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DISCUSSION 

• I Standards of Measurement 

Total Return 

• The investment results of a portfolio 5ho:1ld be measured in terms of all 

the results produced. TI'ii~ includes the income generated as well as capital 

• 
gains and losses both realized and unrealized . These are the three in~redi-

ents of performance t"ld, even though a portfolio migh.t not be managed on a 

"total return" concept. the only proper approach is to measure all of the 

• 
portfolio's output. There is a considerable body of disagreement on this, 

particularly regarding the accounting for unrealized capita) gain~. We re-

commend that investment results be measured 011 an accrual accounting basis 

from period to period and not on a cash accounting basis that might require 

that the capital gains be realized or income (e.g., bond interest income 

pai<l out semi-annually) be received hefore bei ng credited to po~tfolio per-

formance. An acceptable procedure to account fo r income accruals is '"" 

• estimate income hy using the indicated nnnunl rate of income nt the begin-

ning of the period. In each quarterly performance computation, this amount 

would he dividend hy four • 

• 
Rates of Return 

Rates of return are of two genera l t ypes: dollar weighted (o r internal ) 

• and t ime weighted. 1l1e dollar weighted rate of return hn s specific value in 

measuring a r,iven portfolio's results and this is the most appropriate figure 

for comparison with nctuaria 1 as5umptions for corpo rn te pension funds. ll ow-

• ever , when compnring investment results between portfolios, the differences 

• 
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in size and timing of cash flows can cre~te c.onsiderable distortions . It 

can he argued ~hat a dollar weighted rate of return is appropriate fo~ use 

when measuring only the common stock portion of a portfolio because the 

investment manager has control over the tim:ing and amounts of cash· flows 

into and out of equiti1 tithin the portfolio. Howeve ... ·• whereas this is 

true to some extent, the: judgments are often influenced by cash flows 

into and out of the total portfo lio . Ne have concluded that the time 

weighted rate of return is appropriate for use in making compr.risons he-

tween total portfolios as well as various segments of portfolios llnd, 

also, with market indices which are by dcfaul t time we·ighted because there 

are no cash flows. 

It is difficult for many organizations to provide an exact time weight-

ed rate of retYrn measurement because of· ~ne necessity to revalue the entire 

portfolio wheneve.r significant cash cont:ibutions or distributions are made. 

11lerefore, we believe that an approximate time weighted rate of return ) s 

satisfactory in most cases and recommend the following principles be ob-

served: 

1. 11le nortfolio be valued at least quarterly. 

2. A formula shou l <l be used to minimitc the impnct of cash 
flotts on nerformance results within a measurement period. 
One such formula i s : 

R m v2 - v1 - C + I 
v\ + l/2C 
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• 
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Where vl = h~ginning market value = $1,000,000. v2 
2 endinr market valur, = $1,200,noo. 

(inr.uding rei~vested income) 
c = net cash flow = $ 100,000. 

(from any source incl~ding reinvested in-
>me) 

I = total measurement = $ 10,000. 
period income 

R = rate of return 

R : $1,200,oon. - s1,ooo ,ooo. - sroo,ooo .• s10,ooo. 
$1,000,000 . + l/2($10Q,OOO . } 

. R = $ · 11O,000. = I 0. S \ 
s1,nso,noo. 

The formula states that the total rate of return for the 
time period is equal to what was earned in both p"ice 
change and income (the numerator) as a percentage of the 
capital at work (the denominator). The amount ea1ned is 
the difference between the begi nning and thc .endinb mar­
ket values, adjus ted for the net of all capital additions 
and withdrawals because they are not p<.rt of the return, 
and adjusted again for income hecausc it is part of the 
total return. TI1e capital at work is the beginning mar­
ket value plus one-half of the net of all capital addi­
tions and withdrawals. 1~c one-half is used hecause no 
effort is heing made to idc~nti fy the dntes of cash flows. 
They arc hei.ng netted together nnd the assumnt ion is 
being made that they all took place at the mid -point of 
the time reriod. So, rather t han saying the entire cash 
flow was at work for half the time, the formula says onc­
half the cash flow was at work the entire t ime . When the 
contribution C is very lnrRe relative to the hcftinning 
market value vl (e.n., over 10%) it may he necessary to 
modify the use of the ahovc formula or value t he port ­
folio as of the date .of the cash flo~· to remove possible 
distort ions by eliminatin~ any sub-period containing an 
overly large cnsh flow . 

3. A Jinked index shoul tl he used in keeping a ?"ecord of this 
performance da tn over time and pro vi des a means of de­
veloping annua l fi~1res from separate quarterly calcula­
tions. Such an index would he ris follows: 

Oeg i nning V.1lue 
Period 1 
Period 2 
Period 3 
Period '1 

Overall Return +9.4 \ 

•,; Chnnr.c 

----- ---
.. s. 0 
-3.6 
+ 1. 8 
•6.2 

Index 

100 . 0 
105 . 0 
101. 2 
I 0 3. 0 
109.4 
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Total Portfolio and Various Portfolio Segments 

'Ole most appropriate comparison between portfolios is to show the re­

sul ts of the tota l port folio investments. >ut extra dimension is given when 

the total portfolio returns are supplementeo by percentage figures showing 

the proportions held in various portfolio segments. It is often useful to 

demonstrate bond management or stock management using the bond and stock 

segments of a total portfolio balanced between bonds and stocks. There­

fore, it is also recommended that segments of different portfolios be used 

for comparisons to measure selection and also the impacts of timing of 

shifts between portfolio segments. 111e procedure described above for cal­

culating rates of return on total portfolios is the same used for portfolio 

segments such as conunon stocks. When computing the performance of an 

equities only segment, however, it is necessary to compute the net cash 

flow as equal to the difference between the totnl of all common stock pur­

chases and the total of all common stock sales during the period . 

Oefinit ions within Portfolio Segments 

When comparing segments of portfolios such as the common stock ~c~ment 

of one portfolio with the common stock segment of another portfolio, it i ~ 

important that the segments have comparnble characteristics . It would not, 

for exampl e , be appropriate to compare the common stock portfo l io of n cor­

porate pension fund which was 25\ invested jn the compnny's own stock with 

the common stock portfolio of another pension fund which had no such distor­

tion. Managers inherit portfolios fro1l it variety of sour ces which might 

hold concentrations in poorly mnrketahle securities ' which would take timo to 
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work out of successfully. The manager should not be charged with the dis­

tortions produced, good or bad, during a prolonged period of l iquidation . 

There are also differences in treatment of types of holdings. In the case 

of conyertible securities, so1r1e treat them as part of the portfolio's bon·d 

holdings, some treat them as common stocks and some divide them between 

those convertible issue.s selling nea: their base investment value as a 

straight bond and those convertible issues selling more on a common stock 

equivalent basis. Finally, it is not appropriate to compare results for 

diversified and undiversifit:d portfolios. For example, ''bond performance" 

should not be compared on the basis of one portfolio which has 30\ invest­

ed in bonds i ncluding a diversified list of issues and another portfolio 

which might be of equal total dollar size but have a much smnller percent­

age of the total portfolio devoted to bonds and, perhaps, use only one or 

two issues. 

'fotn 1 Time Pc--iod Shown 

11le fivc-ycnr time period for investment results is desi~11ed to be 

long enough to cover most business and market cyc les. The minimum object­

ive should be a l ength of time encompassing nt least one market cycle con­

taining rising market and declining market periods in order to permit an 

assessment of investment pcrfonnnncc during both types of markets . Depend­

ing on the timing of mnrkct cycles and the fact that they do not usually 

open and close in consonance with the calendar. there will incvitnbly be 

occnsions when a total time period of less thnn five ycnrs will be more ap­

propriate. 
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Time Intervals Used 

Within the total time period shown, the time interval recommended is 

one year with some indication of results for multiple time periods on a 

compound annual basis. An example of this type of presentation is illus-

trated below: 

Annual Rates of Return 

1969 1970 1971 1972 1973 

Compound Annual Rates of Return 
2 y~ars 3 years 4 years S years 
' 72-'73 '71-'73 '70-'73 1 69- ' 73 

Fund 1 -5.2 8. 3 12.8 19 . 0 -15 .S 0.3 4.3 S.3 3.1 
(All figures are hypothetical) 

Variability of Return 

It is not sufficient to know that a certain magnitude of return was 

attained. It is also valuable to know the degree of variability experienced 

in reaching the return. An appropriate way to express this variability is 

through the use of some statistical measure of dispersion of the sub-period 

rates of retum around their average rate of return. 11te standard deviation 

is reconunended as n means of qun.ntifyinp. dispersion. [t is n widely used 

measure and, although there are a number of other techniques to measure dis-

persion, it is appropriate as a minimum supplement to rnte of return figures. 

The standard devintion indicntes the limits within which the sub-period 

returns vnry in producinR nn average return for a total time period. In 

nor~al distributions of a ser ies of retun1s, plus or minus one standard 

deviation from the average would encompnss approximntely 68\ of the retunts. 

Plus or ~inus two standRrd deviations from the average would encompass 95\ 

and plus or minus three standard deviations would encompass 99\. ·me task• 

then, is to calculnte one standard deviation as the basic unit . 
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It is suggested that the sub-period returns .be quarterly figures. The 

standard deviation of the quarterly r·ates is found hy: 

(1) obtaining the arithmet]c average 
(2) calculating the deviations of each rate from the average 
(3) squaring each individual deviation 
(4) taking the average ·of these squares 
(5) extracting the square root of this average 

Since these calculations produce the standard deviation of the quarterly 

rates, it is necessary to make a conversion so the struldard deviation can be 

used as a supplement to rate of return figures expressed as :ompound annual 

rates. This is accomplished by multiplying the standard deviation of the 

quarterly rates by 2, the square root of the number of quarters in one year. 

NOTE: See calculations at end of report. 

II Standards of Use 

Management uiscretion 

A primary purpose for generating performance figures is to provide a 

quantitative basis for evaluating the job done by the portfolio manager. 

It is only fair, then, for the results to reflect truly the manager's per-

formance without an undue overlay imposed by others. This overlay may take 

the form of policy constraints (e .g. , a current income requirement, ceilings 

on percentage to be invested in common stocks, res trictions as to the types 

of securities to be purchased, etc.) or approval mechanisms involving rejec-

tion of proposed investments. 'The investment results should reflect the 

portfolio manager's decision process. Although we recognize that the cf-

fective discretion of a portfolio manager might not be within the legal 
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definition of "discretionary," we believe a portfolio should be prest'JT\ed to 

be discretionary if the portfolio manager can arrange purchases and sales 

of securities of his selection (within reasonable limits) and vary the port­

folio mix between stocks, bonds, or cash equivalents without undue restric­

tions on his own best professional judgment. 

Number of Results Shown 

Selection criteria for a statistical sample of any size must be accu­

rately disclosed to identify what the sample includes. The criteria might 

be complex (e.g., conunon stocks only of accounts which are fully discretion­

ary, tax-exempt, managed by a firm's New York office for five years, etc.) 

or simple (e.g., "our best account" or "our three largest accounts") but 

they must be disclosed. Whatever the basis for selection of investment 

results to be shown, !..!..!.. accounts described by the selection criteria must 

be included. Although the quantity of accounts shown can be controlled by 

the specifics of categorization filters, the account sample must be com­

plete as described. 

A broad sample is desirab le because the recorq of one portfolio or 

several portfolios is not statis t i cally significant ns the record of a 

portfolio manager or an entire firm of portfolio managers managing many 

portfolios. One ccount cannot be presumed to be representative of an 

individual's or firm's work unl~ss the individual or firm so states and 

is prepared to substantiate. TI\erefore, it would not usually be appro­

priate to compare two firms of portfolio managers by <Omparing one account 
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of one firm .. with one account of another firm. This is true for any t ype of 

portfolio, including mutual funds or any other commingled funds. The use of 

one acco1.mt may be appropriate in representing itself when it is desirable 

to show the results of specific types ~f investin~ such as with a high risk 

mutual ftmd, a mutual fund of int~rnational securities or a mutual fund 

whose policy it is to keep pace with general market averages. Furthermore, 

a single portfolio, pension ftmd, mutual fund or o~herwise, should not be 

used by any firm as representative of another firm unless that firm has so 

stated and su~stantiated. lt is not one firm's realm to present another 

firm's record . A firm's responsibility is to represent itself and not 

others. 

In presenting investment performance re~ul ts, it :.~ appropri ate to use 

summary statistical techniques such as averages, medians, etc. , as ong as 

they arc representative of a hroad sample of similar portfolios. Stat 1s ti­

cal and graphic representations should be specifically footnoted to dis­

close what they represent and a firm using t hem should be prepared t o sub­

stantiate the representations by st~nding ready to describe the details of 

the underlying calculations. This suhstantintion should at a minimum con­

tain the datn presented in the attached worksheets • 

Tax-Exempt Portfo lios 

The purpose of showing i nvestment r esults of existing clients to third 

parties is to provide an illustration of what has heen achieved under vary­

ing conditions. Due to differences in impact on investment results of 

various tax hrackets, it is difficult to compare ,·he results of different 

taxable port folios. In order to demonstrate the 5 nves tmcnt process, the 
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common base of tax-exempt portfolios can be used with both tax-exempt and 

taxable third parties .• 

Similarity of Investment Objectives 

No two portfolios are exactly the same. Inevitably, ·there is s.ome 

var.iation between different portfolios and their objectives. However, com­

parisons of investment results should . be made only for portfolios '"ith 

generally similar objectives and involving acceptance of the total return 

approach. 

Size 

Size is an important consideration and effort should be made to compare . 

pori..folios only within reasonable categories of size. It is inappropriate 

to compare the investment results of very small portfolios with very large 

portfolios due to the great differences in operational flexibility. The use 

of a size threshold is suggested such as including only portfolios over $1 

mil lion • 

Relevance to ·n1ird 'Parties 

111e selection of investment results to be shown should hnve some rela­

tionship to the circumstances of those r eceiving the in formation. For ex­

ample, it is logical to show investment results wh i ch include a number of 

employee benefit fund:s in response to an inquiry from an employee benefit 

fund. 

Mutual fund performance dnta nre often used because they are n "public 

record." We conclude that this gener al use relates more to the integrity 

of an audited public statement rather thnn to the relevance of this record 



and recoD1J1end that specifically s~lected i nvestment results be used which 

have as close as possible a relationship to the third party viewing them. 

Comparative Fo1"111at 

There are three general comparisons which might be drawn .by those re-

ceivlng a statement of investment results and the statement format should 

facilitate such comparisons . 

1. The i nvestor should be interested in the absolute lt~el 
of accomplishment compared to his O\m goals. This does 
not speak to the realism of these goals whether they be 
achieving an actuarial assumption or some other pre-
s tated quantitative objective . He wants to assess the 
accomplishment relative to his own special standard. 

2. The investor should be interested in the relative l evel 
of accomplishment within various market envi ronments. 

3. The investor should be interested in the relat ive level 
of accomplishment compared to some general representa­
tion of how others fared during the same time. 

The first comparison uses the investor's own calculations and standards. 

The second comparison requires some representation of the market en-

vironment. The widely used market averages involve a variety of cnlcula-

tion methods so that the results vary depending on market circumstances. 

This means n given index is not necessarily consistent i11 its reflection of 

the environment. The most appropriate answer (although not enti rely sotis-

factory) is to review records of several market indices on a total rctunl 

basls and assess the flow of experie .. ce over a sufficient period of time. 

'Ille third comparison requires the selection of representatjve universes 

of other managed money. lllis type of information has net been availabl e for 
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many years but there are available universes of pension flmds, mutual funds, 

bank conuningled funds, insurance company separate accounts, etc. The in-

tegrity of the information has been high to date and provides a valuable 

means of comparison. 

Oistribution of lnfot'11ation 

Cate should be taken that any information provided third parties re-

garding portfolio investment results is in compliance with the Investment 

Advisers Act of 1940 and other guideposts, statutes, rules and court ~ases. 

In certain states, for example, any registered investment adviser must file 

new business materials . The judicial definitions of so-called federal 

"anti-fraud rules" are continually expanding to include prospect and client 

communications . 

Outlined helow arc guidelines of what is deemed pennissible and not 

permissible within the context of this report in distributing portfolio in-

vestment results. 

Pernis s iblc: 

Investment performance data may genernlly be shown which nre: 

1. clear disclosures of nll rclevnnt fncts, 

2. accurate, 

3. for objectively justifiable time periods , and 

4. for generally recognized cntegorjcs within portfolios 
(e.g., total portfolio, total bonds, total common 
sto~ks) and for overall categories of portfolios (e.g., 
large pension funds, all tax-exempt institutional ac­
counts). 
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Not Permissible: 

. Invest111ent performance data may not be shown which are: 

1. unclear, untrue or otherwise fal!e or misleading and/or, 

2. in the case of advertisements as defined under the In­
vestment Advisers Act of 1940, .in violation of the rules 
relating to advertisements. 

In the Investment Advisers Act of 1940, a specific guideline is found 

in Rule 206(4)-1. This rule concerns "advertisements'' by investment ad-

visers and, in relation to the subject matter of this report, the most im-

portant provisions of the rule define the conditions under which distribu-

tion of an "advertisement" may constitute fraud or deception. For these 

purposes, "advertisement" is defined broadly as any written communication 

sent ~o more than one person (The term "person" is defined to include any 

organited group or persons, so that, for example, a corporate pension fund 

would be one person, even thouRh it may have four people on its Finance 

Committee.) or any other notice or announcement in any publication or on 

radio or television which offers any investment advisory service with re-

gard to securities. 

One noteworthy example of circumstance; under which an "advertisement" 

may not be distributed involves any si tun ti m whore referc~1ce is made to 

past specific recommendations of the invesl:mcnt adviser which were or would 

have been profitable to anyone, lDllcss the advertisement sets out or offers 

to futnlsh a list of all recominendations made by the inve~tment adviser for 

the im~ediately preceding period of not less than one year -- a list which 

111\.lst contain speci fied, detailed i11for11a.tion. The list must a lso contain 



lunguage in large type st£ting "IT SHOULD NOT BE ASSUMED 'rnAT RECOMMENDATIONS 

"(ADE IN 11-lE FUTIJRE WILL BE PROFITABLE OR WILL EQUAL 1liE PERFORMANCE OF THE 

SECURITIES ON THIS LIST . " 

Calculation Worksheet 

The attached calculation worksheet utilizes quarterly rates of return 

derived from the fonnula described on Pages 7 and 8. The quarterly rates 

are used to develop: 

1. Annual Rates - calculated by linking the quarterly rates 
geometrically through multiplication (not the same as the 
arithmetic average). 

2. Compound Annual Rates - calculated by linking the annual 
rates for the specified time period and, then, reference 
to compound interest tables. 

3. Standard Deviation of the Five-Yenr Quart erly Rates - cal­
culated as indicated (also refer to Page 11 of report). 

NOTE: The calculations · described are basic to the production of investment 

performance figures. Of course, in large volume applications, appropriate-

ly programmed computers perform thes e tasks and the calculation worksheet 

is tmnecessary. 

Sample Report Format 

The attacl·ed sample report format embodies the recom.'l!Cndations contained 

in this report . It is an example of how the recommendations can be used. 

There are a variety of alternatives and display methods which in-101 ve the use 

of the return figures or graphic representations of the rates of retuTn. This 

example provides a basic standard for presentation or is appropriate subs tan-

tiation of statistical or graphic representations. The two pages are companion 

pieces and the recommendations on Pages 4-5 of this report should be used as a 

checklist for completeness. 



CALCULATION WORKSHEET ·• 
FUND 1 

Quarterly Quarterly Annual Annual Compound Deviation*" Deviations 
Periods Rates ?ndex Rates Annu~l Rates from Average Sg,uarl!d 

100.0 
l. 3.3 96.7 6.3 39.69 
2. 14 . 0 110.2 11.0 121.00 

3. 2.2 112.7 0 . 8 0.64 ... 1.5 114.4 14 . 4 11.4 (5 years} l.S 2.25 

tOO.O 
s. 2.5 97.5 s.s 30.25 
6. - 2.3 95.3 5.3 28 . 09 

7 . - 0.4 94.9 3.4 11. 56 

8. 4.5 99 . l - 0.9 10.7 (4 years} l.S 2.25 

100.0 
9. .. 2.1 97.9 S.l 26. 0l 

to. -18.0 80.3 21. 0 441.00 

11. 14.6 92.0 ll.6 134 . 56 

12. 9.a 10)..0 1.0 l'+ . 9 (3 years} . 6.8 46.24 

100.0 
13. 8.4 108.4 5. '• 29.16 

14. - 1.5 106.8 '•. 5 20. 25 

1 5. 0.9 107.7 2.1 4. 41 

16. 9. 2 117.6 17.6 22.S (2 years} 6.2 38 . 44 

100.0 
17. 0.4 109.4 5. 4 29.16 

19. 4.6 113.4 l.6 2. 56 

19 . 5.6 119.7 2 .6 6.76 

20. 6.6 127 .6 27 . 6 27. 6 (1 year} 3.6 12.90 

Total 60.2 1,027 . 18 

Average 3.0 Sl.36 

Standard Deviation 7.2 
(Conversion factor t o annualize) x 2 

5 Year Variability l 4.4 

1'=:;;quares, square r"~t!; and •;u:npound ra ~c~ ~re rcaclly availd!::c ir. st,mdard statisticu!. tahles 
iH:quar i:"lg deviat i.o:ls ;na~: es them all po~ i: ive so minu$ si;ns can be ignnred 



SAMPLE REPORT FORMAT 
(Hypothetical Figures Used Below) 

COMPARATIVE PERFORMANCE 
(All figure ... are total return including price ciiange plus income) 

Annual Rates of Return 

1969 1970 1971 1972 1973 

· Compound Annual Rates of Return 
2 years 3 years 4 years 5 years 
172- 1 73 '71- 173 110- r73 169-'73 

ABC INVESTMEHT COUNSEL, INC . 
Equity Performance of Sele~ted Tax-Exempt Portfolios 

rund l 
Fund 2 
Fund 3 
FUnd 4 
f\md S 

- 7.6 
- 5.2 

l. 2 
3.5 
2 . 0 

7.2 
2.8 

- 1.5 
- 2:6 

2.6 

12.4 14.2 - 6.8 
12.4 22.2 -11. 0 
19.0 25.6 -10.0' 
13.9 19.5 - 14.4 
15.0 22. ·5 -17. 4 

4.6 8. 2 7 . l 4.8 
3.3 4.1 3.7 . 2. 2 
6.7 6.6 5.1 4.5 
2.4 8.7 3.6 4.6 
2.1 8.6 s.o 3.0 

5 Year 
Variability 

0.5 
7'. 9 
9.4 
8.1 
B.B 

Fund 6 
Fund 7 
Fund 8 
rund 9 
Fund 10 

- - - - - - - - - - - - - ETC. - - - - - - - - -- - .. - - - - - - - • - - - - - - - -

Fund 11 
Fund 12 
Fund 13 
Fund 14 
Fund 15 

equity Market Averages 
Dow Jones -11.8 9.3 
s & p 500 - 8.5 3.9 

Mutual Fund Averages* 

9.9 18.5 -13.3 
14.3 19.0 -1~.9 

Growth funds -15.6 -16 . 0 19.8 a.s - 21.0 

~Lipper Artalytical Services 

- ETC. - - - - - - - - - - - - - - - - - - - - - - - - - - - -

l. 4 

0 . 7 

-11. 5 

4 . 1 
s.o 

- 2.1 

J-5.~ \ - ~ .7 ( 
4 . 7 2. 0 

, 

- 5.8 - 7 . 8 

8.6 
7.5 

15 . 2 



rund l 
rund 2 
fund 3 
Fund 4 
Fund 5 

rund 6 
rund 7 
rund 8 
rund 9 
Fund 10 

Fund 11 
Fund 12 
rund 13 
run ii llf 

fund 15 

Kf.Y TO EQUITY PERFORMANCE~ 

TYPE 

Corporate Pensio11 Fund 
Corpora te Profit Sharing Fund 
College Endowment 
Charitabl e foundation 
Re l igious Inst itution 

SIZE 
12/31/73 

SlO. 5 m:lllion 
$ 6.8 mHllon 
$12. 6 million 
$18.4 million 
S S.4 million 

- - - - - - - - - - - ere. - - - - - - - - - - - -

- - - - - - - - - - - ETC. - - - - - - - - - - - -

~Di~crctionary Management 





October ' 1976 

Dear Mr • . 

Enclosed is the portfolio of Insurancb Limited us of September 30, 1976 

under management by Credit Suisse White Weld Ltd. 

The third quurter o f the year witnessed a slowdown in the rate of growU1 

of the U.S. economy together with a somewhat lower level of inflationary 

pressures. /\s a re sult, interes t rates resumed the downward trend that has 

been in evidence ev er since rcucl llng their peu k in th e middl e of 1974 . During 

the quarter the Curodollc:1r short Lenn rates eused upproximat:el y 3/4% per annum, 

while med ium und l ong t erm rates dec lined by approximutel y 1/2% per y eur. 

tncouragecl by these econo mic events we shifted a portion of the short 

term inves tme nt~; into lhA med ium term sector . f\s a result, s ltort Lenn In­

vestme nts compri sed 227., of the portfo l io compured to 2B% ut the end o( the 

previous quarter. Med ium term lnves tmenls ror;e by 5% to 50 ')(, , while long term 

inves tments ro!Jc by 1% to J ,l'X, . 

!\s a res ul t of the rnodes t por tfolio sh i ft into hi<Jher yie ld ing investments , 

the yie l d of the purt folio roso from 0 . 34% nt Lhc u nd of the l.:is t quarter t.o 

0 . SO'Y.. on September 30 , 197 v. 

13enc fit t i ng from the declining lrcn·i in interest rules , Lile 111urk•1L v al ue 

of I.ho s tru lq ht deb l !'JC<J mc nt of Lh u port folio rose by 0 . B% I :> a l ovcl ot l . ll'i.'.1 

above cost. The cqu i ty linked !.ieg mcnt rose by 3 . o·;:, conipnred with a ri se 

i n the NYSI: Index o f 0 . ~l 'X, durlnq the compur;,bl e period . The por t folio us a 

whole hi1d u princ i pal rnnrkc t v<:il uo o f $ '1l, J~3 , 33 1 agn lnnl u princ lpul co5 t 

vul ue of $'1l , 530 , 66!3 . The inc rcnsc during the qu<1rte:r w.1!; I. 0% for the 

por tfo lio . 



The ovcr:ill return on the portfolio for the second quarter consists of a n 

average income of approximately 8. 44% per annum or 2 . 1 % for the quarter . 

Adding to this the net porliolio appreciation of 1. 0% produces a total return 

of 3. 1 % of the average portfolio for the quar~er and is about 9 . 0% for the 

firs t nine months of the year. 



CD's 

1 month 

3 months 

6 months 

1 year 

. 2 years 

3 years 

4 years 

5 years 

Straight Bonds 

10 years 

- u. s. 

- non U.S. 

15 years 

- U. S. 

- non U.S. 

INSURANCE LIMITED 

EURODOLLAR INTEREST RATES 

January 2, 197 3 June 30, 1976 

5 '3/8% 5 3/8% 

5 7/8 6 

6 1/4 6 5/8 

6 3/8 7 3/16 

6 7/8 7 3/4 

7 8 1/8 

7 1/4 8 5/16 

7 3/8 8 1/2 

7 8 3/4 

7 1/4 9 1/4 

7 1/2 9 1/4 

7 3/4 9 1/2 

September 3U, 1976 

5 3/8% 

5 3/4 

5 7/8 

6 5/16 

7 3/16 

7 9/16 

7 13/16 

8 1/16 

8 1/4 

8 3/4 

8 3/4 

9 
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c .uh r•l~nca 
$ 16,328 
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- -. rNSURC.NCE L!M!Tf.D 

I SUMMARY l)f' PORTPO!.IO 

., 
COST MARY.ET VALUE 9£'.'.30£'.'.76 

Accruer. Accrued Annual Y!ol:! on 
?rlncloal Interest Tota l ~ ?rtnclonl !n:cresr !2!fu.. ~ ~ !r.vest:r.e~~ 

To:al Short Term 
L·westmants $ 9,070, 773 $9,070,773 21 . 8% $9,168,289 $220,823 $ 9,369 ,112 21.6% s 738,614 8.1-i~ 

Total Medium Torm 
Investm!!nts 20 ,730 , 535 20,730,535 49.9% 21,236,966 772,391 22, 060 , 002 50 .8% l,924 , 891 9. 287~ 

Total Lo r.g Terr:: 
!nve. ~r:io!nts 7,41-1,085 $ 20, 906 7, 434,991 17.9% 7,455, 925 391,572 7, 847 ,·1S7 18.0% 652 '.;o2 0 . 80" .. 

To:al ::qu.ly Llr.kod 
I:westmcnts 4,323,~76 75 4,323,351 10 .. :~ .;,032,131 81,173 ·l, 113 ,304 9 . 6~ :?13, 519 4. S·t;, 

s.;1. 538. 669 $20 , 981 $41,559,650 lOOX :i41,893,3ll $1,.;65, 959 S.-:3, ·118 , 715 100% SJ , ;::9 ,.: fJ6 8 . SO':\. 



TNf-UAANCf. 1.!Mrn:n 

CHJ\N~;c TN PRINCIPAL 

Cost Market Value Merkot Value 

9/30/76 6/30/71i Cl) 9/30/76 __ 

Short Torm 
Tnvost.~ent $9,070 ,773 $9 ,16£> ,7': ·1 $9,1£>8 , 289 

Medium T.1rm 
lnvostr.icnt 20,730,535 21.126, £>25 21. 236. 966 

Long 1arm 
lnvosonent 7. ~14,0 f.i 7 ! ?71,64< 7,455,925 

TOTAL S'!'RA!GliT D!:ll'f $37 , 215 , 393 $37 , SGs , m:I $37 1 861 ,100 

Equ!ty t•ni:cd 
Invc~tr.i."J:H:; 4,323,276 3,909,J7) ·1, 032 ,131 

---·--
TOTAL PORTI'OT.10 5·lt , ~111 , §li9 S41,474 , 38C. s 41, 893 ,:111 

(I) ;,ssum!OIJ tho net outflow o! iund~ :llid thu rotnvoo:mont 
of 1ncor.io durlr;~ tho third qu:irtor I !J76 . 

Chanoo 
Durtno 3rd Chango 
Oi:artcr 1976 fro~ Cost 

+ Q, 1\% 
! .,.. l. 7 S't.. 

1- 3.0'iG o . 7.;. 

---
+ l. 0'(. + O. S5'1:. 



~!!OBI D"PM tt::LtU:Jt.1l.IS.. Al:c:r.:td lni. 
Ma.r-~u~t W.ut~et ho~ r.in:h. J'rlt.CIP•l 

0 41to ot Nom1n•t ta1 u 11 6.61~ Yleld/Ptlo• >.c~.u.l A.tr.Of'U Jod Yh1ld/l'r1c• u Vehur u or Antllv. Al Marht Armi.aJ :r.ecr.:• 

cn11 i>Jnlo> "'•i•Nlu tj.:ttatrJl. e..ruiui. ~ nfil_ raa.- .LlJJlllJU' ~ll1..AL too.. .<:Rll-.. pt 9/39/?f lll...1a.2~ l!.U.L-- l'.AlJiL_ ~ ~ 
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lh:'\'4 ..if J...-., :acl\, tllr"!o :o. 197' l. ?C0 , 000 s/:eno 6 ll/ ll 1 l /J0/ 7G 'I S/Ii 1.DOl,67~ 1, 101.879 s 1/2 1.SSO. ll4 o.uo 1,906. SH llJ.Ul 

:.:ccv"r: r...131,.;i1y tt\ut co. or UH 1.000.0CO !2/1 ~/7) ) 1/4 I l /20/7' 7 9/16% 1. 1or. o o 1. •11S.9ll 5 S/ir' 1. CliO .lCl S9, d06 LO: ~ .S t.il 75. l C! 

Nv"" \".::~ . tnnJor\ 

:h.:lefl Ch.JU ~on1onh: n, No:u 1'75 H 6,0:IQ 1/1/77 I) 01.no tl7 ,l!I) 95 I/( NS, U 7 s . ~ l: H O, t OS 78, 9.U II. Ul 

M1nJf1..:t1.o1er• llanovtt Tnut, t~7l 50),000 l/20/"l 7. lH l/l6/17 7 lf"lt S0l,U8 100.179 s 11/16'< SH ,49L 24.712 SOI. 714 16 . 14' 

Lct.d.11"1 

S1.ort u a ( l\ ~c: rr.ot1tr. •l flnanc•. Noto I !17' 150 . GOO 5/(/71 I CO 1/4 2'7,62!;. ISO.lll 100 l/4 2'0.00S G.110 l5 t.l7S 1'1.050 

?~•!;.• O\;J•,• ... :ve UH Ca~n•1. N"l..a• 1 ~74 :. ~~o.C•G 7 1/2 S/l ~/17 11.10 U 7.6' 7 IS S. 400 IOG 7/i 1.03'.t/( ~• . t z.a I.Cit, 71C l lJ. llO 

!"'\• !,...,•u .. :::, •• .. , LonJ~ft ''''" n~.CCV 5/1!/7; 71/~ 9/11/71 ' 1/1" : .. 1.n1 no.on ' S/i ~ 1;,.~U , .1 '7 ISi . l'l s · .014 I>. :l l 

-:l:•• ::: A'\W A &ftf,t , LQ.nd.a.A 7/6/7' 910 , 0~0 s1:1 / n 7 1/8 1/ll/77 7 1/ l ta . SH 151,118 . '../• ,40.:.J(, 1.4'1 i:•.6~ 1 7 o 11~ ll., c: 

19.iii:iiS ~ •• , 111 ---- U.U•. 112 :110.•11 ll.L~.::.2 .t?_ll.!.1.L !;. Ul. U ' 



rn1 ,,.,, .... 0\'jl'IC"IU 1 ~.11r.,sM) 

rlrU ~.1UC:n1t fl.ink ut Chleo~o, Lendon 

A:r.it:o c>1tt1M1 Lu aln) :1.v. t:ocot 

~.au..am11 b.lnk Ltt. , LonJcn 

Dato of 
~ 

1973 

1974 

IS76 

1~76 

y.," !• 7\'\111 & O..n\lnQ Co . CO 9/28/76 

: !.:•.;. ,,. C\oMAnlY Tnal Co. of Ntw York. Lone.on 1974 

1?1' 

lnc 

llH 

e/S/16 

It" . .! 1 :.~'~' f COJif.-ototiY , LtJ ., t:~ru 1'74/H 

ll7C/7S 

t:o:::.tncl 
~ 

Sl.003, 0GO 

1,000 , 000 

1.000 . 000 

1. soo. aoo 

2. oco.000 

1.000 , 000 

2,000 ,000 

2 , ,00,000 

1.000 .coo 

l. SOO,CCO 

SoJ,000 

l,COO , COO 

600, COO 

l,OLO.<OO 

'OJ ,,00 

1,000, coo 

IUUO 

CD.!r.. 

1%/22/72 

IZ/l/7S 

l/l0/7' 

:r.c/76 

',/%£/7J 

9/20/76 

IZ/lV1l 

StMod Yttld/PNct 
J!W_ ~ ~ 

7 7/1"1: U/2/77 I 3/'" 

lO 

8 )/< 

I ../8 

e 112 

II '/8 

i l/C 

1v:a111 n 3/4 

I l/1/77 i9 1/4 

l/30/78 99 I/< 

l/I0/78 90 1/4 

O/lUll 10 7/16 

0/28/18 9 I/< 

1 1/2 9/48/76 ~g 1/8 

? l/)2 ll/Jl/78 s l/l'll' 

11/l 

7 l/l 

• ,/d 

'1/2 

10 1/4 

0 I/• 

7 112 

•I J/C 

o ·I• 

211/19 

1111/79 

l/l/ll 

l/1/(0 

?/IS/60 

!/IS/CO 

l/lS/11 

)/ll/dl 

S/IS/•I 

O/J/a l 

''I/a 

S8 V< 

10 l/ll'l 

~· l/l 

!10 l/i 

Actuol 

!.1£!.L.. 

OSI. 6S5 

1,019,C<C 

Arr.crt1z.od 

WL-

077, 9SO 

99<.300 

SSl , 500 ~12,SOO 

I, 406. 7 lO I. OB. 710 

1.n s . 000 1.sn.cio 

1,030 , 204 l, Oll ,OOl 

092, llS 8l2 ,IU 

2, CJ~,OH 2,tOl, 201 

1,0)7 , 777 1,0)7,177 

S50,t00 

~., . 107 ~~, ,1 67 

~,arko: 

Ylol4/Prlco 
•• o! 
S/J0/76 

6 s/IG 

,;3 11: 

7 l/9 

7 S/16 

7 I/• 

7 I/< 

7 1/2 

7 S/li 

97 1/2 

)~ 3/( 

7 J/i 

hJS 1/ 1 

IOl 

ICO l/; 

10< 

S:t 

:-O~tir"O\ 
Vnlue 
1\11 et 
Ul?L!!: 

1: , 0'9, J7 ~ 

1,060, 000 

1,090 , Sl7 

1.610 ,211 

2 .l J1 . ~0$ 

:,07l , 7H 

ne . 20• 

l , lOl.Sl' 

~03,Gll 

n:.. 1 . ... 

1,00.~1· 

Accn:Od fnt. 
from f\.rehuo 
er /~r.iv. 

l,"1 

HO 

HI 

10,.;21 

:•.Dh 

PfU\Cl~nl 
4 1 Market 
~ 

I ,O! S,GGO 

1.0!J , J88 

l,ll 1,986 

:z ,0:?2,):l 

1,070,0H 

2 .~12. tor 

~01, lG 

OS,CGC 

I .t::. 7~.; 

JI'· ~-0 
I .~30.<:0 

Anr.ua l 
f,.J;jOMt' 

10• ,(00 

88 ,9S2 

lb< , J77 

171,<'( 

107 ,G9J • > ltl , 10• 

138,081 

1u.s:c. 

., • 71l 

32 ,lH 

&J . 1s .. 



City c;f o,._"ldcc 

X•:.:~rt 1'us:t4lla ;>:op. rtn"11CO 

Ou'1e.,•lor.d JJur.J no 

fl:'avl:-.co of S:uiitotchew"n 

. O?a: & Gor.erol :.u~:once 
~oc . L:d. 

P'{ ~.~ !r.tom:aionat rtn. 

Altlcos c lr.t'L rtnur.cv 

1'.~u~u~asht 5'6'lCn Co . Ltd . 

Oota c! 
l!l!.t£l!w.. 

1973 $250, 000 

1975 •S0,000 

1973/75/76 600,000 

1974 

1974/75 

1976 

9/27/ 76 

157; 

1~73 

1976 

1973/ 14 

1973 

1~7J 

I S7J 

197J 

1 57~ 

1~7S/16 

1~76 

:so ,oo~ 

250,000 

soo.ooo 

500, 000 

HO. GOO 

500 , GOC 

'20 , 0CJ 

soo.ooo 

soo.ooo 

Sw0 , 000 

250 . GCO 

500 , 000 

2~0. 000 

~50 , 000 

400 . ~00 

400 , 000 

Stated 
hlL 

9 1/41' 10/IS/&l 

1 s/a 11/IS/8< 

7 3/4 

e 1/4 

e 1/2 

9 l/ 2 

B 3/ 4 

11: 

l/Z 

1/4 

3/:. 

a s/d 

7 l/1 

11: 

1/2 

12/15/04 

2/1/86 

3/1/86 

4/ 1 S/86 

9/1/6 6 

2/1/6 7 

2/U/87 

4/1/81 

2/1/88 

J/ l/dB 

4/ IS/06 

IO/l /8G 

! 0/15/UB 

4/1/b~ 

10/I S/90 

1/1/>I 

1/ IS/'1 

LOllG UR '.! SIB/ !QHI INYtri IMt!IIS 

AdJustod 
Ar.:rJol 
Yield to 
~ 

100 9.05% 

s 1 1/4 10.ss 

87,62 9.84 

69 S,62 

10.47 

99 1/ 2 S,36 

!CO 8,57 

52,20 

93.8~ 

89 .96 

89 va 

6 . 48 

6 .10 

9 , 57 

u. 75 

H J/4 B. IC 

~9 1/2 C, 63 

98 l/7 d. (,) 

GB 

61 . 60 

96 1/2 

90 1/ :. 

~ . OS 

12 .30 

10. zs 

1.n 

a. ~o 

$2~0 .000 

3C.5,G2S 

s:.5, 750 

2:·2, 500 

21(,,GI 2 

417 .soo 

1~0 .000 

23 0,500 

4.,9 ,zso 

l17,0U 

4<8 . 1%5 

1 ··~ . vCO 

J~• .no 

3, 1,000 

51. 583 

3, 159 

s.Sll 

~.3ll 

$250,000 

l6S,625 

525, 750 

222. 500 

216,612 

SOJ . 159 

230, ;oo 

377, 9~8 

H B. IZS 

<& 06 , 7$0 

H G. 710 

24~ . oco 

110, 0:0 

)]6.~01 

jj~ ~ $7,.CJ(- 9!t t ----

Mat\at 
Pn co 
As Of 
UlWL 
100 

89 

93 

94 1/ 2 

?7 1/2 

IOZ 1/4 

100 1/ 2 

93 1/l 

9S 1/Z 

53 l/C 

.. r. 1/1 

o2 l/C 

JS 1/l 

Pu nc lp •l 
At Mar• et 
'/}~ 

$250,000 

236. lSO 

243, 750 

511,HO 

so: . 100 

ll'l , 7SO 

.u:. ;co 

394 ,aao 
·U I . 1~0 

<&6 . l !.O 

.H.StO 

2u1 •• ,~ 

Jtil .cco 

o\ce:ccd t.rr.ual 
.ln.tW..U... ~is. 

22. 161 $ 23 .115 

30,022 34.312 

!. 931 c&. SOO ~G . SOO 

IJ. 69. 

12 . 136 21,%50 

21. 770 47. 300 

Cl, 710 

12.447 t8 , 1 50 

37. 5CO 

:1.22a 34 ,UO 

H.310 )6, l?~ 

ll . 2: g 40.000 

18. ll 1 ~o.ooo 

11 . Oil 

n . 121 

11. lo l : ~. ~co 

: o . 567 I S,371 

]l,000 

J7. $CO 

l0.000 



I:nt~:;un >:ocfoic ir.tcmotJonol 

Flrootono OvcrGcas F!n. Corp . 

t ord !nt' l. Copltol Corp . 

C:onN.sl t!ec:rlc Ovcr1oa.c 

C!ll&tt.> Compon:t 

l!ono1wcll Ca;>ltal N. V. 

Mt:1GJ:.!~1mnl f,!crt96t;O 6 
H~,,1~·1 hwc::::.uu 

f. c . r'"'nncy lr.t'l. rlno.:-.co 

h.:a:-.k Ol\;llntZtlt\Otl 1..td. 

Conc;ra l C!oculc 

D•to of 
Pureheu. 

13/7</1;, 

1973 

1976 

1973 

l 973 

1973 

1973/7~ 

73/76 

I ~73 

I ~73/74 

19/l 

1973/74 

1973 

1976 

:~o~tn.s.1 
\to\l\l" 

$23 0,000 

IS0 , 000 

200,000 

( 00 , 000 

I SO, OJO 

~00,000 

<S0,000 

100,0JO 

U0,000 

250 , 000 

2SO . OOO 

<00 , 000 

.; so.co.> 

100,000 

135,000 

s~. 

1/2 

1/4 

G 3/~ 

1/4 

11: 

l/•I 

1/2 

1,000 1t •• • 

tO \J !TY LJNlitP ! llV!: p MLNIS 

o/l/e< 

S/IS/e8 

5/l/6d 

S/1/81 

6/IS/~7 

12/1/e1 

l/H / fl 

11/15/86 

7/I S/67 

6/1 S/07 

~/1/8" 

2/15/'ll 

4/l/d7 

12/:/dB 

S/IS/O: 

150.4 

91 

107 

104 

102 1/ 8 

es .ss 

106 I/ < 

71 . 66 

127 

SS 1/2 

&a. so 

93 S/8 

100 

179 1/2 

GS 1/2 

5:17,225 

: 25 , 625 

102,000 

<27, 975 

I 56,000 

1.oa , soo 

~65 . oco 

: oC.250 

J 22,SOO 

;111. 562 

t60 , 000 

102. 250 

190 ,G ?S 

llS , 000 

COST 
:.C:rucd 
lr.trre~t 

$211,215 

22 5 ,GZS 

192, 000 

427, 075 

156 , 000 

406, SJO 

l&S.000 

IOG,UO 

122. ~00 

I GO, 000 

302 , :SO 

3!.rU ,G25 

93 , ~2S 

llS . U75 

IG0,147 

Mcr~ct 
trice as cf 
9/ 10/7~ 

124 

108 

90 1/2 

91 1/2 

79 

78 

C~ l/Z 

40 

11 1/% 

108 11.; 

281 3/H 

Pdnclp•I 
A\ ~!or'<ot 

~ 

285, : oo 

162.GOO 

181. 000 

366,000 

133, 500 

216 , 00U 

37&.VCO 

64, 000 

351,COO 

273 . 7SO 

Zll,750 

1'2,000 

.:os.ooo 

71 , soo 

1.;G, 117 

1a1 .ll~ 

IBS,?19 

/.ccr.Jcd t.r.nu•I 
.l!!!!:rn rn~o,,,., 

$11,SCO 

2. 531 6. 750 

.;, 137 10,000 

20 ,000 

6 .37$ 

IS , 778 19,0GO 

2, 812 

S, 250 G,000 

G, 326 l0 ,J7S 

IO,G25 

t 1 . :.~o 

17 , 000 

10 , 069 lO , 250 

"· t:.o 5 , 000 

2. ~l l 

G, 300 

3 . &H 

!:-..:c~o 
j!.-.:~!.,cd 

S S, 750 

11.250 

JO ,J7S 

11 ,?~0 

l , ~7S 



"su:.11/.\~Y or Al~ SJ.LtS, PCOFMl'D,~.; . WAI\'~II!t5 MW PB!tjC!fb!. PtlYM[NI5 

k<all:•d 

t>ol'llnal Su:tod Am<:r11•od 04to o!: Pr!co i':'lr.c1~•l lr.tcran To col CeirHJ or 

~ l..UW r.our.on f\t'l;mlt1 ~L- f!u!tjhtltl~ ~!'1 1 2 r~ F•e•t''"<I RN"rlvrj ~ - J.W__ 

SHORT TtR~' SI. S00,000 Dank or ;.r.,Otlco CD ~ 7/a-, 7/ 26/76 $1 , 519, 802 Vl&/7' 7/26/7 6 $!, Sl9 , Gd 2 !,\4,640 St, SH,Sll 

1~1sn.mm 
100. c~o Cctlbon'< Ct' 6 l/8 6/: /7' lll,484 7/6/ U. 6/2/76 ll~ • .;s.; l, JG< ll' ,8'6 

ICO . OOd Clllbar.lc Ct' 5 3/d 6/5/76 601, IOS 7/0/16 8/S/76 8J7 , ?OS l, IJ) Ol0 , 0h8 

900, OOJ Ctub<\r.lc c o ~ l /o 6/S/7G 90J. JOO S/S/76 8/5/?G .,o,coo !:.j,2 i 1:,Hl 

1.000,0JO Cn• ;• t.•ar~~ot~an f\Ank CO 8 l/11 8/\k/16 l 001, '< )2 1/17/75 0/\1/7' 1,01 l.•l2 bl ,2ll l,Cf.;,1'5 

1 .0~0.000 c1ut.-.nk en 6 l/8 9/l~/16 1,01', 197 &/li/76 ~/ll/76 l,Olt ,h / <, O~J l.Ol0 1 l .;C 

soo. o~o ru11 l!An~ CD 1 S/d g/!7/76 _1:.i_.n...lL l/Z~/li, 9/1711' ".C~r91 ~~'l'· - ·d'··· "l-
~~.o~~~ s2l~,' 'l. s '"'...: . :~-' .. - S:::.:.:_ 1" , ~.u= 

r.1rnn::.1 ·rrn:.: 1. ~00 , 000 t"lrlt SM' l ha n' o ! tJotlhu CO 9 l/I' 9/V7d $ l.019, 74 ~ 4/5/1, 9/7/76 
7 ~'" $ l , tUl ,V ? ~ ld •• J: ~ l.1 ~1. 7\1 1 

lX'.Lt;TMI ~1~: 
soo . ~00 [ [ C No :oa 7 l/~ 11/l/19 --1'J . '\1L 4/::;n ?/1/n ~d l/4 -"'~1.~·.!. .19, ~.C'_ _:. 1) ... 1.i~ 

s .i.L;i a. ~ll. ~~ t. _"11!...1 1'L e .!£k.f1.!, <Jl , 1.l~ 

Loi :c: n ni.i SOO ,QOO C l• d• b4W1'.UO Jo Guin•• l~/lV?o $.£ L !ll. t 'H~/71.1 7/6/IG U2 l/l I ; ~1 · :..:~~ :, '!'.! ,. s:1~:,: ~ l'!..0~ 

•!l\·t~'t!.tl?~~ ;11 .. i.~ )~ 
~,w l •• L~ 

:r_.n , .... ~~ ~ 

: 
:u '~~t.l!.:111L.:.i..:*-..:!.''':..:' ''"'""' •• ..._t.:.J..&. 

7/7/1 , ftuc, l\'..:oJ trc:.m ruat : • .atH nat c 11/ .~n .. , : .. r~~·r\ ; l. ~ J,t•) 

11: .;;. C~r.i.;,, l 1n r1nt !;Alk/,ll \ lly lh,r,C, l .>r. J ~n •: , .il:»,COul 

9/8. 71. c1 .... l \ ., f11.! :.~uunol Cny 11.u\c., :.~1.i!\ n
1 

(., 4 C, tOJI 
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"JY'"SU MM /,RY OF AI. L P URCHASES 

Date of :-lomln0>! Stated Ylcld/Prlco Ac t uni Purcha:.cd Tota ! Yield to 
~ Val uf'! Issuer Coupon Maturity .!1£.'!!!h!..fil_ Cot.t !ntorest Cost Mnturl t"£ 

SHORT Tl:R t.1 7/6/76 s 950. 000 The Sonwa Bonk CD 7 S/f.1% 9/:? 1/77 7. S'X. Sl,008 , 564 s 1, 000 . se.: 7 . S'l.'.. 

rnvrnpJ,LNTS 
7/6/76 750 , 000 Tho Sumitomo O;:ink CD 7 5/8 9/15/7? 7.5 797 . 231 757 , 23 1 7 , 5 

7/6/76 300 ,00 0 Cltlhn nk C D B 1/0 0/l/76 5 S/8 323 ,.1e11 323. t, 8t, 5 S/ B 

7/G/76 600 ,000 C ltlhanl: CD s 3/8 8/5/76 s 5/0 007.~CS 807 , 20 5 s 5/8 

0/18/76 1, 000, 000 Cl tl llonk CD 6 1/8 9/14/76 «; 5/16% l , QI(,' l'l7 1, 016,197 5 5/lii 

fl. ~~2_,].Q l ~.51,~l-

M!:D!U '. IT.RW. 8/5/76 I, COO , 000 0 f Ct: No tn:i 9 1/8 S/IS/30 101 3/4 1. 011 . sno 20 , :?77 1, 037 , 777 B, 6(1 

!!'J•.=s::.~ 
r /'J/7u 500 , 000 Ou: ol:umpo Oy l\tt•·~. 7 1/2 2/1/79 96 1/8 ·: bO , l1:?S IS, 583 ~oo , :oe 'J. 00 

b/10/'lli ~00 , 000 Oi;:o::u:r.;>o Oy Nr1tcs 7 1/2 2/1/79 St; 1/8 .;110 . c.2:. 19, GG7 SGO, 312 ~ . vG 

9/l-l/7G l, 000 , 000 ft~~ t Nat10:111 l 11.inl: of Ch!c.,oo CD 8 l/il 'J/3/91 99 l/ll :J!l l , :!~O 2 , .: u2 993 . 73:? 9 . 3·1 

'J/28/76 !!00 . 000 y,,:iud.i Tru:it ""J l111nl:tnq Cl> 1 1/2 9/:!6/78 !l!J l /U e,z: ~s 692 ,1 ::~ 1 . ti3 

----- S1 1 ·U·1!~ ~ftfl·~ iL? ,_~2~_ 
--~ 

:.o:-:c 11:1{:.1 9/27/76 500 , COO Provlnco c ! Sn:;k .. tch.iwon 6 3/-1 9/1/0G 100 Hill,Ol'1l ... --'--' • .:L'.:2.. r,J1, l r, .• 
5 

~ . Si 

..1 ·:,,., .~, f\1r • r 
T07f\L S.!LJ.1:!. • .-:\!. '.'!i5 .ll.:l!.. ~4 IJl, Ql-1. 



II. C.\P!T:.&. jlOWS 

Ac!dtt!ons 

Withdrawals 

!\ct 

Sh.rt Torm Invost mcnts 

1'1.cdtum Term lnv,u tmonts 

Lon9 Torm tr.vos trr.cr.ts 

Convertible & I:<;u! t lo9 

!.nor·~ Tcrr.i (r.voct~or.:.: 

:.:.io.lt.im Torm tr.voa t:=:onui 

Lon9 Torm tnvoetmor.:s 

: ConvorttbleJ & t:qultlo9 

t:ut lr.cumo (CoGh b ... i lo) 

rrococJ~ or s .. 1os (l'rtncl:>~I) 

/\CCOUNTfNG SUMW.ARY 

IVLY I. !976 - Sf P':J:M!lJ;!! 30, 1976 

S 2, SC0,000 

(3.000,000) 

$ ( 500 . 000) 

s 280 ,62 1 

309 , 9~0 

G~ . 007 

61,161 

s 71 $,n9 

rurr.h 1u~ 

$3,952 , 701 

J , 862, 1:5 

soo.ooo 

71~ . 729 

9,091.,0H 

a,31 um. 

( soo. 000) 

ltl .l~U 

s 305,413 

I 53, l 99 

<:~!rs 

G.1:ns 
~ (!.~:.) 

$6 ,098,7)7 

l,SG0,99S Sll ,73<: 

401, OS 10,625 

Ne t Purch.u;o:i 
rrocnNh r~:- .. ,,,,!~1 ! 

$6,098,7'17 S(2 , H6,05G) 

1, 574,729 2,287,3SG 

412. 500 67,500 

SU , OLv, o:G ~ 228, llCiO 



']_ SUMMARY OF INCOME EARNED 

+ + = + = 
Income Received Income Received Int . Purchased 

Cash Br.sis Cash Bas is In Current Qtr. Net Income Accrual at Accrual Income on 

(from Inventory (from Sales (from Purchase Received Beg inning of at End Accrual 

f chedule) Schedule) Sche!'.lule) Cash llas is Period of Period Basis 

Short Te:m Investl':lents ~. 142,974 $1 37,647 $280, 621 $196,031 $220, 823 530:;, 413 

Medium Term Investments 323,687 48, 282 62 ,029 309,940 681,136 772,391 401, 195 

Lo:sy ·rcrm Investments 46,500 :!0,666 3, 159 64,007 302,380 391, 572 153 .199 

Equitie s & Convertibles 61,161 
61.161 88,931 81, 173 53 ,403 

·-----

$574.322 $206,595 $65, 108 FIS,729 $1,268,'170 $1 , 465.959 ~9 ]3 . 2 10 

" 
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Selectinn of Discretionary Fund Managers 

Studies: We have found no single investment rnanager or investment 
method with exceptional performance in all market environrnent:s . 

It is, therefore, necessar y to set forth the philosophy of the invest­
ment organizations, their a pproaches to the investment of discretionary funds 
and the resources they bring to bear on this part of their business. 

The first p1·iority should be to id entify those characteristics fe lt to be 
most important to tl1n fund . The more information one hns about manage1·s, 
the better the chances are of se L.:-cting a manag e r that has the characteristics 
the fund fee ls are important. 

The following items a rc important areas of inqu iry uy the ft1nc! in dis ­
cussions with prospective inve s bnent m a nagen;. 

Organ i ,~ntion: An under s tanding of the business ba s~ o f lh c organiza ­
tion and its p :Lre nt (if any), its current s latus a nd a ny conflicts wilh lh c parent's 
business, and the nature of ownership and c a pital g iv e a11 i11cli 1.:;:it ic1n o f wlwthc r 
the investment management orga11i:1.atio11 i s lik e ly to r ema in s tr11cLurccl a:; il 
presently is or whether change is likely. The irnpo rtanl poinl~ to r ev iew with 
the manager may be the importance of ll1c im cslmcn t <.:nl i t y' s profits lo Lhc 
whole , lhe nature of its c l ient base, how pot ent ial confl icls o f inte r es t within 
the management organization a r c r eso lved , n11d wha t motivation fo r the sta ff 
the form of ownership may provide. 

Slaff: Staff 1nust b..: s ufficient l cJ irnpporl thl' invt:s ltlll!nl phi lm;uphy , 
sys t e m, t·csea r c h ca pabil il.ic :; and sscls u11dc1· n1a11:1g vnwnt. In cnn_j1111d:io n 

. with biographies, interviews rnay provid e the ba :-; is Lo as~H'SH Lhe l'X !H'ri<'tH;c , 
m aturity and capabil ity of key s la ff nwmbcrs ;incl po r tfoli o 111:'\nager s , 111ake 
ce rtain t he fund would r ece ive the level of altcntiun it dC':.i· t· vcs, nnd ddc1·mi.n c 
whethe r lhc inv estm e nt ph i lo soph y i s acc e pted lhroughoul th e 0 L·ga11i .-.alio 11 . 

/\ s:; l'ls lJ 1Hh~r l'\ l;u1::i;t•1nc 11l: The rd :lli v · c111ph.1:;i•, i·• 011 t h" l)'(h' :; nf 
acc:o1111ll:; under manage ment· al n 11e point i11 Lim~. ll m:iy lil· i1nport.111l lo k11ow 
whcll1cr thi H rdlc!cls the o r ga ni za ti on's clir cction fol' the future. Thu fund 
s hould compare the 1nix of s tock, hond a11d cas h r ese rv e :1n:w Ls Lo lllL' philos­
ophy, con s ider the number of s leek .rnd h'' IHI ac~o1111ls, n11cl find out IHHV these 
may d iffe t· from tlw past. 

Jlhil osnp hy: The fun d n 1trnl cJis c c·1·11 Lill! inVl' SLlll"tll. •>q~ ,tllt i'.il l io 11 1 s t:cllltra l 

phil osophy :rnd mclhvd of impl<:mc11lation to c.lctcl'111in1: whNh <' r !' ll t:h u 1· g;1 ni .,,aLio n 
su it s Lhc fund rcq11i1·c1Ytcnls , especially wi lh re s pt'cl Lo :l ssd mix, f11!x ibility in 
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the use of cash reserves, and diversification of securities and issues within 
a portfolio. The fund. must be certain that there is sufficient staff and a 
defined system in order to impl ement the philosophy. The ft1ncl should al so 
know whet her the philosophy is new or r e lative l y long - standing ancl how it 
may be affected by extreme market cc:ndition s . 

S yste_!n: For a fund to be able to have confidence in a manage r . the 
system must >e understandable. It must fit the m anage r' s organi;'.ation, 
philosophy and personnel. From bio g r a phie s o r intervi ews the fund s hould 
discern whethe r key people a r e pe7forming th e most important function s in the 
system. Along with a n understanding of how th e s y s tem function s Bhould corne 
a sense of how id eas are gener ated, the main sources of input and the impo r ­
tance of thc individual portfolio m a nager to the proce s s . The account Load per 
manager should also be considered a t this poir.t. 

He s carch : This function may no t b e e qua ll y impo rta nt for :d i inv l'.'~ bHcnt 

philosophies and s y s t ems , but its importanc e a nd depth s hould be un<let· s Loo<l . 

Fee s : These a r e v ery often n e gotia ble .rnd Clex ibl c ; so th e fund s hould 
inquire spe cifica lly as to fees in r e latio n to the s i ;r.c o f Lh c fund and s pec ia l 
service s r e quire d . 

P c dorinan c.: C' : Pc rfonnan c.: c r e fl ec ts Lh c 1·c s ulls of th e pa s t ;111cl i ~ 11 0 L 
a prediction for the future . The pedorrnance of ni os l in v 1·s lnwnt o rµani z;1tions 
i s cl c p e n ti c n t in g r c a t 111 ea s u r c o n g c n c r a l m :i ,. kc L con cl i t· in 11 s an cl rn 11 s t b t• v i t: wed 

in r e lati o n lo marke t c ondit io n s during tlw s pe c ifi c tin1c period cove red . · It 
i s important to und e r stand the r ca::;on fur Lh c o rg.1 ni r.alio n 1 s pcrforrnil11n: r c1rn lt s 
in the pn s t( s taff, philosophy, s tyle, iss ue sr; LccLi u n 0 1· indu s try wl·ig h t in gs , 
among ot hc r s ). 

Typ e:; of Mon<' Y Man a g c n1 c 11t O rg:rni ;r.alinn s -

J\ ~\ll k s 

ln s u ran c.: e Co 111p,tni cs 
In ves tm e nt Manag c menl l·'i r111 :; 

lnlc rna l S taff 

Th e g r c a l bulk of moni e s il r e s li l I n 1a nagcd by l>.m k:; . /\ 11 l,1jor po1·Lion 
o( Lhi R rno n c- y i s manag e d in indiviclu .. d a cco un t s , and !ht' lrca lnw 111 (l f thn s c• 
fu111I R i ~ VC"ry mu c h l ik e thOlL p t· ov idc cl by ind c p ' 1H l1 ·11L in vcs lrn c n; 11 1.1n:IJ.! l' llH'l\L 
con1pan ics. The b:inlrn havC! nl s o C' s t.:1bli s hN I pooll!d inv1:s l rn c nt t.ru s l s for fmd s . 
The s e a r e vehi c l e s that ::; c r v c! a var i cly of purposes . Fu r s nHlll fund s Llw y 
prov ide n way of g c t !: ing intensive m anag ement in ;1 w.qr lh i1t i s nl1l pr.Lcti c: a l if 
Lhcy w e r e to h e indi v idual ly ha ncil c d. For lar gc 1· fund s tlwy t iffc l" ;1 w .iy or 
p1·ovidi11g s p ec ia li 'l.. ecl invl:s trn c 11L opporlunil i c~ , ·i t·h ·r in ri oky t> l?Gllrili cs 0 1· 
in s pe c ialized holding s s u c h as s ho rt- h•rm invc~s l111cnls wlw r c iL 1 ?-> cll?s ir:dJ lc 
lo gel a s pread of ho ldin g s rather than t: crncc: nlrating in a l imite d ll\lmbc 1· of iss \ll! S . 
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Over the years , banks have emphasized thei r fiducia1· y re sponsibil ity 
for the monies under the ir supervision, and that has been a majo r selling 

. poin t with them. 

Insurance companies have become increasin,gly competitive-. in recent 
years in offering investment servi ces. The gL·eat bulk of the rnon ~s which 
they han dle for such funds are held in their general accounts _ Th .:sc arc port­
folios largely invested in bonds and mortgages but whic h also inc ude stocks , 
real es tate and various miscellaneous investments . These arc r iass i vc pools 
of capital, and the insurance companies are able to offer guarant ees with res ­
pect to con tracts they offer based on their gene r al accounts. Some of thoGe 
contracts involve on e - shot guarant ees on a lump-sum clcposil m ade at."\ speci fic 
time , and others provide a guarant ee over som~ period of yea r s . 

In add it ion , insuranc e com panies o ffer a broad r ange o f sepa rate account 
investments which arc very similar to the pooled t ru st vehicles offered by ba nks . 
They include equ i ty investment, sepa rate accounts , bond investment, sho r l ­
term investment accounts and, in the case of a few companies , re;il e~latc 
accounts . 

Th c th i r cl m ti j o 1· ca t cg o r y o C o r g an i z ;i ti o n s o f fe r i 11 g s c I' v i c: c ~; Lo f 11 n d s 
arc investment 111«11agemcnt firms . These i11cludc indep1:ndcnl; 01w:-5 and those 
tlrnl arc affili ated wilh broke rag e houses or otlH•r finnnc1nl insl.ilutions . Tlwse 
o r gan i r.at ions typically o ffer sc 1·vi ccs in lhc form of 111anaging a11 ind iv id11:il 
ac co unt: and tying Lhc invcslmenl management of t:ho sc funds Lo tlw p:i.rLic:ular 
n ccds a nd c i r cum s la n ccs o f thc i r fu nd c l i cnts . Sarne o f th cs c orga ni :t.at io n s 
a. r e spec iali sts focusing o n paL·ti cular type s of sec uriti es . 

F ina ll y, th e r e arc sornc funds , generally the v;i 1·y largest ones, who 
use internal s taff for m a nagement r:> f Lhcir a ssets . Thal is a possibilily tha t i s 
worth con s ideration if you u. r e confid ent Lhat you c;in hi l'l' 1111d rd.lin co111 pl'tcnt 
p1·ofP-s s io na ls who wil l b e ab le t:o work wi th Lh e lru s l.<·•· s of Lh1! fund in <;:;taulishing 
poli1.. 1cs and p 1·ocNlur cs that will m eet th e ir p;Ht icu lar nc1!d:; , 

Conclusion: It i s clear Lhal the r e i s a very hro:1d rn c· m1 Lo chooSl' fr om 
i11 lhe investmcnl adv iso ry fie ld. A s ysLcrnntic p1·o cP<l11r1• (0 1· <.:on s id1! ri11 g 
LlH' va ri mlli c hara c; h• ri slics of the cliffC'rcnl 0 1· g:111 izaLio 11 :; i11 li gh t of y•,111· p.H­
ti c ul a r fund 1 s L'l'quirc• llH!llt s , ca n ti UbstanLinl ly inc r ease· ll 1v li kt• l i lHHHI lllat you 
arc going t.o be ab l t! lo s<1til:1fy youl' long - lcrm invcsLml;11t 1u:ed :; . 
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Exhibit VIII 

e LEVERAGE 

As noted in Exhibit I, one cf the principal reasons which motivates a 
borrower to incur a debt obligation is the ability it provides him, through the 
acquisition of fixed assets or other uses, to accelerate his rate of growth beyond 

• that which he would otherwise be able to achieve based solely on his ability to 
generate capital funds internally. As al.so noted, 'all lenders are dependent on a 
borrower's future revenue stream for payment of both interim interest and the 
principal amount at maturity, either by a direct payment or from the proceeds 
of a second, refinancing borrowing. 

e For a corporate borrower, the two limitations on its borrowing ca~acity 
are its level of revenues and the amount of its equity capital in relation to its debt. 
A company's level of revenues is scrutinized as a measure of its ability to meet 
the in~erest and principal payments on its obligations, as well as such payments 
on any subsequent refinancing borrowing, and l enders generally do not make debt 
available urJ.ess they feel assured of an adequate margin to accommodate periodic 

e fluctuations. Similarly, the amount of debt which a corporate borrower is able 
to incur is limited by the amount of its equity capital which, because of its junior 
nature in liq\\idation, provides a margin of safety to creditors under the most 
adverse circumstances. Importantly, this l atter debt constraint assumes that 
the borrower's revenue stream will cease if and when his other activities cease. 

e A municipal or local government borrower, unlike a corporate entity, has 

• 

no equity, but also has a perpetual revenue stream as a result of its power to tax. 
The constraints on a municipal or local government borrower's debt cap acity are 
thus derived from the extent of the property or income base over which its taxing 
power extends, with limits being set in recognition for the need for a reserve in 
the e.vent of an economic reversal that would advcrs ely effect the revenue stream . 

As the Permanent Flmd, because of i t s status and of the substantial size 
and guaranteed natur e of its future resources, will be able to issue tax exempt 
securities bearing the highest credit ratings, it will have access to a large number 
of attractive leveraging opportunities. Highly rated tax exempt bonds can normally 
be sold at an extremely advantageous interest cost t.o the borrower, principally 

e because of the exempt nature of their interest payments . 

As discussed in Exhibit IV, the proceeds of a lax exempt security may 
only be used for certain specifie<l exempt purposes such as public and m•micipal 
development projects. As a result, if the Fund were to borrow on a tax exempt 
basis, it would have lo invest the p1·occeds in qualifying projects a nd would not, 

e for example , be pcrmiltcd lo jnvcst th ese funds in corporate securities of any 
lypc, whclhcr publicly issued o r privately placed. 1( lhc Funcl wished to borrow 
lo invest in cot·poratc securities , it would h ave lo do so on a taxable basis and, 
conucqucnlly, at a higher interest cost. While we believe that the presence of both 
t axabl e a nd non - taxable debt in the FuncJ' s liilbility stl'ucture would not have an 
adverse impact on an investor's perception o f its credit quality, any taxable financ-

e ing because of its higl'e r cos t would act: to slightly reduce the amount of cash avail­
able for investment by the .Fund. Because of these factors, the Fund may wish to 
consider utilizing its own borrowing capacity to s uppo1·t public development projects 

• 



and to allocate its revenues towards private sector investments. Through the 
commitment of its resources and financing capacity via investments and guar­
antees supporting private sector activities, the Fund could, however, permit 
specific projects to achieve a higher degree of leverage than would otherwise be 
possible. 

As to the form of financing which the Fund might undertake, we do not 
believe that there is any necessity c..t this time to contemplate is sues other than 
unsecured senior debentures. Because of the size of the Fund's ultimate equity 
base, it should not require supplemental subordinated debt and, similarly, should 
attempt to achieve the longest maturities possible on its borrowings consistent 
with the objf' tive of interest cost minimization. To the greatest degree practic­
able , investt.n.ents made from such borrowings should match the maturities of the 
Fund's liabilities. 

As noted above, through its investment and guarantee policies, the Fund 
could transfer a portion of its debt capacity to private sector activities . By pur­
chasing equity (preferred or common) securities in a private venture, the Fund 
would be aiding the entity in the establishment of its capital base and .would permit 
it to raise a larger amount of debt from other non-public sources on more attrac ­
tive terms than might otherwise be available. Similarly, i! the Fund were to pur­
chase long term subordinated debt issues of a private sector project as part of a 
total financing package, it would be contributing near equity and would thus also 
encourage the participation of non-public lenders in the senior financing of the 
project. A similar effect could be achieved if the Fund were to act as the major 
participant in a syndicated loan to a private borrower or to agree to provide the 
permanent, long term financing for a private development project. Such a trans­
action could also be effected if the Fund were to sell participations in its private 
sector lo ans to other non-public investors with recourse to itself in the event of 
default. In effect, the latter type of transaction would represent an indir ect form 
of leverage by the Fund. 

The Fund will not, however, be able to leverage itself, either dir ectly 
or indirectly beyond its capacity to comfortably service ils debts (and to provide 
for fulurt : contingencies) and to offer its c redito r s an adequate margin of safety 
based on i:he lype of its investments . Although it is impossible to determine 
e~actly how much leverage the Fund will be permitted or will ultimately employ, 
the quality of its as sets will have an important effect on its maximum level of 
debt . A sound asset base will support a higher level of debt than a pool of specu ­
lative or imprudent investments . 
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Exhibit IX 

GUARANTEES 

A guarantee is a contractural commitment to assume another's obligations 
if, for certain reasons, he is unable to meet them himself. Guarantees of finan-
cial obligations may be of two types, either a guarantee of performance - where the 
guarantor has the option of either assuming the debtor's obligations and keeping 
them outstanding or paying the amount due immediately upon default - or a guarantee 
of payment - where the guarantor must pay the full amount to the guaranteed party on 
default. Of the two types of guarantee, a guarantee of payment is the most acceptable 
to lenders and is most.widely used. A guarantee may also be a guarantee of interest, 
principal or both and ;ither foll or partial with the value of a partial guarantee 
being dependent upon the amount of the guarantee in relation to the total obligation. 

A guarantee of a debt obligation ~ubstitutes the credit of the guarantor for 
the credit. of the borrower. Because a guarantee provides a lender with protection 
against loss in the event of default, lenders are generally willing to purchase guar­
anteed obligations on more attractive terms than non-guaranteed obligations . In the 
case of certain borrowers of weak cr edit standing, lenders will not purchaue their 
obligations without a guarantee. A guarantee is of no value, however, if tlw guar ­
antor is not of sufficient credit standing lo easily assume lhe guaranteed obligation. 
To compensate for a weak guarantor, guarantees a re often secured by assets of 
the guarantor. Due to the potential liability, guarantors a l so frequently charge a 
borrower a foe for issuing a guarantee. 

Becl"luse of the likely future size of the Fund and its fin.incial strength, 
its guarantee would be most highly regar<letl, in ou1· opinion, by ul:her lenders 
and, if given, would enable a borrower to more easily attract clebt. and to achieve 
finer terms on its issues . 1n c ertain cases , the Fnnd' s guarantee might enable a 
borrower unable to obtain credit on its own to secure financing . 

From the stanclpni nt of a l ende r to a guaranto1·, however , a guar antee 
constitutes a contingen t claim on the gua r a nlo l' 1 s a A sets which if called upon 
might inhibit th e payment of hi s direct obligalion. A s a result, an entity cannot 
guarantee obligations indi scriminatcly without limiting its own debt capacity. 
Similarly, execs sive issuance o f guarantees by a guaranto L' will, over Lime, 
reduce their val\\c to third parties . /\ guarantor has a fi<luc in ry responsibilily 
to· maintain lhc value of its guarantees . 
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Exhibit X 

CREDIT RATINGS 

A credit rat ing on a debt issue represents an evaluation of the borrower's 
ability to repay its obligation as agreed and, as such, is an indication of the 
quality of the particular sect rity as an investment vehicle. The two principal 
agencies which provide credj t ratings are Moody's Investors Service Inc. ·and 
Standard & Poor' s Corporation. Each of these agencies has its own system of 
credit quality classifications covering both the highest quality and the most specu-

- · lative debt issues . A description of these agencies' individual ratings and their 
intended interpretation for both corporate and municipal. securities .:., contained 
in this Exhibit . 

A credit rating is dependent upon many factors, both objective and subjec­
tive, but principal among these are an issuer's size , its level of debt in relation 
to its capital structure and its level of income in relation to the magnitude of its 
interest payment obligations. In general, the larger the issuer, the lower an 
issuer's level of debt and the higher a11 issuer's level of income in relation to 
interest expense, the higher the credit rating will be on its debt securities. 
Importantl;·: a credit rating cloes not apply to all the debt securities of an issuer 
or to its ability to pay its debts in general but only to a single, specific debt is sue 
for which a radng h as been requested. As a result, a rating is also dependent upon 
the terms of tr. e particular issue and to its status in the issuer's capital structure. 
A secured or guaranteed obligation m ay, for exampl e, be ratec~ higher than an 
unsecured obligation of the same issuer and subordinated securities are normally 
rated one category lower than senior securities. A study of certain 0£ the financial 
statistics which we believe ar c important determina nts of the v .. uious credit r a tings 
is also contained in this Exhibit. 

A c r edit r a ting g reatly assists investors in their eva luation of t h e credit of 
an issuer anc.l, in some cases, forms a.n important: p ar t of a buyer's i ndependent 
analysis of a security' s investment merits. Cl'e<lit ratings also provide an effec­
ti v c determinant of the quality of the as sets in an inv es tment portfolio and a r e 
frequently us eel as portfolio management tools, wit:h highly t·ated is sues being 
espec ia lly sought after. As a result, issues with higher credit r a tings con1monJ.y 
arc able to comm and finer te1·ms than lesser rated issues. Thi s importance o( 
ratings ·in the issuan ce of debt securities requires i&s uers to be conl:inually 
cognizant o ( the likely impact of internal decis ions on future fin ancing needs . 
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Description of Bond Ratings 

Standard & Poor's Corporation 

AAA 

Bonds rated ·AAA are highest grade obligations. They possess the 
ultimate degree of protectio~ as to principal and interest. Market­
wise they move with interest rates, and hence provide the maximum 
safety on all counts . 

AA 

Bonds rated AA also qualify as high grade obligations, and in 
the majority of instances differ from AAA issues only in small degree, 
Her e , too, prices m~ve with the long term ~oney market. 

A 

Bonds rated A are regarded as upper medium grade . They have con­
siderable investment strength but are not entirely free from adverse 
effects of changes in economic and trade conditions, Interest and 
principal are regarded as safe. The1 predominantly reflect mon e y rates 
in their ma rket behavior, but to some extent, also economic conditions. 

BBB 

The BDB, or medium grade category is borderline between definitely 
so und obligations and those wh e re the speculative eleme nt begins to 
predomi nate. These bonds have adequate asset coverage a nd normally 
are protected by satis fa ctory earnings . Their susceptibility to chang ­
ing conditions, particularly to depressions, necessitates constant 
watchin g . Markctwi sc , t h e bonds arc more responsive to business and 
trade conditions than to interest rates . This group is the lowest 
which q ualifie s for commer~ial bank investment . 

dD 

Bonds given a DB rating arc regarded as lower medium grade. They 
have o nly minor investment characteristics . I n the case of utilities , 
interent is ear 11 od consistently but uy n arrow margi ns . In the cas e 
of other t ypes of obligors, charges arc earned on average by a fair 
margin, but in poor periods deficit operations arc possible . 

D 

Bo11tls ratctl as low ,,r; ll arc spcculcltiv<' . c>riymcnt of interest 
cn nno t be ass ur ed under difficult economic condition s . 



CCC-CC 

Bonds rated CCC and CC are . outright specnlations, with the lower 
rating denoting the more speculative. Interest is paid, but contin­
uation is questionable in periods of poor trade conditions. In the 
case of CC ratings the bonds may be on an income basis and the pay­
ment may be sma~l . 

c 

The rating of C is reserved for income bonds on which no in­
terest is being paid. 

DDD-D 

All bonds rated ODD, DD and D are in default, with the rating 
indicating the relative salvage value. 



Description of Bond Ratings 

Moody ' s Investor Service 

Aaa 

Bonds which are rated Aaa are judged. to be of the best quality . 
They carry the smallest degree of investment risk and are genecally 
referred to as "<jil.t edge." Interest payments are protected by a 
large ' ar by an exceptionally stable margin and principal is secure. 
While the various protective elements are likely tq change, such 
changes as can be visualized are most unlikely to impair the funda­
mentally st~ong position of such issues . · 

Aa 

Bonds which are rated Aa are judged to be of high quality by 
all standards. Together with the Aaa group they comprise what are 
generally known as high grade bonds. They are rated lower than the 
best bonds because margins of protection may not be as large as in 
Aaa securities or fluctuation of protective elements may be of g r eater 
amplitude or there may be other eleme nts present which make the long 
term risks appea r somewhat larg e r than in Aaa securities . 

A 

Bonds which are rated A possess many favorable investme nt attr i­
butes and are to be considered as upper medium grade obliga tion s . 
Factors giving security to principal a nd interest are c onsidered 
adequate but elements may be present which s uggest a susceptibility 
to impairment sometime in the future. 

Baa 

Bonds which are rated Baa are con sidered as medium grade obli­
gatio n s, i.e., they are neither highly protected nor poorly secured . 
Interest payments and principal se.'.:urity appear ildequate for the 
p~esent but c ertai n prote~tiv e elements may be lacking or may be 
characteristically unreliable over any great le ngth of time. Such 
bonds lack outstandi n g investment c haracteristics and in fact h .i ve 
speculative characteristics as well. 

Ba 

Donds wh ic h clrc rat e d oa arc ju<lgcd to hav e specu lative clr.me nts ; 
their future ca nnot be con sidered as we ll ussured . Ofte n th e pro­
tection of interes t a nd princ ipal payments may be v er y moderat e and 
th c'!"e by n o t we ll safeguarded during both good and bad time s over the 
future. Un ce rtainty of position c hara c tcrl.zes bonds in this class. 



. B 

Bonds which are rated B generally lack characteri~tics of the 
desirable investment. Assurance of ~nterest and principa l payments 
or of maintenance of other t~rms of the contract over any long period 
of time may be small . 

Caa 

Bonds which are rated Caa are of poor s tanding . Such issues 
may be in default or there may be present elements of danger with 
respect to principal or interest~ 

Ca 

Bonds which are rated Ca r epres en t obligat ions which are specu ­
lative in a high degree . Such issue s are often in d efault or have 
other marked shortcomings. 

c 

Bonds which are rated C are the lowest rated c l ass of bo nds and 
issues so rated can be r egarded as having extremely poor prospects 
of ever attaining any real investment standing. 
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INTRODUCTION 

The Industrial Bond Rating Study ahov s se!ected financial data on 
companies with a senior debt rating aseigned )y Moody's and Standard & 
Poor 1s. The companies in the study include those who have issued debt 
recently and on whom there is complete historical information in the com­
puter data base. The figures in the study are calculated from historical 
data and do not give effect to issuance of debt a fter the end of the 1975 
fiscal year which, in some cases, could result in a change of a company's 
rating. The bond ratings are those shown in the May 1976 bond guides 
published by Moody's and Standard & Poor' s and the new issues included 
in the study are those sold to the public thro ... .; "- ~. :ay 1976 . T he study is 
only intended as a general guide to the financia l qualifications for a 
particular rating since other facto1·s s uch as characteri stics of the industry 
and the qualities of ma:1agement a re a l so important. 

The fo r mat of the s tudy has been modified s lightly to include pre ­
tax intercf>t coverage for 1972 in order lo give <l longer hi s tory of coverage 
figur c::i . 
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CHANGES TO BOND RATING STUDY SINCE 
PREVIOUS EDITION OF OCTOBER 1975 

Company 

Eltra Corporation 
Time Inc. 
Texasgulf Inc . 
AIRCO Inc. 
Big T hree Industries Inc. 
Cyp:r-us Mines Corp. 
G::eyhound Corporation 

Company 

Singer 
Vi c tor Complom e ter 
White Mntor 

Company 

B "'atricc Foods 
Sterling Drug 
lntc rna li o nal Paper 
ll . S . Stcol 
Union Cam p 

Company 

C umrnin a Engi nt· 
Fl•cle l' ::t l Mo~ul 
1 n t ' 1· na li n na I 11.l r v c• ~ t c- 1· 

Chry~ l t.: r Coqwr, tio1 

/\. O . S m i th 

ADDITIONS 

Rating Company Rating 

A a - AA Hospital Corp. of America A-A 

Aa-AA Hud son Bay Mining & Smelting Co. A - A 

A-AA International Minerals 6.. Chemicals A-A 

A-A Stanley Works A-A 

A-A Transame1·i\:a Corp. A-A 

A-A Browning Ferris Baa-BBB 
A-A 

DELETIONS 

Rating 

Baa- BBI3 
Baa-BBB 
J3aa-B13B 

UPG RADINGS 

P rc!vi OUH New 

Ra Li ng H.a ling 

Aa a- AA /\aa-A/\A 

/\ a-AA /\;i - A/\/\ 

A - /\/\ A'l - /\A 

/\a- A /\.1- /\A 

A-A /\ /\/\ 

DOWN<; llA DING~· 

P1·ev ious New 
Haling Hal ing 

A - A A - f\BI 
/\ - /\ n aa-A 
A -A A- nn n 
Hlla - /\ Haa - 1\ HI\ 

na:1- /\ l \aa-1\BH 

Expla nation 

Downg r a ded to Ba - BB 
Downgrndcd to Ba -BB 
Down1:rr a d c d to Bn-B B 

C<>m m,·nt on Fina uc ial Re co rd 

S tro ng Ralio 13 
S trong Ratios 
S lrnng R a tio s 
SL l'o np, Ratios 

S t nrng Halios 

C on im<'n l o n Financ ial nc c ~ 1 rd 

Dcdining cnv<'ragc! , inc r . d e bt. 
I h •c · i ni ng cove r age. 
L ow {' tW ., inc r . tt hn r l-lc l' lll d e hl . 
l)l·diuing cov . , inn· . sho rt-It' r m 
tl (•bl. 

I) ('C Ii I\ i ng <.:OV t! 1·ag c . 



EXPLANATION OF HEADINGS ON BOND RA TING STUDY 

Column 

l 

2 

3 

4 

5 , 6 , 7 , 8 

9 

10 

Heading 

1975 EBIT 

1975 EBIT % 
Asset s 

5- Year Growth 
Sal es 

1975 Cash Flow 
% Debt 

Pre tax Interes t 
Cove r age 1972 , 
1973, 1974 a nd 197 5 

1975 Total 
Ca pital 

Short- T e rm De bt 
as a% of Tota l 
1972 Capita l 

Explanation 

Earnings before a ll interest 
charges and income taxes 
for 197 5 before extraordinary 
gains or losses . 

Earnings before a ll interest 
charges and income taxes in 
1975 as a percent o f 1975 
as sets including a ll intangible 
as sets . 

Compound annual growth in 
sales during the past five 
years . 

Net i ncome plus depreciation 
a nd deferred tax items as a 
pe r cent o f total short ;ind 
l ong-term debt in 197 5. 

P retax cov e r ag t! of total 
interest charge:; in 1972 , 1973, 
197·1 a nd 1975 . 

Tota l capitalization 1n 1975 
(includi ng s ho rt-t-rm d ebt 
a nd mi nority inte r est but 
excluding deferred taxca) . 

S h ort-te rm d ebt inc l11di ng 
c urrent maturili cr. o f long­
t ·rm d ebt as a rc r ccnl o f 
tota l 1972 capl ta li zat inn 
(including s h o ... t- l · i- m d ebt 
and minority i ntc ·«·st but 
·xc luding d cfc rr~ cl laxes ). 



Colnmn 

11 

12 

l 3 

14 

15 

-2-

Heading. 

Short-Term Debt 
as a % of Total 
197 5 Capital 

Long-Term Debt 
as a % of Total 
1972 Capital 

Long-Term Debt 
as a 0

/ of Total 
1975 Capital 

Total De bt as a % 
of Total 1972 
Capital 

Total Debt as a Yi, 
of Total 1975 
Capital 

Explanation_ 

Short-term debt including 
current maturities of long­
term debt as a percent of 
total 1975 capitalization 
(includi11g short- term debt 
and minority interest but 
excluding deferred taxes) . 

Long-term debt as a percent 
of total 1972 capitalization 
(including short-term debt 
and minority interest but 
excluding deferred taxes) . 

Long-·term debt as a percent 
of total 1975 capitalization 
(includ ng short-term d ebt 
and min"'lrity inte rest but 
excluding deferred tax(!S) . 

Total debt as a percent of 
to tal 1972 capitalization 
{including short-tenn debt 
and lninority interest but 
excluding deferred taxes). 

Total d ebt as a p e r cent of 
tota l 1975 c.:a pitalizatin n 
(including s hort-te rm debt 
and minority interest bul 
excluding deferred taxes). 



WHITE , WEL.D & CO. INCORPORATED 
B~~ D RATl~1 SURVEY 
SUMHAHI STATISTICS 

1975 
1975 5 IR CASH PRE- TAX 1975 ll llOE9T AS % o: TOTAL CAPlTALtZATI0~ 111 

1975 E 1HT~ '>ALES F'LOW I~TEREST COVEHA~~ TOTAL S!-IORT DE9T LO:-l:i OE9T TOTAL o::ar 

RATHI'.: :iR'J~P EBIT ASSET :iR'Jfl lDEBT 197'.2 1973 19711 197'> CAPITAL 1972 1975 1972 1975 1972 1"lB 

f ~.'V•w.~ Ire.~ ~~~:f (;l..J.-CC:-y.(_S 
AAA - AAA 

AVfHAJE 1861 17 . 7 18 82 26.0 21.9 18. 7 111. 9 71, 1 ::;.5 5.0 111. 7 17. ') 20 .2 22.9 

HA XIHIJH 1023? 31. 2 32 1311 80.6 59. 3 110. 2 38.1 227811 28.0 11. l 25.7 23 . 4 110. l 28.9 

XINIHIJH 193 II. 9 q 3') 6 . 8 5.4 3.0 2.3 501 0.8 0.1 3.0 s. l 6. 1 13.11 

AA - AAA 

AVERA'.'.Ji:: 2113 19.6 11 110 110. 3 35 . 7 111.3 19. 1 ')36 5. 7 8. ') 11. 1 6.9 16. a 15.9 

HAXIMUH 330 21. 3 12 112 t;l. 9 3J.6 26.2 19.5 1?80 12.0 10.7 18 . 2 9. 5 3!>. 2 16 . 7 
HINIHU:-1 157 17. 9 10 103 10.3 10 . 2 6. 5 18 . 6 595 2., 7.2 3.0 11.3 6.0 15.0 

AA - Al\ 

AVc':RA'.JE 320 111.11 15 63 12.S 12.6 12.2 '), 8 1667 11.c; II. q 2 1. 1 24.4 25.5 29.3 
HAXIHUH 1 OS6 211. II 3? 1711 37.8 41. 1 113. 9 37.8 5715 111 .9 21. g 110. 7 411. II 111. 3 119 . 0 

l'WIIMIJ~ 111 3.9 s 26 11.c; II, 6 11.0 2.8 248 0.0 o.o 0.5 7.9 7. 1 10 . 0 

AA - A 

AVr:RA'.i~ 11116 15. 'l n so 7.9 'I. 5 8.8 16. 1 2335 ~.2 11.S 2=;. 9 211. I 32. 1 28.9 

MAXCMU:-1 121111 27.6 21 180 15.9 22.9 16.2 65. 3 6111 7 18.6 15.7 ]q.5 35.5 5'.l.6 113.11 

liIHIHIJli 82 10. 1 10 ?5 ?.3 5. 11 11. ll 11.ll 2?6 o.?. 0. l 15.7 7.0 18 . 5 13. 3 

Ii - AA 

A l/c:RA:i!: 26 1 I). q 13 5'? 'l. 0 9. 1 1). 2 8.0 11110 5. 1 '}. 3 23. 2 26.3 28.) 31. 6 

HA Xll':UH 372 26.5 ?3 !')? 19.3 20.? 25. '} ?) . 2 )'105 10.1 20.5 37.5 55. 6 33,5 5!1 . 3 

HINIHJM 59 7.2 6 I 3 II. 2 11 . 11 2 . 6 2.5 331 (), 0 0 .0 8.2 15. 2 Iii. 3 17. 8 

h - A 

A'/eRA'.i!'.'. 13? 12. 3 13 118 10. 0 ') . 6 7.6 7. 0 926 II , 6 11.1 26.3 29.3 JI). q 33 . II 

HAXCHU:-1 10711 3'.l. 3 56 1 S'> 69. 0 62.6 3).0 112. 6 7600 ?7. ll 22 .3 55.7 o5 .5 b2.9 67.6 

IH~ Hill'! - 3 - !>. 1 -7 , -1. ~ 2.2 1. 3 - 0. 1 120 '). 0 0.0 0. 0 s. 1 o.o ') . 5 

A - BBB 

AVE iH'E d1 11. 2 10 111 6.6 'i.I) f>.11 5 .'> 659 5 .3 II. 3 ?5.2 :> i . tJ 3'.l. ') 32. 'J 

HA UHIJ:-1 1? 11 17. 'l 18 ')5 19. 2 17. 7 111. 0 111. 0 ?837 21. 6 17. 5 )4.6 ll6. 0 4).5 '>0 . 0 

HI~ CHU'1 '} 5,r, ll 11 1. 9 I? . 1) 2 .6 1. s 2'l 0.0 o.?. 1),1) 12 . 'j 17. 0 12 . . , 

Bii i\ - A 

A 'lc':kA:;;: 67 7. II 11) '?h 7.0 c;. 11 11.1 2.8 632 6.d 1 , II ~ 1. 0 31. 5 37. d 3:i . 0 

MAXIMUM ?'i 'l 11 •. , 1!1 1q Ill. 'l 1 . 2 f1 J1 II • q 1')11 21. 3 I I. 5 II') . 6 37 . 2 57. 7 112 • 1) 

MIN [t111 .'1 -111 - 1.3 _I) -~ ? . 7 :! . a 2. C) -1. 1 11)) o. 'i ) . ) 20 . 6 ~ ) . 7 23.b 311. 11 

IJA A - ll'lil 

AVEH , >:: 71 11 . '} ,, 31 11. 11 •).II 11.11 3.q ,,,,5 9.6 9 .11 33. 3 33.0 111. q ll 1. j 

MAX !MllH 37'> '3· ., <;Q 1 O'l 11." 1',.0 12. c; 10 .11 31 3 '> ]7 . 2 3:;. q )).7 6? . u 111 ., 71. ll .J 

11 T'H HlJH 1 '). i !) - 'i 1. n 1 • (1 o. ;i I) . 1 107 0.11 O.? 1') . '1 11.ll .,,, • ;t 11. l 



WHITE, WELD ~ CO. INCOiH'ORATED 
BOND h~TINJ S~rlV~Y 

HOODY ' S-STANOARD & POOR' S 
AU - AH 

1975 
1q75 5 YR CASH PRE-TAX 1975 1111 DE8T AS i Or TOTAL CAPITA!.IZATI0~ 11 ' 

1975 EBITi SA!.P.S Fl.OW INfEHE5T C01C:RA~E TOfAL SHORT OEST !.Otlt:i OEST TOTAL oc:sr 
COHPAllY llAME EBIT A5SE:T G R'Jil 'DEBT 1Q72 1973 1974 1975 CAPITAL 1972 1q75 1<J72 1975 1972 1975 

BEAT1HCE fOO!>S NA NA NA NA 13.5 12.8 10.3 NA HA 1. 5 NA 19.6 HA 21. 1 NA 
CAHNATIO~ CO 193 19.2 15 5q 14 .2 15.4 13.2 11.0 779 5 . 6 6.3 17.8 20.5 23.5 26.8 
DUPOn £ .I . 575 8.9 15 63 36.2 39.2 11. 8 4.5 531n 2.6 10. 1 6.7 16.6 9.3 26 .7 
EXXON 10232 31.2 22 97 15.3 2i.q 2:i . 6 n.1 22781l 1.0 1.0 15 .13 15.1 22.8 22.2 
FORD MOTOR CO 690 4. 9 10 39 13.3 10.2 3.0 2. 3 881l3 5. 3 9.2 13. 3 17. 3 18. 6 26 . 5 
GEN ELECTH IC CO 1108 11. 3 q 60 9. ll 8.9 6 . 5 6. 6 58 41 9.7 11. 1 21.0 17. 8 30.1 28.9 
JEN MOTORS 2655 12.3 111 106 57.3 41LO 11. 3 9. 1 15113 2. 1 5.3 6.2 8. I 8. 4 13.4 
J~l.F' OIL C'JilP 2826 22.7 21 107 9.6 17. 1 32 . 5 211 . 8 8322 2. 3 2.6 25.0 15.S 27.3 18.2 
Y.ELLOG'.J COMPAIH' 208 30.6 15 1311 79. 7 38.8 33.7 3B . 1 501 3. 1 2.9 3.0 16.6 6. 1 1<). 5 
KR AF'TCO CORP 300 18.0 12 72 21l .II 12.7 5.5 <) . ll 1215 5.5 4 .8 i 11.0 17. 7 11). 5 22.s 
MERCK & CO 399 2:;. 3 15 ')6 so.~ 58.3 llQ. 2 18. 7 1263 ll . 6 6. 2 3. ') 17." 13.5 23 .6 
MOSIL OIL CIJHP 33'3? 22.5 23 67 1 ·r. 1 22. 1 26 . 1 15.7 <)197 1. 2 5. IJ 16.0 11).<J 23.2 25. ll 
PWJCTErl 1 'JA"I BLE CrJ 660 18. 1 15 76 lllL4 31.9 n.a 17. 0 2747 1.1 2.6 12. a 20.3 13.8 22.9 
SEAHS R'.:>EflUCK NA NA NA HA 8.0 5.4 3. 1 NA !IA 28.0 NA 12 . 1 llA 40. 1 !IA 
Sll~LL OIL CO 955 13. 8 18 q3 6.8 8.5 16. 2 13. 6 5 14 8 0.8 0.7 25 .7 23 . ll 26.6 24.0 
STAND OIL CAL IF' 1'185 11 . 'i 32 'JO 13. '} 20.3 28.2 18 .5 1'l11 a 3.7 1. 5 15. 9 16. '} 11).6 18.11 
s rAll O OIL INDIA llA 2093 21. 3 22 92 8.4 10.9 16.3 16 .0 71105 1.11 1. 5 21. 'i 23 . 1 22 .9 21l. 6 
TEXACO, TN C 11)')7 t1. ~ 31 66 111. ll 15. 2 21. 4 10. 9 11416 1. 9 3.4 111. 5 I q . 6 ?2 .11 22 . '} 

AV ERA:l!: 1116 1 17.7 1'1 !3:? ?6 .0 ? 1. '} 1R.1 lll.'l 7 11 7 'i . 'i •;. 0 tit • ., 17. 'J 20 . 2 22 . '} 
:D Of COMPANIES 16 16.0 I ii 16 18.0 18 . 0 18 .0 16 .0 16 18.0 16.0 18 . 0 16. 0 1d.O 16.0 
Mlll lMUM 193 II . q q 39 6 . 8 S . 4 J.O 2.3 50 1 o.8 0.7 3.0 8. 1 6. 1 13.11 
MAX lH1Jl1 1023? 31. 2 32 1 Jll BO .Ii 5S . 3 110.2 3!3 . 1 22 784 ?U .o 11. 1 2•;. 7 23 . II 11 0.' 28 .IJ 



WHITE, WEL9 & CO. INCORPJRATED 
BOND RATiij~ SUrlV~Y 

MOO:>Y ' S- STAHDARD & POOR ' S 
AA - AAA 

1975 
1975 5 YR CASH PRE-TA X 11>75 il 111 DE9T AS $ 0? TOTAL CAPifALIZAT ION 111 

1975 EB ITS SALES :Low IttTEREST COVERA~:: TOUL SHORT DE9T LO'~:; DEBT TOTAL DEBT COHPANY tlAHE EBIT ASSET GR0W 'J DEBT 1972 1973 1974 1975 CAPITAL 1972 1975 1972 1975 1972 197; 

rEDErl ATED DEPT sroRE 330 17. 9 12 112 18 . 8 13 , 2 10.2 19. 5 1230 2. 1 1.2 12.2 9.5 llL 3 16. 7 G::NERAL FOODS "IA NA NA HA 10.3 10.2 6.5 NA NA 12.0 NA 18.2 NA 30.2 HA 
STERLIN~ !>RUJ 157 21. 3 10 108 1)1. 9 33 . 6 26 . 2 18.6 595 3.0 10.7 ].O 'L 3 6.0 15.0 

AVERA •JE 243 19. 6 1 1 11 0 llO. 3 J;. 7 Ill. 3 19. 1 938 5 . 7 8.9 , I. 1 6.9 16.8 15. 9 
tlO Or COHPA'HES 2 2 . 0 ? ~ 3.0 3.0 3,0 2.0 2 3.0 2 .0 3. 0 2.0 3.0 2.0 H ItllHUM 157 17. q 10 103 10.3 10. 2 6 .5 18.6 595 2 . 1 1.2 3.0 II, 3 6 .0 15. 0 HAXIHUH 330 21. 3 12 11 2 91. 9 33 . 6 26.2 19 .5 1280 12.0 10.7 18.2 9.5 30 . 2 16.'( 



WHITE, WELD & co . I'i::ORPORATED 
BONO RATi ll:i SURVEY 

MOO!>Y 'S - ST A "IOARD & !'001! ' s 
AA - AA 

11)75 
1975 5 YR CASH PRE - TAX 1975 1111 DEBT AS J o~ TOrAL CAPITALIZATIO~ ·· · 

1975 E3IH SHES FLOW INrEREST C01~RAJ~ TOTAL SH'.>RT DEBT LO:~.:; DEBT TOTA!. DEBT 
COMP ANY 11AHE EBIT ASSET GR'H $DEBT 11)72 1 ·3 1974 1975 CAPITAL 197 2 1975 1972 1975 1972 1975 

AEl90TT LABORATOHIES 132 14. 3 16 31 8.6 5.o II. 2 II.II 715 7.9 12.2 21. 9 30.0 29.8 42 . 3 
AMERICAN CY AtlAMID CO 271 15.7 11 71 12. 7 13.8 15.0 12. l 1362 1. ll 2.6 20. 4 20.7 21. 9 23.3 
AtlCtlOR HOCUtlJ CORP 41 12.7 11 69 34 .5 26 .2 16 . 4 17.4 248 0.3 7.5 10.4 14. I 10.7 21. 6 
AllHEIJSEH BUSCH 18 3 15 . 6 16 116 2'i . j 211. 9 11. 3 8.3 936 0 . 0 0.0 17. 7 36.6 17. 7 36 . 6 
A k:~SrKO :iG COR K 77 IO. 6 12 118 13 . 0 1 4. 1 6.4 4.6 620 2.7 1. 1 14. 9 22.2 17. 5 23 . 3 
A Tl.A 'lT IC RICllFIELI) 1019 13.8 22 48 6.0 B.2 11. q 3 . 3 5715 5.4 7.0 20.3 28.0 25.7 3.5 . 1 
ElETllLEHEH STE EL COHP 346 7.5 11 59 6.3 10. 2 15.0 5.5 3493 0.5 0.7 23.0 24.5 23.5 25 . 2 
BH l STOL "1H:RS CO 270 22.8 13 I 0') 10. 8 13. 0 15. ll 17 .2 849 6.0 6.5 20 .2 11. 2 26. 1 17. 6 
BUflH'JU:JllS 334 13. 7 14 53 5,7 9 . 0 9.6 7.9 1924 1.0 21. 8 31. 6 10.2 38.6 32 . 0 
CATEHPILLAH TllACTOR 731 2 1. 6 18 60 15.8 14. 4 6.8 8.7 2674 2.8 2 .3 20.8 3 1. 8 23.6 34.2 
Ctl AH !'I O'l SPA fll( PLUJ 99 24.4 10 155 36. 1 llO. 2 39.8 32 . 0 337 2.2 3.2 11.6 7,9 13 . 8 11. 1 
CBS Itl COllPOllATED 257 2 1. 6 10 13? 11).2 2<. 0 26.0 32.0 7118 1. 2 0.6 19.0 13. 2 20.2 13 . 8 
CONSOLIDATED f"OOOS 124 12. 0 9 52 14 .5 11 . 7 6.7 5 .5 774 1. 7 1. 5 22.8 23 .9 24.6 25.4 
CO'l 'fltl £ tlfAL OIL 1096 20.1) 22 70 8 . 3 ') . 2 12.4 11. 5 3389 2. 1 5.4 28.0 26.7 3·J . 1 32. 1 
CO Rtl l'IO:i ·:;LA SS rlORICS 6 1 6. 6 10 112 6. 'l 4 . 6 4. II 2.8 751 4. 8 4. 8 11. 5 23.0 16 . 3 27.8 
CPC ltlrE ' 'I ATIO'HL 256 18 . 2 15 55 c;. 8 Ii. 6 5. '} 5 . 8 147 11. 5 11. 5 22 .4 18 . 2 33 , 9 29.7 
DEE HE l c.o . 350 14. 3 21 41} s .11 11. (, 8. Q <; . 2 1738 7. 1 7.0 ?0 . 6 211. l 27.7 31 • 11 
r. LT RA COHP 73 13. b 1l 76 'Ir\ 'lA 9.5 '3 . 0 3711 14,1) 5 .6 5 .6 111. 4 ?0.5 ?O . Cl 
FI HESTO~IE fl RE & k'JP 305 9.6 10 31 7.3 7.3 5.3 ll. 0 ?493 7,3 s.o ?'). 9 ?3 . 8 33.3 36 . 9 
i£ 'l EH AL ~ l:i°"AL 5? 111. 3 ?1 6? 33.9 17. 9 7.1 IL6 ?&11 6 . 6 ? • 3 0 .5 19. 3 7. 1 21. 5 

llf1Ll..I HU!<TO•~ CO . 431 20.1) p 11 6 13 . 9 '},<; l I). 6 1c;. B 14 1111 2, II 1 ,c; 10.9 22 .0 33 . 3 n. 5 
l'ICO LTD 191 12 . 6 10 11 0 4.5 CJ. 2 11. 3 5 . 5 2301) 4 . 6 8 .1 ?6 .9 26 . c; 31. 5 31J. 8 
ltlfL Pf>. PER 1155 13. 6 11 3& c;.2 6. 'l 11. 2 :;. 5 ?172 1. 8 11.!1 33.5 111. 0 35. 2 115. 8 
JJilllS HA'ISVILF. 89 'L2 111 21) 22. IJ 10.7 li.5 ll .7 837 8 . 6 8 . '' 1.2 22 . 3 15.7 30 . 7 
l{i:;1111 HC •; :::E 2H 17. 1 ?13 9; 'l.1 13. 6 IQ. ? I ii. 8 10~16 0 .9 2.,, 19. 1 :rn. 3 20.0 22 . C) 
KI HllE!<I. 'f - CL4 HIC C0RP 11)7 1c;.1 11 611 7. 2 'l . 'i '}.ll 'I. 7 1026 3. ') ) . 7 :!11. 3 2 1. 8 27 . 8 2:5 . 5 
!'1 0rl'iA~ fO s•n 17 . ? n lj~ 6 .11 11. 6 111.ll 10 . 5 ?~:>1 0 . 7 ?. 7 3).6 29 . 1 31. 2 31. I) 
'IAll!SCO 163 Hi . I 18 lfi 10.11 fi.1 11.0 c; . 7 702 6.0 d . IJ 27.?. ]? .1 33. 1 111. 0 
!li\TI. ':; rEEL C011P 93 3. I) 12 15 6 . 1 ., . ll I 'i . h ) . 1 1772 0 • . , 1. 0 ?8 . 5 30 . 2 29 . ~ 31 1 
PF' ll.1::11 ltlC. 26 11 1 3. 1 111 3'> 11. 6 A. 3 7. 'i 5. 1 15'12 10. 2 I). 7 l'l. 2 )0.0 29 · ' 3:'J 7 
!'cl l 1.1. I Pl Pf:T 1C ".H. l':ll:-! 1102 17. (i 10 76 11 • (1 ,.,, ? 15 . 'l 16.1 1377 2 . 2 1. 11 '1 . (i ?Ii .11 11. Ii : I. 9 
HI Cll All ll3fJ 'I :1 £::11 flr:LL 'l6 11) .11 I :? 1') 1 'l.] 1'1.0 17. 5 7. J ll97 Ci . I n. :> C) . 3 2 1. 'i I ') . II 2'J. 7 
;,co rr PA Pf:U co 125 f}. 7 10 311 II • '( 7.0 7. 1 ,, . 7 1025 2 . '} a. 11 ' ). 0 ) II. II 25 . 9 311 • ., 
~. 0 . SE AtH.E 111) 11. 1 29 26 10.'l 'l. 1 5 . 7 11.11 762 111. 7 11. 7 IQ. 1 1111.11 13 . 8 lj CJ,Q 
:; J fl 11111 CO lll' Hi!l 111.11 10 111 7. 5 7. 4 (1 . 1 (i . 3 9~ 'i 8. 7 J •. , ::.' 1.11 28 .<J 3?. 1 32. (J 
~; J :i 0 !l, co 0'11 l'l. I 1H 'l1 1.0 'l. 3 111. ? 11. 6 ) 11\9 1.11 11.11 211. I 20 . 6 ?5 . 5 ? 'j . f) 
r I Mr: Jtl C !1(1 11.11 ~ ·)( 'l,11 12 . ') '1. 1 U.4 522 1. () 1. :? 26 . ? 22 . 6 27. 1 ?) . C) 
TIM~:•; M llitl ' l11 'l l 111. I 11 1711 

11 ·" 111.1 111. ') 3·1 . 0 117 1 1. 2 1. ti , ) • 7 !l. 2 14. q 1 u. () 
11'1 I 0 :1 CA 11 111 Or: H,•; 111. 11 11 'i i 7 • r, 'l. fl I fl, 0 '1. 2 II U 11 fl. 1 'I. 'l 21). 1 2q . o 13.2 33,t! 
IJ'H O"l 0 1 L . CALIF 'i10 111.0 ?1 '12 'l , . . , , . 1 12 .11 1). 0 ?711f, 1. (1 I . h ., ~ .. ) ?6 .7 26 . ') zq . ·~ 
11, ;;, ,;yr 'lllM r;g 1 . 1 12 Ii<) 17. II I 6. 1 '1.ll ') . ., 60 1 '/ . '/ 1. 1) 1 . ., 111. ,, 11.11 ? 1.1 
\./ ·~rt: ti !I A E•J.:: ~:fl 11J'l 1?.0 1'1 11 7 5 , II 10 .11 'f. 1 II • '/ '.'!715 () .(1 .. . t1 II() . I 31 . 3 111. 3 3;. ') 
x ~:It') :< r.on1• !I '1 1n.11 l'l ) '1 111 . 7 I I • '/ I . 'j 6. 0 3 :;110 ., . 1 '/.1 ?' . 'l 31. II ? 1. 'l 18. () 

AUlfA ' :E 3.''1 111,11 111 111 1 <'.II 1 '. ,, P. ., 'I. IJ I M'/ 11. <, 11. ·1 ? I. 1 '1 11. I.I , I• 'i "1. 3 
1n ):l' C:1)1.111 AN I ~:·: 111 111 . n 41 II "I II"'. 'I 112 . n 111. n 111.,, '11 fq . • 1 111 .Cl fll.0 111 . 0 ·11. 0 13 . ') 
MIU I 1111'1 11 1 1. 'l 'l ) II // . r, 11. (1 ''· " ., . I ''l 'l l . CI I ). 0 ? . 'i , • ' I 7. I 10 . l 
ti~ XI !1 'JM l'l~li ""·'' p 1'/11 1 I . 'I 111. 1 '11 . ') ]/.'\ 'i I I '> I II, 'l ,'> I. I! ''° ., 1111 . " 111. 1 'l 'l. 0 



WHt'rE, WEI.I) & CO. INCORPORATED 
BOND RATI~~ SURVEY 

HOO~Y'S-STANDARO !. POOR ' S 
AA - A 

197 5 
1975 5 YH CASH PRE-TAX 1975 llUOEST AS I O~ TOTAL CAPIIAL1ZATI0~ 111 

1975 ES In SAL".:S !"I.') ' IN rErtESi COVERA3~ TOTAL S'iOHT OE9T LO~l:; D2:3f rou1. o=:sr 
COM?\NY NAH!:: EBIT ASSET 'JilO~ t OE9T 1'l72 1?73 19711 11}7') CAPITAL 1972 1975 1<n 2 1975 1972 1975 

AHE.ClCAtl !3RAllDS 3~0 15.8 12 2'> 7.5 6 .7 II . 9 II. 9 1%1 10.5 15.7 26.11 27. 7 31). 9 113. q 

80.' DE'I INCORPORATE!) 197 11. 9 13 1111 8. 8 !L6 7.2 7.5 1203 1. 5 0.5 211.9 ?1 . 8 26.11 ?8.2 
DOW CHEMICAi. 12114 21. 3 21 511 2.3 5.11 II. 4 8. 1 41103 11. I 7.8 39.5 35 . 5 50.!i 113.3 
HEI~Z H.J. co NA NA ll&. "' 6.9 5.11 11 .8 NA 'IA 18.6 NA 19. ll NA 38. 1 NA 
HEriSHEY FOODS 52 :n. n 10 161 12.:? 5. ') 15.2 6'). 3 ?26 3.2 0 . 1 23. 6 13. 2 ?6.8 13.3 
PPG IllDIJ STRIES ',89 10 . , 12 36 6. 4 1. 1 5.5 II.II 11155 1.6 ? .II 28.2 33.3 29 . 7 35.7 
TEXAS INSTRUMENTS 127 13. 5 11 180 15.9 22. 9 16.2 11. 7 679 2. 7 6.1! 15.7 7. 0 18.5 13 . 8 
U S STEEt. CORP CJ07 11. 1 11 61 ~.5 6 . ~ 12.2 10.9 61117 0.2 0.5 29 .11 23.9 29.6 21l .11 

AVERA';E 1146 15.9 13 80 ., • 9 8 .5 '3. 8 16. 1 2335 1).2 11.8 25.9 "' II . 1 32.1 28 . 9 
N:J OF COMPANIES 7 7.0 7 ., B. o 8.0 8 .0 7.0 7 8. 0 7.0 8. 0 (. 0 s.o 7.0 
HIN lHUH 82 10.1 10 25 2 . 3 5.11 4. 4 4.4 226 0 . 2 0.1 15. 7 7.0 18 . 5 13. 3 
HAX[HIJ~ 12411 27 . 6 21 180 15 . 9 22.9 16. 2 65. 3 6U17 18. 6 15 .7 39. 5 35.5 50.6 43.4 



\fHITE, WELD & CO. IN(;IJRPOllATED 
BOND RATIN:i SURV£Y 

MOODY ' S- STANDAR D & POOR ' S 
A - AA 

1975 
1975 5 YR CA~H PRE-TA X 11175 " 11 '>C:BT AS 1 O~ TOTAL CA?ITALIZATIO~ t 11 

1q75 E'3 ITi SALES FLO;./ 1NT£REST CIJ1£R A :i~ TOT AL SH'.>RT DC:'lT 1.'J1D OS9T TOTAL l)t:BT 
COMPA NY NAHE EBIT ASSi':T .::; R Jil t !>EBT 1q72 1')73 11)7 11 1975 . Cl\PITA L 1q72 197S 1q72 1975 1')72 1975 

9LACi< & DEC:CER 90 14. 0 ?1 32 1Q.3 ?J . 2 7.6 II.? 5~0 'i . 1 18 .0 3. 2 1a.5 111. 3 3:i . '5 
90R'j •llA IPER CO 10? 8. 5 8 47 7.5 7. 1 2 . !') ?.a 993 4.2 2 . l'J 17. 3 18.5 ? 1. 9 ?il . 5 
CARBORU ~DUH CORP 5') 12. 6 13 51 !'). 3 14 . 0 12 . 9 10 . 3 331 4.5 2.7 15 . ? 2?. 4 19 , 7 25. 1 
CO~ fINENfAL GH'.>UP 209 10 . 7 q 60 5 . ll 6 .'i 6 . 5 6. 0 1?91 3 . a 2. 4 31 . 6 3•) . IJ 3? . 11 32. 8 
I~L•VID 3 fE C.L CO 158 8 . 11 12 35 6 . 5 9. 1 11. 9 '5 . 1 11J7q 1. 6 0. 1 28 . 5 311. 3 30 . 0 311 . 4 
IIDEASOLL Ri\ 11') 24 7 111. 8 17 ?9 1? . 8 '1. ll 6 . 1 5. 3 1405 8 . 3 ?0 . 5 16.5 ?2 . 7 '!4. 7 lj 3. 1 
HARATHC>N ".>IL CO 488 24 . 3 23 ')? 11. 7 13. 0 25.5 23.2 12:)? 9 .4 2.4 ?6.0 1 '). 3 35 . 4 ? 1. 1 
MAY ill:: PT $ l'')RES 16'i 11. 9 11 27 5 . 3 5.6 4. 5 5 . 4 '1:)q 1. 0 "i . 11 37. 5 37. !l 3 ~l. 5 411. 2 
MOTOH'.)L ~ !'IC. ') ~ 'l.9 11) 55 <l. 9 9. 8 :: .') lJ . a 785 ') . 3 6. 9 13.9 15 . 2 23.3 n .1 
PE1l:l EY J.C . co . me 1159 llL 2 , 3 83 6. 0 4. 7 ? . 6 11. 3 2072 0 . 0 0 . 0 16. 0 17. 8 16.0 17 . 8 
AALSf ON ?i.J A IN A co 2211 16.2 15 34 6 . 6 6. 9 6. 1 6 . 1 1132 10.3 5. 1 26 . 7 34 . 7 :n .o 39 , 8 
HEYllOLl)S RJ I 11 DS 872 26 . 5 15 86 17. 2 11. 2 , 4. 5 16 . 0 24 64 9.6 6. 0 18. !l 17. 5 28 . 5 23.5 
ST MID 0 IL 0:110 30~ 7.3 13 13 ~ . 2 11.ll 11 . 0 2 . 5 3505 '). J 2 . 7 27. 3 55 . 6 27 . 6 53 . 3 
Tt:XflS.J'JLF 1 Sc; 16.0 15 73 5 . ll 10 . 6 19.7 13. 3 B'l 1 11,11 3. !) 2'). 5 ?5 . 6 33 . 9 2) . 5 
U~ IO~ CAMP CORP 169 20.5 13 !i5 1.1 '1 . '1 13. 8 13. 8 6!15 1. 7 1. J 35. 1 28 .7 3"i . 7 2~ . 9 
W2STI ~ JHIJ~SE El.EC 311q 7. 2 6 42 7. 1 II. g 2.8 4.6 2813 7, II 11. 7 22 . 2 ? 1. 7 29. 6 26 .ll 

A l/F.kA:iS 261 i 3 . q 13 5? 'l. 0 'l .1 9.2 8.o 11110 'i . 1 5 .3 23 . 2 26 .3 28 . 3 31. (i 
'l') O~ COH:.t AllI ES 16 16.0 16 16 16.0 16 . 0 16 . 0 l'i . O 15 16.0 16.0 tfJ . O 16.0 16.0 16 . 0 
M 111 I Hll 'I 5q 7. 2 6 13 lJ. 2 lJ. ll ? . 6 ? . 5 331 o.o 0.0 8 .2 15.2 14. 3 17 . 8 
MAXI HU~ 872 26.5 23 n 1 'l . 3 20 . 2 25 . :; ?3 . ? l5'.)5 10.3 ?0 . 5 37 . 5 5'i. 6 39 "j 5!1 . 3 



w"lITE, WSLI) ~ CQ. IN:ORPOP.ATEO 
BO'lO HATl'I J 5!JRV£'l 

M'JOJY ' S-STANDA RI) & PJ" 'l '5 
A - A 

1Q75 
1975 5 Yk Cl\SH PRE-TAX 1'}75 111 1 'l::'.3T AS ' '.)i" f'.>TAL CAPI T ALl lATI O~•• • 

1975 S~IU SALE5 !"LOil l1f£RE5f COV~ RA~~ TOfAL 5!i'JRT DE:JT LOil~ o::sT iOTAL ::>::3 r 
COMPAllY !1 1\HE E?IT ASSET :;H'.)i/ 10EBT 1'}72 1 q13 1q711 1q75 CAPITAL 1q72 197'i 1972 1 'H5 1972 1975 

AIR CO ') 3 13.0 12 Ill 3 . 8 3. 3 5 . 8 8.5 '128 4 . 9 3.5 38 .3 35.5 4 3. 3 3') . 0 
AU ONA 23 3.5 13 24 5 . 8 7. 5 7. fJ 1. 7 4'}1 2 . 3 2. 9 29 .7 33.9 32. 0 36 . d 
ALLIED CHEMICAL CORP 230 10. 3 13 46 II . 2 6.2 Q.2 5.7 1678 0 .3 1. 1) 31'. 3 36. 8 34 .6 37.7 
ALUMIN~M CO OF AME ~ 1112 4.2 q 16 3 .11 3,7 6 . 1 1. 7 291'9 1. 2 0 .7 3'}. 8 44. 0 41. 0 44 .7 
AMAX CORP. 213 8.6 3 2!'1 5 . ? II, 7 6.2 4.0 1939 1. ? 11. 1 lj 1. 2 27 .3 42. 5 31,4 
AMF.:RICAN BROADCAST 48 6.9 7 15 12 . 8 11L5 15.0 1. ') 540 0.5 1. 3 28 .6 36.0 29 . 1 37. 3 
AM ER ICA"l CA!I 175 9.4 q 110 5 . ') 1. 1 8.6 5 . 1 1?51 2 . 1 6 . 3 33 . ') 28 . 7 36.0 35. 6 
ASARCO INC. 38 2.5 7 17 12 .1 16 . 4 111 . 6 1. 7 1218 8.0 1. 2 6. 4 28. 1 14.11 29.3 
ANACO~DA -3 -a. 1 2 2 3. 3 5 . 0 5 , 9 -0., 1757 1. 5 4. ll 28 . 2 26 .7 29.7 31. 1 
ARMCO STEEL CORP 212 8. 1 14 38 11, 4 6. 8 11. 1 5. II 1 'JSll 2.8 2 , II 32 . 6 29.9 35 .4 32 . 2 
ASliLAND OIL 277 111. 1 21 53 6.7 6.Q 5 . 8 3 .2 128 1 1. 0 1. 5 113. 5 liO . O '' 4. II 111. 5 
ASSOC IATED DRY }'JOOS '17 12. B 1?. 61 8.R 6.9 lj. 4 1.ri 5">7 2 . 5 0 . 8 2'.i. 5 ?0.11 28 . 0 21. 2 
BE NDIX CORPORAT!O~ 171 10 . IJ 12 33 5. B 5 . 2 IJ. 1 11. 0 1133 11. 0 8 .0 20 . 5 25 . 2 31. 5 33. 2 
Btr, THHEE rN DIJSTRIES 50 17. 1 26 85 B. "> 11 . ;> 10, ll ') .1 2115 3, 1 <! . 5 20 . 2 1q . 2 23,3 21. 7 
BHOW'l GHOUP 34 9 . 4 12 26 l "i . O '). !j 'j , 0 4.J "9 ~ q , 7 1. 0 111. 4 31. 5 211. 1 32. 5 
BUCYHU5 EH I E 59 12. IJ 1q llB 33. 0 22 . 'j q . 3 13. o 30:; 0 . 4 o . o 7. 5 29.& 1. ') 29.6 
BUHL TNJTON I!IDU3 103 5 . ') 1 311 II. 1 fJ . 3 5 . •l 3.2 1338 ij . Q ? . 1 J? , ll 30.] 37 . 2 33 , 0 
C'HRIEll CORP . 46 6 . 1 9 1!) 9. 7 7.? 1, 11 2 .0 577 3,9 7. 5 28 . 8 32 .1 32 . 7 40 . J 
CA RT~tt HAWL£Y dALE llA "IA "'' 'IA 11. 3 10. 7 2 . 8 Nf\ llA 2 .4 'IA 2a .n 'lA 31. 1 IH 
CEllTRAL 50Yfl '11 12.5 21 211 11, 8 4 . 8 '1 . 1 :? . t') 337 '). 5 111. 2 30 . 0 211. 2 31J . 5 3!Lt1 
CIT !ES SERVI CE 295 9 . 1 13 49 3 . S 5 . 1 6 ,, 5 . 0 21162 1. 4 2.1 27 .7 31. ;> 21) . 2 33. ll 
Cl.AllK EQUIPMENr 12; 13, 6 16 .,- 6 . 0 5. ') 3 . 0 2 . f, '>·r a 10 . 1 11. 3 2 l . 2 28 . 5 33 , 3 39 . 8 ~., 

COLONIAL STORES 25 111, 6 !3 99 12 . 0 13. 3 1 .11 12 . 2 12'1 0 . 0 !> . O 19 . IJ ~ 1. II IC).') 21. 4 
COMBUSTI O ~ ENJIUEEH 92 8 . 7 12 01 1'1,') 10.6 9 . 1 10. 6 116., o . "i 1) . 5 26 . 3 2 1. 0 26 . 8 ?1. 6 
CHOW'I COllK & SEAL 811 15 . 6 l'i 'IA Ill. 3 111 . IJ 11. 5 11. 11 365 'i .O 'L 1 10.1) 3 . 1 1(1, Q 16 . '1 
CHOW'l /.ELLEkaACll 161 10. 6 1l 15 IJ, 8 !I.') '3.3 ii. 6 12:; 3 1. "i ? ,r, 33. I 33 . 8 311 . 7 Jfi , II 
Cll fl.t:k - 11 fi"IH ER INC p 111, 6 11 ll2 7. , 7. 'i 6 . 0 6. 1 202 11. H 6.7 27 . 6 26.8 3? . 11 33 . 5 
CYPHUS HI NES CORP 53 !!. 8 2 1 56 11. I 21 • . , 29.& 11. ') <; 11 4. 1 0 .<1 ., . 3 22 , II 11.11 23.0 
DAllA COHPO HATIO~ 133 16. 1 11 118 12 . I 13. 1 10 . 'j 9 . 0 65') ~ . 6 1. 7 2•1. q jO , II 27 .6 32 . 1 
OAllT IrlOUSTRIES 171 ,,, • 11 13 Ill) '),') I) , 6 11. 0 , 1. rl '13 1 1. 6 1. A 10.0 2 4. ·7 ] 1. 6 26 . '1 
DA YrON Hll!'l30 '~ llA llA llA 'IA 11, 0 3 . 6 3. 1 :1ri NA 1. •1 ~" 113, A 'IA q•;. 2 'IA 
DENNISON MF'G 23 111. 4 10 F, ll fl , n <I . ? 7 • . , 6 . 3 110 3 .? 1, 1 20 . 11 ~1 . 3 211. 0 ;? •1,11 
DIAM()ND !lllAMH 'lC I( 2 111 18 . 1 15 511 11. 7 o . ? 8 . 8 3 .11 C)fJ.1 1. 2 1. 2 1? . 1 39 . 3 13 . 3 110.<i 
DI GITAL EQUIPHE~T 78 13. I) v 71) 11 ·r . 0 'j? . 8 H . 0 16 .11 1103 q . 1 0 . ll o.o 1 "{. f, ').1 18 . 11 
l>lit:"i'1~ U lllflllSTlll f. 'i ?77 18. 1 21 ')? c;. 11 ~ .1 ~ . 3 7 . '/ 'I'll 3 . '1 'i. 1 ?f) , 11 2::J . 1 33 . 1 311 . 3 
EATON COJIP 1311 10.7 f) ?f) 11. 0 3 . 7 6 . 1 3 . 7 'If) ? 'i .1 11, 1) ... J. 1 n .o 28 . '1 Jf3 . I) 
t:HEllY I NOU3TttlES NA N~ NA Ill\ ., • 7 '1.1 'l. 7 llA '11\ 1),11 NA ;>~ • r> '.-IA ?1 . 1) :.IA 
E!-i MAU K INC , ., ., 12 . 0 'l 1'i 6 . 1 6. '/ 7., 6. ll 10 11 3. '/ q' 1 2 11, q ?'}.0 ~il . ., 3t1 . 1 
H.rtlTKflH Cfl 2'i 'l J1 II ">.'( 'i. B '). 1 3 . :J ? • ., 'Fi'l ,., . ,, 1.11 .. J •. , 311. (l !? It. 3 35 , II 
F'MC Gl)llPOll AT IO:I 11)0 10 . ' 11 11 1 7 .f1 ,, • 7 1. Q 'i . O 11011 r, ''{ 1. 11 '"'. !\ 1'• . 0 "'ll . ') 1'1 • • , 
"HF' C01tPOR AT 1 0~1 63 8 . 11 10 1 1 'i . '1 ') . "i IL 3 3. ~ 'j '1!! 11. 1 I) . 7 ') 11 . ~ 211. 'i 3"i . 6 33 . c 
; A It 1)11 C: 'l OE11V EH fi3 18 . 1 17 '{8 6'1. n ') 11. 1 7 . 'i 10.1 111 1 . 'l 1. 1 1. 0 HI. 'l ? • ') ?O. O 
11::11 l'1 I1. 1.S !UC llA '"• Ill\ 'IA IL 1 'i. 1 'j , 1 !Ill 111\ '> . 0 ~A 1 \ . '• 'IA 36. '1 'II\ 
"i:W r:lf AL POii r LA tlO 11 1. IJ 5 21 ei . r. tll. 1 1. 1 'l . fl , '13 ' . r "I • 1 :'h . 'I ' I. 11 2'l . h 11 . ,, 
:; 1)():-IYEAlt T!Ut: ~ ltll ll!l 1111 7 10. 7 11 ?'l "i . ll II. 1 l.O 1. IJ l10? 11. 'i 11. 11 .,,l. 8 :rn . i1 110. 11 ., ,, 2 



WHITE, WEl.!> l Cl). INCORPJ~ATE O 
80~~ 0 RATINJ 5UR Vt:Y 

HOOJY' S-STA~ !>A RO l POOR ' S 
A - A 

19 75 
1975 5 YR CASH PR!:::- TAX 1975 1111!>E9T AS s ~r- TOTAL CA P I TA l. lZAT IO~ ••• 

1975 E'3 IT'\ SAl.E5 Fl.Ow I ~ rE~EST CO'l ERA'.i~ T::.lTAl. 5:DRT OC:3T L')'IJ OEaT TO f Al. DEBT 
COMPAll Y ll AM E EBIT ASSST IROw ~'>C:BT 1q72 19 73 19711 1'H5 ".: A PIT Al. 1'172 197.:; 1qn 197'5 1972 1975 

'.iHE AT NORTH 11 £ 1( 01)3,~ 85 12 . 2 13 46 6 . ] 7 . 'I 12 . 9 7 . 5 ::;711 3 . 1 5 . 0 ?8.? 28 . 9 3?. 0 34 . 0 
3REYHl)!J~ D COR P 1 '>9 11 . 1 6 3 3 6 . 8 6 . 5 II . 6 II . q 1073 3 .6 3 . 6 3? . 1 311 . 8 35 . 7 3 8 . 11 
HA 'l~A Mlll!tl 'J CO 70 18 .3 10 18 6 10 . 11 12 . 4 9 . 9 1 B. 11 3? ~ 0 .0 0 . 5 10 . 0 9.0 10. 0 9 .5 .j 
HARSCO CO~P . 76 2 1 • 1 14 'f3 15 . 6 15 . ? 10 . 0 12 . 3 ?89 ? . 5 '.l.11 15 . 0 '?1 . 6 17 . 5 ?8 .0 
HEUBLE: Itl 141 18 . 9 2 7 37 , 1. ? 15.8 12 . 6 B.2 544 1. 0 2 . 9 34. 0 37 . 5 35 . 0 II 0 . 4 
110:1 e rw Et.t~ IllC 205 8 . 0 9 5 1 3 . 8 3 . 6 2 .2 :? . IJ 1873 12 . 1 11. 1 25 . 1 26 . 1 37. 2 37.3 
H')R ~EL cno " ) :n 12 . 0 7 7 1 23 .4 !l . 3 7 . 7 a.a 15'J 0 . 0 3 . 7 0 . 0 16 . 3 0. 0 20. 1 
lf ')SPI TAL COJlP AM Ek 59 11. 7 3 ~ 16 3.0 ? . 7 2. fi ? .7 442 7. 2 2 . 1 55 . 7 65 . 5 62 . 9 67 . 6 
£DE AL BAS I C Ill D '50 14 .1 12 63 3 3. I 11. I ?6 . f) 11. 7 3011 1. 3 1. 2 6. 1 22 . 1 1 . 11 23 . 4 
HUDSO:i BA 'I' 11111 !11 ~ ll!l 'J . 4 26 'iO 5 . 'I 21. 9 1'} . 5 7 . 2 429 J . 3 11. 2 15 . & 20 . 1 15 . ') 24 . ll 
IrHL t:itl t:HALS & CHC:M 297 21 . 3 ? 1 65 2 . Q 3 .') 7. 1 13 . 2 77? 1 1. q 2 .4 3 5 . 1 3~ . 3 117 . o 110 . 7 
UITL Tt:L & TEL 10711 10 . 1 12 ?3 11. 7 4. 0 J . 2 3 . 1 76')0 111 . 2 13 . 9 2CJ . 1 28 . 6 lj 3 . 3 112 . II 
,J '.HI N30~ cont<O LS co 22 I 0 .'1 10 33 111 . 6 12 . 7 3 . 3 7 . 1 1 '?7 1 . 1 1 . tJ ,., . 3 27 . (j 18 .11 30 . 0 
,))'{ MA 'lJfl\CTUl( [U~ :31 1'l . 0 15 7 9 'l . 6 7.B 6 . ') 3 . 8 318 3 . 3 ? . ·j ?J . 2 17 . 2 23 . 5 20 . 1 
KE Ntlt:COTT COPPEH 17 0 .7 - 7 14 5 . 1 10 . 2 11. 6 0 . 5 1Q05 3 . 1 2 . 'j 1 ·r . 3 ? 1. 3 20 . 5 2 3 . 8 
KEWANEE IN DS me 'j') 16 . 5 18 118 13 . 0 12 . ll 2 1. d 8 . 3 280 1. 0 2 . 7 15 . 'l 31. 8 16. 9 3'1 . 5 
LIG ~ ::TT GH:lUF UI C 8t1 13 . 0 'i 28 '1 .J 5 . 3 'i . '} 6 . lj 565 12 . 8 11 . 'i :?1 . b l'). d 36 . J 33 . 3 
MAHYLfdlD Clio 211 11. q 13 35 6 . 8 7 . 6 'i . 11 'i . 2 173 '.). 8 fl . 'i 35 . 0 37 . 5 J'i. 7 Jd. O 
L!J:KY STOHES '11 16 . 8 16 'j<j 'I. ') 1ri . 2 1. IJ l 'i . 6 3;7 1. 7 1 . 1 l'i . (, n .2 37 . 3 36 . 4 
M ~ YEii ').)CA fl ~ C'l 'i'l 17. q 11 C)'J '}. 5 7. r:, 111,'l 12 . R 2~5 O. J O.ll 211. 7 17 . 5 :?'i . 0 17. ') 
MCDEH~Or r .I . HU NA 'IA 11~ llA '} . 9 f>. I/ 6 . 6 'lr\ NA 'l . 2 'IA 3 I . '> "IA '10. 7 ~A 
MCDO ~Al. ll :l COkP . 2 10 l 'l . 6 37 ~<? 12 . 'i 10 . 'i 'l . ;:> 5 . .., 3'l 1 5 . '} ., 

• h 11i • r, ~0 . 11 4') . u 53 . 0 
Mt::l.V ILLE COkP 'iO 2' . 1 11) 1 B'l :.-o . 1 l"i.11 11 . IJ 4? . IJ ?-) ll 0 . 1 o. ., ''J 0 11 . 1 1).1 12. 1 
H::nCA ~ rIL~ ST Oki3 co i; r, I 'J . . , 1? l)'l 10. 'i 'I . r, 1 I) . 'l 11J . 'l 2 11 'l J . il ·1. h 11J . 'i 11!. l 20 . 3 18.9 
H l DLA~O-H')~~ COKP I/') 1"'. I) 10 ll'l 5 . ·1 r) . 1, 7.8 11. 6 :?ll !l 3. ·1 ' . 1 .,,, . u '>lt,6 10 . 5 2(1 . 7 
llA llCOrt 117 11. 7 11 'h 1 . ll I/• 1 IJ . u • 1 "?'i., 1. J , • 7 11'>. ! J'> . 1 u 3 .'1 17. ') 
Mil ro11 'l<llf W IC' II ,,, ·• . ll 11 ?"> .•. 7 r •. 0 '> . I) J . 7 31\/i lj . 0 ~ . l ]') . 1 P . ., lll . 1 3:; . o 
MIJll ~ r A 111 PIJC:!. SU PPLY :>rt 1 . 1 111 '..'1 1.1 ., . I :' .It 1.1 21l" 10 . • , •1. 1 •I~. 0 114 . 1 r1'> • 7 50 ., 
M11hPllY '· c. .,., IJ , 11 ., 

'1 J i..o 5 . '> 11. I ,, . 3 l 'i'I I) • 1 0 . 0 4)1 , ') 22 .0 ;>> • I) 22 . 0 
'ICH C'lHrORA rto'I 1 l}q H.11 q ?"/ -1. ? J. A ll. 0 ? . Cl I h 111 'l.IJ 'L 3 II ;'I . '• 110 . ll C)? I n 41J. J 
'IL I Nll lJSTIH ES O•l s. ~ ., 

?'> (1. I) It. 7 Fi .? 3. 1 8i7 J. ,, 2 . H i 'i . ., 3r,. '> ~ 1. '> 39 . 3 
llJHTll fl l1 f.H Pit!Ll.I r;. (i ., 7 . () ? 1 110 Ir,. 'I I 'I . 7 11. I) 11. 0 (iii! ll .'1 1. 1 11 •• 1 ;?'> , 11 16 . 7 2 3. I 
;rn11 ro:i co 11 ·1 10 . (J 'I p 6. 'i 'I. r, •1. 'l !1. l 3r,n ' . l I . 'I 1•, , f) 2.' . ') 2? . 'l '30.6 
ti )!(TO~ ) I MO'I 111':. lblt I? . 1 H ) 1!\ I . ·1 ti .to 'I.., ., . 'I 1ri ·,11 1. 7 ·'· :I 17.? l/j. II i '\. ' l 11. :.> 
J .JE:l >- <:<llPl ;· J BEii Ji, ~'\ Ill P . l 1 I 4Q 'l . 1 111.11 '1. 'l (, . lj ' • I !1 1 . q ;;,•, '> '( • 11 ,, . ·"" ., ·1 . '! l 1. 1 
111 E II j - l I. I. I NJ I •; Jll C 18? •). "l 10 30 '• · 1 It.!) 'I • I h •• , I h rl I ... , . 'j I . l I " 1 11 . I/ 110 . 11 110 . 7 
I' t'. 'I \I # I\ I. r C01H' I() 1:> .'1 12 3'T ff .'l r,. n 11 . 'L IJ •I'> ( 1 . I I · '• ? I , l 3 ) . ., ll . ? 3'1. ( 
l'r.P.3 rco IN .; . ?'"> 1 1 r •• ;• Iii 5 1 10. l fi, 1) 11. I 11 . 11 IJ 1' I ., . :1 11. 1 ., 1,11 :''). 1 1'1 . <) J'> . ll r·r:r rN C NA 'IA NA ll A fl . ) ... . 3 11. 11 II~ 'IA 11 .(f ' IA •'I. j l h 3 1. 1 ll A 
f' tl :O:L 0 5 r>Oi> ;;; 71 " . 1 0 1'1 ') . !) 1? . 1 '/ • I 1. 1 111q 1 0 .ll '>· 1 1•1.•. l '>,II 11). '1 110. :1 
f'l l ll.IJ> HIJJI u J ~ I CUC l1h !I 111 ,•1 ;> 1 1'1 ., . 1 1,, '\ '' ··"' 11 . 11 ~6 ; 1 111.11 I ' I. I jll, 1) jll . lj ll 'J .'1 'i 'I . 0 
I' I l.L 'j01JH Y co 11A NA llA Ni\ II. II 3. •, 3 . '• ' IA "" ., • 11 'I I\ It o. 1 'I ll 11'/ . 0 •IA 
I' I TN !-:'( 11ow1-:c; 1, ., 11 • . , 11 '11 11, ., 'i. '! '• . ,, 7. 0 ;i(i!j ' l • 1 -;>. '/ 1'1 .(1 111, h )'l . . , 1 f . _; 
•Jtl A I( f;U '1 AT3 co . 'J'i li'.' 1 I ll \I} 'J.· ) ' .. , 11. l 3. I/ l.fl '1 II , 'I '> .o 1n. r , .... ,, • q )Cl . (1 3 I . ' I 
J 1JAK ~;11 ·; rAn: ·J r I. /f f\ ..,, , ,, I I) , 111 1 ,, • fl 11. l I J . ·l 1(1 . 1 1,, 1 o, •, 0 . 11 ' I . II 11 . 11 J ( • '1 

.,, ., 



WHITE , WELD & CO . I'ICORPORATEO 
BONO RATIHJ S~Rygy 

HOOOY 1S-STANOARO ~ POOR'S 
A - A 

1'}75 
1975 5 YR CA Sri PRE- TAX 1975 •tt• OEBr AS l O? TOTAL CAP1TALIZAT10S 1 ' 1 

1975 E91U SALES rLOJ lNfER EST C01~RAj! T'1TAL 5HOHT OE9T l.0:-l:i !>E9T TOTAL DfBT 
COl1PAll'I' rlAHE EIHT ASSET ".:ROA i !JEBT 11)72 1973 1974 1975 CF.P lTA L 1972 1'175 1972 1975 1972 1?75 

RAYrH EON CO 133 12. 9 12 132 9. 1 8.9 s. Ii 11.0 579 7 . 5 4.2 18.1 15. 6 25 . 6 19. 8 
llCA COHPORATlO~ ?86 1.1 8 30 5.7 5.9 3. 1 2. 'J 243 4 9.6 12.2 43 . 6 39,3 53.2 51. 5 
HELI ANCE ELECTRIC CO 74 18. 1 15 115 7. 6 9.0 8.1 8 .3 281) 3.0 1. 5 28 . 3 31. 9 31. 3 3).4 

kEPUBLIC STEEL CORP 115 5.5 11 16 3.5 6.9 15.7 4. '.l 16511 1. 9 0 .8 25 .7 21. 9 27 . 6 22.7 
RE XNORD INC. 57 16.3 13 37 5.7 4,6 4,11 6.5 264 6.Cl 9. 8 29.0 23.2 35.8 31. 9 
llOH /1 & HASS 60 5.5 19 2:; 1. 1 5.8 5. 1 1. 6 904 8 . 2 4. 9 111.2 36.6 27.4 lj 1.5 
SAFEllAY STORES ?9 1 113. 5 15 172 18 .6 1 4. 3 a.s 18. 7 93'1 0 .6 3.7 17. 1 11. 3 17. 7 15.0 
SCHLITZ BR EWIN"; 7S 11. 3 15 31 16. 6 19.0 12.9 5.2 5111 0 . 0 0 . 3 20 .4 39.3 20 .ll 3~.6 

SCOTT & FETZER 36 1 CJ. 3 '0 65 69.0 62 . 6 11.0 12 . 5 1 ll 5 3. 1 0. 3 4.6 ?ll.O 7. 6 211. 3 
~HERW IN 'll ILLIAHS co 6? 11. 7 11 28 7.2 7.8 7,q 5.2 4'i 6 0 . 8 lj. 7 2:; . 1 n.1 c. . 9 33.8 
SPER HY RA!ID CORP llA ti A llA NA ., . 1 'i . 3 3,7 ti A 'H 111. 8 'IA 21. 8 ~A :)o. 6 tlA 

STALEY A. E. 10 'i 30 . 1 ?O 124 l. 'i 3. 8 6.0 ?1. 5 ?Zf) 5. IJ 'J. 2 27. 3 13.6 33 .2 2<!. 9 
STli NO BRANDS lll C 111 r, 15.5 lll 36 6 . 2 6 . 3 5. 1 5.8 S90 5 .5 11. I) :13 .0 31. 2 38.6 36. 1 
s rA'ILEY 11 0R l<S 113 1. 5 12 19 13. ~ s .1 3. ll lj. 5 ''15 6. 2 3.1 ~9 .6 27.5 25 . 8 31. 3 
s rAU~fP.R CHE~ICAL co 17'1 18.6 15 5'l 6 . 'i 8. 0 1::> . 0 10 .7 8 11 3. '} 1. t'l 30.7 32.1 311,2 33. 2 

3U~ OE 411 COKPOH~Tf01 'H ·u, !If\ ,, t. 1 . 1 'l . q 3. 1 'IA '"' '1 .') '4A 21. 7 IA 31. 6 'IA 
SYOR':>'I COHP 'i'i 12.6 11 30 7 . 13 6 . ll '} . 1 "· q 334 7 . 8 3. 0 n .o 33.0 30.8 36 . 0 
TllW !llC '13 13 . 8 10 '•O 7 . l 6. 2 ll . 9 11.!l 1237 5 .0 1. 3 2') . 6 311.2 J 'I. 5 37. 5 
n;i.:rnoNrx PI C "" 'IA tlA llA tq ,(, l?.5 10 , A '4 A NA (1 . 6 ~A o. (i '4A 1 . 1 NA 
l'E'l 'lECO me 1137 12 . 7 1 'f 28 2. 7 2 .7 3,7 3. 5 c; 21111 7 .) 9. 8 46 . 7 111 . 5 '}11, 0 53 . 3 
rf.X AS Otl. &. il\S 63 111. j ';6 '3''1 4 . 0 11. 0 11,? 4. 5 365 0.9 (). 3 )3 . ') 'j') , 8 39. 8 51. 1 
Tl::)( rHO'I , I 'IC 11)11 11. r> '1 ll!i l".11 1? .? 10. 'l 1 . ., 1059 o. r; 5 . 7 21. n ?3 . 7 2"/ , 'j 29, 4 
T kA 'I SA "lf.R I CA l!I C ;IJ!) U.9 10 10 J . O , • ?. 1. 3 2.0 1 l1 e1 :!7. fl 22 . 3 32 . 0 w.o ,., . 4 60 .) 
U:i' CORP 1'1 1. 7 13 ~ 1 l . ., , _q ~ . 6 ? .~ • 10'J 'IA IA 'IA llA NA NA 

U•ll TEI' r1.c11•101.1J ~ 1 r.~ .'o7 'l.f'l 11 ?'l 7.7 l).'l I). 8 I . 0 • 'l?~ I) .•, Ii , 6 ~., . lj 31l . 9 30. 0 3:1 . ., 
WE5 r 'IACO COkl' ., ... 10. 'l 111 u 1 ? . '1 f> . 11 <'I . Ii '• · l 'i1 'J 6 . 1 1 . '/ 313 . ll J~ . 6 lj lj ' (1 3'i . 3 
~ 111 liLP'lOl. Cl)Jlf' Pl l h. 1 II 711 1'1.1 1'1 . 0 11. 2 11. q :; ., !J '' · 3 :' . q 'O . 'l 21. Ii .,., ' (, 211, 7 
wr rco C!lEMI CAl. r.n I< r· i!i 11. 'I 17 110 'l .1 ., . 8 7 . 'l 1). 'I ??Ii i .11 1. .., 3" . 6 3? . q ,., .o 3q,7 
l. ')1lt.WOHTll W. f . ?If 1 11. 1 H >fi 11 . ·1 •1 . 1 ., • (1 ~.H 1 f1ll f1 10 . ;> q. 4 2 1. l 2'1. '> 3 1. !i 18. 'J 

/\ vr:H A',0:: 1P 1 i' . 1 11 h!l 10.n '1 , f, I . 11 ., . 0 'l"i 11 ' (, 11. 1 ?( •• 1. ''l . j 311. 11 33 ' ,, .,., )~· C:1JMl1 APl1 !-; ~ 1 )'\ I II I. 0 10 l 10'i 11'I. 0 1 1 'l. () 11 11.0 1011. 0 10!1 \l 11, 0 11l'l . O 11 •\ . 0 IOU.O 11 1\ . 0 108 . 0 
Htu I ~ l lH · \ - 0 . 1 

_, , -1. ) 2 . ") I.' - , . 1 1:> 0 I\ , :) n.o O. l'J 8. 1 o.o '} .. , 
HA 1C I HllH 10 ,,, Ill. i 1,1, Pl ii ,,.,. 0 i1 ') . ' t n. o 'P . h 'f f,1)0 '7 . It ., >.) •'• .. , 11'1 . '> b:? . 9 67 . b 



W!IITE, WELD & CO . INCORPO T. ATED 
BOND R ATIN~ SURVcY 

MOODY'S- STANDARD & PO'JR'S 
A - BB9 

1975 
197'i 5 YR CAS~ PRE-TAX 1975 1111 DE9T AS t 'J~ TOTAL CAPITALIZ AT ION 111 

197 'i !':Bin SALES FLOW INTEREST CO~ERAJS TOTAL St!ORT DE9T L'>SJ DEBT TOTAL DEBT 
C0'4PA'IY NAHE EBIT ASSET t; k l)W ioEBT 1Q72 1973 1974 1975 CAPITAL 1972 1975 1972 1975 1972 1975 

ALL£G~E NY LUDLUM t 'I D 61 9.5 ') 3? II, 3 5.2 6.11 4.4 ll90 10.4 6.J 3?.2 28.5 112 . 6 34. 8 
AHERlCA'l STORES NA 'IA NA !IA 1. 8 1. 1 6.9 NA NA 1. 1 Ni\ 23 .3 SA 24. 3 'lA 
CHE METROS 6Fi 17. Q 10 62 3. 2 J . 7 6 . 1 9. 1 293 lj .o 1. 6 29.0 26 . 8 33 . 0 28. ll 
CUriMlN S EN'iillE llO 6. ll 11 1<1 2.8 II . 6 3, 3 ?.O 1159 11.0 2. 9 31. 9 46 . 0 42 . 9 118. 9 
::i'JODR IC ti I B.F. co 90 5. 6 10 21 3,7 J.9 ? . 9 1. 8 1239 1.1 11 . 1 32 . 6 35 . 4 40.) 39.5 
J'JUL I) INC 81 12, I) 18 25 5 , II 5. 1 4. 6 3. !) 5 16 1 1 . 1 10.9 28 . 5 ) 1. 1 39. 6 ll2 .0 
HAHR!S INTERTYPE 3~ q, & 5 5 1 5 . 1 6 . 0 4. 8 5 .'i 252 5 . 7 3. ll 26 . 6 23.7 32. 2 27 . 1 
INTERLAKE I NC 79 16 . 5 14 60 5. 1 6., 13.0 s.o 362 0 . 6 3. 0 23.0 2) . 7 2) . 6 26.7 
INTL l!AR VCSTER ]24 9.2 )II 13 3, 3 2.9 2. 6 2 . 2 2887 21. 6 17. 5 21. 9 32 . ') 43.5 50 . 0 
l\R'JGER CO . 75 6. 9 7 5 1 II ,'I 5. 1 7 . 0 4. 8 600 0 .3 0 . 4 20 .3 28 .6 20 .7 29.0 
MEAD C•JRPOA ATIO'l 101 q , 3 11 32 3, 5 5 . 2 7 . 7 4.5 851 o.a 1. 6 34 . 6 36 . 0 )'l . li 37. 5 
NATL DIST & CHEM Jlj lj 14. 1 7 NA 5 . 2 6.11 111 . 0 12 . 6 322 2. 0 2 . 3 33 , 9 22 . 6 3n9 24 . 8 
o~r~OA HD MAH!~E CORP 'i l 12 . q 10 lj (l 111, 5 l 'i . 1 '} . 1 11 . 5 323 0 . 7 5 . 0 1'). 3 ?4 . 1 20. 0 29 . 2 
S fOKLEY VAii COHP . Nh 'IA ti A llA 6 , II ~ . 7 3. 3 "lA tJA 0. 0 ~ A 17 . 2 'IA 17 . 2 H 
UHC HIDU3TllIES 111 11. 7 13 B 1 C) . 2 11. 7 'i . a '). 0 101) 7 . , 1. 2 'J,IJ ?9 . 9 17 . 0 30.0 
li E'lE 'I Dr:k:; S1iJE I-!!='; 5 13 . 8 c; 95 16 , I} 17 . 7 8 . 1 111. 0 ') ' f) . f) 0 . ? 1:1.l'J 12. 5 , 8 . ll 12 . 7 . 0 

AVEllA:i::: 83 11. 2 10 111 6 . 6 I\ . 1 5 , II 5 . IJ 55 ~ 
. ; II . 3 :>5 . ? "3 . 6 3J . '} 3? . ') .. 

'/') "lr C'JH0 MllE5 111 111 . 0 111 13 16 . 0 15 . 0 1 ,, . (} lll. 0 111 16.P 111. 0 16 . 0 1'L 0 16. 0 14. 0 
:-ill!H'l"I 5 'i . f> 11 n 1. q ? . ri , • '1 1. ':} ?ii ') . 0 O. ? ') , ') 1::? . 5 17 . 0 12.7 
MAXIMIJM )"II 17 . 'l Pl !}I\ 1 '}. 2 17 . 7 111. 0 111 . 0 ?~97 ? 1. (, 17 . r, 3!1 . 6 II ' • , 0 113 , 5 ')0 . 0 
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1 H~ E91Tl SALES FLOil lifSREST COV~RA1E TOIAL '3!DH T 1)~9T LO:I:; DS3 f TOTAL DC:'3T 
COHPA'l'i 'IAHS E9IT ASSEf 1H')i/ ' !>C:9T l'J7 2 1')73 1"l7 ll 1975 OPITAL 1?72 11)75 1972 1975 11)72 1975 

ALLIED :>rOiES 'IA 'IA 'lf4 'IA 2. 1 2. 3 ?.'l SA !IA !LI 'IA 4') . 6 'I A 57. 7 NA 
CE Lo\UES E CORP 11 6 5. 1 11 llJ 3.1 5 , 3 6 . 6 3 . 1 1115') 7 .4 IL'J 37. 5 H.2 44. 'J 37 . 1 
Ft:DEHAL HO:i1JL 16 5 . ') 7 23 11. s I) . 5 3 . ll 1. ') 218 ?.6 3 . 8 ?.:>. 'l 33 . ') 23.6 37. 7 
LO :IC: S TA R I'I D ll? 7. 6 18 21 lj. 9 4 . 7 3 , 5 2 . 8 411 1 2. 1 3 .3 35 . ') 36.8 3B . O 40. 1 
tlATL CA'I COkP 11 s 11. n 16 31) 4.5 ll .O ll. 6 4 . 2 2')J ll. 1 14. 'i 37. 11 28. 1 ll 1. 9 !12 . 9 
HOC1<\olELL INTL . 25 9 9 . 0 15 30 1 . 1 ') . 2 ll . 0 3 . 1 19 11 0 . 5 3 . 3 25 . 1 31.2 25 . 5 40 . 4 
SCO'IILLE Hr'3 CO 3? B. 3 - 0 311 1 . 1 5 .0 3.? 4 . 9 2?4 3 , 0 5 , 7 27 , ll ?d .7 3'J . 4 311. 4 
U. S. SHf"E 34 13 , 7 9 3 1 B. 5 5 . 5 3,3 4. 1 , 9'.l 21. 3 5 . 5 20 . (, 31. 6 4 1. 9 37 .0 
U'.JP INCORP')R ATE D -1 ll - 3 . 3 IJ - 9 lj . 0 4 . 9 5.? -1 . 3 316 , 1 . 5 1B . 5 ?II. 7 23 . 1 3'> . 3 42 . 2 

AVl::f<A'.;E 67 7 . ll 10 ?6 1.0 5 , II 11.1 ? . 8 :,3 2 6. S 7 .4 31. 0 3 1 . 5 37. 8 39. 0 
:10 r)f" COM?MH ES 8 8 . 0 8 9 9.0 '). 0 1 , I) 9. 0 s ') . 0 8 . 1) 9 . 0 8 . 0 J .O 3. 0 
MillIH 1J!'1 -1 IJ - 3.3 - 0 _q 2. 7 2 ,, . , ? • 'J -1 . 3 1 ')') () . 5 3 , 3 2.) . 6 23 . 7 23 . 6 311 . 4 
MAXHIU!'I ;,:') ') 13. 7 18 113 1'). 8 /.? 6 , 6 4. 9 191 1 ?1. 3 1B. 5 11') , I; 37. 2 ~7. 7 42.9 
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1q75 
1q75 5n CASH PRE-TAX 1')75 1111 D=:BT AS ~ Or TOrAL CAPITAL!ZATIO~ ··· 

1q75 E9I!t 5AL83 FL'.>W t~T£RE5r COVERA~~ TOTAL SH'.>kT DE3T 1.01n or:a r TOTAL DC:BT 
COH?AIH 'lAME EBIT ASSET OR'H i!>EBT 1q72 1973 1 q14 197". CAPIT AL 1972 1 'l75 197? 1975 1972 1975 

ALLIS- CHALMERS COilP !l6 8.7 1 1 2& 1. 6 1. (i 1. 9 ?.3 61l4 11. 5 3.!l ?1. 1 27.11 39 . 6 31.2 
AMERADA HESS 379 15.9 ?II 45 3 , q 12. 4 !3. 7 I). q 1714 2 . 2 1. 9 ll3.2 37.2 115.4 39.2 
AMCORD INC 17 8.0 lj 18 2 .3 :?,II 1. IJ ? . 2 172 11. 5 3,9 111. 5 411.6 5? . 9 118. 5 
ARHSTR'.>~G RUB9ER ~O 15 5.9 9 17 3 . 4 ? • 'J 1. 9 1.1 20? 10 . ~ 3, I'} 39. 1 45. 7 II') , 2 49. 6 
AH VIN !llD:JSTtil l"C:: IN:: <'.~ 10 . ? 15 10 5,3 3,7 1. 4 1. 7 20? 0 . 5 35 ,9 J b .O 27. 1 35 ,5 53 .0 
9A'Cl::H l'ITERNATIO!UL 71 23.7 35 91 1.8 7.6 B.2 10,9 227 J.2 5.6 3'J. 1 i!O. 4 33 . 3 26 . 0 
BEHCS CO . ?6 8. 4 I'} 10 5.4 4 . 2 4. 7 3. 3 ?II 3 7. 7 2. 1 27. 4 29.6 35.2 31 . 6 
BOEINJ COMPMI! 127 7 . 1 0 109 1. 4 2 . 5 7.7 8.7 1165 15," 1. ') 31. 1 11. 11 46.5 13 . 3 
BR:>w11rn:; FERRI S 37 11. 1 5v 311 8 . 2 6 . 3 3. 'i '' • q 276 5 , 3 3. '? n.3 411. 3 32.6 117. 5 
Cll AMPIOll INTL 14:? 7. 2 12 lfJ 5 . 2 4.8 3,7 2 . 5 16111 4. 3 5,3 41. 3 113. 2 11 5. 6 48.6 
r. l!RYSLER CORP 24 Q, lj 11 -5 8.2 15 . 0 0 . 2 a. 1 39?6 B.9 11 , 1 2 1. ; 27 .2 30.6 1 8 . 2 
CON S rREIGHrilAYS I~C 39 11. 5 10 71 11.11 13. 0 10.11 7. 1 223 9.0 6 . 6 30. 1 23 .0 39. 1 29.6 
CRAN£ CO . 130 18.0 10 41 1.1'} ?.1 6 1 8 . 2 54? 5 .3 11. 6 c; 3. 7 1111 . 1 59.0 48.7 
FE DER AL Pfl PEfl r'IOAllO 36 12. IJ 20 35 5. 1 6 . 'l 8, 11 5 . 5 21111 0. 4 1. 8 31. 9 35.6 32.2 37,3 
FERRO COHPORATIO~ 30 14. 3 16 65 l'J.6 11. IJ 12 . 5 6.9 1 llO lj, I) 6 .1 21. 8 15. 1 26.7 2 1. 2 
FLE XC - 1/AN CORP . 15 6 . ? 1q 25 4. q 3. 'i 3.0 1. 'j ?21l 6 . 8 3. 3 111. 7 56 . 8 11 9 . 5 60 . 1 
FHEUHAU~ CORr 11 8 . 6 19 27 3,7 J.6 1. 8 2 . 1 657 11. ll 12 . 6 3' . 2 34. ~ 113 . 6 ll6. 8 
'.::t.09E - UN IO~ r11c 1 'l 11. 0 15 30 4. 3 3. I) 3 ,7 3, II 13? 12 . 0 15 . 0 '?B . 2 211 . 1 40 . 3 39. 1 
HART SCH AFFNER & H'H 23 1 . 'I 6 33 7.8 7. ?. lj. 3 3. 'i ?33 0 .11 O. ll 25.7 26.2 26.2 26 .7 
ll:JOVC:R BALL !. BR~ '7 17 . ') q 711 10.3 12.q 1. 11 q , 7 107 0 .4 O. ? 32.4 26.0 32 . 8 ?6 . 2 
PHI. HULT !FOODS 'IA :IA NA llA 11. ll 3. 8 3 . 3 'IA 'It\ 18 . 6 NA 23.B 'I A 11 2 . ll ti A 
!C IDDE WALTER 105 12 . ) 1 2; 7 . 3 5 . 9 ~ . 1 II . 5 659 3. 2 6 . 3 30 . ) n .6 33 , 5 36 . 9 
L!TTC'l l'l DUS r1HE5 l] IJ 6. 3 7 111 1. 0 2 • . , 1 • 1 :' . O 1650 17. 1 13. 6 311 . 11 31 . 2 5 1. 'j 5 1. 7 
l.OWE" STEI'l H. 1 0 . 3 ll ll ? . 6 ? . 6 ? . 5 I) . 1 ?.!)5 16 . c; ' ;i . 11 3 1. 2 31 • . , 117 • • , 52. 1 
HARTr~-MA HIETTA CORr 99 8 .7 ;> 50 4.1) 11. !) 7. 2 5 . 1 Ill) 5 3 . 5 1. 5 % .1 30 . 11 )q . 7 31. 9 
HlLES L~SOH ATOHI ES 32 Q,2 7 18 11. B II , 7 3 . 1 2 . 5 2 ')5 ll . 3 11. 'i J8 . 5 3 11 . B 11 6 . d 50 . 3 
HO"lO'JRAH !~I DIJSTtH ES 17 11. 5 II 30 3 . 2 lj . 1 11.'l 11 .1 122 O. ll 11 , 3 ll (i , 1 33 . 1 11 6 . q 37. 5 
PE•/ 'l ?O J I 2 16 10.7 R ?8 2 . 5 ? . 'l IL 0 u. o 159 1 7. ll II. 3 'i3. Cl 5 1, 3 60 .11 55, 5 
PULi.MA ~ 111c 69 7 . B ?)j 5n 11. (, o; . 4 "i . n 'I. 'i UlJ ll . '1 11 .1 25 . 1 ?0 . 0 Jlf. 7 ?. 4 . 2 
HElCllHOLI) Cll~MI C: Al.<.l 11 111. 0 11 t,5 11. 'i 'i . 'i 11. 1 R. o 178 1. 7 1. ll 35. 2 '?"i . 3 3'J . q n.1 
HYDEk ')YSTP.H 59 R. 7 2 1 32 3 . 0 :? . 11 1. l 1. 5 ll!)3 B. ') 8. 6 5., , ,, (i? . ll (i 1. 3 7 1. 11 
SCH COHP 6? B. 8 I) 26 2 .1 L 'i ll, li 1. 1 53 ? 1 . 8 5 . 2 11:i. 1 ll O. 3 1111. 1 115. 6 
S L.'lAL COMPANI ES me 12 1 6. 'i 'l 16 11. 1 ?. • 0 II, 3 2. 6 111116 6 . 2 Cj,7 32. 0 28 . 2 38. 1 3'7. 8 
SM !Tit fl. 0 . CO RP 10 3 . 1 ? 21 ll,11 'i . 2 O. 'i 1. 2 ?20 ,, .. , 0 . 6 27. 'l 21) . 6 32 . 2 30 .3 
ll 'l lT MEHCllA 'ITS ,\ H~"H ?7 2 . 5 5 - 0 1. 11 ? . O ., . l I) . 'j 71111 '?fl , 5 11. 1 11. 3 32 . 1 ')I) . 6 b3 . 2 
U. S . I '/DU ST H !ES 11 9 5 . 1 2 18 6 . (, 11. 7 I. 7 1. Ii 707 'L 1 1o;. 11 ?5 . 'i 1) . 0 311. 6 ?6 . c; 
,J [ M wA l.TF:lf C01IP 1n 1]. ') 11 1'1 11.] h. () ) . 1 1. ?. 105 1 17. 2 . 3 1'1 .'> '?3 . 3 ')'i . 7 o;~ . 6 
WALT £ 1i f'. l ll!'lE .c, C:O 11) ') 1 ;> . 3 7 ~5 ., . 3 'i .l'l 11.1 11. rl li'i <J 1. ;> 6 . 1 30 . 1 32 .6 33 . '> 1'l . q 

11 l Cf\E.l :n 11. '1 17 ii (1, II "· 'I ·". ) 1 ,. Vl'I 1(1. 1 1·1. 1 21. I') 17. A ) ti . 0 .; . 0 • I 

AVEIH ":~ '/1 'l . 'i 12 11 11 . •) 'i . u 11 .11 ] . CJ 6(1'i f\ , b H. 11 31 .1 n .o 11 1. •1 111. 3 
Ill OF c rJ11PAll n;:; 111 J !L O \U 111 \ 'I . 0 llJ . n 1'1JI 10. 0 18 VJ. O 18. n Vl. O JI!. 0 3') . 0 1\l . 0 
MlNlMUM 1 n . 1 0 - 'i 1. 0 1 • r, n . ? \'l .1 107 0.11 o. ., 1'1 .•, 11. 11 ?(1. :' 1]. 3 
HAX J HU/1 r/<J ? l · ., 'i'l 101 11. II 111.'l 12 •• , )().I'} 3'1"6 3,. 2 Vi. 'J '• \ . I 11 2 . II b I. 3 ·11 .11 
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tJredit Analysis o~ 
State ancl Mu1deipal Bonds 

The notion of raising money for public purposes through loans 
rctther than truces is ancient and widespread. Only the very richest 
governments have been able to finance everything they wanted­
whether to build navies, buy grain, or construct canals-out of cur­
rent income. So universal is the practice of supplementing true ir1-
come with loans that the creation of a national debt has been 
called the 'first step ,of any nation toward civilization. Corporate 
debt financing, by contrast, is a relatively recent development. 

Loans, public as well as private, are secured by bonds. A bond is 
an obligation; the word originally meant "that whfoh binds" -iP 
U1e sense of fetters or s.hackJes. In the United States, public bonds 
are referred to generally as "municipal bonds." Here, " municipal" 
is being used in its broadest sense, to mean any govemmental sub­
division of the nation, whether a s ta te, city, town, or other local 
self-governing unH. The term " municipal bonds" also includes 
bonds issued by agencies or authorities of the states and U1eir sub­
divisions- a state power authority, for example, or a city housing 
agency. 

A municipal bond, then, by its very existence is at once t11e evi­
dence of a public debt and t11c pledge to repay the loan, at a par­
ticular rate or interest ru1d al a particular time. Tho pledge to re­
pay is lrncked by nll, or by a specified part, of the borrower's re­
sources, fu tu re as we11 us present. Usuall y, the borrowi ng body 
pays interest annually or scmi-nnnuully to the bond holder, while 
the principal of U1c loan- the fncc amount of the bond- is paid nt 
the end of a stoled number of years. 

Besides being an older form of linanc(' than corporn tc bonds, mu­
nicipul bonds have proven over the years to bo sure· . More serious 
dr faults have occurred in the United Stales from lending public 
credit to private enterprise than from lending privutc funds to 
public bodies. The safe ty record of municipal bonds in this 



country is exceeded only by that of the obligations of the Federal 
government itself. 1 

Of course, the absolutely riskless investm~nt has yet to be in­
vented. Municipalities do default. As early as 377 B.C., 10 Greek 
municipalities of the Attic Maritime Association defaulted on Joans 
from the temple at Delos. And in the United States in the 1 Yth 
Century, the Smithsonian Institution almost never came into being 
because Congress invested James Smithson's bequest in Ohio muni­
cipal bonds that defaulted; by a one vote margin Congress restored 
the money through an appropriation, enabling the Institution to 
open in 184 7, 1 2 years after the bequest. 

In assessi11g the safety of municipal bonds, the fundamental criteria 
are the issuer's ability to pay along with the willingness to pay. 
The first factor is measurable; dollar values cun be assigned to 
property, tax returns can be projected. The second factor is more 
subjective; the analyst must make a guess about Ute municipality's 
determination to honor its debts, come what may. The combina­
tion of the two factors- ability and willingness- ·is more important 
than tile particular sources of revenue that wil be used to repay 
the loan. 

Classification of 
M1111ici1•nl Bonds 

The many kinds of state and municipal bonds, fa ll into three major 
categories : 

I ) Genoral Tax Bonds (Gcucrnl Oblign t ions) secured by the 
"full faith und credit" of a state, or in the case of u 
municipality, usually by ad 11(1/orem (according to vatul!) 
property tuxes. (Some legal experts define "general ol>ligu· 
lion" so narrowly that only ad vtJlorem lnx bonds qualify; 
others .in terpre t lite phrnse lo mean any available sources of 
revenue not otherwise restricted. ) 

2 



,.f~ 

2~ R~y~nue Bonds secured by,' and payable solely :.from ><a spe­
, cificil source ·Of revenue-fat example, bridg"• tolls, sales taxes, 

.or license fees. 1 
' • 

3) "Double-Barreled" ..Bonds secured by a combi~atiori of taxes 
and other' fonns of revenue. 

' General Tax Bonds 
of Munici ... 'laUties 

Historically; local governments have depended mainly on property 
taxes for income. Additional revenues may be produced by sales 
and use taxes; licenses, and by excise, franchise, and income taxes. 
Federal grants, s tate aid, and other fom1s of fim~ncial assistance 
may also be received. However, t.he principal assets of a com­
munity ordinarily consist of its re:il property, and it is the prop­
erty tax that provides the most: basic, continuous source of 
revenue. The tax on proper ty usuaJly is based on its " assessed valu­
ation" rather than i ts true, or market valu<:. The assessed valuation 
is supposed to bear a fixed relation to true value, but there are 
often so many exceptions- the result o f obsolete or unprofessional 
assessments- that the relationship rrrny be hardly visible. Whatever 
the case, the community balances its budget by establistting a tax 
rate (in mils. o r dollars per thousand) which, when multiplied by 
~~c total assessed valuation, will combine with income frum other 
sources to produce the total revenue nccer.snry for operations, debt 
service, and o ther expenses. 

Tax rates of different communities are not directly comparable 
since assessed values vary from as little as I 0% of es timated market 
value to close to 100%. Moreover, the estimates supplied by issuers 
arc not always accurate. A hettcr comparison is the annual tax bill 
as u percentage of market vu luo, i.e., .suburban home ta xes averaged 
4% of market value of the property in a recent survey. Com­
mcrcin.l, industrial, privnl.e utility, and personal properties usually 
have different assessment .ratios. 

3 



current tax revenues are ~sed primariiy for day to day operations, 
including essential services such 111s public safety, 'education, and 
,governmental administration. Capital items, such· as 'a new school 
or, a sewage disposal plant, whicl} will benefit a community over an 

·!t. 
extended period of years generally are constructed from the pro-
ceed~ of Jong-term borrowing. The theory is that if the benefits 'are 
long-term, the 

1 
cost impact on the taxpayers should be sprend over 

the useful life of the facility. 

The strongest security for general obligation bonds is a pledge by 
the issuer to repay principal and interest by levying ad valorem 
taxes "without limit as to rate or amount" on all taxable property. 
Several states lhave constitutional or statutory limitations on the 
rate or amount of taxes that can be levjed to pay interest on their 
debts. ln theory, such "Umited tax" bonds have less security than 
"unlimited tax bonds," but in practice, there is no difference for 
the bond holder as long as the costs of debt service remain within 
the legal limits of taxing ability. 

ln addition to considering the community's resources-Le. , its abil­
ity to pay the debts it is incurring-the prudent investor must con­
sider the way those resources are managed. 

The quality of financial management often is reflected in the year­
to-year trends of revenues, expenditures, year-end b'.llances, tax col­
lections, and borrowing. ln general, actual performance compared 
against budgeted figures over the most recent years is indicative of 
management capability . The M.F.O.A. (Municipal Finance Officers 
Association) has an excellent accounting and budgeting format 
which should be s tandard. 

The /<:·ar-cnd condition of the major operating funds ·s especially 
important. Jf current liabilities exceed cash and investments, the 
comm.inHy must resort to short-term borrowing, either through 
the ~r. le of notes or direc t bank loans, lo keep it going unlil the 
next round of taxes is collected. When Lax years and fisc:tl years 
are not synduonized, short-term revenue an ticipation borrowing is 
usually used to bridge the gap. If trouble is brewing, the first signs 

4 



' ' .J~~ .~' •If•, ~ • , I , f""'":ltl\A, "r.>!-.l'lllilli.,_.;TrtM>Y:I 

1.• ~ ~' l - ;\ 

pftenl .are ~RP.~t~,!Ji'·~ough apalysis of1 the '.'flo11ting debt'.' ~feate"a 
(>}?y s.i cc~~~;:,~port;!erw ti'9rrowjngs. 1'.oo often, -in~estors inj~ ort­
terrn~ ~ob~gati<?._µs have diScovered to th,eir chag.in the disti~ft: dif~,, 
feren~i~ ~t~e~m ~o~a. ruiticjpaq~n ~otes (BAN'S) and l ax:-;or 
Rev.e~1ue , Anticipatioli' Notes (TAN'S oi: ~S). The bond lantici- ' 
patio~r ~~te. Jiold~i: may not ~ get paid ifthe issuer do~s no:F h~ve 
accessl to the capital market toi sell a bond issue or "roll ovei::' the 
notes at matu,rity. The TAN or RAN holder, meanwhile, i~ pr~­
tected as Jong as truces a.re paid and revenue is produced. 

I .. I 

Defaults-the failure to make payment when dlie.-are rare on gen-
1 • • 1 . ' 

eral ~?' bonds, and when they do occur, .extenuating circumstances 
usual1lf exist. Curreritly, the legal status of the general obli1~tion 
bond 'holder in the event of default is murky. Most legal experts 
relieve the courts will put the needs of public safety ahead of the 
municipality's obligations to bond holders. This ineans first call on 
any available revenues probably will be given to the support of 
police, fire protection, and s:mitation rather thJil to the payment 
of bonds. Just which services are truly essential, however, may take 
some years for the courts to resolve as a result of the lawsuits fol­
lowing New York City's "moratorium" on a note payment in 
December 1975. Are t11e schools essential to public safety? What 
about the public hospitals? The dog catcher? The matrimonial 
bureau? In effect, the courts must write a definition of "public 
safety," deciding which services come under the umbrella. 

Ln making a credit assessment, the proven willingness of a com­
mu:nity to cooperate and clear past defaults is an important factor, 
as is the record of having kept up payments even during adverse 
periods. In the latter connection, the most frequent ly cited case is 
t11c city of Richmond, Vfrginia, which has an excellent credit 
standing because for more Utan a century bond dealers have recited 
the story of how the city managed to smuggle gold through Union 
line:s during the Civil War to pay off bond holders. 
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' 
How much can be' borrowed is contingent' "upon the ability to re-

' •• . i IP" 

"pay. In determ~ing an acceptable debt burde~, . lth.eref pre, an 
analyst considers such ratios as fiebt per capita and the percentage 
of debt to actual value . . These ratios then may l?e compared to 
those of similar communities. Othe11' measures of debt burden are 
the' ratios of debt to personal income and in farming communities, 

' ' 
debt per acre. 

• 
There are no hard and fast rules for detenninhtg an 

1

acc1~ptable 
debt burden. A rughly inC:lustrfalized nrea with a small populati~n 
might have extremely high debt •per capita but be an acceptable 
credit because its debt is usually low as a percentage of market 
~atue. High per capita drbt might . be tolerated in . a wealthy grow­
ing suburb, while the same dollar obligation would be considered 
unfavorable in a marginal agricult11ral· area v.ith a low per capita in­
come. 

In general, a diversity of revenue from a broad base is preferable to 
dependence on a few sources, although occasionally communities 
have a good credit standing with only one predominant tax payer, 
such as a m1jor utility. Tax collection procedures should be de­
signed to insure prompt payment through adequate penalties for 
delinquency and properly exci~" 1 tax sales. Additional security 
may result from collection of taxes by a l"rgcr governmental unit 
such as ~ county which may remit taxes in full to the municipality 
and a:>Sume responsibility for delinquencies. For the average com­
munity- and for the poten tial bond buyer- it begins to get danger­
ous when the percentage of net overall debt to estimated actual 
value nears 10%. Of course, any " overlapping debt" of other poli~ 
tical bodies must be included in each of the above calculations. 
Finally , debt stmcture or schedule of maturing principal should be 
compared with projected revenue. A good rule of thumb is that 
25% of debt should be retired in 5 years and 50% in I 0 years. 
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l) J~ation, geographical features; clim'ate, 
' · quacy of water7~ w,,aste disposal and .en~rgy. ., '" 

• l 9· f• 
I j 

2) Family income statistics, housing value:., percent of home 
ownership, data on occupations ~and educational attainment. 
• ·,, • h~ \; 

-. ' 

3) Transportation facilHies, labor relations, unen)ployment sta­
tistics, and .the :financial strength of banking institutions also 
are often included 'in the economic analysis. 

The current and past status of the tax base is perhaps the most im-
' portant consideration in estimating ability to pay. A list of prin-

cipal employers and taxpayers shows the degree of diversity anci 
<lependence on any· one industry or employer. Oianges in assessE:d 
or true valuations of property over several years, as well as popula­
tion growth and overall tax load, may show that financial burdens 
<tie growing faster than a snap shot statement of financial condi­
tion at a particular instant. 

State llonds 

The states depend very little- in many cases, not at all- on the real 
property taxes Lhat constitute the main source of income of their 
political subdivisions. Instead states obtain revenue from other 
taxes, fees, and Federal aid , including taxes on gasoline, personal 
income, tobacco, corporations, beverage~. sales, and franchises; fees 
for motor vehicle registrations and licenses, and Federal aid for 
education, highways, wolf ire, and rc :enue sharing. 

State obligations also differ considerably from the bonds or muni­
cipalities in the manner of contract enforcement. If a rnunicipnlity 
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State credit.:~ are analyzed in much the same way as municipal 
erects. Important factors include the economy, fmancial trends, 
admin:lstrative abilities, and debt history. A ratio commonly used 
in state credit analysis is jncome per capita and the ratio of debt 
service to general revenue. 

States vary significantly in the scope and quality of the services 
they provide and, hence, in their ability to incur t..ebt. For ex­
ample, Hawaii provides roads and schools, while such services are 
the responsibility of local government in other states. The analyst's 
assessment of a state's debt burden should include "agency" or 
"contingent" debt if general funds may be used to service or pay 
it. 

In recent years, there has been a significant increase in the numbt..r 
c f theoretically self-supporting projects linanccd through aulhori­
tfos or agencies that have a "moral" but not legal backing of a 
state if revenues are insufficient for debt service. The main objec­
tion to this type of financing is that it is a device for creating debt 
without the approval of the voters- the normal check on legislative 
authorization of bonding. The most common procedure is to ostab­
lish a reserve fund ; the language usually is permissjvc, saying the 
fund "may be replenished" by legislative uppropriaf'ion, but some­
times the act creating a11 Agem;y may fj.iccify that "monies will or 
shall be appropriated." Obviously , in cr0ating an agency authorized 
to issue debt the legislature has implici tly approved the debt itself, 
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Revenue bonds, secured solely by specific sources of income, as 
opposed to "general obligation" tax :;ecured bonds, may be i.ssued 
by states, municipalities, depcnde.nt agencies (subject to control by 
a governmental unit), or independent agencies (generally estab­
lished by legislative action). Revenue bonds have been used for a 
long time. In the l 2U1 Century, Venice obtained loans secured 
against revenues from taxes on salt and minting of money. 

Revenue bonds often have advantageous features not coflts incd in 
general obligation securities. Charges to users of the funJed 
services- whether in the form of highway tolls, electric bills, 01 

apartment rentals- arc collected mor,thly or reguJnrly in relatively 
small, relatively easy-to-pay installmc:nts, and the services rendered 
usuaJly arc vitul to the maint.enance of the user's desired standard 
of living. Services can usually be disc..~ntinucd promptly for non­
payment and rates quickly .increased if overall revenues are .inade­
quate. If the publ.ic operator foils to pcrfom1 under the covenants 
agreed to Jn the bond resolution, the bond holder, in addition to 
the usuul right of obtaining a show cause order (mandamus), 
usually hos Ute right of petitioning courts for the appointment of a 
receiver to opera tc the foe iii ty. 
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For reasons astute investors do not arbitrarily consider 
revenue bonds to be second in quality to general obligation tax 
bonds. There have been many instances of homeowners, corpora­
tions, and other users paying water and utility bills ahead of prop­
erty taxes in severe economic periods. 

The primary reasons for issuing revenue bonds are: 

1) The theory that the user of a service should bear its cost. 

2) Revenue bond authorizations usually do not require the ap­
proval of the electorate. 

3) Constitutional prov1:i;ons may proh.ibit general obligation 
bonds. 

4) The issuer may be unwiJling to dilute general borrowing 
capacity with loans for specific projects that are eiU1er self­
su tJporting or have a Jimi ted public purpose. 

Most revenue bonds are for essential services such as ; water, elec­
tricity, und sewers. However, states generally is!.11e them also for 
major services that benefit the general populace or for projects 
b~yond the financing scope of municipalities, including toll roads, 
heiusing, hculth services, and higher education. 

'l'he lleve1tu•' ll~H1ul llcsoh1tio11 

The bond indenture, resolution, or .)rdinnncc, is the bnsic lnstrn-
1nen t outlining the security for revenue bonds: it sets forth lite 
manner or procedure in which the trustee or other executor of 
monies shull upply revenue to the cost of operation and muintcn­
nncc, <lcbt service, and other obligatory paymcnls. 

Bond or trust indentures und resolu tions vnry in detail , but certain 
general procedures have been developed for handling income and 
expenses. In all cases, careful provision rnust be ma<lc to insure: 
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(1) rigid control in spending funds for constructing the facility; 
(2) strict accounting of revenues, and (3) compliance with cove­
nants and agreements in the bond resolution. 

Revenues have prioritie; in application for specjfic purposes. The 
order and priority of transfers of money through various accounts 
sometimes is ref erred to as the "flow ,of funds." The flow usually 
starts with income placed in a Revenue Fund; monies then are allo­
cated regularly or monthly to other accounts in the following 
order: 

1) Operation and Maintenance Fund. Payments are made for 
th.is account to meet day-to-day expenses, such as salaries, to 
keep the operation functioning continuously. 

2) Bond Service Fund. Regular deposits an· made to this fund 
or separate principal and interest accountr where they accu­
mulate to insure prompt and fu ll paym nt of: (a) bond 
interest coming due, (b) principal on bon<!s maturing, or 
(c) the amounts required lo be set aside in a ·'sinking fund" 
for term bonds. 

3) Bond Reserve Fund. A reserve cquivalcnl t'o one year's maxi­
mum principal and in terest charge is a preferred requirement. 
AIU1ough revenues may be accumul:.ted over a period of 
time from camings. fu nding the en tire amount from the 
initial sale of bonds provides better protec tion for the bond 
holders. 

4) Surplus. After required payments for operating expenses and 
debt service have been comple ted, surplus should hnvc speci­
fic allocalions such us mointenoncc of the faci lity, payments 
to the municipuli ly in lieu of taxes, redemption of' bonds in 
nJvance of maturity, and capital improvements. Sometimes, 
the surplus is used for "nny l•1wful purpose" without de­
tailed restriclions. Obviously bondholders have more protec­
tion if surplus is retained within the opcralion instead of 
going to support other government services. 
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Perhaps the most important covenant for the bon4 buyer is the 
pledge to maintain ,rates sufficient to: (1) meet operation and 
~aintenance charges; (2) pay annual debt service requireinents; 
(3) providr a reason lble surplus for the improvement and extension 
of facilitie~ and (4) give a margin of safety. 

When projects or facilities are initially financed, co~sideration 

should be given to future financial needs, and the indenture . or 
covenant should define carefully the amount of additional bor­
rowing that is permissable. For the investor this is important to 
prevent ililution of his margin of ~afcty. The indenture or resolu­
tion usually ~cntains a covenant permitting additional bonds, either 
of equal rank or junior in lien to the outstanding bonds. "Closed 
end" indenture~ allow no parity bonds other than those necessary 
t 'J complete the facil ity, while any additional bonds for expansion 
must be junior in lien. ln "open end" indentures, additional bonds 
of equal rank are permitted; in this case, however, to prevent ero­
sion of the safety of tl1e original bonds, the covehant should estab­
lish safeguards or tests that require eamin~ to be at certain ratios 
to debt service before more bonds can be issued. 

Sometimes, the additional bond covenant on cstnblish ~d and funda­
mental service projects wlll requite merely that net revenues for a 
set period (usually a mininrnm of one year) prior to the issuance 
of additional bonds be a~ least J 20% of \he maximum annual debt 
service requirements on all bonds, lnclu iling those to be issued as 
well as those already outstanding. If hish)rical earnings are com­
bined with engineering estimates or futur~ revenue, 11 greater 
margin of safe ty is usually required by investors simply because 
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Fe~sihility Analysis 
'• I 

The ·economic and · social justification of t~e facilities 'to be • 
financed are fundamental factors' in the analysis of revenue bond 
resolutions. The supporting facts and figures must show clearly ' . 
that revenues will be ~ufficient to fulfill contractual obligations 
with bond holders. The bond is.suer should provide a feasibility 
presentation detailing: 

1) Construction costs and completion schedule. 

2) Revenues and expenses (historical and projected). 

3) Economic prospects of the proposed facility's service area. 

4) Ch~r!PS and rates. 

5) Debt service payments projected on a realistic assumed bor­
rowing cost, along with all other anticipated expenses. 

6) A comparision of expected revenues against total charges. 

Analysis of construction costs must consider the probable accurclcy 
of estimates and the qualifications of engineers. The costs of stan­
dard facilities are obviously much easier to gauge than new and un­
tried designs. Ideally, all contracts for the facility should be based 
on fixed prices, or bids, and contain suitable penalties for delay or 
non-performance, as well as a contingency factor (nonna' 'v ranging 
from 5% to 15% for unforeseen construction problems or changes 
in specifications) which is certi fied to be adequate by the consult­
ing engineer. Any costs that arc not fixed must be viewed critically 
in light of inflation and potential technical problems. For some 

13 



• 
projects; legal clearances, such as zoning pennits· or approval 
regulatoiy· bod,}es, should be checked. 

The maturity schedule of a revenv.e bond shot11d provide for re­
payment within the economic or ,techno1ogically useful life of tlie 
facility. Revenues should be shown over a sufficient period of time 
to ~indicate negative as well as positive t'ret1ds. If no hist~rical pro­
cedents exist: the reputation and competence of independent engi­
neers and consultants making projections are critical, ·Rates should 
be compared to those of similar projects and the possible effects of 
competitive alternatives considered. 

The size and diversification of the facility's .service area-its poten­
tial "market," in other words are of prime importance. A project 
with but a sma11 group of customers may be particularly vulnerable 
to economic fluctuations or the movement of a major industrial 
firm from tt.e community, for example. · 

The type of service also must be consWered in the context of de­
mand, competition, and whether or not it is imposed upon the 
user. For instance, the law may require that all homes tie into a 
new sewer line, while another type of facility-a sports arena, say, 
or even a toll road-must attract customers on a voluntary basis. 

Is the proposed service essential? lf not, will it be used, and t.o 
what extent? Those are the key questions that the analyst- and the 
prospective bond buyer- must continually ask. 

As interested as they are in rates of return , most bond holders are 
even more interested in the degree of safety or "coverage" of their 
securities. "Coverage" often is expressed in terms of the number of 
times by which earnJngs exceed total debt payment requirements 
during a stated period of time. Coverage may be shown as a per­
centage of average annual debt service or- more conservatively- as a 
percentage of the maximum debt service in any future year. 

14 



nj re: is no •set ruleJ or tletefI}1~nLng liow much qoverag~ is ' neces~ 
sary • .A lease revenue bond with one time~ ?overage' t5 the Lease 
payments may bei adequately ,secured by an ironclad corttract with. - ~ . 
substantiru and strong lessee"3. An example of this sort would be 
the contract sale of

1 
power to major utilities. Th~ pl~dge of P";-Y­

me1its in 1 this case is an operating. expense which has a legal pri­
ori~ of,paymerit ,aheJ~ of the u~lity~~ own debt. A new e.nte,rprise 
without any eami'n~ recofd ·may require , as much as 1two times 
coverage of debt service by ~ticipat~d revenues. 'M9st seasoned 
issues of utility bonds have a minimum 1.25 times coverage. 
Market conditions and the nature oC: the' revenue source influence 
the amount of coverage required. 

In determi.Ping coverage, the analyst should not be led astray by 
the classification of obligations as "gross revenue" bonds. The label 
suggests that a much larger sum is available to protect the bonds 
than if they were on a "net income" basis. In theory, this· may be 
so, but C!S a practical matter, the bond holder's long-lasting protec­
tion ordinarily depends upon equaJJy long·lasting operation of the 
funded facility; it does the bond holder no good if not enough 
money is left to run the enterprise after debt payments arc made 
out of the gross revenues. Therefore. the analyst should calculate 
coverage of gross revenue bonds in ligllt of necessary operationaJ 
expenses even though debt service legally has a first charge. 

S11ecial (;onside .. ations 

CerULin kinrls of revenue bonds have special analytical 
considcra tions. 

1) Electric Power. Revenue bonds for generation facilities re­
quire evaluation of the source ruid availability of fuel. Be­
cause fuel p1iccs nre .increasingly difficult lo project. rate 
sclwdules should have fuel adjustment clauses wl1ich cnn be 
revised quickly to meet n sudden rise in costs. 
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