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JOHN W . BRISTOL 8c CO. 
INCORPORATE D 

233 BROADWAY 

NEW YORK, N. Y. • 10007 

CORTLANDT 7·1137 

I~iemo to iV'£L., Le!d::?sdorl 
M::. s~hur 
l\ ~.. Hochschild 
IWl:o Mitchell 
I ir., ~1Yln1CS 

Mio Strauss 
rvf;.:. Hansmann 

: ,.. ce- .... ommil:i:~e cfu~ ec·~~d MI., Schur p 

· t'J ... ~· 'C oil o. saws pro gr.am oi equities 
1.ti. ~.de!:. by at !.e!ls~ ~l million. 

·c--:-·"'~ y-3 "~;Le- . ~·!.)Qll and :1U.S OOeil ~"{ec:-uted 
shal:'ea of ill~- Life .... Accidento · 

f250~000 

Re:-mu.uing Hokii.ng 
Noo of Present 

Sh?.:&:"es i\fi.£.IketValue 

20, 000 
!0, QDO 

r.~ ooo· 

S900cOOO 
r~5~ 000 

4!!0p000 
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..lnveatT.:lent Program 
(continued) 

- 2 -

Jn addition, $300, 000 par value of United Aircraft $4.. 50 Convertible 
De.bentnres were sold at 130 - 130 1/2 (actual proceeds $390p 092; book cost 
$323> 556)0 At tile time of their sale, thesa debentures were traded at a 10 point 
p'i:emium above !..heir conversion point of l20o 

As fue p;:oceeds of these sales become available, they a:;:e invested in 
shor~ term Gover.nment bonds. 

EC/f..im 
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JOHN W . B RI STOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YOR K . N . Y . · 10007 

CORTLANDT 7·1 137 

Memo to Mr o Letdesdorf 
Mro Schur 

November 10, 1964 

INSITrUTB FOR ADVANCED STUDY 

Agenda for Meeting of the Finance Committee 
Mm:1ay, November 160 1964 at 11:00 Ao M, 0 

Mro Hochschild 
Mro Mitchell 
Mro Shanks 
Mro Strauss 
Mro Hansm&DD 

at tile Pinnacle Club, 150 East 42nd St.. N., Y., C.. 

lo Report by the Chairman.. 

2., Ratify investment changes since die lalilt meeting.. 
~Schedule attached) 

3., Investment review 
- List of holdings as of October 3011 1964; 
.. List of equity holdJngs in ex.cess of $60011 000: 
- Review of equity holdings commanding a price/earnings ratio in 

excess of 20X current earntugs., 

4o Discussion of factor which might alter the earnings prospects of the drug lndustryo 
(Mro Schur) 

john Wo Bristol & Coo, lnco 
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Schedule of Investment Changes Authorized Between 
April 17, 1964 and November 90 1964 

L SALES 

Bquitles 

10, 000 shso C. L To Financial 
1, 100 sliso Houston Natural Gas 
8, 400 shso Colorado Interstate Gas 
6, 000 shso Canadian British Aluminium Ltd.., Class "A" 
6, 000 wtSo " " " " 

2, 000 shso Philip Ao Hunt Chemical 
150 sbso Minnesota MJ.ning & Manufacturing 
360 sbso General Motors 

5, 000 ab.So Peerless Insurance Coo 
10 000 sbso Bo L duPont de Nemours 

S, 556 ahso Phillps Lamp 
6, 800 shs. North American Life & Casualty 

10, 000 shso Central IDfnois Public Service 
4, 280 shso International Flavors & Fragrances 

10, 000 shso American Smelting & Refining 

500 shs. Superior Oil Co. 
6, 600 abs. Home Insurance 
8, 000 sbso Curtis Mathes 
9, 550 shso Marathon Oil 
S, 426 sbso Falconbrll.dge Nickel Mines 

5, 628 sllso Union Oil of California 
211 400 shso MacMillanp moedel & Powell River, Pf.d., $1 par value 

$ 

Proceeds 

373,166 
44o 467 

252, 711 
54o376 
9,283 

17,880 
9,892 

29,205 
33.717 

260,173 

2390918 
253,082 
243,958 
138,571 
494.201 

775,644 
438, 466 
91,925 

584o509 
393,074 

519.468 
2,079 

$52259,825 

I 
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IL PURCHASES 

Equities 

S0 000 sbso Island Creek Coal 
20 000 shso National Cash Register 
Sp 000 sbso Wallace & Tiernan 

10, 000 sbso Weyerhaeuser 
1, 000 sbso Singer Coo 

511 000 sbso Champlin Oil 8t Refining 
20, 000 shso Tennessee Gas Transmission 
10, 000 shso Great Atlantic & Pacific Tea Coo 
1, 000 ahso Dun 8t Bradstreet 

220 363 abso Television Comm1mtcatlon (by subscription) 

S0 000 abso Central Winols Light 
1011 000 shso L.. M. Brf.csson Teleiiu>ne, "B" 
411 000 ahso Continental Casualty 

NOTB: 

Rollover of Treasure Bills and short term obligations not included.. 

Bonds maturing and payments received not included.. 

Book Cost 

$ 156.838 
14211759 
130,3.U 
42011042 
9"9834 

173,98S 
448oS90 
400.584 

660 456 
19,362 

268,399 
3150000 
3100 355 

$2p947,548 
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JO H N W. BR I STO L & CO. 
IN CORPO R A TED 

2.33 BROADWAY 

NEW YORK. N. Y .• 10007 

CORTLANDT 7-1137 

INsrrruTB FORADVANCB.O STUDY 

EQUITY HOLDil'DS IN EXCESS OF $600~ 000 

Noo of 
Sia.res Book Cost Market Value 

-------(in$ OOO's)----- ---

International Business Machines 4.875 $ 7 
Texacoa Inc. 170 000 163 
Louisiana Land & Exploration 300 000 70 
Newmont Mining 26,250 310 
Gulf Oil 170 201 96 

Royal Dutch Petroleum 1811000 501 
Southern Union Gas Co. 2011 000 600 
Great· West Life Assurance 10000 357 
Falconbridge Nickel Mlnes Ltd. 100000 243 
Champlin Oil & Refining 1511000 525 

Peoples Gas Light & Coke 1111520 163 
Peabody Coal Coo 160 000 204 
Magma Copper Co., 150750 329 
Southern Company 100000 357 
Connecticut General Life. Insurance 30600 221 
American filectric Power 130243 94 

$4,240 

16 largest equity holdings~ 

- 3 of total assets as of 10/31/64 
- % of equity portfolio 

Changes since .M'ay meetf.ng: 

m1m1natlon: Superlor O'd of California (proceeds: $7750 644) 
Reduction: 50 426 shso Falconbrldge Nlckel (proceeds~ $3931) 07 4) 

$ 20 048 
10547 
10 290 
10 234 
10032 

864 
820 
800 
760 
690 

680 
675 
662 
650 
634 
600 

$1411986 
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JOHN W. BRISTOL Be CO . 
INC ORPORAT E D 

233 BROADWAY 

NEW YORK, N . Y . - 10007 

CORTLAN DT 7·11 3 7 

INSTITUTB FOR ADVANCED STUDY 

November 10, 1964 

RBVIBW OF BQurrY HOLDINGS COMMANDING A PRBSENT PRJCB/BARNINGS 

RATIO OF BBTTBR THAN 20X CURRBNf EARNINGS 

Statistical data pertaining to the Endowment Fund9 s holdings being traded at 
more than 20X their estimated 1964 eamblgs are enclosed.. lnsuraDce stocks have 
not been included ln the list.. 

The po:pose of this review is to ascertain whether the market price of any 
of the securitJ.es under consideration is out of line wtdl the trendltne of their respective 
earninlJS growth over the last five years and with future prospects; also to measure 
the vulnerability of each holding in comparing their respective market highs of 1961, 
their reported earnings for that year, and the correspondiog price/eamings ratloso 
It is interesting to note In this connection that die holdmgs under consideration all 
command a lower price/earnings ratio than in 1961 although, in most instances, 
these securltles have reached new historic market highs in 1964: 

mect:ric Utilities 
Natural Gas 
Others 

Average Price/Earnings Ratios 
Based on 1961 Market Current 

On die basis of the above ratios and of the 1965 earnings prospects of &11 the 
stocks under consideration? we conclude that present market prices, although high. 
are not excessive and no change to these holdings is currently recommended.. 

BC/hm John Wo Brlstol 8t Coop lnco 
Bncso 

Board of Trustees Records: Committee Files: Box 2: Finance Committee Information 1961-1964 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



INsrrrtrrB FOR ADVANCED STUDY 

RBVIBW QF EQUITY HOLDINGS COMMANDING A PRICBLBARNINGS RATIO OF MORB THAN 2ox 
CURRBNI' EARNINGS 

Per Share BarniDgs Compound Rate of Average 
Bst.. Posso Barn~ Growth Current Payout 

1. UTILrrIBS 1963 1964 1966 1959-63 Bol963-66 Dividend Yield i_Payo~t 1959-1963 

American Blectrlc Power $lo54 $1.70 $1.90 800% 7.53 $10 16° 2o5% 683 71% 
Carolina Power &: Light 1041 1060 lo85 6.6 9.0 1.00 2.5 63 63 
Central fillnots Light 2o37 2.75 3o 40 (1. 3) 8.0 1.so• 3.2 65 68 
Central 8t South West 1.82 1.95 2.25 706 7.5 1.28 2.5 66 66 
Columbus 8t Southern Ohio Bleco 1.90 2.00 2.25 7.7 6.0 1.28 2.8 64 58 
Gulf States Utilttles 1.65 1.77 2.15 5. 1 9.0 1. 24 2.6 70 70 
LouisvUle Gas & mectrtc 1.60 1.70 1.90 6.6 5.5 .98 206 57 55 
Oklahoma Gas &: mectrlc 1.,06 1.15 lo 40 9.8 8.0 .ao0 2. 4 69 73 
Southern Company 2.35 2.55 2.80 s.o 6.0 1.80 2.7 72 69 
Virginia mectrtc & Power 1.60 1.75 2.05 9.8 9. 0 1.12 2.3 64 63 

Peoples Gas Light & Coke 2.14 2.40 N .. A. 12.0 No Ao 1. 60 3.4 66 59 
Pioneer Natural Gas ~85 1.00 N.A. 10.2 N.A. .. 64 3.0 64 62 
Southern Union Gas Co. lo55 2.00 N.A. 7.0 N.A. 1.12• 2.7 56 67 

Prlce/Barnlngs 1961/62 1961 
Present 1964 Ratio Market Price Per Share Price/Barn.. 
Pr lee PriceR~ B.1964 Poss.1966 High Barn1ngs Ratio 

American IDectric Power 45 48 - 40 26.SX 24..0X 38 $1.22 31X 
Carolina Power & Light 41 43 - 36 25.0 22.0 32 1.20 24 
Central fillnois Light 56 59 - 46 20.3 16.6 53 1.90 27 
Central &: South West 50 54 - 4.3 25.8 22.s 47 1. 48 31 
Columbus & Southern Ohio Blee. 46 46 - 35 23 .. 0 20o5 38 1051 25 
Gulf States Utilities 48 49 - 38 27.2 22o3 47 1.31 35 
Louisville Oas & mectrtc 38 39 - 33 22.3 20.0 40 lo40 28 
Oklahoma Gas & mectric 33 33 - 25 28a5 23.5 24 079 30 
Southern Company 65 67 - 53 25.,2 23ad 61 1.98 31 
Virginia Electric & Power 49 51 - 42 27o9 24. (j 45 1.37 33 

° Candidates for dividend Increases 
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Prlce/F.arntngs 1961/62 1961 
Present 1964 Ratio Market Price Per Share Prlce/.Barnlngs . 

lo U11LmBS (cont'd) Price Price Range Bo 1964 Pos~~!~~ High Ba:rnlngs Ratio 

Peoples Gas Light & Cob 47 50 - 40 20oOX N.A. 42 $lo96 21X 
Pioneer Natural Gas 21 22 - 16 21o0 N.Ao 17 071 24 
South.em Union Gas Co. 41 42 - 32 20o5 N.Ao 34 104:8 23 

Per Share Ea_'MJln,goa Compound Rate of PBR 1961 
Est. Posso Earnings Growth Present Bst. Posso 1961 per sbo P/E 

IL OTHERS 1963 1964 1965 1958/63 1964over 1963 Price 1964 1965 Dividend Yield~ Barn. Ratio 

Chemicals 
1nt•1 Flavors & Fragr. $ 0'17 $lo15 $1030 2400% 1800% 31 TIX 24X $ 030 100% 19 $ 061 31X 
Mmsanto Chemical 2o77 3o90 4o60 607 40 .. 0 85 22 18 1040 106 55 2o35 23 
Union Carbide 5o32 6000 6040 nego 12o0 124 21 19 3.60 2.9 144 "° 73 30 

Drugs 
Brlstol Myers 1081 2ol5 2.45 17o0 1808 65 30 26 1.00 1.5 51 1023 45 
Norwich Pharmacal lo 78 1.95 2.25 9.4 10 .. 0 39 20 17 1.05 2.7 69 1063 42 
Upjobn 1082 1095 2.15 2. 1 7.0 50 25 23 1.00 2.0 59 1 .. 63 36 

Miscellaneous 
Dun & Bradstreet 2.52 2o 75· 3c00 13o0 10.0 64 23 21 1.62 2o5 85 2. 15 40 

0 Peabody Coal lo 74 2.00 2o20 1106 15 .. 0 43 21 19 080 1.9 35 l.S7 33 

Office Equipment 
0 mM lOo 44 120 75 13. 75 1807 20.0 419 33 30 5.,00 1.2 485 6.02 80 

oo National Cash Register 2o 71 3o10 3.45 nego 14o0 79 25 23 1.20 105 142 3(104 46 

Oils 
Amerada 3o28 4o00 4.40 13o0 22.0 84 21 19 2o40 2o9 59 2.27 26 

0 Louisiana Land 1.60 1.,80 2 .. 00 10.7 13 .. 5 42 23 21 1. 40 3.3 "° 1.34 30 

Paper 
•o Weyerhaeuser lo 44 2.15 2.50 nego 50o0 45 21 18 1.20 2o7 41 1022 33 

0 Holdings in excess of $600, 000; 
• 0 Holdings acquired 1n 1963. 
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Per Share Bamtngs Compound Rate of PBR 1961 
Beto Posso Ba._mtngs Growth Present B&tc Posso 1961 per sho P/E 

IL OTHERS (cont'd) 196-3 1964 1965 1958/63 1964over 1963 Price 1964 1965 Dividend Yield ills! Barno Ratio 

Retail 
Federated Depto &'tores $2052 $2090 $3020 607% 1500% 73 25X 23X $1050 2o 1% 59 $2ol4 27X 

Cigar 
0 • General Cigar lo67 2o25 N.A.. nego 34o0 57 25 No A.. lo20 2ol 50 2o06 24 

••Holding acquired in l963o 
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JOHN W. BR I STOL & CO. 
INCORPORATED 

2.33 BROADWAY 
NEW YORK, N. Y . - 10007 

CORTLANDT 7~ 1 137 

INSTITUTE FOR ADVANCED STUDY 

Memo to Mr. Laidesdorf 
Mr. Schur 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 
Mr. Hanammm 

The next meeting of the Finance Committee will be 

held on Monday~ November 16a 1964 at the Pinnacle Club, 160 East 

42nd street, New York City at 11:00 A. M. 

October 29p 1964 
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April 9, 1964 

JOHN W . BRISTOL & CO . 
IN CORPOR ATED 

233 BROADWAY 

NEW YORK N . Y .. 10007 

CORTLANDT 7·1137 

THE GREAT-WEST LIFE ASSURANCE COMPANY 
Common Stock 

Great-West Life Assurance» which was incorporated in Winnipeg, 
Canada ln 1891, is well known in America although the Company does not write 1D 
New 'York State~ Approximately 43% of the Company9s insurance in force is United 
States business. The Company has seventy elx bronohee in Canada and the United 
states. 

The Company ha.a compiled an impressive record of growth. During 
the paat decade the Companyvs capital funds, insurance in force and opeI'ating earnings 
have all grown better than 10% per annwno As stated 1n previous memorandums. th 
outlook for the life lnsur11nce industry appears relatively favorable because of increased 
family formet.ions. growth of per capita income and the continuing desire for family 
protectiono The determinants of a life com.pony's earnings continue to be fnvorableo 
These are better mortality experienceo increaaed investment income and lower operating 
costs through lncreesed automatlono 

The common stock of Great-West Life has a relatively poor mal'ketQ and 
we believe this accounts for the low price earnings ratio. In 1958 the common shares 
were split ten for one and 1t is possible that another stock split will be considered since 
management would like a wider stockholder liBt. (Only lOOe 000 shares are outstanding.) 

The following statistical summery conservatively sets forth the Companyv 
earnings. The common stock of Great-West has declined about 15% from its 1963-1964 
high of $800 to the current level of 665 bldu 685 offered. At this level the sto~ is selling 
about 9X 1963 'a earnings and represents exceptionally good value ln the life insurance 
industry. Investors are willing to pay SOX to 50X for conservatively stated earnings of 
Iruljor and growing life insurance companies in the United Statesv The outlook for the 
Company appears favorable end we recommend purchase of this common stock for long 
term growth. 
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THE GREAT-WEST LIFE ASSURANCE COo 

CURRENT STATISTICAL DATA: 

1963-64 
Range 

Adjusted Earnings Per Share 1963 
PER Price 1962 1963 1964Jfil. 

685 800-630 $61.64 $75.44 $80000 9.lX 

CAPITALIZATION: 

Capital: Authorized $1u 000, 000 
outstanding 100» ooo aha. ($10 Par) 

Contingency Reserve 
Burplue 

Book Value 
December 312 1963 

$1.000»000 
sopooo.ooo 
49p 676 • .,159 

$80., 676u 169 

1964(E) 
PER Div. . Yield 

8.6X $7 .. 00 1.0% 

Market Value 
April 6, 1964 

$68.000,000 

$68.000,.000 

Note: Boak Value would be higher if securltles held were adjusted 
to market values and if a value were assigned the Companyve 
equity ln lnsurance in force. 

GROWTH OF BUSINESS: 

Year 

1955 
1956 
1967 
1958 
1959 
1960 
1961 
1962 
1963 

Capital a 

Surplus. and 
§peclal Reserves 

$81~824,316 
34,, 908, 020 
39~ 502» 684 
45~003»662 

50,, 646~ 710 
57 ~ 4:35., 48.3 
64D852e823 
7211902, 790 
80» 676, 169 

Total 
Assets 

$656u206,971 
69611 202~ 820 
636. 831, 466 
688.7880281 
'143~498a360 
79111494. 588 
854A381u801 
9200 232., 743 
9919 0489 133 

Insurance 
In- For~e 

$2, 464., 7759 031 
2~ 79? j 5889 710 
3,122,073,452 
8,390~195.,336 

3,760R565vl-32 
4. 164u 611. 733 
4.449v514A559 
5~940p780p000 

6,8990721~000 
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THE GREAT-WEST LIFE ASSURANCE CO .. 

EARNINGS: 

Based on lOOuOOO shares outstanding. 

1963 
Shareholders v 

SUrplus Account 
Transferred from 

Nonpar $ 6.25 
Transferred from 

Par 6.07 
Investment Income 1.10 
Taxable Earnings $12. 42 
Less Income Taxes 3.84 

Balance $ 8.58 

Nonpar Retained 
Earnings-We 52.32 

Increase in Deficiency 
Reserve 2.18 

Nonpar Retained Earns. 
-Ao & Hu 

Total Earnings 

Equity 1n New 
Business 

Total Operating 
Earns. 

JMF:lh 
4-~··64 

10 .. 73 

$73.81 

1.63 

$75.44 

1962 

$ 5.00 

5.41 
1.00 

$11.41 
3.63 

$ 7.78 

38.11 

3.36 

10.29 

$59.54 

2.00 

$61.54 

1961 

$ 4.80 

4.95 
.. 99 

$10.74 
3.41 

$ 7.33 

49.43 

1.21 

12.29 

$70.26 

3.60 

$73 .. 86 

1960 1969 1968 1957 1966 

$ 4..40 $ 4.00 $ 8.56 $ 5.79 $ 4.32 

4.38 3.63 3.16 2683 2.60 
.. 90 .81 .70 .62 .50 

$ 9.68 $ 8.44 $12.41 $ 9.24 $ 7.32 
3ol2 2.56 2.96 2 .. 70 2. 03 -

$ 6.66 $ 5.88 $ 9 .. 46 $ 6 .. 54 $ 5. 29 

44.57 86.87 34.97 30.10 20 .. 45 

1. 90 2.95 .57 .• 30 2.45 

_Jo81 16.38 8.40 4 .. 62 7. 45 -
$60.84 $61.08 $68.40 $41 .. 56 $35.64 

5.21 5.19 5.70 7.30 10.25 

$66.05 $66.27 $69,, 10 $48.86 $45.89 

John W. Bristol & Co,, v Inc. 
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Present 
Price 

1963/64 
Price Range 

62 76 ... 54 
Cash .Barnlngs 

JOHN W . BRISTOL 8c CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK. N. Y .. 10007 

CORTl..ANDT 7·1137 

SCHLUMBBROBR LIMITED 

Progress Report 

Per Share Barnlnga 
1962 1963 Esto 1964 

$4o 17 
$7030 

$4009 
$8020 

$4..50 
$9000 

INVESTMBNf OPINION 

April 9, 1964 

P/B 
Rado Dividend 

13.8X 
7.0X 

$lo00 

Yield 

106% 

In August 1962p when the Dow· Jones Indllstrlal average was within the 590 -
600 range, a secondary offering of 700, 000 shares of the common stock of Schlumberger 
Limited took place at 62 1/20 level at which It ia currently tradedo In the meantime, 
however, the Dow .. Jones has risen 38%0 Schlumberger has thus proven t.o ~ a most 
disappointing holding during the market stampede of the last 18 monthso 

The enclosed progress .report reviews Schlumberger• s corporate developments 
ot 19630 Although not as promising as one might wish, they point, however, to a 
gradual improvement of the Company' s electronic business which since the Daystrom 
acqulsltton early in 1962 has accounted for about half of the Company• s reve.nues 
without contributing anything to profits. As a matter of fact~ the annual deprecladon 
reserve and the research expenditures related t.o these activities have been a drain on 
the Company• s earnings from the oil services .. 

This actllally means that the present price/earnings ratios of 15X 1963 
earn1Dgs and 130 BX possible 1964 earningse which the present market price retlectso 
apply only tx> the earning power of half the Company' s reveweso As such a muldple 
appears fair In view of Schlumberger' s dominant position in oil services, no premium 
ls thus paid for the anticipated gradual recovery of the electronic companies' earning 
power o Jn conslderatlon of this free calt of Schlumberger• s excess cash of some $70 
mWlon and of its cash generating capacity which might approximate $50 million or 
$9 per share In 1964. the stock is Indeed reasonably priced and represents good value 
under present market condltionso 

Not only ls retention recommended, but consideration could be given tx> Increasing 
current holdmgs as the downside risk seems nominal .. 
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SCHLUMBERGER LIMlTED 

Present 1963;64 
Price Price Range 

62 76 - 54 
Cash Earnings 

Progress Report 

Per Share Earnings 
1962 1963 Bstol964 

$4017 
$7030 

$4009 
$8020 

$4.50 
$9n00 

CAPITALIZATION (in $ million) 
Book Value 
12/31/63 

Long Term Debt 
Common Stock & Surplus 

$ 14.7 
227n8 

(5. 333, 587 she. outstanding) 
$242 .. 5 

Book Value per share $42.50 

OPERATING RECORD 

Revenues Research Depx·n 
OU Field &pen- & Net 

April 9 D 1964 

P/B 
Ratio Dividend Yield 

13o8X 
7oOX 

%of 

$lo00 

Market Value 
4/8/64 

$ 14o7 
325.0 

$33907 

Net 

106% 

Cash 
Services Total ditures Amo rt. Income Sales Barn In gs Barn in~ 

- - - ·- - .. • - - - - - .. - • - - ·· ·(in $ m lllion)- - - - - - - - - - - - - - ---·per share------

1958 107 193.0 607 15o3 12B8 6063 $2.48 $5.25 
1959 118 21900 8.1 15.1 19o3 8.8 3.74 6040 
1960 118 223.0 10~ 2 14., 3 17. 2 7.7 3.23 5o90 
1961 128 230.,0 10.5 14.5 17.9 7.8 3o35 6.10 
1962 132 266n5 13.5 16.8 22.2 8.3 4., 17 7o30 
1963 152 30300 13~0 21.8 2108 7 .. 2 4o09 8.20 
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Schlumberger Limited -2-
Progress Report (cont'd) 

QUARTERLY RBSULTS 

Per Share Earnings 
1963 1962 1961 

lat Quarter $0n85 $0~93 $0.66 
2nd Quarter Oo91 0.90 0.84 
3rd Quarter 1.05 1.28 0.95 
4th Quarter l. 28 1.06 Oo90 

$4..09 $4.17 $3.35 

REVIEW OP 1963 OPERATIONS 

SAL BS 

Revenues rose $34. 4 million in 1963. This increase was due principally to 
the consolidation of the Porex subsidiary (drilling company operating in Africa and 
in Europe) and to higher sales for the Blectro-Mechanlcal Research division (telemetry 
for the aerospace industry). 

Oil field services accounted for more than half of sales. About two thirds of 
sales were derived from the Uo S.. and Canada. 

NET INCOME 
1963 1962 

$ mllllon % of Sales $million % of Sales 

Sales 303.i.Q 266 .. 5 

Research Expenditures 13.,0 4.3% 13.5 s.ocx, 
Depreclatton & Amortization 21.8 7o2 1508 So9 
Income before taxes 42.3 14o0 37.6 14~8 

Taxes 19.8 6.5 15.8 5.9 
Net Income 21.8 7.2 22.2 8.3 
Tax Rate 47% 42% 

The analysis of the above figures shows that the operating income picture did 
actually improve In 1963, although net income was lower. 

Pre-tax income actually rose $4.. 7 mllltonp while depreciation and amortization 
charges were up $6 milllono Provision for taxes. however. rose $4 million, as the 1962 
rate was abnormally low due to a special credit for carry-forward losseso Minority 
lntexest in income of subsidtarles accounted for the difference between these 
two flguresv as well as for the $4000 000 decline in net lncomeo 
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Schlumberger Limited 
Progress Report (cont'd) 

CASH GBNBRATION 

Sources of Funds 

- 3 .. 

Uses of Funds 
---- -- -----------------G·-- ----(in $ million)---- -- --- - - - - - - - - - ---- - - --- ------ - -- - - -

Net Income 
Depreciation & Amortization 

$2108 
$2108 

$4306 

Capital Rxpendirures 
Reduction of Long Term Debt 
Minority Interest ln Subsidiaries 
Addition to Working Capital 

$2lo7 
2o9 
5o9 

13ol 
$4306 

During the year» working capital increased from $125 million ro $141 million .. 
Cash and marketable securities alone increased from $70 million to $100 million, which 
ts equivalent to more than $18 per shareo Out of this amount, some $70 million ought 
to be considered as excess cash available for acquisition and expanslono 

During the year i> book value increased from $40 to $420 50 per shareo 

CORPORATE DEVBLOPMENI'S 

a) OIL FIELD SBR VICES 

Although the number of oil wells drilled in the U .. So has declined sharply from 
53, 700 in 1957 to 46. 000 in 1963, Schlumberger' s revenues from its oll services have 
increased constantlyo This is an acknowledgment of Schlumberger"s leaderahlp in oil 
logging and related serviceso It accounts for more than 8~ of such services performed 
In the U. So and for practically all services performed outside of the U. So 

Schlumberger' s fees are determined not only by the number of services per· 
formed for each wello wt also by the footage surveyedo New services are constantly 
Introduced by Schlumberger and the average depth of new wells has been increasing 
all the timeo The ratio of number of services performed for each trip tt> a well site 
has increased from 2. 50 In 1958 to 2o 98 in 1962i and the average depth has increased 
from 4, 000 feet 1n 1958 to 4e 300 feet in 1962 .. 

Although Schlwnberger' s fees are high0 they still account fur a nominal per
centage of the overall cost of drillingo Therefore Schlumberger has been able to 
increase Its fees from time to timeo 

The declining trend of drilling seems to have bottomed in 1963. The increasing 
offshore activity on the Gulf of Mexico. where the concessions' owners must drill or 
lose their rights, should be a supporting factor In 1964 and 1965. 
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Schlwnberger Limited 
Progress Report {cont" d) 

b) ELECTRONIC SUBSIDIARIES 

- 4 -

The rehabilitation of overdiverslfiedg poorly managed Daystrom has proven 
to be a more challenging task than Schlumberger' s management had antlcipatedo 

Additional steps were taken in 1963 for straightening out Daystrom's divislonso 
One of the most important was the sale of the Control Systems Division to Control Data 
for a consideration of 26g 247 shares having a present market value of $2. 350, 000., 
Thia money losing division did not flt Schlumberger' a concept of concentrating on 
mstrumentationo 

The foreign instrumentation subsidiaries were also strengthened ln 19630 
Schlumberger acquired the rematning minority interest in the Solartron mectronlc 
group of Bngland0 whose operations are reported to have broken even in 196311 vso 
a loss of more than $lu 000, 000 in 19620 

OUTLOOK FOR 1964 

The oil well services should continue to increase at a moderate pace In 1964 .. 

The electronic subsidiaries should make further progress toward real 
profitability o 

Although Schlumberger' s earnings for the 1964 March quarter will not be 
released for some tlme.11 we understand that they will show an improvement over the 
$00 85 of the first quarter of 1963~ but that they will be lower than the $lo 28 reported 
for the fourth quarter of 1963" 

We estimate tentatively $4.. 50 per share for 1964.11 a 10% improvement over 
19630 

LONGBR TBRM OTJ'TLOOK 

Schlumberger should maintain lts leadership in oil well services for which 
moderate year to year improvenlents are expectedo 

The so far improfitable electronic subsidlaries appear to be now in a position 
to make a contribution to the parent company's earnings in 1964. It wW be modestg 
however. But it will pave the way for further gains bl 1965 and beyondo On the basis 
of p1·esent sales volumep each 13 of net after taxes is equivalent to $0. 16 per shareo 
We visualize an earning power from that source of better than $0. 50 a share in 19650 

and of possibly $lo 00 per share in 19660 
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Schlumberger Limited 
Progress Report (cont'd) 

.. 5 -

Hence Schlumberger' s "normal" earnJngs would appear to be close to $60 00 
per share within the next two to 1hree yearso 

This estimate does not make any allowance for possible acquisitions which 
would put to better use than ls the case now Schlumberger• s excess cash of some 
$70 mfilion. 

MANAGBMBNr 

From a purely family affair, Schlumberger' s management has evolved Into a 
tight and young professional groupo It is still dominated by Europeans who seem to 
have inspired the 1963 annna] report which is descriptive rather than lnformativeo 
There have also been complaints on the part of lnsdtutlonal investors that Schlumberger' s 
public relations are pooro This typically European close·to-the·vest attitude might 
improve as dme goes by o In the last year or so, Schlumberger has hired the services 
of a New York public relations consult.anto 

BC/hm John Wo Bristol & Coo o lnco 
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JOHN W. BRISTOL & CO . 
INC ORPORATED 

233 BROADWAY 

NEW YORK , N . Y .• 10007 

CORTLANDT 7 ·1137 

INSTITUTE FOR ADVANCED sruDY 

LARGEST EQUITY HOLDINGS 

Noo of Shares Book Cost 

IBM 3, 900° $ 7,000 
Louisiana Land & Exploration 15,000 70, 148 
Texaco 17,000 175,410 
Newmont Mining 26,250 309,797 
Falconbrldge Nlc.kel 15,426 439,975 

Gulf OU 17,201 96, 450 
Peabody Coal 16,000 203,861 
Great West Life 1,000 356,748 
Connecticut General 3,600 221,000 
Southern Union Gas 20,000 600,086 

Superior Oil of california 500 SOJ>400 
Magma Copper 1511426 329,265 
Coastal States Gas Producing 18,000 -
Peoples Gas Light & Coke 11 .. s20 163,295 

p,023,435 

0 Prior to forthcoming 5-for-4 split. 

Yield on Market Value: 2 .. 13 

Yield on Book Cost: 802% 

Market 
Value Income 

$ 2,300,000 $ 19~500 
1, 280,000 36p000 
1,258,000 37, 400 
1,000,000 31,500 

925,000 13,388 

925,000 27,522 
720,000 11, 200 
700,000 711000 
680,000 31> 4.56 
650,000 21, 200 

640,000 3,750 
620,000 13,388 
610,000 
590,000 ~11197 

$11, 640p 000 1246,501 
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April a. 1964 

JOHN W. BRISTOL 8c CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK, N. Y . • 10007 

CORTLANDT 7·1137 

Memo t.o Mr. Leidesdorf 
Mro Boohschild 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 
Mr. Hansmann 

INSTITUTE FOB ADVANCED b'TUDY 

Eo L duPONT de NEMOURS 
Common Stock 

CURRENT STATISTICAL DATA: 

Price 

262 

Chemical 
Business 

222 

1964 
Ran&!:. 

270-238 

EARNINGS PER SHARE 
1962 1963 1964@ 

$9.60 l0o05 $9ol0 

Chemical 
Earninf!S Per Share 

$6.78 $6.84 $7425 

1964{E) 
PER 

28o8X 

80.7X 

Indio .. 
Div. 

.00(*) 

Yield 

2o7% 

(*) - Dividend rate assumes General Motors dividend of $4. 00 

RECOMMENDATION: 

E. L duPont de Nemours is by far the largest of the domestic chemical oompanieso 
with prospective 1964 sales of more than $2. 6 billion almost equal to the combined billings 
of its two neareat competitors. The quality of the Company's management; financial ability, 
researoh0 production capabllltles., and sales staff is of the highest oallbero Nevertheless, 
the Company's opsrating earnings record ha.fl not been impresatveo as the following table 
illustrates. 

Sales Operating Per Common Share 
{000,000) Profit Margin Chem. Earns. Total Earns. 

1957 $10965 26o4% $6.93 $ 8 .. 48 
1958 1~829 2lol 4.71 7o25 
1959 20114 260 'l 6038 8092 
1960 20143 22 .. 4 5.57 8.10 
1961 20191 2800 6.72 8 .. 88 
1962 2,407 2608 6073 9.60 
1963 2p555 25 .. 0 6 .. 84 10006 
1964(E) 20 650 2408 7o25 9ol0 

Compound Annual Growth (1957-1964E} 2.9% 1.1% 
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E.. Io duPont de Nemours 
Common &took (continued) 

-2-

At its current price of about $262 duPont0s common stock contains one-half of 
one share of General Motors• common stockv or about $400 Deducting this investment 
(which must be disposed of by February 28, 1965) duPont'e chemical business ts evaluated 
at about $222 or 31 X estimated 1964 chemical earnings of $7 o 25 per shareo 

We believe this current price earn1ngs ratio of about 31X is excessive based on 
the following factors, and may be vulnerable since the stock has historically sold at a 
five year average low price earnings (low stock price related to reported earnings for 
each year from 1959 to 1963) of 21 Xo Therefore9 sale of the common stock is recommendedo 

(1) The stock has risen about 60% from its 1962 low of $166 to $2620 The current 
earnings multiple le the equivalent of duPont's historic high price earn1nga ratio achieved 
in 19600 

(2) After the last distribution of General Motors' st.ock duPont's dividend payout will 
declineo For example~ the current estimated dividend rate of $7. 00 includes $2~ 00 of 
General Motors' dividends and equals a 2. 7% yield... DuPont's operating dividend of $5000 
is only a 2o 3% yield on the operating price of $2220 

(8) Growth of operating earnings has been relatively slowo averaging only 2. 9% per 
annum since 1957 o 

(4) Future growth of operating earnings is not expected to exceed 4% per annum. 

(5) We understand from industry sources that nylon prices will be reduced sometime 
in the not too distant futureo The timing of this 189 naturally, Impossible to g&ugeo Nylon 
is et1ll the most important contributor to duPont~s earntngso 

(6) duPont's new synthetic leather may be a large volume product eventually but duPont0s 
management does not feel they will have anywhere near the lead time advantage with Corfam 
that they did with nylon many years agoQ AlsoQ this market will not develop immediatelyo 
as many analysts suggest .. 

(7) An example of the increased research competition in the industry (and consequent 
short-lead time) ls duPont's Delr1n, a plastic substitute for metalso The Company spent 
12 years to develop Delrin at a cost of about $50 million., Within six months of Delrln vs 
Introduction, Celanese bltroduced Celcon. a plastlo substitute for metals which has been 
deemed not ln violation of duPont1s patentso 

JMF:lh 
4-8-64 

John W o Bristol & Coo P lnOo 
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April 8, 1964 

JOHN W. BRISTOL 8c CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK, N. Y . • 10007 

CORTLANDT 7·1137 

WEYERHAEUSER COMPANY {42) 
GEORGIA-PACIFIC CORP. (67 5/8) 

lt ls recommended that holdings of Oeorgta-Pactflc common stock be 
switched to Weyerhaeuser. 

The major reasons for tbls recommendation are as follows: 

(1) Georgia-Paclflc ls lo the final Jiiases of up-grading lts timber tDto 
higher yielding products while Weyerhaeuser ls in the beginning stages. For the 
pa.st three years W eyerbaeuser made no profits from lts converting pants which 
are on the books at $10 per share, and capital spending for increased plant will 
total $300 mWlo11 during the period '64- '67. With the cutting rate increased 
from 1 1 /2 bWloo board feet par year to 2 bllllon board feet per year on a sus
tained basis, Weyerhaeuser can generate $50 to $60 mWlon in net income and 
depletion per year (wlth no benefit from profits ln lts converting facilities) for 
the next SO years or a present value (discounted at 5%) of over $30 per share. 
With a currei;it cash flow of over $100 mWloo per year the Company ts lu .excellent 
flnao.cial shape to carry out lts capital programs. 

(2) After many years of lethargy there ts evidence that Weyerhaeuser 
management bas come to llfe. The capltal program speaks for itself. Por the 
flrst tlme management ls wllllng to talk to the flnanclal community and ln the 
past two months has addressed two financial analyst socletles and will talk to the 
New York paper analysts group on April 15th. The llstlng of the stock oo. the 
New York Stock Bxcbao.ge ts Indicative of new thbakiog. 

(3) The attached table illustrates the relative strength of Weyerhaeueer'a 
timber posltioo and the hope for an increase ln earnings from exploiting lts 
natural resource posltlon and lmprovlng operating efflclency. Although both com
panies sell at the same price earnings ratio, each share of Weyerhaeuser stock 
ls backed by about the same nwnber of board feet ln timber reserves as each 
share of Georgia Paclftc. Furthermore. Weyerhaeuser bas followed a very con
servative approach ln its cutting pollcies and bas for many years been carefully 
reseeding cut over acreage. · 

Both companies will be subject to the intense competltloo and price 
policies wlthlo the industry b;t Weyerhaeuser appears to have much more potential 
to improve earntngs from internal improvement. Not oaly will additional. fabrlcatllag 
facillttes contribute to earnings but management is col!fldent of ed<Ung at least 
50¢ to net income per share from a reduction of labor costs. 

PJH:lp John W. Bristol & Co. u Inc. 
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WEYERHAEUSER GEORGIA-PACIFIC 

Price 42 67 5/8 

Noo of Sb.ares Outstanding 31~00011000 90663,158 

Dividend $1 .. 20 $1 .. 26 

Yield 2086% lo82% 

Earnings Per Share 

1962 lo29 2o49 
1963 1.44 2o84 

eat .. 186' 2o00 3 .. 25• 
P088o 1968 4o00 4060• 

P/.L. 

esto 1964 2loOX 20o7X 
est. 1968 10 .. 5X 16 .. 0X 

1963 
SALES (000) $58211000 $451uOOO· 

Lumber 29% 20% 
Pulp & Paper 26% 34% 
Plywood & Specialties 13% 34% 
Shipping Container & Cartons 26% 
other 7% 12% 

100% 100% 

Timber Reserves (owned) 63 billion board ft. 22 billion board fto 

Board Peet 
Share 211000 28 200 

Board Feet 
$million of saJ.ea 10811000~000 49,000,000 

• Adjusted for conversion of Convertible Debc Is Pfd. Stock outstanding .. 

FJH:lh 
4-8-64 

John W .. Bristol & Coo 11 Ino .. 
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JOHN W. BRISTOL. Be CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK, N. Y . • 10007 

CORTLANDT 7·1137 

April 6. 1964 

lNSTITIJrE FOR ADVANCED STUDY 

REVIEW OF TWO CONVBRTIBLB DEBBNTURES 

Book Value Market Value 

$100, 000 par value Airbome Inst.ruments 
$160, 000 par value Mergenthaler Linotype (Eltra Corpn ) 

$100,000 
$ 98,250 

$124.000 
$166,000 

Coupon 

Airborne Jnstruments So 753 
Mergenthaler Linotype So 00% 

Am.BORNE INSTRUMENTS 

Price 

124 
104 

Current Conversion % 
Yield Point Prem tum 

4o flfo 124 
408% 78 333 

At tile time of its acquisition of Airborne Insttuments in 1957 0 Cutler-Hammer 
assumed that company's private placement of $485. 000 par value of Subordinated Con· 
verdble Notes which were made convertible into Cutler Hammer stock at 48. Present 
market price: 60. 

Cutler-Hammer is a well known manufactu.Ter of controls for motors and of 
systems for regulating entire processes., Through Airborne Instruments it became 
involved in military electronics~ 

Cutler-Hammer' s ea.rn1ngs record indicates a strong dependence on U. S. 
incfuetty• s capital expenditures. Between 1955 and 1957 p earn1ngs ranged between $4.. 22 
and $5. 23 per share, and in 1959" again, they amounted to $4. 25. Jn 1963 earn1ng6 
were as low as $3. 40~ down from $3. 72 in 1962. For the current fiscal year earnings 
of $30 75 are projected9 and if the current trend of capital expenditures in the Uo S. 
remains strong, per share earnings might again exceed $4 in l 965Q 

At 16X possible 1964 earniDga~ the stock is adequately priced and the convertible 
debentures might thus be retained tn anticipation of further earn1ngs recovery in the 
foreseeable futureo 
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Review of Two Conv o Debso .. 2 ~ 
(continued) 

MBRGBNrHALBR LlNOTYPB (ELTRA CORPORATION) DBBBNTURBS 

In July 1963. Mergenthaler merged with mectric Auto Llteo under the name 
of Eltra Corporation.. 

On a pro-forma basis, Eltra' s earnings have increased steadily since Mro 
Ga Wattles acquired control of both companies in the middle ftftleso 1963 earnings 
were $20 43 per share vso $20 16 the previous year o For the current fiscal year 
ending September 300 19640 earnlDgs might be as high ad $2. 750 At its current 
price of 310 the stock is traded at llX possible 1964 earnings, the present dividend 
of $lo 00 providtug a yield of 3 .. 230 

The convertible debentures which are traded close to par and provide a y!eld 
of 4o 8 %0 ought to be retained., Their market downside risk seems nomtnal, while 
dley provide a call on a fairly valued common stock which ts traded well below its 
book value of more than $40 per shareo 

BC/hm John W o Bristol & Coo , lnco 
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Some of the Information 1n our "A 8t P" 
memorandum was obtained on a most 
confidential basiso We request, there
fore0 that you keep this memorandum 
for yoor own aclustve useo It would be 
most embe.rassiDg tbr us If certain 
statements got back to the Companyo 
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March 16, 1964 

JOHN W. BRISTOL 8c CO . 
INCOltl'OltATIED 

2llll •ROADWAY 
NEW YORK, N. Y. • 10007 

CORTLANDT 7·11ll7 

THE GREAT ATLANTIC ~RACIFIC TEA COl\U>ANYa- .INC 2 

.. Common stock 

CUUREN'I' STATISTICAL DATA; 

1963- 64 Ea.i-nin~ Per Sb.'il re ~) 1963E 1964E 2~28-6-1 

Pric~ ~ga 1961_ 1962 l.963E iS.64E PER PER Book Value Div.. Yield 

36 50 - 35 $2.4() $2. 51 $2. 20 ,$2.60 16.3X 13.8X $2.3 . ·-$1~ 50 

(•)Fiscal year ends following February 28. 

CAPITALIZATION: 

Common and Surplus 
{23. 997. 576 shares) 

Book Value 
2-·28- 63 

$536,404.000 

Market Val-..:.g 
8-11~64 

$865.000,000 

Note: The current annual rental for leased premises is approXimately $77. 2 million. 
About 34% of th~ C0'11Ill.On stock ;.a held by John A~ Hartford Foundation, and 
about 40% by menioe1·s of t~e Hartford Family. 

I 

RATIONALE FOR PURCHASING ts. & P COMMON STOCK:. 

' 
Purchase of the common stock of The Great Atlantic & Paci.fie Tea Company 

is recommended for its significant ~preciation potential over the next three years. 

The food chain industry has been operating in a difficult. highly competitive, 
over-built environment for almost the last five years. We do not forese~ ;in immediate 
cessation of these conditions~ rather we a~t a gradually improving industry condition. 
The factors which we believe ax·e most salient in an appraisal of A & P 1s common stock are 
the following: 

L A & Pis th.e la.rgast retailing OLganization in tne world and possesses much 
greater financial strength thsn any other food chain. The quality of the operation and the 
overall efficiency of thP Company are very highi Nevertheless1 the Company's after tax 
profit margin rl.'"mains abou1: the lowest in the industry. 

2. This low after tax profit marg:...n is not the result of a less efficient operation~ 
rather it is the r esult of ~ deliben.te policy eatabli.shed by thP- Hartford Family decades ago 
and enforced by their suct}P.ssors M1·. Rruph Burger. Chief Executive Officer until April. 
1963 and .Mr. John D. Ehrgott, current ChiP1 -:Xec-uti Te Offic~r. 

4.2% 
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:l1 

I rtJ{. r,l'P;!it A ~" p TE:.'i Co :tur. 
Cr • · ' l~n Stock ~c·ontint1llrl1 

3 Manugem,·nt of lht Comp.!lll~ hus been flllowed to continue past normally 
accepted a~~es in corpornt~ life RPg1onal m,~.nJgers were often more th~m 70 years old; 
return ou mvt::stcd <' J.pltal c•r salt>1J was not stresned. 

4 ThE> Comp;Uly's !ow profit ma..rgiu seem1:1 more unusual when 1t iR estimated 
thd.t almot.i $1 i:>1lhon of A & P s a1.1h:s are of intermuly produced merchandise which should 
incluclA a 1.YiaJluf':l.<.•tudng prnf1t, S'll~r:; nf the General Foc1dB C'ompn.ny totr.U about $1 2 billion 
(.tnd thC>lr i,cofit .rnar;.,rt.us e~~t:eecJ '1% net after taxes I'lus statistio is not set forth to infer 
that A & P a protits from nunufuc:turinp.; could ever eqiml GenerClJ F'oodf:I. only to demonstrme 
the normally ac<'ept(~a r!rofit r•:l.tiri from such 01;erations. 

5 The Hna11cial oper:lt1ons of A e, P and tht' enormity 1Jf the Company are not 
fully appr€'C1atPd ber·a.us@ m•JJlagement .ms remc..tlnf\cl n~tice.nt to aualysts Operations of 
thP Com11any .LN> laq;ely 1.nlegrlrt,~d i\s 11 resuh the C'omp:mv owns its own fishing fleet, 
salmon Clllllerit:·!'.\ l l coff(>e Toasting plants. two laundries wluch Riso manufacture aprons, 
etc .. 36 bak~1:ies and m my 1)ther non 7 retail units 

6. Based on 1 ist year B volwne A & Ph.a~ $221 of sales per share Thus, wi 

improvement of .1% ln the ,lfter tit°" m.U"gtu would neL'eaqarilv increase earnings by $0 22 
per common shuro. Sj.nc-;:-· A & P n m':'.rgin ia , 4% 11JWer than thnt of Safeway there ls a. 
significant opportuniiy for a subst .. md111 inc re~•e in €" u-nings without &:ny change in total 
dolhu: volume 

7 A ch:mgi::.. in the ph1lur.ophy of opN··ltion is need~d to take advl'llltage of the 
aforernf>..nt10ned potcnU;_J.) we lJp1 t1·vr.:: th-11. th(• preSE>urvs fr{1m without and within wlll lcad 
U1e innnagmnent. of A & P Vt Htri'1e for .i. higher mar{>ln of profit. 'I'hc Internal pressures 
l'eprcnt~nt the 1nleretitH ot the otodJiolders many of whom are new. und Uke several heirs 
of the Ha.rtforci F's:un.Hv mav fE>e1 that t'rl\!lr comnutmEnt is not realizing its full potential 

q Durini.; the p~1~t yf •,r the:tf• h!w( .. b!·en m,_wy chmge'3 In the man.:~gement of 
A & p wbic-h lnd1catP a grow mg .Jggr.err.i ... enE ·--~' WP. un~teretand that the fl 1."St non° Hartford 
Chid EY.ecuti\e Off1c::-r. M..: Melvin W. A1ldred&re. will be k:IJ>POtntPd before the end of thiA 
Summt'r... Mr Alldr~d1-,.>. fJged 51~ w.'l, eh~cted En2cntiH'\ Vtce P.r·N;iident in Jruiwu:y. 1963 
illld Presld·~nt in April UJ6.1 Mr Alldredge- iii nighiy regarded for hie willingness to 
f>..1'perimen~ in a mannn,- UO!'J;P to A & P t.llld ft\r hiB profitabb h~nllre llB milll'.'ig~r. of the 
CompMy ·s Cent.ml Divislor1 in Ptttoburg In his l..\st yea.r a.El .namigP.r of I.hat dh lsion 
earnings me; re.aePd B ubst m~ 1ell v 

9 rr.e Lon~ t0rrn record of the ('nmi. ..t.ny ir, ~ppendP.d rur1 results~ achieved 
undel' a. difficult p~l"i.NJ of co11BoUJati0n for th · i.ndu1Jtry and unclP." mimy outmoded mana 
ger.fal policies1 ar,, nr~t too unri:t.tisfactory CWng tht. yMrs 1954 t1.. lq56 l!El a base period 
to the present ... A .~ P s •Jdes hlcrea&~'.d by Cv'''l ~H bi'iJ.011 i,or dB much aH the total sales 
of Acme~ <•r ro(.'cl J<lq_tr or Natlonql Tes.J Dur".cg t" ls period prP.td:,c op11.~.l!'.'&ting profits 
increased ii th"' c0Doow1ll H.Dnual rflte of 8.~t1 [1 i>t mt~restlng rhat operafing prata~ 
profiiP of two ot!:>~:i: 'lw: cbi~, ~~l·· ... npanle 1 dur,,.,._, Md 1-H r\od iUClY_tScd c}..3 follows. 
rluPont 2 6% per 11.n• uu- nc! Gu'c'' '.11 I! kct!'!'' « o·~ .fr illlllctll 
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l'hr;· 1:rr ct A fc. P Tl-'it Co •. Inc. 
Common Stod\: (continued) 

.~ 

10 The Company has followed a most conservative accounting system. 
Deprec.L81ion har. lncreaaE-rl 5 5X sint~e l 951. and depreciation charges in 1963 equaled 
18% of total net plant Crmadian exchange losr:ies ha.v"l. been charged immediately against 
earnings: in 19(),,'i th.is totaled $1 9 million. rhe Company charged $25. 2 million {over 
$1 pE'r sha1·e pretax\ In 1963 fo1• retirement benefits. It is important to note tbal total 
asaats of the plnn mor£ than covered the actuar\nl liabilities" 

11 AB a result of the c~mpany~s C'onservative accoWlting the real value of tl1e 
A & P assets is unde1·mated Wo understand that thP Internal Uevenue Bureau valued the 
A & P stock in George Ha.11:fordis Estate in 1957 at over ftve times the current book value 
per share. The value ullocatlon given to certain assets on the balance sheet that we have 
been able to unoo\ er tends to confirm a significant understatement. 

12. The common stock of Gl.·eat Atlantic & Pacific Tea Company has declined 
from its high of $71. SPVPrcl yea.rs ago to ita current price of $36, within six points of its 
five year low. Th~ ave.rugP prioe for th£· stock during the last five years was $45 per share 
At itB ourrPnt price of $~S the stock lo selling at 16X C'onservatively stated. depressed 
fiscal 1964 (Year ending February 29} c•arninga. Thie valuat.lon appears reasonable 1n 
view of the changes now und~rway in tbe C'ompnny.. The dividend of $L 50 proYidea Wl 

above average 4 2% C'urrent. return We undorst.un.d the new President will eliminate the 
policy of paying smdll stoc!c dividends. However, he hopes to be able to raise the dividend 
within a re.asunable p~rioc.l of tim 

:~C'0_~~ OF q"P_..fil__~ll.0~!°' 

The Gr~at AUootic & PRnlfic ·fea O.tmpany 1s the largest gTocery chain 
with 4v 475 st.ores lD 39 matc-1s 'fh~ largest portion of sales lb derived in the Middle 
Atlantic St.ates (40%» E[!Bt Central Stat.E-s ~;l6~:, " .and Southeastern states (15%)., with the 
balance in other are.as and 4% tn C'ruiada. 

Over 80% of the store.a are in th~ supermarket category~ and all are caah
and-carry operatiow. 

CAP IT A!-< ~~~!?NDITUR~S 

During the past five ye::.11·s the CompMy has had an extensive modemJ1.aUon 
progran1 in. effect. As a result., tht> Company s retail plant is in relatively good condition. 
During thia period the CompH11y (ltpended about $28! million on new plant .. equipment and 
store fixtures~ and land, The n~t a()s,ta. on February 23. 1963. W€'re carried at only 
$MS million 

The Compru1y has opened l, 636 new stores since February. 1957. while 
closing l,, 289 units. and r<>mod0hng 3 596 stores, Uni.ts op~ed in recent ye~s averaged 
about 12. 000 square foM in floor fij)iiC<'· t.ho:1e closed or repl!'ced !lVf\rag;:>d less than 
4 000 square feet , 
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The Great. A & P 1'ea C'o., lncu 
Common Stoolc roontinue<lp 

... -

NEW VENTURES AND SIGNS OF A ?11IANAGEMENT CHANGE· 

Largely forced by their competitors" A & P 0s old management began to 
introduce some new techniques of selling to their stores.. Examples of this would be 
new labels on tl'eir producta9 and the introduction of Plaid Stamps in about 60% of their 
supermarkets. These are not impressive examples of changev but did indicate a willing
ness to break, at least somewhat~ with tradition. 

fu January. 1962 Mr. Ralph Burger~ then aged 73" announced his retirement 
as President but not Chalrman end Chief Executive Officer" Mr. Ehrgott. then aged 67~ 
was named to replace him, At the suggestion of the outside directors (Blld evidently certain 
heirs) Mr Ehrgott was moved up to C'hllirman in the Spring of 1963 The current President. 
Mr. Melvill Alldredge~ aged 51, was then ele.M:ed 

Unde.r Mr All.dredg"91s di!:ection and since his election as President a 
number of steps have been taken to modernize the A & P systf'lm.. (We do not believe 
that these will be agg1·essively carried out until Mr. Ehrgott retires as Chief Executive 
Officer.) First~ after the aforementioned ma.nn.gem.ent dispute five outside directors were 
added Second, several innovations were attempted such as pastel colors, muralsv and 
rather elaborately designed showcases in A & P stores. other experiments included the 
following~ the operation of a discount house-supermarket oombinat.i0115 lnwidry centers: 
auto accessory units~ self service delicatesRen sections,. and the pilot plant operation of 
a chain of self 0 aervice. drive0 1n rest.a.ura.nts called the Golden Key tpatterned after 
McDonald Corporation· s 15~ hambu:t"ger}, Thi rdv the introduction of some hard goods into 
A & P sup~rma "kets waa stressed. Fourth. many of the older personnel at very high 
executive levelo have been F"Mirr~d.. Fifth. nAw distribution centers for the East (32 acre 
plant to open ln late 1965 on !I 10-! aC'rf' site near Elmira11 New Yorkb and the Mid-We.st at 
Detroit are planned whioh !Jhould aiford 1arg£ C'-ost :reductions 
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I h~~ C:r0:1t _µ. ~ P Tea (',o , I:11C' 

Common Stodt ;co:nf.inuE::d· 

BOARD OF DIBECTORS: 

Director 

Melvin W. Alldredge • 
Antl,ony A. Bliss . , 
Ralph Mannln{~ Brownv Jr. . . 
FJ·ank H. BuchPr , 
Ralph W. Bu._rge:r " 

John T... Burns 

John r C-.ihill 
Fred E Campbell ., 
H~ Wayne Caner. 

Lnwrence M Cazn,.voux 

Roy c. Collins " • 
Donald Ki.rk David • • 

John D. EhrglJtt , 
Harold D ... Hoag ~ 
Willi2m F Leach 

Nelson E Nordqul6t 
Gwllym A Price 

John J~ Reilly 
John M.. Schlff 
Stephen W Shf>a 
David Sher 

• 

John EllioJ SlotAr 
Robert M Smith 

JMF·lh 
3~16 ·64 

. . 

. 5 

_Principal Occupa.ttoll 

.President of the Company 
• Pactner~ Milbank~ Tweed. Hadley & McCloy. attorneya 
.ExecuUve Vice President of New York Life Insurance C'o 
Vice Chairman of the Board 

. Preflident and a Trustee of The John A Hartford 
Foundation" Inc 

Business Executive~ formerly President of Radio 
Corporation of America 

o Partner, CahilL Gordon. Reindel & Ohl. attorneys 
Assistant Secretary and General Counsel of the Company 

. Vice President oft.he Company and President of the 
Middle Western Division 

• Vice President of the Company and President of lhe 
New England Division 

Pllrtne.1.". Collins and Toner. attorneys 
Db·ector of various business corporations and Vice 

Chairman of the Ford J.c"'oundation 
Chairman of the Board of Directors of the Company 
Tl'easurer of the Company 
Vlce President of tile C'..ompany and President of the 

Atlantic Division 
Director of Operations of the Company 
Chairman of the Board of Directors of Westinghouse 

Electric Corporation 
SP~reta..ry and ChiE'f Statislicirm of the Company 
Partner. Kuhn, Loeb & Co in~estment bankers 
Executilfe \Ttce President of the Company 
Partner. Stroock & Stroock &. LaYon~ attorneys 
Pu.r.tner C'ove.rdale & Colpitts. consulting engineers 
Vice Preflident of the Company and President of the 

Southern Division 

John W Br.tstol & Co . • Inc 
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T•IE GRl ..• iT_!'J'LAN'IIC' & PA('!.I'~((! Tl!;_4 _ _QOMI>~~~u .• l.~C.> 

!~rQMiJ .·~.c--~OUN1' SYNOl'~IS: {$000~ 

Yro to Ament & Pretax Not Net PPr Common Sh.fil'e - -
2··28 Sales :pepr._ ~·· Am~~ _1}Q)__ Income ~et_ru Div. O.l ~r_ice Ran~ ,~ ---

1951 $3 .i.79~ 792 $ 'I~ 954 $ 60ij 553 1.91% $32n 903 $1.36 $0.64 14 - 12 
1952 3,392»541 a, 919 60,452 le 78 27JI 177 Lll 0.64 16 - 12 
1958 31755. 687 9~ 345 67, 068 l 79 29. 218 1,19 0 .. 64 18 - 15 
1954 3. 939~ 103 9.,866 69v 696 1.75 30,396 1..24 Oo64 23 - 17 
1S55 4~ 139" 966 1Q~640 69u 28.'i 1~67 32 .. 233 1.32 o, 64 22- 18 
195G 4g304u991 11~550 76.549 lo78 34. r/49 1.46 0 64 19 - 16 
1967 4v48ln852 22,792 890526 2.00 4111026 1. 74 0 64 25 - 15 
1958 4u 76911 249 2fi, 801 110~ 66'1 2,a2 50~667 2 12 0,73 59 ~ 24 
1959 s .. 094~ 741 28"656 ns~ nos 2o33 53~ 905 2,26 J,03 55- 36 
1960 5,.048~ 574 3lv801 108g 4:96 2. 16 5lp996 .2ol7 0 96 41- 30 
1961 5. 246 .• 578 85,,555 123,.212 2,36 59,012 2.4.7 1 'i2 7!- 36 
1962 5.240~315 3~. 245 119~ 964 2o26 57 ~ 464 2,40 L30 61- 34 
1963 5,310p 544 4.'J.734 126D 606 2 .. ~8 60u 206 2 51 1.70 50 - 38 

{1)- Adjusted for st.oak dividends, 2% in fisoaJ yea.rs 196~ and 1962Q and 3% in fiscal years 
1961 and 1960 

{2)· Prlr.e Rrulge for previous c-ale.ndar yea:r 

BAM_~QE _SHEET DATA· ~$000 

Yr, Encl 
2~28 

1961 
1962 
1963 

Cash & 
Government~ 

$166,,619 
161,, ~i25 
156., 510 

Jnv<•n.tory 
~lLCM~ 

$310, 126 
830, :>...1).1 

~27., 200 

1'ota.l Lr.!lld & Pbr,.t 

1961 
1962 
1963 

JMFlh 
.s-12~64 

_gro~~ -

$-~21-i 81~ 
34:~., 79'2 
37 lp 797 

'N~t ---- ----
$208~262 
22~ 372 
24:8) 247 

Tot11J 'rotnl Net 
Current Cu.t-rent woning 
,.Misets Li!abilitief! Cr,i.pital 

$4$19~406 $21911842 $269J564 
!\03~753 229i 867 279.i 886 
500.365 222J895 277~ 970 

Def .. Inv, ('red.it Total Share-
& Self· Ina, Res, holders Equity 

$5..402 $485, 978 
50207 514., 975 
9, 174. 536p404 

John W. Bristol&. CoJ ~ Inc 
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JOHN W. BRISTOi. 

CHARLES W . CALL, JR . 

March SOa 1962 

JOHN W. BRISTOL & CO. 
IN C ORPO RA TEO 

233 BROADWAY 

NEW YORK 7 , N . Y . 

CORTl.ANDT 7 -1137 

Memo to Mr. Leidesdorfp CbairL. 
Mr. Hochschild 
Mr 0 Mitchell 
Mr. Shanks 
Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

Agenda for Meeting of the Finance Committee 
Fridayp April 6p 1962 at 11:00 A. M. at 

Fuld Halle PrlD.ceton. New Jersey 

l~ Report by the Chairman 

2. Ratify investment changes smce the last meeting. 
(schedule attached. ) 

3. Investment review. 
(List of holdings as of Feb. 28, 1962 to be submitted. ) 

4. Suggested investment changes: 

.ml!: 

10, 000 shs • 
• 39 000 shso 
lOp 000 shs. 
!OPOOO abs. 

SELL: 

60 ooo abs. 
5p 000 abs. 
s. 250 shs. 

2u 000 aha. 

Central lllinois Public Service 
Westinghouse Air Brake 
Allied Chemical 

(Retain 58 000 shs. ) 
Kennecott Coppm.· 

current Market 

$ 360p000 
214p000 
3208 000 
130P000 

$18024,000 -----

$ 4408 000 
143~000 

435p000 

161it 000 

$1u 1790 000 
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Purchases: 

109 000 she. 
100 sbs. 
600 M 

• 129 000 abs. 
5u 000 abs. 

300 M 

• 69 000 shs. 
330 abs. 

Sales: 

300 M 
4, 000 abs. 

600 abs. 
5v000 shah 
2o 500 shs. 
4,080 shs. 
20000 shs. 
95/100 sh., 
5p 000 shs. 
25/100 sh. 
85/50 sh. 

8/100 sh. 

Schedule of Investment Changes Authorized Between 
October 269 1961 and April 68_1962 Meetings of the Finance Committee 

North American Coal Corp. common stock 
Virginia Carolina Chemical Co. 6% preferred stock 
Federal Home wan Bank 3 S/8% due 9-17-62 
MacMillan Bloedel & Powell River common stock 
United Artists Corp. common stock 
Wise Homes Inc. Convertible Bub. Debentures B 6 3/4% due 4-1-'12 

(Replacing 150M 6 3/4% due 4- 1-72) 
Simpsone Ltd. common stock 
Oklahoma Gas & Electric Co. common stock 

(By exercising rights) 

U. s. Treasury 4% due 5- 15- 62 
llllnois Power Co. common stock 
Tennessee Gas Tansmission Co. 4. 90% preferred stock 
Hooker Chemical Corp. common stock 
Woodward Iron Co. common stock 
Twentieth Century Fox common stock 
Amerada Petroleum Co. common stock 
United Carbon Co. comm.on stock 
Arvida Corp. Class A common stock 
Georgia Pacific Corp. common stock 
International Paper Co. common stock 
Union 011 Co. callfornia common stock 
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JOHN W. BRISTOL 8c CO. 
I NCORPORATED 

233 BROADWAY 

NEW YORK. N . Y. - 10007 

CORTLANDT 7°1137 

.March 10, 1964 

CURRBNT TRBNDS IN THE COMPUTBR INDUSI'RY 

In view of the impending introduction of a completely new line of computers 
by IBM the 8000 series • a review of the current trends in tbe industry and the 
probable effects of the 8000 series appears tlmelyo Most of the information contained 
hereln resulted from discussions with an independent consultJ.Dg orontmtlon 
specializing in electronic data proceeslngo 

To summarize this report, a major question facing investors ls what effect 
will mM's 8000 series have on mM itself and the rest of the industry? IBM1s main 
exposure to obsolescence in its own equipment lies in the 1400 series of which some 
8, 000-9, 000 machines have been installed world-wide In the past four yearso Allowing 
for a delivery time of 12 months for the 8000 series, the 1400 systems will have been 
installed just long enough to produce normal proflto Mlrmeapolls Honeywell, Sperry 
Rand, and Control Data are likely to be adversely affected in approximately the order 
listed.. With the possible exception of Honeywellp these companies are not going to 
suffer a disaster, but plans will probably be modlfled and additional capital outlays 
called for to combat the 8000~ NatioDal Cash and RCA will not feel the impact of the 
8000 too mucho Burroughs 5000 series has already been effectively nulltfled by IBM. 
GB and Litton are not yet significant factors in the lndustryo 

INDUSTRY 

The computer industry will be dominated by dynamic technology in the 
future as In the past.. Sustained growth of 203 per year or better ls foreseen for 
at least five yea.rs and possibly longer o Growth in this area has been continuously 
underestimated by the expertso The economics probably will not change much with 
over 75% of equipnent going out on rentals under one year contracts whlch do not 
cover factory costs in the initi.a.l year o A wide range of services must be offered 
along with the hardware, and this ts e>epensiveo 

Computers may be broken down into two major markets: (a) business and 
administrative systems, and (b) scientific and technical systemso Value of all 
com?tters installed breaks down into roughly 50% in each market. 
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Current Trends in the 
Com,1X1ter Industry 

(continued) 

- 2 -

In business comJXlters the manufacturer must offer a complete line of hard
ware and extensive servtceso Although some gaps remain in the large computer 
market, the major demand appears to be building up ln the mediurn stze and lower 
priced computer systemso This latter market was described as literally exploding. 

The programming of scientific and tecbntcal computers can usually be handled 
by the users themselves and extensive services are not required. Computer systems 
for the actual control of operations are beglnn1ng to grow rapidlyo Here again the 
manufacturer is required to do very little programming but outside independent con" 
sultant groups provide a large part of the programming. 

Nearly all computer manufacturers are maktng most of their own peripheral 
equipmento Those who are not, probably will in the near futureo It has not proven 
satisfactory to depend on another manufacturer for peripheral equipment such as 
printers, tape drives, and character readersp etc. The only market left for non
computer peripheral equipment manufacturers ts marginal and is getting more so. 

A comprter model can usually be sold over a four year period before becoming 
obsolete. Typically 20% of the units are sold outright and 80% rented. Rental Income 
Wm usually peak in five years and the program will not produce a normal profit until 5 1/2 
yearso Second hand machines can usually be sold, but this is expensive and not 
usually profitable. 

The major elements of costs as a percent of rental revenues in a typical 
computer system are as follows: 

Factory cost of hardware 
Marketing 
Software 
Maintenance (4 years) 
Development and appltcatlons research 
Miscellaneous 
Profit 

25% - 403 
203 - 25% 

8% - 103 
6% - 15% 
6%- 8% 
53-103 

203 .. 30% 

Depreciation policies for the major companies are outlined below: 

~ Number of Years 

mM Accelerated 5 
Control Data .. 4 
National cash Register " 4 
RCA " 5 
GB .. 6 
Univac Straight 5 
&lrrougbs .. 5 
Minneapolis Honeywell .. 8 

Board of Trustees Records: Committee Files: Box 2: Finance Committee Information 1961-1964 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



I" 

Current Trends in the 
Computer Industry 

(continued) 

- 3 -

Honeywell is the only company that capitalizes research and development and 
writes it off over the estimated life of the computero All the other companies charge 
off R & D as incurredo 

An estimate of the maintenance charges as a percentage of the anm1al rental 
revenues for the various companies appears below: 

IBM 
Control Dat.a 
Univac 
RCA 
National Cash Register 
Mbmeapolis Honeywell 

COMPANIES 

IBM 

% Maintenance 

83 
153 

was 253~ now 15% 
11% 
12% 
153 

IBM's 8000 series will incorporate an important but not overpowering technological. 
developmentn The major feature of the new series will be a hybrid type of integrated 
circuito Although theorettcally the new cermet circuit developed by IBM is technically 
already obsolete? this ls the only practical and economic way to take advantage of micro
electronics in a computer at this timeo Ultimately it will be cheaper and more rellahle . 
to use monoli1hic Integrated circuits (solid pieces of silicon). but this will be years awayo 

mM will not only reduce the component costs in its computers by 203 or the 
overall cost 103 or l53p but will have a smaller unit capable of an Improved performanceo 
The only computer company working on similar circuitry is Control Oat.a in conjunction 
with Fatrchlldo Motorola has an intensive program under way on similar circuits and 
may be able to supply other manufacturerso 

mM' s 8000 serieso whose announcement ts expected in April9 will cover the 
complete range of computers, from the lower end to the higher endo mM has been forced 
into the introduction of this line sooner than it bad plannedo Control Data• s 3600 series 
is completely dominating the upper end of the computer spectrum and Honeywell's announce
ment of the 200 series ls a direct assault on IBM s bread and butter market~ the 1400 
serieso 
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Current Trends in the 
Computer Industry 

(continued) 

- 4-

Irrespective of the effects of this announcement on competition, a major 
question ls whether IBM wW adversely affect its own performance by obsoleting lts 
own product line, particularly the 1400 serieso Our information is that the 1400 
series, of which some 8, 000 - 9, 000 are inst.ailed, definitely will be profltableo 
Ultimately profitability here should be 20% of $1. 5 billion or $300 mWlon before taxeso 

The cermet circuit again demonstrates IBM's overwhelming technical superiority 
in com{Xlters. 

CONI'ROL DATA 

Control Data has done a magnlflcent Job in market strategy, technical design, 
and overall business management. The management has carefully steered away from 
meetlng IBM head· on and has concentrated in scientific and technical computers. 
Bven though the 3600 series can be used in business as well as engineering, COO 
continues to concentrate on the scientific markets for the 3600, and very successfully. 
Most of the customers in this market cannot wait for the IBM 8000 series and are 
actively buying the 3600. Business customers can and do postpone purchases and are 
waiting to look at the IBM 80000 IBM will defin1tely llmtt coo• a exploU:ado~ of the 
market with its 3600 but will not critically hamper CDC' s efforts. 

COO has developed some of the best peripheral equipment in the industry o 

UNIVAC 

Univac is probably the most vulnerable to IBM's 8000 serteao The Company 
bas brought out five major computer series almost simultaneously in the past two 
yearso Several of these systems are excellent, but the 1107 has been caught by Control 
Data's 3600 and the others will certainly suffer from the 8000. Univac awears to be out 
on a limb since it cannot afford to modify five new series which have not been out 
long enough to become profitable. However~ Univac bas cleverly avoided direct 
head· on collision in mM s traditional markets in the past two years, and this wW 
help cushion the effects of the 80000 

Univac, with $250 million in annual revenues (including military installations) 
from computers, ls the second largest company. It is actually a fine computer company, 
but ls operating in a very poor environment within Sperry Rand.. Most of Sperryt s 
military programs are in a declin1Dg phase and Sperry ls not an efficient manufacturer 
of military hardware. The Company laid off 100 engineers in December. 220 in February, 
and wUl lay off another 400 in several weekso 
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Current T.rends in the 
Computer Industry 

(continued) 

MINNBAPOUS HONBYWBLL 

- 5 -

Honeywell' s 800 and 400 series were very succesaful0 but the 1800 and 1400 
were too late and are a failure~ 

Honeywell recently announced the 200 series which is a vastly Improved 
machine over the mM 1400. Honeywell has taken orders for 200 of these machines 
wltb a lot of orders coming from IBM installationso However, Honeywell has not 
yet begun producing thef.ile machlnes and has little or no experience with themo 
The Company bas promised July delivery and is taking on 400 new salesmen and 
5 00 new mamtenance people to carry out the programo Management is talkfng about 
$100 mWton per year in sales value from its overall computer efforto 

The mM 8000 could have a disastrous effect OD Honeywello IBM 8 answer to 
Honeywell'~ 200 has been running for 4 - 5 months and all the bugs are outo With the 
formal announcement of this IBM machine many of Honeywell' s orders could be cancelledo 
Honeywell already is behind on the 200 because of difficulties in the printer o Any further 
delays wW enhance the risks In the 200 programo which approaches a crash programo 

40}b of Honeywell's net worth can be accounted for by investment ill computer 
hardware and other related capitalized costso 

NATIONAL CASH RBGISrBR 

National Cash Register has a broader product line than Burroughs and Littona 
which are its major competitors other than IBM in the lower end of the computer lineo 
The NCR 390 and 315 have been successfulo Cash register installations will be extremely 
important in exploiting the lower priced market and NCR has the majority of the Installa
tions by a wide margino 

The Company has an outstanding managemento although it has been slow from 
a technical standpotnto NCR ls ill good position to take advantage of What should be 
the most rapl<lly growing market in the Industry o 

Because of a concentration In its traditional data processing marketso NCR wW 
not be affected much by the 8000 serieso 

RCA -
After a head· on collision with IBM, RCA has withdrawn to reconsldero The 

medium size 301 series ls successful, but the large size line is noto There bas very 
quietly been a complete revamping of management ln the computer division In recent 
month.so 

Board of Trustees Records: Committee Files: Box 2: Finance Committee Information 1961-1964 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



Current Trends ln the 
Computer Industry 

(contlmled) 

- 6 -

Apparently, RCA intends to remain in the computer business and ts J:uildlog 
up a team of industry specialists in order to concentrate in certain areas rather than 
compete across the board.. 

BURROUGHS 

Burroughs' 5000 series has been completely overwhelmed by superior IBM 
equipment. The Company's entire push ls now downward into the lower priced marketo 

Sales and ea.rnlDgs will suffer from a flattening ~f not decUning trend of military 
order so 

It remains to be seen how successful Burroughs will be. 

LnTON 

The Monrohot XI ls not a bad machlneo However~ of more Importance ls the 
Sweda cash registero A firm foothold in cash registers wW be necessary to take 
advantage of the growlng market in smaller scale computers~ 

GB 

Although eventually GB wW become very important, the operation has just 
been keepiog alive and is still very small relative to Honeywell and RCA. 

GB has concentrated on the banks but has now developed some larger 
computers and appears to be pointing to the commtmlcattons market. 

PJH/hm John W.. Bristol 8t Co. , Inc~ 
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Schedule of Investment Changes Authorized Between 
April 19, 1963 and October 8, 1963 

L PURCHASES 

a) Short Term Investments 

6, 300 M 
SOOM 

Uo Sc. Treasury Bills, various maturities 
Federal Home Loan Bank 3. 703 due 5-15-64 

b) Convertible Bonds 

300M United Aircraft Corp. 4 1/2% Sub. Deb. due 8-15-88 

c) Private Placements 

$167, 240*par value Lawrence & Stegall Ranches Inc. 6% Conv. Sec. Note 
due 5-1-78 and 4, 000 shares of Common Stock 

200 M Nippon .&press Co. Ltd. 6 1/23 Conv. Deb. due 9-30-78 

d) Equities 

8,000 she. 
1, 000 shs. • 

10,000 shs. 
20, 000 abs. 
11, 450 sbs. 

1, 100 shs. 0 

2, 500 she. 0 

4, 000 she.• 
7, 500 she. 

AVC Corp. common stock 
American Sugar Refining common stock 
Crowell-Collier Publishing Co. common stock 
DeSoto Chemical Coatings common stock 
Hawtbom.,.Mellody, Inc. common stock 
Houston Natural Gas Co. common stock 
Phoenix Insurance Co. common stock 
Royal Dutch Petroleum Corp. common stock 
Southern Union Gas Co. common stock (20, 000 abs. now held) 

II. SALES 

a) Short Term Investments 

900M 

b) Bguitles 

7, 250 shs •• 
4, 950 shs. • 
7, 500 she.• 
2, 420 shs. • 
5, 000 she. 

12, 000 sbs. • 
10, 404 abs. 
5, 050 sbs. • 

U. S.. Treasury Bills, various maturities 

Allied Chemical Co~ common stock 
Atlanta Gas Light common stock 
Atlantic City Blectrtc common stock 
Consolidated Natural Gas Co. common stock 
Delhi Taylor OU common stock 
Fruehauf Trailer Corp. common stock 
W. R. Grace & Co. common stock 
Mergenthaler Linotype common stock 
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5, 000 shs. • 
6, 242 abs. 

10, 000 sbs.• 
10, 000 abs.• 
8, 000 shs. 

15, 912 shs. • 
200 sbso • 

10, 000 shso 
7, 000 shs. 

- 2 -

Middle South Utilities common stock 
Monsanto Chemical Coo common stock 
North American Coal Co .. common stock 
Simpsons Ltdo common stock 
South Carolina mectrlc & Gas common stock 
Sperry Rand Corp. common stock 
Superior Oil Co. common stock 
United Artists Corp. common stock 
Whirlpool Corp. common stock 

• Alnthorized by Finance Committee on April 19, 19630 
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October l, 1963 

JOHN W . BRISTOL & CO. 
IN CORPORATED 

2 S 3 BROADWAY 

NEW YORK 7 , N . Y . 

CORTLANDT 7 · 11 37 

INSI'ITUTB FOR ADVANCED S'IUDY 

CANADIAN PETROFINA LBASBBA.CK 

Memo to Mr. Leidesdorf, Chairman 
Mr o Hochschild 
Mr. Mitchell 
Mro Shanks 
Mro Strauss 

The Institute holds a leaseback participation in service stations of Canadian 
Petrofina, the current outstanding balance of which ts $198, 935. 

Clause 15 of the leaseback agreement provides for substitution of service stations 
1n the case of properties which become uneconomic because of highway changes etc. 
Because of a change 1n marketing philosophy and changing methods of competition. the 
Company is now building larger units where the land values and the buildings cost upwards 
of $100, 000 per unit. These units are also designed to emphasize the sale of tires, 
batteries. accessories, as well as some non~automotive merchandise. The Company 
feels that it may be desirable to close two or three small stations in an area and replace 
these units with one major retail outlet. Since the present agreement calls for subsitut:lng 
a station having approximately the same value and since the Company is no longer con
structing comparable units, they ha.ve asked the investors to amend Clause 15 to overcome 
this problem. 

The princlpnl aspecto of the amendments are as follows: 

1) After lessee has notified the investors 1hat the sites of two or more stations are 
no longer suitable or economic for use as service stations, lessee will deposit with the 
Trustee an amount equal to the original certified costs of the premises to be reconveyed 
with instructions to bold such amount for the benefit of the investors until a suitable 
property has been substitutedo Lessee shall continue to pay the rent without modifiCE'.tlon 
until substitution is made. 

2) The lessee shall certify the aggregate cost of the service stations to be subsdtuted 
separately showing land costs and land improvements together with the then fair market 
value of the site underlying the substituted service st.ationn It shall be a condition of such 
substitution that the then fair mark.et value of the underlying site on which the substit:Jted 
service station is situated, separate and apart from all improvements and structuree thereon, 
shall be equal to or greater than the fair market value of the sites underlying the premises 
which have been previously conveyedo 
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....,:.;wi. SQ ... 

Canadian Petrofina Leaseback 
(continued) 

- 2 -

It is our understandJng that the land value of the new larger stations will in every 
case be substantially in excess of the combined land values (either original or present) of 
the smaller stations being excbangeclo Since the investors' primary interest ts in the 
potential appreciation in the value of the underlying properties at the end of the lease, 
this change ls clearly to the advantage of the investorso 

Jackson. Nash, Brophy, Barringer & Brooks, counsel for the investors, have 
worked fur several months with us and with Petrofina' s counsel on the drafting of the 
amendment. This amendment has been approved by the investment committee of 
Princeton University. who represent one third of the programo and we recommend 
acceptance of the Company's proposal. 

JWB/hm John w. Bristol & Co. , Inc. 

• 
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JOHN W . BRISTOL & CO . 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7-11 37 

Memo to Mro Leidesdorf, Chairman 
Mr n Hochschild 
Mro Mitchell 
Mr .. Shanks 

September 30, 1963 Mr .. Strauss 

INSI1TUTB FOR ADVANCED STUDY 

JNTERNATIONALTELBPHONE & TELEGRAPH CORP .. 

Number of ~ares Held: 
Book Cost: 
Present Market Value: 

5, 000 shares 
$190.016 
$260,000 

L Tn & Tn common stock j.s recommended for sale because of the following 
factors: 

1) On the basis of potential growth and the quality of eamings, the shares appear 
fully priced.. The stock at 52 sells at 21. 4X reported 1962 earnings of $2. 43 per share 
and 199 3X estimated 1963 earnings of $2. 70 per share. The $1. 00 dividend provides a 
yield of lo 9%. 

2) Although reported earnings growth bas been good over the past five years 
{1957 ·· $1 .. 56 per share; 1962 - $2. 43 pe1~ share), an annoonced change in depreciation 
policy last year contributed $.12 per share to reported 1962 eamings. Also the table 
below suggests that a runoff in depreciation, in spite of a large capital spending program, 
has contributed to earnings growth in prior ye.a.rs .. -" 

1962 1961 1960 1959 1958 1957 

Sales & Revenues $1.090 $931 $811 $768 $687 $639 
Gross plant, property 

& Equipment 715 628 481 4.33 492 435 

Depreciation 30 .. 8 31.3 25.1 27.4 24 .. 5 23.0 
3 Sales & Revenues 2 .. 83% 3.373 3.123 30573 3 .. 673 3.61% 
3 Gross Plant• 4.32% s.003 s.213 6.32% 4.98% 5c293 

Earnings per share 
(average shares) $2 .. 43 $2.18 $1 .. 96 $1.90 $1.85 $1.56 

•Gross J.>lant figures for 1958 and 1957 include the Cuban properties whJ.cb have been 
eliminated from gross plant in subsequent years. 
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International Tele]:ilone & Telegraph Co. - 2 -
(continued) 

3) It ls estimated that$. 50 per share of earnings comes from South American 
(ex Puerto Rico) telephone systems and manufacturing operations. The telephone revenues 
(about $. 40 of $. 50) appear quite vulnerable to takeover by the respective governments 
(Brazil, Chile and Peru) and preliminary talks are being held now with Chile. Just how much 
and in 'What form any payments for the telephone systems wm take is pure guesswork. 

4) While the earniDge from European telecommunication operations (mostly 
manufacturing) are of good quality, the L T~ & To operation in the U .. S.. remains quite 
weak.. Over half of the $410 mf11ion {38% of the total) sales in 1962 in the U. S. came 
from defense contracts .. ITT Kellog and the 7 other companies acquired or being 
acquired ($180 million in sales from acquisitions) have very average operating records 
and growth potential with the exception of Jennings Radio ($10 million in sales). 

5) Since Harold Geneen became president of L T .. & T. in June 1959p 14 (at last 
count) officers have left the company. Although Geneen's reorganiz.atlon of management 
forced some of these resignations, it ls believed that at least 6 or 7 of these men were 
key personnelo 

FJH/hm John W... Bristol & Co. , lnco 
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September 26, 1963 . 

JOHN W . BRISTOL & CO . 
IN CO R POR AT ED 

233 BROADWAY 

NEW YORK 7 , N . Y. 

CORTL A NDT 7- 11 37 

Memo to Mr. Leldesdorf, Chah"Tnan 
Mr o Hochschild 

INSTI'IUTE FOR ADVANCED STUDY 

THE PAPER INDUSTRY AND MEAD CORP. 
AND WEST VIRGINIA PULP & PAPER CO. 

Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

The attached memorandum briefly describes the paper industry, the reasons for 
its disappointing earnings results in recent years, and the improved economic outlook for 
the industry over me intermediate term. Members of the Committee believe that Mead 
Corporation and West Virginia Pulp and Paper will be prime beneficiaries of this improved 
industry supply-demand relationship. Brief comments and income account synopses on 
each of these companie~ are appended. Purchase of 7, 000 shares of Mead Corpo and 
7, 000 shares of West Virginia Pulp and Paper ts recommended. 

An illustration of the leverage inherent in the paper industry may be e:camlned 
as regards the recent price increase of 73 to 12% (varying with quality) in shtpping 
container board. This price increase has held and its effect to Mead and West Virginia 
on an annual basis after taxes mathematically works out to $0. 44 per share for both 
companies at 73, and $0. 76 per share for each at a 123 increase. Naturally, this 
leverage baa worked against these companies' earnings since 1956, and any reduction 
of prices in 1965 would again severely affect per share earnings. 

The concept of an improved supply-demand relatlonshtp and higher paper prices 
cannot be yet extended beyond 1964 or early 1965 in view of this industry•s recurring 
overcapacity problems. Because of the lead time involved in constructing planta the 
capacity outlook appears good for at least the next 18 months. The paper stocks attraction 
on a longer term basis is still problematical, and purchase should be made for intermediate 
purposes which indicate an opportunity for capital appreciation because of a cyclical recovery 
in these companies' earnings. 
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..... 

'The Paper Industry and Mead Corpo 
and West Virgin.ta Pulp & Paper Coo 

(continued) 

THE PAPER INDUSTRY: 

- 2 -

The domestic paper industry bas been in a six year recessiono After pent-up 
demand for paper products, emanating from shortages during the war years, inflated 
consumption levels in 1955-1956, a decided tapering off was in evidence immediately 
thereafter. This coincided with the expansion of paper capacity, plans for which were 
initiated earlier in the decade. 'The burden of excess capacity led to highly competitive 
market conditions and general reductions in product prices. As a result, paper companies' 
eamings declined significantly from the highs of 1956. 

During the recent period of overcapacity in the paper industry output eicpanded 
at a rate well above that of the U.S. economy. By 1962 total production of paper and 
paperboard reached 37 o 6 million tons, an increase of almost 25% in a five year period. 
Trade and Government sources Indicate that this trend will continue over the Intermediate 
term with output expected to total approximately 43 million tons In .l965, an expansion in 
the order of 5% annually. 

Surveys of the American Paper and Pulp Association Indicate that new capacity 
Increments in 1964 and 1965 should be at a significantly declining rate. Thus the industry's 
basic problem, excess productive potential, should be substantially alleviated over the 
near term. 

Historically, the impact of higher operating rates, relative to capacity on an 
industry which requires a large capital Investment per ton of output, bas been dramatlco 
As the higher operating rates are approached, large savings In fixed overhead costs occur 
when production runs are lengthened and machines are speeded-up. More importantly, 
an approaching balance between supply and demand for paper and paperboard has a bene
ficial effect in the area of product prices. Beginning in early July of this year, a series 
of price Increases were announced by the trade. Recent contacts with paper companies' 
managements indicate that price increases have held and that further price increases 
should be expected in early 1964. 

'Ibe paper industry appears to be enteririg a highly favorable economic period. 
Based on improved sales realizations (due to higher prices) and declining unit costs, a 
considerably higher level of profits may be expected for most major manufacturers 
during the remaining months of 1963 and through, at least, 1964. 
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The Paper Industry and Mead Corpo - 3 • 
and West Virginia Pulp & Paper Co. 

(continued) 

nIE MEAD CORPORATION: 

Price 

43 

1963 
Range 

46 - 35 

Earnings Per Share 
1961 1962 1963(E) 

$2.15 $2.51 $2.35 

1963(E) 
PER . Dividend Yield 

18o3X $1.70 4. 0% 

Mead Corporation ranks among the leading companies ln the paper and paperboard 
lndustryo Including capacity available through 50% ownership of domestic bleached pulp and 
contalnerboard producers, it has a high degree of Integration in both cultural paper and 
paperboard packaging operations. In converted products the Company is one of the largest 
manufacturers of corrugated shlppf ng containers and of multiple-pack cartons. About 603 
of annual sales is accounted for by white papers, including specialties, and the balance 
comes from paperboard products. The bulk of the Company's pulp requirements ts supplied 
by its own integrated mills and Brunswick Pulp & Paper, a 50% owned company. 

It is expected that Mead's earnings could increase about 35% in 1964 to approximately 
$3. 20 per share. 

Net Pre-Tax Income Net Per Share Common° 
12/31 Sales Depr~i,atiQ_~ Amount -1L Income Barned Paid Range 

---~---

1953 $111,365 $ 2,911 $12,400 11. 13 $Sp 424 $2.00 $0.75 15 - 11 
1954 111,822 3,301 12,063 1008 5,813 2.15 0086 29 - 14 
1955 150,526 3,816 22,243 14..8 10,643 3.00 1.00 36 - 27 
1956 168p332 3,965 28,135 1607 13,385 3.65 1.32 42 - 32 
1957 192,806 6, 171 23,830 12o3 11,930 2o94 1.60 40 - 33 
1958 256,244 8,776 21,641 804 10,691 2o30 1063 48 - 33 
1959 323,631 11,081 28,611 809 13, 511 2066 1070 51 - 41 
1960 338,788 12,451 28,026 8.3 13,746 2.,58 1070 48 - 31 
1961 405,504 13,627 23,289 So 7 12,289 2.21 1.70 50 - 36 
1962 4.35, 116 13,271 26,899 6.2 14,049 2.51 1.70 48 - 33 

•Adjusted for 1003 stock dividend in 1956 and 2 1/2% in 1953, 1954, 1955, 1956, and 1957. 
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The Pa.per Industry and Mead Corp. -4-
and West Virginia Pulp & Paper Co. 

(continued) 

Total 
Current 

Cash Receivables Inventories Assets 

1958 $14,011 $27,775 $30,731 $ 74.046 
1959 16,718 32.279 34,267 85,058 
1960 17,986 33,288 35,731 87, 475 
1961 17, 115 42,696 46, 430 108.243 
1962 13,509 43,606 49,343 108, 634 

Property Account 
Gross Net Invest. Debt 

1958 $185,563 $117e226 $13,473 $45,000 
1959 221,912 138,120 14,080 47,000 
1960 243,726 145,438 14,531 47,000 
1961 266,366 153,200 26, 641 72,000 
1962 283,677 158,327 48,270 72,000 

WBST vm.GINIA PULP & PAPER COMPANY: 

Earnings Per Sha.re 
Price 

1963 
Range 1961 1962 1963(B) 

40 43 - 30 $1.55 $1.83 $1.95 

Net 
Current Current 

LtabWties Assets 

$28,268 $53,777 
34,937 54,121 
32,739 54, 736 
39,539 68,704 
37,520 71, 114 

Preferred Common 
&.ock Equity 

5,048 132,647 
4,793 152,272 
4,559 167,224 
4,426 169,249 
4,340 194,253 

1963(E) 
PER Dividend Yield 

20.sx $1.20 3. 03 

West Virginia Pulp & Paper Company is one of the largest diversified producers of 
bleached and unbleached paper and paperboard and is a major manufacturer of converted 
packaging products. The Company is one of the major domestic maimfacturers of white 
printing papers. 

The Company owns 503 of Clupak, Inc. , a joint venture with Cluett, Peabody 
which was formed in 1958. Clupak has developed a process for manufacture of stretchable 
paper, which it has licensed to 40 companies. Clupak papers have enjoyed good market 
reception. particularly for use in multiwall bags. Revenues of Clupak, Inc. are believed 
to have grown to over $1 mfilion a year and more than cover research, promotion and 
administrative costso However, dividends to the parent companies are several years away. 
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The .Paper Industry and Mead Corpo - 5 -
and West Virginia Pulp & Paper Coo 

(continued) 

West Virginia is hlgbly leveraged even for a company in a leveraged industry 
because of subst.antlal debt service requirements, the unusual expense of a salaried 
direct sales force (most companies sell through merchants on commissions), and because 
very large depreciation accruals have the same effect as heavy fixed charges. It is esti-
mated that at present sales and expense levels, a 1% improvement in pretax margins would 
increase net earnings per share about 18%0 

It ls expected that West Virginia's net earnings could increase about 39% to $20 70 
per share in 1964. 

Net Per Common Share 
Net Pre-Tax Income Income Barned Paid Range 

Octo 31 Sales (000) % of Sales (000) calendar Year 

1953 $161,528 $26,480 16o4% $14,030 $2.77 $1.00 26 - 17 
1954 164, 843 25,096 15.2 13.096 2.57 1. 40 41 - 23 
1955 176,237 30,724 17.4 15,724 3o08 1. 40 49 - 35 
1956 187,621 31,731 16.9 16,331 3.19 1.55 63 - 43 
1957 191,261 22,610 11.8 11, 968 2.31 1.60 48 - 32 
1958 208,109 18,425 8.9 9,575 L78 1.50 51 - 31 
1959 233,123 22,477 9.6 11,777 2.21 1. 20 61 - 42 
1960 250,282 20,667 8.3 11, 017 2. 07 1.20 57 - 30 
1961 251,643 15,270 6.1 8,330 1.55 1.20 45 - 33 
1962 276,605 18, 131 6.6 9,771 1.83 1.20 46 - 26 

Total 
Recelv. Current Current Net Working 

10-31 Cash Prepaid Inventories Assets Liabilities Capital 

1958 $45,634 $11, 940 $22.430 $80,004 $15,805 $64,199 
1959 60,249 13,638 23,371 97,258 21,996 75,262 
1960 32,538 14,895 28,724 77,506 20,494 57,012 
1961 31,061 16,085 28,826 77,324 21,008 56,316 
1962 32,572 16,739 29,389 79,960 20,914 59,046 

ProEerty Account 
Gross Net Debt .Preferred Common Book Value 

1958 $271,102 $146,525 $58,187 9, 481 154,318 $30.05 
1959 290,893 153,023 57,121 8,951 171, 440 33.36 
1960 321,467 169,169 66, 042 7,732 176,105 34022 
1961 338,862 170,941 65,000 7,732 177,944 34057 
1962 356,334 171,837 62,200 7,503 181,349 35019 

JMF/hm John Wv Bristol & Coo, Inc. 
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JOHN W. BRISTOL & CO. 
INCORPORATED 

2.33 BROADWAY 

NEW YORK 7. N . Y. 

CORTLANDT 7·11 37 

Memo to Mr. Leidesdorf, Chairman 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 

September 26, 1963 Mr. Strauss 

Holding 
7, 000 shs 

INSTITUTE FOR ADVANCED STUDY 

OLIN MATHIESON CHEMICAL CORPORATION 
Common Sbck 

Cost 
$311, 674 

Marltet 
$301,000 

Income 
$7,000 

Olin Mathieson Corporation is the outgrowth of a aeries of mergers and 
acquisitions consummated between 1952 and 1958~ which combined into a single 
corporate entity the businesses and operations of Olin Industries, Frost Lumber 
Industries, Mathieson Chemical Corporation. E. R. Squibb & Sons, Blookson 
Chemical Co. 7 Brown Paper Mill Co., and Southam Electrical Corporation. Based 
on actual sales of the constituent companies in the year prior to consolidation, 
combined pro-form.a billings of Olin Mathieson in 1956 approximated $550 million. 
The record of the Company since then is contained in the following Income Account 
Synopsis. Since the Institute purchased Olin Mathieson's common stock, it de
clined sharply to a low of $26 in 1962. In line with the general rise 1n the market 
and the improved economic conditions since last October, the stock has increased 
about 62%1 or significantly more than the general market, to its present price of 
about $42 per share. 

Sale of this common stock holding is now recommended because of the 
following factors: 

1) As the appended statistics indicate. the Company's record bas been 
most disappointing. 

2) The Company's return on invested capital has declined consistently 
since 1959 from approximately 10% net to about 6%. 
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Olin Mathieson Chemical Corporation - 2 -
Common stock (continued) 

8) The metals division. which accounts for about 18% of sales, is one 
of the leading fabricators of brass. The earnings outlook for brass does not 
appear favorable and a very large capital expenditures program to modernize 
the Company's antiquated brass facilities will be needed over the near term. 

4) The combined businesses of Olin Mathieson are very cyclical. This 
equity does not contain any favorable long term, non-cyclical growth characteris
tics which are generally desirable in a long term investment. Certain aspects of 
Olin •s business appear favorably situated over the near term. An example of 
this is packaging, but since it accounts for only 18% of saleso the exposure to 
the cyclical recovery of paper prices is relatively insignificant. 

5) Olin Mathieson's management has had a difficult time in consolidating 
the various businesses merged together between 1952 and 1958. Major managerial 
decisions since then have been costly. Two examples are the expansion of alumi
num facilities during a time when large overcapacity existed in that industry, and 
the investment of $73 million in Fr~ a bauxite mine in Guinea, West Africa. 
This bauxite mine bas been plagued by consistent political difficulties in Guinea and 
production from tb1s mine does not appear imminent. 

6) Olin's financial flexibility is greatly limited because of the consistent 
flow of funds required to maintain and improve its plants and to expand or modern
ize these facilities at the rate required to insure preservation of competitive market 
positions. The existing product line is so broad that a concerted exp&llSion program 
in any single area may well deprive another area of sufficient funds to support 
aggressive participation in its respective markets . 

7) Potential conversion of Olin's convertible debentures will result in 
2, 000, 000 new shares. An additional 854, 000 shares are available for issue under 
the Company's stock option plan. Conversion of the debentures and exercise of the 
Company's options will increase the number of common shares outstandJng by 
approximately 22%. 

8) Funds for additional major projects may well be restricted by the 
Company's large debt ratio which is 44% of total capitalization. 

We believe the proceeds from the sale of Olin Mathieson's common stock can 
be better utilized. 

JMF:lp John W. Bristol & Co., Inc. 
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Olin Mathieson Chemical Corporation 
Common Stock (continued) 

INCOME ACCOUNT SYNOPSIS 
Sales Pre-Tax 

(000, 000) Margin 

1957 $597 12.2% 
1958 599 3.6 
1959 687 10.5 
1960 668 9.4 
1961 701 8.5 
1982 730 8.5 

Per Common Share 
Earns. Div. . :RS!lge - - - ·--

$2.94 $2.00 62 - 88 
0.91 1.50 45 - 32 
2.92 1.00 58 - 42 
2.86 1.00 58 - 42 
2.47 1.00 52 - 39 
2.63 1. 00 41 - 26 
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JOHN W . BRISTOL & CO . 
I NCORPORATED 

233 BROADWAY 

N EW YORK 7 , N. Y . 

CORTLANDT 7-1137 

CURTIS MATHES MANUFAC'IURING COo 

September 18, 1963 

Curtis Mathes common stock is recommended because it appears that this 
closely held and little !mown firm has exceptional potential growth and investor 
recognition ahead of it. The stock could provide a highly profitable (although obviously 
speculative) vehicle for participating in the rapid growth of the color TV marketo 
Management has built up an impressive momentum in home entertainment products 
in a short time and appears to be a real "moneymaker.''. 

A statistical comparison of Cur.tis Mathes with the leading home entertainment 
companies follows: 

Present Estimated 1963 
Price &lrnings Per Shar~~ ~ 

Curtis Mathes0 18 $1. 75 - $2. 00 10~3X w 9.0X 
Magnavox 42 2u00 2.\., OX 
RCA 73 3.25 22.sx 
Zenith 64 2.40 26. 7X 

° Fiscal year ends 5/31 and earnings estimate is for fiscal 1964. 

CURRENT STATISTICAL DATA 

---~~~~l~~! _ _!'_e_r__~~~~~--------
Price B. 1964 1963 1962 1961 

1964 

li~ Dividend 

18 $lo 75 - $2. OQ $1~29 $1.15 $ • 46 lOv 3X - 9. OX None 

CAPITALIZATION 

Long Term Debt 
Capital St.ock & Surplus 

(2, 17 4, 240 shares outstanding) 

Book 

$ 617, 466 
9,559p017 

Market 

NnAo 
$40,300,000 
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Curr.is W.iathes Manufacturing Co. · 2 
!{continued) 

OPERA TING RECORQ 

Year Net Salee Pretax Income Net: Income Earnings 
B.nded (000) (000) Margin ~{000) .Per Share --
11/30/58 $ 3,796 $ (743) . $ (743) $ (.. 34) 
ll/30/59 7p371 134 la83 134 ,06 
ll/30/60 8p763 1,019 .u. 6 1,019 • 47 
5/31/6.l (6 lDOSo) 7;516 1,002 13.3 l , 002 • 46 
5 131/62 29.054 4p996 150 6 2n5.l2 1., 15 
5/31/63 35, 788 5~794 16. 2 2,800 1. 29 

THE COMPANY 

Curtis :M'athes Co, . a mauufu.ctur.er of TV-sets, stereophonic, and other home 
entertainment equipment~ was founded in 1957 by Curtis Mathes and his two E::10ns. 
Curtis ~/Lathes has a long record of success in the consumer products areap starting 
out In auto parts in 1919 and becoming a Philco dealer in the l930' s. The Mathes 
Company was incor.porated in 1946 with a capitalizabon of $20, 000 and Mathes gave 
up the Philco franC"..hise~ The Company made water coolers. air conditioner.a~ and 
other productsp and was sold to Glen Alden for a pr.lee wblch ultimately yielded 
$11 million in 1957, The Mathes group acquired n. near-bankrupt furniture company 
in 1958 and introduced !ta first line of TV-sets :in Janua:r:y 1959. 

The Company operates under unique policies in regards to manufacturing and 
distribution~ With the exception of RC.!\., no other TV company makes as high a per
centage of its own parts as does Curtis Mathes - 64% of the dollar value of product .. 
Checks indicute the TV- sets and other equipment are comparable in quality with those 
of Zenith. 

Curtis Mathes sells only to franchised independent dealers and ''associates" 
who sign an agreement to buy at least a truck or carload of merchandise each month 
(alone or in cooperation with other associates) on a stl."ictly cash basis. Each associate 
must keep a full display of Curtis Mathes' pr.oducts as well as an adequate inven.to1y 
and generally promote the Curtis Mathes• line. The benefit for the dealer is a very 
high quality product. selling at: 20% - 253 or mo:re below the price of comparable 
products and still provlding a good profit to the dealer" 

Thus far the Company has e,round 2200 dealers locat.ed mostly in the non
metropolttan areas of the country, Currently distribution is being extended Jnto the 
Northeast, and dealerships will be established in the metropolitan areaso However. 
Mathes does not intend f.o go into any of the discount houses.. Management estimates 
the company now has about 503 geographical coverage of the home enterr.ainment market 
with its present dealer organization. 
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Curtis Matl1es ManufaC'turing Co, · 3 ~ 
(continued) 

In 1963 earnings wer.e disappointing to mo'>t sbarel10lders because E.vervone 
expected $1 . 75 $2. 00 per shareo The major depresshig factor on 1963 earnings 
was the Company sentry into lhe color TV market witl11ts own sets using RCA lubev 
A production line for color TV sets is now in full swing and mwmgement iR quite 
optimistic here.. Also for the first time, the Compdlly has enter.ed the portable TV· 
set market, having conc..eni:rated its efforts m the higlle1· priced end heretofore . 

The stock, traded over th.:-· Counter wUh an estimated floating supply of ab1)ut: 
600p 000 shares, reached a high of cxound 27 in 1962 and sold at 23 1./2 in the ~ring 
of 1963. Upon 1·elease of 1963 earnings the stock traded d.own to 17 1/2 and ts now 
quoted at 18 bidu Recently. a 1003 stocl: dividend WdB declared which is reflected 
in all figu:rcs in this memo 

Managemeni whh.h owns or c-ontrols D.round two-thirdR of the common stock, 
bag not been very receptive to WaJl Street analysts , Howe~er, indications are that 
the Company could havE> sales ranging from $50 $60 m1lhon in fiscal 1964, with 
earnings per share of $1 7'i $.3 00. J\Mrgins may decline slightly because of 
continuing introductory coats of t.olor TV and the addtt1cn of the low margin portable 
TV line. However,. the sharp rise m volume should allow lhe Company to auam the 
earnings estimate. 

Eventually management plans a secondary offer.mg of some of its shares 
followed at an approprfut:e tune with a listing on the New York Stock Exchange. We 
believe both of these actions will take place within the next t.wo years. 

FJH1hm John W. Bristol & Co. ~ Inc. 
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JOHN W . BRISTOL & CO. 
IN C ORPORA T E D 

233 BROA DWAY 

NEW YORK 7 , N . Y . 

Memo to Mr. Leidesdorf~ Chairman 
Mr. Hochschild 

Saotember 102 196:1 

CORTL AN OT 7 • 11 ll7 

..llifil..!TUTE FOR ADVANCED STUDY 

NIPPON EXP.RES..'> 

Progress Report 

Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

Sin1~e the recent memo on th.is Company it has been named official forwarder 
for the 1961 Olympics which will toke place in Tokyo. Management naturally considers 
this an hon:>r and is aggressively advertising this designation. 

Due to the recession of 1962 and the unusually severe Winter tonnage volwne 
declined alJOut 5% for the six month pe!'iod ending March 31u 1963. Sales and earningsD 
however11 increased about 5% and 15% respectively during this period due to the following 
factors: 

1. greater warehouse b'Pacc ond resulting business 
2" internal economies 
3 • a railway freight handling rate increase . 
4 . an P ... "ttra charge ~ermitted by the Ministry of Transportation} for trucking 

in congested areaa9 namely Tokyo and Osaka. 

Management receives tonnage shipment statistics for the previous month on the 
seventh day of each month. Thia is the result of a new computer eyetem9 and affords 
bette1· 1;!0ntrol over equipment movements and personneL These statistics indicate a 
continulld uptrend in the JapfU'lese ecouC1my ainr:le MarchA 1963. 

The Company has 104 uuconaolidated subsidiaries many of which were started 
during the past five years , Theae subsidiaries~ in totalp have operated at a deficit but 
have total re,;enues of about $200 million per yanr.. Management expects a pretax profit 
(for tho fil•st time) in excess of $100~ 000 fo1· the sbr: month period ending Septemoor 30v 
1963. These operating results are unconsolidated and only dividends remitted by some 
of the profitable companies are included in Nippon Expressv "other Income" account 
Tliese dividends9 now amallp are expected to gi·ow rapidly. 

Since Nippon Express pooaessed about the best vebicuJ ar maintenance netwoU.c 
in Japan it set up automobile soles subsidiaries. T<>da8 the Comp.!Uly~s unconsolidated 
auto sales subsidiaries account for about 10% of the autos and trucks sold mmually in 
Japau ond are sole agent for Chevrolet in Japan 

The Company is optimistic about the future and budgets sales and earnings to 
increase about 8% in the September~ 1963 six month period~ and about 10% in the March 
1964 period. This budget includes no :a-ate chmiges~ but management is presently 
negotiating for e. general trucking rate increase. 
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September 3, 1963 

J O HN W . BRISTOL & CO . 
I NCORPORA T ED 

253 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7·1137 

THE NATIONAL CASH REGISTER COMPANY 
Common Stock 

National Cash Regj.ster common stock is recommended because of a possible 
substantial appreciation within four years and a relatively small downside risk., 

National Cash, the world wide leader tn the mamifa.cturing and distribution of cash 
registers and accounting machmea (ex tabulating machines), appears to be well on the way towards 
developing a successful Blectronic Data .Processing (EDP) business after a relatively poor &ta.it 

It ls well recognized that only IBM and Control Data currently have profitable 
EDP operation and several large companies including Sperry Rand, RCA, GE, Honeywell, and 
&lrroughs have yet t.o break into the blacko However, NCR possesses several inherent advantages 
over the latter group of companies which over the long term should greatly enhance its chances 
for success 1n this highly competitive industry o These advantages are: 

lo ) A large population of data processing machines of various types in the bonds of satisfied 
customers most of whom will eventually become EDP customers" NCR has 85-90% 
of the domestic cash register market and over 503 of the accounting machine {ex 
punched card tabulators) market. The company is particularly str.ong in commercial 
banks, savings banks, retail trade, and food chains. 

2. ) A large world wide sales and service organization generally considered second only to 
IBM in the 1ndustryo 

3. ) An excellent top management group headed by Robert s.. Celman (53), Chairman and 
President, and Ro Stanley Lamg (43), ExecutlVe Vice President, and Robert Go 
Chollar (48), Vice President of Research and Development, concenr:rating solely 
on the data processing industry. 

Consolidated earnings per share" currently under pressure from losses ln EDP and 
exchange losses in overseas subsidiaries, should improve modestly in 1964, and thereafter increase 
to around $6. 00 per share by 1966· 67. Cash earnings per share, estimated at. $7. 50 in 1963 
($6.59 per share in 1962), should reach $13a00 per share by 1966M67~ 

An $80 million debenture and common stock financing 1n Mai:ch of 1962 should provide 
the Company with adequate capital for the forseeable futureo Management does not believe equity 
financing will be required over the next 5 years but some debt may be added. 
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r·b~1 Na<·Lr I . t,.;ru~h l{('b°1Ster Company 
Common t>iork •,continued~ 

At current pricms NCR stock. sells at 25 times esti.InatFd 1963 conaolid'ltcct ca.ming.:. 
of $2 ~O per share" 22 .. b tilnf's average earnings per aha.re of $3 12 over the past fou1· years and 
l l fl tlmes estimated annual earnings per sharf· for the 1966-67 period. «No contr.ibuUon is 
included in the above estimates from declmallzat1on within the United Kingdom.. e-'q)eoted to occur 
within 2 to 3 years~ whfoh could add substantially to NCH 1s earnings during the period of cbangf'.l
ove11. 

Another approach to evaluating; the earning power of NCR is to asswne mach.ln£-•u 
going out on rentol in Hl63 are sold outrightr. The $29. 5 million invested in rental~ should produc 
nrow1d $'75 m .. \llion lI• salas (assuming 40% oi sales v.Uue ls capitalized)) and about$ 90 per 6ha:« 
in earnings on n 10% after ta.x margin lnstead of a $1, 65 per sh.a.re loss. ~1·otfll indicated oantin~ 
power tunounts t.o $5., 36 per shcu-e after adjUBtmg cat:t.mat.e consolidated earnings of $2, 80 pe1· 
share for the full effect of selling vs. leasing machines. 

1''Jli:l.h 
9-3-63 

John W" Bristol & Ct.' . Q fa.: 
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Price 
a '21tas 
~-=--

70 

191:tl 
Price Ran_g_e 

82 Ii8 - 65 

THE N,bTIUNAI~ <;.ASJ:!. REGISTER COMPANY 

jJ2._mmon Stool{. 

Q9!1SOlidated ~~ PPr S_haz:e 
l 960 1961 l!:l62 E, 1963 ... __ ---- ·--"" --__::__~~ 

$3 00 $3 77 Sl.. tH $2. 60 

l' 'F.; 

Ratio 

25QOX 

:Qivic!,~~2. XI'lld 

$1 .. 20 1. ~1% 

C~ITALI_eATl_Q~. 

I..ong Term Debt 
Common Stock & Surplus 

(8. 298,. 707 shares outstanding) 

OPERA 'l'ING RECO~ ¢000 

Year 
Ended Net Pretn..x Ne:>~ f.J.UOtlL[' 

-

Book Value 
12/81{~2 

Market Value 
~ ! ·21/si 

·---· -- -- CS Million& ------------
$125. 7 $128,l 

234. 2 582 l 
.. ---

$359. 9 $110.2 

-~t" Share Data --· 
Ell.m'=!!g,f!_ ~~ Pr.fr.!' 

_-::-=--::-

De<!::....lli ~1£.L_ 14.f!!IQn . f <~]~.0 ~er~ C?n~~U.uate_cj R,et_ .9.2~< Div. J!Wl·!fil 

l.955 $30lnl80 18.3% $15,. 3Rfi $1.R" 20 l $2 11 $2.50 $0 91) 43·30 
1956 3400 934 14 0 18~420 21~322 2 60 2 89 1 00 56 3~ 
1957 3ij2~ 612 12 5 1.R, 190 220601 2 45 ll 05 l 14 6.'i· 44 
1958 393,, 746 10 6 l.5,512 16 684 2 09 2.24 1.14 '12· 4~ 
1959 419,064 10 7 19. 076 22,, 004 2 40 2 .. 77 1 14 76~52 

1960 457 822 11 2 20. 024 23.868 2.62 3 00 1.19 71 bO 
1961 518,.884 12,3 21 709 ~0.0913 2 72 3 77 l 20 143 62 
1962 564, 021 9 B W .. 64.~1 23_ 29.1 2 49 2.82 1 20 133 67 

Ml? an 
p f; 
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1 
1 r; 

l 
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2'1 
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~~_ii&- EARNU{GS 

2 

The geograpbicdl brerucdown for revenues and earnings for 1961-62 apprear" below 

R~y~~~ (Millionk 
Domestic 
Foreit.'1l 

Tot.al Rev anues 

E.Jlminga Per Sh~. 
Uemitted Foreign 
!.ndioe.ted Dof9.~~~c 
Reported 
JJnremltt~d Fo1-eign 
Consolidatf~d 

1962 1961 

$320 
244 

$664: 

$1 0() 
~- 4~ 
2 4.9 

__ 32 

$2.61 

$287 
2,~2 ---·-

$5UJ 

$1.25 
_u_1 

2 72 

• LQ:~ 
$1 77 

Foreign earnings were down sharply in 1962 from 196 l ma.inly beonuaE" of e.xclu.:11ge 
losses ($ , 35 per share) ln Canada and Latin America. and because 1961 foreign earnings Wflre 

lnflate.d by decimalization in South Africa ;$ 30 Pf'l' share) Domestic esmiugs declined becn•1se 
of blgh H & D outlnye l.n relation to sales and lossPs sustained in the computer operation 

BUSINESS: 

A sales breakdown by product for th(\ years 1957 19()2 follows 

Ca.sh Accounting J\dding EDP Service SUpplit.:B Defense Tot I 
Registers Machines Machlnea SyRtem & Maint 8i Misc J>roductE: Revenue 

-- r - - - --- ---- ~ -=.,,. 

,962 ------------- -- $402 6 71 4%---------- ~----~--- $85 2 15 8% $'"12 2 12 8% $ 4 0 0 7C:~ $56 
t951 $165. 7 :H 9% $180 0 14 7% $16,3 1, 2% $fi 3 1 0% 82 0 15,8% 62 £1 12.1% (I 7 1 $', 51~ ( 
l960 145 .. 2 3lc 7% 166_ 0 34 J 1 % 15. 0 3 3% 6 5 }n 4% 69 R 15 2% b4 (I 1l 9% 10 8 2.4'·> 4-5'1 
.~59 14.0. 2 33 4% 144.134.4% 12,4 10% 6. 4 L5% 60 R 14,5% 47 ~: 11 ~1% 8 0 l ~() 41 
.958 124,8 3J,7% 141 2 35,9% U:L5 3,2% 2c9 0.7% 53 4 13 5% 3}] f.: 10QO% rn. fi 5 ocJ 311 
.!J57 123.0 32,1% 137. 4 35,, !>% 14. 0 3 6% • B Oo 2% 4'7, 9 12 5% 33 7 ~ B% 2(i, 2 6. ~li,) ~~;.; 5 
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f ho NatLonitl Lar,h Hegh:ter Compauy a 
Common Sto'~~ qcontinuech 

NCR has an estimated 85% ot Lne domestic cnsb register. m~rket. Swnda a sub
sidiary of Litton. provides the maJor competition 

lmmedlu.t-'}ly after World War ll NCR mtered the accounting machinf' field and 
alnce has built up the dominant position here . mostly at the expense of Burroughs ln 1962 IBM 
entered the key driven accciwiting machine mLrket for the flr:s·t tim~ HowP.ver. National ls quite 
fl.rmly entrenched in tlrls market and should be able to mnintain its position to e large degree 

Management. ainoe the middlP 50 s~ has placed. special emphasis on widening into 
supplies otbc:r than thos'31 uaro in NCR ma.chineo Sales of NCR \No Cn.rbon .Required» papf'r, 
introduced in 1954., have grown to an eatimrdl:d $28 mlllion in 1962 The Company introduced u 
heat sensitive copy papfJr. for use jn Thermo-Fa1t m~cbines in 1962 and other new produl.wte will 
follow. 

AB a matter of policy. NCR has not att0mpted to develo)J u. b .. r~ defense business 

EDI' will be discussed subac<Ju£1ntly. 

The Compcny bus an excellnnt reputation for. salfls and service In the U S
appr.oJtlmately ll, 000 people hsndlP soles and aervic{' in over 460 brnnch offices Abi'Oad. 640 
sales and service offices are located in l20 dlffe~flnt coWltriea NCR has dr,.1wn on it~ rogular 
sales o.nd service people to aef. up a aeparfl.t\· group tor handling EDP 

ELECTRONIC DATA PROCESSING - _,_......_ __ _ 
After a rather poor beginning in EDP .. National Ca.ah has obtained a rather improssiv 

momentum. In 19bl, management acquired Computer Associates of Hawthorne. Californi~. whlcb 
had developed a general purpose cl£1ctronic computer. in hopes tliat this group and 1ta hardwar 
would form the basis for NCR"s answer to the IBM mid Remington Hand in this areao Computr•r 
Associates proved a major cllsnppointment ,.rh0 first computer. offered tc' the general customer 
list in 1957 ~ the NCR 304,. was not immin1.:intl,y successful and only 30 of this large size comput.m 
have been delivered 

The new management team b~gan to toke control in Hl57 when OGlrmm became 
President 1Chairmau as well. in 1962» and the table below illustrates the impressive program 
made 1n EDP since that time With t.he exo~ption of the NCR 304,, the coin.puter systoms listed 
below have been lntroduced within the past 2 years~ 

Approx SaJea 
Typical Typical as of 1 P63Q Value of lnat'llled 

EDP System SeJ!~ Price ~[onthly Rental 'installed On Order and On_9_!'f!er - ~-- :: -=· --- IMlllionr 
NCR 304 $S60~000 $14,0UO 'iO 0 $ 26 
NC'R 315 &00 , 000 6,00Q·8 000 46 150 &S 
NCR ~i90 'lb, uoo l, IViO 295 lOf> ao 
NC.R -~JO 66 b00-99500 '"' .;~~. 2 ·~50 ,o 21 4 

H Wf7 $ms 

Sourc~ Joh11 lJi:'boh.l ln~· and ::;:;nfl rull.y co1.J!rmf'tt tiy r.ian.1gt;men.t. 
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Tht> k J •. 1nal OaBb RRgitster Company - 4 
C'OW.lllOu ... t<'ontina_.W, 

Moat of the EDP sy&tems iumalled a.re on a rental basii, i'b('I tf'nttil rPvcnu!•e 
should lncroase from $15 million in 1£162 to Li.wund $!JO million tn 1963 11Th£' EDP r«:ntnl rtgure5 
include som~ rcvenufl generutrd fro1n oth'?r equipment sinee around 20% of other equiprnt n' de•iver, 
is no\V going out on a lease baaist 

High L:DP e.gpenaes and a rapid depreciation r.atP '! 4 y~ar double declinJ.ni; Lalw.tcP 
combine to produce a eubatootial loss in thir area fo1r NCH. Sources close:' to the Company say this 
lof:la totalled $1. 65 pet' share in .1962 Moo~m<'nt doea not expect to break cw·en in this operation 
before 1965 

RESEARCH AND DEY~!:,.OP:Jl1EN'f 

R & D expenditures have r.1Bcn from $'1 'l' mill ion or 2 5% of sales in 1955 to $1 'J ii 
million or 3 5% of ealea in 1962 

More than one half of tho total outlay is now devoted to EDP and related aruas 
The Company has dev~loped aciveral. valuablof.'J pt'oprietary items for it-s EDP flystems and bas long 
range plans for grrulually 1mprovlng f'quipmJ•nt in the field via mQdificr1tiooa already ir house 

&!vercl uniquE' devnlopments p.iLoneereci by National couJd msult in substantial s tles 
and earnings over tllf' long run 'No Carl:x1n ~equired PapPr has alreo.cly been mentioned A 
natural outgrowth of the encapoulatf.on prooos~ used in NCR pEiplF.!r iB the packaging of varl.ous 
materials such W3 foods, cosmetics, odors c:itploaivea, etc. in tiny capaulP.fJ and the r3ubsequt:nt 
controlled release by hRlat; pressure r11· dissolving of the c!lpsul.g wall 

Studies iu photochrnmica 11!."Elve. rsible ligbt-RensiHve dies j hopefully will culmJn~\t(' 
in eutirely new and verantile display systc:ams, computer mE1mories~ document storage 8Jld infor
mation retrieval, and microforu1 pulilishing Prototypes of Auch equipment have alrendy bec:a...n 
produce do 

§JNAN,Qlf; 

As a i·esult of the $80 million debenture f.nd common stock finanoing in March HiG2. 
the Campany should not require rmy new equ!ty fiwmcing for ut least 4 to 5 years Dol>t mav b 
increased if necessary 

The tBble that follows illustrat~a the hE>avy capital outlays resulting from tht 
accelerated EDP program and thF rapid bu.Ud11p ln deprecbtlon 
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Comr110 

C'nib Hr~gistf!r Company 
~i.>nlinueid 

5 

Consolidat!"d 
- - . - .. · ·• · - - ~Millton~~ - - - - · ·· ~ 

J.960 1961 -~u62 Est UJ63 

_capital Additi9=n· 
Property Account $28 4 $34 1 $35. l $31.0 
i.lerr:P1 L!,\rul'mr'11t 7 0 13 3 26 0 29. 5 --ot.:i~ $35 4 $47 4 $6lc J $60,5 

~~elation 
Property AcooWlt $19 0 $22 b $24 8 $26v0 
Rental Equipmrnt -~P 4,0 ·-= ~.J> _Jb! 

Total $20 9 $26 R $31 3 $38.5 

The apparent leveling of 031>ital additions to ~.ntaJ equipment tn Ul63 lb dect'lvi l 
In 1962 approxlmntely $5 milllon of theo~ $2Ci mUUon invested Jn rental equipm«:>nt went into wor-1 
in process and funds invested here will inc-rerJ.Be only aligbfJy in 1963 

No increase .In the $1 20 dlvtdt: nd can be t~xpected for eom£time 

OUTLOOK 

Sales foT 196~ a.rE.' expe~-ted to lncreaa~ 5 or fl<:t to $590 - 600 million wHb cOnBl l 1da!. 
earnings per share amounting to $2 ijQ -- ebout the ovme as 19G2 1$2 Al per share). Reporter 
lngs ru-e apt to tote! $2, 30 - 2 46 in 196.1 vo $2 49 ln 1962 but unremittea. foreign earnings shuuld 
bring conaolidated results in llne with 1962 

Resultn for the 6 months ending June 30 appear below 

NPt ~aler, 
fu\ported Net Income 

. Reportf'd EPS 
Un ~m.ltft'd EPS 
Coru;oUdated EPS 

(Million; 
1963 _. . _1962 

$270ob 
7 7 

s 93 
H 

l 27 

$269- l 
8 R 

$1.07 
'-10 

l 30 

lno!udes $ 68 per sh'""'' of rrmttted foreign rarnlngs in 1963 anu 
$ 5'1 per sharf> in 1962 
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fhf.:1 Nat1 ,, _ , .~a.uh r.egi1Jt.Pr Company 6~ 

Common b"tock !contlnuedii 

Heavy Joasee in tbe EDP operat!ou from the faet Wt"lteoffs of rental eq_W.pm.ent and 
training and installation coats are depressing f'at.'Dlngfl Reliable flources estimate thet.i~ losaf·~ 
at nround $1 65 per eltare currently 4 . and 19&'.; results will also be affrcted to about thf' enmc 
extent 1lB 1963 LoBaes will decline fn 196!1 and in 1966 and 19t17., earnings should benefit sub
stantially from the favorable trend in tb.e EDP operations 

Notion.al 11A earnings pC'r share are 0st1mawd at a"t"Ound $6 00 per shar.e by 1966 or 
1967 on sales of $835 mill.ion. These projecttons assume .m ij<{, annual growth of swes ln th~ 
basic business (for the- period 1955-62 total revenues grew at 9 5% por year domestic anfos, at 
~% and foreign salesp ai 12_ 8%.·1 and l _ 500 computers inetall.ed by January 1, 1967 Total r~veouc.9 
from EDP sales~ rentala and service could amount to around $75 million bttai?d 011 1., 500 comprtrra 
installed.. Sales in bOBic lines of business \'JOuld account for the remailling $760 million Aest•mint; 
a 12% pretax margin on the regular buf-.1ine3a Md 20% pret:ao;_: on the EDP" rarninga per share would 
total $6.40 on thP 8,3 million shares now outat!'Ulding Th~ overall preta...~ margin would be 1.2 7lf, 

Manag.3ment- although refusing to provMe a~cific pr.ojectlons on sales~ is fo1"f' 

casting an overaJl. margins imp:n)\!'ement to at l"'l:lSt lfii% by thP J.966~67 period Also NC'R e:xpf'cts 
a batter growth in EDP than outtlned above< Ur,ing indu6try proj(\Ction of 11 population of lfl 000 
computers by 1965 ~.about 12 .. 000 tnatallf'd uow~. NC'R would have loss than 8% of lb.e markf.\t if th 
above objectives DJ'\? met 

It should be kept in mind that h:.gher than P'J{}'.IC'df'd r;>tc ,,f dr.J lvnry of EDP flystr--rns 
several years hence could push curnings furtbet· into the futu1·p In order to brcnk <Wen, tbA 
average age of all computers 011tst.anding on '-"'aoe mufJt lw. between 2 to 3 yNu·a AftE'r 4 ~arf:. .. 
a leDBed computer yields a normr-1 proflt 1fadn:'t? profit ae lf f\QM outright~ i1nd after st~ }'e6.rB the 
normal profit is doublP.d 

FJ1i lh 
9-3-6~ 

tJohn W BD.&tol & Co .. lnc 
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JOHN W . BRISTOL 8c CO. 

.JOH N W. BR I STOL 

CHARLES W. CALL. JR . 

EDMOND COTTY 

INCORPORAT ED 

2.33 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7· 11 37 

Memo to Mr. Leidesdorf, Chairman 
Mr. Hochschild 

J O HN M . FELLEMAN 

June 3, 1968 

INSTITUTE FOR ADVANCED STUDY 

_TELEVENTS CO;RPORATIO~ 

Mr. Mitchell 
Mr. Shanks 
Mr .. Strauss 

7'&,.~_!d_!µat.E'd Deb~ntures duCI 8-1.-y~ with Bonus common stock 

Profil:ess Report 

CAPl'J;' AU __ ZA TIO~ 

Long Tt.'!rm D':'bt 
Common & Surplus 
o.. ooo. 000 ahB 

Book Value 
Mu.rob 31u 1963 

_JQ.Qf> l - ~-~)-

7.436 
~2, ~11 

76 .. 2% 

~~ 
io~;_Q~ 

Note~ No public m ,t for ctther debt or common stock 

_REC!._NT OPERATING STATISTJC.S 

of Non· Net Befo1·e Depree 
Subscribers Total Controllable Controllable Truces & 

Net 
Income Cash 

MQnf:.l!. ~lld of Montl,l.. }Df!Q!P.!l. E¥enaes l!.J3Eenses Dflpr .. & ~ ~.mort. Interest ~f-t ~rningt 
1962 

Aug 43;465 $194.343 $65.,919 $.~OJ 810 $107~61~ $60~601 $4'3, 112 $16,469 $76. 990 
Sept. 44Q346 202" 465 73.766 31,649 9711050 59w 601 4~u 141 {J.5, 684) 4:1~ 817 
Oct 45u273 204.,255 66~ 332 34,686 103. 2,,17 96.671 43., 141 (57 ~ 464) 43v44.9 
Nov 4.5., 665 206~ 820 70 .. 050 35,731 101~040 96u 671 4:1~ 141 (53~ 122p 4-3~ 449 
Deo 46. 198 20'1" 270 70~ 97'l 42.; 162 94,, 131 96~691 ~~w 090 rTL 671) 24,.920 

1963 
Jan, 4.6~ 653 208~925 70,,0BO 58 743 li5,, 102 96~ 671 44v 775 «GO. ~42) 
Feb 46~694 207.600 61~032 50 au 96,, 25A 961571 41. 771 ~. 730p 
Mar 46~ '187 206,, 19'1 54 .. 927 51 .. 254 100..,016 96,.107 4111 868 (480 544) {7,.5 
Apr 46. 734 205,,32.3 550768 4r,~ 716 102. M9 960107 41~ 745 «4GJ 67lb 49 .. 436 
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T.ELEVENTS CORPORATION - 2 -
Progress Report ~cOJltlnued) 

COMMEN!:• 

In Jwieu 1962 the Committee approved the purchase of Televents Sub
onUnated Debentures with bonus common stocko Since August 1~ 1962 the Company 
baB been operating the eleven community antenna television systems that it acquired 
with the funds raised last Summer from inatltutlonal illvestors and the Chase Manhattan 
Bank. 

The Company1's operating results since August. 1962 are set forth 
aboveo These results indicate progress despite the fact that no rate increases have 
been effected yet~ and no new syst.ems havfl been acquired~ The number o! uubscribers 
bas increased about 7 1/2% from 43q 465 in August\, 1962 to 46g 734 at the end of AprilQ 
19630 It ls expected that the nwnber of subscribers will show little or no growth until 
the Fall of 1963 since some subscribers disconnect for Sum.mer vacations., 

Operating profits are averaging about 60% of total income as was expected 
prior to the financing of these systems. Televents ls depreciating lts assets over a 
period of 7. 8 years and these charges have exceeded $800" 000 since the CorporaUon 
commenced business in August~ 1962 By using rapid depreciation and amortization 
schedules the Company ls deferring income taxes and net income unt.11 the plant ls 
substantially written off. 

In January of this year management began to compare monthly figures 
with a budget that it complled 1n the latter part of 19620 Expenses were divided into 
two main sections" The first9 controllable expeneeao includes salaries" maintenance~ 
advertising. supplies and related charges. The second category~ non-controllable 
expenses~ includes rental of poles and tower sltesv powerl> microwave service chargesg 
auditing and legal,. taxes,, and insurance, Total expenses have been reduced from about 
$123~ 000 a month Jn January to about $103v 000 a month in April as a result of manage
mentus cost=cutting efforts. It ls expected that expenses will decline to about $981 000 
a month for the Summer~ and average about $102,. 000 a month in the Fall and Winter of 
1983h 

Televents u capital ~enditures have totaled about $206u 000 since 
August i~ 1962 and should exceed $230. 000 for the fiscal year end~d July 31., 1963" 
The built of these expenditures are considered norm.al for proper upkeep of the. systems, 
However~ the addition of microwave equipment at Coos Bay\J Oregon should permit 
clearer reception of a greater number of stations ond will allow the Company a rate 
increase in that area.. A rate increase of $0.50 per month .in PottsvilleD Pennsylvania 
will go into effect ln September of this year since the Compaey has increased reception 
faolllUes so that a greater number of channels will he available to the 6~ 000 viewers 
iii that area. 
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TELEVENTS CORPORATION • 3 -
Progress Report (continued] 

The Companyws long term debt has been reduce<.J by $375u 000 since 
Augusto and cash flow has increased every month since Deoemberw 1962. Televents11 

operations are on schedulev and we continue to be impressed by this cost-conscious 
management~ 

JMF:lh 
6-3-63 

John W, Bristol & Co~~ Inco 

,,,. 
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JOHN W. BRISTOL 8c CO. 
IN CORPORATED 

233 BROADWAY 

NEW YORK 7 , N . Y. 

CORTLANDT 7 ·11 37 

Memo to Mr o Leidesdorfi Chairman 
Mr. Hochschild 
Mr. Mitchell 
Mr .. Shanks 

,J1DJ.e 32 1963 Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

UNITED ARTISTS CORPORATION 

.J?rom-:ess Report 

HOLDINGS: 
Book Cost Market Value Income 

6% SUbordfnated Notes due 2-1- 76 

So 000 Warrants Exercisable at $3'1. 50 
expiring 2-28-67 

CAP.(TAL.IZA TION ~ 

Long Term Debt 
Common & &'urp!us 

(1, 74lu 473 sbru.•es) 

$2460000 

$ 60000 

Book Value 
Decl.'\m.ber 29t 1~62. 

~OOJ tl>: 
$58;, 132 68. 9% 

49.,._71Q. _4:1. 1 

$98~842 100.0% 

$24:5P000 $J.5P000 

$ 5POOO 

Market Value 
May 24e 1963 

(000) (N>) 
$ 68~ 132 53. 5% 
. , 50e 600. 46. 6 

$108e732 100.0% 
• :aea• es , 

Note: Warrants outstanding evidence right to purchase 200~ 000 shares of 
common stock at $37 .. 50 per share. In addition~ 750 000 shares are 
raserved for possible issuance to notaholders at $38.33 per share. 

RECENT OPERATING STATJBTICS: 
GROSS INCOME ¢$00.fil NET PER SHARE 
~~62 __!~ !962 __ l!.161 

1st Quarter $ 32~ 138 $ 27,069 $0.53 $0.51 
2nd Quarter 300048 S0.991 0.62 0.59 
3rd Quarter 29p G43 27; 488 0.63 0.65 
4th Quarter 34e981 ~461 Q.41 0.59 

YEAR $126L~;t.0 _$JlJ?. 999 $2.19 ~2.34 
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IT'l'gJ) ARTISTS CORP 2~ 

"' .. ..,gress Report ~~ontinm""d 

.QQMMEfil'g 

Since the present m.ana.gement acquired United ArtiDts {UA.~ in 1951 Crom Charl('B 
Chaplin nud Mary Plokford the Company~s operations have bef'n nlmost completely change<l 
so that UA ls now baslcwlv a financing and distributing age.nt. ior independent producers of 
motion pictures U owns no studios,_ baa no stars under contrwt and is not df.reotly 
involved in the aetu.al making of. pictures 

As th~ above r;tatlAtf cs indlcat,c- the Companv•s revenues increased about 12% in 
1962 but net earnings per common share declined 6% froll\ $2 ~4: to $2 19 Theat:1 
eamings we"rP di?finlt0ly diBappofnting and managemant attributes thum to the following 
factors! 

(1.) During the fourth qw1rter tl1e Company'1s accountruits. P~at. Marwick 
Mitohell & Co, , inl'.:ret...'1od amortization of old pictures by !lbout $1 1 
milUon, This wo.s a non l'f'currJ.ng Increase.. 

(2~ The Unitnd Artiata l'elevision Division ~orme.dy Ziv) operated at abOut 
nn ~800. 000 d""O.Olt ln 1962 .. 

((8) Gross revenues of cerlain movies werr.- subatantiall.v below budget 
Particulrill'ly disappointing films included: "Taras Bulba"~ "Judgment 
n1 Nure~rg". "P:resaure Point"9 and "A Child I~ Waiting". 

(4' The Company's bl'' l'.'8W increased from 44 5% in 1961 to about 47 8% lo 
1962.. Manageme,nt bcllflVes an overall t11~ rate of about 4B% will persist 
Jn the foreseeable future., 

The outlook for United A rtista in 196.3 appearB more promising in the television 
area,. but le not particularly improved 1n the movie segment of thtr1 business, Since 
1960 the Company 1s tr-lcviaion subsidiary h!lB been at a dlsadvantagf.' in the industry 
because ite specialty bas been syndic6tion which is the sale of T V programs to 
indEipend{int stations.. Moanwhlle, th9 independent stations were utilizing more and 
more network· arrang·ed shows l.n the Fall season of 1962 UA had only one hour of 
network Ume However1 starting in September~ 1963 UA w.ill have at least 4 1/2 
houi-a of netwol'k time, ManagemPnt expects th!lt tbio substantial increase in network 
scheduling will permit the T V division to operatr at less of n deficit in 1963. and at 
a profit in 1964. 
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lhU'fE.D AHTISTS CORP 
Progress Uoport (continuedi 

-3 

In 1963 the Company will introduce about 24 new moviC's nnd a number of them 
are e.:xpected to gross in CJtceas of $6 million. Also_ about $15 million of the gross 
from "West Side Story" is expected to llow into United Artists~ 1963 rC1venues. About 
the same amount was included lo 1962 revenues. Offsetting factors which will probably 
not: permit net earnings to increase in 1963 include ; higher interest charges as a result 
of the $10 million long t.erm financing completed in th~ second half of 1962, and the 
absence of movie salf:>s. for use on television~ which occurred in th~ first quarter of 
1962 , 

At till& ti.me 1lldllat...emcnt is nwst optlrnlbfk about two m0vieB currently beint; 
filmed wlu~h appear to ha'v<:.' grosE> rev~nuc lJOlcntials t:.Ubbf:antially in ~x:ccss of any 
movie being distributed by the Company. The movies are ''ltvs a l\Iad, Mad~ Mad. 
Mad World 11 produced and directed by Stanley Kramerv and "The Greatest Story Ever 
'fl>ld"~ au udaptation of Fulton Oursler1s book "Life of Chri&t"g produced and directed 
by George stevens. Botl1 of these movies will be shown in the perfected on~panol 
system of Cinerama and will command higher box-office prices than ordinary movies. 
The first will be introduced in Octoberg 1963 o.ncl t.he latter in July 1 HJ64 , · 

'l'he Company oontinuE\s t.o have an impressive backlog of new movies with 26 
to be released 1n 1964 and at lt~98t 21 ln 1965" We would expect net es.rnlngs per common 
share to total about $2 00 in 1963, but can visualize significantly improved earnings in 
1964 if the Television Division becomes profitable0 and if the two nbove mentioned movies 
meet managements expectations. 

During 1962 United Artists' total interest requirements were covered 3XQ and 
the bonds aontinue to have adequate interest and asset coverage. The common stock is 
currently selling at about $29 per share~ or 13. 2X 196Vs earnillgsp and the $lo 60 
dividend yields about 5 .. 5%, The exercise price of the warrants ls $37. 50 or about 
30% above the current 111ancet price of the common sto~\:. 

JMFnlh 
6-3-63 

John W Brletol & Coo.. Inc , 
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JOHN W. BRISTOL 

CHARLES W . CALL, JR. 

EDMOND COTTY 

JOHN M . FELLEMAN 

CAPITALIZATION: 

JOHN W . BRIS T OL 8: CO. 
I NCORPORATED 

233 BROADWAY 
NEW YORK 7 , N. Y. 

CORTLANDT 7-1 137 

Memo to Mr_ Leidesdorf11 

Mr., Hochschild 
Mro Mitchell 
Mr .. Shanks 
Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

PHOENIX INSURANCE CO 

Chairman 

Book Value 
12-31-82 ~-

Market Value 
4-12-63 

Common ~62p 400 shares~ $160P2330 000 $120~000,000 

ri'> - Exclude.!_ Company11s equity in unearned premiums of about $28, 00011 000. 

COMMENT: 

Phoenix Insurance Co, was established in 1854 and is regarded as one of 
the fine old names in the American Insurance Industry~ The Companyva premium volume 
was divided at end of 1962 about as follows: firey 61. 2% and cuualty9 38. 8%0 

The Companyve management was strengthened in 1961 through the election 
of a new President and Chief Executive Officero Management brought in new casualty 
division executive and set-up profit campaigns for its agents. The Companyvs under
writing experience was better 1n 1962 than in any year since 19530 

Phoenix Insurance Co., certainly qualifies as n possible takeover candidate. 
Connecticut Generalva 1961 court victory over the Insurance Department of New York 
regarding its right to acquire control of a firG-casualty insurer and subsequent acquisition 
of .Aetna Insurance openB the way for a aeries of such takeovers. New York ha.a now passed 
legislation permitting such acquisitions by life companiesp those domiciled Jn the state as 
well as those transacting business there •. Conneotiout Generaivs exchange-of-stock offer 
for Aetna represented a premium of about 40'£ above market and was equal to about 106'1 
of Aetna's net worth. 

At its current mo.rket price of about $125 Phoenix Insurance sells about 
55% less than ita estimated March 3 lv 1963 book value of $195.. Phoenix has a high 
quality portfolio of common stocks .. 1.B .. M.p Standard Ollp NoJ•v First National City 
Bank9 First National Bank of Chicago~ and General Electric are the five largest stock 
holdings. 

Phoemxv common stock appears to offer good value at 15x 1962es invest
ment income of $80 27 per shareo lnvestmen~ Income has grown every year since the end 
of World War ll and should increase to at least $8. 60 per share in 1963. The possibility 
of a takeover also offers an opportunity for significant capital appreclaUon. It should be 
pointed outo howevero that the timing of such a takeover !a uncertain. 
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Phoenix Insurance Company 
(continued) 

-2-

1. Per Share statistics: 

Stat. 
Underwriting 

Year Gain/Loss 

1958 $ -8.49 
1959 -1.59 
1960 - 2.67 
1961 -7.29 
1962 -4.66 

2. F1Danc1al: .,00) 

Year 

1958 
1859 
1960 
1961 
1962 

JMF:lh 
4-15-U 

Total 
Admitted 

Assets 

$2490 '197 
25'1, 251 
26011659 
300,880 
288,289 

Change 
1n Prem. Net 
Be serve Investment 
Equity Income Taxes 

$ - .04 $6080 $ .02cr. 
- 2.73 6.61 .06 
- 1.09 1.06 .22or. 

1.49 '1 .40 .08 
2.93 8. 2'I .06 

Surplus 
& Special 

Reserves 
Qap1tal (Cub Basta) 

$100000 $11&e 666 
100000 128,269 
100000 1310180 
lOpOOO 16211 '111 
10"000 14011283 

Net Income 
After Dividend& Plow- Price 
Taxes Paid Jl~- ~ 

$ - 2.21 $3.00 $ -5.21 88-57 
2.23 3.00 - .77 85-71 
3.52 3.00 . 52 84-'15 
1.52 3.oo - 1. 48 143-81 
6.68 3.00 3 .. 68 136-82 

Adjusted 
Reserve for Losses Book Value 
and Loss Expenses Unearned (CUe Bala) 

& Other Beaerves Premiums (Ugo Valo) 

$4211358 $800 '1'13 $161.34 
45ul81 '13,861 158.38 
4711975 '11, 604 166.85 
52,378 '1611 '141 199.52 
5411031 841102& 189.76 

John w. Bristol & Co. 11 Ino. 
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JOHN W. BRI STOL 

C HARLES W . CALL, .JR. 

EDMOND COTTY 

JOHN M . F ELLEMAN 

April !Op 1963 

J OHN W . BRISTO L 8c CO . 
IN CORPORATED 

2SS BROADWAY 

NEW YORK 7 , N . Y . 

C O RTLANDT 7 -1 13 7 

Memo to Mr .. Leidesdorf11 Chairman 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr. strauss 

JNSTITUTE FOR ADVANCED STUDY 

MIDLAND ENTERPRISES,, INC .. 

Progress Report 

In November, 1966 the Institute purchased at par a $2001> 000 
particlpotion in a $'1" 50011 000 private placement of 5 1/2% First Preferred Mortgage 
Bonds due December lp 1966. Sinking fund payments have reduced the outstanding 
commitment to $128p 000 .. 

The bonds~ which are non,oallable" constitute a first lien on a. group 
of steel barges and towboats owned and operated by Ohio River Company» a wholly
owned subsidiary of Midland Enterprises.. M!dland Enterprises, on a. consolidated 
basis., has long term debt outstanding in the amount of $17 ~ 480~ 000 and has a book 
equity of $7p1oog 000. Of the total debt outstanding over 65% matures subsequent to 
1966. 

For the year e:ndad December 8le 1962 interest coverege on a 
consolidated basis was 5. 47 times which compared with coverage of 4Q 38 times ln 
19GL In addition depreciation is currently more than twice interest charges so that 
on a cash bnaie interest coverage is 'l. 51 timesn Net income plua depreciation in 
1962 amounted to more than 1.6 times debt retirements scheduled for 1963. 

In August~ 1961 Midland Enterpriseso Ino .. was acquired by Eastern 
Gas and Fuel Aseocin.tea for common shares having a mal'ket value at that time in 
excess of $B, OOOo 000 .. While this does not change tha contractual relation between 
thf.i lenders and Midl.a.nd Enterprises it doea lend credence to our belief that Midland 
Enterprises ls in very sound condition 

cwc~lh 
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JOHN W . BRI STOL 

C HARLES W. C A LL, JR. 

EDMOND C OTTY 

JOHN M , FELL E M A N 

JOHN W . BRISTOL 6: CO . 
I NCORPORAT E D 

ass BROADWAY 

NEW YOR K 7 , N . Y . 

C O RTLA N DT 7 · 11 37 

INS'ITI'UTB FOR ADVANCBD STUDY 

REVIBW OP NA'IURAL GAS HOLDINGS 

April 10, 1963 

Recommendations: 

SBLL 

4, 950 abares Atlanta Gas Light. common st.ock 

Book Cost: 
Present Market Value: 

$ 49,802 
$138,000 

Atlanta Gas' erratic record of earnings can be traced to the year-to-year 
winter weather valuations in the Compaily' s territory, which are expressed in degree 
days - the higher the total of degree days for a heating season, the colder the · weather 
experienced, For the Atlanta area, the average annual degree days are 2, 800a 

Per Share Degree 
~8 Days 

1956 $1.38 2,883 
1957 1.04 2,239 
1958 1.28 · ·3, 323 
1959 lal4 2, 795 
1960 1057 3,219 
1961 1042 3,109 
1962 1.28 3,039 

Due 1X> weather conditions, therefore, Atlanta Gas' earnings have espoused a 
cyclical pattem rather than susta~ed growth as is generally the case for public utilities. 

It is expected that the Company's earnlDgs for the 12 months as of March 31. 
1963 will be up sharply fn view of the severe past winter. This ls apparently already 
re.fleeted fn the price of die common stock, which ls traded at its all time high of 29. 
In consideration of the unpredictable pattem of the Company's earnblgs, it is suggested 
that this opportunity be seized to sell the Instituter a small holdingo 
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Review of Natural Gas Holdlngs - 2 -

SELL 

2, 420 shares Consolidated Natural Gas, common stock 

8>ok Cost: 
Present Market Value: 

$ 57,514 
$140,000 

Consolidated Natural Gas' eam1ngs record bas been quite dlsappolntlng: 1962 
resUlts of $30 14 per &hare were well below the 1957 peak eam1Dgs of $3. 41 ~ except 
for 1961, were below the earnlDgs reported. since 19550 , . 

This situation has resulted from a gradual erosion or the recum an net plant 
from 6 .. 7% in 1957 to the present So 530 This is directly attributable to the higher 
prices paid for gas without compensating rate relief.. In order to correct dlis sttuationo 
the Company applied for rate Increases in auo and Pennsylvania aggregadng $35 mil
lion which, upon preliminary negotiations. have been reduced to $22 mWiono A declBion 
ls not expected for a number of months, but it ls generally antlclpated that, when amt lf 
approved. the actual rate Increase will not exceed $10 milltono which would add 50.t 
per share to earn1Dgs after taxes. 

Inasmuch as the price of the stock seems to dlaco\Dlt at least tO some estent 
the benefits to be derived from the rate Increase, the sale of the Institute' s small 
holding in Consolidated Natural Gas ls recommended. 

• 
• • 

Consideration could be given to use the proceeds of the sale of the Atlanta Gas 
Light and Consolidated Natural Gas holdings aggregating $275, 000 for the p.ttcbaae of 
8, 000 shares Houston Natural Gas, common stock, whoae present investment merits 
are dlacussed ln the enclosed memorandum. 

BC/hm John Wo Brlst.ol & Coo • Jnco 
Bnco 
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Arbnsas Louisiana Gas 

Atlanta Gas Ltgbt 

Colorado Interstate Gas 

Consolidated Natural Gas 

Peoples Gas Light &: c.oke 

Pioneer Natural Gas 

Southern Union Gas 

INS'ITIUTB FOR ADVANCED snJDY 

NATURAL.GAS COMPANIBS 

Present 1962/63 Net Bamtngs Per Sbare 
Prtce Price Range 1961 1962 

31 '3 - 24' $1.71 $1.73 

28 28 - 21 1.42 1.28 

4.0 so - 34 2.92· 2 .. 95 

59 65 - 46 2.85 3.14 

49 53 - 37 2.25 2.44 

33 S5 .. 24 1.25 1.'2 

28 30 - 22 1.48 1.53 

Growth Rate 

Arkansas Louisiana Gas 
Atlanta Gas Light 
Colorado Interstate Gas 
Consolidated Natural Gas 
Peoples Gas Light & Coke 
Pioneer Natural Gas 
Southern Union Gas 

1957-62 

ll.83 

10.7 
7.9 

B.1963 

$1.95-$2.00 

$1.30 + 

3.00+ 

3.30 

2.50 

1•57 

1.65 

1960-62 

11.4% 

6.4 
14.3 
10.S 

P/B Ratio 
1962 Dlvtdend Yield 

17.9X $1o00 3.2% 

22.0 1.00 3.6 

13.S 1.25 3,1 

18.8 2.30 3.9 

20.0 1.64 3.3 

23!2 1.0• 3.1 

11.9 1.00 3.6 
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JOHN W. BR I STOL 

CHAR LES W. CALL, JR. 

EDMONO COTTY 

JOH N M . FELLEM AN 

J O HN W . BRISTOL & CO . 
I N C O R PO R AT E D 

2.33 B ROA D WAY 

NEW YOR K 7 , N . Y . 

CORTLANDT 7·-11 37 

Memo to Mr. Leidesdorf, Chairman 
Mr. Hodlsch1ld 
Mr. Mtix:hell 
Mr. Sbanke 

April 11, 1963 Mr. Strauss 

IN6TmTl"B FOR ADVANCBD STUDY 

HOUSTON NATURAL GAS CORPORATION 

Common Stock 

Recommendation 

Purchase of 8, 000 eb&res .. Approxo · $270, 000 

Present 1962/63 Net Barntngs Per Share• P/B Ratio Current 
Price PriceR~ 1962 B.196.3 Poss.;1964' B. 196.3 Dividend Yield 

35 35 - 21 $1 .. 40 $10604'• $1 .. 90 21. 7X $0 .. 80 2.3% 

• Fiscal Year: July 31. 
•• Fully diluted.. 

OPBRATING RBCORD 

FIB. Yro Degree Total Balo to Barninga Dlvkkmd 
Bllded 

July 31 

1957 
1958 
1959 
1960 
1961 
1962 

Days Revenues Com. Per 
% of Norm.• (Mills.) . jMllls.) Share 

70 $2607 $1.6 $ 091 
117 34o4 2.3 1.,08 
112 36o4 2. 1 .92 
130 47.5 . 3.5 1.47 
105 4706 3.4 1.26 
78 49.0 3o7 1.40 

• 8ased on average of 1, 276 degree days for 1922-1950 as 
published by the U. & Weather aireau. The Jllsher the 
total of degree days for a heating season, the colder the 
weather experlencedo 

All figures adjusted for 5-for-4 split in March 1963. 

Per . 
Share 

$0048 
.52 
.52 
.52 
.64 
.64 
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Houston Natural Gas Corporation - 2 -
Common Stock (continued) 

BACXGROUND 

Houston Natural Gas Company and its subsidiaries comprise an Integrated 
natural gas company engaged In all mases of the natural gas business. Distribution 
operations are canted on by the plrent company In more than 100 Texas Gulf Coast 
cities. The load center is In Houston and surrounding areas, a territory which the 
Company has shared \YUh United Gas Corporation for a number of years. Houston 
Pipe Line C.Ompany, a wholly-owned subsidiary purchased In 1956, operates a ptpellne 
system extend1ng from the Louisiana border to Corpus Christi, and thus baa access to 
nearly all of the rapidly growing Industrial areas along the Texas Coast. Houston 
Natural Gu Production Company 1s engaged In a modest way In oil and gas production 
and bu recently acquired an interest In a small plant that will extract 11qu1d hydro· 
carbons ~om natural gas. Thia subsidiary' e prineipal production properties were 
acquired from McCarthy Oil 8t Gas Corporatioii in 1957 under a reserved oil and gas 
production payment that 18 ex~ted to be completed In 19640 Of coJlSOltdated operating 
revenues of about $49 mWton for flscal 1962, rou&hlY SOI are obtained from the non~ 
regulated sale of gas to industrial customers, 43% from regulated sales of gas to 
realdemtial and small commercial customers, 6~ from ·the traltBportation of gaa, 
sale of oil and COD.de.asate. 

• 
• • 

'Ibe i>llowing developments enhance the outlook for Houston Natural Gas' 
revenues and earnings which, assuming normal weather condltlons, could reach 
$2. 20 per share in 1965: 

a) Rate Increases 

The Company was granted In 1962 various rate increases totalblg about $20 5 
mWion on an anm1aJ basts, inclucllng $1. 2 mWloD Sn Houston. ,An estimated 46% of 
higher rates, or about 40¢ per common share, should carry down to after tax earnings 
and be reflected as follows OD a fiscal year basts: 7¢ In 1962. 24¢ 1n 1963, and 9j In 
19640 

b) Impact of Weather Conditions 

An important feature of the new rate sdaedule is an increase In the minimum 
bWing charge which should lessen the effect of weather OD futllre earningso 
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Houston Natural Gas Corporatlon - 3 -
Common Stock (continued) 

c) Conversion of Preferred Stocks 

In 1956 the Company issued 100, 000 preferred shares c.onvertlble Into 
725,.()()0 common shares (adjusted for subseqlient splits and st.ock: dlvtdends). As 
shown in the above table, the lssuance of approximately 575, 000 shares ln exdl&nge 
for such preferreds has slowed down Since 1957 the growth in per share earningll. 
At the end of the first quarter ended October 31, 1962, an additional 62, 000 shares 
bad been Issued, leaving a maximum of 90, 000 shares to be created in exchange for 
the balance of preferreds. 'Ibis represents only 43 of the shares now outstanding. 
Potential clllutton of per share earntngs wW be nominal from now on. 

d) McCarthy Oil & Gas Corporation 

In 1957 the Company acquired the production properties of McCarthy Oil & 
Gas Corpomtion under a reserved oil and gas production payment. This is expected 
to be liquidated early ID 196., after which these properties may contribute an 
esdmated 12¢ - 16¢ to per share earDinga on an annual bas18o 

e) The NASA Manned spacecraft Center 

'Ibe Company was awarded the contract to supply the full gas requirements of 
the NASA Manned Spacecraft Center t.o be completed in 1964 near Houston. 1be impact 
of this Center on the Houston area "11 be measured by the following projections stated 
by President Kenn~ ln a speech at Rice University In September 1962: .. Durmg. the · 
next five years, the National Aeronaudcs and Space Admln1stratlon exP,eCta to double 
the m1mber of sclen.tlsts and· euglneers In this area - to increase its outlays tor aalarles 
and expenses to $60 Million a year - to Invest some $200 Mlllt0n here in plant and labo
ratory facllldes - and to direct or contract tor new space efforts at the rate of $1 Blllton 
a year from this space center alonel" 

It le predicted that as many as 6, 000 different buslnese firms wW be required 
to serve the widely dlversWed needs of the NASA project within the next decadeo 

All the above factors point to an acceleration in the growth of Houston Natural 
Gas' per share earnings whlcli, under normal weather conditions, could reach $1. 90 in 
196f and possibly $2. 20 In 1965. · 

Althoup the stock i.8 currently traded at its all time hjgh, the improved prospects 
justify fully the pirchase of. that stock. 

BC/bm JObn w. Br1stol. Co., Inc. 
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JOHN W . BRISTOL & CO . 

JOHN W. BRISTOL 

C H AR l..ES W . CALL. JR. 

EDMOND COTTY 

JOHN M , FELLEMAN 

IN COR PORAT ED 

233 BROADWAY 

NEW YORK 7, N . Y. 

C ORTLANDT 7 • 1137 

INSTITUTE FOR ADVANCED STUDY 

&JuitY Holdings in Excess of $500, 000 

as of March 31e 1963 

3. 900 she. International &leiness Machines 
210 224 shs. Texaco lfnco 
lSe 000 shs. Louisiana Land & Exploration 

700 shs~ Superior Oil California 
15, 426 abs. Falconbridge Nickel Mines Ltd. 

lOo 500 sbs.. Newmont Mining 
1, 000 shs. Great- Vkst Life Assurance 

170 201 shso Gulf OU 
14, 250 shs. Allied Chemicsl 
18, 000 wts. Coastal States G. P. • $2. 50 

11, 520 shs .. Peoples Gas Light & Coke 
16, 000 sbs. Peabody Coal 
10, 000 sbs. Southern Company 
3, 600 shs. Connecticut General Life J:ns. 

11, 000 aha. Royal Dutch Petroleum 

15 Largest ECllity Holdlngs ln % of~ 

F.qulty J.>ortfollo: 
Total Assets: 

Book Value 

$ 7,000 
218.000 
70.148 

110,300 
436~994 

309.797 
356,748 
96,450 

616,988 

163,295 
203,861 
356,527 
2210090 
303,016 

~_47lp209 

393 
293 

Market Value 

$ 1,642,000 
1, 401, 000 
102300000 

9150000 
841.000 

777.000 
730,000 
7220000 
641,000 
612. 000 

576.000 
560,000 
550~000 

533,000 
517»000 

112D254g000 
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.JO H N W. BRI STOL 

CHARLES W. CALL, JR. 

EDMOND COTTY 

JOHN M . F E L.L.EMAN 

JO H N W . BRISTOL & CO. 
I N COR P ORA T E D 

233 BROADWAY 

N EW Y ORK 7, N . Y . 

CORTLANDT 7-1 137 

INSTITUTE FOR ADV ANCBD S'IUDY 

Bguity HolcJ1ngs Below $200, 000 

as of March 31, 1963 

5, 000 shs. Middle South Utilities 
4, 000 shso Federated Department S1Dres 
2, 000 shso Bristol Myers 
6, 000 she. Russell Stover Candies, Inc. 
7, 000 shs. Industrial Acceptance Corpo • 

4, 000 shs. Norwich Pbarmacal 
4, 000 abs. UpJohn Company 
2, 420 abs. Consolidated Natural Gas 
4, 950 abs. Atlanta Gas Light 
2, 750 shs. Harris·lntertype 

5, 050 abs. Mergenthaler Linotype Co .. 
10, 000 abs. Nordl American Coal Corp. 
6, 000 abs. Canadian British Alumtntum Ltd. Cl. A 

• Progress Report is enclosed. 

Book Value 

$ 28,932 
9,896 

141, 546 
120,000 
219,780 

135,154 
138, 169 
57,514 
49,302 

116, 151 

85,083 
171,693 
61,727 

tb3M,~947 

Market Value 

$ 195,000 
184,000 
182, 000 
180,000 
171,500 

160,000 
156,000 
1"5, 200 
138,600 
132,000 

126,250 
85,000 
50,280 

_lb_905, 830 
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JOHN W . BRI STOL 

C H A R L ES W , CALL. JR. 

E D MOND COTTY 
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JOHN W . BRISTOL & CO. 
INCORPORATED 
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C ORTL ANDT 7· 11 37 

INSITlVrB FOR ADVANCBD STUDY 

INDUSTRIAL ACCEPTANCE CORPORATION 

Common Stock 

Progress Report 

Net Earnings Per Share P/E 

Aprll 11. 1968 

Present 
Price0 

1962/63 
Price Range 1961 1962 Ratio Dividend Yield 

26 34 - 19 $1.99 $1.85 l4X $1000 3.8% 

111 Canadian dollarBo 

REVIBW OF 1962 OP BRA TIONS 

During the first six months of 1962, Industrial Acceptance Corporation's net 
income was at par with that of the corresponding period of 19610 Dllring the second 
half, earnings declined 14% in relation to 1961, so that net earnings per share for the 
full year declined 7'fo. 

Industrial Acceptance's Unfavorable showing du.ring the second half of 1962 
rellects the impact of the measures which were advocated in the Canadian bud~t 
message and enforced in June 1962, namely the devaluation of the Canadian dollar, 
the austerity program, and the increase in the discount rate to 6%0 Reflecting the 
sharp increase In Canadian interest rates during the third quarter of 1962, Industrial 
Acceptance's interest expenses as percent of earned income rose to 300 6% .from 25a 6% 
the preceding quarter .. 

Since August 1962 the Canadian discotmt rate has been reduced three times 
from 6% to its present level of 4% and the yield on Canadian Treasury Billa has declined 
from So 1% to about 3. 8%0 The decline In Canadian interest rates is of course beneficial 
to Industrial Acceptnnceo It was not 1illly retlected in its fourth quarter resultsp although 
lilterest expenses as percent of income were 290 2%~ down from 30 .. 63 in the third 
quartero 
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Industrial Acceptance Corporation - 2 w 

Common Stock (continued) 

In 1962 ·the losses incurred by Industrial Accept.a.nee Corporat1on°s consolidated 
subsidiary, Merit Insurance Company, were down to $9~3 million from $1106 million 
in 19610 The losses incurred during the fourth quarter of 1962 were equivalent to 10% 
of the Industrial Acceptance earned income, the best such ratio since the fourth quarter 
of 19590 Obviously Industrial Acceptance ls meeting some success ln its effort to 
straighten out its insurance subskllary' s operations in enforcing stricter underwriting 
rules .. 

· At the end of 1962, the Company's receivables amounted to $606 million, as 
against $534 million at the end of 1961 and $547 at the end of 196Go Therefore, not
withstanding the UDBettled economic and financial conditions which prevailed in canada 
in 1962, the Company's volume of business increased to new highso 

At the end of 1962, Industrial Acceptance acquired the Sovereign Life Assurance 
Company of Winnipeg, Canada. a small but fast growing company with insurance in force 
of $219 million at the end of 1962. 

1963 PROSPBCTS 

As underlined above, the improvement in the Canacllan interest rat!! structure 
should lead to a gradual improvement in Industrial Acceptance's operating eamlngso 

The earD1ngs performance should also be helped by the Improvement in the 
underwriting result.a of the Merit Insurance Company. 

PRBSBNT INVESTMBNT MERITS 

1) Industrial Acceptance is Canada~s leading finance company. In view of the 
Compe.ny' s standing, the common stock is a high grade holdingo 

2} It is available currently at 14X relatively depressed 1962 earD1ngs and at 13X 
possible 1963 earnings, a relatively moderate appraisal. 

3) The current economic and money market trends in Canada are favorable to 
Industrial Acceptance' B own economics. 

4) 'Ihe $1. 00 dividend? equivalent to 503 of the Companyg s "normal" earning 
power, provides at present a yield of 3.83. It bas been Industrial Acceptance9 s policy 
in the past to increase gradually and annually the dividend rate and an increase later on 
this year ls likely lf earnings improve as expected. 

BC/bm 
Bnc. 

John W. Bristol &: Coo , Inc. 
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INDUSTRIAL ACCBPTANCB CORPORATION 

QuarterlI Income Statements 
$'000 

1961 1962 
1. 2. 3. 4. 1. 2~ 3. 4. 

F.arned Income $20,872 $20.550 $20,632 $22,298 $19.978 $19,999 $20,585 $21.803 
Less: Interest on notes 4,951 4,758 4,224 4',071 3,970 3,879 5,066 5,261 
Debenture interest 977 990 1, 122 1,123 1,186 1,250 1,235 1,215 

(Total Interest) (5, 948) (5, 748) (S,"3'6) (5, 194) (5, 156) (5, 129) (6, 301) (6, 476) 
Insurance losses 3.226 2,479 2,656 3,238 2 •. 703 2.073 2,336 2, 184 
General & admiD. (incl. depreciation) 6,103 6.456 6,147 6,182 6.422 6,734 5,994 6,687 
Net before taxes $ 5,595 $ 5,867 $ 6,-183 $ 7,684 $ s .. 697 . $ 6,063 $ 5, 954 $ 6,477 
Income taxes 2,968 .2,870 ~.303 3,952 3,051 3,019 3,073 3,291 
Net Profit $ 2,627 $ 2,997 $ 3.180 $ 3,732 $ 2,646 s 3,044 $ 2,881 $ 3, 186 
Preferred dividends 215 215 211 211 210 209 207 206 
Net to Common $ 2.•12 $ 2,78~ --- $ 2,969 $ 3,521 $ 2,436 $ 2,835 $ 2,674 $ 2.980 

Shares outstanding 5,656 5,758 5,792 5, ss·s 5,887 5,887 5,889 5,889 
Earned per share $ • 42 $ .'8 $ .51 $ • 59 $ • 41 $ .48 $ .45 $ • 51 

Analysis 
Total interest as % of earned income 28.53 21.93 25.9% 23.3% 25.8% 25.6% 30.63 29.2% 
Insurance losses as % of earned income 15.53 12.1% 12. 9% 14.5% 13.5% 10.4% 11033 10.<1l-
General & admin. as % of earned income 29.2% s1.43 29.83 27.2% 32.1% 33.7% 29.1% 30.5% 
Pretax profit margin 26.8% 28.63 31. 43 3.f.5% 28.5% 30.3% 28.9% 29.6i> 
Apparent tax rate 53.0% 48.9% 50.9% 51. "% 53.63 49.8% 51.6% 51.0% 
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.JOH N W . BRI STOL 

C HARLES W. C ALL, J R, 

EDMOND C OTTY 

JOHN M. FELLEMAN 

JOHN W . BRISTOL & CO . 
IN CORPORATEO 

233 BROAD WAY 

NEW YORK 7 , N . Y • 

C O RTLAN DT 7 · 113 7 

JNSTrIUI'B FOR ADVANCED SJUDY 

April 10, 1~ 

RBVIBW OF BLBCTRIC PUBLIC tmLITY HOLDINGS 

Statistical data pertaining to the InBUtute's electric public utility holdlngs 
are enclosed. 

The llst includes four companies which have adopted the "flow-through'' 
method of accelerated depreciationp according to 'Which the resulting tax saviDgs 
are included 1n net ~come without an offsetting provision ftJr deferred income 
taxeso This contributes to lessen the quality of reported earnings and distorts 
the actual growth in operating earningeo 

The moat obvious illustration of the impact of flow-through on companies• 
eamtngs ts Atlantic City .Rlectricp whose enclosed figures reveal that without 
flow-through benefits earnings have grown at a compounded rate of S. 3% per 
annum over the five year period 1957-62, as against a rate of growth of 73 on 
the basis of actual reported figures. In 1962 flow-through benefits amounted to 
31¢ per share, equivalent to 17% of reported earnings. Bx such tax benefits, 
eam1ngs were $1. 55, only 7¢ more than the a.arrent dividend rate of $lo 48. · 

We believe that Atlantic City .Rlectric ls overpriced under present market 
conditions and the sale of the Institute' s holdings of 7, 500 shares is recommended 
(book coat: $216, 545; present market value: $350, 000). 

BCJhm 
Bnco 
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JNS'ITI'UTB FOR-ADVANCBD S'ltJDY 

Review of Blectrtc Public UUllde• 

A. Compentes WJUcb "Normalize" Tu BeDeflia from Accelerated Depreciation 

Compounded Rate 
Market 1962/63 Net Ban1Dg8 Per Share P/B Ratio CUrrent of Growth 

I. Growlb Price Pr1ce Rage 1961 1962 B. 1963 1962 B. 1963 Dividend Yield Recent B. Future 

c.entral &: South West •1 -31 $1."8 $1.68 $1.80 26.0X 24.SX $1. 18 2. 7% 53 

II. Straddle Stock• 

c.aroltna Power &: Ught 65 66 - 4.5 2.39 2.68 2.80 24.0X 23.0X 1.84 2.8 7 6 

Central IDlnols Publ. Serv. 25 26 - 17 1.05 1.13 1.20 22.0 21.0 .80 3.2 6 6 

Gulf States Utilities 38 ". 27 1.31 1.59 1.65 24.0 23.0 1.12 2.9 4 7 

Louisiana Oas &: Bl. 36 40 - 25 1.40 1.53 1.60 23.5 22.5 .90 2.5 11 7 

Middle Soudl UtWUes 39 ~ . - 25 1.51 1.66 1•70 23.5 22.s 1.10 2.8 6 7 

Oklahoma Oas • Bl. 25 25 - 15 .19 .92 .95 27.0 26.0 .72 2.9 5 8 

Soudl Carolina Blectrlc .• Ou 58 58 - 39 2.24 2.35 2.45 2 .. 5 23.5 1.70 2.9 9 s 

Southern Co. SS 57 - 38 1.98 2.26 2.35 24.0 23.0 1.60 2.9 5 6 
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INSTITUTE FOR ADVANCBD STUDY 

R. "Flow 1brough° Companies 

AMBRICAN BLBCTRIC POWBJl (36) 

Reported Flow-1brough 3%Tax BarnlDga 
Barn1ngs Benefits Credit ex-tax adjusto Dividend 

1957 $1.06 $0o01 - $lo05 $ 0 70 1/2 
1958 1009 0.01 - 1008 .79 
1959 1.18 0.01 - 1.17 '83 1/2 
1960 1.24 Oo02 - 1.22 088 1/2 
1961 1.26 0.01 - 1.19 .; 95 
1962 1. 46 0.07 $0 .. 04 1.35 lnOS 
1963 Bo 1.60 

Compounded 
Rate of Growth 
1957-1962 6.5% 5.1% 

PI B Ratlo(l962)24. 5X 26o5X 
.. (Bo 1963) 220 SX 

Present Yield 3% 

ATLAN'IlC CITY BLBCTRIC (47) 

1957 $1.33 $0013 - $lo20 $ .87 
1958 1.45 Ool7 - 1.28 0 93 
1959 1039 0.20 - 1.19 1.00 
1960 1057 0.25 - 1.32 1. 10 
1961 1.65 0.24 - 1641 1.20 
1962 1.86 0.31 - 1.55 1.48 
1963 B. 1.95 

Compounded 
Rate of Growth 
1957/1962 73 5o3% 

P/B Ratio(l962)25.3X 30.lX .. (B.. 1963) 24.. ox 

Preaent Yield· 2. 7% 
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I "Flow 1brougb" Companies 
(continued) 

COLUMJIJS &: SOUTifBRN OHIO (73) 

- 2 -

Adjusted for Flow-Through 
Flow-Through Benefits 

1958 
1959 
1960 
1961 
1962 
1963 B. 

Compounded 

$2. 20 
2.70 
3. 25 
3. 42 
3. 54* 
3.75 

Rate of Growth 
1957- 1962 6. 5% 

P/B Ratio (1962) 20. SX 
(B. 1963) 19. SX 

Present Yield 33 

$0. 30 
0.41 
0.42 
0.41 
0.43 
0. 54 

33 Tax Barnlngs 
Credit ex-tax adjust. 

$1.90 
2.29 
2.81 
3.01 
3.09• 
3.21 

3. 8% 

22. 5x 

Dividend 

$1. 60 
1. 60 
1. 70 
1.90 
2.20 

• After Increase of depreciation reserve equivalent to $0. 26 pet share, non-recurrent 
expenses of $0c 09 per share, and excluding Income of non-consolidated subsldlarlea 
~f $0. 07 per share. 

VIRGINIA BLBCTRIC • POWBR (64) 

1957 $1.52 - ,. $ • 97 1/2 
1958 1. 62 - - 1. 02 1/2 
1959 1.66 - - 1. 10 
1960 1. 82 o.os - $1. 77 1. 20 
1961 2.06 0.08 - 1. 98 1.30 
1962 2.35 Oct21 ... 2.14 l . 40 
1963 B. 2. 60 0.25 0. 15 2.20 

Compounded 
Rate of Growth 
1957- 1962 9. 9% 7 0 f1fo 

P /B Ratio (1962) 27X 30X .. (Bo 1963) 2.._ SX 29X 

Present Yield 2.23 
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JOHN W . BRISTOL Be CO. 
IN CORPORATED 

233 BROADWAY 

NEW YORK 7 , N. Y. Memo to Mr. Leidesdo~f, Chairman 
.JOHN W . B RIS TOL 

C HARLES w . C AL.I.., .JR. 

E DMOND C OTTY 

J OHN M . FELLEMAN 

April ll, 1963 

c oRTLANDT 7.,,37 ~. Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

INrnTUTE FOR ADVANCED SIUDY 

AMERICAN ELECTRIC POWER 

Common Stock 

Present 1962/63 Net Barnlngs Per Share PBR Current 
Price Price Range 1961 1962 ' B.1963 B.1963 Dlvtdend 

36 36 - 26 $1.26 $1.46 $1.60 22.SX $1.08 

Recommendation 

SELL: 12, 858 shares. Book Value: $94, 450. Present 
Market Value: $460, 000. Income: $13. 887. 

Yield 

3% 

ABP' s investment st.anding is such that its common stock rates the earnings 
multiplier of a growth situation which, as attested by its past record and future prospects, 
it is notQ Bamings per share have grown and are anticipated to conthw.e to grow at an 
annual compounded rate of 5 J./23 - 63 or sllgbtly better than the average for an ·electric 
publlc utilities. Notwithstanding this average performance» its present prlce/earnlnge 
ratio of close to 25X 1962 eamt.ngs commands a 20% premium over the average 20. SX 
earnblgs ratio now prevailing for situations with a past and prospective growth rate 
comparable wUh AEP' s. 

For several reasons which are stressed below. we believe that the present 
premium for AFJ? is not fully justified and thus that the stock should be sold. · 

a) Deterioration in the Quall~ of Reported Barnings 

Am> has adopted the so-called "flow-through" method for accelerated deprec:iati()Jlp 
accordtng to which the reaultlng tax savings are shown as net income without accruing such 
savings as a provision for deferred income taxes. Contribution from that source to 1962 
earnings was $. 07 per share, the same as in 1961. 

Board of Trustees Records: Committee Files: Box 2: Finance Committee Information 1961-1964 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



... 

Amertcan ~ectrlc Power 
Common Stock (cont'd) 

- 2 -

It ls also flowing through to net income the 3% tax credit on new investments 
enacted by Congress ID 1962, which ls retroactive to January 1, 1962. Th1s new con
trlbutlon to net earnings bas amounted to $.04 per share in 1962. 

It ts not known yet whether A.BP wt1l flow through t.o net earnings any of the 
tax savings resulting from the new depreciation guideline. 

The more conservative alternative which ls used by the majority of electric 
publtc utllitles, ls. the "normaU.74tion" method which does not reflect the tax savings 
in reported earntngs. In addition and in common with most electric utilities, A.BP' a 
earnings Include interest charged to construction, the benefits of which vary from year 
to year. 

As a matter of comparison, Florida Power It Light, which has achieved a 
superior record of growth, excludes from reported earnings not only interest charged 
to coDBtrUctlon but also the tax benefits from accelerated depreciation and from the 3% 
~credit. Its stock is currently traded on the basts of SOX 1962 earnings and 28X 
tentative 1963 earniDgs. Should ABP report on the same basis. its stOclc would be 
traded now at 29X 1962 adjusted earniDg8 of $1. 25 per share and 27X tentative 1963 
adjusted earniDgs. 1bl8 comparison gives at least a measure of the present over
valuation of ABP (of course, lf tax aav1Dp were not flowed throulh. A.BP would pro-
bably be entitled to some rate increases). · 

· 1be htsh investment atandtng of ABP ls, at least ID part, a tribute to its former 
President, Mr. Sporn, now retired, who is considered as th4i' elder statesman of the 
Uo &. electric Industry. An engineer himself, he is credited with the post war con
struction of some of the most efficient electric plants In the Country. Mr. Sporn remains 
aa a Director and member ot the Executive Committee of ABP. 

Thanks ID part to ABP' s leadership, the efficiency of other electric utilities ts 
now catching up and ABP' s relative advantage ls declining. 

c) Revenue Growth Below Average 

ABP's revenues increased 83% from $192 milli011ID1951 to $352 million in 1961, 
while the total industry0s revenues inereased,durlng the same period 105%. ABP's net 
income rose during the period 12796, as against 125% for the whole industry. Over the 
flve year period 1956/61, however, ABP'a reve®es gained a2.13, compared to au 
industry gain of 36. 5% and net income 36. 33 against 37. 4% for the industry. 
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American mectric Power 
Common Stock (cont'd) 

d) Terrltm:y and Population Growth 

- 3 .. 

ABP' s substcliarles operate In seven states which are not pa.rttadarly desirable: 
Tennessee ts the home of TV Ai West Vlrglnla ts a chron1cally depresaed region; Kentucky 
has seen public power activities become more prenlent; and Ohio, JndtAna,. M1cbipD, 
and Vlrglnia do not allow more than standard returns. 

During die ten year period 1951/61, the po}Xllation of the territory served by ABP 
rose 13. 7%, well below the gain of 19% for ~e Nation as a whole. During 1ha.t period, 
the population of West Virginta actually declined, Kentueky'a Increased only 2.3%, and 
Tennessee's 7%0 

e) Vulnerability to Recession 

Close t.o 60% of the system's KWH sales and 4(J% of lts revenues are obtained 
from lndustrf8l customers. Th1s has not prevented ea.rniDgs from ahoWtng a year to 
year increase, but has slowed down the rate of growth durtng periods of' economic slow
down. 

f) Anticipated Rate of Growth 

NotwithstandlDg die lack of conservatism 1n the aCCOUDtlng practlces of A.BP, 
whlc:h ilJ flowing dlrough to net income all permissible Item• (rax sa'V'fngs from accelerated 
depreclatkm and die 3% tax credit), net earn1Dp are not exi>ected to grow at a taster rate 
than 6% compounded per anmun. Therefore, by 1965, optimum e8.rn1np can be appralaed 
at $1. 90 per share, on the basis of whlc:h die present price reflects a pr1ce/earn1Dp 
ratio of 20X 1965. earning8, which ts about .the valuation of comparible utllttle• on tile 
basts of dietr present oamtnpo 

BC/hm John W. Bristol & Co., Inc. 
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JOHN W . BRISTOL 

CHARLES W . CALL, JR. 

JOHN W. BRISTOL & CO . 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7·1137 

THE DRUG INDUSTRY 

September 14. 1962 

PharmacE'ul1cal manufacturers have enjoyed genujne growth in terms 
of services pPrformP-d salee t=>.arnings and net worth since the beginning of World 
War I Medicine has made spectacular advances in combating disPase dm·ing tlle 
past 2fi years No mon• encPuraging pn,of of the industry s progress can be shown 
than that from Hl37 to 1957 wh~m the life expectancv of American babiP& rose 8ome 
ten earE In 'Aoo itivn of its superior long term record the common stocks of trus 
induatry hR'\'C? far outperformed the stocks comp1•ising the Do :v Jones lndustrt.al 
A erage We had belie '"d c.lrug ::;t·>ckE. we1·e overpricPd l'Plat ·ve to their growth 
prospects and as 3 result have not recomn.ended their purchase since 19fiS 

Since May 1962 drug common stocks have suffered a severe pric~ 
correction along with other growth type stocks ln addition to the general market 
decJine these shares have been a.dversel) afff><'ted by a series of pollticallv motivated 
investigations such as the Kflfeuver probe the Justice Department ~wt agaiDF.st the 
Salk producers defen:.t ed in Court a.nd the Federal Trade Commission comphJ.nt 
against the antibiotic producers in Aui:;ust 1962 it appeared that any legislation regu~ 
lating the drug fnduslry coming out of Congress would be moderate Then wide and 
emotional prebs c0vcrage waa given to the tragic incidence in both foreign countries 
and in the U S of bh:th deformities aB a re3ult of a Ge:cman sleeping pill thalidomide. 
ThP timing of this publicity has !:,riven strong arguments for proponents of increased 
governmental 1 egislntiou regulating the drug industcy The net re1:>ult of this activity 
now appears to be more intensive regulation so that the rate of new product development 
will probablv b~ much slower and more costly than was cha:racterlstic of ... he mid-1950 Bo 

Following this unfot lun:ate thalidomide incident the drug stoclrn declined further. 

We have consistentlv believed that the long term O\itlook for the drug 
industry was favorable~ and despite thP. recent aclvP.rse publicity we feel the incluetry s 
future growth is as&ured The following bPalth problems are pres1.mtly unuer inuustry 
study and offex tremendous s1des potential to the industry, upon their successful 
treatment 

il) Cardiovascular~ renal diseases (diseases of the circulatory system and 
kiclnevj accou.ntecl for ab.Jut five of P.very ten dP.aths in rn6o 

2 Cancer accounted for approximately two of every ten de.aths in 1960 
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The Drug In lustry 
continued, 

@F The viral anti bacterial diseases such as influenza~ colds, staphylococcus 
infections and others affect the entire population ~.nd have not ye'i been 
conquered. 

(4) LitUe is known abuut neurological clisor'-.. ers such as Parkinsonism. 
epilepsy. cerebral palseyp multiple sclerosis muscular dystrophy~ 

and simil'-r disorders that affJfot over 5 million of our population. 

(5) Over 17 million people in the United States are suffering from some form 
of mental illness. While the mental health drugs have proven erJ~emely 
valuable in increasing the cure r?lte there are still no basic cures for 
some disorders. 

ffi) Although the corticosteroids have proven eif cctive for some serious eye 
diseases9 glaucoma auc.l cataracts are still blinding many people. Nearly 
one out of four blintl persons uver agp. 60 has cataracts. Glaucoma is the 
cause of about 14% of the blindness in peoµle over age 35 

(7) Many animal <.l saases and nutritional problems remain to be solved. 

(8) The decaying cli~or<lers that usually occur with olu s.ge ru:·e of particular 
interest to several leading <.lrug companies. This has created the sub
division of medicine known as geriatrics. 

These ar~ some of the ch.allenges that face the American pharmaceutical 
industry o The decade of the 1960 9s will not require drugB that cure but only drugs that 
alleviate some of these condi ions~ to proyide a very great impetus to drug sales. 

Regardless of these pos&ible drug innovations~ the industry ls insured of 
further volume growth because of the following reasons~ 

(1) Population growth. 

2 ) The expe~tation of life at birth is now considerably higher than it was in 
1939 and with increasing health programs and new medical methods it is 
expected that this trend will continue Thus. the potential market for 
cirugl) will be enlarged 
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The Drug Industry 
continued) 

(31 The sesments of the populatloo that generally consume more drugs t.ban 
any others are the agE" i;,roups unu_e:r 1~ and o er 70 .'he Depa-tment oI 
Commerce estimates that the growth of these two groups will be above 
average during the coming decade. 

'4 Personal disposable income has risen every year oince i947 at an 
average annual rate of 6% Continu.aii0n of fhls growth tr.ond is antici
paiec.l by most economists ancl as personal disposable income increases 
it will be possible for Americans to improve their health standards . 

(5 ThP United States per capital expemlitures for drugs have been in a 
strong gTowth trend since 1947 despite the fact that drug prices have 
declined since Worhl War ll 

(6) The Health Insurance Council of America indicates that a growing 
number of Americans are covered by var;ous forms of health 
insu1ance. There has been a strong growth trend in this coverage 
since the end of World Warn and it appears Jikely that this trend 
will continue; as it does it will provide an impetus for drug sales. 

(1) The importance of foreign markets to the major American drug 
companies has increased during the last several years. As per 
capita income incre:ises overseas, health standards will improve 
and the American pharmaceutical industry as the world leader will 
benefit from the P.xpected upgrading of drug purchaseso 

The American pharmaceutical inc.lustry satisfies all of the universal 
yardsticks desirablP. for· investment purposes. The industl·y has a secular growth 
trend of sales and earnings which ls g~nerally recession prooi. The companies in 
the industry have virtually no overcapacity pi'oblem and they ba'-!e sustained their 
high margins,, and high return rate on invested capital cluring the past several yea.J.•s 
The compani~ are very strong financially~ have low labo:r cost factors and spend 
over 5% of i:ales in new product research and <levelopment. New competition in the 
industry i~ limited by the necessity of high research expemlituresp large sales staffs 
::tnrl trade Mmes well known eithe t.o the medical orofessivn or the ultimate consumer" 

The following table sets forth slx of the best managed. divers!iled drug companies. 
whose prospects for the longer term appear vecy favorable o The severe pr lee 
corrections in the common stocks of Richardson-Merrell, Norwich Fbarmacal Coo 
a&d Cpjo~ more than clls.:ounts any new regu!ation ~ could teed to slow W:>wu the 
rate of new produ~ development. We suggefilt the purchae0 of these three common 
stocks at the present time and favor all of the companies included in the table on a 
longer term basts. 

john W" Bristol & Co.~ me. 
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Company 

Bristol-Myers 

Merck & Co. 

Norwich 

Rlchardson-Merrell 

Smith Kline & French 

Upjohn 

JMF :hm 
9-14'-62 

1961-1962 
Price 

- Rang~-

103 - 60 

95 - 60 

70 - 32 

112 46 

77 - 45 

59 - 29 

% Decline 
Current From 1961-
Price -- 1962 Htgh 

76 26% 

64 33 

32 54 

50 55 

50 35 

30 49 

·. 

% Compound 
Beto Annual Growth 
1962 1962(B} In Per Sh o Earn. 
Barn. PER. 1957-1962 (B) Divldeud ~ ---- ---

$2.85 26 o6X 16. 1% $1 . 20 1.6% 

2.65 24 .2 4.0. 1.60 2.5 

1.70 18.8 10.4 1.05 3. 3 

2 . 90 17.2 14' . 8 1.00 2.0 

2.05 24.4 7.8 1.25 2.3 

1.70 17 .7 6.7 0. 80 2.7 

John W. Bristol & Co. , me. 
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INSTITUTE FOR ADVANCED STUDY 

Shell 00 
she. held 

8.800 

Shell Oil of Can. Approx. 
shs. to be rec'd. Value 

1. 760 $23, 000 
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JOHN W. BRISTOL & CO. 
I NCORPORATED 

233 BROADWAY 

NEW YORK 7, N . Y . 

September 27. 1962 

JOHN W . BRISTOL 
CORTLANDT 7·1137 

C HARLES w. CALL. JR . orsTRJBunON OF SHEJ: l , l... co rn CANADA SHARES 

TO SHBLL OIL STOCKHOLDBRS 

Shell 00 Co. will dlstrlbute to its shareholders on November I. 1962, one share of 
Shell of Canada for every five shares held. Upon completion of that distrtbuUGD, public ahare
ho!ders will own approximately 4, 200, 000 shares of "A" stock representing 17. 5% of the total 
capitallzatton. The balance of the "A" shares and the totality of the "B" shares wW continue 
to he held directly or lndlrectly by untts forming part of the Royal Dutch - Shell group of 
companies. 

Shell Otl of Canada was founded in 1911. k ls a fully integrated company with auoual 
revenues to exceed $300 million an 1962. 

()perating Record 
6 months 

1959 1960 1961 1962 

Operating revenue {$ mUUoti) 206.6 245.2 278.1 159.9 . 
Depreciatloa, etc. ($ mWto!!A} 15.8 26.0 25.7 13.S 
Cash flow ($ million) 6.4 8.9 13.9 12.S 

(net income plus depreclatton. 
etc.) 

Per share0 ($) .26 .37 .57 .57 
Net profit($ million) {9.4) Cl7 .O) (11.8) (1.0) 
Per share0 ($) (.39) (. 70) {.49) {.04) 

0 Adjusted to the equivalent of 24.2 mlllioa shares to re.fleet new capital structure. 

Wlth no public ahareho!ders toreckoo wttb, the Shell OU group has been obviously conceroed 
to generate the highest poaslble cash flow for nnancing its Canadian subsldtary's expansion. F.t 
ts now expected that a profit will be shown for the last slx months of 1962 and possibly for the 
whole year. The Company 0s past results are thue not findlcatlve of lts actual earning power due 
to lts new profit consclousneas. 

Xn conslderadon of the very small holding of Shell OU of Canada which wUl result from 
the forthcoming dlstrtbua:lom. lt ls felt that it should he sold inasmuch as lts investment prospects 
are not so promlslng that they warrant an increase at this time. 

The common stock of She!l OU of Canada ls traded on a "when Issued" basts fln the Over· 
the-Counter market at 13 1/2. We recommend lts sale RlOW without waiting for the actual 
distribution of the certif icatea • 

BC/lun John W. Bristol & Co., me. 
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Memo to Mr. Leldesdorf. Ciairman 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 

October 8, 1962 Mr. Strauss 

INsnTUTB FOR ADVANCED STUDY 

DRUG INDUSTR. Y 

1952-54 1955-57 
Oct. S, 1962 1962 ~ Decllne to 1961 to 1961 l'S.1962 P/B 

Price Price Range from 1962 high BPS Comp. Gr. EFS Comp.Gr. Baru. Ratio Dlv. Yield -
Abbott 62 82 - 56 24% 3.7% 1.1% $3.35 18.SX $1.90 3.1% 

American Home 46 79 - 44 42 17.5 10.4 2.25 20.2 1.54 3.3 

Bristol Myers ~ 69 100 - 61 31 20.0 15.8 2.85 24.2 1.40 2.0 

Merck 65 95 - 60 32 11.8 5.7 2.65 24.4 1.60 2.5 

Norwich - t 34 60 - 32 43 17.5 12.6 1.70 20.0 1.05 3.1 

Richardson Merrell 45 102 -42 56 14.2 16.0 2.60 17.3 1.00 2.2 

Scherlng 31 61 - 31 49 19.S def. 2.55 12.1 1.50 4.8 

Searle 86 145 - 78 41 9.9 8.6 3.00 28.6 1.80 2.1 

UpJoba 0 33 55 -29 40 12.4 9.0 1.70 19.4 0.80 2.4 

Warner l,.amhen 18 28 -17 36 12.7 6.3 1.20 15.0 0.60 3.3 
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JOHN W. BRISTOL 

CHARLES W . CALL. JR. 

JOHN W . BRISTOL & CO . 
INCORPORATED 

233 BROAD WAY 

NEW YORK 7, N . Y. 

CORTLANDT 7- 1137 

WlSB HO~ e INCo 

Sef4ember 14, 1962 

k wW be recalled that last June we reported the tnsolvency of Wise Homes, a 
cmdltton prectpttated by the recourse provision between the company amd senior collateral 
lenders, whfch required that Wise repurchase for cash any mortgage note ta default over 
90 days. Because the factoring companies ere ln no position to ervtce the collection 
of mortgages themselves lt was to their best lrJ:erest to keep Wise lo business o 'lberefore 
they agreed to a moratorium on the recourse privilege. The terms of the deferment 
agreement were most stringellt and in effect put the Company la the control of the factors o 

The current operations of Wtse Homes are resultlag ta substantial operating losses~ 
As we have pointed out before. !he basis of new-house sales ta today0 s competitive shell home 
market ls the amount of the monthly payment, not the aggregate or sum total of payments. 
The decision of the factoring companies not to extend maturities to 10 years oa new-house 
sales has made !t virtually impossible for W!se to compete in a market where all odler 
a>mpantes' sales are based on monthly payment.Ii ove~ pertcd8 of 10 and 12 years. 
Furthermore cash uuavallablllty of receat months bas created serious delinquencies ID 
Wlse 9s payments to trade credttorso Most of the C.ompuy•s suppliers have discoa.tlnued 
sbtimmts of materials needed to complete building CO!l1.tracts. Because of the current 
cash drain and because the factors are not advaJM:bng enough to die Company to keep It 
current lt ls Just a matter of time UDtil the Company ts bankrulXto 

We are convtaced that the management have given up all hope cf their commol!B 
st~ having any value. Their prime interest now ts itc save as much of our lastthltiOllll89 

investment as possible and they are read)• and wU.llllilg to take any steps we thtak advtsable 
to KCC>mpllsh this. We have. together wlth counsel; had several extended meedDg& with 
Paul Schnabel, Griswold Smith and other dtrectors of ~e Company. to analyze the various 
alternatives open to us. It la our bebef that the Company's best chaa.«:e of working iuelf 
out of its present dlfflcultles wou!d be along the followleg lines: go out of !he mew heme 
business altogether and cOT11centrate on ~ collection and servicing of accoUlllts for the 
Company, for the factors and others o The sttoageslt asset of the Wise orgatllizatioa ag ttbls 
time appears to be a capable~ competent collection force, lacludtag facilities to hacdle 
repossesslams. The factors' primary Interest ts In keeping Wtse Homes alive tor the 
servtcr:e operation. since for the most part they are oot In aay poslttoa to do the jab 
themselves, Because cur proposal wUl accompUsh lthls and also relieve the tactorllng 
companies of the necessity of further cash advancesp trc as hoped that they will go almg 
with the program presented to them tbls week. 
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WAse Homesv !Inc. 
{a»1Dtlnued) 

- 2 ~ 

In brief the program preseirnted to the factors requests the following conceaslcms: 

u~ The r!lgbt to withdraw from me shell house bulldln,.l bualneas and reodent 
tthe Company l111to a servicbng. collectlng al'lld repcasessAag l111dependnt 
C:Ollltractor c The fees 11."ete!ved for ldils work mus«- be sumcae1nt ltO break 
eveuo 

(2) The lmders mustr permalliaidy release Wise from irepurchase agreemeastao 

(3) nae lenders mu&\t reduce ll'he~r present !nterestt rate from 111, to 6',o 

~4» The llesndets musn: pay off ttrade cred4tors ln order tto ghe the 111ew orpllllzatdlDn'l 
a cbaance ltO get sttarited " 

(5) 1he 6 3/4~ Debeimruire h«l'Rdera sbowd agree Ito CC!lllltilllilue defenneolt of 681\ll:eireau: 
UD!ttfi such tfime as llhe obllngatdorns of !the> facttors an pald fisn tunl • 1'he Dlsbmttuire 
holders would ttake !Iii p!ace cf ln1teres1t paymntta subordfina.ted lllCJ>m1- l11ttereat 
hearlfftB notes. 

gf fthe factors refuse Ito go allomg wtth !the programv the Compat11y must be prepared 
to p buto bankruptcy. As «»f .!ulllle 30tb Wfiae had cun:S1ta'8!ld!UBg mcrtgage aaotes receivable 
wdllh a fa«:e value cf $18 • .2 mUU0111. fll'bfis atnf»Ulllt tftll«:Uudea uearned tllme charges cf 
$4, 6 mllltC81l)., All of ttlds paper ls currently p!edgt'!Cl as securfity to lhe sender !endelt'a 
wbcee notes amown11:ed ttc $11 mUUfiClll. The cllllly wnetu~umbell"ed assets cf the lCCmpaO'llf are 
acme 400 .repcasessed houses o 

We are aanxAous ro have the advice a111d coUBllsel of all~ commn~ee member• ammg 
die several Debenn:ure bcRders. We de ncit wish tto take anny sttepao dBl\Clludlng a request Ulat 
the Com~ny go ltmto balllkiruprqt0 Uftlltn! aln !mvesmrs lmYe l«ndficatl:ed thelr approvall. 

We have purposely !eflt cuo: muy d11talls 4811 u elfto:rlt tto keep thda memcrawdum 
abcrtta W are prepared to discuss lth4& fully at the lu1tvestmntt ccommdttee meedmig 

]W!/hm $<!1\Ul W • BrftSl?cA la Co" , Rone~ 
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JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7 · 1137 
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JOHN W. BRISTOL 

CHARLES W , CALL, JR. Memo to Mr. Leldeadorf. Cha1mum 
Mr. Boohsohlld 

November 12, 1962 

INBTITUTE FOR ADVANCED STUDY 

CENTRAL STATION S~GNALS, !NC 

,!)~' Senior Notes due 197 6~ with .Bonus stock~ 

major suppHer o 
c 

l\l1r. Mitchell 
Mr. Slumka 
Mr. strauBa 

ln1 

Central station Signals has shown uninterrupted growth throughout t 
exlatf'IJtce. The primary sources of growth are protection of nvw structures and lnstal 
lations in very old builcllngs which fail to meot fire department regulations The comp 
has also grown by gradually inor:easing its service aren into We.i;tohest<>r" Nassau an 
Suffolk counties . Future growth may come from acquisition of sim.1.lar operations in oth~r 
cities 

ProjectionsJ whfoh in this typc:1 business are quitl' reliable. md.1.ca.te that 
the new Company will oarn $1 45 per share in its sixth year and over $;1. 00 pnr share 1n 
its tenth year of operation. Assuming a pr Jee- eam.lngs rstio of 12 . 5 ¢1\. D. T current!, 
sells at 16.x) the bonus stock will produce on indicated capital gain on the investment of 
36% in the sbdh year imd 75% in the tenth year Intereat covf'rage on a cash basis will b 
S ft 9 times ln the first yoar and will rise rapidly thereafter 

The founderso who started the business twenty-five years 11gov have agreed 
to sell all the assets to a new corporation for $20 640 .. 000., The present Pre,gident will 
remain as c. consultant end one Vic(!! Preeident who has been r~lativ<:>ly inactive~ will r 1 

All other personnel will remain and the Executive Vice President will assume the omc 
President 
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The new President and his associates will purchase 20% of the Common 
Stock and $10011 000 Subordinated Notes for a total investment of $184e 000. Sbielde Ii 
Company will arr1U1ge the sa:Je of additional Common Stock for $216~ 000.. The balance 
of the purchase price will come from a $2000 000 bank loan and sale of $2, 040. 000 of 
6% Senior Notesu The Notes will carry a bonus of approximately 89% of the total out 
standing Common Stock. 

It is recommended that the Committee approve purchase of $200, 000 
Central Station Signals 6% Senior Notes with 4, 000 shares of bonus stock. 

JWBilli 
11-12-62 

John Wo Bristol & Co~ u Inc. 
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CENTRAL STATION SIGNALS. INC, 

6% Senior Note due 1976g with Donna stock 

CAPI'l'ALIZATION~ ~00~ 

% of % of 
C~ital .!9.1:!!!.Y.... 

Bank Loan $ 200q000 7 .. 6% % 
6% Senior Note~ 1976 2a040~000 40v 800 bonus 77.3 38 .. 9 
6% Subordinated Note~ 197'1 
Common Stock 

100,,000 
300~J!OO 

49200 II 

...filk..000. at $5/sho 
8.8 4 .. 0 

11.:.!_ ~57.1 

Total $2~640p000 1059000 100QO% 100,0% 

BUSINESS~ 

Central Station Signalsv Inc. provides fi1·e and burglary detection service in 
Metl'Opolitan New York City Md in Westchesteru Nassau and Suffolk Cow1tieav N. y., Operating 
wider contractural plansu the Company installs detection devices on the subsoriber~s promises 
and connects theee to its own central station where twenty-four hour mo1tltoring ts provided .. 
When a device gives a warning signal iu the central office the fire and/or police departments are 
alerted and the Company dispat.cbes its own personnel to the scene. 

Broadlyt the following fire protection services are offered 
~a) Valve alarm service which is a.ctuated by water flow through a sprinkler system" 
(b} Sprinkler Supervisor)' service wh~reby the company monitors the working order 

of sprinkler control valves, This entails super-iisi.an of air pressures Jn dry pipe 
valves~ room temperatures where wet pipe valve.o ar~~ exposed to possible freezing~ 
wate1· levels in gravity lankD~ water pressur~'s 1n p1·t;-ssure resevoJ.rsp position of 
each valve~ etc. 

~cj Automatic fire alarm service which is independent of any Eiprinkler system antl is 
activated by heat~ gases and/or smoke 

(d» Manual fire alarms for use by any person who detects a clanger before the auto .. 
matic devices ai·e actuated 

(e;) Automatic oil burner protection which signals the CE1nh·al office on any significant 
malfunctioning of the burner, 

'if) Elevator emergency call servi.ce which enables trg,pped persons to signal the central 
officen 
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Central &t.ation Signals. Inc 
(continued] 

COMPETITION 

-3-

In the. area ~ervect by Central Station Signals approximately 50% of the fire 
protection business l.::i controlled by American District Telegrap~ a 7 6% owned subsidiary of 
Grinnell Corporation Cenfra1 Station Slgnals has about 40% of the totol and the remo.ining share~ 
less than lO'i>D is controlled by Owl Protective CoQ 

Competition ls 11.mited to acquisition of new business. Because of the initiaJ lnst.al · 
latlon charge& ~once a customer ls acquiredwcontr.act renewals are virtu.Blly automatic. Service ls 
rarely discontinued because additional. insurance coats· exce~d the coat of protection service. 

Sources of new installations are primarily insurance brokers and sprinkler system 
contractors. Bees.Ube GrinneU ls a major installer of sprinkler systems~ independent contractors 
are Mltious tv avoid giving businesc; to Amerlcan District Telegraph. While there is no particular 
incentive for lllSurance brokers to choose Central St.ution Signals over A. D. T . the fact ls that over 
the prust. 26 years the company has built up good relations with the principal brokero in the city. 

Hulmes Electric Prot43ction CompanyQ formedy owned by A T . & 'f., completely 
c.lominateu the burglary protection field prior to 1950. In that year a.a a result of an anti~trust 
action~ A. T. & , T . sold Holmes to Grinnell. and made its Jines available to others for the purpose 
uf operating central stations. Central Station Signals entered the business in 1955 11nd has gratlually 
increased Jts billings for thii:. type service to the presf".nt level of about 20% of service revenues. 

MANU'l!"'AC'fUTUNG OP ERA TIONS 

.Because certain devices are not available elsewhere the Company manufactur1ts 
such items as water flow detectors~ p1·oprietary fire alarm panel&v temperature tran&mitter&~ 
registers and burglary devicea. Central Statioll.l:l au1kes th-:>f'e products avaiJ.alJle to local. inde=
pendent central station companies~ sprinkler contractors0 government agencies an<l othersu ln 
1961 sales to others amounted lo $328~ OOO o While manufacturing operations contribute only 
modestly to net income (average for the last five years.' $26u 800 per annum.) this dJvlsion absorbs 
some $500 000 :annuu.Uy .in general and administrative overhead~ 

EARNINGS RECORD 

The figurea presented below indicate th~ r:ateudy upwa.rd prot,'rcss thlt has been 
made by Central st~tion Signals,, Also listed ls tb0 C.ompany''s historical r~cor<.J of net income as 
filed for Federal Income Taxes lt should be appreciated that this o!oi,cly held CCJmpany paid 
salaries to all stockholders as well as year-end bonuses that bore more relation to atock buldings 
than to services rend~rcd u Comparable data are given for A n. T , Thie larg~r company operates 
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Central Station Signals. Jnc 
~continued~ 

- 4-

throughout the cowitryo lta New York business is only slightly larger than that of Central Stution 
Signals. 

CENTRAL STA"l'ION S!GNA~-
I 

AMERICAN DISTRICT TELEGRAP!L 

Yr. End Total Net Before Taxes Net I Gross Net Before Taxes Net 
Dec. 31 Revenues j_QOO» ti Revs.b .Income Revenues __ J!WJ>1- tl_Revs.J Income 

1940 $ 74 $ '1 10 ,. 0% $ 6 $ 9~ 252 $l~ Rl9 19 .. 6% $19379 
1946 132 26 19., 9 16 13, 132 2n525 19. 2 1.150 
1960 347 94 27"2 55 23. 022 4»224 18 .3 2~ 297 

1955 699 140 23.4 73 36, 460 5v652 12 .8 2, 945 
1956 658 158 23. 7 81 39~ 711 5¥746 14. 4 2, 995 
1957 718 200 27. 9 101 43.582 7. 214 16. 5 3 ,. 644 
1968 791 191 24. 1 97 47. 298 8.186 l7 o3 4~ 246 

1069 864: 270 31 .a 136 50. 562 8v463 1.6. 7 4,, 403 
1960 983 144 14. 6 77 5Sij 926 8~266 1603 4~3S6 

1961 l v080 295 21,,.s 149 57u 686 80399 14, 5 4. &l.i6 

Percentage Gains ln Total Revenues_ 

1940- 61 1950~61 1955- 61 1960- 61 -
A D. T , ... 532% +151% +68% + 7% 

Co S. Sn +1~ 360% +211% •t-80% +10% 

As the figures indicate~ there haa been staady growth of revenues for both companies 
Central station SignW.s ext.raurdina:ry profits in 1950 were due to an excepUoWJlly large and profitable 
manufacturing order filled in that year. Competition was pBJ.'ticularly severe in 1960 taking the form 
of charging very low installation fees. Management feels that it was not a coincidence that this "pr ice 
war" raged for a number of months prior to A. D, T .. us offer to purchase Central Station SJgnals .. 
This price competition stoppeu almost immediately ufter the anti-trust suit was instituted and 
purchase negotiations w1Jre broken off o 

RECAP!TAUZATION 

The original founders of the Company are now in their seventies antl are desirous of 
retiring and getting their estates in more liquid form. The President~ Mro James Ho McDowell~ Sr, 
73. owns 22% of the stock and Mr. L. D .. Forman,. Vice President9 who is already semi- retired~ 
owns 20% of the stooko The balance fa held by individuals who t~e little active part in the buainessc 
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Gtmt.M.L•'Stauon Signals Inc 
~CODtillUPd 

5 

Mr" J .. Hugh McDowell~ Jro. 46p who is the son of thia PreaJdoot1.1 bas spent hts 
enth'e business life with Cootral Stet.ion S\gnals. He will aaswne the Presidency of the new organ!· 
?.at.ion audv together with his associates, will purchase 20% of the tot.al Bhar"-6 to be outstandtngo 
Legal counsel has advised tha.t.p because he is an immediate relative of one of the selling stock· 
holders~ !f he purchased more than 20% of th~ atook the new C.omHUlY could be prevented from 
depreciating the assets on the basis of its purchase prioco In ordtu• that .tw would have a aubatnnt.ia.l 
personal moneiary stake in the business he ha.a agreed to purchase $100~ 000 of subordinate notes" 
The total investment of he an<l his associates will be $184, 000 consisting of the lOOM notes with 
4 .. 200 bonus sharee plus l '5~ 800 abares at $6. 00 ~sch. 

Shici.ds &. Company will 8ell privately the romaJning 43. 200 shares at $50 00 per sbn.rc 
to individuals. They al.so will arrange s $200,. 000 bank loan Wld the private sale of $2» 040., 000 SF.ml.or 
Nutcf>, The new company will tb1Jreforc be capitalized in the following manner .. 

CAPf'f AUZATION· ~000) 
% of %of 

Capital. ~lty __ 

Bank Loan $ 200,,000 7.6% % 
6% Senior NoU3w 1976 .2.0400000 40~ 800 bonus 11 .. a 36.9 
6% SUborilinated Notew 1977 lOOuOOO 4~200 H 3 8 4o0 
Comm<.\D Stock _ 3.<>0.J>_Qo _ ®~ 00<! at $6, I Sb, .11~3 ~~. l 

Total $2p 640,) 000 J06u000 100- 0% 100 0% 

OUTLOOK 

Ceotral Station Signals has demonstrated over the past. twenty ... fivc years thal it can 
compete effectively for the available eJectri<! protc:ction business, As the record indicatesu revenues 
have been increasing at the rate of $100~ 000 per year and this trend is expected to gradually ribe .. 
Based on an increase of $100~ 000 per year the new C'ompany should have the foUowing operating results ·· 

Yro End Total Avail.for Interest Charges. Depree!~ ~!3!_]?9fore Taxes Net 
pee .. 31 Revenues Interest ~.;;_ - {XEarnedR, ation Amt. 6, U.evsaJ ~l-°'?!11£. 

1963 $1p 180.M $547M. $141M 3 .. 9X $445M $r!39»M - % $ 1('39)M 
1964 1,280 669 135 4o2 38,~ 46 4 .. 6 44 
1966 l;,380 601 129 4.,7 362 110 8~0 65 
1966 10480 633 120 5.S 349 164 lLl :82 
1967 1,580 665 111 6 , 0 356 196 l2o4 86 
Ut66 l,. 680 697 101 6.9 292 804 lS.l 152 
.t969 lp 760 729 92 7 9 301 336 18 , 9 166 
Hl70 1,880 761 S.3 9 2 30'/ 371 19.7 lfl5 
Hl71 1 .. 980 793 14 l0o7 314 405 20 A 20:~ 

1~172 z.oso 826 M 12.0 310 542 26, 0 271 
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~ .. 
Cent~P.l St.1.tlon Signals" lnc 
l{continued» 

-6· 

As indicated,, interest coverage on a cash baste ls nearly four times even in the firet 
year" Sinking fund requirements on a. cash basis exceed 2o 5 times st the lowest point.. Depreciation 
will be taken as rapidly as possible and th!s~ of course» results in lower net ea:rnlnga in the early 
years.. EantlngB p~r. sh.are~ ca.sh avallnble for debt retirement and capital expenditures together 
with a schedule of debt retirement over the lifo of the bonds is p1·esented below o 

Yro .End Pe1· Common Shru:!!_ CMh Debt Av·allable for 
~c. 3L "Cash" _ Net __ _Flow _ Retirements _Cap_,, ~~de , 

196.'l $3<87 $«0 ., 37» $4()6M ~HOoM l306M 
1964 4: . 10 0 .. 42 432 100 332 
1965 3 o97 0 52 417 153 284 
1966 4. 10 0 , 7S ~il 153 218 
1967 4 .. 25 0 .. 84 446 153 293 
198B 4 v23 l o45 444 153 291 
1969 4 o45 1.60 469 153 316 
1970 4u69 L77 492 163 339 
1971 4 .. 91 l o93 516 153 363 
1972 5 .. 61 2 .59 590 16.1 ~'i'l 

1973 4 y62 3 .. 01 485 153 332 
1974 4 .. 83 3 . 19 519 163 366 

SENIOR NOTES 

Amount= 
Interest Rate i 
Term~ 

Sinking Fund 

$2~ 0400 000 

6% 
14 Years Average Lifaw 9. 05 yearao 
7 . 5% pe1· annum commenc.lng in the third year~ 

l 'I . 5% due at maturity" 
Optional Sinking .Fund. Up to $lOOP 000 annually p1·ovide<l that such p;ayments do 

not reduc~ working capital below $500. 000 , 
Prepayment· Callable at 106 initially deoreasinfi to par 1n the lPRt 

year 
Dividend .Restrictions ~ No dividends until Senior Df?bt has been reduced to $lp 500, OOOY 

Tbcreafteru dlvidP.nds may be paid out of surplUB earned subse.qu~..nt 
to the period when debt is reduced to $lg 500~ 000 provided that such 
p.Hi,yments do not red11ce working capital bolow $500. 000. 

Priority: The Notes will be uneecured but the Company ma.y not incur any 
additional funded debt ranking equally with tlle Senior Notes 

Bonus ~ 20 shares of Common Stock per $1" 000 .. 

CWCrlh 
ll- }2co62 

John Wo Bristol & CoQ ~ loc~ 
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L•·dJ 

I ·• /'. , '( • -N-r ::;~~ ..... 'nc···, ·o O) !~·'::::'~-' ,"}.' ,\_~ .1'JJ ~ i~". J,;U_IU# l.; ).._ • 

Yr .. End 
12-31 

1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960er..-t: ... 

Net 
<':iles 

$160,958 
1920628 
152,229 
233~615 

2.550 620 
232. 042 
210., 467 
249~683 
2l5p000 

1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960est. 

fJepreci 
ation ·---

$J.238 
la330 
10337 
l .. 55·~ 
2,2.1.4 
2p36J 
;~~ 412 
2,537 
2,500 

.Per 
Harned ·----
$1.85 
2~32 

1- 2CJ 
2.11 
0.,68 
0,.23 
0.87 
l 92 
J.. 40 

Prsta·~ 

_ O~r'!tir1gJ~et _ _ 
($) Margin 

$ 9, ~·37 
120902 
6.278 

15,295 
5, 673fl 
l,178 
9,3554 

200229 
'13,600 

5.8% 
6.7 
4. 1 
6.6 
2.2 
OoS 
·1.4 
Bo l 
6.3 

Common 
Pald -.-..:..: ·--

Sha.re b 

R~ 

$.LOO· 
1.00 
l.Oo+stk 
l.OO+stk 
l, 4CHstk 
0. 70h:ir.k 

l 20 

12 .• 10 
12 • 10 
18 .. 11 
29 16 
38 • 22 
24. 9 
20 ~ 9 
31 - 19 
30 J.7 

~~~\·~.z- ~!.Ii!..:_-- • .., ... .re., .e. 

I 

Pretax 
Flu, Co Net 

$1~970 
1,884 
2,400 
2, 84,1 
4;846 
59192 
4~847 

6,619 
6,600 

Net 
f};ofi~ 

$ 5, 317 
7t218 
4~ .351 
8,712 
40266 
l.809 
5,413 

120 97l 
9~700 

n includtng net apccia.J. charges, l 956 Ji2.i 141~ (499); 1958 $50 900~ (lOS)o 

b 
As reported, on a vera.ge Rh.a.res . 

BA.LANCE SHBE'T ITENIS ($·000)~ ·- - ... 

Year 
End 

J.956 
1957 
1958 
1959 

9/30;60 

1956 
1957 
1958 
1959 

9130160 

Ca all 

$24,956 
16,462 
160022 
23,,197 

19~374 

Receiva 
bl es -··--

$~09364 
38, 146 
35, 416 
47~824 

39 .. 699 

~ _ Prolli:!W A£Cj>Ul'IL~ -·-
Gross ;.'1et ..;..;.....;...__ 

$47, 777 
47v906 
47vl96 
50~018 

51,22-l 

~133, 678 
31. 931 
28~ 634 
291552 

29,Coi~l 

Inven
tories 

$101. 476 
82,588 
56p883 
58~725 

49.692 

lnveato 
--~M 

$4.-Be 050 
60 .. 322 
61'., 260 
62.,841 

l.'J ('? 

Current 
Assets 

$167~758 

138,235 
l09, 489 
1304935 

1100 187 

Debt 

$67 .. 606 
71p359 
66" 432 
62g098 

Q C>(Vl . , 

Current 
Liab:IUUes 

&71~ 8.33 
47,929 
299893 
45,224 

27, 102 

Preferred 
5't.ock 

$7p914 
70855 
7 .855 
7,855 

Net: 
Current 
A.~ 

$95,825 
90,.sou 
79i596 
85. 7U 

83~085 

Common 
~~JtY-

$103p987 
100, 719 

9.3., 069 
106~ 157 
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JOHN W . BRISTOL & CO. 
IN C ORPORATED 

233 BROADWAY 

NEW YORK 7 , N . Y . 

JOHN W . BRISTOL 

CHARLE& W . CALL, JR. 
CORTLANDT 7 ° t1a7 

June 182 1962 

I. HOLDINGS: 
Qwmtitl' 

Memo to Mr. Leidesdorl0 Cha1rman 
Mr. Hoobschlld 

INSTITUTE FOR ADVANCED STUD! 

ARVIDA CORPo NOTES & WABRANTS 
Progress Report 

Book 

Mr. Mitchell 
Mr. ShaJJks 
Mr. Strauss 

Market Jnoome 

200.000 6CJ,Note 4-1- '16 $200,000 $200,000 

$ 60000 

$12.000 

6, 000 Warrants. $11. 00 (4-1- 76) 

II. Capitalization: 

Long Term Debt 
Common Stock & Surplus 

(50 984p 463 shares~ (cw:r. mitt. - $6 1/2) 

Book Value 
1- 31- 62 

(000) t£) 

$ 39p 797 
_!lS.a.319 

3'1o5% 
62. 5 

Market Value 
5-29-62 

(000) tl>l 

$39p 797 
880 800 

50. 6$ 
~ 

$1061> 116 100.0% $78a597 100.0'I, 

Note: 525p 000 ~oo. 000 attached to long term notes and 226p 000 reserved for management 
group) common shares reserved for stock purchase warrants exercisable at $11. 
Also. 5011 000 shares 1·eserved for stock options. 
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Arvida Corp. Notes & Warrants -2·-
(continued) 

m. ()p!rating Statement: 

Yr. to Property Hotel Petroleum Total Deprecl-
July_3J Salee Revenues ~other Rev. Revenues atlon Interest Charm!& 

(000) (000) (000) (000) (000) (000) (XEarned) 

1959 $11,412 $311656 $1,483 $160601 $ 631 $111641 S.95X 
1960 170 '140 4,154 1,662 2311456 864 1,280 S.08 
1961 311126 3,3'13 2,258 8,757 lp070 111509 def. 

6 mos. to 
Jan. Sl 

1961 lp 698 1,527 729 s. 964 481 904 def. 
1962 511 274 2,187 720 s~ 1a1 463 1,084 def. 

Pretax Pretax Net Net 
Yr. to Net % Income Per 
July 31_ ¢000) Margin l()OO) Share 

1959 $4\\830 2942% $311530 $0.59 
1960 2a659 11.3 111754 0.29 
1961 def. l~ 677 def. def. 1D222 def. 0.20 

6 mos. to 
Jan31 

1961 deI. 111074 def. def. 874 def. 0.15 
1962 def. 1,365 def. def. 1,366 def. 0.23 

IV,, Summary BaJ.ance Sheet: (000) 
1-31-62 1-31-61 

cash & Govt&. $ 311317 $ Sp313 
Current Assets 150084 16, 112 
Current Liabilities 62087 72 998 

Net Working Capital 911997 811116 

Land & Land Improvements 73v599 74p538 

lDng Term Debt 39,. 797 3811643 
capital & Surplus 6611319 87,506 
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Arvida Corp. Notes & Warrants -3-
(continued;, 

Va Comment~ 

Arvida Corporation is a Florida real estate company with holdings of 
about 100" 000 acres a The major portion of these lands are located in Dade (Miami 
area), Broward (Fort Lauderdale) and Palm Beach Counties. Jn aclditlo~ the Corp
oration owns the former John Ringling propertiee in Sarasota County on the West Coast 
of the peninsula. With the exception of the Sarasota bL>ck, these properties had been 
assembled over a period of years by Arthur Vining Davie who sold them to the Corporation 
at bis cost in 1958. Although Arvida bas bad other intereats, such aa the Boca Raton 
Hotel & Clubp and a chain of gasoline stations (sold to Gulf Oil in February0 1982 for 
$1. 2 mllllon)e the Company0s basic source of revenues is derived from the sale of 
real estate. Slnoe 1960 the Florida real estate market baa been weak~ and Arvida 's 
management, baa deemed it to be in the bent interest of shareholders not to aggressively 
press properties on the market. The decline of revenues and earning& since fisca.1 
1960, obvious from the above table~ was primarily due to the lack of real estate sales. 

In December, 1961 Arvida executed a management contract with 
Stocktono Whatley, Davin & Co., an old,well-regarded real estate and mortgage firm 
with offices throughout Florie.la. The previous managers of Arvid~ Milton N. Weir and 
John H. Welrp are no longer on the Company0s Board. Arvicla8s new management intends 
to pursue the following objectives: (1) sell the Companyua high cost land (the Sarasota 
properties purchased by the Weh•s from John RlnglJ.ng) on a break-even basis as soon as 
possible; C2J avoid the development and construction of properties intended to attract 
pote?Jtial land purchasers {e.g. the Royal Palm Yacht & Country Club was a luxury 
development built by Arvida which bas been operating at a deficit); '3) avoid extraneous 
businessesp such as the chain of retail gasoline stations which Arvida sold 1n Februaryv 
1962; (4) sell properties through out-of..state real estate agents; and (5) sell Arvida9s 
large low cost properties during good real estate markets, and during poor real estate 
markets use some portion of the proceeds from property sales to replenish inventory. 

Following the close of the six months period on January 31, 1962,Arvida 
entered into contracts for the sale of improved and unimproved properties with sales prices 
in excess of $6. 2 mllllon. U these sales are closed in accordance with the contracts, the 
profits thereon are estimated to be $2. 6 million. The management of Arvida expects 
profitable operaUons for the fiscal year to end July 81~ 19620 During Mayp 1962 Arvlda 
received its first lease payment of $219u 000 from Aerojet-General for 25v 000 acres 
in Dade County. The lease gives Aerojet an option to purchase the property during the 
next five years. If Aerojet completes plans for its Florida operations it would naturally 
have a favorable influence on the area economy in general and on Arvida 8& 32, 000 acres 
which are immediately adjacent to the Aerojet site in South Dade. 
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Arvida Corp. Notes & Warrants - 4-
(continued) 

At the time Arvida was formed. about three years ago11 an appraisal 
was made by Joseph P . Day which indicated that the net asset value of the stock was 
about $16 per share. Management has recenUy indicat.ed to us that over 95% of the 
properties sold since the appraisal have been at the appraised value or higher. Thus9 

they believe the Day appraisal !a still fairly realistic. At the current price of about 
$6 1/2 per share this common stock appears to discount Arv1da9s relatively poor record. 
The outlook for Arvida in fiscal 1963 is difficult to assess at this time 11 but management 
does believe the recent sharp sell-off in the stock market will adversely affect the 
Florida real estate market in the Fall and Winter of 1962. Although Arvida va interest 
coverage has been erratic due to m8llagement0s inclination to hold baCk real estate 
during the relatively poor Florida land market of the past two years11 the book value 
coverage per thousand dollars equals $111 670. 

JMF:lh 
6-6- 62 

John W. Bristol & Co. 0 Inc. 
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JOHN W . BRISTOL 

CHARLES W . CALL, JR. 

April 8, 1982 

JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y . 

CORTLANDT 7·1137 

Memo to Mr o Leidesdorf, Chairman 
Mr o Hochschild 
Mr. MitGhell 
Mr. Slumks . 
Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

MASONITE CORP~ 

Current 1961 - 2 Net Earnings Per Share Ind. Prioe/E 
Price Range 1962E ~61 Div. Batio Yield 

82 36 - 28 $2.75 $2 .. 23 $1.20 11.ax 3.7% 

CAPITALIZATION: (000) 
Book Market 

8/SJ./61 4/3/62 

Long Term Debt $ 8,248 $ 8.248 
Common Equity 64,404 52,030 

(1, 625, 936 shares) 
$72,652 $60,278 

OPERATING RECORD: (000) 

Aug. Net Pre-Tax Income Net 
31st. Sal!!__ _ _ ])~IL_._ hm9Ullt _ % of Bales Income 

1953 $46,812 $2, 151 $ 7, 383 15.9% $3, 671 
1964 46~282 1,986 7,616 16 .. 8 S,607 
1955 53,984 2,016 12,515 28.2 6,093 
1956 61,395 2.11264 14.698 23.9 7, 1'17 
1957 58,861 2,451 10, 102 17.2 5,077 
1968 59v057 2,661 8,619 14.4 4,344 
1969 71,819 3,291 11, 519 l6o0 5,689 
1960 68,775 4,240 8, 376' 12.2 4,400 
1961 71,847 4,484 6, 989 9.8 S,628 

6 MOBo 
2/28/61 32,474 1,100 
2/26/62 36,394 1.762 
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6 Mos. 

Masonite Corp. 
(cont.) 

-2-

OJ?ERATING RECORD: (000) continued 

Aug. 
Slst. 

1953 
1964 
1955 
1966 
1957 
1958 
1959 
1960 
1961 

2/28/61 
2/'lJJ/62 

4-3-62 
lh 

Per Common Share 
EB.rD,ed .· _Paid 

$2.56 $1.00 
2.50 1.00 
4.23 1.50 
4.98 1.70 

. s.16 1.20 
2.70 1.20 
3.45 1. 20 
2.71 1.20 
2.23 1.20 

0.69 
1.08 

. R.pn~ 

26- 17 
28 -17 
40 - 26 
51-32 
35- 2S 
42- 26 
47-84 
39- 27 
36 - 28 

John W. Bristol & Co. • Inc. 
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JOHN W. BRISTOL 

CHARLES W , CALL, JR. 

ffl>ril 88 1962 

JOHN W . BRISTOL & CO. 
IN CORPORATED 

233 BROADWAY 

NEW YORK 7, N . Y . 

CORTLANDT 7-1137 

Memo to Mr. Leidesdorf, Chairman 
Mr. Hochschild 
Mr. Mitohell 
Mr. Shanks • 
Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

MASONITE CORP ... - . 

Current 1961 - 2 Net Earnbu:l:s Per Share Ind. Prtce/E 
Price Range !962E 1961 Div. Ratio Yield 

32 36 - 28 $2.75 $2.23 $1.20 11.ex 8.7% 

CAPITAIJZATION: (000) 
Book Market 
8[~1/81 _ _ 4/8/62. 

Long Term Debt $ s. 248 $ 8,248 
Common Equity 64,404 52.0SO 

(1. 625p 936 shares~ 
$72,652 $60,278 

OPERATING RECORD: (000) 

Aug. Net Pre-Tax Income Net 
31st. ~~ ~D __ Am_9w:~t % of Sales Income 

1963 $46,312 $2, 151 $ 7,388 16.9% $3,671 
1954 45,282 1, 985 7,616 16.8 3,607 
1955 53.984 2,016 12,515 28.2 6,093 
1956 61,395 2,264 14,698 23.9 7,177 
1957 58,861 2.451 10, 102 17.2 6,077 
1968 59,057 2,661 8,519 14.4 4,344 
1969 71,819 8,291 11,619 16.0 5,589 
1960 68,776 4,240 8,376 12.2 4,400 
1961 71,347 4,484 6. 989 9.8 8,628 

6 Mos. 
Z/28/61 32,474 1,100 
2/28/62 36P894 1,762 
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6 Mos. 

Masonite Corp. 
(cont.) 

~2-

OJ>ERATING RECORD: (000) continued 

Aug. 
31st. 

1953 
1954 
1956 
1956 
1957 
1958 
1959 
1960 
1961 

2/28/61 
2/28/62 

4-S-62 
lh 

Per Common Share 
Earned Paid 

$2.65 $1.00 
2.50 1.00 
4.23 1.50 
4.98 1.70 
S.16 1.20 
2.70 1.20 
S.45 1.20 
2.71 1.20 
2.23 1.20 

0.69 
1.08 

Range 

26- 17 
28 - 17 
40 - 25 
51-82 
85- 23 
42- 26 
47 - 34 
39- 27 
35 - 28 . 

John w. Bristol & Co.• Inc. 
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JOHN W. BRISTOL 

CHARLE& W , CALL, JR. 

.. ~l'll ~. ...t~2 

JOHN W. BRISTOL Be CO . 
IN CORPORATED 

2.33 BROADWAY 

NEW YORK 7, N . Y. 

CORTLANDT 7·1137 

Memo to Mr. Leidesdorf, Chairman 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks · 
Mr. Strause 

INSTITYTE FOR ADVANCED STUDY 

MASONITE CORP t. 

Current 1961 - 2 Net Earnings Per Share. Ind. Prioe/E 
Price Ranp.-e ,!962E 1961 Div. Ratio Yield 

82 36 - 28 $2.75 $2.2-1 $1.20 11.6X 8.7% 

CAPITALIZATION: (000) 
Book Market 

8/8'1/61 4/S/62. 

Long Term Debt $ s.24s $ 8,248 
Common Equity 64,404 52,0SO 

(1, 625, 936 shares) 
$72,652 $60,278 

OPERATING RECORD: (000) 

Aug. Net PI"e-Tax Income Net 
31st. Sales D&D Amount % of Sales Income 

1953 $46,312 $2,161 $ 7,383 15.9% $3. 671 
1954 45,282 1.985 7,615 16.8 3,60'1 
1955 63,984 2,016 12,516 23.2 6,093 
1956 61,395 20 .264 14,698 23.9 7,177 
1957 58 .• 861 2,451 10, 102 1'1.2 6, 07'1 
1968 59,057 20661 8,519 14.4 4,344 
1959 71,819 3,291 11, 519 16.0 5,589 
1960 68,775 4,240 8, 375· 12.2 4,4:00 
1961 71,347 4,484 6,989 9.8 3,628 

6 Mos .. 
2/28/61 32,474 1,100 
2/28/62 35p394 1,752 
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6 Mos. 

Masonite Corp. 
(cont.) 

-2-

<?J?EBATING RECORD: (000) continued 

Aug. 
31~_. -

1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 

2/28/61 
2/28/62 

4-S- 62 
lh 

Per Common Share 
Earned Paid 

$2.66 $1.00 
2.50 1~00 
4.23 1.50 
4.98 1.70 

. 3.16 1.20 
2.'10 1.20 
S.45 1.20 
2.71 1.20 
2o23 1.20 

0.69 
1.oa 

Ran~ 

26-17 
28 -17 
40- 25 
51- 32 
35- 2S 
42-26 
47 - 34 
39- 27 
35- 28 

John W. Bristol & Co., Inc. 
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JOHN W . BRISTOL 

CHARLES W , CALL, JR. 

JOHN W. BRISTOL 8c CO . 
INCORPORATED 

233 BROADWAY 

NEW YORK 7 , N. Y . 

CORTLANDT 7 · 1187 

April 11. 1962 

CASCADE NA'IURAL GAS CORPORATION 

The following letter received from the Chairman of the Board, 
Cascade Natllral Gas Corporation, is self- explanatory. We regret that the 
financing previously approved by the Committee must be cancelled. 

"Dear M:rn Bristol: 

This letter is to advise you that we 
regret we are not now in a position to consummate 
certain financial agreements previously made between 
your clients and ourselves. 'This arrangement involved 
the sale to them of certain Subordinated Debentures of 
the Company with Warrants attnched. 

Upon application to the Washington 
Utilities and Transportutlon Commission, whose ap· 
proval wae necessary to the consummatlan of the ar
rangement, we were informed that. fn light of market 
conditions at the time the application was presented, the 
Commission was of the opinion the cost of money to the 
Company was excesstvep 

Under Washington law and procedures, 
we are completely unable to chsnge the attitude of the 
Commission without formally applying for an order. 
having it rejected and seek relief in the courts. Such a 
procedure would be extremely harmiW. to the Company 
in Its future relations wUh the Commission. 

This is rather an embarrassing post· 
ti.on for the Company, and particularly Its senior of.flcerst 
to be 1n but Wlder the ctrcumstances we are afraid there 
ls no alternative. 

Sincerely yours. 

/a/ C. Spencer Clark " 
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JOHN W . BRISTOL 

C HARLES W . CALL, JR. 

Februaxy 6, 1962 . 

JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7. N . Y . 

CORTLANDT 7-1137 Memo to Mr. Leidesdorf 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr.. Strauss 

INSTITUTE FOR ADVANCED STUDY 

CASQADE NATURAL GAUIORPo 

~~~2l ·Year Sgbo~dfn.Eted SinkinJ.t Ftmd Debentures, With. Warrants 

CaRcade Natuntl Gas Corpo distributes na.tu:raJ. gas to some thirty-five 
cities in Oregon and Wa.~~1ington, The Company owns municipal distribution systems 
in sevc-ral other cities where it is prencntly deliver.mg LPG-Air v In addition cascade 
ho1ds a number of fr~mchir.es and has applied for additionnl fr.nnchises in various 
cities not now se!.-vcd with gas 

Aftei scvc:ra l yea:r:s of deficit operations following the advent of natural 
gas to the Pacific Nortbw·~m:, the Company in recent year.s has shown rising profits. 
The J 962 merger of Pacific Natural Gas Co. will help raise revenues above $15 million 
in the current year and growth is expected to continue at roughly 103 per annum 
throughout the decade 

Enruings are not now subject to Federal In.come Tax and when this 
impact is felt in 1963 and 1964 there will be a temporary lag in growth of earnings" 
per share. Within five years, however, we expect the Company to be earning at a 
rate in excess of $1. 50 per share. 

The Compn11y is offering privately $6, 000, 000 63 Subordinated Deb
entures, due 1983 Fac:h Sl, ono of Debentu:teA wUl carry 20 warrants to puxchase 
co1nmon stoL-~ at $15 per shn:re et any time within six years. The stock is currently 
tn1ding near 11, a price thnt is approximately llo 5 times earnings expected to be 
reported for 1962 SI.nee these e~u:nings a-re not subject to income tax the present 
pdce is equivalent to 20 - 22 time's fully taxed earnings, a. price in line with other 
regional g-as dlstributors. 

It i::J expected t.hn.t Cascade Natural Gas will be earning $1. 50 - $1. 65 
per share (fully taxedj; prior to the expiration of the waxi·ant.s. It is reasonable to 
assume that under these co:-~jitlons the common stock would se4 near 30, an indicated 
gah1of15 points per warrant. W!th 20 warrants per $1, 000, wider tl1is assumption 
the Debentui·e holder would ha.ve a capital gain of approximately 303. 
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Cascade Nn1:urill Gus Corp. 
{continued) 

mte.xest COV :;:rage O!:. the bonds is aciequatc ond the ea:r.ning power of 
ti'lc Company is risLTJ.g" TI1e Debenture~ pJ:ovide a reasonable current r.etum of 6u 03 
and, a::: ou1Jined ribove~ a p.:.>i:eo.ctoJ capital gain of perhaps 3C3, We 1:ega.rd tbis as 
an att:re,~ti,re retm."11 on a mllity b0nd mvem.11wnt .. 

It iCT ~e{..ommended 111:.:.t the Committee authorize fuc purc:hase of 200 M 
Caf'cado Natu.cal Gn.s 63 SUbordinc.1..ted Dcllentures, due 1983, with warrants. 

John W~ .lkistol & Co., Inc,. 
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CASCADE NA TtJRAL GAS CORP. 

6% 21-Year Subor&inated Sinkm.,g .Ftmd Debentures, With Warrants 

CAPITALIZATION 

4. 31%-6. 0()9'~ 1st Jl.1tge Bor...!s, '76-'82 
6% Subordinated Notes, 175 SS.104 
NEW~ 6% Sub. Debs. W.W. '83 6, 000 

Total Debt 

5. 5% Preferred Stock 
Common Stock & SUl:plus 

(l, 103, 027 ohaxe:::} 
Total Capit.llizution 

BUSINESS 

P., F. Balance ~eet 
December 31, 1961 

(000) (%) 

$14,558 44.5% 

- 9,104 Z"l.9 

$23,662 72 .• 4% 

3,589 11.0 
52450 16.6 

$32,701 100.0% 

Market Value 
January 31, 1962 
(000) eb) 

$23,662 55.8% 

3,410 B.C 
15,400 36.L 

$42,472 100.0% 

Cascade Natural Gas Corp. distributes ruitural gas in some 35 communities 
in Or.cs-on and WaGhing~on. T'.ao larger cities ael'Ved nre Yakima, Bellingham, Walla Walla, 
Wan::itchec, Pa.oco ::i.ud Kennewick, Washington and Eugene, Pendieton, Spr.ingfield and 
13...ond, Oregon. The service ru:ens are non-contiguous, the principsl common denominator 
being that they all lie witMn a fey; mil.::io of cii:hor the m Paeo Natural Gas or Pa.clfic Gas 
Trancmisslon pipelines. 

In acklltion to natural gus, C.:Lsc~de is presently oerving Bremexton and 
Shelton, Washington with Ll'G0 Air. '"fhe Company holds franchises or hafl applied for 
franchises ill n number of cities not yet con..1.ected to the imtl.ll:al gas aystem. El Paso 
Natural Ga.a has applied for permission to construct a 65 mile line to cm.TY natural gas 
to Bremerton and Silelton and both El Paso and Pacific Transmission are expected to 
a.pply for additional permits to connect other population centers where Cascade would 
serve as tile distributing utility. 
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Cascade Nauu·al Gas Corpo 
(continued) 

OPERATIONS 

··2-

The opera.ting history of the Company ts typical of gas utility compani~ 
operating in territories which have only recently been served with natural gaso In those 
citi.es that had been served with manufactured gas or LPG~Atr the operator has c.onstder .. 
nble costs of conversion andp in old systems, capital expenditures are required to bring 
the old pipe system to efficient operating conditon for the higher pressures ordinarily 
used with natural gaso In areas not previously served with gas the operator not only has 
to build distributing systems but must conduct an effective sales effort to convert potential 
customers from the fuels they have previously used. 

cascade Natural Gao began receiving natural gas in 1956. As indicated 
on the tabulntion below, after sevexal years of deficit operation the Company showed a 
profit in 1959 and t11e trend has continued upward. During the current year Cascade 
will consolidate Pacific Natural GasD a Company operating in weetem Washington in 
whfcb Cancaclc hns bonrrbt over 983 of the outst..1nding common stock. 

Yr End Gross Depre- Interest Charges Net Per Common Share 
Dec 31 Reycnues elation ~000) XEamcd _IncgroL _Earned Paid Range 

1956 $ 1,435 $187 $ 87 (d)5o 19X (d)$ 537 (d) $lo05 ~ 13 - 9 
1957 3,803 384 758 (d)Oo 71 (d) 1, 281 (d) 1061 ... 11,.. 4 
1958 5, 911 428 875 0.42 (d) 97 (d) o. 12 - s~4 

1959 6,946 385 806 lo16 200 0.25 - 10 - 7 
1960 9P003 468 853 1.71 546 0.47 - 9-7 
l961e 10,124 541 766 2.38 l,067 Oo79 - 15 - 8 
J.962e 15,834 692 lp260 2o24 1,560 1.23 
1963e 17p424 792 1,396 2.50 1, 429 1.12 
1964e 19pl00 860 l, 425 2.80 1, 400 1.10 

e .. Estimated. l 961 based on 10 months actual plus two months estimated. 

'Ibe decline :H Net bcome in 1962 ~d 1963 reflects the impact of Federal Income 
Taxi~Do it is anticir,a.ted that approximately 60% of 1962 results will be subject to 
income tax and thereafter truces will be at regultlr rateso 

OUTLOOK 

Estimates given above indicate the growth expected over the next several 
years. Beyond 1964 a growth rate in em.'llings per share of approximately 10% per annum 
is a reasonable expectation. If additional service areas can be opened up the growth rate 
could be modestly improvedo Interest charges should continue to be covered from 2. 50 
to 3o 00 times after rising to dlat level during the next several yearso 
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-3-
Cascade Natl.t1.".'.U Gns Corp. 

(continued) 

NEW ~SSOE 

The Company is offering privately, through White) Weld & Coo JI a total 
of $6, 000, 000 Subordinated Dabent.ures l1nvlng the following basic terms: 

Int~~:est Rate 
Z.J.fatu ~~·ity 
Sill.king;· Fund 

.Average Life 
Ile:d~mptlon 

Subo~·dmation 

Deb~ Rer,;t1:ic1jon. 

CWC:lh 
2~2--62 

6.00% 
Ap:dl 1, 1983 
Commencing April 1, 1967~ $300~ 000 annually. 

$1~ 200? 000 due at matw:ity. 
14. 20 year.o 
Redcemtlble fo1· sin.king fund at pa:r. 

Non.~17efundi:lble at a. lower interest xate through April 1~ 1967. 
Oti.to:rwiF:e callable at 106 tlu:ough Apr!l 1. 1967 ~ decreasing 
ti1ereafter tr) pr;.X in last year prlor to m~i:UXity., 

Bubo:r.cliilatad to i:vwrtg::i:ge Bonda and bank loans. 
Funded Debt may not exceed 753 of tot.al capitalization. 

John W. Bristol & C.O. g Inc. 
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Memorandumld~ 
RALPH E T .NSMANN 10 / 26/61 

To: Mr. Oppenheimer 

As promised at the Institute 1 s 
Finance Committee meeting, en
closed herewith is a copy of the 
Reaves memorandum on Illinois 
Power Co. 

Regards, 

R.E.H. 
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.a~ VES, HJL.WITT • CO., INC. 
74 Triaity Place 
New York 6, N. Y. 

HAaover 2-1'4lS 

U .. .Ll?«JIS POW £R c;cw.PAHY 

A aeaperalaal 

Oc:tober 1 J. 1~~1 

Th• cottmo• 1tucii.. of lllla.oia ?ewer C.ur1.,,aay b.&1 rbea .LOO-' 
1i.c • J aa.ary 1 'H~ o. .o~rhaa th!• 1>iarfo4 ?H' ebar• earaia1• lacr••••• l l tt. 
At tll• u&rreat "ark.et o( il, Uae yiel.4 i• 2. 65·'· Tile prlce1 .. raiq• n •\llti· 
pl• ro•• frcm· aa aver•1• lo)( U. S O\'er tke S-year period l'llf>-1960 tot.be 
c•rreat level of Z7. 2 tl,sr\ee late•t ea.rainc•· la view of till• price actioa. i& 
•~1o1hl ••en-. &pf)ropriate to analy.te.e the cou1p&n.''' rec1>rcl aad. proapeeca &v 
••• U tae Jr;&r'it•t ha• aoae overboarcl ia tu •11duuia1rr.. 

A• •hown ia tho table b.1u•, dle earnlaa• reccr4 M9 IMen 10041 
eincoe 1914' ~ut ••• \&Din•piriftll frs,;,o·, 1 t.;•(t tc l 9S4. 'file taltle aleu ehQW• ta• 
cosr·paay'• rale of ret~r• (•• rr.•a•ured \ty tbe relati.;,uhip o( n•t op•rad.aa 
i.conle to act plam• l'l'>I• froa. 51' la l 9W to 7'f. ia l ')bO. 

Year L&rnied Net Clperattna Yev .:.:&l'll•d Net Op•r&Uaa 
Per E;kare Jacoule &• 'f. P•r ~bare lac CIC';). u 1e 

o{ Net Pl&at of JC.t .?l&nt -
1900 $1.92 

\ 1. ""' 
l'is.t jl. 41 . '· o-. 

l'S9 2.70 • b •• ,. 1qsl 1 •. n •• 11' 
1911 2. 10 I 1.?r. 1 'Y5l 1 ... 

'· lY, 19Sl i. c;s : s. a-. 19~1 '· 39 s. 11' 
1956 2. 00 ·l s. "11' 1 'J50 l. 41 s. s,.. 
1'55 l. 73 I ~. 5'Jt 194'1 l. s~ ~.•·• ,. ........ 
dur'-a 6 t,~~ (-)1.z._. 
Y-rar Pe.rled 

Com po1lnd.ed 
Aanual ll. 1--. 
lacr•••• 

IC 1 's.4 1• ueetl u tbc baa~ yMT, tile c:ompo"'ad•d aaa11al iacre&•• to 
1'60 ll 12. ~1t la par 8hare earatn1•· 'fbe 1oocl u••Dd •inc• JrJs.t reatilu pri-

/ 

ma.rUy fr,,m T>&k lKI'•••••· la raid l 9S4, llUnoh Power o~t&iMd rue 
lacr••••• for it• el•ctrtc, 1•• &Ad •team 4lvi•iou wllic!l reaalted la~•• 
Y••r 1p\U't '• earalq•. By 1951 acWitlonal relief .... coa1'4ered a•c•••&r1 
&ml th. comp&ay appUed Cor !Up.er rat••· Tll~ llliaol• C0111a1l1•loa per· 
mlttM Ge"4' au ra.\•• to lteceme effec:th•• on Attg'.l•t IS, 19S8 ... aew .,l~c
trl.c rate• oa Novea11ter '• 1958. th••• lliaber rate• colltrlMated to a dee 
ia earal .. a froD1 fZ. 10 per I.hare la l,51 to $2. 70 ia 195, a.t to $2. 92 ia 
1'6ie. A f•rU.er lKreaae &.tl SJ. 24 per ahar• waa oetimatetl ~the compaay 
e&rll•r tllia year for l ~61. A1M>Ua•r (acwr contrUnatin1 to tile earaiq• 1a1a 
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... 
Illinois Power ·Col!t1pany Paa• 2 

over &.b• perio4 ••• tht? rapio ci~velo.par.elU of the aa• clivbioa iD the aocatherll 
pa.rt of the territo.ry follow1nc the co!rlpletio• ia 1959 of ua1hsr1r-0UMI 1•• 
1teirac• faciUll••· W or-.1n1 a1aiaat a wattin1 lht. the co.m,&Gy ..We4 U, 180 
1u ho.ie he&tiq cu1tou.er1 ia the tu.a twa year a. a.a inc re&•• of 27 .. , aad. 
1•• net C1pel'&t.tn1 iDcorr•itt 1aiaec1 -ll._. betwei'n l ~SI &ad 19~0 v•r•.._• a ZS1' 1.Un 
for the dec:trk dapartu-;ent. 

111 th4!? laat f..., y~•r•, Uaa mark.et .,,..,.. t.:» &av~ <iievolup•d a 4&n-
1•rul.ll teud•ncr to proj.,ct th• •Aort tet'tr ••rnlq• trend <J{ a coU'pany •41ill 
into thG ftltur• ancl to u•• tbc ellort tu·m tr•ad and pr~J•c:tiva &• juati(ica-
tion fof a •u.b•taaUally hi1h•r p'l'lc• / earaJ .. • n:i•lttple. 'Iller• Al'• all too 
many esamplo• in the rr1arket place of ar09U. c~m,aai•• •Well have 1t-.mlllecl. 
to IYlUe lt a•ceaaary to •mpbaai.ae U..t rewaru are .1r.:••1•r and ri•k• •u
etantlal When the projeC:tiOft Of tJte fwt\lre e&raiA&I tr•lllA proYe8 l._,o optimlltiC. 

One central poillll 1bC't11.ld not ~. overlooked ia app1'abto1 the paat earn· 
las• tread Qf llllnull P"wer Cf.)ll)pallJ a.ad lt• r•latloa•lalp to th• f\ltll&r•. l 'be 

l
tran.d of per 1hare Mrning• •lace l9S4 .re{lecu lr'ovta1 fron·: aa inad•-tUt• 
rate e;f retu.rn (51') t o an edrell'lely 1••Hrou1 r&l• of retura ('7~). 1a ordet' 
for •ara.lq1 '"' conti••e thh rat• of 1aim. th• return wu"hl have to coll&ialae 
tu inipre,.·e in a ~ay that etn~ ply ii ac,t (ore•e•a~le for thl1 re1ula&ecl coaipany. 
la. la.ct, if w• •••ua.e tbe C\irr•nt rate o{ rft'11'1l (7 .. t •ill b-. ..ua.d oa pr-o-

1 
Jected aei plant at th• ·--'· "( l_\l b~~ the i,..Jlc;ated ~&rill•& powl)r -~\lhl be ap
pro~.atelr t~.-.. S,~ per 1laare. onlr ,~,~~ .. ~1.~•r than in IC"J•o l••• proj~t.laa in 
appejadlK). ~owld repreaent a aala Of 01tly 3. 1~ por year. Tiie 1aia 
ta i$ilf tin: ••tin.•t•d l '7~d levol of •-'· Z4 per 1ha1c would be l••• Ulan 1 Of.. 
F\LJ'thera ore, the prlc'1/ •araiaaa rativ bae rllen ,., uada a lev.,l I.Mt prud.aat 
mve1tor• mlaht do •toH t-0 con•lder the poe1Sble effect• 1lf a cba.o.ae ia earn· 
la1 pow•r. H. for •1'.Gn'ples, & ~ .. ~ rate of return ~ere reaUz.Cld ~)• ••I plant 
in l<J6S, •arain1• wuu.ld b.e beld to $2. 80 p•r •hare - le•• ah.an t1l4t l 96t0 l•vel. 
A b l/ 2.,. rate ..:.! .r4tu.rn wotild r••u.lt in •arn.haa• uf approxin.at~1y .. 3. U per 
ab.are. 

·rhe 1 <..S8 rate incr~a•e may have yielded IA• con-•par.ay IX.\)re dl&a 
wa1 aath:·ipat•d. ln &ppraiain& the potential. valu~ and ril~ of lllin4lil li'f>wer 
Cvrrn·.ou. tbo lnt-eator 1ho'1ld at lea1t Cl'JD•iciol' lhe p~ueiblU.ty :.;( ral• cuu 
whica m11bt have .ln aclver•e effect »n the a.billty r,,f the ('.,)n·l)&11r t a earn a 
at1ta ra.t• "' return in the futu.rc: 

l. llHnota i'ow~r u1u&l\y n~ak•• an c.afficial foreca•t Qf earllift&• for the 
year in progr•••· la I'?~'}• actual re•aalt.M .lf $2. 70 per 11a&re ••· 
c•odc:d tho foreca•t by $0. l() per •hare. 

1. ·n.e el•ctl'ic 1'at• lncreaa49 ar&nt•cl by tll• llliaoh Cotr"'merce G~
mbetcm wa1 ap~roltini&lely 69'4 of tile aa:o"at re-t"••t-4 lay ti. 
Companr. Tlle a•• rat•• ••T• •apected to pr.avide a r•tu.r• ef 
~. 1~4' on a fair ~-.1.ae rate lt&.e• Gf $105, ooo. 000 •• of Juse lO. 191&. 
Tile (ail' value r&le be.•• wa• 16t betw•en a.i ort1haal coet aDd eed-
n.: ated reprod\ietfon c.,•t. .E-.eldina u allowam:e of abollt $1, 500. 000 
for worlilln1 c.apit.al, Lt appeared te be roc1hlr l J,. 1rea&er thaA da• 
valu• 1Jf electric plant ill ae~viCI'! &I carrl•d un the Cosr.Jaay•• bo'1U, 
le•• depredatloa. Oo tM• baala, a r•tmn of I. 1§9. o• th• (ab value 
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Dlhaob Powe:r CoDlp&ny P&a• l 

ltaae woulcl ~. eqvJva\cnt tG altout b. 6Z'i oa riet oripaal coet. Th• 
lUlaoh C orr:.ftlhliOll &l•o ••tabliaaecl a fair value rate M•• for the 
1u d•par~ent of $'6• 000, 000 a• o{ J11•e JO, 1957 and c~uidered 
S. '''- to repreaent· a fair rate o( r•turn. The mar pa IMtweea the 
fa.Ir •alu• rat• k•e aad aet urlaiDal co•t taf 1•• plant wa1 coa•id
•rably ea1aller thaa for the electric deparbr••llt. Since c-.rrent 
~arniq• repreaeat a retura of a.ppros.ln:ately 7'Rt of ~tal aet plant, 
•om• cauUon wo\lld 1ee1rJ Ju•tlfied r•aartli-aa- llle po·••lllitit:r-of 
~ohantary or h"vohmtary rate cut•. hndnc• wowld taav• been ap
proidftlately $2. b7 per 1hare if tile C01r1paoy had ••ra•d 6. f)14' ta 
1960. 

l. A• •hl)wa ia the tUl• below, coa•tr..ctioa c:o1u b.ave levelled off 
d.urlq the laat S year• followlq a 1u.b1&&aiial ri•• 1iDC• 194S. la 
fact, dla coat •itu•ti~• ln recent year• h eveD better tJaaa iadlc&ted 
liace UN ia•tallatioa •f eatremely lar1• l•nflr&tora &Del odaer ruaJor 
•<i\llprr1ea& ha• reduee!d an1J •bol&ld coatl.nu• tu redGC• tlae p•r kilowa.tt 
eo•t. 

C.oat Tio•ftd• of .tlecnic W1ht and Power Coautr\Action 
North_ c ... tral Reaion 

(handy-Whitn· u Index - 19! l : iOO 

Y••1' (A• ;jf 196 l 
Jaa\&Ary It -

l~6Q l<f5' - 1,.5& l'JS7 '- l 9Sc 195~ ic.iso 1~4S 194'0 -
lad.. vOl oOI o('9 5CJS 575 SlJ 491 374 Z38 112 

' 
i 

•• 

Not only a.re cui-reat c&Tninl• we:U in exce11 uf the rate appueatly ••t lay t.h.~ Comir:t• •l~n &• a fair ret11rn la 19511 but inY••tor• 1hcal.4 
llOt overlook tJ.e erodon that can take place ia a fair val1i1• 1'&H ba•o. 
O~viou1ly. if the con -pany c'1a.tU:ua•• t•:a add. uw pl~t at relativclr 
•table co1u. the &nHni&1 .::! plant conatr~cted in the pr•-••r aaci 
imn:·ecU.at• po•t-war period• (whtcb ha• a Mah roprocluc:tioa val.ie) 
will repr••••t a decllnlaa proportion of tho t•1t.a.l rate ba1e. At the 
~•4 of 19§8, approumatelr ~'; i. 000, 000, or 11. 81t of the ~orr•pany '• 
plant. ••• co"11Hr1.ACt•d 1&Ab••-l.uent to 1 <J~5. An additional $' 3, ~Clo. 000 
wae ln•ta.Ued tn l 9S9-19~0. rtae tair valu.c of prop•rty added •ince 
l9SS cannot be rr•&terially biper tll&n the od1haal coet fi&~r••· uver 
tu aest 5 ye&YI, the cornpanr n .ay add do•c to $188,000,0~0 of new 
plant. At Ule end of l ~65, therefore, a~u.t S21't o( plant wtll b.&ve 
beea coa•tr"ctod 1lncfl 19SS. Th• act"al p•rce111&1e at tlle elMl o( 

1 'JbS •hould b4t •v•n hie.her 1iac• plant retir•rr.•nu cau be elCpeetecl 
to M conc:e1Urateci in the ol••r pta11t. Th• fig\lre1 ••t forth above, 
(withoGt allowanco for other importam f&ctor1, 1ome •npra41c&&ble), 
'"ll••t Uae r•t• baa• mi1bt be redacMi from 1 l~ above •et plant 
c;o8l to 1omewhere in the nal1hbor)lo\)cl of 9. -~. The reault, U.eo
retlcally. 1ript M to reduce tile effective allo••bl• rat• o{ r•tw-n 
fr_,111 b. 627' to &. ''-· 

T•o '1evelopm•nU la 1953 cr.arked t!l• .. 11.Uq t.lf a favorable re1u
latgry period ia llUaoll. ltir.t, ht lh.e lllinol• Bell ·relepbone c&•• 
of Juwary, 1<1Sl, the li.liuol• t ·upr•D'•C Court r•vcreerl. th~ CGmftii•-
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llliaol• Po..,er CQmp&af Paa•' 

5. 

don'• •:Wtler beea1.a•o l& failed t~ aive C·~Ulderation tu t•pro-4.uctir>a 
co•t a• une of th• •l•meate of (air val"e for rate ba•e purpo•e•. 
~Koad, with th• election of Gover.or ~tratWD, a 8.ep\lbHc ... 
Cieor1c .l\. Perrloe, wa• appointed Cb&ir11>an of tile UUoob Com
merce Commtaaion 1n Jaaury, 19iS. Over the lut few T••r11 

'lllMller hi• leacler•~p, tJUa Commi••lon ba• bec:Ol'J"I• reco1ah.•d •• 
pr&>vidiaa one of tho moet favorable replatorJ' cliruat.1 in tile 
natioa. However, llUaoh eleetecl a .iJer.r'o~rat adnilDlatratlon laet 
year aad 90W there are three lJctaH:>crat• QD the five .. man Commi1 .. 
aloa tut.ad of tbe reTc1'•• u wa1 tlao cue born Jama•ry, 1953 to 
a few mondaa a1u. M.r. Perrine i-e•lga•d from th. Commi••ioa on 
October 1, 1961. Tll•relore, to •<>&r6 extent today, poUd.c• ~f th• 
lllinou Con1111ia•wa mut tNt r•1uc...t u .. bJec:t to a..w iat•rpreta
tlon &ad po1111tle revtaioa. 

nlieol1 Pow•r 1
• rate• for r••l4eatial el.ctric tervtee Art:, IU.p•r 

oa avera1e tbu aei1ht.ort.n1 vtUld••• u •bowa la. UM folltwm1 
cowpari101u 

}°!!ical M•t Mcaat!all Billa for lle1ide.Ual Sornce la llUaole 

I Towa. •o kwh lH-kwh ZMawla 500 kwll ~t.tli~.l' ~!Qvidl_g__ ~or~c• 
' 
' 

---- -~---- --- ---- -- - . -- --- ~ - ----- --

Decatur $2. 00 $4. 06 $1.q& $11. •Cl lllil'loh. Power 
\ 

P•orla l. 72 l. 3• b. 71 10. 01 Ceatr&l lllll\t)ll 1..labt 

a~cldorcl l. 97 l. 70 1. 01 11. 02 Ceatral llliaoi• Electric 
"o ... 

.i:&at t::t. Louh 2. 00 l. 50 1.i, q.so Union £l.ctric Power Cc. 

Quiac:y z. 07 4. 17 •• 12 lJ. 25 Cea&r al llliuob P..abllc 
:c:. et',,.lc• 

•£ulwllq Connr1¢111Wealdl Edl•o• la•ca.aa • of th• bi1 dty 
.. tu• of m11.cla of ii• operation. 

The evld•M• '"ll••U Ut.e Con•p&ay l'Q&y be vulacrable to pr••
•.u• for rate cut• unl••• rblq ~o•t• and ~th~r facto.-• act •i>oa 
to reduce the rate of ?'•turn. Many other atllitie• ia tbe •&a"!• 
poaitlon have COMidored lt 1004 "tN..iae•• to mak• eelectiv•• •ol
\Ult&Jty raducdon• and t111.ia head off a po••lble {or1t1al rate invaatl-
1aUon. 

• • • • • 

· la concluloa, lllieoi• Power Commt11toa al the current market of [J l ll it couldared d&Ql•rou•ly overpricetl. Tb•r• l• a •troa1 po1eia.1Uty \)f 
rate r*'1antoaa. MllT•over. pro•p.ct8 for earaln11 1r\')Wtll ~v•r tll• ae1tt 
Uve or •i• year• •PP•&r 1t•lt• Umlt•lll. •••• u•W1.1lac a favoi-alJl• raw of 
reta.ra. filac• f.atu411 price actioo of aay •tock h eu.bJect t> maay vari&bl••• 
estimate• are btchly t!Moretlcal. Howev,..r, a.• a roucll meur.ar•. ta• prke/ 
earn1111• m.ilUple could be revil•d 4o~a.,ar4 to perb.ape JO t:lrr-•1 aa.raiqe 
when tlM lin'.ited pJ'<Jlpeett c:.f th• compAy are reco,W;.i;ecl. On Ud• baeh, 
O\lr eatlni&tot of eara.la1 ;>o••r In l 9ti5 would l'•••lt ba tl&e follo•lnc price•. 
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llUnoi• Power Coaipaay Paae 5 

A• awi--. e.11 I.at.• of SaUmated Prlc:e at. U•el.lae borr. 
it•tU"a E&raiaa• .. 11b1 20 Tin'·•• ~ ... rai .. • Curr•• Market 

of ll 

7~ $l. SI per •hare 71 ''· ~-. 
6 1/ Z'ft J. 15 p•r 1.bare ,, Z4. Oft 

6~ z.10 per •bare '' SJ. 5 .. 

Tb. pric• riai'., of COt&J'ae. i• area.tor al the lt•1iaalaa of*• p•rl~ 
~••• aow aa4. l961. 

CUJ'T•at •lrea1tk. app&reatly refl.ctlq to aom• ..aeDt expect.a
t.loa of a atoc11 •plit. prorld.e1 a 1oocl opportwa1t1 '° •llml•t• or •ttdri.c• 
po•itioN 1a a. •tock. £1aowd a l"eplaeo:meat b• d••lr•d• we recomm.
Ploeeu Nadoa&l Cu, ( lZllJ Ho"at&a Natual Gaa (:SJ 1/ Z.t, aai4 Arkan.9aa 
J.Aidalaaa Ga1 (l' l/Z). 

Yr UU&m H. R•ave• 
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J,,. , 
Illtffie . .Eow1J'··:Cffi11 pany Aft£~ 

D•tail• i.lf 1-Year ProJ.ctloa to l ~'5 

CoutrKtlon e.:p..Ut•r•• over tke S·year per104l 19ol·l\16S D\&J 

appr<o>ldmal• $111, ooe. 000. la addiUoa, ~ .. $10, ooe. 000 la MH•d te , ... 
,lace •or&t•1 capital. Th••• fl&ftd• may be oM&laed u faUcawa: 

hlt•ra&l Caeb Gener .. uon 
Co1111noa ~tock 
.DeM 

'i' otal Nee4ed 

$11 l, ooo. 000 
15, oeo, ooo 
70 000 000 

'171! ooo: '"!9 

E1Ulrlatetl C&p!talia.ad.oa at 11/ 311'5 

Bond• 
Preferred 5t~k 
Comrr on a, b.&rphu 

$Z4l, 900, OCO 
49,JOO,OOO 

177' ooo, 000 

'"''·•oo,ooo 

i:atb:r1atecl Net P•aat 12/ ll/65 

A•'1ll'• oa tfct Plaal 
Net OperaUn1 lacome 
.G4Jda;&te4 llUer••' 

ri:et. Pr•ferred .Ohicleada 
Ba1ance for Coinmoa 

Per £a.a,. 
(ii, E.10, 000 1b1. ) 

. .,. 
-n-.--;11110 

9, ho 
ze.110 
a, 110 

lll.'130 

$2. 79 

!JZ. Oti 
10.l~ 
JT. 7'9 

$492,~_._ooo-

b &12~ 
S32, ob 

9,060 
22.••a 

Z, 110 
.s~o.13o 

$l. 1, 

1~ . su.oo 
2i:ttB 
I, 110 

$1], 3)8 

''· 13 

• Net plallt laclu.cle1 approxilriately SZS, 500. 000 repr•••Dte4 by ta• .A•••rve 
for Def•rl'ed T&a••· IMicaUo•• are ~ llliaoil C<1n1ml••loa n>ar eidMr 
eUn·Jila&t• th11 property from the rate Wtt or ~·t th• r&t• of retu'a. 
U tla.1• amowat l• deduct•• fron, tit.• rate ba••· •&rn1D11 of $353 per •bare 
woW4 M ~tdv&l•a& to a T. '61. rate i.>f retura laat ... of 7,,. •• •~• ia 
ti.. tabla aatove. 
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JOHN W . BRISTOL 

CHARLES W. CALL, JR. 

' 

Oct.ober 10, 1961 

Yale 

Princeton 

Cornell 

Amherst 

INSTITUTE 

Smith 

Swax1hmore 

AVBRAGB --

JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y . 

CORTLANDT 7·1137 

INSTITUTE FOR ADVANCBD sruDY 

COMPARAnYB DATA - COLLBGB BNDOWMBNT PUNDS 

].me 30, 1961 
(000) Percenta&! at Mqket 

Book Market Bonds Prefer~ Common 

$259,653 $351,988 21.13 308% 59.5% 

109,892 197,979 27.3 3.0 67.5 

116,0S4 146,810 47.4 o.a 49<LS 

32,880 51,027 34.5 2.1 62.5 

25,599 39.606 30.4 3.0 66.6 

30,002 38,562 36.8 2.0 56.0 

16,202 29,433 16.6 1.6 76.3 

49 COLLEGES 29.5 2.2 58.0 

All Other 

9.03 

2.2 

3.0 

0.9 

o.o 

5.2 

5.5 

10.3 
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JOHN W. BRISTOL. 

CHARL.EB W , CAL.L., JR. 

October 20, 1961 

JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

CORTL.ANDT 7 -1137 

Memo to Mr. Leldesdorf, Chairman 
Mr o Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

INSI'nufE FOR ADVANCED STIJDY 

NORTH AMERICAN COAL CORPORATION 

Common Stock 

While the income accounts of North American Coal for the past several 
years would appear to indicate a deterioration of operations they in fact conceal a major 
realignment of the business. This program, involving divestment of unprofitable mines 
and improvements in the better properties, necessarily penalized eamings for a time 
but the foundation now has been laid for a period of outstanding growth. The property 
program has been completed and ample cash and cash fl.ow are available for implemen
tation of a major automation program destined to produce a sharp gain in profit per ton 
of co...'ll mined. 

The favorable results of the program began to appear in 1960 as profit 
margins improved steadily throughout the year. Earnings per share should reach about 
$0. 85 this year compared to $0. 67 in 1960. We look for substantial gains in 1962 and in 
1963. Thereafter, earnings should continue to grow at perhaps 6% annually, reflecting 
the major portion of sales (currently about 753 and growing) going to electric utility 
companieso 

A major plus value, which we feel is not reflected at all in the price of the 
stock, exists in North American's joint venture with Strategic Materials Corpo aimed at 
producing useful products from coal mine wasteso A process for producing alumina from 
this material has been technologically proven and its economic feasibility is aurrently 
being determinedo With an unlimited 5'ltpply of raw materialp at..£Q._£Ost and located on 
the plant site, the potential of the process is obviously great if its other commercial 
aspects can be worked out. 

We believe this common stock is undervalued in relation to intermediate 
and long term potential growth in earningsp excluding the possibilities of the alumina 
processo We recommend that the Committee approve the purchase of 12, 000 shares of 
North American Coal common stock. 
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NORTH AMEIUCAN COAL CORPORATl_ON 
Common Stock 

nange 
1960~61 

21. 10 

Recent 
_Price 

16 

CAP!T ALIZA'fION ($000): 

5 1/4% Notes, 1963·72 

Earned per Shltte 
!960 1961est.. 

$0o67 $0 .. 85 

5 l/43 \:onv" Notes, 1973~ 
Common amd Surplus 

(lt 589, 603 slte) 
Total 

!QI Convertible @ 19 1/2 •· 128, 203 shares. 

Price;earn!ngs ratio 
196lesto 

18.SX 

Balance Sheet 
12 31-60 

$ 7,500 230 l.iffo 
2,500 7 8 

~~71_~ _68u8 

$31,971 100.0% 

Dividend Yield 

$0.60 :Jo83 

Mar.ket Value 
10-19---61 

$ 7,500 21.23 
2,500 7.1 

_iS,400 7lo 7 

$35.400 100.0% 

Ma.M.geinent has options on 42, 500 shares at aggregate cost of $569p 500 or 
$13" 40 per share~ 

BUSINESS 

North American Coal is the eJ.ghth largest commercial producer of bit.umlnoua 
coal in the United St.ateso It hl!l.s reservesr located in Ohio, West Virginia and North D.lkom, in 
excess of 300 million tons, or about a 50· year supply at &:he present rate of productiono Some 703 
of ti1e present reserves are located on the Ohio River w".aich provides barge t.ra.nsports.tl.on to major 
customer so 

The st:atietl.cal record of No1'"'t11 Amedcan Coal over the past several yea.rs is not one 
that would z.ttract the fu.vorable attention of investors. The record of the past two yeara becomes 
interesting, howeverp when viewed on a quartexly b!l.Ble in conjunctlon with a study of the steps t.a.ken 
by management during this period. The ;".'ecord iFJ as follows: 

Net &lles Net Income Before Taxes Earn.ed Per Share 
($000) ($000) (}[, of Sales) ($) 

let, QD 1959 $10~2S2 $ 327 3o2% $0ol7 
2nd Q< " 8.585 370 4a2 0 .. 19 
3rd Q., " 7,559 def a 107 (lo 4) Oo03 
4til Q,. " Bv246 def a 190 (2.3) Q.,03 

lStn Q. 1960 8,083 168 2o 1 0,10 
2nd Q. .. 7,541 252 ,3 .. 3 0.16 
3rd Q. " 6.653 239 3 .. 6 OulS 
4th Q. .. 6,653 558 8.,4 0.26 

Year 1959 $34,642 $ 400 1.23 $0.42 
Year 1960 28 •. 930 lp217 4.,2 Oo67 
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.•. 

North American Coal Corpo 
Common Stock (cont.) -2 .. 

The period is characterized by a declining sales volume and, in 1960, steady 
improvement in profit margin. When the program of divestment of unprofitable properties 
was completed, the margin improved sharply in the last quarter of the year. In addition to 
the sale or abandonment of a number of properties, other factors also affected earningso 
The 1959 steel strike severely affected. operations of certain properties which have subsequently 
been disposed of. 'Ibree mines that were purchased in June, 1959 showed substantial losses 
before moving into the balck in the sec.ond half of 1960. A change in accounting methods, 
expensing certain mine development expenditures· which had previously been capitalized, reduced 
net income by $226, 000 or 14¢ per share in 1959. 

OPERA TING OUTLOOK 

The transition period has been completed and the Company is now in a position 
to achieve strong gains in eaxntngs over the next several years. The projected growth in earnings 
can be amieved in the near term through improved margins resulting from increased use of 
highly automated mining equipment. For example, management expects to improve lts pretax 
profit per ton of coal from 57¢ to 77¢ by 1962 at its largest mine with new equipmento Company .. 
wide profit per ton showed the following pattern in the four quarters of 1960: 9o 5¢, 140 Sc, 
16. 0¢ and 36. S~a .For the month of December the figure was 43¢. It iS expected thtlt the pretax 
profit can be increased to 60¢ per ton by 1963~ This rate of profit would compare :favorably 
with the better bituminous producers such as Peabody Coal ($0. 61/T in 1960)9 Consolidation 
Coal ($0. 76/T in 1960) and United mectrlc Coal ($0. 65/T in 1960). Increased volume from 
North American's pl'esently operated properties will also contribute to improve margins. 

LONG TERM PROSPECTS 

A steady growth in volume can be expected based on the increasing proportion of 
Company sales going to utilities and the ever·expanding consumption of coal by these customers .. 
The percentage of sales going to electric companies reached 673 in 1960 and may be 75% this 
yearp up from 513 in 1955. 

The long term fixed price contracts with utilities provide excellent leverage to a 
Company achieving significant gains in production efficiency. At. the same tlme they afford 
protection against increased labor costs through escalation cla.useso Some of the utilities served 
are American Electric Powerp Cincinnati G & B, Cleveland IDectric IDuminatingp Consumers 
Power, Detroit Edisonp Ohio Edison and Pennsylvania Electric. A veey large new con~act is 
expected when American Electric builds a new plant, currently in the design stage, adjacent to 
a North American mine in Ohio .. 
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North American Coal Corpo 
Common Stock (conto ) .. 3-

Financial condition is strong with cash of $80 9 mfllion versus current liabilities 
of $3. 8 million. Estimated caah flow of $2 .. 8 million. after dividends, will amply cover 1961 
capital expenditures of $20 4 mWiono According to the annual report, "This estimate (capital 
expenditures) may c.bange after we have examined the performance of certain new and novel 
mining equipment which bas recently been placed in operation" o The large ca.eh posltton 
provides wide leeway for increased expenditures as well as virrually guaranteeing the safety 
of the dividend. 

UTILIZATION OF COAL MmE WASI'ES 

Another vecy great potential. now fn the advanced development stage, exists 
ln the research being conducted jointly with Strategic Materials Corp.. on processes for 
extracting useful products from coal mine waste shales. Strategic contributes the technology 
and North American the ca.pttal, receiving in retum Strategic common stock of which it now 
holds about 66, 000 shares., 

The first commercial application of the process will be inaugurated this year 
with the construction of an alum {aluminum sulphate) plant by North American at its Powhatan 
(Ohio) mines. The 40, 000 ton plant is scheduled for completion in August at a cost of $1. 3 
rnllliono 

The next step, and the one with the most interesting potential, is the decompo· 
sitlon of alum to aluminao the raw material for alumlnumo Quoting from the annual report,, 
pilot plant operations "have success.fully demonstrated beyond question the technology of 
decomposition from alum to alumina • • • • • The chief objective this year is to ascertain 
the economic feasibility of the pro~esa 0 .. .. a 0 If the results .. a • " • indicate that this 
process is economically feasible then we will recommend toward the end of the y·ear the 
construction of facilities for this purpose as an addition to the alum plant". The obvious 
advantage of this process as opposed to the conventional one using bauxite ls that here the 
raw material, coal wastes, is available in virtually unlimited supply at literally J!2_ cost on 
the site of the plant. The location of three existing primary aluminum reduction plants on 
the Ohio River (Ormet, Kaiser and Alcoa) could provide a. market for alum:lna produced by 
North Americano 
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North American Coal Corpo 
Common Stock (conto) -4-

It bears repeating that the alumina process haa not yet been proven commerctally 
feasible a A sizable investment in money and management effort has been madet however. and 
North American's officers are highly optimistic on the probabllltles of successo 

RBCOMMHNDA TION 

We feel that the stock is very attractive on the basis of the coal business aloneo 
The alumlna process represents a very large but undefiw.lble plus valueo At the current price 
level the stock offers the potential of large gains without exposure to an undue degree of risko 

INCOME ACCOUNT SYNOPSIS ($000) 

% of tonnage 
Depro o Deplo Net Before Tax Net Tonnage Sold to 

Year Sales St Amorto ($)_ j%) Income Mined Utilities 

4;30/55 $28. 710 $1,300 $ 759 2 .. 6% $ 510 4,261 To NA 
4/30/56 36.522 1, 437 2,160 5 .. 9 1,505 5,629 NA 
4;30;57 44,650 1,564 2,836 6 .. 3 1,949 6,176 563 

12/31157 46, 305 . 10865 2~660 5 .. 7 1. 929 6, 141 59 
12/31/58 39,434 20008 

. 
1,542 3o9 1,087 s.a26 62 

12131/59 34,642 2,052 400 lo2 661 6,357 63 
12/31/60 28p930 1,956 1,217 4o2 1,065 6.355 67 

Per Common Sha.re 
Barned Paid Range 

(Calendar Years) 

4/30/55 $0.43 $0019 Offered 
4/30/56 1033 0 .. 20 7-19-56 @12 
4. 30/57 1.33 0 .. 45 20 .. 12 

12/31/57 1032 Oo60 20 - 11 
12/31/58 Oo74 0,.60 14 - 10 
12/31/59 Oo42 Oo60 14- 10 
12/31/60 0~67 0.60 15 - 10 
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North American Coal Corpo 
Common Stock (conto) 

BALANCE SHEET ITEMS .($000) 

C.ash Receivables 

4/30/57 $2,273 $4,691 
12;31/57 1,765 4,905 
12/31;58 1~ 711 4,667 
12/31/59 6,356 5,266 
12/31/60 8,894 3,733 

Fixed Assets 
Gross Net 

4/30/57 $33,838 $18p814 
12/31/57 38,324 22,097 
12/31;58 40,605 22,476 
12/31/59 42,952 21, 774 
12/31;60 38, 734 18,903 

-s~ 

Total Net 
Current Current Wol:king 

Inventories Ascets Llabillties Capital 

$5,572 $120535 $4,907 $ 7p628 
8,824 15,495 5,471 10,024 
7, 7'14 14,152 4, 101 10,051 
1,913 13,535 3,610 9~925 
1,510 14,136 3,785 10p352 

Long Term Common 
Debt ~itY 

$ 4,245 $23,388 
10,094 23,830 
10,089 24,038 
10,000 239945 
10,000 21,971 

John Wo Bristol & Coo , lncq 
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JOHN W. BRISTOL 

C HARLE& W . CALL, JR. 

April 12, 1961 

JOHN W. BRISTOL 8c CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7. N. Y. 

CORTLANDT 7 - 1137 

Memo to Mr. Leldesdorf. 
Chairman pro tem 

Mr. Linder 
Mr. Hochschild 
Mr. Mitchell 
Mr. Shanks 
Mr· Strauss 

INSTITUTE FOR ADVANCED STUDY 

W .. Ro uMCE & c..c· c· .NY 
• 

Common Ste><.!. 

Until the early 1950's almost all of the profits of Wo R. Grace&: Co. 
were derived from shipping and activities in Latin America that were designed to 
develop traffic for the ship line. Since that time the emphasis llae been drastic8l.ly 
shifted toward chemical operations which now produce almost three fourths of the 
Company's profits. Chemical earnings ha.ve grown at about 153 annually in recent 
yea.rs, far outpacing the record of the chemical industry in general. 

The excellent progress achieved in chemicals ha.a been hidden in 
Gra.ce' s overall results by declines in earnings from its other operations. It now 
appears that the erosion of profits has been arrested and that a strong growth trend 
should develop beginning 1hls year. Some loss operations have been disposed of 
and the Grace Line, whi.ch lost money last year but is currently in the black, could 
be sold this year. Chemicals continue to show healehy growth despite general business 
conditions and a large increase in earnings appears assured for 19610 

Grace's interest in a Libyan oil venture provides a source of important 
fut:ure profit.a which shoald begin to accrue in 1963 and could exceed $1. 00 a share 
soon thereafter. An &gJ:-eement by Bsso to market Grace's share of the crude relieves 
Grace from becoming itlvolved in marketiDg problems~ 

The stock is selling at less than sixteen times estimated 1961 earnings 
and less than seven times cash flow .. Growing awareness of the greatly improved 
quality of earnings and above average growth prospects should result in a considerably 
higher multiple applied to growing earnings, producing excellent appreciation in 
market value. We recommend that the Committee approve the purchase of 5, 000 shares. 
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Wo Ro GRAQ? &, COMPANY_ 

Common Stock 

Range 
1961 

62-35 

Recent 
Price 

58 

Ea1·ned Per Share 
1960 1961 est. 

$3.16 $3.75 

CAPITALIZ.b .. TION «$millions): 

Long Term Debt 
Minority Interest 
Preferred Stock 
Common and Surplus 

(4, 873, 776 shs) 
Total 

Transition to Chemicals 

Price/earnings rati.o 
1960 1961 

18. 4K 15 .. Sx 

Balance Sheet 
6--30-60 

$195.7 41.9% 
28.0 6.0 
12.6 2.7 

230.6 ...... 49.4 

$4.66~_9 100.0jl_ 

D!Yidend Yield 

$1. 6o+stk 2. 8% 

Market Value 
4-6 ... 61 

$195.7 37. 73 
28.0 5. 4 
12.6 2.4 

~82.7 54.5 

$SJ9.Q ~>~ 

Until the early 1950's a~most all of the profits of W.R. Gxace ~nd Co. were derived from 
shipping and activities in Latin America that were designed to develop traffic for tb.e ship line. 
Since that time the emphasis haa been drastically shifted toward chemical operations. Although 
this reorientation program is goneral knowledge in the investment community~ the extent of the 
progress and current status of the Company's earning power are not adequately reflected in the 
price of Grace common stock. One good reason for this is that declines in Grace's other operations 
have hidden the excellent progruas made in chemicals, as is clearly d~'monstrated by the following 
sales and earnings figu:r:eso 

Chemi.ca! Earnings per common Bba:r.e 
Sales Before long term debt interest & pfd._ divs. 

,il millio~) % increase Chemical 3 of !total Other -~perations _.2i.Q! tot.al Tot.al 

1956 $156 8% $1.71 353 $3.17 65% $4 .. 88 
1957 167 7 L54 33 3.11 67 4o65 
1958 170 8 L90 59 1.30 41 3.20 
1959 203 19 2.73 65 lu 48 35 4.21 
1960est. 229 13 3.06 73 1.11 27 4. 17 

The record of Grace' a chemical operations has been truly outstandingp both in absolute 
terms and relative to the indusc:y. The period 1956-1960 was not a favorable one for the chemical 
industry in general and several ·Jf the leading companies ha.ve failed to Tega.in the levels of earning 
power achieved in 1955 or '56. 
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W. R. Grace & Company 
Common Stock (continued) 

-2-

The decline in earnings from Grace's other activities has more than offset the ga.:tns in 
chemicals so that 1960 results will be far below the 1956 leveL Steadily increasing depreciation 
and debt interest charges have also cut into earnings although these are» of course, necessary 
ingredients of a rapidly growin;:~ chemical complex. 

Outlook 

It now appears fha.t the ·~rosion of overall profits baa been arrested and that a growth trend 
should develop beginning this y 1-!U o Latin American pa.per prope11:1es which ha>d shown a larger 
loss .in each succeeding yea:r. from 1956 through 1960 have been sold. Grace Line. which hw:l 
produced goodprofits in 1956 aad 1957p declined in 1958 and 1959 and showed a loss in 1960. 
Except for these two factors. 1960 net per share befo1:e interest and preferred dividends would 
have equaled 1956. Grace Line will do no worse than break even in 1961 a.nd there is a good 
chance the line may be sold thiJ year o Other South American activities have remained profitable 
although below 1956- 7 levelso The "general business" category, of which Grace Bank is the most 
important factor, has shown a good trend of earnings and should contribute to growth. 

The cash acquisition by Grace of a 533 interest in Cosden Petroleum augmented Grace• s 
1960 earnings by some 15¢ per share before interest and preferred dividends. As over 20% of 
Cosden' s profits are said to come from petrochemical activities. the relationship seems logical 
and could prove increasingly v~1luahle to Grace. 

Libyan Oil Venture 

A source of important foture profits for Grace exists in its 24. 53 interest in a Libyan 
oil venture in association with Standard OU of New Jetsey and Texas Gulf Producingo Drilling 
efforts have been higi1ly sucees:sful and a pipeline is being laid to transport the oil to the 
Mediterranean Coast. As Essc1 has a.g-reed to purchase and market Grace's share of the crude 
oil, at Grace's option, the Company need not become involved in marketing problems unless it 
is clearly advantageous to do so. Although it is impossible to estbnate accurately the timing 
and extent of profits from this ?enture it appears that they should begin to accxue in 1963 and 
could exceed $1. 00 per Grace f!hare shortly thereafte1:0 
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W. R. Grace & Company 
Common Stock (continued) 

Earnings Projections 

-3~ 

For 1961, elimination of loss operations o.nd a further moderate growth in chemical 
earnings should proo'uce a worflwbile gain in :reported profits with $3. 50 per share a minimum 
expectation. If the general ecoriomlc situation improves significantly earnings of better then 
$4. 00 per share are a definite possibility. First quarter results will show excellent gains 
from the previous year's level reflecting the factors mentioned above. The ship line is currently 
in the black and chemical sales show continued healthy growth. 

Continuation of the :favm·able trendB now in evidence should produce earnings of $5. 00 
per share within a few years ar.d above average growth can be anticipated thereafter with 
chemical and oil profits contrituting an jncreasing share of the total. Financing of this growth 
should not be a problem as cash flow, building up rapidly, reached a level of $44 million or 
about $9.00 per share in 1960. 

Conclusion 

Growing awareness of the greatly improved quality of earnings and growth prospects 
should result in a considerably higher valuation of Grace' a common stock. Selling at less than 
sixteen times probable 1961 earnings and less than seven times cash flow, the stock offers 
exceptional value .for appreciation. 

HBT:lh 
4-11-61 

John W. Bristol 8t Coo • lnco 
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Il'1COME ACCOliliJT SYNOPSIS ($millions): 
---;;-;-;-;~---.....____. - . 

Net Before Depr. & Tax 
Ye.~ ~ Sales_. __ilL_ fJ'_L__ 

1951 $291i. 4 
1952 315.6 
1953 331.0 
1954 413.4 
1955 427.1 
1956 438.l 
1957 459.7 
1958 434.2 
1959 469.7 
1960est.a 553. 0 

$26.3 
20.1 
30.6 
37.6 
45. 7 
46. 8 
43. 3 
39.2 
48.4 
54.4 

s.93 
6 .. 4 
9. 2 
9.l 

10.7 
10.7 
9o4 
9.,1 

10.3 
9.,8 

Per Common Jifmre 
Earnedb Paid --- Range 

1951 $2.71 $1~60 34·-27 
1952 2.17 lu60 34-26 
1953 3. 31 . l.75 33·25 
1954 3.72 1. 75 48-28 
1955 4.25 2.00 55-42 
1956 4.51 2.30 60~·45 

1957 3.54 2. 40 57-39 
1958 2.24 2.20 50 .. 41 
1959 3o30 l, 60 +stk 55-43 
1960est. 3.16c l. 60-nstk 45~32 

a) including equity in Co 3den. 

w. Ro GRACE _&-co~ 

Uuremlttcd Total Net 
Depreci- Net Earnjngs of After Pfd. 
ation Income non·-consol. Subs. Dividends --·-

$ 6.0 $ 9.9 $1.0 $ 9.9 
6.4 8.5 0.5 8.l 
7.5 12.6 0.9 12.5 

11.S 14.8 1.8 15.6 
14. l 18.8 1.2 19.l 
14. 3 19.8 1. 7 20 .. s 
17.6 15.5 2.0 16.5 
20.7 10.0 1. 4 10.5 
2108 14.8 108 15.7 
28.2 16.2c - 15~3c 

Chemicals 
Net Per Share 

.,Sil~- (before int. & 
.J~ 3 Tor.al pfd. divs. ) 3 Total 

$ 45 16% NA 
45 14 NA 
65 20 NA 

131 32 NA 
145 34 NA 
156 36 $1.71 353 
167 36 1.54 33 
170 39 1.90 59 
203 43 2.73 65 
229 42 3.06 73 

b) On average aharesa a13 reported; adjusted for 2% stk divs. o 1959, '60, '6.1. 
c) Including net capit.al fains of $lo 3 million (27¢ per share) on slae of Foster & Kleisero 

BALANCE SHEET ITEM.S {$mill ions): 
Total 

Year End Ret eiv- Current Current 
12-31 Cash aMes Inventories Assets Liabilities --- ...... 

1956 $56.5 $6.Ll $77.0 $19800 $89.8 $108.1 
1957 59.8 61.0 7'7.6 20203 81.7 120"6 

1958 66.9 63.S 70.3 205,6 75o3 130.3 
1959 63.3 83~8 Tl.O 228.6 90,5 138.1 

ProE£Jty Acc01 'nts Long Term lvUnority Preferred Common 
Gross Net Debt J!iterest Stock Equity . 

1956 $281(\ 1 $lf,3. 9 $ 91 .. 2 $12.2 $1206 $210.8 

1957 337.0 2C'7. 5 126.9 12.l 1206 215 .. 3 
1958 362.6 2.'.ll~ 9 16305 6.9 1206 215.6 
1959 392.1 222~7 16~l. 7 7o3 12y6 22109 
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JOHN W. BRISTOL 

CHARLES W. CALL. JR. 

January 21, 1961 

JOHN W. BRISTOL 8c CO. 
INCORPORATED 

238 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7 ° 1137 

Memo to Mr. Linder, Chairman 
Mr. Hochschild 
Mr. Leidesdorf 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

INSTITUTE FOR ADVANCED STUDY 

COPELAND REFRIGERATION CORP. 

Range Recent Earned ~r Share ~ce/._Earninga Ratio 
, l960w61 Price 1960 1961est. 1960 1961 Dividend Yield 

33-21 30 $2.50 $2.60 12.0x 11.Sx $1.00 3.3% 

INCOME ACCOUNT SYNOPSIS: 

Yr. F.nd Net Deprect- Net Net # of 
Sept. Sales ation Before Tax Income Shares 
30th (000) (000) (000) Marg~ (000) (000) 

1951 $14pl04 $110 $ 920 6.5% $ 427 600 
1952 14,138 117 934 6.6 481 600 
1953 22,435 145 10851 8.2 741 675 
1954 23,212 172 2,178 9.4 978 ·675 
1955 25,076 194 20053 8.2 983 675 
1956 29,237 228 1,791 6.1 882 800 
1957 2809.63 302 2#175 7.5. 1,066 800 
1958 30.195 379 1,627 So4 796 800 
1959 350039 525 20999 8.5 1,427 800 
1960 39,562 592 4,179 10.6 2,007 803 

Per Common Share 
Earned l'aici Range 

1951 $0.71 $0.55 7-4 
1952 0.80 0.25 8 ~ 4 
1953 1.09 0060 14 ~ 8 
1954 1. 44 0.75 17 - 12 
1955 1.45 a.so 18 • 13 
195~ l. 10 0.90 17 - 13 
1957 1.33 1.00 16 - 11 
1958 0.99 0.70 16 - 10 
1959 . 1. 78 0.70 28 - 15 
1960 2.50 0.90 33 ... 21 

Board of Trustees Records: Committee Files: Box 2: Finance Committee Information 1961-1964 
From the Shelby White and Leon Levy Archives Center, Institute for Advanced Study, Princeton, NJ, USA



~ 

Copeland Refriacrerator C.Orp. 
(continued) 

BALANCE SHEET ITEMS: 

Yr. End 
Sept. 30 Cash 

1956 $1,255 
1957 855 
1958 1~182 
1959 . 2,421 
1960 2,493 

Recelva-
bl es 

$2,543 
2,851 
3,105 
3,309 
3,123 

Plant Accounts 
Gross Net 

1956 $2,977 $1,947 
1957 5,198 3,965 
1958 5,622 4,249 
1959 6,011 4,249 
1960 6,405 4,208 

1/27/61 

.. 2-

Inven-
tortes 

$5,139 
4,889 
4,181 
4,589 
5,236 

Long Term 
Debt 

$ 15 .. 
2,000 
2,000 
1,870 

Total Net 
Current Current Working 
Assets Liabllittes Capital 

$8,936 $3.781 $5,155 
8,595 3,248 5,347 
8, 418 3,148 5,270 

10,318 4, 198 6,120 
11,061 3,509 7,552 

' Common Equity 
E;guitI Per Share 

$ 7,321 $ 9.15 
7,587 9.48 
7,823 9 .. 78 
8,694 10.86 

10,013 12.47 

John Wo Bristol & C.Oo 11 lnCo 
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JOHN W. BRISTOL 

CHARLES W . CALL. JR . 

Pebruary 2, 1961 

Rqe 
1960-61 

22 .. 12 

Rec~t 
Price 

20 

JOHN W. BRISTOL & CO . 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y . 
Memo to Mr. Linder, Cbab:man 

Mr. Hochsddld 
CORTLANDT 7·1137 

INS'lTl'lrrB POR ADVANCBD STUDY 

NAT.tONAL PROPANB CORPORATION 

F.amed per share 
12 mos. 10--60 

$.90 

Price'"earnings 
ratio 

22.3x 

Mr. Leidesdort 
:Mx'. MitJcbell 
Mr. Shanlcs 
Mr. Strauss 

Dlvil:WJ~ 

stock 

INCOME ACCOUNT SYNOPSIS: 

Flscal Yra Net Depreci- lnte&:~st Char~s _ Profit Before Taxes Net 
Novo 30th Sales ation (000) min~~ ~~) (000) f&) Income 

1955 $ 3,524 $ 340 $240 4.0x $ 304 806% $135 
1956 10,298 . 914 565 S.l 1,238 12.0 624 
1957 11,879 1,079 595 3.7 1,689 13.8 826 
1958 13,700 1,171 611 s.s 1,541 11.2 779 
1959 19,·146 1,334 686 3.4 1,670 Bo 7 890 

SMos. 
4/30/60 8,890 576 273 4.S 898 10.1 471 

12Mos, 
Oct. '59 18,274 1,370 685. 4.1 1,663 9.1 838 

'60 18,903 1,380 66·1 4o 1 1,594 8.4 798 

per Common Share # Slares 
Nov. 30 Earned* Paid Range Outstandin2 

1955 $0032 - 10 - 10 201,680 
1956 0.75 - 13 - 6 473,108 
1957 1.05 - 10 - 6 476,660 
1958 0.97 53stk 14 .. 7 500,071 
1959 1.16 5%stk 18 - 11 573,601 

5Mos. 
4/30/60 Oo62 5%stk 19 - 12 632,575 

12Moso 
Oct. '59 loOO 

'60 0.90 19 - 12 649,343 

• Adjusted for stock dividends through 1/60. 
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NATIONAL m.OPANB CORPORATION 

BALANCE SfBBT ITEMS: 

Recelva .. 
Nov. so Cash bl es 

1955 $ 453 $ 844 
1956 1,476 1,370 
1957 937 1.939 
1958 1,606 2,320 
1959 947 3., 263 

4/30/60 1,008 3,270 

Property Account 
Nov. SQ 

1955 
1956 
1957 
1958 
1959 

4/30/60 

2/2/61 
HBT:lh 

Gross Net 

$ 6,781 $ 6,198 
18,454 17,007 
20,233 17,838 
20,680 18,783 
23,276 18,632 
23,617 18, 444 

lnven-
tortes 

$ 382 
1,001 
1,130 
1,567 
1,492 
1,475 

Subs id. 

$75 
75 
75 
75 
75 
75 

Total 
Current Current Working 
Assets Lt abilities Capital 

$1,716 $ 196 $ 920 
3,892 2,626 1,266 
4,006 2,570 1. 4.36 
5,570 3, 190 2,380 
5,738 3,557 2,181 
5~877 3,380 2,547 

Long Term Pref.erred Common 
Debt Stocks BqultY Per Sh. 

$ 5,364 $1, 155 $ 809 $2.84 
11,562 5,355 1,842 3.89 
11,951 5,355 2,402 5.04 
13,662 5,310 2,962 5.86 
12,679 4,909 4,001 7.23 
12,499 4,640 4,549 7.29 

John W. Bristol & Coo 1 Inc. 
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JOHN W . BRISTOL 

CHARLES W. CALL, JR. 

January 30, 1961 

Ranae 
196Cr61 

'3"· 32 

Recent 

~ 

42 

JOHN W. BRISTOL 8c CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

COllTLANDT 7·1137 

Memo to Mr. Lind.er, C:uUrman 
Mr. Hodlschlld 

INSTl'IUTB FOR ADVANCED SI'UDY 

COLORADO INTERSTATE GAS COMPANY: 
Common Stoek 

P/B Ratio 

Mr. Letdesdorf 
Mr. Mitchell 
Mr. Shanks 
Mr. Strauss 

Barned Per Share 
1960esi. 1961est. 1959 1960est. DlVideDd ~ -
f.2. 00 ;z.25 21.0x 18.6x $1.25 3·u·O% 

Oae major factor tending to depress the gas transmission stocks. bas been 
the uncertainty regarding tbe final deciaions to be made in many important pending rate 
cases and the effects that these decisions wW bave on past, present and future earnings 
of the companies concerned. Colorado !n.terstate, with all of its past rate cases settled 
and no new ones anticipated in the intermediate future, ls not subject to this uncertainty 
and its past record can.be accepted at face value as a valid pattern of earnings growth. 

From 1954 through 1959 operating revenues Increased at au average 
compound annual rate of 17 1/23 and eamlngs per share gained in every year, averagtog 
over 10 1 /'J!fo annually. 

The Company has submitted to the F. P. c. an expansion plan which would 
increase system capacity by some 75%. This can be accomplished with a very mluor 
amount of new common stock financing and perhaps with none as the Company could 
derive the equity portlon from the sale of some of the Colorado OU & Gas common stock 
that it holds. The market value of this investment represents about $5 per Colorado 
Interstate share ln excess of its value on the Company0s books. 

Earnings in 1960 are benefittlng significantly from two new noaregulated 
contracts which total 150D 000 MCF /day. Colorado Interstate recovers moet of this gas 
after it is stripped of helium by the U.S. Government ln one case and of liquid hydro
carbons by two oil companies in the other. 
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Colorado Interstate Gas Company 
Common Stock (cont.) 

-2-

The territory served is showing excellent growth and the Company 
enjoys one of the best gas reserve positions to the industry - 26 tllnes 1959 sales. 
An eamlngs growth rate of 12% annually for the 11e~ several years appears to be 
entirely within reason. 

Selling at 180 6 times estlmaf.ed 1961 earnings (16. 4 times It the muket value 
Colorado Oil & Gas hol~ IS deducted) the common stock offers abQve mterage attract1on 
for growth. 

COLORADO INTERSTATE GAS COMPANY 
2, 470, 439 BhSo 160 

Yr. Bnd 
Dec. 31 

Operating Net Per C'...ommon 

1954 
1955 
1956 
1957 
1958 
1959 

Revenues Income Earned 
($000) ($000) 

$27,878 $2,704 $1.04 
31,892 3,521 1.24 
36,123 3,793 1.34 
49,343 4,445 1.60 
54,28811) 4,561• 1.64• 
62,341 5,287 1.71 

•Note: 1958 restated to reflect final settlement of rate cases. 
•• Adjusted for 403 atock di'1idend in June, 1960. 

Paid · 

$0089 
Oo89 
0.89 
0.89 
0.89 
0.89 

Share .._ 
Range 

37 - 27 
49 - 36 
55 ~ 39 
58 - 24 
42 - 26 
42 - 29 

HBT:lh 
1-30-61 

John W o Bristol & Co. , !Inc. 
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.JOHN W. BRISTOL 

CHARLt:S W. CALL • .JR. 

.February 1, 1961 

JOHN W . BRISTOL. & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7. N. Y. 

CORTLANDT 7-1 137 

Memo to Mr. Under, Chairman 
Mr. Hocbsdilld 
Mr. Lelclesdorf 
Mr. Ml~ 
Mr. Sbants 
Mr. Strauss 

INSTl'IUI'B POR ADVANCED STUDY 

FRUBHAUP TRAILER COMPANY 

•Approximately 1, 000, 000 common shares are reserved for ccmverslon 
of $26, 500, (000) 4% cOnvertible Debenturesa 

· INTRODUCTION 

On November 3, 19550 the then President of Frueha.uf Trailer Company presented what 
may be the most flambouyantly optimistic address ever given to a group of security analystso 
It was said that sales would increase fcom $235 mmton in 1955 to $350 million in 1956 and $500 
million in 1957 and "profit margins will be satisfactorily consistent with that high unit production 
and sales volume". .Facilities were expanded and production was ste~~ up to meet the expected 
dynamic surge in demand. 

SubElequent events proved to be painfully dissimilar to the Company's expectations. 1955 
proved to be the high point for the trailer industry with shipments of 76, ·468 units. .Shipmem:s 
d~ined sharply for the next three years before recovering in 1959 to a.level of 67, 000. Fruehauf a 
sales advanced to $256 mlllion in 1956 but dropped in the next two yearso Margins plummetted 
after 1955 anc~ ea.rnfngs fadecl into a substantial loss by 1958. The common stock dropped from a 
1956 high of 38 3;8 to a low of 8 3;4 in December, 19570 
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Fruehauf Trailer Company 
(continued) 

-2-

This, briefly, ts the history that earned for Fruehauf the low regard in which tbe stock 
has been Jield by invest.ors. There now exists strong evidence that drastic internal changes 
have made Fruehauf a "new Company0 that can not be validly compared with the old. The . 
potential offered by the anticipated large scale acceptance of "containerization" could mean a 
"DeW era for trailer manufacturers. These factors combine to make Fruehauf common S1X>Ck 
extremely interestl11g for appreciation baaed on the probability of a suomg recr.ma:y ill 
earnings followed by above average growth. 

MANAGBMBNr 

Practically all of Fruehaur a top level exect1ttves have assumed their positions within 
the last three years. William E. Grace. was elected President in September, 1958 and was 
made Chief Executive Ofiicer in September, 1959. Management, operations, product lines and 
finances have all been substantially altered. Many of the changes merely represented imple
mentation, for the first time in the Company, of elementary business practices such as cost 
and inventory controls. sales projections, et.c. Standardization of products and components 
substanUally reduced capital requirements in addition to greatly improvtng efficiency. Size ... 
able write-downs were made to put inventories, receivables and plants on a sound ac;counting 
basis. 

EVIDENCE OF IMPROVEMENT IN OPERATIONS 

Although 1960 volume will approximate that of 1958 which was the lowest level since 
1954, Fruehauf will report the second highest profits 1n its history. In 1958, a similar level 
of operations produced a loss of $3. 5 million excluding $5. 9 million of extraordinary charges 
and $4.. 8 million pretax Income from finance subsidiaries. Despite the sharp drop in sales in 
the second half of 1960, results remained in the black and it appears that for the full year p1'0fit 
margins will have held up smprisingly well. Based on the recent depressed level of operatio~, 
the breakeven point, excluding finance company Income • . now is somewhere below a $170 million 
rate of sales. Related to a total capacity of perhaps $500 million, this would indicate a higbly 
efflctent operation. 

The financtal condition also indicates greatly improved control in that area. Jn the first 
nine months of 1960 net working capital declined moderately by $2.6million (33), an amount 
equal to the reduction in long term debt. Inventories have been reduced sharply and the cash 
position is strong; Debt has been reduced steadily since the end of 1957. 
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Fruehauf Trailer Company 
(conttnued) 

CURRBNT SITUATION 

-3-

It appears 1hat the last quarter of 1960 probably was the low point in sales and earnings 
for the C.Ompany. Accordmg to recent statements by Mr. Grace, new orders turned up bi 
December, prices are firm and backlog is rising. First quarter '61 earnings should exceed 
the 30¢ dividend. Some sizeable orders have been received from ship lines for containers. 

Prices of trailers vrW be reduced shortly but~ according to Grace, due to compe
tition. Reductions would reflect significant savings now-being obt.ained in ~e cost of glass, 
tires and axles. 

'Ibe bad order ratlo of railroad rolling stock ls currently at a very high level. A 
director of a major railraad states that many cars will not be repaired Wt.will be replaced 
by containers. Piggyback operations were up 34% In 1960 aver 1959. 

The dividend appears entirely safe now, barring truly .drastic .furdler decline in 
general busiiiess. Management had intended to continue the 30¢ rate through the first two 
quarters of 1961 even lf earnings did not tum up. 'Ibe strong cash position justifies continu. • 
ation of the rate even if the margin of coverage is narrow. 

LONG TERM OUTLOOK 

The ~onomtcs of "containerization" offer such important advantages to ship lines, truckers 
and railroads that large scale usage of containers has to be merely a question of time. For example, 
a recent study made for an east coast ship line indicated that macerial handling costs could be 
reduced by over 803 when containers were used. Although related labor problems are not entirely 
solved, the agreement between shipowners and longshoremen is a major step in that direction. 

The major roadblock to widespread acceptance of containers seems to be lack of standard·· 
tzatt.on. Fruehauf expects its "Twin Twenty" unit, introduced in September, 1960, to become the 
standard. 'Ibis is a 40-foot tandem axle unit that can be hauled on through highways and is separable 
into two 20 .. foot vans for local deliveries. The two 20-foot ·containers can be removed from the 
undercarriages for transport on ships or flat cars. The versatility of the unit and Fruehauf s 
leading position in the industry support the probability that the ~ Twenty could solve the standard-
ization problem. · 

While it is impossible t.o predict the exact timing, we are convinced that a dynamic market 
for containers will develop and that this ls likely to occur on the recovery phase of the current 
business cycle. 
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Fruehauf Trailer Company 
(contmued) 

.. 4-

Apart from die potential offered by containers, the outlook for truck traffic and trailer 
manufacturing over the next several years ts f.avorableo Trucks have ~een gradual\y lnc:reasing 
their share of the freight tr.ansportatlon market Motor .freight traffic approximately doubled 
ID dlo ten years ending 19590 Revenue per ton-mile has increased stEiadily for trucks. The 
vast highway wilding programs have contributed much to die growth of trucking and will 
continue to do sop Replacement demand should be particularly strong in the next several years 
as the units produced in the early postwar period require replacement. Obsolescence of older 
units has been hastened by improved designs and by Uberaltzatlon of restrictions on vehicle 
length and weighto 

Although Fruehauf's business remains baslcally cyclical, increasing container sales 
should provide a higher level of "normal" ea.ming power as well as contributing to an overall 
growth trendo Internal improvements should also result in greater stability of earningso 
These factors should in time mitigate the Company' a erratic inst record and result in a 
higher average earnings multiple for the stock. 

The level of earnings in 1961 will depend largely on the timing of'an ulJtrODd.ln aenoral 
business and the rate of increase in orders for containerso We estimate a range from $1. 60 
per share under continued adverse conditions to over $2. 00 1f volume recovers rapidlyo By 
1962, a level of $30 00 to $3. 50 should be easlly obtainable with the economy in the recovery 
stage. 

Longer term, estimates of $5 to $6 per share. fully converted, have been maden Whlle 
we are unable to develop sound projections that support such figures, we do not feel that such 
levels of earnings must be expected to justify purchase of the stock at its current price. We 
must concede, however, that the very large potential market for containers and the leverag-e of 
the present excess plant capacity provide Fruehauf with the opportunity to achieve substantially 
higher earnings than we project for 1962. 

We conclude that Fruehauf common stock offers a reasonable probability of substantial 
appreciation in addition to an attractive current yield at 23. · 

2-1 .. 61 
HBT:lh 

John W o Bristol & C.Oo , Inc. 
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FRU.BHAUF TRAIL.BR COMPANY . "' 
INCOME ACCOUNT SYNO.PSIS .($000): 

Yro End Net Depreci- Pretax Pretax Net 
12-31 Sales a ti on Operating Net Fin. Co. Net Profit 

($) Margin 

1952 $160,958 $1,238 $ 9,937 5.83 $1,970 $ 5,847 
1953 192,628 1,330 12,902 6.7 1,884 7,218 
1954 152,229 1,337 6,278 4.1 2,400 4,351 
1955 233,615 1,554 15,295 6 .. 6 2,841 8,712 
1956 255,620 2, .214 5,6738 2.2 4,846 4,266 
1957 232.042 2,361 1,178 o.s 5,192 . 1,809 
1958 210, 467 2,412 9, 355a 4.4 4,847 5,413 
1959 249,683 2, 537 20,229 8. 1 6,619 12,971 
1960est. 215,000 2p500 13.600 6.3 6,600 9,700 

Per Common Share b 
Earned Paid Range 

19~2 $1.85 $1.00 12 - 10 
1953 2.32 1.00 12 - lo 
1954 1.29 l.OOtetk 18 - 11 
1955 2. 11 l.oo+stk 29 - 16 
1956 0068 l.40+stk 38 - 22 
1957 0.23 0.7o+stk 24 - 9 
1958 0.87 -- 20 ~ 9 
1959 1. 92 -- 31 - 19 
1960est. 1.40 1.20 30 - 17 

a. Including net special charges, 1956 $2, 141, (499); 1958 $5, 900, (108). 

b. 
As reported, on average shares. 

BALANCE SHEET ITEMS ,($000): 
Net 

Year Receiva- Inven- Current Current Current 
End Cash bl es t.orles Assets Liabilities Assets 

1956 $24,956 $40, 364 $101, 476 $167,758 $71,833 $95.i825 
1957 16,462 38, 146 82,588 138,235 47,929 90,306 
1958 16, 022 35, 416 56,883 109, 489 29,893 79, 596 
1959 23,197 47, 824 58, 725 130,935 45,224 85,711 

9/30/60 19, 374 39, 699 49, 692 110,187 27,102 83,085 

Property Account Preferred Common 
Gross Net Invest. Debt block &iuity 

1956 $47,777 $33-678 $48,050 $67,606 $7,914 $103, 987 
1957 47, 906 31, 931 · 60,322 71,359 7,855 100,719 
1958 47,196 28, 634 61,260 66, 432 7,855 93,,069 
1959 50,018 29,552 62, 841 62,098 7,, 855 106,157 

9/30/60 51,221 29, 541 63, 094 5'), 503 7,855 109, 198 
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JOHN W . BRI STOL 

C HARLES W . CALL, JR. 

JOHN W. BRISTOL & CO. 
INCORPORATED 

233 BROADWAY 

NEW YORK 7 , N . Y. 

CORTLANDT 7 - 1187 

INS'lT1'UTB POil ADVANCED mJDY 

UNlTBD ARTISTS COllP0R4TION 

6% SUbordlnat.ed Notes due 2· l - 76 
With Warrants 

United Artista was p:irchased by the present management in 1951. 1be 
operations have been almost t.otally chalJged and have progress«l from near bankruptcy 
to profitability and healthy growth. 1be Company no longer produces movies but 6mctions 
mainly as a fimmcing and distriilutlllg agent for independent producers. The main source 
of revenue ls the distrlbutlon fee received for promotion and rental of films to tb.ear.ers. 

~cellent growth in gross and net income has been offset by substantiaJ 
tncreases in outst.anding common shares. Except for the proposed new warrants, 
remainlDg potential dilution is negligible and Inordinate amounts of equity financing should 
not be required in the inure. · 

The Notes are of satisfactory quality and provide an attractive yield of 696, 
The management has achieved an excellent r~rd in adjusting the operations tD industry 
trends and then outperforming the lnduat:ry. Assuming a curtallment·of dilution, common 
share earnings should show above average growth. During the life of the warrants, the 
stock could well appreciate 70% which would prOduce a gain of 50% on the total investmento 

The total issue will be in the amount of $10, 000, 000. Purchasers will 
include United States Steel Pension Fund ($6, 500, 000) and Ford R>undatlon ($1, 500, 000). 
'lbe balance of $2, 000, 000 bas been reserved for clients of John Wo Brlsto1 & Co., Inc. 

It la recommended that the Committee authorize the purchase of $250 M 
United Artists 6% Notes with warrants. 
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Amount: 

Price: 

Warrants: 

Slnk1ng Fund: 

UNITED ARTISrS CORPORATION 

6% ~rdinated Notes with Warrants 

$10 Million 

Par 

20 per $1, 000 Note. Exercisable at 37 1/2 for six years and at 40 for 
four years. Protected against dilution. Company will pay for two 
registrations. 

Beginning 1n the sixth year, to retire one half of the 1ssue by the 14th 
yearo Notes surrendered in payment for shares acquired through 
exorcise of warrantzs may ba apJritocl 8Q81nDt s.tnttng ~ roqulremcmts. 

Optional Redemption: After the fourth year, at 106 declining to par 1n last year o 

Subordinated: To bank loans, secured debt and other senior borrowings. 

Other Provisions: Restrictions on dividends and add1tlonal subordinated debt and other 
standard provisions. 

PRO FORMA CAPITALIZATION ($000): 
Balance Sheet 

10-1-60 
Market Value 

2-2-61 

Notes Payable (banks) 
6% Participating NoteJl 

NBW 63 Notes 
63 Debentures (subsidiary) b 
Other long term 

Common Equity c 

$14,731 
20,000 
34.731 
10,000 
3,000 

- 2,629 
15, 629 
33,877 

.~4, 237 

a Includes additional $5 million sold after 10 .. 1-60. 

41.23 

18.6 
40.2 

100.0% 

Participating interest makes effective rate currently around 8%0 
b Not guaranteed by parent company. 

$ 14,731 
20,000 
34, 731 
10,000 
3,000 
2,629 

15,629 
58,247 

$108,607 

c 1, 224, 218 shares Common and 440, 000 shares Claes B, total 1, 664, 218 shares. 

32.0% 

14o4 
53.6 

100.03 

Class B is convertible into Common, share for share, and has equal rights but dividends have 
been waived on Class Bo 
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United Artists Corporation 
(continued) 

HISTORY AND BUSlNBSS 

.. 2-

The present management acquired United Artists from Charles Chaplin and 
Mary Pickford in 19510 The Company bad not shown a profit since the war years and was 
near bankruptcy at that timeu Since tilen the operations have been almost complet.ely 
changed and gross revenues and net income have grown steadily. 

United Arttsts la now basically a financing and distributing agent for inde
pendent producers of motion pictures. It owns no .Gtlldioa, has no stars under contract and 
is not directly involved in the actual making of pictures. If U. A. is au.fficlently impressed 
with prospects for a proposed film it will undertake to obtain the financing for the producer 
and to distribute the film upon completion. The entire estimated co~ of the picture is 
normally obtained tiu'ough bank loans guaranteed by U. A. The Company may put up additional 
money to cover cost overruns and will generally have an equity interest of from 103 t.o 50% 
1n the net profits from the film. 

The main source of revenues is the distribution fee received from promotion 
and rental of films to theaters. This fee, which averages 323 of the gross film rental 
charged, iB a "senior" charge which must be paid ahead of other expsnses of the film producer o 

Thus, when a film loses money or breaks even from the equity sr.andpoint, U. A. may still net 
a worthwhile profit from distribution fees alone. Dietrlbution rights are usually obtained for 
a period of seven to ten years and, whenever possible, include television rights. 

United Artists' accounting on equity positions is more conservative than th.et 
of tbe industry generally. The Company writes off probable lose films immediately but does 
not record any profits on successful films until all coats have been recovered. The usual 
practice is to amortize the irNestment at a .fixed rate so that profits can be shown prior to 
full recovery of production coata. 

While the number of conventional movie theaters baa decreased, drlve·tns 
have increased rapidly. While total attendance at movies is far below the peak levels of the 
Forties, the declining trend has been reversed and increased admission charges' have offset 
much or all of the effect. on total box office receipts. In. any case, Unlteq ArtistB revenues 
and profits have grown ot about 12% annually in recent years. In addition t6 the operations 
described above, the Company also distributes films for television showtng and through sub
sldtaries produces phonograph records and television film Bhowso 

EARNINGS RECORD 

. As shown in the st.ntiatical exhibit, tile excellent trends 1n revenues and profits 
have been more than offset in recent years by substantial increases in. the munber of common 
shares outstanding. In 1955 and 1956 the Company bought and retired large blocks of stock. 
Subsequently, two public sales of common and conversion of a large debenture issue resulted 
in an increase of 1223 in outstanding shares. Bx.eluding the proposed new warrants, the 
remaining potential dilution is relatively insignlficanto 
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' 
Unit:~d Artists Corporation -3-

(continued) 

1960 results were somewhat disappointing due mainly to a decline in the 
number of "big" pictures released. The increase in gross revenues was less than the 
gross added by the consolidation of two new subsidiaries engaged in producing TV films 
and diat:rihuting old films to television. ·As these subsidiaries made only modest contri
butions to profits; the pretax margin declined. However, since a greater proportion of 
earnings was derived from foreign sources, '11e effective tax rate was lower by about. 
enough to leave earnings approximately unchanged foJ: the year. 

1961 is off to a good start with three major pictures, released in December. 
1960. doing well. These thxeeg "Exodus'', "The Alamo", and "'I'he Facts of Life", should 
produce a worthwhile gain in earnings 1hls year. Longer tei-m, die successful record of 
the ma.nag"ement should continue and0 if further dilution ia minimized, will be refiected in 
increasing earnings pex sb..ure. Gxadual improvement ia also exie cted in the profits of the 
subsidiaries mentioned above as amortiZation charges declineo The Company now possesses 
much greater investment stnture than it did during the period when the heavy dilution was 
incurredo It is a reasonable assumption tilat future growth can be achieved without necessi .. 
tating inordinate amounts of equity financing. 

Current data on the common stock are aa follows: 

Range 
1960 .. 61 

36 - 24 

Recent 
Price 

35 

E'.aJ:ned per Share 
1960est. 196Iest. 

$2.45 $2 .. 75 

FINANCIAL CONDITION 

Price/earnings ratio 
1960 1961. Dividend Yield 

14o3X 12.7x $lo60 406% 

.AltilcJugh pro forma debt amount a to almost 6~ of the 1>alance sheet C4Ditali- . 
zation 1ilia is not out of line ·witen the nature of the business is consideredo The borrowings 
are well covered by asaete producing stable income to se1-vice tile debt.; Not reflected on 
the balance sheet ore substanticl residual values in successful productions tiiat: have been 
fully amorti.zed. Investment in ftted asoets is Virtually nil. 

SUMMARY 

The Notes are of satisfactory quaUty and p:;::ovide an attractive yield of 634 
The management bas achieved an excellent record in adjusting the operations to industry 
trendso Assuming a curtailment of dilution, common ah.are earnings should show above 
average growdlo During the life of the wa.rranta, the stock could well appreciate to a level 
$25 1n excess of the exercise price which would produce a gain of 50% on the total investment. 

2 ... 7-61 
HBT:lh 

John W. Bristol & Co. o lncn 
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United Artists Corporation 
(continued) 

_INCOME ACCOt.Jl'IT SJNOPSI~($000): 

Year Grosn Depr.& 
End Revenues Amort. 

1951 $ 19,625 $N.R. 
1952 29,001 N.R. 
1953 38,475 No Rn 
1954 43,629 158 
1955 54,015 138 
~956 64,167 140 
1957 70,008 ~27 
1958 84,072 182 
1959 95,068 241 
1960est. 1050000 -~~ 

Per Common 
Earned Paid 

1951 $0.21 $ .. 
1952 0.28 ~· 

1953 0.41 -
1954 0.58 -
1955 2.39 ~ 

1956 4.14 -
1957 3.05 1.05 
1958 2.71 1.50 
1959 2.47 1.60 
1960est .. 2~45 1,60 

-4-

Net Before Tax Net. 
$ Margin Income 

$ 345 1.83 $ 313 
445 loS 414 
748 1.9 622 

10803 4. 1 883 
5,004 9.3 2D683 
6,282 9.8 30106 

. 6, 382 9.1 3,262 
7,132 8.5 30702 
8,059 8.5 4, 111 
6,700 6.4 4,075 

Share #Shares 

- R~ (000) 

- 1,500 
~ 1, 500 

offered l,50Q 
4-25-57 1,500 

@20 1,125 
.. 750 

25 .• 15 lp071 
27 .. 15 1,367 
32 .• 24 1,664 
36 - 24 1,664 

/ 
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United Artie~ Corporation 
"' ' · "' (cont.inned) 

•. 5 ... 

United Art:lets Corporation and SubDidiarles 
Balance Sheet 

($000) 

Current Assets: 
Cash 
Receivables 
Ad'Vances and Investments: 

Production advances 
Pictires and picture rights 

Telev:ls!ml productions (Ztv) 
Prepaid expenses 

Total current assets 

Receivables dUe after one year 
Film lib~aryo less amortization (UAA) 
Due from U.AA., Inco 
Foreign assets (current only) 
Cash Value Life Insurance 
PL"ed assets, net 
Other 

Total assets 

Current Liabilities: 
Notes Payable 
Payables and accruals 
To producers and under guaranties 
Federal Income tmt 

Total current liabilities 

Foreign liabilities 
Advance payments 
Defexred film rental.a (UAA) 

Long-term liabilities: 

Equity: 

Notes payable (mostly UAA on 10-1) 
63. ParticlpatiDg Not.es, 197 4 
So 6% Notes11 1961-65 (gtd. ) 
6% Debenturesp 1966~70 (Ziv) 
Other 

ToULl long-term liabilities 

10-1 .. 60• 

$ 9.537. 
200167 

28,575 
30,791 
21,931 

807 
$111, 809 

6,381 
12,566 

14,775 
728 

1,501 
le701 

$149,461 

$ 23, 461 
11, 590 
18, 126 
42810 

$ 57,986 

lli1567 
555 

6,366 

14, 731 
15,000 

311750 
3,000 
2t629 

$ 39,110 

Common(!, 224,, 218sha} 3!1d Class B (4.4.0, OOOshs) stock 
Surplus 

1,664 
32?213 

~149t461 Total liabilities and equity 

1-2-60 

$ 511980 
7,707 

220 261 
280220 

387 
$64,554 

2,154 

9;424 
15, 158 
. 728 
1,565 

988 
$940 572 

$10,769 
4, 106 

13,153 
31346 

$31,374 

120292 
628 

180 
15,00U 

2,739 
$17,919 

1,664 
30,695 

$~,1n572 

~ Includee_new subsidiaries: Ziv Television Programs and Unitoo Artists Associated., 
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JOHN W . BRISTOL 

CHARLES W . CALL, JR. 

JOHN W. BRISTOL & CO. 
I NCORPORATED 

233 BROADWAY 

NEW YORK 7, N. Y. 

CORTLANDT 7·1137 

LONE srlili oa::s COMPANY 

Range Recent Earned Per Share Price/ Earnings 
1960 Price 1960est 196lest Ratio 

48 - 36 47 $2.60 $2.60 18olX 

Pro Forma Cap1Ja].i~tj.pp._ ($000) 

&lie.nee Sheet 
9t:30;60 

($) (%) 

Long Term Debt $1440 600 4608% 
Convertible Preferred 3D 368 lo 1 
Common 8t Surplus • 161~ 116 52.l 

fl, 2130 060 shs.) 
$309.084 lOG.0% 

Dividend Yield 

$2.00 4.3% 

IV'..arket Value 
1L6L61 

($) (%) 

$144~600 2908% 
4,682 loO 

~39p0ll 69o2 

$488,293 100.03 

Adjusted for conversions of preferred stock through 1/5/61 
and 1 for 10 rlt,hts oife".ting of common stock. 

Several favorable factorEJ h&ve comhlned recently to bring about an increase 
in the price of the stock to a high of 48 which app1·oximates the highs reached in 1958 and 1959. 
The C.Ompany is experiencing its first significant gain in earnings since 1956. A 2 for l split 
has been propoaed together ·.vi.th the intention to increase the cilvidend rate from $lv 80 to the 
equivalent of $2. 00 on the old stock,, l\lfa.jor rate increases were obfained effective in 19600 

Lone Star cUstri.butes natural gas in a large territory in northeast Texaa and 
southern Oklahoma which. includes Dallas, Fort Worth, Waco and Wichita Falls. Although the 
territocy duplicates much of tna.t served cy Texas Utilities Company. Lone Star has been unable 
to achieve earnings growtli. at all aimilar to that of tl1e electric company. The cost of purchased 
gas has increased steadily and earn~o-s per share declined in 1957 and 1958 and only slightly 
exceeded the 1956 level in 1959. It must be noted also that operations in recent years have 
benefited from .favorable heating weather as Ehown belown 

Degree Day Deficiency 
% of Average 

1955 

99.8 

1956 

94.7 

1957 

99.3 

1958 !959 

llS.9 107. l 

12 nl:>S. Sept. 
1960 

121.4 
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. . ~ 

Lone Star Gas Company 
(continued) 

-2 ... 

Although 1960 earnings will reflect only part of the rate increases they will 
have benefited from unusually cold we.a~per. In 1961 the full effect of the new rates and . 
increased deliveries to Dallas Power and Light should produce a good gain in revenues. A 
major wage increase granted December 1, 1960 will offset part of this. Dilution resulting 
from the 1 for 10 common stoclc offering would offset most of the resulti.Dg gain in earnings 
per share assuming similar weather conditions. IDa.smuch as probabilities indicate the 
UkeUhood of warmer weather it is not expected that Lone Star can achieve any significant gain 
in 1961 earnings per share. Furthermore, a decrease In earnings is quite possible if the 
temperature pittern .should re\rerse sharply. 

For the long term it ts difficult to see how Lone Star can achieve above 
average groweh. The near - 1003 space heating samratlon limits residential customer 
growth to new construction or perhaps 3% a year. The ex.plo1-ation and production activities 
mJ.gbt be promising but they remain small relative to the total operation. Escalation clauses 
were not approved for the major portion of the Company's business so attrition wW continue. 
The decision to sell common stock at this time despite an extremely strong capitalization 
confirms the managements reputation for conservatism • As the new dividend rate would 
represent a .payout of 773 we would not ex:pect another increase witll earnings exceed $30 00. 

It appears that "the good news is an out" end the stock is selling at an 
historically high multiple of 18 times 1960 and estimated 1961 earnings. We feel 1hat this 
price discounts a rate of growth that 1B unlikely to occur and therefore recommend that the 
stock be sold. 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960est · 

l/16/61 
HBI':lh 

Gross Revenues 

$ 51.617 
59,105 
63. 080 
71,801 
1!10 102 
87,615 
95,362 
10~230 
112,514 
124j900 
136,000 

,$000 
Net to Common 

( $ ) Uo> 
$11, 580 22.,43 

9.696 16.4 
8,545 13o5 
8D223 11.5 

10,004 12.8 
12a683 14.5 
14, 111 14.8 
14, 341 13.7 
14.,061 12.5 
15,223 12.2 
16,600 12.2 

Per Common Share 
Earned Paid Range 

$2.11 $1020 28 - 22 
1. 76 1.40 29 - 24 
lo55 1.40 28 ~ 25 
1.50 1.40 29 - 23 
1082 lo 40 30 - 23 
2.15 1.40 33 - 26 
2.37 1.65 35 - 28 
2o32 1.80 37 - 30 
2.26 1.80 47 - 31 
2o40 1.80 47 - 36 
2.60 1.80 48 -36 

John Wo Bristol 8t Co. 0 Inca 
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