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How They Did It

Tales of the Greatest Investors of All Time

Benjamin Graham
Part 11

The following analysis is purely hypothetical, but is nevertheless interesting with regard to
Benjamin Graham. He began his investment career in 1914 and ended it in 1956. If
Benjamin Graham had commenced his investment career with $1,000 and it had
compounded at 20% per annum for 42 years, ignoring taxes and transaction costs, at the
end of 1956 he would have accumulated $2,116,471. Of course, that’s nothing other than
an abstraction, since he could not possibly have begun his career in 1914 with $1,000,
because that was a fantastic sum of money in the New York City of that year. Similarly, as
can be readily visualized from the tax tables on the preceding page, no one could possibly
have compounded tax-free. In point of fact, Benjamin Graham did not earn a 20% rate of
return per annum, though he certainly earned a very high rate of return.

The reader will find appended to this essay various of the Graham-Newman Corporation
shareholder letters for the period from 1946 to 1956, the last year in which the company
was in existence.’ It was in 1956 that the company voted its own liquidation. It is notable
in these letters that Benjamin Graham derived a salary from the Graham-Newman
Corporation. That firm was a regulated investment company under the then applicable
laws, and it charged what are now called performance fees. As anyone can readily see by
reading the footnotes of these reports, the performance fees embraced income and capital
appreciation, both realized and unrealized. There was a very high concentration on
preferred stocks that had fairly substantial yields. One can therefore calculate that
Benjamin Graham earned a very considerable income, even in the absence of any capital
appreciation.

Of course, during the years in question, the Graham-Newman Fund was usually
appreciating, and it happened to be a fairly robust time for the securities markets as well. In
1946, the portfolio structure of the Graham-Newman Fund was 10.7% cash and
government securities, 36.1% arbitrage, 12.2% liquidations, 20% hedges and convertible
issues, 13% financial companies, and 8% what Graham describes in the report as “general
portfolio.” Most of those investments would have been taxable had they produced returns,
and they did indeed earn returns that were taxed as income, not capital gains. To the extent

! Graham-Newman Corp. Stockholders Letter Feb. 28, 1946
Graham-Newman Corp. Stockholders Letter Aug. 28, 1947
Graham-Newman Corp. Stockholders Letter Feb. 25, 1949
Graham-Newman Corp. Stockholders Letter Feb. 27, 1950
Graham-Newman Corp. Special Meeting of Stockholders Aug. 20, 1956
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that capital gains rates applied, they would have affected the returns as well. Therefore,
there is a vast dichotomy between the rate of return Benjamin Graham earned on his own
investment in Graham-Newman, combined with his performance participation, and the rate
of return that the shareholders of Graham-Newman received.

None of these observations detract at all from the accomplishments of Benjamin Graham,
who was clearly an outstanding intellect and an outstanding investor. Security Analysis, as
written by Graham and Dodd in its various editions, must remain the foundation, indeed
the touchstone, of anyone interested in value oriented investing. Nevertheless, if one loses
sight of the tax ramifications of the investments, one can clearly see that one could have
done well being a shareholder in the Graham-Newman Corporation. However, there’s a
very big difference between being a passive investor as a shareholder in such an enterprise
and being the active investor. The common denominator between all of the great
investment talents is that they weren’t merely able to earn a very high rate of return on
their own capital; they were also able to mobilize the capital of others and earn a rate of
return on that as well. That is why the whole field of free enterprise is not necessarily
referred to as entrepreneurialism, but more properly as capitalism, because it embraces the
mobilization of capital. That’s the lesson that I think will be learned as one progresses
through this series of essays.

A very interesting point, though it’s actually very minor, with regard to the Graham-
Newman shareholder letters, is that if one reads them very carefully, they have little, if
any, commentary about the investments. They’re merely short, declarative statements
about the rate of return, the unit value, and how much dividend distribution there was.
Though there are some exceptions, they’re very brief. As a generalization, the letters are
nothing if not laconic. It’s very difficult to have any insight into what the managers were
thinking by reading the letters. In that sense, they read very differently than a Berkshire-
Hathaway annual letter, and I think readers may find that surprising. Another interesting
point is that the fiscal years, as reported in these documents, are not uniform, which makes
it difficult to recast the numbers and compare them on a calendar year basis with relevant
indices, as we would like to do. It is, however, fairly easy to reach a determination that the
performance of these funds far outdistanced the relevant indices as they then existed.

Another minor point is turnover. Laying the various shareholder letters against one another
and comparing the holdings year-by-year, allowing for the fact that the fiscal years aren’t
uniform, one can easily observe that the holding statements are different, and one can
conclude that there was a fair quantity of turnover in these portfolios. Therefore, we can
reasonably assert that the funds themselves were regularly exposed to taxation, and that’s
interesting to observe. One final point regarding turnover is that in 1947, the Graham-
Newman Corporation bought 500 shares of Boeing Corporation, which appreciated enough
so that it was sold no later than January 1949. We don’t know if it was sold in January
1949 or at some previous time, because the report doesn’t specify in what month it was
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sold. We only know that it was not present in the January 1949 statement. Boeing is one of
the great stock investments of all time, possibly ranking with Philip Morris and, had that
investment been held to the current day, the annualized total return would have been
15.33%.2

None of these comments are meant to be in any way disparaging about the Graham-
Newman Corporation, or about Benjamin Graham. They merely serve to illustrate the
powerful compounding effects of great long-term investments, and that they might be even
greater than a truly outstanding rate of return on a portfolio that trades with some degree of
regularity. I think that’s a worthwhile comparison to make. In view of the permanence of
the capital gains advantage from 1916 to the present, it is astonishing that more focus is not
placed upon tax-adjusted, or after-tax, investment performance.

2 Source: www.CRSP.com
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= ' - GRAHAM-NEWMAN CORFORATION

cee ot SsT o LA 52 WALL STREET L DTl Y 4.1

To the Stockholders: of .Graham-Newmen :Corporation:’ .. . iy

. NEWYORK B,N. Y. "'

.7 :- On-January :3lst, 1946, the Company concluded its tenth year.of ;.
operations. ..This event makes it appropriate to depart from former ...
custom and to include with our Annual Report some extended -commént. [~
on our policies, results and prospects. ' - SR

» : . B L S St

- General Policy and nggrali'Results.

general investment policy is: . , S

(1) To purchase securities‘aﬁhprices less than their ;ﬁtrin§i§ f 
value as determined by careful analysls, with particular emphasis -
on purchase of securities at less than thelr liquidating value. ... .

The current Prospectus of the Corporation states that iﬁé’%?ﬂ.-;.

(2) To engage in arbitrage and hedging operations in the ‘se-
curities field. ' ‘

This policy means that, in our operations, relatively little
stress is .lald upon forecasting the future course of the securities
market or the future prospects of individual companies on a basis
differing materially from their past performance. With regard to
ngeneral portfolio operations® -- as distinguished from arbitrage,
liquidation and hedging operations -- it means that we tend to
purchase securities when general sentiment 1s pessimistic and
prices are generally low, and to sell them out i1n periods of

optimism and high prices. _ .

The over-all results realized by the Corporatioﬁrin the past
decade are summarized in Tables I, II and III appended.

We may polnt out here that, for the ten-year period, total
earnings before contingent compensation to officers aggregated $245
per share, as against the original issue price, adjusted, of $99 per
share. Of these earnings, $41 per share was pald as contingent com-
pensation and $204 accrued to the stockholders. Of the latter sum,
$161 was pald in cash dividends (including $3.87 as the later cash
value of a distribution in kind); $16 represents” the value of sub-
scription rights offered; and $27 represents the increase in the
remaining net asset value of the shares.

The annual percentage gain to stockholders, based on net asset
value at the beginning of each year, averaged 17.6%. This compares
with 10.1% in the same period shown by the Standard Statistics -
Poor's Index of 90 stocks, and 10% shown by the Dow-Jones Industrial
Average -- in both cases with allowance for dividends recelved. Y



In the first six years  of operation :(calendar 1936-1941) -- a pe-
riod of generally declining prices.-- our over-all gain averéged,ll:8%
er annum, against a 10sS of .6%‘for’thé’90~stock average. 1n the :
past four years (calendar 1942-19 5 inclusive) -- a period of steadily '
rising prices -= we avaragedi26é3 =against~26;0%"forzthe19O“stdbks:?iIn
our 1as§Afispal year, We_showedg for the first time, a lower percentage
gainbﬁhapfthatjofwthefgeneral”mzrket;“'Theseﬁbomparative‘resuItsifollow
directly from our 1nvestment“poliéy;¢Whibh~growsfmoreacbnServativefas,a
tne mariket level rises. ' RO T T e DRI

o

W
N

ﬁ%

Future;gpiicy”énd Prosﬁégis.

Because of the large advance in the general market in the past |
three years, we have cubstantially changed the character of our s€5
curity holdlngs during this period. The percentage held in Mgeneral - -
portfollo common stocks" has been greatly reduced, and the percentage
in arbitrages, hedging operatlionsg and convertible senlor igsues corres-
pondingly increased. These changes are sumnarized in»the'adcompanying-
percentage-analysis of our portfolio as at January 31st, 1943 and .

January 31st, 1946.
percentage Distribution of Portfolio by Type of Operations

(Based on Market Value of Long Securitles)

Jan. 31, 1 Jan. 31, 1946

% of Total " ¢ of Total

Cash and Government Securities _ 3.4% ' 10.7%
Arbitrages, Reorganizations, Guaranteed : :
Issues 17.2 36.1
Liquidations 11.7 . | - 12,2
. Hedges and Convertible Issues ‘ - . 20.0
Financial Companies . 8.5 13,0
General portfolio 59.2° 4 8.0
) 100.0% '100.0%

The sharp reduction in our general portfolio has not been based

on an opinion that the rise in the market has now run 1ts course, bub

on the .fact that very few common stocks remain attractlve holdings

judged by Our technical standards. Under our'establiShed~policy, we

neither'participate in clearly speculative profit opportunities nor

agsume clearly speculative risks. As long as the present rising market

continues 1t is not likely that we shall be able to match the percentage

gain shown by common stocks generally. There 1is reason to believe, hov-

ever, that we may continue to make satisfactory, though not spectacular,

profits 1n arbltrage and similar operations,'which entail less Tisk

than ordinary stock purchases at this time. The field of such operatlons

has tended to expand with the increase 1n general market and corporate

activity. For this reason we believe that we shall be able to find

sound employment for our capital, including the 1imited expansion recently
Y/




providgd for.

If the market should decline cubstantially, we can not expect ™
our holdings_to_be&unaffected;,butng believe that any shrinkage in
the net asset value of our shares should be moderate in itself, -
and relatively less severe - than ‘that shown by the market generally.
The~chief,objectiVe_of the management has been to conduct our
operatliong S0 as to show an attractive rate of return on our shzres
during periods when stock prices generally have not moved substantially
(net) in either direction. In spite of problems presented by rising
and falling markets, we are hopeful that we shall be able to carry
out this objective 1n the future as in the past decade. . )

Resultéifor the Year Ended Jénuary 31.V12§ .

~Submitted herewith is a copy of the report of our auditors, Messrs.
Stern,‘Porter,‘Kingston'& Coleman, covering the fiscal year ended =

Jenuary 31, 1946.

Thé abpended balance sheet indicates a net‘ésset value of $125.88
per share on January 31, 1946, compared with $131.95 per share on
January 31, 1945. These figures give effect to the sale of additional

stock in January, 1946.

Dividends of $33.20 per share were paid during the year, all
of which have been designated as Capltal Gains Dividends, pursuant
to Section 362 of the Internal Revenue Code. Subscription rights
issued in January, 1946 had a computed value of $5.20 for each share

owned.

The over-all gain for the fiscal year, jncluding the increase
in unrealized appreclatlon, amounted to $32.31 per share on the
average number of shares outstanding. This was equal to 24.5% of
the value at -the beginning of the year. | . '

The indicated net asset value as of February 21, 1946, was
approximately $126 per share. "\

The annual meeting of stockholders 1s scheduled to be held on
Monday, April 8, 1946. In connection. therewith, it is expected that
formal notlce will be mailed to stockholders before March 30, 1946,
together with a proXxy statement and request for proxies.

Very truly yours,

Ben). Grahamn,
President

Jerome A. Newman, -
Vice-President & Treasurer‘a



INVESTMENTS IN SECURITLES
JANUARY 31, 1946

(CONTINUED)
‘NO. OF ' DESCRIPTION MARKET VALUE
SHARUS OF SECURLTIES - JANUARY 31, 1946~
Amount

PREFERRED STOCKS- INDUSTRIALS

1,000 Aviatlon Corp. {The) %2.25 Cumulative
: Convertible - ; ’
500 Cities Service Company $6.00 Cumulative
. Preferred . :

300 -Bi Glorgio Fruit“Corporation $3.00
‘ 'L cumnlative Participating Preferred
500 Gar Wood Industries, Inc, 4}% Cumulative
Convertible Preferred
6,800 Craham~Palge Motors Corp, Convertible
5% Cumulative Preferred ’
1,000 Jones & Laughlin Steel Corporation 5%
Serles B Convertible Preferred
2900 Mansfield Tire & Rubber Co. Convertible
31,20 Cumulatlve Preferred '
300 The Murray Company $4.50 Cumuletive Preferred

Total - Industrisl Preferréd Stooks

~

PREFERRED STOCKS -~ INVESTMENT COMPANIES RN

900 Alleghany Corporation Cumulative Convertidle

$2,50 Prior Preferred . |

P . e

PREFERRED STOCKS — UTILITIES

3,000 Market Street Railway Company Cumulative
Prior Preference 6%

500 Twin City Rapid Transit Co. 5% Couvertible
" Prior Preferred

Total - Utilitles Preferred Stocks

TOTAL - PREFERRED STOCKS

COMMON STOCKS ~ INDUSTRIALS

1,300 A. D. F. Co. ,
100 American Shipbuilding Compeny

3,890 Bell Aldrcraft Corporation

10,000 Brewster Asronautical Corporation

2,500 Buda Compeny

3,000 Compania Manufacturers Del Patrero S.A.
1,000 Cuben American Manganese Corporetion
2,200 Electric Boat Company -
2,200 L. H, Gilmer Company
200 Gisholt Machine Company
625 W. F. Hall Printing Compeny
300 International Match Realization Company,Ltd.

Forward

BYELAN. rORTER, KINCETON B COLEMAN

Price

80 $ 80,000,090

2

151 75,500,00
110 33,000,00;,
62 . 31,000,00

47-1/4 B21,300,00
155-1/4 155,250,00

32 9,280,00
.. 52-B/4 _15,825,00
$7211155.00

£8,625.00

-
AN

~
-

.

18-1/2  §5,500,00

59~3/8 _17,812.50
. $_78,312.50

' $863,092,50

6 7,800,00

44-5/8 4,462,50
32.1/2 126,425,00
5 50,000.00

31 77,500,00
5-1/4 5,250,00

24-1/8  53,075.00
3-1/2 7,700,00

22 4,400,00
31-1/4 19,531.25
25-1/4 _ 7,575.00
$363,718,75

19



INVESTMENTS IN SECURITIES
JANUARY 31, 1946

(CONTINUED)
‘KO. OF DESCRIPIIOR EARKET VALUE
' SHARES OF SECURITIES JANUARY 31, 1946
COMMON STOCKS =~ INDUSTRILLS (Continued) . wE— e
' Forward o S i | §363,718.75
1,000 Jones & Lamsor Machine Company ’ J 31-1/2 31,590,00
600 McGraw-Hill Piblishing Company, 1nc. ’ 33-1/4 19,950.00
1,600 Niplssing Mines Company, Limited . 4-1/4 6,800,00
200 Pacific Mills R 76-1/2 15,300.00
100 Pittsburgh Incline Flane Company 180 19,040.00
59 Pittsburgh Terminel Realizatlon Carporation 14-1/2 . 1,280,350
Totel - Industrial Common -Stocks $457,559.25
COMMON_STOCKS - INVESTMENT COMPANIES -~ .
1,500 American International Corporation 15-5/8 23,437,950
7,400 Cerrlers and Ceneral Corporaticn 10-1/8  74,925.00
1,200 General shareholdings -Corporatlion - 6 7,200.00
7,000 Pacific Americen Investors, Inc. : 5-1/4 36,750.00
107600 The Pennroad Corporation g-7/8 94,075.00
-"%,100 Railway and Light Securities Company 23.1/8  71,687.50
1,000 Tri¢Continenta;,Corporation 12 12,000.00
Total ~ Investment Companies _ '
B Common Stocks $320,075.00
COMLON BTOCKS - RAILROADS -
512 Canade Southern Rallway Company 54-3/4 28,032,00
1,200 I1lincls Cenbtral Railroad Compeny 42 50,400,000
370 Mine Hill and Schuylkill Baven Railroad Compeny 83 19,610,000
700 Northern Pacific Rallway Conpany ' 3a-1/2 _24,150.00
Total - Railroad Common Stocks $122,192.00
COMMON STOCKS_ - UTLLITIES . -
300 International Ocean Telegraph Company 115 34,500,00
162 Pacific and Atlentic Telegreph Company of U.S. 21 3,402.00
223 Southern and Atlantic Telegraph Compeny 21-1/2 _ 4,784,950
Totel - Utilities Common Stocks . 42,696.50
COMOL_STUCKS = INSURANCE COMPINIES
550 American Surety Compeny , 79-1/2 1¢,875.00
910 Employers' Group Asaoclates 45-1/4  41,177.50
100 Nationel Unlon Fire Insurance Compeny 203 ?O,SO0.00
1,000 New Amsterdam Casualty Company _ 38 38,000.00
1,000 Standard Accident Insurance Company 43-1/2  43,500.00
1,000 Universal Insurance Company 25 _25,000.00
Total - Common Stocks - Insurance Compenies $187,852.50

aTEAN, PORTLR, KINGESTON B COLEMAN
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INVESTMENTS IN SECURITIES

U JANUARY 31, 1948 T

e
¥

pORDE

" Railroads
Industrials
Utilities
Real BEstate
Holding Companies
Y. 3. Government

®gtal Bonds

A -aambul e g

PRRFERRED STOCKS

Industrials
Investment Companies
_Utilities

Total Preferred stocks

~ - -

COMMOX 8TOCKD
Industrials ,
Investment Companies
Rallroads
Utilities
Insuwrance Companies
Real Estate .

motal Common Stocks

i

TOTAL

SrEAN FPORTIN, KIHGETON B COLTMAN

SUMMARY *°

MARKET VALUE
R
#1,566,746559
291,500,900
56,330400
75,250.00
80,137.50
307,593.75

IS AN g

$2,111,557,64

721,155.00
£8,625.00
73.312,50

A S S

$ 863,092.50

457,559.25
520,075.00
122,192.00
42,696.50
187,852.50
1,015.00

JEEE.-& Bt orond

$1,131,390.25

W

$4,172,040,39
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GRAHAM-NEWMAN CORPORATION
52 WALL STREET

NEW YORK 5, N, Y.

August 28, 1947

To the Stockholders of Graham-Newman Corporation:

Submitted herewith is a copy of the report of
our auditors, Messrs. Stern, Porter, Kingston &
Coleman, covering the six months ended July 31lst,

1947, ’

The appended balance sheet indlcates a net
asset value of $119.76 on July 31st, 1947, compared
with $116.84 per share on January 31st, 1947. A
dividend of $1.75 per share was pald during the six
months period, and $1.75 per share was paid on
August 15th, 1947.

As at August 15th, 1947, the net essset value
was approximately $118.50 per share, after deducting
the dividend pald on August 15th.

Very truly yours,

Benj. Graham,
Presildent

Jeronme A, Newman,
Vice-President & Treasurer.



STERN, PORTER, KINGSTON & COLEMAN

CERTIFIED PUBLIC ACCOUNTANTS

ALFRED o, STERKN, C. P AL

3 - s A 774
2. CARLTON KINGSTON,C. @ A. .,'?57/ »/’;;/;‘/Z” '.,QJZ‘K?&(M-" _ e_“""!,"é/«/“ A:%W,éi

LUGIUS H, COLEMAN, C. P, A,

MURRAY HILL 2- 8073

To the Board of Directors and Stockholders of
Graham-Kewvsan Corporation:

We have sxamined the Baelance Sheet of Graham-Kewman Corpor-
ation as at July 31, 1947 and the related statements of Profit and lLoss,
Surplus and unrealized appreciation of investments for the six months
then ended, have reviewed the system of intermal econtrol and the sccount-
ing procedures of the company and, without making & detailed sudit of the
transactions, have examined or tested accounting records of the company
and other supporting evidence by methods and to the sxtent ve deemed
appropriaste and in accordance with generally accepted standards applicable
in the circumstances.

Pursuent to regulations of the Securities and Exchange Com-
mission applicable to regulated investment companies, the Balance Sheet
herein gives effect to the evaluatlon of investments: in securitlies st
their quoted market values as &t the date thereof.

In our opinion, the accompanying Bslance Sheet and related
statements of Profit and Loss, Surplus a&nd unrealized appreciation of in-
vestments together with the notes appended thereto, present fairly the
position of Graham-Newaman Corporation as at July 31, 1947 and the results
of its operations for the six months then\ended, in conformity with the

accounting principles set forth hereimabove applied on & basis consiatent

with that of the preceding year.

S¥ERN, PCRTER, KINGST
Certified Publlie Aclountente

New York, N, Y,
August 20, 1547.




; GRAHAM- NEWMAN
NEW
;‘I'i BALANCE
; JULY 31,
(ON BASIS OF QUOTED MARKET VALUES OF

CASH_IN EANKD $ 257,448.52

DUE_FROM BROBERS 87,374.83

(see Note A)

Marketsble Securities-at Quoted Market Values
as at July 31, 1947 3,740,158.00
(Cost $3,650,447.24)

QTEER ASSEILS
Dividends Receivable and Interest Accrued $ 5,975.00

at smount realizable on basis of ,
uwoted merket values s&s at July 31,1947 %,106.00

. Wwhen Issued Contracts {see Notes A and E)-
{Cost 27,156.46)

Note Recelvable (Secured) 76,000.00
Dsyposit 30,000,00
Advance —.400,00

115,481.00

$4,200,462,35

The comments contained in the
are an integrel part of thils statement

STERN. PORTER, KINGSTON & COLEMAN



- CORPORATION
YORK
SHEET
1947

SECURITIES AS AT JULY 31, 1947)

LIABILITIES AND CAPITAL

‘S8HORT - at Quoted Market Vslues

as at July 31, 1547 (see Kote A) $ 37,250.00
(¥et Proceeds of Sales - $72,117.77)
0 BROKERS 225.04

RESERVEDS ARD B R UA

Reserve for Federal Income Tax (see Note D) $ None

Reserves for Other Taxes 2,841,.26
Other —2,668,80 ____.5,508.76
Totasl Lisbilities 42,984,80

NET_ASSETS APFLICABLE TO CAPITAL STOCK
Capltal Stock:
Avthorized~40,000 shares of no par value
Issued and Outstanding-
34,715 sheres, at stated value

of $50.00 per share 1,735,750.00

Cepital Surplus 2,211.694.45
Earned Surplus ___89.505.03
Totel Capitel Stock snd Surplus 4,036,949,48
Unreslized Apprecisaticn of Investments — 120,828,017

4,157,477.5%5

$4,200,462,35

accompanying notes to financial sitatements
and should be reesd in conjunctlion therewilth.



GRAHAM~-NEWMAN CORPORATION

. NEW YORK
. NOTES TO FINANCIAL STATEMENTS
| JULY 31, 1947

NOTE A - LIQUIDATIKG VALUE

The Paslance Sheet hersin presents the fipanclal condition of thoa
company ag at July 31, 1947 on the basls of quoted market values of the
securities poslitions &3 at that date, thus gilving effect to the net un-
realized apprecistion in the market value of securitles as at that date
{including open positlons in securities short and in "when iszued" con-
tracts)in the amount of $120,528.07, but without making any provision for
Federal income taxes in respect of such appreclation, the amount of which,
if any, cannot presently be determined (see Note D).

As thus asdjusted, the liquidating value of the capital stock as at
July 31, 1947 was $119.76 per share., The comparable ligquidating value as
at January 31, 1947 was $116,.84 per share.

The net unreallzed appreciation in gquoted market value as et
July 31, 1947 in the amount of $120,528.07 is represented as follows:

Quoted
Market Value
at Unreallzed
Cost July 31,1947 A4Appreciation
E Securities Long $3,650,447.24 $3,740,158. $ 89,710.76
. Securities Short -72,117.717 -37,250.(a 34,867,77
P When Issued Contracts 7,156.46 3,108.{b ~4,050.46
Total $3,585,485.93 $3,706,014. $120,528.07
(a) Cover Value. {(b) Indicated amount realizable on basis of

market value of "when issued™ contracts.

The company has made investments in the securitles of a railroad
company which is in the process of reorganization, and has made sales upon
a "when as and if issued” basis of the new securltles which are to be
issued by the reorganlzed company upon the consummation of the reorganiza-
tion plan. It has also mades purchases and sales of when lssued contracts.,
The company’s investment in the quoted market value as at July 31* 1947 of
the old securities 1s included above in the item "Securities Long , and
1ts investment in when lssued contracts and the gyuoted market value there-
of as at July 31, 1947 are reflected in the item "When Issued Contracts™.

KOTE B - PROFIT AND LO32

The Profit and Loss Statement herein presents the operations of the
company for the six months ended July 31, 1347 on the basis of guoted
market values of the securitiss positions as at January 31, 1247 and as at
July 31, 1947, thus giving effect tc the increase in the net unreallzed
appreciation as &t July 31, 1947 as compared with the net unreallized appre-
ciation az at January 31, 1947,

As adjusted upon this basis (l.e. on the basis of quoted market
. values) the operatiens for the period were as follovs:

FTERN, PORTER. KINGITON & COLEMANR
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NOTES 70 PINANCIAL STATEMENTS
JULY 31, 1947
(CONTINUED)

JOTE B - PROFIT AND 1033 (Continued)

Ko. of Per
Shares Share
Net Assets as at January 31, 1947 $3,996,593.16 34,207 $116.84
Add-Proceeds from sale of Capltal Stock
during period February 1,1547 to
July 31,1947 65,240.13 508 128.42
Total 4,061,833.29 34,715 117.00
Net Profit for the six months ended
July 31,1947 including increase Iin
unrealized apprecilation of Iinvest-
ments ($6,139.23) 153,104 .02 4.,41(a)
Surplus Adjustments (net credit) 3,291.49 .09(a)
Total 4,218,228,80
Deduct - Dividend Pald 60,751.25 34,715 1.75(Db)
Net Assets as at July 31, 1947 $4,157,477.55 34,715 $119.76

(a) Computed on number of shares outstanding at close of period.
(v) Computed on number of shares outstanding at record date.

NOTE C - COMPENSATION OF OFFICERS

Compensation of Benjamin Graham and Jerome A. Newman as officers of
the company for the fiscal yegr ended January 31,1946 was voted by the
Board of Directors at March 21,1945, and ratified by the stockholders at
their annual meeting on April 9,1945 at (a) a stated salary of $15,000.
per annum to each, - plus {b) additional compensation equivalent to the
lesser of elither {1) 1244 to each, of the excess .of the dividends pald
during the year over an amount equal to $0.018 per share per day (or at the
rate of $6.57 for the year) on the number of shares outstanding during the
year, or.(1i) 10% to each of the excess of the over-all net profit, adjusted
to reflect unrealized appreclation or depreclation in the market value of
securities, which had been earned subsequent to January 1, 1945, over a
similar amount (viz: $0.018 per share per day on the number of shares out-
atanding during the year). 1In the event of the death of either of these
officers, or upon the termination of thelr tenure of office, any excess of
the amount computed under (11) sbove over the amounts of additlonsl compen-
sation which had previously been paid to such officer subsequent to
Japusry 31, 1945 would be payable to him or to his estate.

By resolution of the Board of Directors on April 23, 1946, this
arrangement was cortinued for the fiscal year ending January 31, 1947. By
resolution of the Board of Directors on February 17, 1947, thils arrange-
ment vas modified to provide that the amount to be excluded from dividends
‘paid, or from over-all net profit, be fixed at $0.01724 per share per day,
for the fiscal year ended January 31,1947, and at $0.016 per share per day
for the current flscal year, which amounts are equivalent of 5% on the net
liquidating value of the caplital stock as at the beginning of the respect-
ive fiscal years, viz: at January 31,1946 $125.88 per share, and as at
January 31,1947 ;118.84 per share.

STERN, PORTER. XINGSYON & COLEMAN



NOTES TO PINANCIAL STATEMENTS
JULY 31, 1947

' . (CONTINUED)

NOTE C - COMPENSATION OF OFFICERS (Continued)

Upon the basis of the operations for the period subsequent to
January 31, 1946 (to July 31, 1947), there is no sdditional compensation
payable to these officers for the current perlicd. There would likewvise
have been no sdditional compensatlion payable to elither of them as at
July 31, 1947 in the evyent of death or termipation of tenure of office
at that date.

NOTE D - TAX STATUS

The company is a regulated investment company under the Internal
Revenue Code, and as such it is subject to Federal Income Tax at 25% of
the oxcess of 1tz net long term capltal gain (leas its net short term
capital loss, if any) over the amount distributed as "capital gain divi-
denda”, and at 38% of the excess of its other net income over the amount
distributed asz dividends and chargeable thereto. The company lntends to
distribute substantially all of its net Iincome as dividends, For thie
reason, no provision has been made in the statements herewith for Federal
Income Tax on the net income for the current period, or on the net unresal-
ized appreciation in market values as at July 31, 1947.

. NOTE E - EVALUATION OF WHEN ISSUED CONTRACTS

When Issued Contracts have been evaluated at the quoted market wvalue
thereof, viz: upon the basis of the discount on the indicated profits or
losses vhich will be resalizable upon the consummsation of the reorganiza-
tion plans.

NOTE F - PURCHASES AND SALES OF INVESTMENT SECURITIES

The aggregate amounts of rurchases and sales of investment securities
(other than government securities) during the period were $2,615,303.00
and $2,898,610.00, respectively.

STERN, PORTER, KINGETON & COLEMAN




GRAHAM-NEWMAN CORPORATION
NEW YORK

BARMED SURPLUS
FOR THE SIX MONTHS ENDED JULY 31, 1947

BALANCE AT JANUARY 31, 1947 None

ADD: -
Net Income for the six months ended
July 31, 1947:
Net Income, excluding gain or loss
on investments $ 33,027.02
Realized Gains on sales of investments 1153,937.77 146,964.79

Surplus Adjustments - tax refund and adjust-

ment of reserves for taxes of prior years 3,291.49

(net credit) RS

TOTAL 150,256.28
DEUCT:~

Dividend Paid May 22, 1947 ($1.75 per share) 60,751.25

BALANCE AT JULY 31, 1947 $ 89,505,035

STATEMENT OF UNREALIZED APPRECIATION OF INVESTMENTS

FOR THE SIX MONTHS_ENDED JULY 21, 1947

UNREALIZED AFPPRECIATION AT JANUARY 31, 1947 $114,388.84

ADD - increase in Unrealized Appreciation for the

six months ended July 31, 1947 _6,139.293
UNREALIZED AFPPRECIATION AT JULY 31, 1947 $120,528,07

FYRAN, PORTER, KINGSTON & COLEMAN



GRAHAM-NEWMAN CORPORATION
NEW YORK
"I' GAFITAL STOCK AND CAFPITAL SURFLUS
FOR THE SIX MONTHS ENDED JULY 31, 1947

CAFITAL STOXK CAFITAL
No. of Sfated value SURPLUS

Shareg (§50°ber'sh&re)

CAPITAL STOCK AUTHORIZED AT JANUARY 31,1947 40,000
n¢ change during period) ‘

CAPITAL STOCK OUTSTANDING AT JANUARY 31,1947 34,207 $1,710,350.

CAPITAL SURFLUS AT JANUARY 31, 1947 $2,171,854.32

CAPTTAL STOCK ISSUED DURING PERIOD-For Cash
508 sheres~Amount Reallized $65,240.13
{average per share $128.42’

0f which:
Credited to Capital Stock
. at $50.00 per share (stated value) 508 25,400.

Pyxcess over $50.00 per share-
ecredited to Capital Surplus 39,840,13

BALANCES AT JULY 31, 1947:

Capital Stock 34,7195 $1,735,750.

Capital Surplus $2,211,694.45

STERN, PORTER, KINGSTON & COLEMAN



GRAHAM-~-NEWMAN CORPORATION
KEW YORK
INVESTHMENT IN SECURITIES

JULY 31, 1947

SUMNMARY
T _VALUR
BOND3S
Railroads $ 278,720,
Utilities 364,128.
Real Estate 3,750,
Heolding Companies 2,514,
U. 3. Government 306,938,
Potal PBonds $ 956,050.
PREFERRED STOCKS
Industrisls 111,563,
Investment Companies 172,000,
Utilities 216,725,
. Insurance Companlies 4,150,
. Holding Companles 123,900,
Total Preferred Stocks $_628,338.
COMMON STOCKS
Industrials 1,408,399,
Holding Companies 91,059,
Investment Companies 245,327,
Rallroads 146,025,
Pgtilities 34,201,
Insurance Companles 230,759,
Total Common Stocks $2,155,1770.
TOTAL $3,740,158,

BTERN, PORTER., KINGBTON A& COLEMAN



GRAHAM- NEWMAK CORPORATION
NEW YORK
INVESTMENT IN SECURITIES
JULY 31, 1947

MARKET VALUE

FACE AMOUNT DESCRIPTION OF SECURITIES
- JULY 21,1947
BONDS ~ RAILROADS
$ 20,000, Chicago, Rock Island & Pacific Railway Co.
General Mortgage 4% -~ 1/1/1988 $ 16,800.
$ 96,000. Chicago, Terre Haute & Southeastern Rallway Co,
Income Mortgage 2-3/4% - 1/1/1994 74,880.
$110,000, Choctaw, Oklahoma & Gulf Rallroad Co.
Consolidated Mortgege 5% 5/1/1952-Stamped - } 85,250,
do do do ~C/D~Stamped
$171,000. Northwestern Terminal Railway Co.
Pirst Mortgage Income 5% - 1/1/1977 80,370.
$ 63,000. Rio Grande & Western Railway Co.
First Consolidated Mortgage-Serles A
4% - 4/1/1949 (stubs) 5,6170.
$ 20,000, Wisconsin Central Rallvay Co.
Firat General Mortgage 4% ~ 7/1/1949 15,750,
tal Rai >
Total Hailroad Bonds $278,720.
BONDS -~ UTILITIES
Chicago Rapid Transit Company:
. $ 12,500. 1st & Refunding Ntge. ries A 6 -7/1/1953; 7,380,
23,500, 1st & Refwnding Ntge. 64% - 7/1/1944
~ $ 80,000. Chicago Railways Co. First Mtge,
4o ' ¢/D stamped 5% 2/1/27 25% Principal Pald 58,000,
$ 45,000, Inland Gas Corporation
First Mortgage -~ Series A 64% 2/1/38 11,475.
Metropolitan West Side Elevated Ry. Co. (Chicago):
$ 38,000, Bxt, Mtge. 4% 7/1/19533 102,043,
305,000, 1st Mtge., 4% 8/1/1938)
- $ 36,000, Rorthwestern Elevated Reilvay Company
- 1st Mtge. 5% 9/1/1941 13,590,
$ 60,000, Portland Electric Power Co.
Collateral Trust Cumulative Income 6% 3/1/1950 88,800,
Union Klevated Rallread Company:
& $102,000, 1st Mortgage 5% 10/1/1945 ,3 82,840,
' 116, 000. 1st Mortgage C/D 5% 10/1/1945
Total Utilities Bonds $364,128.
BORDS - REAL ESTATE
2,500 Units Schulco Company Incorporated Scrip 5% 7/1/1963 $_ 3,150,
BOKDS ~ HOLDING COMPANRTES
30,000, Continental Securities Corp.Deb.Series "A" 5% 5/1/42 82s.,
96,500. Reynolds Realization Corporation Debentures 5% 4/1/1946 _),689.
. Total Holdling Companies Bonds $ 2,514,
BONDS -~ U, 8. GOVERNMENT
$300, 000. U. S. Treasury Bonds 2&% 12/15/1959-62 $306,938.
W STERN, PORTER. KINGSTON & COLEMAN $956!0|-50| o




INKVESTHRET IN SECURITIRS
JULY 31, 1947
(CONTINURD)

He, OF MARKEYT VALUR
SHARES DESCRIPTION OF SECURITIES JULY 31,1947
FREFERRED STOCKS - INDUSTRIALS
1,100 Avco Manufectering Corp. Cum, Conv. Pfd. $ 45,925,
300 Franklin Simon & Co, Inc, Cumulative Conv. Prd. 9,525,
500 Ger Wood Industries Inc. 43% Cumulative Conv. Pfd. 13,500.
700 Graham Palge Motors Corp. Cumulative Conv. Prad. 10,063,
300 Murray Company $4.50 Cum, Prd. 12,1580,
400 ‘Thermoid Co. 52.50 Cum, Conv. Pf4, 20,400,
Total Preferred Stocks - Industrials $lll!563.
PREFERRED STOCKS- INVESTMENT COMPANIES
1,800 Alleghary Corporation Cum, Conv. $2.50 Prior Prd. 114,300,
925 Rallvay and Light Securities Company 4% Cum.Conv. Pfd. 45,325,
3,000 Transit Investment Corp. 6% Cum. Part. Pfd, 12,375.
Total FPreferred Stocks-Investment Companies $172,000.
PREFERRED STOCKS -~ UTILITIES
4,000 Market Street Reilway Company Cum. Prior Preference 6% 45,500,
500 New England Public Service Company $6. Prior Lien
Cum. Prd. . 80,500.
500 Rew England Public Service Company $7. Prior Lien
Cum. Pfa. 86,625,
100 Tvin City Rapid Transit Co. 5% Conv.Prior Preferred 4,100,
Total Preferred Stocks - Utilities $§;££lgg.
PREFERRRD STOCKS - INSURANCE COMPANTIES
400 U, 8, Casualty Co. $0.45 Cum, Conv. Participating Prd. $ 4,150,
PREFERRED STOCKS -~ HOLDING COMPANIES
5,000 Electric Bond & Share Co. $6.00 Preferred Contingent
. Certificates for additionsl smounts due 10,000,
100 Electric Pover and Light Corp. $6.00 Cumulative Preferred 15,100,
200 Standard Gas and Electric Co. $6.00 Cumulative
Prior Preferred 19,700.
700 Standard Pover and Light Corporation $7.00
Cumulative Preferred 79,100,
Total Preferred Stocks - Holding Companies $123,900,
TOTAL PREFERRED STOCKS $628,338.
COMMON STOCKS - INDUSTRIALS
4,600 A. D. F., Company 9,200,
1,000 American Havallan Steamship Company 38,000,
500 Aspincok Corporation 11,500.
1,00C BeechAircraft Corporation 8,000,
12,300 Eell Alrcraft Corporation .
Forvard $218,912

BTERN, PORTER. KINGRTON & COLEMAN



INVESTMERT IN SECURITIES
JULY 31, 1947

. (CONTINUED)

NO. OF
SHARES DESCRIPTION OF SECURITIES

COMMON STOCKS - INDUSTRIALS (Continued)
Forward

500 DBoeing Airplane Company
12,100 Brewsater Aeronautical Company
4,000 Buda Company ‘
5,000 Compania Manufactures del Patrero, S.A.
2,800 Consolidated Steel Corporation

500 Consolidated Vultee Aircraft Corporation
200 Douglsass Alreraft Co.
800 Fajardo Sugar Co. of Porto Rico
2,200 L., H. Gilmer Company
200 Gishelt Maschine Company

300 Internsattonal Match Realiz ation Company, Ltd.
600 Jones & lamson Machine Company
1,000 Merchants & Minders Transportatiomn Company
2,500 Mission Corporation
700 Rational Department Stores Corp.

44,720 Hational Transit Company*®*
300 ¥N. Y. Shipbuilding Corp.
100 Pittsburgh Incline Plane Company
2,000 Tide Water Assoclated 011 Company
500 United Aircrsaft Corporation

1,000 R, C. Williams Company

Total Common Stocks - Industrials

COMMON STOCKS - HOLDING COMPANIES

1,000 Amerex Holding Corporation
500 Central & Southwest Utilities Co,

2,805 Engineers Public Service Company-Ex-distribution
100 Georgia Railroad and Banking Company

3,000 Midland Realiration Company
600 BRailroad Securities Company

Total Common Stocks - Holding Companies

COMEON STOCKS ~ INVESTMENT COMPANIES

530 Aldred Investment Trust Shareholders
1,500 American Intermatliocnal Corp.
7,400 QCarriers and General Corporation
1,800 General Shareholdings Corporation
1,000 Niagara Shares Corp. "B"
7,000 Pacific Amerlcan Investors, Inc.
15,000 The Pennroad Corporation
2,500 Ralliwvey and Light Securities Compeny

Potal Common Stocks -~ Investment Companles

*Ron-controlled affiliate.

BYTERM, PORTER, KINUBTON & CQLEMAN

BARKET VALUE
JULY 31,1947

$218,912,

8,000,
58,988,
67,000,

73,150,

5,813,
11,200.
23,000.
6,600,
3,225,

4,125,
12,300.
42,000,
93,150.
12,600.

683,048,
3,600,
16,500,
41,750.
9,688,

13,750.

$1,408,399.

32,250.
5,125,
5,259.

16,400,

17,625.

14,400.

$ 91,059.

4,515,
18,375,
50,875.

6,750.

9,625,
19,250.
39 000.

45,937.

$245!527.



THVESTMENT IN SECURITIES
JULY 31, 1947

{ CONTINUED)
NO, OF MARKET VALUE
SHARES DESCRIPTION OF SECURITIES JULY 31,1947
COMMON STOCES - RAILROADS
300 Denver and Rio Grande Western Relilroad Co. $ 3,615,
1,600 Mine Hill and Schuykill Haven Railroad Company 77,600,
1,000  Northern Pacific Reilway Company 21,000,
500 Vicksburg Shreveport & Paciflic Raillway Company 43,7150,
Total Common Stocks - Railroads $146,025.
COMMON STQCKS ~ UTILITIES
300 International Ocean Telegraph Company ' 24,750,
500 Middle West Corporation 7,563,
59 Monongahela Street Railway Company 1,888,
Total Common Stocks - Utilities $_34,201.
COMMON STOCKS -~ INSURANCE COMPANTES
400 American Surety Company 22,200..
1,000 Employers Group Asscciates 29,000,
100 National Union Fire Insurance Company 15,300,
3,505 FNew Amsterdam Casualty Company 91,714,
200 FNorthern Insurance Company of New York 15,400,
40 Northwestern Natlonal Insurance Co. 5,020,
1,100 Standard Accldent Insurance Company 31,625,
1,000 Unilversal Insurance Company 20,500.
Total Common Stocks - Insurance Companies $230,759.
COMMON STOCKS - REAL ESTATE
290 Mercantile Properties —»wlﬁkgz
TOPAL COMMON STOCKS $2,155 ]7Q.

STERM, PORTER KXINRBTON & COLEMAN



GRAHAM-NEWMAK CORPORATION
NEW YORK
WHEN ISSUED CONTRACTS
JULY 31, 1947

INDICATED
PROFIT {OR LOSS*)
ON BASIS OF
TRADE VALUES
AND QUOTED
MARKET VALUES
AT JULY 31, 1947

SHORT
PRINCIPAL AMOUNT
AMOUNT OR PAID

NO.OF SHARES (DR, )

Chicago, Rock Island & Pacific Ry. Co.:

$12,996.15 4% - 1994 $ 130,30

Even do -
$62,915.25 43% - 2019 131,91
Even do 6,601.82

Bven do -
651.0494 5% Preferred 114.82
268,9136 Common 177.61
. 7,156.46

*Loss

STERN, PODRTER, KINGSTON & GCOLEMAN

$ 434 %
406,




GRAHAM-NEWMAN CORPORATION
NEW YORK
SECURITIES SHORT
JULY 31,1947

COMMON STOCKS - INDUSTRIALS

RET
KO. OF PROCEEDS
SHARES OF SALE
2,800 Avco Manufacturing Corp. $31,938.63
2,100 Graham Palge Notors Corporation 22,690.07

1,200 Thermold Co.

Total

17,489.07

$72,117.717

ETERN, PORTER, KINGSTON & CQLEMAN

COVER VALUE
JULY 31, 1947

Price Amount

5-3/8 $15,0850.
4 8,400,
11-1/2 13,800.

$37,250.



GRAHAM-NEWMAN CORPORATION
52 WALL STREET

NEW YORK 8. N. Y.

February 25 , 1949

To the Stockholders of Graham-Newman Corporation:

Submitted herewith are financial statements of the
Corporation covering the fiscal year ended January 31, 1949.

The appended balance sheet indlcates a net asset value of
$97 .56 per share on January 31, 1949, compared with $114.13 per
share on January 31, 1948.

In July 1948 a capital distribution was made consisting of
all of the shares of Government Employees Insurance Co. owned
by the Corporation, which were carried at a book cost equivalent
to $21.21 per share of Graham-Newmsn Corp. stock. In additlon,
dividends of $5.75 were pald during the year. Of this amount
$4.31 per share has been designated as Capital Galn dividends,
pursusnt to Section 362 of the Internal Revenue Code,

The over-all net gain for the fiscal year, including the
net increase in unrealized asppreciation, amounted to $9.15 per
share on the average number of shares outstanding. Net realized
profits for the year, without reflecting the increase ln unreslized
appreciation, amounted to $6.07 per share.

If effect is given to the increass over book cost in the
quoted valus of the Insurance Company shares at the date of thelr
distribution in July 1948, the over-all gein would be $14.94 per
share. In additlon, stockholders who received and retalned their
Insurance Company shares have a further gain thereon--based on
thelr market price of $30.00 per share on Jenuary 31, 1949, plus
dividends recelved-—amounting to no less than $28.80 per share of
their Graham-Newman Corp. stock.




-

The results for the full year ended. January 31, 1949, to
stockholders who held their Gprahsm-Newmsn Corp. and Insurance
Company shares throughout the applicable period, may be summarized
as followsi~

Per Share of
Graham-Newman Stock

Net ssset value on Janusry 3lst, 1949

shown herewith $ 97.56
Add:
Cash dividends paid in year 5.786

Market vealus on January 3lst, 1949
of stock of Government Employees
Insurance Co. distributed in July
1948, plus stock dividend therson
(1.8 shares of Insurance Co, stock

at $30 per share) 54,00
Cash dividends paid in July 1948 and

January 1949 on the Insurance Co. shares 1.80

Total - $159.11

Net asset value on January 3lst, 1948 114,13

Gain for the year § 44,98

The indicated net asset value as of February 19, 1949 was
approximetely $97.00 per share.

The financial statements have besn reviewed by Messrs. Stern,
Porter, Kingston and Coleman, independent public accountants, whose
certificate is set forth herein.

The proxy statement for the amnual meeting to Dbe held April 11,
1949 will be sent to stockholders op) or about April 1, 1949.

By Order of the Board of Directors,

Benj. Graham,
Fresident

Jerome A, Newman,
Vice~President & Treasurer




STERN, PORTER, KINGSTON & COLEMAN

CERTIFIED PUBLIC ACCOUNTANTS

ST %Jf%»r%;m/cm, s e 2k /L /4

MURRAY HILL 8- 8075

To the Board of Directors and BStockholders of
Greham-Newmen Corporation:

We have examined the Balance Sheet of Graham.Newmen
Corporation as at Januery 31, 1949 and the relsted statements of Profit
and Loss and Chaenges of Net Assets for the fiscal year ended Junuary 31,
1949, have reviewed the system of internal control and the accounting
procedures of the company and, without making a detalled audit of the
transactions, have examined or tested accounting records of the company
and other supporting evidence by methods and to the extent we deemed
appropriate end in accordance with generally accepted standards
applicable in the cilrcumstances.

Pursuaent to regulations of the Securitles and Exchangz Com-
mission applicable to regulated investment companies, the Balance Sheet
herein gives effect to the evaluation of investments in securlties at
their quoted merket values as at the date thereof.

In our opinion, the accompanyling Ealance Sheet and related
statements of Profit and Loss end Changes of Net Assets ,subject however
to the notes appended thereto, present fairly the position of Graham-
Hewmen Corporation as at January %1, 1949 and the results of its opera-
tions for the fiscal year then ended, in ¢onformity with the accounting

principles set forth hereinabove applied on a basis consistent with that

of the preceding year.
%WW

¥ STERN, POR‘I’ER, KINGSTONW & COLEMAN
Certified Public Accountants

New York, N. Y,
February 18, 1949.




GRAHAM-NEWMAN

KEW

BALANCRE

JARUARY 31,

(OR BASIS OF QUOTED MARKET VALUE

CASH IN BANKS $ 86,243.81

DUE FROM BROEERS

For Securities Sold $ 2,874.05
Other 166,279, 90 169,153.95
INVESTMENTS IN SECURITIES (see Note A) 5,242,969.00

(Cost $5,076,072.43)

OTHER ASSETS
Interest Accrued on Bonds 220.00

$5,498,586.76

BTERK, PORTER. KINGETON & COLEMAN



CORPORATION

YORK

SHEET

1949

OF SECURITIES AS AT JANUARY 31,1949)

LIABILITIES AND _C APITAL

NOTES PAYABLE -~ BANK (secured) $ 450,000,00

SECURITIES SHORT (see Note A) 112,290,00
(et Proceeds of Sales $131,496.61)

ACCOUNTS PAYABLE ARD ACCRUALS
Oofficers' Additional Compensation (see Note B) $21,280.56
4

Other 2213,14 25,473.70

PROVISION FOR AﬁDITIOHhL CONTINGENT COMPRENSATION
OF OFFICERS (on increase in unrealized
appreciation subsequent to Janusry 31,1948) 32,568.92

FET ASSETS APPLICABLE T0 OUTSTANDING CAPITAL STOCK 4,878,254.14

Capital Stock:
Authorized, Issued and Outstanding-
50,000 shares of no par value

stated value $50.00 per share 2,500,000,00
cepital surplus 2,224,719.88

Barned surplus ’ -
Total Capital stock and Surplus 4,724,719.88

Unrealized Appreciation of Investmenis
(arter deducting provision for additional

contingent compensation of officers) 153,534,268
Total as above ‘ $4,878,254.14

equivalent to $97.56 per shere

$5,498,565.16




GRAHAM- NEWMAN CORPORATION

STATEMENT OF CHANGES IN NET ASSETS
APPLICABLE TO OQUTSTANDING CAFITAL STOCK

FOR THE FISCAL YEAR ENDED JANUARY 31, 1849

ﬁ_' NO. OF  PER
: SHARES  SHARE
- NET ASSET3 AT JANUARY 31, 1948 $3,961,948.39 34,715 $114.13
- ADD
Capltal Stock issued during year - for cash 1,528,500.00 15,285 100,00
$,490,448.39 50,000 109.91
Net Income for year:
Net Income, excluding gain or loss on
investments, and before deducting
additional compensation of
officers $ 52,966.31
Reallzed Net Gain on Sales of
Investments 225,589,55
Total 278,555, 8¢
Deduct-Additional compensatlon
of  officers(see Note B) 21,260.56
Proviaion for Federal
income tax (see Note C) -
Net Income for year 257,295.30 6.07(8)
Increase in Unreallzed Appreciatlion 162,844.58
Deduct-Provision for additional
contingent compensation of
officers (ses Note B) _32,568.92 _ 130,275,866 3.08(a)
TOTAL 5,878,019.35
DEDUCT
Distribution to Stockholders st
July 6,1948 of 37,492-20/100
shares Government Employees
Insurance Company stock-st Cost  736,190.95 21.21(¢c)
Dividends Paild:
Per No. of
Date Paid Share Shares
June 18,1948 $1.75 34,715 60,751.25
S3ept.17,1948 1.25 50,000 62,500.00
Dec, 17,1948 1.25 50,000 62,500,00
Jan. 28,1949 1.50 50,000 75,000.00
Total $5.75 260,751.25 5.75(b)
Recapitalization Expenses 2,823,01 .06(d)
(see Note D)
— 989,765,211
NET ASSETS AT JANUARY 31, 1949 $4,878,254.14 $ 97.56$d)

(&) computed on basis of average number of shares outstanding

during year-42,357-1/2 shares.

(b) computed on number of shares upon which dividends were

actually paid,

(¢) computed on number of shares upon which distribution of
Government Employees Insurance Co. stock was made

(34,715 shares).

(d) computed on number of shares outstanding at close of

year (50,000 shares),

STERN, PORTER, KINGSTON & COLEMAN




STATRMENT OF CHANGES IN NET ASSET3
APPLICABLE T0 OUTSTANDING CAPITAL STOCK

FOR THE FISCAL YEAR ENDED JANUARY 31, 1948

CAPITAL STOCK

STATED VALUE CARITAL BARNED UNRBALIZED
TOTAL $50, PER SHARE SURPLUS SURPLUS APPRECIATION
ABALYSIS OF CHANGES I RET ASSETS
Net Assets at January I1, 1948 $3,961,948.39  $1,735,750, $2 ,202,929.79 $ - $ 23,258.80
Add
Capital Stock isaued during year 1,528,500,00 764,250. 764,250.00
(15,285 shares}
Net Income for year 257,285,330 257,295.50
Increase in Unreallzed Apprecistion
less provisien for additional
contingsnt compensation of offlcers 130,275,668 130,275.66
Total 5,878,019.35 2,500,000, 2,967,188.79 257,295.30 15%,5%4.26
Deduct:
Distributlon-Government Employ-
ees Insurance Company stock 7%6,190.95 736,120,985
Dividends Pald 260,751.25 3,455,895 257,295,30
Recapitelization zmxpense 2,823,031 2,823.01

$99,765.21

Net Assets at January 31, 1948 $4,878,254,14  $2,500,000. $2,024,718.88 & - Q- $163,534.26

BTENN, POKTEP. KINONTOM & COLEMAKN




ORAHAM-NEWMAN CORPORATION
NEW YORK
NOTES TO FINRANCIAL STATEMENTS
JANUARY 31, 1949

NOTE A - VALUE OF T S LIZED AFPP ATIO INVES 8

The unrealized appreclation of lnvesatments at January 31, 1949 1ls
represented ag follows:

Value &t Unreslized
gost January 31,1349 Apprecistion
Investments in Securities $5,076,072.43 $5,242,969, $166,898.57
Securities short 131,496,61 112,290, 19,206,61
Net Sbcuriltiss Position $4!944!575.82 $5,130,679. 186,103.18
The unreslized appreciation of investments
st January 31, 1948 was 23,258.60

and the increase in unreallzed appreclatlion st
the close of the year as compared with the
atatus at the close of the prior year was $162,844.58

The investment in Atlantic Qulf & West Indles Steamshlp Lines Common Stock
hss been valued per resolution of the boerd of directors at its quoted
market value on the New York Stock Exchange as a8t the close of the year,
and on this basis shows &n unreallzed appreciation of $166,341.50, thus
representing an amount slightly in excess of the increase in unreallzed
appreciation for the year and the grester part of the unrealized apprec-
iation at the close thereof. The company and other persons assoclsated
with 1t in this transaction acquired an effeetive control of that company
(A.G.W.I.) in December 1948 and there have recently been only occasionsl
transactions in this security on the Exchangs.

Current valuss of investments at Jenuary 31, 1949 are based on
market quotations and are not intended as representations of the amounts
which may actually be reallzable upon sale of these securltiles.

NOTE B - COMPENSATION OF OFFICERS

Pursuant Lo & resolution of the directors spproved by the stock-
holders &t a specisl meeting held on February 27, 1849, the corporation
pays the President and Treasurer each a salary at the rate of $2%5,000.,00
per annum from February 1, 1948 and as sdditional compensatlon to each, &
sum equal to 104 of the over-sll earnings from Pebruary 1, 1948 sbove a
cumulative annuel dividend of $4.00 per share, to the extent that the
balance of such excess over-sll earnings shall have been pald in dividends.
Any such additional compensation 1s payable in five equal annual amounts on
or about each successive January 31st, begimning January 31, 1949. The
directors have voted to accelerate the payment of the additional compen-
sation for the current year. In the event of death of elther officer or
the alection of a successor, additional compensation wlll be payable of a
sum which, together with the total additional compensation previously pald,
shall equal 104 of the excess of the over-all net earnings of the corpora-
tion from February 1, 1948 to the date of terminastion of offlce over an
amount equal to $4.00 per share per ennum on the average number of shares

outstanding for such period.

STERN, PORTER. KINGETON & COLEMAN




NOTES TO FINANCIAL STATEMENTS
JARUARY 31, 1949

(CONTINUED)

NOTE C - TAX STATUS
The company is & "regulated investment company" under the

Internal Revenue Code, and as suchis subject to Pederal income tax at 25%
of the excess of 1ts net long term capital gain (less lts net short term
capital loss, 1f anyz over the amount distributed as dividends which are
designated by it as “capital gain dividends”, and at 38% of the excess of
{ts other net income over the smount of dividend distributions therefrom.
The Compeny has distributed as dividends the entire amount of its net
income for the current year, so that no provision for Federal income tax
for the year is required. The Company likewilse intends to follow the
same practice in the future and no Federsl income taxes will be paysble
on the basis of the Internal Revenue Code presently in force for any year
in which this practice is followed. No provision has therefore been made
for Federal income tax on unrealized apprecistion of inveatments at

January 31, 1949,

At June 16, 1948 the directors voted to increase the suthorized
Capital Stock of the Company from 40,000 to 50,000 shares of no par value
and to offer the balance of the unissued stock to stockholders of record
July 14, 1948 et $100.00 per share in the ratio of 44/100 of & share of
new stock for each share then outstanding. The rights to subseribe ex.
pired August 9, 1948 and the entire number of suthorized and unissued
shares (15,285 shares) were subscribed for., Of the amount recelved, $50.00
per share, being the stated value per share of the capital stock, wvas
credited to Capital Stock account, and the balance of $50.00 per share was

credited to Capital Surplus.

as follows:

cost of Proceeds
Purchases from Sales

First half (February 1,1948 to July 1,1948) $2,231,534.44 §1,373,835,93
Second half({sugust 1,1948 to Japusry 31,1949) 1,819,694,03 885,194,72

Total for the year $4!151!228,47 $2,259,030.65

BTERN, PORTER, XINGETON & COLEMAN




ORAHAM-NEWMAN CORPORATION
NEW YORK

INVESTMENTS IN SECURITIES
JANUARY 31, 1549

SUMMAIRY

CONPART
Preferred Stocks
Common Stocks

(RS 4 ‘ iz AN TES
Preferred Stocks
Common Stocks

OTHER SECURITIES
Bonds
Railrosds
Utilitles
Resl Estate

Preferred Stocks
Utilitles
Insurance Companies
Industrisls

Common_ Stocks
Railroads
Utilities
Banks
Insurance Companiles
Industrials

STERN, RORTER. KINGSTON & COLEMAN

QUOTED
MARKET VALUE

AT JANUARY 31,1949

$ 35,083,
248,741,

447,356,
174,342,

342,865,
391,663,
1,500.

203,240,
4,000,
154,830,

22,750,
198,520.
50,625,
289,661,

2,617,818,

$5,242,969,




GRAHAM-NEWMAN CORPORATION

NEW YORK

INVESTMENTS IN SECURITIES

JANUARY 31, 194%

NO. OF
SHARES

DESCRIPTION OF SECURITIES

INVESTMENT COMPANIES

Preferred Stocks
825 Rallway & Light Securities Co.

4% Cumulative Convertible
Preferred

Common Stocks

530
1,000

1,500
3,400
1,000
7,000
18,000
2,500

Aldred Investment Trust

American Research & Development
Corporation

American International Corporation

Carriers and General Corporation

Niagara Share Corporation "g"

Pacific American Investors, Inc.

The Pennrosd Corporation

Tri-Continental Corporation

HOILDING COMPANIES

Preferred Stocks

1,300
500
400

8,850

300
1,281
500

1,700

Alleghany Corporation Cumulative

Convertible $2.50 Prior Preferred
American & Forelgn Power Co.

$6.00 Cumulative Preferred
American & Foreign Power Co.

$7.00 Cumulative Preferred
Electric Bend & Share Co,

$6.00 Preferred (stubs)

Electric Power & Light Corp.
$6.00 Cumulative Preferred
Tederel Light & Trection Co.
$6.00 Cumuletive Preferred
International Hydro-Electric Systenm
$3.50 Cumulative Convertible
Preferred
Standard Power & Light Corporation
$7.00 Cumulative Preferred

STERN. PORTER. KINGATOMN & COLEMAN

QUOTED
MARKET VALUE AT

JANUARY 31,1949

Amount

$_35,063.

66.
22,250,
18,000,
25,800,

9,500,

21,000,
137,250.

16,879,

$248,741.

85,800,
30,600,
22,800.
34,294.

41,325,

6,724.

26,063,

199,750,

$447,356,




INVESTMERTS IN SECURITIES

JANUARY 31, 1949

NO., OF
SHARES DESCRIPTION OF SECURITIES
HOLDING COMPANIRS (Continued)
Common Stocks

3,000 Amerex Holding Corporatlon

3,405 Engineers Public Service Company-
ex-distributiona

5,000 Oeneral Tin Investments, Ltd.-
American Certificste for
Ordinsry Capltal

130 Q@eorgia Rallroad & Banking Company
2,000 Marine Midland Corporation

%,000 Midland Reallzstlon Company
4,500 Midland Utilitles Coumpany
500 Missalon Corporation
166-2/3 Mission Development Compsny
500 North Awmerican Company
2,000 Transamerica Corporatlion

OTHER SECURITIES - BONDS

Face
Amount

Railroads
5 75,000, Boston Terminal Co. 18t
Reglstered 33% 2/1/1947

50,000. Central Rallroad Co. of New
Jersey-First Morigage
5% 7/1/1987 (C/D)
96,000, Chicago, Terre Haute and South-
eastern Rallway Co. Income
Mortgage 2-3/4% 1/1/1994
100,000. The New York, New Haven &
Hartford R.R. Co. Genersal
Mortgage Series "A" Income
444 1/1/2022
185,000, Northwestern Terminal Rallway
Company First Mortgage Income
5% 1/1/1977
63,000, Rio Grande & Western Rallway Co.
First Consolidated Mortgage
Series A 4% 4/1/1949(stubs)

STERN, PORTER, KINGSYTON & COLEMAN

QUOTED

MARKET VALUE AT
JANUARY 31,1949

Amoupt
$ 74,250,
. 5,107,
5,625.

18,785.
13,500,

3,180.
562,
23,750.
1,458,
8,125.

20,000,

$174,342,

87,750.
37,500.

69,120.

46,000,

122,100,

10,385,

$342,865,



INVESTMENTS IN SECURITIES
JANUARY 31, 1948

QUOTED
FACE AMQUNT DESCRIPTTION OF SECURITIES MARKET VALUE AT
JAN 31 9

OTHER SECURITIES - BONDS (Continued) Amount

Utilities
$100,000, Chicago City Rallway Company
Firat Mortgage S% 2/1/1927
(c/D) (stubs $ 11,125,

259,000, Chicsgo Rapid Transit Company:
First & Refunding Mortgege
Series "A" 6% 7/1/1953
(stubs) 12,1186,
First & Refunding Mortgage
84¢ 7/1/1944 (stubs)

Federasl Street and Pleasant
Valley Psssenger Reil-
way Co.:
24,000, Consolldated Mortgage
5% 5/1/1942
21,000, Consolidated Mortgage
s% 5/1/1942 Stamped

44,000,

1,131,000, Metropoliten West Side Elevated
Reilway Co. (Chicago):
Extension Mortgage
4% 1/1/1938 %atubs)
First Mortgage
4% 8/1/1938 (stubs)

52,309,

145,000. Northwestern Elevated Rallway
Company:
First Mortgage
5% 9/1/1941 (stubs) 8,156,
First Mortgag

5% 9/1/1941 (C/D)(stubs)

Second Avenue Traction Co.:
9,000, Firat Mortgage
5% 12/1/1934
56,000, First Mortgage
5% 12/1/1934 {c/p)
2,000, First Mortgage
5% 12/1/1934-Stempead(C/D)

Southern Tractlon Company:
150,000, First and Coll.S5% 10/1/1950
107,000. First and Coll.S5% 10/1/1950
Stamped

126,000. Unilon Elevated Rallroad Company
First Mortgage 5% 10/1/1945 7,087,
(stubs)

West End Traction Co.:
13,000, Genersl Mortgage 5% 1/1/1938
36,000, General Mort age 5% 1/1/1938
Stamped (C D?

48,910,

172,190.

36,770,

$391,663.

STERMN, FPORTER, KINGSTON & COLEMAN




INVESTMENTS IN SECURITIES
JANUARY 31, 1949

NO. OF
SHARES OR
FACE AMOUNT DESCRIPTIOR OF SECURITIES
OTHER SECURJITIES - LONDDJ {Continued)
Reel Estete

2,500 units Schulco Company Incorporated
5% 7/1/1963 Scrip
$10,000, Sunnyside Properties,Inc.
6% Cumulative Income Notes
10/1/1950 - Registered

) IES - STOC

Ttilities
8,600 Market Street Rallwsy Company
Cumulative Prior Preferred 6%

New England Public Service Cowmpany:
685 $6.00 Prior Lien Cumulative
Preferred Contingent Certifi-
cate for additionsl amount
due (stubs)

1,120 $7.00 Prior Lien Cumulative
Preferred Contingent Certifi.-
cat2 for addiltionel amount
due (stubs)

500 Vicksburg, Shreveport and Pacific
Railway Company 5% Common
guaranteed by Illinois Centrsl
Reilroad Coupany

Insuranc ompanles
400 U.8. Casvalty Company $.45
Cumulative Convertible Partl-
cipating Preferred

Industrisls
Autocar Company:

609 Cumulative Convertible
Preferred Series A - 5%

291 Convertible Preferred
Series B - 5%

100 Cumulative Convertible
Preferred Series C - 5%

1,200 Avco Manufacturing Corporation
$2.25 Cumulative Convertible

Preferred

300 Cluett Pesbody and Co. 4%
Tumulative Convertible
2nd Preferred

Forward

STERN, PORTER. KINGSTON & COLZMAN

QUOTED
MARKET VALUE AT

JANUARY 31,1949

Amount

1,500,

146,200,

2,740,

918%.

44,500,

$203,240,

$__4,000,

13,000,

49,950,

24,900,

$ 87,850,



INVESTMENTS IN SECURITIES
JANUARY 31, 1949

DESCRIPTION QOF SECURITIES MARKET VALUE AT
JANUARY 31,1949

H FCURITIRS RPERRED STOCKS (Continued) Amount
Industrisls (Continued)
(Forward) » $ 87,850,
300 Franklin Simon & Company, Incor-
porated 42% Cumulative
Convertible Preferred 7,500,

1,100 Gar Wood Industriles, Inc.
] 4%% Cumulative Convertible

Preferred 31,900,
200 General Cable Corp. 4% Cumulative
Convertible Z2nd Preferred 5,750,

100 Mansfield Tire & Rubber Company
$1.20 Cumulative Convertible

Preferred 1,850,
200 Murray Corporation of America
4% Cumulative Preferred 10,425,
260 Thermoid Co. $2.50 Cumuletive
Convertible Preferred 9,558,
$154I83°'
QTHFR SECURITIES ~ COMMOR STOCKS
Rejlroeds
1,400 Northern Pacific Rallway Company $_ 22,750,
1litie .
1,450 Boston Eleveted Rallway Company 24,650,
6,200 Federal Water & Gas Cerporation 30,225,
1,400 1Illinois Power Compaeny 37,878,
300 Internationsl Ocean Telegraph
Coupany 2%,700.
11,000 Iongview. Bridge Compeny 18,500,
700 Monongahela Street Railway Couwpsany 18,550,
196 Pittsburgh Incline Plane Company¥ 23,520,
1,000 Portlsnd General Electric Company 22,750,
400 TUnited Public Utilities Corporation 650,
$198‘520.
Banks
5,000 Continental Bank & Trust Compeny $_50,625.
;ngugancg Companies
American Surety Company 49,600.
1,100 Employers Group Assoclates 37,812,
4,755 Few Amsterdam Casuslty Company 147,4065.
900 Standard Accldent Insurance Cowmpany 29,475,
1,025 Universal Insurance Company _25,368,
$289‘661.

*3e¢e Page for foctnote.

STENN, FORTEN, KINGSTCON & COLEMAR
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INVESTMENTS IN SECURITIES
JANUARY 31, 1949

NO. GF
SHARES DESCRIPTION OF SECURITIES

OTHER SECURIT

- COMMON STOCKS (Continued)

Industrisls
4,600 A.D.F. Company

5,000
23,1763

12,600
3,700

3,000
5,000

1,000
7,000

1,000

10,500
1,200
300
2,000
999

1,000

500
1,400
1,500
1,550

3,100

44,790

745
3,300

300
110
1,000
2865
600

4,079
1’000
1,100

500

American-Hawaiian Steamship
Company

Atlantic Gulf & West Indies
Steamship Lines*

Brewster Aeronautical Corporation

Buda Company

Compania Manufactures del
Patrero 3. A.

Consolidated Liquidating
Corperation

piamond T. Motor Car Couwpany

Equitable Office Bullding
Corporsation

Fairchild Engine &
Airplane Corporation

Fajardo Sugar Company of Porto Rico
Franklin Raeilway Supply Company
Hercules Motors Corporation

Hunt Foods, Incorporated

Jones & Lamson Machine Coupany

lee Rubber & Tire Corporation

Mandel Brothers, Incorporated
Manhattan Shirt Company

Meryland Dry Dock Company

Merchants & Miners Transport Company

Mohawk Rubbexr Coumpany
National Depariment Stores
Corporation .
Nstionel Transit Pump
& Machine Company*
New Britain Machine Company
New York Merchandise Co., Inc.

Rice-8tix Dry Goods Company
Shuron Opticsal Company, Inc.
Stewart Warner Corporation
Taylor-Wharton Iron & Steel Co.
Todd Shipyards Corporation

Utica Kuitting Company*

White Motor Company

R.C. Williams & Cowmpany, Inc.

Yale & Towne Manufacturing Company

QUOTED

MARKET VALUE AT
NUARY 31,1943

JA

$

Amoun

L.
5,780,
181,250.

1,295,084,

$

1’008‘
39,775.

87,500,
11,875,

34,125,

4,125,

244,807.(8)
14,400.
4,125.
20, 750.
20,230,

19,250,

4,000,
24,500,
20,250.
13,175,

20, 625.
46,500.

246,345,
13,410,
37,950,

7,650.
2,640.
12,750.
8,745,

146,844,
15,000.
7,425,

11,000,

2,677,813,

#*Represents investment in a non-controlled affiliate, &8 defined

in Investment Company Act of 1940, un

der which an issuer is

an "affiliaste" of one who owns 5% or more of its outstanding

voting securities.

(8) Includes dividend receivsble.

BTERN, FORTER. KIHQBTON & COLEMAN




GRAHAM-NEWMAR CORPORATIOR
NEW YORK
SECURITIES SHORT
JANUARY 31, 1949

COVER VALUE,
NO. OF JANUA 31,1949
SHARES SCRIPTION 8 ITIES Amount
PREFERRED STOCKS - RAILROADS
1,000 New York, New Haven & Hartford
R.R. Co. 5% Series A $ 31,625.
COMMON STOCKS - RAILROADS
1,000 Central Railroad Co. of New Jersey 31,750.
COMMON STOCKS - INDUSTRIALS
2,800 Avco Manufacturing Corporation 18,800,
4,600 Gar Wood Industries, Inc. 27,025,
400-70/100 Utah Fuel Co. When Issued , 2,990,
$112,290.

STERN. PORTER. KINGSTON & COLEMARN




A

GRAHAM-NEWMAN CORPORATION
120 WALL STREET

NEW YORK 5, N. Y.

February 27, 1950

To the Stockhcldefs of GrahameNewman Corporation:

submitted herewith are the financial statements of the
Corporation, covering the fiscal year ended January 31, 1950,

The appended balance sheet indicates a net asset value
of $106.57 per share on January 31, 1950, compared with
$97.56 on January 31, 1949.

During the fiscal year total dividends of $10 per share
were pald, of which $7.03 has been designated as Capital
Gain Dividendas, pursuant to section 362 of the Internal
Revenue Code; $0.28 per share represents & return of capital,
and the balance of $2.09 per share represents ordinary lncome.

The over~-all gain for the year, including the net
increase in unrealized appreciation, amounted to $19.01 per
share, Net realized profits for the year, without reflecting
the inerease in unreallized appreciation, amounted to $9.12

per share.

The attached financial statements have been reviewed
by Messrs. Stern, Porter, Kingston & Coleman, independent
public accountants, whose certificate is set forth herein.

puring the year, the Corporation moved its offices to
larger quarters .at 120 Wall Strest. This enabled us to
effect a much needed inereass in our personnel by the
addition of Messrs, Edward E. Laufer and Howard A. Newman
to the staff, During the year, also, a limited partnership
was formed, known as Newman & Graham, with a present capital
of 42,570,000, to operate on a basis similar to that of
Graham-Newman Corporation. Operating expenses are being
shared between the two businesses in proportion to capltal,
As a result, we have been able to expand our organization
without increase in the Corporation's overhead.



With deep regret we report the untimely death in December,
1949, of Seymour T. Cohn, our good friend and the Secretary
of the Corporation since 1ts inception. At a subsequent
meeting of the Board of Directors, Mr. Laufer was elected
Secretary to succeed Mr, Cohn and Mr., Howard A. Newman was
elected Assistant Treasurer and Asslstant Secretary.

The annual meeting of stockholders is scheduled to be
held on Monday, April 10, 1950 at 2:00 P.M. Formal notice
thereof, together with a proxy statement and request for
proxies, will be sent to stockholders on or about March 31, 1950,

By Order of the RBoard of Directors,

Benj. Graham,
President

Jerome A. Newman,
Vies~President & Treasurer




STERN, PORTER, KINGSTON & COLEMAN

CERTIFIED PUBLIC ACCOUNTANTS

So7 f’:%-cxjwzae; o Howr lork /. 7 A

MURRAY HILL 2-BQ75

To the Board of Directors and Stockholders
of Graham-Newman Corporation:

We have examined the Balance Sheet of Graham-Newman Corporation
as at January 31, 1950 and the related statements of Profit and Loss and
Changes of Net Assets for the fiscal year ended January 31, 1950, have
reviewed the system of internal control and the accounting procedures of
the company and, without making a detailed audlt of the tramsactlons,
have examined or tested accounting records of the company and other sup-
porting evidence by methods and to the extent we deemed appropriate and
in accordance with generally accepted standards applicable in the
circumstances,

Pursuant to regulations of the Securities and Exchange Commis-
sion applicable to regulated invesiment companies, the Balance Sheet
herein gives effect to the evaluation of investments in securities at
their quoted market values as at the date thereof,

In our opinion, the accompanying Balance Sheet and related
statements of Profit and Loss and Changes of Net Assets, subject however
to the notes appended thereto, present falrly the position of Graham-
Newman Corporation as at January 31, 1950 and the results of its operations
for the fiscal year then ended, upon the basls of the accounting principles
set forth hereinabove and applied, except for the change noted in Note D to

the Financial Statements, which change we approve, on & bagis consistent

wilth that of the preceding ye
‘</Z§zZ;ZL/ (i rCi:;%%é&éu\//

s POR R
Certified Pubiic Acc

New York, N. Y.
February 21, 1950




GHAHAM-NEWMAN

NEW

BALANCE
JANUARY 31,

(ON BASIS OF QUOTED

CASH IN BANKS $ 53,867.42
DEPOSITS WITH BROKERS 121,850,24
INVESTMENTS IN SECURITIES (See Note A) 5,568,145,00

(Cost $4,777,929,56)

OTHER ASSETS

Dividends Recelvable $21,275.10

Interest Accrued on Bonds 220,00

Deposits and Sundry Receivables 965,59 22,458,69
FURNITURE AND FIXTURES 5,005.86

$5,771,327.21

BYERN. PORTER, KINUGSTON & COLEMAN
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' MWARKET VALUE OF SECURITIES)

LIABILITIES AND CAPITAL

NOTE PAYABLE - BANK (secured) $ 100,000.00

SECURITIES SHORT (see Note A) 106,418.00
(Net proceeds of sales $120,580.65)

DUE TO BROKERS - for securities purchased 9,577.64

ACCOUNTS PAYABLE AND ACCRUALS
Benjamin Graham-
Additional compensation (see Note B} $  31,972.55
Jerome A. Newman.
Additional compensation (see Note B) 31,972.55
Other §5,508,07 70,453,117

PROVISIOK FOR ADDITIONAL CONTINGENT
COMPENSATION OF OFFICERS
(on increase in unrealized appreciation of
investments subsequent to January 31, 1948) 156,223,90
{see Note B)

NET ASSETS APPLICABLE TO OUTSTANDING CAPITAL STOCK 5,328;654.50

Capital Stock:
Authorized, issued and outstandling:
50,000 shares of no par value -
at stated value of $50,00 per share 2,500,000,00

Capital Surplus 2,180,500,31
Earned Surplus -
Total Capital Stock and Surplus 4,680,500,31

Unrealized Appreciation of Investments
(after deducting provision for related
pdditional contingent compensation
of officers) 648,154,19

Total, as above $5,328,654,50
Equivalent to $106.57 per share

$5,771,3217,21




GRAHAM-NEWMAN CORPORATION
PROPIT AND LOSS STATEMENT
FOR THE PISCAL YEAR ENDED JANUARY 31, 1950

STATEMENT OF INCOME AND EXPENSES
excilu@ing galn or 1oss on investments)

Income
Dividends (see Note D) $199,574.50
Interest on Investments _13,598.05
Total 213,172.55
Expenses
Salarlies of Officers:
Benjamin Graham (see Note Bg $ 25,000,00
Jerome A, Newman do 25,000.00
Other 10,499.99
Other:
Office salaries i18,820,57
Executive committee fees 5,550,00
Directors' fees 1,075.00
Rent and light 3,459.32
Telephone and telegraph 1,700.47
Ingurance 467,50
Taxes (other than Federal income tax) 2,924 .41
legal and accountling 6,536.23
Custodian fees 2,436.83
(eneral expense 3,268,83
Depreciation 359.05
Payment to widow of deceased offlicer 3,500,00
Total 110,598,20
Interest Paid 1,927.22 ,
Total Expenses (exclusive of
additional compensation of officers) 112,526.42
Net Income, excluding gain or loss on investments-
efore deducting addlitional compensation of
officers and provision for PFederal income tax 100,647.13
Add-Expenditures for office Lixtures, ete. )
written off in prior year-capltalized 1,643.15 $102,290,28
NET REALIZED GAIN ON SALES OF INVESTMENTS 417,435.25
Apount realized 2,301,654.90
Coat 1,884,219,65
NET INCOME, before deducting additional compensatlion
of officers and provision for Federal 1lncome tax 519,725.83
Deduct-Additional compensation of officers (see Note B):
Benjamin Graham 31,972.55
Jerome A, Newman 51,972,585 63,945.10
Provision for Federal income tax (see Note C) - 63,945,10
NET INCOME FOR YEAR 455,780.43
ADD: -
T Inorease in Unrealized Appreciation (see Note A) 618,274.91

Unreallzed Appreciation-at. January 31,1949 186,103,18
-at January 31,1950 804,378,08
Deduct.Provision for additional contingent —

compensation of officers (see Note B) 123,654,98 494,619,93
NET INCOME FOR YEAR - including increase in unrealilzed
appreciation of investments (see Notes A and B) $950,400.36

Equivalent {(on 50,000 shares outstanding during year) to $19.01 per share,

BIXAN, "ORYER, KiNGETON & CTOLEMAR

,,,,, —— T




GRAHAM-NEWMAN CORPORATION
STATEMENT OF CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED JANUARY 31, 1950

PER
SHARE®
HET ASSETS AT JANUARY 31, 1949 $4,878,254.14 § 97.56
ADD-NET INCOME FOR YEAR
%ot Income, excluding gain or loss
on investments $102,290,28
(vefore deducting additional compensation
of officers)
Ket Reallzed Gain on Salesg of Investments 417,435,.25
Total 519,725,53%
Peduct-~-Additilonal Compensation of Officers 63,945,10
Net Income for year 455, 780.43 9.12
Increase in Unrealized Appreclation
of Investments 618,274,911
Deduct-Provision for related additional
contingent compensation of officers 123,654,.98 494,619,.93 9,89
Total 5,828,654,50 116.57
Deduct-Dividends Paid (on 50,000 shares)
Per share
April 25,1949 $ 1.25 62,500.00
July 20,1949 1.25 62,500,00
October 21,1949 1.25 62,500.00
Januery 31,1950 86,29 312,500,00
Total $10.00 500,000,00 10,00
NET ASSETS AT JANUARY 31,1950 $5,328,654,50 $106,57
ANALYSIS OF CHANGES IN NET ASSETS
Capitel Capital Earned Unrealized
Total Stock Surplus Surplus Appreciation(x]
Net Assets At
January 31,1949$4,878,254.14 $2,500,000, $2,224,719.88 $ -0- $153,584.26
Add-Net Income
for year 455,780.43 455,780 .45
Increase 1n un-
realized appre-
clation less
provision for
related addl-
tional contin-
gent compensa-
tion of
officers 494,619,935 494,619,993
Total 5,828,654.50 2,500,000, 2,224,719,88 455,780.43 648,154,119
Deduct-Dividends
Paid 500,000.00 44,219,.57 455,780,453
Net Aspets at
January 31,1950 $5,328,654.50 $2,500,000. $2,180,500,351 $ - $g§2£;gééég

# Capital Stock - 50,000 shares of no par value-stated value $50.per share

nrealized Appreclation of Investments after deductl ovision for
(x) U related adggtional contingent compensation Rt iey N
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GRAHAM-NEWMAN CORPORATION
NEW YORK
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 1950

NOTE A - VALUE OF INVESTMENTS-UNREALIZED APPRECIATION OF INVESTMENTS

Investments have been evaluated at their quoted market values as at
January 31, 1950 except for an investment (American Maracaibo Co. participa-
tion note) of $43,752.60 for which no market quotation was obtainable and
which has been included at cost, being the falr value thereof as determined
by the management.

The unrealized appreciation of Iinvestments at January 31,1950 1is
represented as follows:

Value at Unrealized

Cost January 31,1950 Appreciation

Investments in securities $4,717,929.56 $5,568,145, $790,215.44
Securities short 120,580,65 106,418, 14,162,65
Net Securities position $4,657,348,91 $5,461,727. 804,378.09
The unrealized appreciation at January 31, 1949 was 186,103,18

and the increase ln unrealized appreclation for the year was $618!274591

The investment in Atlantic Gulf & West Indles Steamshlp Lines
(AGWI) common stock has been valued at 1ts quoted market value on the New
York Stock Exchange as at January 31, 1950, and upon this basls shows an.
unrealized appreciation at that date of $507,934.50 of which $341,59& rep-
resents appreciation during the year, Unrealized appreclation is therefore
represented asg follows:

Increase in Total
Unrealized Appreclation Unreallzed Appreclation
during year at January 31, 1950
AGWI Common Stock $341,593.00 $507,934.50
Cther Securitles 276,681,91 296,443,559
Total $618,274.91 $804!378.09

Effective control of AGWI was acquired by Jerome A, Newman, by virtue of
the contrcol by him or power to influence & majority of the outstanding
stock of that company, including the holdings of Graham-Newman Corporatilon.
There have recently been only occaslonal transactions in AGWI common stock
on the New York Stoek Exchange,

Current values of investments at January 31,1950 are based upon
market quotatioris, except as noted above, and are not intended as represen-
tations of the amounts which may actusally be realizable upon sale of these
securlties,

NOTE B - COMPENSATION OF OFFICERS

Pursuant to resolution & the board of directors at March 24, 1949
the President and Treasurer of the company each receive a salary at the
rate of $25,000. per annum and additional compensation, computed upon an
annual basis, of 104 of the excess of net realized income (less the net
unrealized depreciation if any in value of investments) over an amount
equivaient to $1.00 per share per gquarter, - such addlitional compensation
as to each being limited to 12#% of the excess of dividends actually pald
over an amount equal to $1.00 per share per quarter. The additiconal com-
pensation is cumulative from February 1, 1948 and 1s payable in five equal
annual installments within 60 days of the close of thegreapective years,

BTERN, PORTER, KINGSTON & COLEMAN




NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 1950
(CONTINUED)

NOTE B . COMPENSATION OF OFFICERS (continued)

In the event of death of either officer or the termination of his tenure of
office, additional compensation will be payable to such officer, or to his
estate, in an amount equal to 10% of the lncrease in unrealized appreclation
subsequent to January 31, 1948, less an amount equal Lo $1.00 per share per
quarter, to the extent that such amounts had not previously been taken into
consideration in computing additional compensation.

NOTE C - TAX STATUS

The company is & "regulated investment company” under the Internal
Revenue Code, and as such is subject to Federal income tax at 25% of the
excess of its net long term capital gain (lesa its net short term capital
ioss, If any) over the amount distributed as dividends which are designated
by it as "capital gain dividends", and at 38% of the excess of 1ts other
net income over the amount of dividend distributions therefrom. Dividends
have been paid during the year in an amount in excess of net income, and no
provision for Federal income tax for the year is therefore required. The
company likewise intends in the future to distribute 1ts entire realized
net income each year as dividends, and if this practice is followed, 1t
will not under the present Federal Internal Revenue Code be liable to income
tax on the presently unrealized appreciation, as and when realized.

NOTE D - INCOME FROM DIVIDENDS

Income from dividends includes both (a) dividends recdved during
the year on stocks which were selling ex-dividend at the close of the pricr
year in the amount of $18,100,01 {which had not been set up as an agset in
the balance sheet as of that date, except for a special dividend of
%11,182.50 which had been included in the evaluation of investments) and

b) dividends in the amount of $21,275.10 on stocks which were selling ex-
dividend at the close of the year, which latter amount has been set up as
an asget in the balance sheet herein.

NOTE E - SUPPLEMENTARY INFORMATION
The aggregate dollar amounts of purchases and sales of lnvestment
securities, other than United States Government securities, made during
the year were as follows:

Cost of securitlies purchased $1,712,875.80
Proceeds of sales of securlitiles 2,417,537.96

ETERN, PGRIER. KINGRETON B COLEMAN



, GRAHAM-NEWMAR CORPORATION

, NEW YORK

INVESTMENTS IN SECURITIES
JANUARY 31, 1950

SUMMARY

! QUOTED
MARKET VALUE

aE AT JANUARY 31, 1950
f INVESTMENT COMPANIES

. Preferred Stocks $ 27,169

L Common Stocks 94,912
HOIDING COMPANIES

; Freferred Stocks 192,067

b Common Stocks 148,965

OTHER SECURITIES
Bonds and Notes

8 221,945
Utilities 162,889
Industrials 435,753

Preferred Stocks
tilities 190,000
Industrials 176,263

Common Stocks

ilroads ' 303,488,
Utilities 238,483
¥ Banks 33,750
i Insurance Companies 123,857
] Industrials 3,610,604
TOTAL $5,569,145

ot TAbont R
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GRAHAM-NEWMAN CORPORATION
NEW YORK
INVESTMENTS IN SECURITIES
JANUARY 31, 1950

INVESTMENT

DESCRIPTION OF SECURITIES

COMPANIES

rreferred Stocks

25

Common S
1,000

2,200
14,500

242

Raliway & Light Securitles Co. 4%
cumulative Convertible Preferred

ocks

American Research & Development
Corporation

Carriers & General Corporatlion

pacific American Investors, Inc.

Railway & Light Securities Co.

HOLDING COMPANIES

preferred Stocks

800
12,400
3,405
987
400

Emerican & Forelgn Power Co.

$6,00 Cumulative Preferred
Electric Bond & Share Co,

$6.00 Preferred (stubs)
Engineers Publlc Service Company

ex distributions (stubs)
Federal Light & Traction Co,

$6.00 Cumulative Preferred (stubs)
Queens Borough Gas & Electric Co.

&% Cumulative Preferred

Common Stocks
1,000 erex Holding Corporation

%,000

155
2,000
10,000
500
400
1,000

General Tin Investments, Ltd.-
American Certificate for Ordinary
Capital

Georgia Railroad & Banking Company

Marine Midland Corporation

Middle West Corporation

Mission Corporation

Migsion Development Company

Transamerica Corporation

OTHER SECURITIES - BONDS

Face
Amount

Railroads

$21,000.
$123,000,
$6,000.
$96,000.

Bogton Terminal Co,:
First Mortgage 33% 2/1/1947

do d@o {Registered

do
First Mortgage 4% 7/1/560{ do
Chicago,Terre Haute & Southeastern

Railway Co.Income Mortgage
2-3/4% 1/1/1994 ‘

FPorward

BTERN, PORTERN, KINGSYON & COLEMAN

QUOTED

MARKET VALUE AT
JANUARY 31,1950

Amcunt

$ 27,169.

24,500.
17,600,
47,125,

5,687,

$_94,912,

48,400,
106,950,
647.
9,870.
26,200.
$192,067.
34,000,
5,938,
21,002,
18,000.
26,250,
23,250,

4,150.
16,375.

$148,965.

109,500,

75,840.

$185,340

T R RN



INVESTMENTS IN SECURITIES
JANUARY 31, 1950

FACE
AMOUNT

DESCRIPTION OF SECURITIES

OTHER SECURITIES - BONDS (Continued)

Railroads

$50,000.

63,000.

Ytilities

$100,000.

460,000,

1,131,000,

145,000,

65,000,

126,000.

(continued)

Porward

The New York, New Haven & Hartford
R.R.Co.General Mortgage Series
"A" Income 43% 7/1/2022

Rio Grande & Western Rallway Co.
First Consclidated Mortgage
Series A 4% 4/1/1949 (stubs)

Chicago City Railway Com y
Pirst Mortgage 5% 2/1/1927
(o/D) (Stubs)

Chicage Rapid Transit Company:
First and Refunding Mortgage

Series "A" 6% 7/1/1955%8tubs)
First and Refunding Mortgage
84% 7/1/1944 (stubs)
Metropolitan Weat 3ide Elevated
Railway Co. (Chicago)}:
Extension Mortgage 4% 7/1/1938
(stubs)
Extension Mortgage 4% 7/1/1938
(stubs)(C/D :
Northwestern Elevated Rallway
Company:
First Mortgage 5% 9/1/41(stubs)
Pirat Mortgage 5% 9/1/41
(stubs)(C/D)

Southern Traction Company:

First & Collateral 5% 10/1/1950
First & Collateral 5% 10/1/1950
Stamped

Union Elevated Railroad Company
First Mortgage 5% 10/1/1945
(stubs)

5,000, Washington & Cannonsburg Reilway Co.

First Mortgage ,
5¢ 7/1/1932 Stamped
Firat Mortgage
5% 7/1/1932 Stamped Reglstered

Industrials

American Maracaibo Company
504 Participation 1in Note for
$109,381.49

ETERN, PORYER, KINGSTON O COLEWAN

QUOTED

MARKET VALUE AT
JANUARY 31,1950

Amocunt
$185,340.
23,375,

15,230.
$221,945.

9,750.

15, 000,

57,964,

8,881,

58,988,

7, 718.

4,588,

$162,989.

$ 43£753.(x)
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INVESTMENTS IN SECURITIES
JANUARY 31, 1950

NO., OF .
SHARES DESCRIPTION OF SECURITIES

OTHER SECURITIES.PREFERRED STOCKS

Utilitles
0,000 Market Street Rallway Company
Cumulative Prior Preferred 6%

Industrials
utocar Company: ‘
609 Cummalative Convertible Preferred
Series A - ’
100 Cumulative Convertible Preferred
Serlies C -
291 002;?rt1b1e freferred Series B

1,200 Avco Manufacturing Corporation
$2,25 Cumulative Convertible
Preferred

300 Cluett Peabody & Co. 4% Cumulative
Convertible Z2nd Preferred

800 Gar Wood Industries, Inc. 43%
Cumulative Convertible Preferred

500 General Cable Corp. 4% Cumulative
Convertible 2nd Preferred

100 Mansfield Tire & Rubber Company
$1,20 Cumulative Convertible
Preferred

500 Murray Corporatlon of America
4% Cumulative Preferred

700 Willys-Overland Motors Incorporated
$4.50 Cumulative Convertible
Preferred Serles A

OTHER SECURITZIES - COMMON STOCKS

Rallroads )

4,000 Montgomery & Erie Rallway Company
34%* (Guaranteed by Erie
Railroad Company)

13,500 Northern Pacific Railway Company

200 Vicksburg, Shreveport & Pacific

Rallway Company 5% (Guaranteed
by Illinois Central Railrocad

Company )

BTERN, PORTER, KINGETON & COLEMAN

QUOTED
MARKET VALUE AT
JANUARY 3, 1950

Amount

$190,000.

10,500.

51,150,
23,850,
20,600,
14,000.

1,800,

18,313,

36,050.
$176,263,

29,000,
254,813,

19,875,

$303,488,




INVESTMENTS IN SECURITIES
JANUARY 31, 1850

NO. OF
SHARES DESCRIPTION OF SECURNTIES

OTHER SECURITIES - COMMON STOCKS (Continued)

Ptilities
,653 Boston Elevated Rallway Company
3,000 Federal Water & Gas Corporation
(stubs)
300 International Ocean Telegraph
Company
1,230 Monongahela Street Rallway Company
100 Pittsburgh & Birmingham Traction Co,

106 Pittsburgh Incline Plane Company®
1,000 Portland General Electric Company
155 Suburban Rapid Transit Bireet
Railway Compan
400 United Public Utglities Corporation

Banks
5,000 Continental Bank & Trust Company

Insurance Companies
800 American 3Surety Company

800 Employers Group Associates
700 Standard Accident Insurance Company
725 Universal Insurance Company

Industrials

: 4,600 A. D. F. Company

: 500 A. T. F. Incorporated

& 500 Allled Kid Company

: 3,550 American Arch Company Delaware g
3,550 Amerlcan Arch Company, Inc,New York

5,000 American Hawaiian Steamshlp
Company
500 American Laundry Machinery Co.
23,763 Atlantic Gulf & West Indies
Steamship I4ynes®

1,200 Baldwin Locomotive Works
200 Bates Manufacturing Company
3 12,600 Brewster Aeronautical Corporation
i 4,000 Buda Company
‘ 1,500 Bumte Brothers

100 Burd Plston Rlng Company
500 Colts Manufacturing Co.
5,000 Consolidated Liquidating
Corporation
557 Cramp Shipbuilding Company
1,000 Crowley Milner & Company

Forward

STERN, PORTER, KIHGEYON & COLEMAN

QUOTED

MARKET VALUE AT
JANUARY 31,1950

Amount

$ 82,675,
22,128,

23,250,
55,965,
4,750,

17,384.
24,875.

6,889,
600.

$238,483,
$ 33,750.

48,400,
29,200,
26, 863,
19,394.

$123!857.

6,325.
6,875.
10,063.

74,106,

207,500,
10,188,

1,636,677.

14,550,
s, 925.
1,008,

45,000.

14,438,

800,
21,750.

23,750,
13,925,
6,500,

$2,099,380.




INVESTMENTS IN SECURITIES
JANUARY 31, 1950

NO, OF
SHARES

DESCRIPTION OF SECURITIES

OTHER SECURITIES .. COMMON STOCKS (Continued)

Industrials (continued)

1,500

Forward
Rice Stix Inc,

%21.6/10 Shuron Optical Company,Inc.

3,000
800
250

4,595
1,000
1,100

tewart-Warner Corporation
Todd Shipyards Corporation
Tysr HRubber Company

Utica Knitting Company®
white Motor Company
R. C.Williams & Company, Inc.

QUOTED
MARKET VALUE AT
JANY/

ARY 31,1950
Amounf

43,287,900,

37,875,
9,648,
43,500,
24,450.
5,500,

178,056,
16,250,
7,425.

$3,610,604.

*Represents investment in 2 non-controlled affiliate,

as defined in Investment Company Act of 1940,
under which an issuer 1s an affiliaste
owns 5% or more of its outastanding voting

(x) Evaluation by management .

ATERMN, PORTER, KINGSTON & COLEMAR
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§ GRAHAM-REWMAN CORPORATION
| NEW YORK
SECURTITIES SHORT
JANUARY 31, 1950

HO. OF DESCRIPTION COVER VALUE
SHARES OF SECURITIES JARUARY 31,1950
Amount

PREFERRED STOCKS-RAILROADS

500 New York, New Haven &
Hartford R.R. Co.
5% Series A $ 15,875,

HOIDING COMPANIES-PREFERRED STOCKS

3,200 American & Forelgn
Power Co. 2nd Preferred
Series A ($7.) Cumula-

tive 56,800,
, COMMON STOCKS - INDUSTRIALS
2,800 Avco Manufacturing
‘. Corporation 18,600,
; 2,000 Gar Wood Industries, Inc. 9,750,
400-70/100 Utah Fuel Co, 4,393

When Iasued

$106,418.
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GRAHAM-NEWMAN CORPORATION
122 EAST 42ZND STREET
NEW YORK 17. N. Y

NOTTCE OF SPECIAL MEETING OF STOCKHOLDERS
to be held August 20th, 1956

To the Stockholders of

GRAHAM-NEWMAN CORFORATION:

NOTTCE TS HEREBY GIVEN that a special meeting of the stockholders of
Graham-Newman Corporation will be held at the office of the Corpom tion, at
122 East L 2nd Street, New York, N. Y., on Monday, August 20th, 1956 at
10:30 A.M. to take action on a propositlon to liquidate and dissolve the
Corporation.

The stock transfer books of the Corporation will not be closed, but in
lieu thereof, the Board of Directors has fixed the close of business on
July 30th, 1956 as the record date for the determination of stockholders
entlitled to notice and to vote at the meeting.

Tach stockholder who does not expect to attend in person is requested
promptly to date, fill in, sign and return the enclosed Form of Proxy.

By Order of the Board of Dirsctors

Douglass Newman
Secretary
New York, N. Y.
July 30th, 1956,

STOCKHOID ERS ARE URGED TO FTLL IN, SIGN, DATE AND RETURN PROMPTLY THE ENCLOSED
PROXY IN THE STAMPED, SELF-ADDRESSED ENVELOPE.

o G NAD WD A TR W R W A VO N e B LA AR @m0 A

PROXY STATEMENT
SPECTAL MEETING OF STOCKHOLDERS OF
GRAHAM-NEWMAN CORPORATION

This statement is furnished to stockholders of Graham~Newman Corporation
in connection with the solicitation by the management of the Comovany of
proxies for use at a Speclal Meeting of Stockholders to be held on August 20th,
1956, and at all adjournments of such meeting, for the purpose set forth in
the accompanying Notice of Specilal Meeting of Stockholders.,



As of June 30th the Company had 5,000 shares of capital stock outstand-
ing. Up to July 20th, 82 shares had been tendered and paid for leaving
1,918 shares of capltal stock outstanding. Each of such shares (less any
nedeemed up to the record date which has been set at the close of business
July 30th, 1956) is entitled to one vote.

If the enclosed Form of Proxy ls executed and returned, it may, neverthe-
less, be revoked at any tlme In so far as 1t has not been exerclsed,

The Board of Directors has deemed it advisable to recommend the liquida-
tion and dissolution of the corporation and has voted that a Speclal Meetlng
of Stockholders be convened for the purpose of voting upon such liquidation
and dissolution. Their recommendation was prompted by the facts that Mr.
Sraham, who now lives in California, and Mr, Jerome A, Newman, the founders
of the Corporation, do not choose to continue the management of a publicly
owned investment company and Mr, Howard A. Newman, who 1s President of the
Philadelphia and Reading Corporation, finds 1t impossible to direct the
management of this Company as woll as carry on his dubles as Presldent of

the Philadelphia and Readlng Corporation,.

Management belleves it in the interest of all stockholders to permlt
orderly llquidation of its securities and pro-rata distributions as fast as
possible, to each stockholder., If liguldatlon 1ls voted, then promptly
thereafter there will be distributed to stockholders in excess of 50% of
the net asset value of the stock, inecluding at the stockholders' election,
which will be requested later, elther Philadelphia and Reading stock or the
cash equivalent thereof as outlined further along in this communication.

Tt 1s anticipated that the ligquidatlion of the Corporation's assets will be
completed in not more than one year from the date such liquidation 1s voted,
We anticlpate that additional aubstantial payments may be made within gix
months. As of July 13th, 1956, the approximate net asset value was $915.72
per share aflter reserves for liquidating expense of $10 per share. Appended
hereto 1ls the pertinent financial data of the corporatlon.

The Corporation's prospectus issued July llth, 1948, provides

"po the extent at the time permitted by law, the corporation may
redeem or purchase from 1its stoekholders, shares of 1ts own
stock for not exceeding their proportionate interests in the
properties of the corporation, or for not exceeding the cash
equivalent of such proportionate interests, no value shall be
ascribed to good will but indicated and unreallzed proflts
and losses and accrued liabilitles shall be taken into account,
Any stockholder shall be entltled to redemptlon of his stock for
its proportionate interest in the corporation's propertles, or
the cash ligquidating equivalent thereof, such redemption or pay-
ment to be made not more than seven days after tender of such
stock to the corporation.”

The prospectus also provides under "Redemption Rights" - ~ a flat charge
of $1.50 per share 1s deducted from the net asset value to cover approximate
brokerage commisslions and transfer taxes incurred in the sale of the port-
£olio. Since there was an exchange of 1 share for 10 in April 1950, thils
charge becomes #$15 per share. This Right of Redemption and "the Redemptlon
charge of $15 per share" will continue right up to final liquidation, Howeve
the stockholder who does not tender his stock for redemption but retalns it
until final liquidation will not have any such charge made against his pro-
rata interest in the Corporation assets.

-2 =



The portfollo contained soms slow moving securitlies., These have hoen
turned over bo the Manufacturers Trust Company and Jerome A, Newmin as com
trustees solely for the purpose of liguidation; thess securitles had an
approximate market value of $795,000 on June 29th, 1956, To the extent
tenders of Graham-Newman shares are made for redemption, assignments of the
Corporation's interest in the trustied securities will be made In the ratilo
of 1/5000 interest thereln for each share of (Graham-Newman stock tendered.

Tt 1s antlclipated that the Trustees of the Liguidation Trust will make distri-
butlons of cash at the earllest moments after a reasonable amount of
gecurities has been liquidated,

The Corporation has one substantial holding that permits dlstribution
"in kind", A stockholder, at his optlon, may receive either 10 shares of
Philadelphia and Reading Corporation for each share of Graham-Newman or the
market price egquivalent in cash, (where cash is preferred, stock may be
sold on the New York Stock Exchange or at the market price to Mesars, Graham &
Newman and Agsoclates or others) as a partial distribution of his pro-rata
interest-in the entire portfollo. Attention 1s directed to the fact that
electing to receive such stock in lieu of cash is the same as purchasing 1t
at the market. A stockholder who tenders and does not elect to have such
stock, will in effect be selling his share of Philadelphia and Reading atock
at the market. No recommendation 1s made as to the advisability of electing
to take the Philadelphia and Readlng stock in lleu of cash.

The Management knows of no other matters which are to be brought before
the meeting. However, 1f any other matters not now known or determined
properly come before the meeting, it 1s the intentlon of the persons named
in the enclosed Form of Proxy to vote such proxy 1ln accordance with their

judgment on such matters.

A1l proxies received will be voted in accordance with the instructions
and specificatlons contained therein.

The cost of preparing, assembling and malling material in conmection
with this solicitation of proxles will be borne by the Corporation and will

not exceed $500,

On the proposition to be acted upon, the Stock Corporation Law requires
a vote, cast in person or by proxy, of the holders of record of two-thirds
of the outstanding shares of the Corporation entitled to vote thereon, It is

important that your vote be cacst.
If you cannot attend the meeting please fill in, execute and return

the enclosed proxy in the stamped envelope provided. Your cooperation in
glving this matter your 1mmediate attention will be appreclated.

By Order of the Board of Directors.

Douglass Newman
Secretary

New York, N. Y.
July 30th, 1956



GRAHAM-NEWMAN
NEW

PALANCE
JANUARY 31,

(on basis of guoted

of securitles

CASH
DIVIDENDS RECEIVABLE $ 1,962.50
INTEREST RECEIVABLE 2,784,195

ACCOUNTS RECEIVABLE

For securities sold Norne
Brokers 571,854.36
Other 3,632,87

INVESTMENTS IN SECURITIES OF
UNAFFILIATED ISSUERS (Note A)
United States Treasury Bills
due March 8-April 5,1956~ -
at cost 745,298, 00

Securities of other investment
companies None
Other securlitles 5,128,177.00
(cost $4,488,996.99)
INVEST IN _AFF -~ NOT CONTROL
FURNITURE AND FIXTURES -11,631.25
Provision for depreclation 5,939,33

$ 213,220.88

4,746,865

575,487.23

5,873,475.00

None

5,691.92

$6,672,621.68

The comments contained in the accompanying Notes to

Financial Statements are an integral part of

this

statement and should be read in conjunction therewlth,
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CORPORATION
YORK

SHEET

1956

market values
at that date)

LIABILITIES AND CAPITAL

FINAL DIVIDEND FOR FISCAL YEAR ENDED JANUARY 31,1956 $ 950,850.00
(declared February 16,1956 payable March 12,1956)
SECURITIES SHORT AT COVER VALUE 515,871.00

(net proceeds of sales $493,724.08)
ACCOUNTS PAYABLE AND ACCRUALS

For securities purchased $ 47,475.00
officers! compensation payable:
payable currently 169,907.80
payable in annual installments (1957-1960)  396,321.96
Other 15,538.04 629,242.80
Potal Idiabillitles 2,0985,763.80

PROVISION FOR ADDITIONAL CONTINGENT COMPENSATION
OF OFFICERS {(on increase in unrealized appre-
ciation of investments subsequent to
January 31, 1848) (Notes A and B) 118,794.90

NET ASSETS APPLICABLE TO OUTSTANDING CAPITAL SHARES 4,458,062.98
{equivalent to $891.61 per share )

Represented by:
Capital shares-authorized, 1ssued and out-
standing-5,000 shares of no par value

atated value $500.00 per share 2,500,000.00
Capital Surplus 1,459,624.79
Accumulated net realized gailn

on investments 881,273.83
Unrealized appreciation of investments 498,438,19

(after deducting provision for re-
lated additional contingent compen-
sation of officers) (Note A)

Total Capital 5,339,336.61
Balance of Undistributed Income (881,273,83)
Total, as above 45458!062.98
$6,672,621.68
NOTES
Capital Stock issued or repurchased during year $ None

Dividend distributions from date of organization
(February 8, 1936)
paid out of Caplital Surplus 1,572,896.62
ineluding distribution of Government
Bsployees Insurance Co. stock=-
July 6,1948-cost $736,190,95

from Realized Gains on Investments $9,299,236,03



GRAHAM-NEWMAN CORPORATION

NEW YORK

PROFIT AND LOSS STATEMENTS

A -

Balancg, before provision for
provision for Federal texes on lncome (Note C)

Net Lossg

g o ,

Cash dividends

(net of dividends pald on short securities

at June 3¢, 1956 $22,187.18;
3 June 30, 1955 § 3,210.00)

Interest on investments
Other income

ot 1 =

8

Officera' compensation (Note B):
Benjamin Graham
Jerome A. Newman
Howard A. Newman
gther

Other:
Office sslaries
Executive committee fees
Directors' fees
Rent and light
Tajephone and htelegrapb

Paxes (other than Federal taxes on income )

Legal and accounting

Custodian fees

General expense

Contributions

peprecilation of furniture and fixtures

Total Expenses

B - NET REALIZED GAIN QN INVESTMENTS

(see following page)

¥ o g

Federal taxes on income

PISCAL YEARS ENDED JANUARY 3lst,

1, 9 5 8

4 81,968,352

15,534,58
110,94

96,8679.23
106,678.23
50,446,000

21,512.17
10,000.00

350.00
6,104, 92
1,452.87

10,970.97
10,231.00
2,544, 40
5,002.87

1,542,354

after deducting provision for reiated additional contingent

compensation of ofTicers)
(see following page)

The comments containe
are an integral part o

therewlih.

S I

$131,080.19

19,257.89
Q

$ 97,613.84 $ 150,498,08

170,617.41
170,617.41
18,000,00
11,766.67

12,344 .17
10,000.00

200.00
5,528.15
1,569.09

14,045.47
7,368,176
2,480.68
8,136,96

1,702,861

423 ,516,00 436,377,380
(725,902.16) (285,879.30)
NO]}Q one

$_(283,878.30)

$1,648,818,55

$_(225,902.16)

$1,181,118,98
JE————

S ]

4 (449,985.53) ¢ (436,072.00)

L i

d in the accompanying Notes to Financlal Statements
£ these statements and should pe read in conjunction

b

1.8 .5 4

$180,366.54

7,040.22

$ 167,406.78

86,951.83
86,951.53

50,856,867

261,197,315

{ 95,790.39)
ﬂong

${,93,790.59)

$ 788,402,635

T

$(616,165.89)



FROFIT AND LOSS STATEMENTS

PISCAL YEARS ENDED JANUARY let.
1.9, .8 .8 1.8 .55 1.8 4
B - STATEMENTS OF REALIZED GAIN OR LOSS ON INVES
O SALESOF

Proceeds of Proceeds of Proceeds of
sale Gost Gain sale Cong Gain sale cost Gain
gecurities of arffilistes $545,584.20 H - $ 545,584.20% 4 946,394.00 % 29,000.00 $ 917,594 ,00% $1,214,491.38 $1,146,480.00 & 68,011.35¢

§.5.Government obligations - w -
Securities of other invest-

ment companles - - - 109,098.28 100,218.87 8,878.38 - - -
Other securitles 3,087,470.49 2,421 ,9854,71 835,535,718 2,768,085,82 2,046,859,45 722,546,186 1.5%6,874,87 §15,48%,59 721,351,28
Total $3,603,004,69 $2,421,934.71 1,181,119.98 $3,824,577,81 $2,175,759,.32 1,648,818.55 $§,~.~&Z§l,!368'22 $l‘9511963,59 789,402 .63
provislon for Pederal taxes on income {Note C) Kone Bene None
Net Reallzed Gain on Investments $1,181,119.98 $1,648,818.55 $789,402 .63

*pepresented primarily by gain on llquidation of Atlantic Gulf and West Indies Steamship Lines.

cost of securitles acquired during year:
N

Securities of affillatea one None None
.S, Government obligatione 745,298,00 1,246,681.00 747,056,256
Securities of other investment
companies None None None
Other securities 3,086,8587,08 2,534,626, 786 808,974,09
Total $3,801,858.06 $3,761,307.78 $),556,030,34

Cost of securities sold has been determined
upon the "first in-first out" basis. It is
not practicable to determlne gaing or losses
on the average cost basis.

Unrealized appreciation at begimning of year $1,179,715.00 $1,787,305.00 $2,567,512 .35
do at ¢lose of year 811.233.,08 ekl 8. 738,00 1,787,308,00
pecrease in unrealized appresiation (562,481,91) {807,590,00} (770,207.35)
Deduct-Reduction in provision ror related addi-
tional contingent compensation of officersilote B 496,38 Ll123.518.90) (154,041.48)
Balance-Decrease 1o unrealized appreciation
applicable to outstanding capital shares $§449!985.1§§g) $ &_86,072.GQ) (818 165.89)

The comments contained in the accompanylng Notes to Financial Statements
are an integral part of these statemente and should be read in conjunctlon
therewith.

.



GRABAM-NEWMAN CORPORATION
NEW YORK
STATEMENTS OF CHANGES IN NET ASSETS

PISCAL YEARS ENDED JANUARY 3iab.

! 3 S 8

Undiatributed net income tholuded therein (Deftelt) ${655,371.47
{excess of accumulated distributions over

acoumulated net income)

T

Yet Loss {per Exhibit III)
Distributions paid {(or payable)

palance of income undistridvuted (10s8)

Net reaiized galn on {nvestments (per Exhiblt 117} 1,181,1198.98
nistributions paid (or payablie)

nalance of realized galn on investments for the yesr

(225, 902.16)

§5,091,180.89,

(225, 902,16)

$55,817 . 88%

225,902.18

(562,481.91)

per Exhibit III
Lesg-Reduction in provision for related contingent

compensation of offlcers (Hote B (112,496,38)
Balance-Decrgase in unrealized appreciation
applicable to outstanding capital shares (449, 985.53)
SEQURITIRS ISSURR Xone
SEQURITLES. BEPURCHASED None
DISTRIBUTIONS. OF CARITAL _{183.132,28)*
$4,458,062,98
Undistributed net income included therein (Defieit) $(881,273.63) "
{excess of accumulated distributions over
accumulated net income) ) N
*Distributions patd {or payable) Per
share X
July 1,1855 $12.50 62,%00,00
Sept. 1,195% 12,50 62,500.00
Dec, 1,1955 12.50 62, 500,00
March 12,1956 190,17 8!
Total $227,67 $1,138,350.00
of which-charged to Farned Surplus:
out of lncome None
out of reslized galn on investment 955,217.82
do Capltal Surplus 183,132.18
(excess of distributions over
valance of Barned Surplus) e
Total, as above $1,138,350,00
Net Loss (not including capltal gains) { 45.18) (225, 902.16)
Realized gain on investments 238,22 1,181,118.88
pecrease..in Unrealized Appreciation applicable to
outstanding capital shares {90,090} 44 5,53}
Total $101.05 $_ 505,858.29

.

i g .8

5

$(571,492.17)
[

(285,879.30)
HODQ

1,648,818.55
15364,958,25%

(607,590.00}

(121.518.,00)

$(655,571.47}

P i

Per

Bhars
June 4,194 $ 12.50
Sept .24, * 12.50
Dec,22, " 12.50
Mar.10,19855 280,83

$327.73

45,850, 965,44

(285,87%.30)

283,879.30

{486,072.00)
None

None
(273,130, 75F

$S!0915180.6§

3 62,500.00

62,500.00
62,500,00
45 S

$1,638,650.00

(56.78)
329.76

f91.23)
$175,72

None
1,364,939.25
273,710.75

$15638 850,00

(28%,879.30)
1,648,818,55

_{488,072,00)
$ _878,867.25

5.4

$(277,701.78)
PO

{ 95,780+39)
—BOns ..

$6,541,517.09

(95,790.39)]
789,402.63
£695,612,24*
93,790.38
{770,207.35)
(154,041 ,48)
(616,165.89
None
None
A 74,387,798
$5,850, 953,44
${371,492.17)
e
Per
Jue 12,1563 $12.50 $ 62,500.00
Sept 10, 12.50 §2,500.00
Dec.18," 12,50 §2,500,00
Mar. 5,195 116.5Q 582 .5
$154.00 $770,000,00
Hone
695,612, 24
74,587,7€
S
$770,000,0¢
(18.76)  { 93,790,3¢
157.88 189,402,612
(123,23) 16186,165.85
$ 15.88 $_ 79,446, 3%




STATEMENTS OF CHANGES IN NET ASSELS

POR THE PISCAL YEARS ENDED
JANUARY 31,1954, JANUARY 33,1985 AND JANUARY 31,1956

TG‘;’;}A{E [T WD A Y N W ) NET
% N Reallzed Unreallized i 'ME
_ASSETS Capltal Capital Galns on  Appreciztionof ~AHCQIE.
. oy Shares Surulag Investments _Investments(3)
RBalances at January 51, 1953 46,805,667,09 $2,500,000,00 $2,097,580,52 3 4753,028,34 $2,050,661.61 $(277,701 78}
peduct-Plnal dividend for prior year{paid March 12,1853)__264.050,00 108,785 44 187,424, 55 ’ ’
6,641,517.0% 1,990,885.48 277,701.78
Net income for year (deficit) {93,790.39) ( 93,780.3¢)
Realized galns on investments 189,402 .,63 769,802, 63 poEEeEE
Decrease in uarealized appreciation of investments (3) (616,165.88) — {616,165,88)
6,620, 963,44 1,990,855.48 1,062,104.4) 1,434,495.72 2.1
piatributions pald (1) ' 770,000.00 T74.387.38(2) _ 8I5.G12.84 40072 (573,492.37)
Balances at January 33, 1954 5,850, 963.44 2,500,000.00 1,91€,467.72 311,492,117 1,434,495.72 {371,492.17)
‘ 31, 1955
Net income for year (deflelt {283,879.30) (283,879.30)
Reallzed geins on investments 1,648,818.55 1, 68,118.55 A

Decrease in unrealized appreciation of investments (3)

1486,072.00)

{486,072,00)

6,729%,830,69 £,020,:10.72 948,423%,72 {685,371.47}
pistrivutions paid (1) 1,638,650,00 273,710,75(2) 1,%64,13¢,25 ’ ’
Balances at January 351, 1955 5,081.,180,69 £,500,000.00 1,642,756,87 §55,171 .47 948,423,772 (655,%71,47)

WW
Net income for year (deflcit (225,902.18) (225, 902,18}
Reslized gains on investments 1,181,118,98 1,181,213.88 ' ’ :
Decreage in unrealized appreclation of investments (3) §449,985K53) {449,588 53)

5,596,412, 98 1,336,491.45 498,438.19 (881,272,
Distributions paid (1) 138,350, 00 183,132.318(2) 355.87,82

Balances at January 31, 1956

(1) The
Mapch 12,1953 $264,080; at March S,

(2) The distributions paid which are shown as

accounts for the fiascal years ended Janua.
ngistributions paid" the final dividends for the
$582,500; at March 10,19
naving been paid out of caplta

44,458,062, 98

$2,500,000, 00

$1,489,624 79

$_ 381,035,863

$_ 498,438,118

$ (881,273,863}

1954

over the balance of Earned Surplius -

ry 31, 1954 and January 3
year which wWere pa

1955 have been resftatedtc lnclude in

14 mubsequent to the close bhereof (at
55 $1,451,150).
1 surplua represent

she «cess of guch distributions

garned surplus at the close of the year ended Jan 31,1854 Jan, 31,1958 Jan, 31,1856
vefore deducting distributions paid belng prepreésented ag follows:
Accumulated balance of realized gains $1,067,104.41  $2,020310.72 $1,836,491.45
Accumulaved net income, excliusive of capital gains (defieit) {371,492,17) (655.371,.4) {881,275,83)
Total - Earned Surplus 695,612.24 1,364 9338.8 955,217.82
Distributions paid 17 O 1,838,850,  15138,350,00
Bxcess of plstributlons peld over Earned Surplus balance $ 74,387,786 §__B73710.3 $ 183,132,18

The amounts shown 88 uUnrealized Appreciation of Investments {(and the
decreasea therein) represent the net amounts epplicable to outstanding
capital shares, after deducting the related additional contingent compensation
of officers {and the decreases therelin).

(3}



GRAHAM-NEWMAN CORPORATION
EXHIBIT V
NEW YORK
STATEMENT OF SOURCES OF NET ASSETS

JANUARY 31, 1956

CAPITAL
Excess of amounts received from sale of
capital shares over amounts pald out
in redeeming or reacqulring shares $5,532,521.41

Number of shares authorized
and outstanding - 5,000 shares

Sstated value thereof-$500.00
per share $5,000,000

Aggregate distributlons from net
proceeds from sale of capital shares 1,572,896,62
(ineluding distribution of Govern-
ment Employeeg Insurance Co.stock

July 6,1948 at cost $736,190.95)

Balance of Capital paid in on shares $3,959,624.79

ACCUMULATED NET REALIZED GAIN ON
INVESTMENTS 10,180,509.66

Accumulated distrlbutlions of reallzed
gain on investments 9,299,236,03 881,273.63

UNREALIZED APPRECIATION OF ASSETS 617,233.09
iess provision for related additional
contingent compensation of officers 118,794,990 498,438,119

TOTAL 5,339,336.61
BALANCE OF UNDISTRIBUTED NET INCOME (DEFICIT) (881,273.63)

(excess of accumulated distributions
over net income)

NET_ASSETS APPLICABLE TO OUTSTANDING SHARES $4,458,062,98




GRAHAM-~-NEWMAN CORPORATION
EXHIBIT VI
NEW YORK
NOTES T0O FINANCIAL STATEMENTS

JANUARY 31, 1956

NOTE A - VALUATION OF INVESTMENTS-

UNREALIZED APPRECIATION OF INVESTMENTS

Investments have been evaluated at their quoted market
values as at January 31, 1956 except that an investment 1n
respect of which the company has a put option, exerclsble
during a period of one year commencing one year aubsequent to
the date of each purchase, has been valued on the baslis pro-
vided for in the put option - at $495,236, These valuations
are not, however, intended as representatlons of the amounts
which may be actually reallizable upon sale of the securitles.

The unrealized appreciation of investments as at
January 31, 1956 is represented as follows:

Unrealized
Apprecliation
Value at at
__Cost Jan., 31,1956 Jan.31,1956

Investments in securilties of
wnaffilliated lssuers:
United States Treasury
bills $ 745,298.00 $ 745,298.00 $ -
Securities of other
investment companies

Other securltles 4,488,996.99 5,128,177.00 639,180.01
Investments in affiliates None
(not controlled)
Total 5,234,294.99 5,873,475.00 639,180.01
Securities short (a) (493,724,08) (515,671.00) (21,946,92)

Net securities position $4,740,570.91 $5,357,804.00 617,233.09

Deduct-Provision for related additional contingent
compensation of officers on the increase
in unresalized appreciation subsequent to
January 31, 1948 118,794,390

Net unrealized appreciation of investments, after
providing for related additional contingent

compensation of officers $496,438.19

(a) Securities short are stated at proceeds of sale,
market value at January 31, 1956 and lndicated
gain or loss on the basis of such market value.

-1l



NOTES TO FINANCIAL STATEMENTS
EXHIBIT VI
JANUARY 31, 1956 (Continued)

NOTE B - COMPENSATION OF OFFICERS

The Chairman of the Board recelves a salary of $15,000

per annum and the President and the Treasurer each recelve a
salary of $25,000 per anmun. (For the fiscal year ended Jan-
uary 31, 1955 the salariles paid were $25,000, $25,000 and $18,000;
and for the prior fiscal year - ended January 31, 1954, salaries
were pald to Benjamin Graham as President and to Jerome A.Newman
as Vice-Presldent and Treasurer of $25,000 to each. ) In addition
thereto, additional compensation is payable to them as a group
of 20% of the excess of the realized net income 1n each year as
determined at the close thereof {(less the net unreallzed depre-
ciation, i1f any, in the value of the investwments at the year end
which had accrued subsequent to January 31, 1948 ) over an amount
equivalent to $40,00 per share per annum ($10.00 per share per
quarter) on the outstanding capital stock. The total amount of
such additional compensation subsequent to January 31, 1948 1s,
however, limited to 25% of the excess of the dividends pald dur-
ing this perlod over the amount egquivalent to $40.00 per share
per annum on the presently cutstanding capital stock {or the

- equivalent on the old stock outstanding prior to recapitaliza-
tion in 1950). For the purpose of computing this limitation,
the final dividend for any ?iscal year, although declared and
payable subsequent to the close of the year (but which under the
provisions of the Internal Revenue Code may be included for tax
purposes in the amount of dividends pald during the prior vear )
is consldered as includible in the amount of dividends pald dur-
ing such prior year. The additional compensation 1s payable in
five equal annual installments within sixty days of the close of
the respective fiscal years, but payment of the deferred install-
ments may be accelerated at the discretion of the directors. In
the event of the death of any officer who 18 entitled to addi-
tional compensation, or upon the termination of his tenure of
office, the additional compensation due him is to be determined
upon the basls of the value of investments (including unrealized
appreciation or depreciation) as at the date of such event.

NOTE C - TAX STATUS

The corporation has elected to be taxed ag a "regulated
investment company"-under the Internal Revenue Code, and as such
will be ilable to Federal taxes on income on such amount only as
is prepresented by its undistributed net long term capital galns
(less its short term capltal losses, 1f any and 1ts undistri-
buted net income from other sources. The corporation has in the
past, and intends in the future, to distribute as dividends each
year, or within the time 1limit provided by the terms of the
Internal Revenue Code, an amount which will absorb the total net
income in each of the above categories which 1s reportable for
Federal income taXx purposes, and in this event will not pe lliable
for Federal taxes on lncome. No provision has therefore been
made for such taxes elther in respect of the realized net income
for the current year or in respect of the unrealized appreciation
at the close thereofl.

By reason of the fact that deduction 1s taken on the cor-
porationts tax return in respect of officers’ compensgation for
such amount only as 1s currently payable {including installments
of compensation earned in prior years which become currently
payable - see Note B), the net income reported for tax purposes
is greater than the net lncome shown by the statements herein.

~12-



NOTES TO FINANCIAL STATEMENTS
EYHIBIT VI

JANUARY 31, 1956 (Continued)

NOTE D -~ FINAT, DIVIDEND FOR THE YEAR

The “final dividend"” of a regulated investment couwpany
for any year may, under the provisions of the Internal Revenue
Code, be included for tax purposes in the amount of dividends
paid during the prior year, even though declared and pald sub-
sequent to the close thereof, The company has adopted the
policy of including the final dividend for the year in its ac-
counts for the year to which it relates. This change in ac-
counting procedure became effective for the fiscal year ended
January 31, 1955. The accounts for the fiscal years ended
January 31, 1954 and January 31, 1955 have been re-stated to
give effect to this change.



GRAHAM-NEWMAN CORPORATION

INVESTMENTS IN SECURITIES

NEW YORK

JANUARY 31, 1956

HOLDING COMPANIES
Preferred Stocks
Common Stocks

QTHER_SECURITIES

Bonds
Rallroads
Utilities
Industrial

preferred Stocks

Railroad
ytilities
Industrial

Common Stocks
Rallroads
ytilities
Industrial

TOTAL

SUMMARY

“=

MARKET VALUE
AT JAN,31,1996

13,500
869,159

1,141,489
20,250
160,660

65,000
6,600
552,699

620,390
298,616
1,379,814

e — g

$§,128,177



GRAHAM~NEWMAN CORPORATION
NEW YORK

INVESTMERTS IN SECURITIES
JANUARY 31, 1956

No.of shares
or

Face amount

HO 9]

Preferred Stocks
100 Alleghany Corp. $4.00 Convertible

Prior Preferred

Common_Stocks
3,405 Engineers Publle Service
Company (stubs)
50,000 Philadelphia & Reading Corp.

OTHER SECURITIES-BONDS

Rgilrogds
185 M. International Great Northern Rallroad
Company Adjustment Mortgage
Serles A 6% 1952
%1% M. Missourl Pacific Rallroad
5-1/2% Series A 5/1/1949
31 M. Missourl Pacific Raillroad
5-1/4% Secured Serlal 12/1/1956
2,039 M. New York, New Haven & Hartford
Rallroad Co. Certificates of
Beneflcial Interest
25 M. New Orleans, Texas & Mexlco-
5-1/2% Series A-1954

Utilitlies
25 M. Brazilian Traction Light & Power Co.

Ltd. Series E Convertible
Collateral Trust 4-1/2% 9/1/1871

Xndugtrial
100 M. Dow Chemical Co. 3% Convertible
Subordinated Debentures 7/1/1982
37 M. Standard Coil Products, Inc,5%
Convertible Subordinated
Debentures 12/1/1967

MARKET VALUE
JAN, 31,1956

$ 13,500

409
868,750

$8695159

196,770%
374,084%
50,212%

495,236 (x)

25,187

$15141!489

$ 20,250

126,250

54,410

$1605660

*Evaluated on basis of realizable value of sales contracts
of when issued securities recelvable in proposed re-

organization,

(x) Evaluated upon the basis of a put option (see Note A).

~15-



INVESTMENTS IN SECURITIES
JANUARY 31, 1956

Number
of
Shares
OTHER SECURITIES-PREFERRED STOCKS
Railrcad
500 Norwich & Worcester Rallroad
Co. Preferred
ptilities
2,000 Central States Electric Corperation
77 preferred {stubs)
Industrial
1,000 American Airlines 3-1/2%
Convertible Preferred
1,000 American Cyanamid 3-3/4% Convert-
ihle Preferred-Series C
500 Fedders Quigan Corporation S%
Convertible Preferred-Series A
100 Fedders Quigan Corporatlion 5-1/2%
Convertible Preferred
500 Hamllton Watch Co. 4%
Convertible Preferred
200 McCord Corporation $2.50
Convertible Preferred
430 McCrory Stores Corp. 3-1/2%
Convertible Preferred
600 National Container Corp. $1.25
Convertible Preferred
500 0Olin Mathieson Chemical Corporatlion
4-1/4% Convertible Preferred-1951
460 Pfizer & Co.,Inc. (Chas.)-
4% Convertible Preferred
201 Rockwood & Co. 5% preferred-Class A
500 Thermoid Company $2.50 Convertible
preferred
1,100 Twin Coach Co. $1.50 Convertible
Preferred

OTHER SECURITIES-COMMON STOCKS

Rallroads

500
400

200
19,000
200

60

240
1,500

Cleveland & Pittsburgh Railroad Co.:
23.50 Regular Guaranteed
2.00 Special Guaranteed Betterment

Erie & Pittsburgh Rallroad Co.
Tllinois Terminal Railroad Co.
Mahoning Coal Railroad Co.
Providence & Worcester Railrcad Co.
Vermont & Massachusetts Raillroad co.
Western Pacific Ralilroad Company

“1bm

MARKET VALUE
JAN,31, 1956

$_65,

65,000

$ 6,600

113,500
130,500
25,625
4,750

3

44 ,37¢

%1

9,200
34,400
21,150
57,500

47,380
16,582

22,437

5,300

22,204

$552,699

38,125
18,000

14,275
299,250
117,750

9,630

27,360

96,000

$620,390



INVESTMENTS IN SECURITIES
JANUARY 31, 1956

Number
of

shares

OTHER SECURITIES-COMMON STOCKS {Continued)
ytilities

1,000

American Telephone &
Telegraph Co.

2-64/154 Brooklyn & Richmond Ferry Co.

500
320

Gold & Stock Telegraph Company
Tnternational Ocean Telegrapb
Company

Industrials

400
900
400
400

2,300

1,100
1,500
1,300
4,100
5,000

5,000
700
1,300
700
1,000

500
770
1,600
1,400
500

2,500
900
234

1,000

1,800

700
1,200

25
500
100

Allied Kid Company
Arkansas Fuel 011 Corp.
Brockway Motor Co.

Butler Bros.

Chamberlin Co. of America

Cleveland Worsted Mills Company

conn (C.G.) Ltd.

C.W.C. Liquidating Corp.

Clinton Foods, Inc.

Consolidated Liquidating Corporatlon

Continental Foundry & Machine Co.
Crompton & Knowles Loom Works
Davenport Hoslery Mllls, Inc.
Diamond T Motor Car Co.
Dictograph Products Co., Inc.

Fowler Hoslery Co.

General Realty & Utilitles Corp.
Grelf Bros. Cooperage Class A
Gruen Watch Company

Hart, Schaffner & Marx

Hercules Motors Corporation
Houston €1l Co. of Texas
Tndustrial Enterprises, Inc.
International Packers, Ltd.
Kalamazoo Stove & Purnaee Co.

Kirby Petroleum Trust #1 Certificates
of Beneficial Interest

Kirby Petroleum Trust #2 Certificates
of Beneficial Interest

Laundry & Cleaners Supply Corp.

Francis H. Leggett & Co.

Marshall-Wells Company

Rorward

~17-

MARKET VALUE
JAN,31, 1956

$184,375
441
77,000

~26,800
$298,6186

9,550
29,588
11,700
11,800
14,088

160, 600
12,188
7,312
183,475
2,500

40,000
13,912
21,450
13,475

7,125

3,375
11,550
50, 600
21,000
15,250

44,062
141,750

$898,636



INVESTMENTS IN SECURITIES

JANUARY 31, 1956

Number
of

Shares

OTHER SECURITIES-COMMON STOCKS {Continued)
Industrials (Continued)

1,900
2,000
1,000

1,600
3,000

5,329
400
1,500
500
100

220
100
1,000
325
B45

1,000
1,350
500

{(Forward)

Mohawk Rubber Co.

Mocore Handley Hardware Co.,Inc.

Natlonal Department Stores
Corporation :

National Presto Indusirles

EF.R.¥. Incorporated

Publicker Industries, Inc.
Reliable Steres Corporation
Rockwood & Co.

Sargent & Co.

Schenley Industries, Inc.

Shuron Optical Company, Inc.
Singer Manufacturing Co.
Splegel, Inc.

J. H. Thorpe, Inc.

Timely Clothes, Inc.

Todd Shipyards Corporation
Tyer Rubber Company
Willys Overland Motors, Inc.{stubs)

~1E

MARKET VALUE
JAN, 31, 1958

$898, 636

32,300
15,500

22,875
17,400
61,875

50, 625
6,000
120,000
9,750
2,000

7,975

4,012
15,750
15, 925
15,316
65,250
16,875

1,750

91,579,814



GRAHAM~-NEWMAN CORPORATION
NEW YORK
SECURITIES SHORT
JANUARY 31, 1956

Number
of COVER VALUE
Shares JAN, 21, 19586
1,600 Alleghany Corporation $ 13,400
4,800 American Alrlines . 111,600
2,000 American Cyanamld 131,500
2,142 Dow Chemical Co. 125,307
2,028 Fedders Quigan Corporation 22,815
1,020 National Contalner Corp. 20,655
1,050 0lin Mathieson Chemical Corp. 55,519

900 Pfizer & Co., Inc. (Chas.) 34,875

$515,671

~1Gw



STERN, PORTER, KINGSTON & LOLEMARN

CERTIFIED PUBLIC ACCOUNTANTS
1 W Homed Sl N York 56N Y
* OXFORD B-3660

ACCOUNTANTS! REPORT

To the Board of Directors and 8tockholders of
Graham-Newman Corporatlion:

We have examined the Balance Sheet of Graham-Newman Corpor-
ation as of January 31, 1956 and the related statements of Income
and Expense, Reaslized Gain or Loss on Investments, Unreallzed Appre-
ciation or Depreciation of investments, and Changes in Net Assets,
for the three fiscal years then ended. Ouwr examination was made in
accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other audlting
procedures as we considered necessary in the clrcumstances.

The company has adopted the policy of charging against surplus
and setting up as a llabllity at the close of the fiscal year the final
dividend for the year, which although declared and payable subsequent
to the close thereof, may, under the provislons of the Internal Revenue
Code appllcable to regulated investment companies, be included for tax
purposes in the amount of dividends paid during the prior year.

In our opinion, the accompanylng Balance Sheet and the related
statements herein covering the operations of the company for the flscal
years ended January 31, 19854, 1955 and 1956, together with the Notes
appended thereto and the related schedules herein, present falrly the
position of Graham-Newman Corporation as at January 31, 1956 and the
results of 1ts operations for the three flscal years then ended, in
conformity with generally accepted accounting principles applicable to

regulated investment companles, applied on a consistent basils.

STERN, PORTER, KINGSTON & /COLEMAN
Certified Public Accountants
New York, N. Y.

July 17, 1956.



GRAHAM-NEWMAN CORPORATION

122 EAST 42ND STREET
NEW YORK 17, N. Y.

NOTICE OF ANNUAL MEETING OF 3TOCKHOLDERS

FEHR KK FARH

To the Stockholders of Graham-Newman Corporation:

NOTICE IS HERERY GIVEN that the Annual Meeting of Stockholders
of Graham-Newman Corporation wlll be held at the office of the Corpora-
tion at 122 East L42nd Street, New York, N. Y., on Monday, April 9, 1956,
at 2:00 P.M., for the followling purposes:

(1) To elect six Directors to hold office until the
Annual Meeting of Stockholders next ensuing after
their election and until thelr successors shall
have been elected and shall have qualified.

(2) To consider and vote upon a proposal to ratify the
selection of Mesars. Stern, Porter, Kingston &
Coleman as auditors of the Corporation for the Cor-
poration's fiscal year ending January 31, 1957.

(3) To transact such other business as may properly
come before the meeting or any adjournment or ad-
Journments thereof,

There will be laid before the meeting the Annual Report of the
Corvoration, including financlal statements for the fiscal year ending
January 3lst, 1956, in the form in which 1t was mailed to the Stockholders
of the Corporation on February 24, 1956, Stockholders will not be called
upon to take any action in connection with the said Annual Report. The
minute book of the Corporation, containing the minutes of all meetings of
the Board of Directors since the last Annual Meeting of Stockholders,
will be available at the meeting for inspection.

The stock transfer books of the Corporation w11l not be closed,
but in lieu therecf, the Board of Directors has Tixed the close of busi-
ness on March 28, 1956, as the record date for the determination of
stockholders entitled to notice of, and to vote, at the meeting.

Fach stockholder who does not expect to gttend in person 1is re-
guested promptly to date, fill in, sign and return the enclosed Form of
Proxy. This Proxy is solicited on behalf of the Management of the Company.

By Order of the Board of Directors.,

WARREN E. BUFFETT
New York, N. Y. Secretary
Mareh 15, 1956,

PLEASE SIGN AND RETURN THE ENCLOSED PROXY PROMPTLY., A SELF-
ADDRESSED, STAMPED ENVELOPE IS ENCLOSED FOR YOUR CONVENIENCE,



PROXY STATEMENT

EHRFFRARFRF XXX HHREX

Annual Meeting of Stockholders
GRAHAM-NEWMAN CORPORATION

to be held April 9, 1956

*****%%%****%****

This statement is furnished in connection with a solicitation
by the management of Graham-Newman Corporation (herelnafter called
the "Corporation') of proxles to be used at the Annual Meeting of
Stockholders of the Corporation to be held at 2:00 P.M. on Monday,
April 9, 1956 at the of fice of the Corporation, 122 East 4end Street,

3o

in the Cilty of New York, N. Y., for the purpose set forth in the ac-
companying Notice of Annual Meeting of Stockholders.

An Annual Report of the Corporation vwas mailed to Stockholders
on February ok, 1956. This report included Financial statements for
the flscal year ended January 31, 1056, Such report is not to be in-
corporated in thils Proxy Statement by reference and is not to be
deemed to be a part of the proXy soliciting material,

At the close of business on March 15, 1956, there were 5, 000
shares of capital stock of the Corporatlon outstanding. ¥ach of guch
shares held of record on March 28, 1956 1s entitled to one vote.

If the enclosed Form of Proxy is executed and returned, 1t may,
nevertheless, be revoked at any time 1in S© far as it has not veen
exercised.

A. Election of Directors.

aix Directors are to b€ elected, each to hold office until the
annual meeting of Stockholders next ensuing after his election and
until hils successor shall have been elected and shall have gualified.
Tt is the 1intention of the persons named 1in the enclosed Form of
Proxy to nominate and vote such proxy for the election of the follow-
ing persons, all of whom are candidates for re-election:

Benjamin Graham Robert J, Marony William K., Jacobs, Jr .
Jerome A. Newman David L. Dodd Howard A. Newman

Tn the event of the tnability of any of such nominees to accept
nomination or electilon, it is the intention of the persons named in
the enclosed Form of FProxy to vote such proxy for the election of
such other person as Director as they may 1n their discretion deter-
mine.

The By-LlLaws provide that the Board of Directors shall consist
of six members and may be increased to not more than nine. The number

of directors now has been fixed at six.

- 0 -






B, Information about Nominees for BElectlon as Direciors,

Served
continu-
ously
as a

Principal Occupation Director
Names or Employment Since

Number of Shares
Graham-Newman
Corporation

Common Stock
Beneficlally

Owned Directly
and/or Indirectly

on February 16, 1956

Benjamin Graham Chairman of Board of
Directors, Graham-
Newman Corp. 1036

Jerome A, Newman President, A )
Graham-Newman Corp. 1936

Robert J. Marony Director, Chicago,
Milwaukee, St. Paul
& Pacific RR 1936

Wm,K.Jacobs, Jr., TFinancial Counsel 1040

David L., Dodd Professor of Finance,
Columbia University 1944

Howard A, Newman President, Phila. and
Reading Corp. and
Vice Presldent and
Treasurer, Graham-
Newran Corp, 1852

Mrs, Graham

)

}  Mrs. Newman
) Mrs. Marony
)

Mrs, Jacobs

owns 12 shares.
owns 159 shares.

owns 21 shares.

(1) B4

(2) 207

(3) 61

(%) None

(5) 41

1s a life tenant of a trust owning €0
shares in which Mr. Jacobs has a contingent bene-
ficial interest.

(5) Mrs., Dodd owns 56 shares.

Stryker & Brown,

not entirely owned for permanent Investment.

i investment securities-brokers own in excess ,
é of 10% of the oustanding stock, but we are advised this 1s i
| :
§

i

i
H



C. Remuneration and Other Transactions with Directors,
Nominees, Officers and Others

Capacilty Salarles Pension

in which for Retlre-

Remunera- Fiscal Year ment and
Name of tlon was ended Shares in Similar
Individual Received Jan. 31, 1956 Prafilts Payments
Benjamin Graham Chairman of $15,000., $ 81,679.23 (1) None

Board of Direc-
tors, Graham-
Newvman Corp.

Jerome A, Newman President, 425,000, $ 81,679.23 (1) None
Graham-Newman
Corp.

Howard A. Newman Vice-President $25,000., $ 25,446,00 (2) None

and Treasurer,
Grahtan-Newman
Corp.

No other Director or 0fficer of the Graham-Newman Corporation re-
ceived remuneration in excess of $25,000, for the fiscal year ending
January 31, 1956.

A1l persons, as a group, Who were Directors or Officers of the
Corporation:

salaries of Directors and Officers as such $ 83,582.33
Additional compensation based on profits 188,804 .46
572,386.79  (3)

(1) Of these amounts §$65,343.39 1s payable after January 31, 1956,
Total amount shown 1s $63,938.18 less than that recelved in the
previous fiscal year.

(2) Of this amount $20,326.80 is payable after January 31, 1956, Total
amount shown is $25,L46 - more than that received in previous fis-

cal year,
(3) Represents decrease of $108, 814,70 over preceding year.

D. Selection of Independent Public Accountants.,

Pursuant to the Investment Company Actl of 19430, those members of
the Board of Directors of the Corporation who are not officers or em-
ployees thereof have selected Messrs. Stern, Porter, Kingston & Coleman
as the firm of independent public accountants to audit the accounts and
to report on the financial statements of the Corporation far or during
the year ended January 31, 1957 . This firm has been the independent
public accountants for the Corporation since January 31, 193¢, This
selection will be submitted for ratlification or rejection at the Annual

Meetling.

®, Other Matters

The menagement knows of no nther matters which are to be brought
pefore the meeting. However, if any other matters, not now Xnown or

T



stermined, properly come before the meeting, 1t 1s the intention of
he persons named in the enclosed Form of Proxy to vote such Proxy in
pccordance with their Judgment on such matter.

A1l proxies received will be voted in accordance with the instruc-
tions and specificatlons contalned therein, as regard selection of
auditors and other matters.

F. Expenses.

The cost of preparing, assembling and mailling material in connec-
tion with this solicitation of proxies will be borne by the Corporation,

and will not exceed $150.
Very truly yours,

JEROME A, NEWMAN
President .

March 15, 19506,



