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DOMINION-SCOTTISH
INVESTMENTS LIMITED

(Incorporated under the Canada Business Corporations Act)

TO THE SHAREHOLDERS:

NET ASSET VALUE

At 30th September, 1980, net assets amounted to $71.7
million. Net asset value per common share rose to $96.07
at 30th September, 1980, from $64.66 a year ago, an in-
crease of 48.5%. During the same period the Standard &
Poor 500 Composite Stock Index and The Toronto Stock
Exchange 300 Composite Index rose 14.8% and 29.0% re-
spectively.

INCOME AND DIVIDENDS

For the year ended 30th September, 1980, net income
available for payment of dividends on the 60,000 prefer-
ence shares outstanding amounted to $982,781 which was
6.5 times the preference dividend requirement of
$150,000.

Net income available for the common shares was equiva-
lent to $1.17 per share. A dividend of $1.10 per common
share was declared payable on 24th November, 1980, to
shareholders of record at the close of business on 14th
November, 1980.

OUTLOOK FOR 1981

As has been the case in recent years, the economic out-
look remains uninspiring. There has been an unexpectedly
sharp recovery in the U.S. economy during the third quar-
ter of calendar 1980 but, because the rate of inflation has
abated only modestly, interest rates have increased rapid-
ly threatening another dip in the economy starting in the
first quarter of 1981.

Prospects are even less inspiring in Canada. The likelihood
of price increases in food and petroleum suggests acceler-
ated rates of inflation in 1981 while attempts to contain the
enormous Federal Government deficit will act as an eco-
nomic depressant.

The present Government’s goal of economic nationalism
and increased public sector involvement will in the long
run do a great deal of harm to the Canadian economy.

Notwithstanding these gloomy prospects, we plan to re-
main fully invested in the stock market. Many companies
appear to have learned to cope with sluggish economic
growth and high rates of interest and inflation. Common
stocks will prove to be reasonably good inflation hedges
over long periods of time and we believe that we can con-
tinue to meet our long term goal of providing an above
average return for our shareholders.

DIRECTORATE

Mr. Donald E. Dunn, C.A., Vice-President of Finance of
Henry Birks & Sons Ltd. will be nominated as a director of
the Corporation at the forthcoming Annual Meeting in re-
placement of Mr. Douglas W. Parkin who resigned as at
30th September, 1980. The directors wish to record their
appreciation of the contribution made by Mr. Parkin to
the deliberations of the Board during his tenure as a
director.

ANNUAL MEETING

The Annual Meeting of the shareholders of the Corporation
has been called for Friday, 23rd January, 1981.

On behalf of the board,

Clifford L. Larock,
President and Chief Executive Officer

Montreal, Quebec,
3rd November, 1980.



STATEMENT OF
FINANCIAL POSITION

as at 30th September, 1980

DOMINION-SCOTTISH INVESTMENTS LIMITED

INVESTMENTS AT MARKET VALUE

(cost 1980 — $33,117,152; 1979 — $25,929,167) .. ..

CURRENT ASSETS

Cash and term deposits . ...,
DUE TFO BEOKEIS coorers o s s o a5 S Sssinss S5 Sa@ns s
Accrued income on investments .. ...
Ineome taxes racovVerable o cuvwnes vr swmen s svmamg v

CURRENT LIABILITIES

DUEAG BATIK 176 s v prveres staresmmss o5 sresmnss o Mo
Duetobrokers. ... ...
ACCTUE BXDENIEBE o v siwsins svwasss s s an o waisir v
Income taxes payable .. ...c.vrimann vs vusnnas vennnans

NET CURRENT (LIABILITIES) ASSETS ...........contnn .,

NET ASSETS (NOteI3) e s cavvrs s wossiesin wmiwmssns vos vmivis. 65

REPRESENTED BY

CAPITAL STOCK

5% cumulative redeemable (at $52.50)
preference shares of no par value
Authorized — 76,730 shares

Issued — 60,000 shares ..................

Common shares of no par value
Authorized — 1,200,000 shares

Issued — 713,224 shares ...............

RETAINED EARNINGS e iis sosvivssc sne sismson w55 serarsiss w5 savssons
SURPLUS FROM CHANGES IN INVESTMENTS (Note 2).. .. ..
UNREALIZED APPRECIATION OF INVESTMENTS .........

On behalf of the Board

C. L. LAROCK, Director
NEIL B. IVORY, Director

1980 1979
$72,618,087  $46,368,916
447,258 519,170
751,544 2,372,561
125,255 113,803
e 54,948
1,324,057 3,060,482
1,018,335 =
936,268 —
93,872 63,606
223,055 89,000
2,271,530 152,606
(947,473) 2,907,876
$71,670,614  $49,276,792
$ 3,000,000 S 3,000,000
2,979,493 2,979,493
5,979,493 5,979,493
1,344,950 1,161,203
24,845,236 21,696,347
39,500,935 20,439,749
$71,670,614  $49,276,792




STATEMENT OF INCOME AND
RETAINED EARNINGS

for the year ended
30th September, 1980

AUDITORS' REPORT

The Shareholders,
Dominion-Scottish
Investments Limited.

DOMINION-SCOTTISH INVESTMENTS LIMITED

1980 1979
INCOME FROM.INVESTMENTS:: cax o s i smsion o s s $1,576,053 $1,290,733
Managernent EXPensSes . asen SmeEs o (B o e an g 313,832 231,907
Other EXPENSES . . v\ et e ettt et 51,472 29,714
365,304 261,621
1,210,749 1,029,112
Income and withholding taxes.............cco ovinnn. 227,968 229,104
NETIUINCOME .. oo o snsm menves s et i 982,781 800,008
Retained earnings at beginning of year................ 1,161,203 924,865
2,143,984 1,724,873

Dividends

5% Preferetiee ShATES (s o wvmes w0 omems s snaris s wre 150,000 160,000
COMMON SHATES ... cweane o summsme sin simibits o Sitaiis 95 3 649,034 413,670
799,034 563,670
RETAINED EARNINGS ATEND OF YEAR. .. .............. $1,344,950 $1,161,203
Net income percommon Shate .. . s e s siwa i o o $1.17 $0.91

We have examined the statement of financial position of Dominion-Scottish Investments
Limited (a subsidiary of GBC Capital Ltd.) as at 30th September, 1980 and the statement of
income and retained earnings for the year then ended. Our examination was made in
accordance with generally accepted auditing standards, and accordingly included such
tests and other procedures as we considered necessary in the circumstances.

In our opinion, these financial statements present fairly the financial position of the Cor-
poration as at 30th September, 1980 and the results of its operations for the year then
ended in accordance with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.

Montreal, Quebec, Touche Ross & Co.
3rd November, 1980. Chartered Accountants



NOTES TO
FINANCIAL STATEMENTS

30th September, 1980

DOMINION-SCOTTISH INVESTMENTS LIMITED

1. Accounting policies and presentation

a. General

The Corporation follows generally accepted accounting principles in the preparation of its
financial statements and their application is consistent with that of the preceding year.

b. Foreign currencies

Transactions in foreign currencies during the year were recorded at the relative rates of
exchange applicable on the dates of such transactions. Amounts in foreign currencies
included in assets and liabilities are shown in Canadian funds, converted at rates of ex-
change applicable at the year end, any adjustment thereon being credited or charged, as
the case may be, to “Surplus from changes in investments'’.

c. Statement of changes in financial position

A statement of changes in financial position has been omitted since it is deemed in-
appropriate for an investment corporation. A statement of changes in net assets (Note 3)
has been substituted therefor.

2. Surplus from changes in investments

1980 1979
Balance at beginning of year ......................... $21,696,347 $16,5693,352
Gain from changes in investments
(including gain on exchange, 1980 — $40,905;
1979 — 8711 B6AY a5 o5 0 5505 25 55,0 an woemspaminns e eae ais 4,231,689 6,511,995
Income taxes on changes in investments.............. 1,082,800 1,409,000
3,148,889 5,102,995
Balance atend of year ......... ..o $24,845,236 $21,696,347
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NOTES TO

FINANCIAL STATEMENTS
30th September, 1980

(Continued)

DOMINION-SCOTTISH INVESTMENTS LIMITED

3. Changes in net assets

1980 1979
Net assets at beginningofyear....................... $49,276,792 $36,213,174
Add:
Net income for'the Year: .. quveuns: mvevan v 982,781 800,008
Gain on changes in investments
Securities at average cost
at beginningofyear ..................... 25,929,167 24,101,242
PUTCHESEE oo s siasmiing o soihng 1 1w s, 13,723,974 10,654,320
39,653,141 34,755,562
Securities at average cost at end of year ...... 33,117,152 25,929,167
Cost of securitiessold. ....................... 6,535,989 8,826,395
Proceeds from securitiessold ................ 10,726,773 15,327,026
4,190,784 6,500,631
GainONIBXCRANTR « i carove i nans e s @5 e 40,905 11,364
Increase in unrealized appreciation
Of INVeStMBNtS: . vovum o o o spmames 55 waanse 19,061,186 7,724,285
24,275,656 15,036,288
Deduct:
Dividends
5% preferenceshares ........................ 150,000 150,000
Commonshares...................coouiiin. 649,034 413,670
Income taxes on changes in investments.......... 1,082,800 1,409,000
1,881,834 1,972,670
Net increase fortheyear................ooiiiiiin... 22,393,822 13,063,618
Netassetsatendofyear..............viiiiiviinns $71,670,614 $49,276,792

4. Directors and Officers

The board of directors consisted of ten (1973 — nine) members whose aggregate remun-
eration amounted to $22,484 (1979 — $20,150). The Corporation has four officers, two of
whom are also directors. The officers of the Corporation received no remuneration.



INVESTMENT PORTFOLIO
as at 30th September, 1980

DOMINION-SCOTTISH INVESTMENTS LIMITED

Number
of Shares
CONSUMER PRODUCTS
Dominion Dairies Limited ...........c. i 64,000
Seott's HOspitality ING:. s o o sv s o s apusins s 100,000
Scott's Hospitality Inc., Class C ..............coovitt 100,000
DATA PROCESSING
*National Data: COrporation s sm v s o wemans s s 87,000
DISTRIBUTION
EMco Linnited. .. .o G 5aes i SEe o angiyas o vy 75,000
Wajax Limited, convertible preferred A................ 25,000
Watax LIMTe ... ..o.cvumoe o5 i 2 50es S e s s 80,000
ENERGY
Chilco Partnership No. 4, units of $50,000 each ........ 10
*Dorchester Gas COTPOration . v seses i e v wemesias 30,000
*Energy Reserves Group, Inc.................ooooii 70,000
*Eelmont Dil COrpOratioN sz e us weva o swrsais siv s 60,000
*First Mississippi Corpa. ..o 30,000
*Howell Petroleum Lorporation.: coews o vews on o samwan o 30,000
Interprovincial Pipe Line Limited...................... 30,000
¥ Kerr-MeGe8 COrDOration s cn sqsgmns s gerymaine. o manvs i 10,000
*McMoRan Oil & Gas Co. ...ovvv v 60,000
XMOTan ENSTaVe 106 s avnns oe ovnse s vy o sy 38,500
*Murphy Qil Corporation.............. ..., 65,000
ENoble AHiliates;: INe. o on wvmwrms o wase @ weveess o 38,600
Numac Qil & Gas Ltd. . ... ovii i 35,000
*Patrolane Incorpotated sumyes v on v g o Suemis o 30,000
*Petroleum Equipment Tools Co. ..........coiiiinnnn.. 25,000
*The Standard Qil Company, Ohio..............covven 50,000
Strom Resources Ltd. ... ... ... i 100,000
*Summit Energy, Inc., convertible preferred ............ 30,000
*Woods Petroleum Corporation............oviiivunnn. 20,000
FINANCE
*H& RBIOCK, INC. ot e 50,000
Canadian Imperial Bank of Commerce................. 30,000
*Old Republic International Corporation................ 30,000
“PHHIGrolip: NG 55 o5 v o5 S g o5 oo B0 Seuuseny v o 30,000
*Texas Commerce Bancshares................... ... .. 12,000
*Valley National Bank of Arizona. ...................... 15,000

Market
Value

$ 1,696,000
675,000
663,000

$ 3,034,000

$ 2,406,326

$ 1,022,250
603,250
1,640,000

$ 3,265,500

$ 500,000
1,395,821
1,321,612
2,721,413
1,698,864

979,006
498,900
1,003,704
2,458,050
1,892,698
3,252,627
2,213,884
1,172,500
1,483,609
1,024,188
3,365,188
340,000
869,096
749,120

$28,940,180

$ 1,814,275
798,900
601,520

1,220,246
830,540
594,848

S 5,860.329



INVESTMENT PORTFOLIO
as at 30th September, 1980

(Continued)

DOMINION-SCOTTISH INVESTMENTS LIMITED

Number
of Shares

HEALTH CARE
*National Medical Care, Inc. ............ ... .. i .. 60,000

MANUFACTURING

Harris Steél Gioup INE:; Class As v o sovvns aeaes w4 440,000

Harris Steel Group Inc., Class B....................... 220,000

Waco Industries Limited: saum susssis soasees sronmas s 60,000
*SPS TechnBlogies < wammsm ewmimn s s i i 23,210
*Storage Technology Corporation................ccvo.. 40,000
*TeledYNE INIC::  wum s smimms e semases i AT sl SaRT s 18,750

METALS AND MINING

Lornex Mining Corporation Ltd............ N 50,000
*Phelps Dodge Corporation ............... s SR BT 25,000

REAL ESTATE

Carnia PDevelopers Ltd). ; weris s v v s s s 75,000
*Cousins Properties Incorporated . ..................... 143,750
*The Deltths COrporation .o e smaiemms o s ds & 30,000
*The Rouse CompPany . .....ooutvneireniineennnanns 80,000

RETAILING

Grafton Group Limited . vsw w sssns s vanen 5 vovas s s 12,000

Grafton Group Limited, Class A....................... 48,000
el AT | T T —— 25,000
*Toys-R-Us, INnC. ..ot 20,000
*H. JoWHISET B0 I o vnmen s s masamams od mamsn i 2 30,000

TRANSPORTATION
*The Harper Group . ....coviiiiiiiii i 20,000

TOTAL VALUE OF INVESTMENT PORTFOLIO. ..............

*U.S. Securities.

Market
Value

$ 2,730,542

$ 1,892,000
880,000
1,275,000
862,563
989,307
4,142,473

$10,041,343

$ 3,975,000
1,090,028

$ 5,065,028

$ 2,900,000
2,481,826
482,831
1,767,923

$ 7,632,580

$ 175,560
744,000
596,370
722,900
698,086

$ 2936916

s 705343

$72,618,087



DOMINION-SCOTTISH INVESTMENTS LIMITED

TEN-YEAR FINANCIAL SUMMARY

Gain on
changes in
Gross Taxes on Net investments
Fiscal Income Expenses Income (1}  Income net of tax
Year $ $ $ $ $
1971 433,850 98,533 32,000 303,317 99,013
1972 459,778 134,052 3,943 329,669 1,453,301
1973 421,730 141,282 10,004 290,452 634,846
1974 538,789 85,388 52,935 400,466 (586,146)
19756 598,661 99,014 103,309 396,338 431,084
1976 697,316 118,412 100,000 478,904 1,283,604
1977(3) 481,256 112,595 90,294 278,367 1,062,150
1978 926,348 198,019 164,013 564,316 4,141,575
1979 1,290,733 261,621 229,104 800,008 5,102,995
1980 1,676,053 365,304 227,968 982,781 3,148,889

(1) Excludes taxes paid on gain on changes in investments.

(2) After deducting preference shares at the redemption price of $52.50 per share.

(3) Nine month period ended September 30, 1977.

Total
Net
Assets

$

15,836,452
23,095,670
18,873,333
13,460,048
17,637,031
20,986,869
24,373,421
36,213,174
49,276,792

71,670,614

Per Common Share

Net
Asset
Value (2)
S

17.79
27.97
22.05
14.46
20.31
25.01
29.76
46.36
64.67

96.07

Net
Income

' $

0.21
0.25
0.20
0.35
0.35
0.46
0.23
0.58

0.91

Dividend
$

0.24

0.12

0.25

0.25

0.40

0.23

0.58

0.91











