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CHAPTER I

INTRODUCTION

Purpose of the Study

It shall be the purpose of this study to examine the
new issues of industrial subordinated debentures in the
period, 1955-1965, and seek to determine the prominent pro-
visions of the subordinated debenture contract and if there
have been any ligniflcant trends or changes in the contrace
tual provisions during this poriéds

There is no study which is imown that attempts to
determine the prominent provisions or trends in the provie
sions of the subordinated debenture contract during any period.
An earlier studyl was limited to & description of the subor-
dination feature and the extent of, reasons for, and limita-
tions on the use of the subordinated dedbenture prior to 1955.

Historiocal Development of the Subordinated Debenture
The prinoiple of subordination has been in existence

for many years. Frior to the 1ssuance of the first subor-
dinated debenture, ocommercial banks and other prospective
lenders often required oreditors to surrender their olainms

~ in the event of liquidation. However, the subordination of

1Robert W, Johnnon. *"Subordinated Debentures: Dobt
That Serves As Equi y, Journal of Pinance, X, March 1955,

Pe 1o



the oreditor's olaims to the lender did not represent an
original issue of a subordinated security.

‘Sales finanoe companies were largely responsible for
the development of the subordinated debenture. The General
Finance Corporation was the firast sales finance compeany to
sell publicly a subordinated debenture by its offer in
March, 1936, of $750,000 of five per cent, ten-year deben-
tures. These debentures ¥Were subordinated to short-term
borrowing with a maturity not exceeding nine months. Soon
after the first issuance of a subordinated debenture, many
sales finance companies and small loan companies began to
use the device. However, 1t was not until 1946 that any of
the five largest sales finance companies issued subordinated
debentures.

The extent of the usage of the subordinated debenture
has inoreased rapidly since World War IX. The considerabdble
extent to which subordinated debentures have bsen adopted by
finance ocompanies may be seen in Table I.

TABLE I

PER CENT OF SUBORDINATED DEBENTURES IN THE TOTAL
LIABILITIES OF FINANCE COMPANIES®

Type of Company 1955 1960
Sales Pinance 7.5 9.5
Consumer Finance , 6.7 8.2
Other Personal PFinance 3.0 %

Business Finance N.A. 9.0

#SOURCESs _"Survey of Finance Companies, Mid-1955," Federal
Rosorvo Bulietln. Apr1;11957o Pe 397 i M14-1960, % Pederal

nance Com s - edera
Besor!g Bulletin. Ootobor 1981. pan g . ’
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The subordinated debenture was not adopted by industrial
companies until the early 1950's. A number of concerns from
fields other than finance, notably the chemical and oil ocom-
panies, began to use the subordinated debenture. One of the
first major industrial concerns to use the subordinated deben-
ture was the Dow Chemical Company. The company issued $100
million, 3 per cent, convertidble subordinated debentures on
July 14, 1952.

After Dow Chemical's issuance of subordinated deben-
tures, the device gained popularity among many industrial
companies, The number of major industrial subordinated deben-
tures outstanding increased from twenty-six on December 31,
19532 to more than 500 on December 31, 1965.7 The issuance
of new aubqrdlnatcd debentures increased from thirty-six in
1955 to seventy-seven in 1959. The number of new issues each
year has been deolining sgince the 1959 high,

Although the oil and chemical fie¢lds were the first
industrial firms to use the device, it 1s now used by a
oonsiderable variety of industrials, both in the size of the
issue and the nature of the industry. The device is also
used by transportation companies, particularly, the air
transportation companies. The number of outstanding subore
dinated debentures 1ssued by air transportation companies
inoreased from one in 1955 to more than thirty in 1965 with
" a majority of the 1ssues being convertible subordinated

2Robert W, Johnson, "Subordinated Debenturess Debt that
Serves as Equity,* Journal of Finance, X, March 1955, pe 1

JAppendix A



dobenturel.u

Generally, the industrial subordinated debenture is a
low rated security. The Moody's rating of subordinated
debenture issues used in this study ooncentrated in the
areas of Ba, B, and not rated.5 While these ratings are
low, they are not much lower than that whisch would be expec-
ted of the average industrial bond., A survey of several
rated subordinated debentures revealed that the ratings were
usually equal to or lower by one classification than the

ratings of other funded debt issued by the companies.

Reasons for Use

The principle reason for the increase in the issuance
of subordinated debentures is that they serve excellently
as a substitute for common and preferred stocks in providing
protestion for ocreditors. This protection is provided by
the subordination of the claims of the holder of subordinated
debentures to the oclaims of present and future senior debt

holders.
Since subordinated debentures serve as equity capital

s0 far as the senior dedbt holder is concerned, the issuance
of subordinated debentures increases the net worth base and
oconsequently provides an additional credit base to allow
additional borrowing by the issuing firm.

Additional reasons for the use of subordinated debentures

are as followss (1) The interest rates are usually lower
than the dividend rates on preferred stock, (2) The interest

“Moodz'a Transportation Manual, 1955, 1965, blue page
inserts.

SAppendix A.



5
is deductible for income tax purposes, and (3) The costs of
flotation are likely to be less than those of common and

preferred stook.

Sources of Data & Limitations of the Study

The sources of data used in this study were the new
issues of industrial subordinated dedbentures issued by
industrial firms during the period, 1955-1965, with these
limitationss (1) The issues of subordinated debentures of
United States corporations were obtained by a search
throughout the 1965 issue of Moody's Industrial Manual and
the indexes of the 1955-1964 and the 1966 issues of Moody's
Industrial Manual. This search resulted in a total of 535
new issues which accounted for a total volume of $5.3 billion.b
fhil universe is probably not complete, since occasionally
the subordination feature is not indicated when a debenture
- 1ssue 1s listed. It undoubtedly omits those subordinated
- debentures issued by small industrial firms. (2) A sample
of ninety~four subordinated debenture issues with a total
volume of $697 million was selected from the universe of
535 new issues. The universe was arranged in alphabetical
order by the year of issuance and each sixth issue was made

part of the sample. In some instances, Moody's Industrial

Manual did not provide sufficient information for the purposes
“of the study and this necessitated the use of the seventh
issue in the list. The composition of the sample contrasted
to the total number Oof new issues may be ;oon in Table II.

6Appendix Ae



TABLE II
PER CENT COMPOSITION OF THE SAMPLE AND THE UNIVERSE®

Typs of Debenture : SAMPLE UNIVERSE
Convertible Subordinated Debenture 7 3 ?6.8
Subordinated Debenture 3 i4,
Subordinated Inoome Debenture 2.1 24
Convertible Subordinated Income Dedbenture 2.1 1.0
Subordinated 8inking Fund Debenture 2.1 3.5

Convertidble Sudbordinated 81nk1n8 Fund
Debenture 1 1.3

| 2.
Other 108:82 _ 10028%

#30URCE: Appendix A

The sample 1s supported by an additional forty-eight
industrial subordinated debenture issues for which prospec-
tuses were readily avallable. The prospectuses will be used
exclusively to support the findings of the sample and for
more extensive study of the contractual provisions.

It is necessary to make such limitations in order to
have a consistent and comparable source of information. By
limiting the source to Moody's Industrial Manual, all major
provisions are ascertainable. The sample reduces the uni-
verse to & manageable amount of data and should provide

& small margin of error.

Organization of the Study
The study to determine whether there have been any

significant trends in the contractual provisions end the
“major contractual provisions of industrisl subordinated
debentures ¥ill be approached by an examination of the

major provisions, individuslly. Chapter II will deal with
the subordination feature and the extent of its subordination.
Chapter III will review the use of the convertible feature
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and the reasons for its use. The wvarious provisions of the
typical convertible subordinated debenture will also be
examined. Chapter IV will deal with the restriotions imposed
on the issuance of additional funded debt and the payment of
dividends and the extent of this restriction on the issuing
concern. Chapter V wili exanine the nisoolianooun prbviaion-
not covered in the previous chapters such ai the provisionl
for redemption, sinking fund, and restrictive covenants.

The final chapter will develop oconclusions as to the direc-
tion of any chango; which have developed and review the typi-

‘08l contrastual provisions of the subordinated dedbenture.



CHAPTER II
THE SUBORDINATION FEATURE

What is Debt Subordination?

Theoretically, debt subordination is regarded as a
ranking of debt claims by agreement between or for the
benefit of the respective holders. This marshalling of
claims may be compared to a marshalling of partnership and
individual assets between oreditors of a partnership and

oreditors of an individual partner.l

The ranking agree-
ment is more a matter of procedure than of substance.
While a debt holder may agree to subordinate its claims to
enother debt holder, the subordinated debt will ordinarily
be proved on a parity with the senior debt in a bankruptoy
or reorganization ocourt. The collateralized position which
the senior debt holder obtains results not from the subor-
dination agreement itself but from the contractual pledge
of the junior debt claims as collateral security to the
nonior debt holder. Debt subordination standing alone is
merely an agreement to take a lower rank and the various

theories of enforcement are the only means to achieve the
enforcement of the ranking agreement but not san end in and
of themselves.
Types of Subordination Agreements

There are two basio types of subordination agreements.

1Go1in, Reuben, "Debt Subordination as a Working Tool,"
New York Law Forum, 1961, p. 370.




The "inchoate®™ type of subordination is so drawn that it
does not become operative until a voluntary or involuntary
distribution of assets of the debtor is made to its creditorss
the specific event which triggers the subordination, such as
bankruptey or insolvency, 18 speocified in the‘subordlnation
agreemen;:.2 Until suoh financlial distress ocours, the sub-
ordinated debt ﬁay be redeeméd. refunded, amortized, and
payments may be made to a sinking fund by the debtor. The
holdefa of the subordinated debentures may also convert the
debt, subject to the restrictions provided in the conversion
provislon.

The inchoate type of agreement is used extensively in
corporate indentures which provide for subordinated deben-
ture issues, especlally for industrial corporafiona.

The other type of subordination is the "complete” sub-
ordination agreement, under which no payment of principal
or interest on the subordinated debt is permitted so long as
a specifically identiried senior debt remains unpai&.3 The
oompiete subordination agreement often takes the form of a

continuing agreement covering thén existing and all future
indebtedness of the debtor.

The complete subordination agreement is usually drawn
in favor of a particular creditor, or relating to a partiocu=-
lar senior debt. This type of agreement 1s commonly used by
corporations borrowing from banking institutions.

‘ Both the inchoate and the complete subordination agree-
ments require that upon the distribution of the assets of

’ 2Calligar, Dee Martin, ®"Subordination Agreements,"
The Yale Law Journal, 1961, p. 378.

* JInma.
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the debtor, the senior debt must be paid in full before
any paynent 18 made on the subordinated dedbt. Therefore,
the holders of the senior debt must de paid, directly, for all
payments or distributions on the subordinated debentures
which would otherwise be paid to the holders of the subore
dinated dedt. Thus, both subordination agreements have the
effeot of making the subordinated dedt a type of security
for the senior debt, available to the senior coreditor upon
distribution of the assets of the debtor.

The seéur;ty to the holder of the senior debt may
decrease or\v;nish in the inchoate subordination agreement,
if payments are allowed to be made to the subordinated deben-
tures during the continuance of any default in peyment of
the senior debt. However, this is not the case in the con-
plete subordination agreement. Since no payments can be made
to the subordinated debt during the continusnce of an act
of default, the subordinated debt and its distridbutional
value in bankruptoy is, in effect, locked-in.

Theories of Validity and Enforcement
The courts have upheld the validity of both the inchoate

and the complete subordination sgreements. However, disputes
have arisen in the enforcement of the subordination agree-
nments. Parties opposed to the enforcement of the subordina-
tion agrconentl'havo ocontended that the provisions of Seotion
65a of the Bankruptoy Aot do not allow the enforcement of the

agreements. In part, Seoction £5a statess "Dividends of an
equal per centum shall be declared and paid on all allowed
claims, except such as have priority or are secured.”

The courts have consistently rejeoted this contention and
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held that such agreenents are enforceable 80 long as they
do not violate public poliocy or the priorities estadblished
by the Act.

The rationale of the court is that neither the senlor
debt nor the subordinated dedt has "priority" or is “secured"
within the meaning of the Act. Thus, the senior dedt and the
subordinated debt are substantiated under the Aot on a parity
with each other and on a parity with the other debt of the
borrovwers.

Four theories of enforceability have developed from the
several court rulings on the enforcement of the subordina-
tion sgreement. The first of these theories is the equitabdble
lien thyory which holds that the subordination agreement
ocreates an equitadble lien in favgr.of the senior coreditor.
The theory was first expressed bi Judge Learned Hand in
In re Geo. P. Sohinzel & SQnQ.u The case involved s meeting
between a number of oreditors and the subsequently bankrupt
corporation. Some, but nd all, of the oreditors made an
agreement with the corporation, under which persons supply-
ing goods to the corporation were to have a priority over the
olains existing at the time of the agreement. Judge Hand
stated about the oreditors who had not signed the agreement:

When former oreditors continued to sell to the

benkrupt, they got no pledge or mortgage as se-

::r%;y:ngzq:?:zb?:vil:g{ sinilar right, it must
and of the creditors who had signed the agreements

big p, 24 289 (S.D.N.Ye 1926).
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By signing the agreement, such creditors inten-

ded that the supplying oreditors should have the

first call on any payment made, and from this arose

an equitable claim as against the signing oreditors.’

The ao;ond theory of onforocability. the equitabdle
assignment theory, holds that the subordination agresement
creates an equitable allisnnonﬁ to the senior oreditor of
the sudbordinated dedt claim in bankruftoy and dividends
payable theroon.6
result of In re Handy-Andy Community Stores, Inc., in 1932.7
The case inwolvod s situation where two prinscipal stook-
holders of the debtor, in order to induce a bank to loan
$15,000 to the Qobtor. agreed with the bank to subdbordinate

their existing claims against the debtor for the loan,

The equitable assignment theory is a

and to make & proper assignment to the bank of their olaig
sgainst the debtor, if it ghould become noooccary.s The
company aubsoguontly became bapkrupt. In reversing the

referee's decision, the court said:

While the document does not convey a present title
to the olaimants, it amounts to an agreement to do
80, in 80 far as relief in & court of equity is
concerned, which becomes enforceable when the neces-
sary conditions arise requiring it. For this
reason, the legal title to the claims standing in
the names of (the junior oreditors), it was entire-
1y proper for them étho bank) to prove the sane
before the referee.

516 P. 24 289 (S.D.N.Y,) 1926,

| 6calligar, Des Martin, “Subordination Agreements,"
The Yale Law Journal, 1961, p. 384,

72 F. Supp. 97 (W.D. la. 1932),

8gverett, Edward, "Subordinated Debt - Nature and
Enforcement,” The Business lawyer, July 1965, p. 97k

92 F. Supp. 97 (WeD. La. 1932).
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The Construstive Trust theory, which has only been
used in In re Dodge-Fresdmen Poultry Co.,10 holds that the
subordinator retains the dividends received as oonstructive
trustee for the holder of the senior debt. Freedman, the
president and prinoipal stockholder of the debtor, Dodge-
Freedman Poultry Company,; in oconsideration of the extension
of oredit to the dedbtor by a trade creditor, agreed with the
oreditor to subordinate his own olaim against the debtor to
the claim of the trade oreditor against the debtor. Freedman
later attempted to waive his claim against the debtor rather
than accept payment thereon and turn it over to the trade
oreditors. The ocourt concluded that Freedman held his
slaim against the debtor as "Constructive Trustee® for the
trade oreditor and, therefore, ocould not waive the olaim
to the detriment of the senior or trade creditor.

The tourth;tyoory of enforceability is the contract
theory. The theory iz that the bankruptoy court has the
power to distribute the bankrupt estate in ascordance with
the rights of the parties as fixed by their own contracts.
In re Aktiebolaget Kreuger & Toll 11 and E1ias V. Clarkel2
are two cases involving subordinated debdentures and the
contract theorye In the case of In re Aktiebolaget Krsuger
& Toll, the holder of the subordinated debentures argued
that the Bankruptoy Aot prohibited contractual agresments
for subordination unless the senior creditor claiming the

10448 r. Supp 647 (D.N.H. 1956),
1196 p. 24 768 (24 Cir. 1938).
12943 P, 24 640 (24 Cir. 1944).
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benefit thereof was a party to the agreement or was the
80le beneficiary thereof or unless there was some basis for
application of the dootrine of e-toppol.13 No evidence was
offered which would indicate that any holders of the senior
debt had relied on the subordination featurse of the subordi-
nated dedbenture.

In its decision the ocourt stated:

Section 64b of the Bankruptoy Aot...oreates priorities

regardless of the parties contraots and overrides

inconsistent covenants. But this does not mean that
the parties are prohiblted from making ocontracts for

a priority or subordination so far as they do not

impinge upon statutory priorities. Seoction 658...

means no more than that dividends paid to oreditors

shall be pro rata except where there is a priority
given by law or by ltnfnl contractual arrangement
between the parties.l

The court therefore enforced the subordination agree-
ment and denied recovery to the holder of the subordinated
debentures since the debtor's assets were insufficient to
pay the senior creditors.

The case of Elias V. CIark015 1136 involved a subordi-
nation agreement to which the senior oreditors were not a
party and wers not alleged to have relied on the subordina-
tion agreement. 'Tho court again ruled in favor of the senior
ocreditors.

It appears that the contract theory is the most

13Everett, Edward, "Subordinated Debt - Nature and
Enforcement,” The Business Lawyer, July 1965, p. 964.

1496 p, 24 770 (24 Cir. 1938),
1514y P, 24 640 (2d4 Cir. 1944),



15
accepted basis for the enforoement of the subordination
agreoment.16 It i3 applicable in situations where the
senior debt holder has not required or relied on the sub-
ordination agreement and in situations where the senior
debt holder has required or relied on the agreement. How-
ever, the contract theory is not the only accepted basis for

enforcement. The equitable theories also have merit.

Subordination Agreements of Industrial Subordinated
sbentures

The subordination agreements of industrial subordinated
debentures are of the inchoate type. The subordination
agreement does not become operative'until a voluntary or
involuntary distribution of assets of the debtor is made to
its oreditors. It only becomes active under financial dis-
tress such as bankruptoy or insolvency,

The subordination sgreement ﬁay be written in several
forms such as enumerating the provisions or by a general
statement of the subordinating provisions. Generally, the
subordination agreement reads as followss

The Indenture provides that the indebtedness evi-
denced by the Debentures and the coupons appertain-
ing thereto shall be subordinate and subject in
right of payment to the prior payment in full of all
Senlor Indebtedness of the Company in the event of
any distribution of assets of the Company upon any
dissolution, winding up or reorganization, whether
in bankruptoy or otherwise or upon any maturity of
Senior Indebtedness....

From a practical point of view, one of the least
suocessful ways for a creditor to collect money from a

16pverett, Edward, "Subordinated Debt - Nature and
Enforcement,” The Business lawyer, July 1965, p. 972.

17M, Lowenstein & Sons, Inc., Prospectus, Feb. 15,
1956, pe. 12,
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debtor is to put the debtor into bankruptey. Therefore,
creditors are reluctant to take the step which is essential
to cause the subordination agreement to become operational.

- The industrial subordinated debentures used in this
study 4id not inoclude a clause ¥hich would prevent the
subordinator from instigating any benkruptey, reorganization
or insolvency proceedings agalnst the debtor. A clause of
this type would prevent small subordinating oreditors from
taking sction contrary to the interests of the senior credi-

tors.
From the senior oreditor's point of view, the subordina-

tion agreement, stated above, would allow the holders of
subordinated debentures to receive payments which would
diminish or possibly eliminate the assets of the debtor dur-
ing the continuance of an aot of default. A majority of the
subordination agreenents examined in this study contained
the following clauses ".,.and after notice of default on
Senior Indebtedness, no payments (with certain exceptions)
may be made on the Debentures.*18 This clause tends to
alleviate the hardships which are placed on the senior
oreditors by its exolusion. ’

Another oclause which is commonly included in the sub-
ordination agreement of industrial subordinated debentures
is as followss

The Indenture will provide that in any dissolution,
winding up, liquidation or reorganization of the
Company, all cash, property or securities (other
than reorganlzation securities subordinated to
Senior Debt) to which the holders of debentures

18gurroughs Corporation, Prospectus, (November 30,
1956). Pe 150
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or the Trustee would otherwise be entitled must

first be applied against payment of the Senior

Debt until the Senior Dsbt 1is paid in full. By

reason of such subordination, in the event of

insolvensy, oreditors may recover less ratably,

than holders of Senior Debt and may recover Tgro,

ratably, than the holders of the Debentures.

This provision strengthens the position of senior debt
holders in relation to, but not at the expense of, other
non-subordinated creditors.zo The other oreditors receive
the same distridbutive share of assets, with or without the
clause, However, they do benefit from the assets contri-
buted by the holders of subordinated debentures. The
holders of senior dedt benefit from this clause, since
they gain the liquidating payments of the subordinated dedt
until the senior dedt 1is paid in full,

The subordination agreement of industrial subordinated
debentures usually defines "Senlor Indebtedness.” Senior
indebtedness is generally defined as follows:

The principal of and premium, if any, and interest

on indebtedness (a) of the Company for borrowed

money evidenced by notes, debentures, bonds, or

other securities issued or sold by it for money,

ib; of others of the character described in clause

a) assumed Or guaranteed by the Company and (o)
renewals, extensions or refundings of such indeb-
tedness, unless it is provided that :th indebteds
ness is not senior to the Debentures.

The definition may contain clauses such as:t ...

indebtedness arising out of the sale, discount or guarsntee

19National Cylinder Gas Coe.y Prospectus, (Decemnber 11,
1957), p. 12.

20yonnson, Robert W., "Subordinated Debentures - Debt
That Serves as Equity,” Journal of PFinance, March 1955, p. 1.

21pnilco Corporation, Prospectus, April 14, 1959, p. 16.
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of customers accounts® and "indebtedness or others assumed
or guaranteed by the Company in cqnnoction with the purchase
or leasing of assets by the Compahy or a aubsidiary.'zz It
may also limit the amount of senior debt to which tho'aub-
ordinated debenture is subordinate. For example, "The aggre-
gate principal amount of all senior indebtedness, less the
aggregate amount of indebtedness of the Company to Banks and
Trust companies maturing less than twelve months from the date
of the oreation, assumption or incurrence thereof, shall not
exceed $45,000,000 at any time outstanding."23

The definition of senior debt coupled with the relingquish-

ment of the claims of the holders of subordinated debentures
until such time as the senior creditors are paid in full, re-
sults in the subordinated debenture not sharing ratably with
other unsecured claims of general status but becoming & part
of the equity base 80 far as such defined debt made expressly,
is concerned. Thus, subordinated debentures can be referred
to as "debt that serves as oqgity‘abr thaf 1t “oooupies much
the same position vis-a-vis senior dedbt that common stock

oocupies to preferred,©25

122260noral Foam Corporation, Prospectus, (Oct. 21, 1961),
Pe °

2)parium Steel Co., Pros ectus, June 27, 1957), p. 16.

2k jonnson, Robert W., *Subordinated Debentures - Debt
That Serves As Equity,® Journal of Finance, March 1955, p. 1.

25G011n,” Reuben, "Debt Subordination as a Working Tool,"
New York Law Forum, 1961, p. 371.



CHAPTER IIIX
CONVERTIBLE SUBORDINATED DEBENTURES

Types of Subordinated Debentures
The subordinated debenture 18 typically subordinated in

1ts olaim to the assets of the company., However, it may also
be subordinated in its oclaim to the income of the company or
it may be subordinated in both its asset and income olaim,

The total percentage of industrial subordinated debentures, as
shown in Table III, indicates that all varieties of the subor-
dinated debenture examined by this study were subordinated in
thelr olaim to the assets of the issuing companies and, of
th@no, 4,1 per cent Were also subordinated in their claim to
the income of the issuing companies., The others have a fixed
interest claim.

The subordinated debenture of Arden Farms Co., issued
Septenmber, 1964 illustrates a security which is not only sub-
ordinated in its claim to the assets of the company but 1is
also subordinated in its claim to the income of the company.
The subordinated income debenturs of Arden Farms Company is
subordinated to all prior debt of the company and pays interest
only as and to the extent that net earnings are available.

The subordination of income claim is usually stated as

followss

"interest payable March 1, and September 1, from
available net income or at the director's discre-
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tion, fronm availahlt surplusj ocumulative from
September 1, 1964.%1

The use of the subordinated income debenture was limited,
4,1 per cent of the total number of issues examined, during
the period covered by this study and its greatest use was
‘during the period of 1955 through 1960.

The contractual provisions of the subordinated debenture
ususally 1n61udo provisions for a sinking fund, redemption,
modification or smendment of the indenture and a desoription
of the events which constitute default, All of the subordi-
nated debenture issues examined in this study contained pro-
visions for redemption, modification or amendment of the
indenture and a desoription of the events of default. Only
four of the issues examined did not dentain provisions for a
sinking fund or purchase fund. The contract nay'nlao ocontain
.provisions for dividend and/or funded debt restrictions and
other restrictive covenants.

Table III reveals that the subordinated debenture, sub-
" ordinated only in its claim to assets, constituted 95.9
per cent of the total number of subordinated debentures
issued during the period. The conversion provision was

attached to 77.62 Per cent of those subordinated only in the

1Moody's Industrial Manual, June 1965, p. 702.

~ 2paple IIT indicates that subordinated debentures
oconstituted 14.8 per cent, convertible subordinated
debentures 76.3 per oent, subordinated sinking fund deb-
entures 3.5 per cent and convertible sinking fund deben-
tures 1.3 per ocent of the total number of subordinatcg
debentures issued during the period of 1958 through 1964.
A study of the provisions contained in the subordinated
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oclaim to assets. The conversion provision was also included
in 1.0 per cent of the subordinated debentures, subordinated
in both asset and income claims, whioch reaulted.ih the inoclu-
slon of the conversion provision in a total of 7846 per cent
of all the sﬁbordinatcd debentures i1ssued during the period.
Thororére, the remainder of this chapter will be devoted to
a study of the conversion provision sontained in the indenture
of induatrial subordinated debentures llsuéd during the period
of 1955 through 1965 '

Conversion Price !;lgqg_ggg Price at Issuance

One of the basio fo@sons that would appear to be cause
for a oorporation seeking nef-capital to sell subordinated
debentures w;th‘tho conversion provision is the eventual
addition to common stock. By setting the converted vaiue at
a price somevhat higher than the prevalling market price of
the odmmon. the corporation may in effect receive a higher
price for its common stock. This reason is based on the

assunption that, "Most managements sell convertibles with

debenture indicates that they are similar to those contained
in the subordinated sinking fund debenture and the provisions
contained in the convertible gsubordinated debenture are
similar to those oontalned in the convertible sinking fund
debenture. Table III was calculated by the titles of the
securities as they are listed in Moody's Industrial Manual.
Therefore, this study will 1no1ud"'€EL'. e subordinated sinking
fund debenture in the category of the subordinated debenture
(18.3 psr cent) and the convertible sinking fund debenture
in the oatesor¥ of convertible subordinated debentures

(773 per ocent),
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the intention of eventually adding to their common stock
'outstanding'3 and this 1is substauflatod to an extent by the
fagct that 76 per cent of the respondents to a questionnaire
stated that the reason for the conversion provision bdeing
attached to subordinated debt was to.raiso common oapltal.u
All of the convertible subordinated debentures examined in
this study were convertible to common stocke.

The position that the convertible subordinated debenture
18 pold with the intention of eventually adding to common
stock was borne out by a randém sanpling of the price at
which convertibdble subordinated debentures were 1ssued: In
these cases the price of common stock at the time of issuance
of the convertible subordinated debenture was only a few
points above the converted value of the subordinated debenture.
This would lead to the conolusion that if these corporations
were not actually desirous of having conversion take place,
the convertible clause would not be added; or the conversion
rate would be set far above the current common stock prices.
Table IV indicates the converted value of the subordinated
debenture as measured by the common stook prices on the date
of issue. The common stook prices are the prices at which
comnon was selling at the oclose of the market on the date of
i{ssue of the subordinated debentures.
‘ The data compiled in Table IV reveals that only two
iasues of the eighteen selected for the random sampling,

JHubbard, George A., "Hedges in Convertibles," Barrons
Pebruary 17, 1958, Pe 9o ’ ’

hpy1cher, James Coy "Raising Capital with Convertible
Securjities, University of Michigan, Iﬁﬁ“£§53§7“1533:'37'3I7
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or 12.2 per cent, needed & prioce rise of more than $10 per
share to make oconversion profitable.5 The price rise needed
per share of common stook to make the conversion of the
subordinated debenture advantageous did show a wide range.
This variation was from almost an immediately profitable .
conversion of a fourteen cent increase per share of common
to a needed price rise of $10.88 per share at the other
extremes The Median increase per $100 unit of subordinated
debentures is §$4.03.

It appears that industrial corporations were not setting
the conversion prices at unrealistic rates that might.make
conversion unprofitable for years to come, or possibly never.
Eaboolally sinoce the various stock market indexes indicated,
generally, increasing common stock prices throughout the
period. However, only one~third of the issues, as shown in
Table IV, could have been converted profitably at the highest
price of the common stock in the one year period immediately
following the issuance of the convertible subordinated deben-
ture. This may be the result of a pecularity of the sample
or it may indicate that management in setting the rate of
conversion is attempting to defer the conversion of the sube

ordinated debenture for at least one year.

5ror Example, Olin Mathieson Chemiesl Corporation issued
5% per cent convertible subordinated debentures on November
19, 1957, Under the provisions of the convertible clause, the
subordinated debenture was oconvertible to common stock at any
time until November 15, 1972, at a rate of two shares of com=
mon in exchange for each one hundred dollar subordinated debene
ture. The olosing price at whioch common stock of this company
was selling on November 19, 1957, was $41.75., The common stock
price times two equals $83.50, a difference of $16.50. The
price of the common stock would need to rise $3.25 (exclusive
of commissions, etc.) and any price above this would make -
conversion profitable.
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The primary reason for the conversion provisions being
attached to the subordinated debenture would appear to bear
out the assumption - convertibles are issued with the purpose
of raising equity capital at slightly higher prices than those
prevailing in the market when the subordinated debenture was
issued.,

There 1s another possible assumption as to why the
conversion provision is attached to the subordinated deben-
ture. The conversion provision may act as & "sweetener" to
give a weak security added appeal by imparting a speculative
flavor. No doubt this agsumption 1s a factor in setting the
. conversion rates. However, if this assumption were the pri-.
mary consideration, the rates of conversion would probably
be a good deal higher than those reportsd in Table IV.

Rate of Conig;agén

Convertible subordinated debentures examined in this
study were found to have two types of conversion rates.
These types were: (1) a fixed rate wherein the number of
shares of common for which the subordinated debenture may be
converted remains constant, (2) a deolining rate which reduces
the nunber of shares of common which the subordinated deben-
ture may be converted as stated intervals br time elapse or
as stated amounts of debentures are converted.
" An example of the deolining type of conversion as deter-
mined by the conversion of specified amounts of subordinated
debentures may be 111“3frat°d.b7 the Burlington Industries,

Inc., 4% per cent, subordinated debentures. The provisions
of the convertible olause state: -
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convertible, unless previously redeemed, into common
stock at the following principal amounts of Dsbentures
for each share of common stock; $18,00 if converted
rior to the time Debentures in the principal amount of
10,000,000 have been presented and surrendered for
conversions thereafter $19.00 if converted prior to the
time Debentures in the principal amount of $20,000,000
have been presented and surrendered for conversionji and
szo.og if oconverted thereafter, but not after October 1,

1965. ,

The declining rate type of conversion as determined by
the elapse of stated intervals of time may be illustrated by
the Textron American, Inc., § per‘cent; subordinated deben-
ture. The conversion provision states: -

The oonversion price per share of common stock

through December 31, 1959, i1s $27.50, payable in

principal amount of Debentures. The Conversion

price will inorease by $7.50 per share on January 1
in each of the years 1960, 1964, and 1968.7

The holder of & security having a declining rate of
conversion such as the subordinated debentures of Textron
Ameriocsn, Inc., and Burlington Industries, may find that
the feature becomes less valﬁablo in subsequent years.

For example, if the market price of the issuer's common stook
does not inoreass more than the increase of the conversion

rate per $100 unit of subordinated debentures, the conver-

sion of the subordinated debentures will result in fewer

ghares of common stock per $100 unit of subordinated debentures.
The deolining rate of conversion 1s added incentive for the
investor to convert to the oommoﬁ stock of the company,

which may be attributed to menagements desire to have the

iubordinated debenture converted to its common stock.

6Burlington Industries, Inc., Prospectus, Ooctober 20,
1955, pe 1.

7pextron American, Inc., Pros ectus, Jan. 25, 1955, p. 1.




28

The fixed type of conversion rate is one in whioch the
nunber of shares of common stook remains constant throughout
the 1ife of the subordinated debenture contract. An example
of this type of conversion is demonstrated by the conversion
provision of Combustion Engineering, 3 3/8 per cent subordi-
nated dedbenture due 1981, The conversion provision states,
*"Convertible until maturity, unless previously redeemed, at
& oonversion price of capital stock (with Debentures taken at
their principal amount) of $30 per share."8 Therefore, at
any time the subordinated debenture is outstanding it may be
converted for approximately 3.33) shares of common stock for
each $100 of subordinated debentures. This type of conversion
privilege is of more value to the investor than is the deoclin-
ing type of conversion rate sinoce he may wait a greater length
of time for an opportunity to make his conversion profitable.

Table V reveals that the fixed rate of conversion is
used more frequently than the declining rate of conversion,
In 61.3 per oent of all convertible subordinated debentures
issued during the period of 1955 through 1965 by industrial
corporations, the converaion rate allowed the exchange of sub-
ordinated debentures for a fixed number of cozmon shares.

The percentage of 1ssues in individual years of the
fixed conversion rate and the deslining conversion rate,
414 set a distinguishable pattern. During the early years
of the subordinated debentures use by industrials, 1955 and
1956, the declining rate of conversion was used more frequently

than the fixed rate of conversion. However, sinoce these early

8combustion Engineering, Inc., Prospectus, June 19, 1956,
Pe 1. i
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TABLE V

CONVERSION EATE OF INDUSTRIAL CONVERTIBLE
SUBORDINATED DEBENTURES, 1955-196%

Fixed Rate of Deolining Rate

Number Conversion of Conversion

Year Offered (Pexr Cent) (Per Cent)
1955 b 25.0 75.0
1956 8 375 62,5
1957 b 75.0 25.0
1958 5 6040 40.0
1959 12 5040 50,0
1960 9 55.5 k.5
1961 9 55.5 k4.5
1962 7 85.7 14.3
1963 6 66.7 33.3
1964 b 7540 25.0
1945 4 100.0 _0.0
Total 75

Average 61.3 38.7

Sources Compiled by author from Appendix B.
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years, the fixed rate of conversion has been used most fre-
quently. It is interesting to note that during the years in
which the greatest number of subordinated debentures were
issued, 1959, 1960 and 1961, the use of the declining rate of
conversion increased. This is partly attributable to the
tendency of corporations.to withdraw liberal contract ternms
during periods of good market acceptance,

Time During Which Conyersion May Take Place
The period during which the holder of subordinated

debentures may convert to common stock is of a limited time
provision or an unlimited time provision.

The convertible subordinated debenture that has no
limitation as to the time during which conversion must take
place gives the holder the right to convert at any time before
it is called or redeemed. An example of this type of subordi-
nated debenture is Combustion Engineering, 3 3/8 per cent,
1ssued June 19, 1956. This subordinated debenture is sonver-
tible until maturity at the rate of $30 per share.

The convertible subordinated debenture that is limited
in the time during which conversion may take place m;y ocontain
& waiting period before conversion may begin or it n;y oiuso
conversion to cease befors the maturity date. The convertible
subordinated debenture of Photon, Mo., issued December 1,
1961 illustrates the waiting period before conversion may
begin. The conversion provision states, “"convertible into

ocommon, at any time on or after June 1, 1962 to maturity..."?

I¥Moody's Industrial Manual, June 1965, p. 2278.
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The oconvertible subordinated debenture of the National Tea
Company issued November 14, 1955 illustrates a conversion
provision which causes oconversion to cease before the maturity
date. This provision allows conversion to and inecluding Novenm-
ber 1, 1965, The maturity date 1s November 1, 1980,

There is an obvious advantage to the investor who pure
chagses the convertible subordinated debenture which has no
limitation upon when oonversion may ocour. The conversion
provision which requires a waiting period before conversion
does not appear to be very restrictive. The subordinated
debentures examined in this study did not require a waiting
period of more than one year. It would be restrictive to the
investor only if immediate conversion would be profitabdle.

The conversion provision which causes the conversion privi-
lege to cease before maturity of the issue may be quite res-
triotive. Conversion must be made before the specified date
or the right is lost. It may not be advantageous to convert
at such time. The unlimited time conversion gives the holder
an unrestricted ochoice as to when he may exercise his conver-
sion privilege. The holder may wish to wait wntil such time
as the conversion would be profitable and in the mean time

he would be retaining a fixed income, senior security.

Table VI shows that a greater percentage of convertible
subordinated debentures contained the no time limit provision
rather than the fixed time limit provision. The no time limit
provision was contained in 84.0 per cent of the convertible
subordinated debentures exanined contrasted to 10.7 per ocent

with the fixed time limit provision. The usage of the no time
limit provision was consistently high during the individual
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Years within the period.

The convertible subordinated debentures that have a
fixed time linit on conversion have fixed a maximum of ten
»yéar conversion period in all of the issues examined by this
study. As shown in Table VI, 62.5 per cent of all issues
which e&uso conversion to o&aso before maturity, specify ten
years as the period during which conversion must take place
or the convorlion privilege lapses. The remaining issues
allowed less than ten yeafa. Table VI also reveals that all
issues whioch required & walting period dbefore conversion
became effective required a walting period of one year or less.

It appears that the time of conversion has generally
been favorable to the inveatorj a further indication that
corporations are issuing oonvertible subordinated debentures
to eventually add to their common stook.

, To determine wWhether the conversion privilege has
been profitable and to measure the importance of time in
conversion, a study was made of selected subordinated deben~
tures issued during the period and traced through the five
year period immediately following their issuance. The con-
verted value of the subordinated debenture on the date of
issue was computed by multiplying the price of the common
shares by the share of common for whish the subordinated
debenture ocould be converted. This figure was compared to
the issue price to determine if it was more or less. The
converted value during the five year period following the

date of issuance was computed by multiplying the highest
market prioce attained during the period by the shares of com-
mon to whisch the subordinated debentures could be converted.
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TABLE VI

PERIOD DURING WHICH CONVERSION MAY TAKE PILACE,
1955-1965 (In Per Cent)

Fixed Time Linit
Period Before

Conversion

g:ngém:n May fegin Duiation gr Convegsion Peﬂkrd
Year Conversion Year Years Years Years Years
1955 0.0 75.0 0.0 0.0 0.0 25.0
1956 0.0 6245 0.0 12.5 0.0 25,0
1957 0.0 100.0 0.0 0.0 0.0 0.0
1958 0.0 60,0 0.0 0.0 0.0 40.0
1959 0.0 100.0 0.0 0.0 0.0 0.0
1960 0.0 100.0 0.0 0.0 0.0 0.0
1961 22.2 55.6 0.0 11.1 11.1 0.0
1962  14.3 85.7 0.0 0.0 0.0 0.0
1963  16.7 83.3 0.0 0.0 0.0 0.0
1964 0.0 100.0 0.0 0.0 0.0 0.0
1965 0.0 100.0 0.0 0.0 0.0 0.0

Sources Compiled by author from data in Appendix B.
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This figure was compared to the issue price to see how pro-
fitable or unprofitable the conversion could have been if the
privilege had been exercised at the highest market prioce of the
common shares.

Table VII detalls the converted values on the issuance
date and the converted value at the highest prioce attained
in the preceding five years. The table reveals that if the
conversion privilege had been exercised at the highest prioce
attained by the common stock during the five year period
following the issuance of the individual subordinated deben-
tures, 82.3 per cent would have realized a profit and in some
instances a substantial profit. At the conclusion of their
respective five year periods, 17.7 per cent, could not have
made a profitable oconversion. Two of the three involved had
time remaining on their conversion privilege. The conversion
privilege of Merritt Chapman and National Tea lapsed before the
conclusion of the five year period. 1In the case of Merritt
Chapman, the conversion privilege could never have been
exercised at a profit. However, the conversion privilege of
the National Tea Company could have been exercised at a fairly
high profit.

The opportunity for a profitable conversion is not
necessarily related to the rate of conversion. On the date
of issue, the holders of the subordinated debentures of Merritt
Chapman needed a common 8took price increase of $1.88 in order
to make a profitable conversion. The price of the common
stock of the ocompany never did increase the needed amouﬁt

before the conversion privilege lapsed.
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Adjustment for Fractional Shares

The adjustment for fraoctional ghares clause of the con-
version provision specifies the means of payment for fractional
shares resulting from conversion or if there will be any
payment. For example, fractional shares would result if the
conversion rate was two shares of common for $100 of subordi-
nated debentures and the ourrent market price of the sommon
stoock was $49 per share. The conversion would result in the
investors receiving two shares of common stock for $98 and
$2 or 0,041 shares of common stock.s The adjustment for frac-
tional shares olause will specify the means of payment for
the difference between the value of the common stock and the
value of the sudbordinated debenture,

A computation disclosed that 76,7 per cent of the conver-
tible issues made the adjustment with cash and 23.3 per cent
made the adjustment with a choice of sagh or corip-io The
adjustment for fraotional shares does not usually allow
adjustments for less than $1.00 per share. However, they
are usually carried forward and applied together with any

subsequent adjustments.

Protection Against Dilution
The convertible provision would bde of considerably

less value if the number of shares of common stook could
be increased by the use of stock splits and dividends. For

exanple, & stook split of three-to-one, if the common stook

re—

l‘bAp}pemux B
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of the company were selling for $90, would theoretically re-
duce the price to $30 per share. A subordinated debenture
that was convertible at $90 per share would drop from a value
of $90 to $30.° In'ordor to provide protection for the inves-
tor;'a oclause is added to the oonverlion'proviaion which proe
vides that if & stook split or similar action takes place,
the rate of conversion will increase acoordingly.

An unqualified proteotion against dilution clause was
{noluded in 86.7 per cent of the subordinated debentures
examined in this study and a qualified clause was inoluded
in 13.3 per cent of ‘the issues.il’ The qualified oclause
may be 1llustrated by the Richfield 01l Corporation subordi-
nated debenture in April, 1958.° The clause states:

Conversion privilege protected against dilution,

Eot be made on sale of of srenting optlons to

22::2;::3nuggigg?.?g§mon shares at less than the

It appears that this type of qualified proteotion sgainst
dilution olause would not be detrimental to the investor.
However, this would depend on the number of common shares
that are outstanding. ’

Adjustment Por Interest And Dividends

At the time of conversion, there may be accrued interest
on the subordinated debentures to which the holder 18 entitled

and there may be accrued dividends on the common stock to

11compiled by the author from data contained in Appendix B.
12yo0ayts Industrial Manual, June 1965, p. 1646,
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:yhioh the holder of the subor@inato¢ debenture is not entitled.
The édJustment for interest and dividends clause provides
an adjustment for the difference between the aooruéd interest
and the acocrued dividends. The subordinated debentures exa-
mined>1n this study provided no adJﬁstmeht for interest and
dividends.
Summary
The convertible subordinated debenture accounted for a
high percentage of all subordingted debentures issued during
the period of 1955 through 1965, The usage of the conversion
provision in the subordinated debenture has been increasing,
slightly, throughout the period, 1955-1965.
Industrial corporations appear to want a relatively
rapid rate of conversion of their subordinated debentures.
This was determined through a sampling which tabulated the
converted value of subordinated debentures at the closing
price on the date of 1issuance and comparing this with the
issue price. In most cases;'a snall price rise would make
conversion profitaﬁie. With one-third of the convertibles
developing a profit during the first year immediately follow-
ing issuance and the median level of & profitable conversion
being a gain of $4.03 per $100 unit of subordinated deben=-
tures.
The fixed rate of oonversion was included most frequently
in the conversion provision.
A computation revealed that 84 par cent of the convertible

issues had no time limit for conversion as opposed to those
having a fixed time limit, Convertible issues having a time
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1imit oan be a hazard to the investor but if the conversion
privilege had been exercised during the five year period imme-
diately preceding issuance, more than 80 per cent of the issues
examined could have been converted at a profit,

The adjustment for fraotional shares clause provided for
payment with cash in 76.4 per cent of the issues and an
alternative of cash or sorip was given in 23.3 per cent of
the 1ssues,

An unqualified protection against dilution oclause was
inoluded in 86.7 per cent of the convertidble issues. The
qualified clause, which appears to be minor in its restric-
tion, was included in 13.3 per cent of the issues.

The conversion provision of the convertidle subordinated
debenture provided no adjustment for acorued interest and

dividends.



CHAPTER IV

DIVIDEND AND FUNDED DEBT RESTRICTIONS

Dividend Restrictions
The possibility that the corporate issuers of bonds may

be too generous in the payment of cash dividends to their
stookholders is always a concern to the holder of subordi-
nated debentures, just as it 1s to all other holders of debt
securities. The danger 1s not s0 much that excessive dividends
will leave too little for sinking fund requirements and bond
interest but that the combination of dividends, bond interest
and sinking fund payments may result in too little cash for
normal operations and consequently an inadequate working capie-
tal position. Another danger of excessive dividends is that
in the event of a forced liquidation, excessive dividends do
not oonserve funds for prinoipal repayment. One of the means
that subordinated debenture holders may take to have some
assurance that these requirements may be met is to impose

rules and regulations as to when stock may be paid a dividend.
These restriotions are & provision of the subordinated deben-
ture contract and are aimed at preventing the payment to stook-
holders of excessive dividends at times when business condi-
tions do not warrant such dividend payments. The restriotions

also serve to maintaln sufficlient assets in case of financial
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It 13 to the advantage of the holders of thae subordinated
debenture to have these restrioctions. If investors wers given
the oholcs, they would probably, always include some form of
restriction as to when stook may be pald dividends. However,
corporate management whioch 1s usually ocomposed of common stook-
holder interests, will probably prefer that ths dividend
restriotion be omitted. Ths abaence of the restrioction allows
ths management greater flexibility and disoretion as to when
dividends may be pald and in what amounts.

The inoluslon of thes dividend restristion on stook in a
new 1ssue of subordinated debentures dspends to a high dezree
on the existing marketinz conditions at the tims of issuanocs.
In a sellsrs market it is doubtful that the dividand restrioce
tiocn will de included in ths subordinated debenturs issus
but in a buysrs market it may be included to give the subordi-
nated debenture added appeal to the investor.

The dividend restrictions imposed on stock prevents the
board of directors of a company from declaring dividends
which are actually liquidation payments. If a company were
on a decline, the board of directors could pay the stock-
holders the bulk of the assets before the complete collapse
of the company. Without the dividend restriction, there would
be few, if any, assets remaining for disgtribution to the
holders of subordinated debentures and other senior dedt
when the company finally foldede Thus the dividend restric-
tion tends to prevent misjudgement of events by mansgement

and tends to prevent unsorupulous management from taking steps
that are not too honest, which consequently, protects the
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" interest of the subordinated debentures.

Subordinated Debentures with Dividend Restrioctions, 1955-196%§
As shown in Table VIII, 76.6 per cent or 72 of the total

nunber (94) of the subordinated debenture issues in the period
under study contained some type of restrioction on cash divi-
dend payments to ltocfholdors. The remainder, 23.4 per cent
or 22 of the issues, contained no restriction on cash divi-
dend payments to stockholders. It is apparent by these percen-
tages that issues with dividend restriotions are most common
in the subordinated debenture contract.

It appears that there were no definite trends developed
in the usage of the dividend restriction during the period
under .tudy; It 1s interesting to note that during the period
of the greatest hunbor of new subordinsted;debenture issues,
1959-1961, the percentage of new 1ssues with the dividend
r@atriotiona wag well above the total average for the entire
period under study. This may be due to the influence of a
buy;ra nmarket.

The dividend restrictions imposed in the subordinated
debenture contract may exempt certain specified stock from
its restriotion or may exempt the retirement of stock. The
dividend restiiotion applied only to cash dividends and not
‘to stock dividends in all of the lubﬁrd1ngt.4 debenture
contracts examined in this study. The exclusion of stook
dividends is common in the dividend restriotions of sll
types of securities containing the provision.

The payment of cash dividends to preferred stock which
wag issued prior to the subordinated debenture issue is



SUBORDINATED DEBENTURES WITH DIVIDEND

TABLE VIIX

RESTRICTIONS, 1955-1965%

k3

N————

e j
Restriotions

No Restriotions

Year Total Issues
' No. % No. %
. 195858 L 6647 2 333 6
. 1956 L. 50,0 3 50.0 8
. 1987 8 . 88.8 1 11.2 9
1958 5. Tk 2 28.6 ?
. 1959 .12 . 92.3 1 77 13
. 1960 . 10 . 91.0 ) § 9.0 11
. 1961 .10 8343 2 16.7 12
. 1962 5 62.5 3 37.5 8
. 1963 5. 714 2 28.6 ”
. 1964 2 . 333 b 6647 6
. 1965 .2 - 100.0 ° 9.0 -2
2 &6 2 g 2
Sourcet Compiled by author from Appendix C.
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usually execluded from the dividend restrictionz whieh are
imposed on 211 other stook. ‘The convertible subordinated
debenture or.tho Gardner-Denver Company due October 1, 1976
1llustrates the exclusion of preferred stock dividonda., The
reatriction states: '..;that the forezoing prohibition shall
not prevent the payment of dividends on the existing cusula-
'tive preferred atoclk, 4% Seriesses™! This exaaption was
inciuded in all of the digidend restrictions of cozmpanies
which had proférred stock outstgnging prior to the issuance
of the subordinated debentures gxgmlned in this study.

The retirecent of stoock zay alse pe exéludga froa tha
restriotions imposed by the dividend restriotion. An exaxplo
of the exclusion of the retirement of stoeci i1s tha olause
of ths Convertible subordinated debenture of Zurroughs
Corporation, dus Decembder 1, 1931 waich statess

The restriction does not apply to the retirement

of stock of any class in exchange for, or out of

the proceeds of the substantlally sonsurrent sale

of, othsr shares of 1tz stook, or the retirement

of stock by exchange for, Or out of the proceeds

of the substantially concurrent gale of, other
stock or funded debt of the compeny,2

Conditions When Restrigtions on Dividends Apply
An examination of the qontraotual provisions of sub-

ordinated debenture 1ssues reveals that various conditions

must exist before the dividend restristions become effective.

1cardner-Denver Company, 2;25222&25’ October 9, 1956, pe 9.
2Bumughs corpomtion. Pros Qotusg Novenber 3°| 1956. Pe 15..
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Some of these conditions were used frequently, while others
Were not often used.

The conditions restricting dividend payments to stook
in order of their most frequent usage were: (1) No dividends
in excess of net earnings, proceeds of the sale of stook,
Plus a stated dollar amounts (2) No dividends in excess of
various combinations of the factors contained in (1);J (3) Net
working oapital can not be reduced below a stated dollar amount;
(4) Current assets must be maintained at a stated peroentage
of current 1liabilities and funded debts and (5) other.¥ The
statistical bresk-down of the relative use of each type of
condition is shown in Table IX. The restriction, not in
excess of net earnings, proceeds of the sale of stock, plus
a stated dollar amount sccounted for 42.8 per cent and the
various combinations of this restriotion sccounted for 43.9
per cent or a total of 86.7 per cent of all the types of
oconditions imposed on the payment of cash dividends to
stockholders.

It may be noted that the percentage of the types of
restriotions total a figure exceeding 100 per oent. This

3The various combinations of the Trestriction, no
dividends in excess of net earnings, proceeds of the sale
of atoock, plus a stated dollar amount inocludes: (a) Divi-
dends not in excess of net earnings plus the proceeds of the
sale of stooks (b) Dividends not in excess of net earnings
Plus a stated dollar amount; and (o) Dividends not in excess
of a stated peroentage of net earnings,

¥Dividends can not be paid while a specified debt
Tenmains outstanding.
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results because five of the issues 1imposed more than one
restriotion on the payment of dividends to stookholders.
For example, the contractual provision of an issue may require
that dividends not be paid in excess of net earnings plus
a stated dollar amount and it may further require that the
dividends not redusce net working capital below a stated dol-
lar amount. Thus, before dividends could be received by the
stockholders, both conditions would have to be fulfilled.

The restriction that dividends can not reduce net work-
ing capital bslow a stated dollar amount was used in all
five of the issues whioh had more than one restriotion. The
restriotion was used in conjunction with the restriotions;
not in excess of net earnings plus a gtated dollar amount in
three of the issuesi not in excess of a stated percentage of
net earnings in one of the issues; and current assets must
be maintained at a stated percentage of ocurrent liabilities
and funded debt in one of the issues,

' The restriction that dividends can not reduce net working
oapital below a stated dollar amount and the restriction that
current assets must be maintained at a gtated percentage of
current liabilities and funded debt were used in conjunstion
with other restriotions in 83.3 per cent and 50.0 per cent,
respectively, of thelr total usage in the issues examined by
this study. Therefore, it appears that these restrictions
are used primarily in conjunction with other dividend restrioc-

tions in the subordinated debenture contract.

Restriotiveness of the Dividend Restristion
The restriotions imposed on the payment of cash dividends
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in the subordinated debenture contract do not appear to
pProvide much restriction on the payment of dividends to
stockholders., However, they would provide some proteotion
in a severe deoline of the company.

The Moody's Industrial Manual reports that the payout
ratio, per cent of net earnings paid out as cash dividends,
of industrials moved within a range of 50 per cent to £9
per cent payout during the period of 1955-1965 with the
average payouﬁ being in the lower SO per cent range. There-
fore, dividend restrictions such as no dividends in excess
of net earnings, proceeds of the sale of stock plus a
stated dollar amount and combinations thereof, would not
be too restriotive. The restriotion thet no dividends ﬁay
be paid in excess of & percentage of net earnings is the
most restrictive of this type of dividend restriotion.

The restriotion that dividends can not reduce net worke
ing capital below & stated dollar amount and the restrisction
that current assets must be maintained at a stated per cent
of ocurrent liabilitiles and funded debt do not appear to offer
much restriction. A survey of these restrictions revealed
that the stated dollar amount and the percentage of ocurrent
liabilities and funded debt ellowed a congidersble amount
" of freedom. These restristions are commonly used in conjunce
tion with other restrictions, thus the necessity of meeting
more than one requirement may result in an increased amount
of restriction.

The "Other® restriction, which prohibits dividends so
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long as a specified dedbt remains outstanding provides the
greatest short-term and possibly long-term restriotion.
However, its use, as shown in Tadble IX, is quite limited.

Generally, the dividend restriotions examined in thig
study were not too restriotive. However, the restriotiveness
depends primarily upon the finanoial position of each indi-
vidual company. It appears that the restrioctiveness of the
dividend restrioction varies inversely with the usage of

the various types of dividend restrioctions.,

Funded Debt Restrictions
The possibility that the corporate igsuer of bonds may

oreate so much debt that, in essence, the holder of the
subordinated debenture may be written out of any prinoipal
repayments in the case of a business fajlure is a conoern to
the holders of subordinated debentures, The excessive creation
of additional debt by the corporate igguer may also reduce the
opportunity of the holders of subordinstea dedbentures to
receive their interest payments. Conceivadly, without a
funded debt restriction, a situation goylgq develop where the
holders of subordinated debentures wouldg not receive their
interest payments, which is an event of default, but would
Dot begin default proceedings since they would receive 1ittle
Or no principal repayment as a result of any liquidation.
\Thorofore, the funded debt restriction shoula provide some
Protection from the ocourence of thig type of situation and
maintain the relative position of the holders of the subor-
dinated debdentures.

The funded debt restriction wag included in slightly
more than one-half of the new subordinateq dedbentures issued
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during the period, 1955-1965. Table X reveals that 54.3
per cent or 1 of the issues ocontained a funded debt restrio-
tion as opposed to 45.7 per cent or 43 of the issues which
had no funded debt restrioctions.

There appeared to be no development of any trends in
thé usage of the restriotions. There was no increased usage
which could bs attributed to a buyers market or decreased
usages which would be attributed to & sellers market. A
 possible exception 1s the increased use of the funded debt
restriotion in 1965 which may be attributed to a buyers

market. ,

- Conditions When Funded Debt Resgtriotions Apply
An examination of the contrastual provision of subor-

dinated debenture issues reveals that various conditions
must exist before the funded debt restrioctions become
effective. Some of these conditions were used quite fre-
quently, while otheras were not. |

The conditions restrioting the oreation of additional
funded debt in order of their frequency of usage were: (1)
Net tangible assets equal at least a stated percentage of
funded debt; (2) Consolldated tangible assets minus conso-
lidatod ourrent liabilities equal at least a stated percen-
tage of funded debt; (3) Average net income for a stated
nunber of years equal at least a stated percentage of annual
fixed charges on funded debtj (4) Not in excess of the sum
of debentures plus oonsolidated capital and surplus; (5)
Net worth equal & stated percentage of long-term debt; and



5

TABLE X

SUBORDINATED DEBENTURES WITH FPUNDED DEBT
RESTRICTIONS, 1955-1965

e —

Year Restrjotions - No_Restrigtions Total Issues
- No. % No. 3
1955 3 50,0 3 50.0 6
1956 b 50,0 4 50,0 8
1957 5 555 B bb.s 9
1958 b 7.1 3wy 7
1959 9 693 b 3047 13
1960 9 8.9 2 18.1 11
1961 3 250 9 75.0 12
1962 3 378 [ 62,5 8
1963 3 4249 4 57.1 ?
1964 2 33.3 & 6647 6
1965 S 875 1 12.% 2
s S B s g

Source: Compiled by author from Appendix C.
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(6) Others.>

A statistical breakdown of the relative use of each
type of condition 1s shown in TableXI. The ocondition that net
tangible assets equal at least a stated peroentage of funded
debt and the condition that consolidated tangible assets
minus consolidated current liabllities equal at least a stated
percentage of funded debt were used in an equal number of the
1ssues and were inoluded in a total of 72.8 per cent of all
the igsues containing the funded debt restriotion. A survey
of the peroentage of funded debt to the adbove conditions indi-
cated that the percentage was usually within the range of
175 per cent to 225 per cent and the average approached the
upper limits of the range.

It would appear that net consolidated tangidle assets
would be the same a8 oonsolidated tangible assets minus con-
solidated ourrent assets, However, this is not the case.
Consolidated net tangibdble assets is usually defined ass

L

and intangible assets, less all liabilities (other

than appropriations of earned surplus and reserves

for deferred inoconme gaxos) and adjustments for
minority interests.®

Se0thers” consists of two conditions. The first
ocondition that no funded debt may be created in excess of a
stated dollar amount was used in one issue and the second
ocondition which did not authorize the issuance of additional
funded debt was used in two of the issues examined by this
study.

6Chance Vought Airoraft, Inc., Prospectus, June 2§,
1957. Pe 150
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The term consolidated tangible assets is usually defineds

"The total of all assets...of the company and its
subsidiaries at their net book value, but excluding
any ocapital write-ups resulting from reappraisals

of assets or investments after (date), treasury stock,
goodwill and unamortized discounts and expenses
incurred in conne$tion with financing by the issuance
of securities..."

and consolidatéd current liabilities 1s defined:

“The aggregate of the current &1ab111t1e8 of the
company and its subsidiaries,.”

Although the definitions glven afove are used in most of the
issues, they may differ from one igsue to another.

It may be noted that the percentage of the types of
condifiona total a figure exceeding 100 per cent. This
results because four of the 1ssues 1lhposed more than one
condition on the issuance of additional funded debt. The
condition that average net income for a stated number of
years equal at least a stated percentage of annual fixed
| charges on funded dedbt was‘used in conjunction with other
restrictions in three of the five times the condition was
used. No combination of conditions was used more than once
in the issues examinqd. T
Restrictiveness of the Funded Debt Restriotions

The restrictions imposed on the creation of additional
funded debt do not appear to be very restrictive. The lack
of restriction is due in part to the conditions when the
restrioction applies. A survey of several issues indicated

7Douglas Airoraft Company, Inc.,. Prospectus, February §,
1957, pe lbe '

8Douglas Airecraft Company, Inc., Prospectus, February §,
1957. Pe lbo
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that the conditions would offer very little restriotion dur-

ing the course of normal opsrations.

The restriotiveness of the funded debt restriotion is
linited by the definition of the term itself. The indenture
of the convertible subordinated debenture of Burlington Indus-
tries, Inc., defines funded debt asi "any indebtedness (other
than the convertible subordinated debentures) subordinated
to the senior indebtedness of the company.'9 Funded debt

may means

®"indebtedness for money borrowed which would in
accordance with generally accepted accounting

practice be claszsified as funded debt but does not
include senior indebtedness, debts sesured by liens

of the type permitted by the indenture or indebted-
ness arising in connection with the sale, discount,
guarantee or pledge of oustomera' accounts of paper.®10

Funded indebtedness may also be defined as follows:

*Debt which matures more than one year after the date
such funded indebtedness is determined, but there is
excluded from such definition, among other things, (a)
debt secured by certain permitted encumbrances inoluding
purchase monsy mortgages or other liens oreated simule
taneously with the acquisition of construection of
property snd encumbrances existing on any property

at the time of aoquisition, (b) debt secured by any
enounbrance hereafter oreated on any unimproved
property now owvned by the oompany, (o) debt secured by
certain permitted encumbrances, including liens created
under Regulation V of the Federal Reserve Systen or,
under specified conditions, in comnection with war or
defense production, (4) dedbt, whether sesured or
unsecured, ldentified with government contracts for
production, research, or development, (e) debt incurred
for the purpose of enabling the Company or a Subsidiary
to hold or finance oustomers' paper arising out of the

9Burlington Industries, Inc., Prospectus, October 20,
1955, p. 1k ‘

1052410 Corporation of America, Prospectus, November
17, 1955, pe 25,
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sale of products or merchandise and (f) dedbt hereafter
vertible subordinates deventuresseil . o o 00
The net result of these assorted definitions of funded

debt for the purposes of the funded dedbt restriction is that
the restriotion, generally applies only to dedbt of a rank
equal to the subordinated debdentures.

The funﬁed debt restriotion allows a considerable amount
of freedom in the creation of additional funded debt both by
the conditions under which it becomes effective and by the
limited smount of debt to whioh it applies. It does not pro-
teot the holders of the subordinated debentures from having
their relative position deteriorate by the creation of other

debt.

Summary

It appears that neither the dividend restriction nor
the funded debt restriction affords much protestion to the
subordinated debenture investor. These restriotions would
be of small value, other than as & sales attraction, until
such time as the corporate issuer is experiencing financial
diffioulty and their protection at that time i1s questionabls.
The dividend restriotion appears to offer the most protec-
tion to the investor. Generally, the funded debt restriction
may allow the position of the holders of subordinated deben-
ture to completely deteriorate before it beoomes applicable
since the definition of funded dedbt is limited to a rank
equal to that of the subordinated debenture issue, but not to

19113«1::3 Airplane Company, EProspectus, July 15, 1958,
Pe 19, |
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those securities which ai'o granted more or less priority
than the subordinated debenture.



. CHAPTER V.
 MISCELLANEOUS PROVISIONS

- This chapter will explore several provisions which
may be included in the subordinated debenture ocontraot, but
have not been discussed in the previous material. Some of
‘thoao provisions are inocluded in nearly all sudbordinated
debenture contraocts while others are only used occasionally
but do merit some discussion.

Simking Fund Provision

The objeotive of the sinking fund is the eventual
retirement of the subordinated debenture issus. The provi-
sion protects the holder of the subordinated debenture by
providing an orderly reduction in the volume of outstanding
subordinated debentures. The sinking fund provision was
inoluded in 88 or 93.6 per cent of the subordinated daben-
ture contracts examined in this study and was exoluded in
only six of the issues.l A study of the mandatory sinking
fund oontributions revealed that the payments would generally
retire between 60 per cent and 70 per cent of the subordinated
debenture issus.

The typiecal sinking fund provision of a subordinated
debenture contract specifies, (1) The time when mandatory
sinking fund payments are to commence; (2) The rate of the

S

15ee table XII.
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payments, whether it be a dollar amount, percentags of the
Prinocipal or other means of detsrmining the contribution
rate; (3) The form of payments, Whether the contribution is
to be cash, surrendered subordinated debentures, subordinated
debentures which have been converted or combinations thereof';
and (4) How the trustes 18 to apply the cash contributions
which may be tho purohhsi of outstanding sudordinated deben-
ture issues or the purchagse of other securities. A typleal
sinking fund provision of a cubordinat.a debenture issue may
be illustrated by the convertible subordinated debenturs of
the Oxford Paper Company due Oetober'l. 1978 which states:

"As a mandatory sinking fund for the Debentures,
the Company will agree to pay $745,000 to the
Trustee before October 1, 1967, and before October

1, thereafter to and including October 1, 1977.

At the option of the Company, sinking fund payments
may be made in whole or in part in 2§.n or lnygobon-
tures surrendered or by oredit for Debentures conver-
ted or redeemed (other than Debentures redeemed
through the msndatory sinking fund), such Debentures
being credited at their principal amount. The Trustee

may apply any oash in the sinking fund4 (if $25,000 or
more) to the redemption.on such Ootober 1 of outstande

e 1 TR e el e
on.,

Table XII shows the nunber of years which must lapse
befors payments to the sinking fund are required. The table
indicates that 87.5 per cent of the subordinated debenture
issues examined in this study had a waiting period of one to
ten years with an average walting period of about five years.

The lapse of time before sinking fund payments begin allows

. 20xford Paper Company, Prospectus, Osctober 14, 1958,
Pe 17,
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the issuer time to implement the borrowed capital and delays
the burden of the sinking fund payments. The walting period
is to the advantage of the issuer and is indirectly advanta-
geous to the investor. In light of the fact that the payment
of the sinking fuhd contribution immediately after the issuance
of the subordinated debenture would be detrimental to the
{gsuer and defeat the purpose of borrowing capital, the five
year aver@go lapse does not appear to be unreasonable.

The amount of the mandatory contribution to be made by
the issuer to the sinking fund was most frequently found to
be a fixed dollar amount. Thus a specified dollar amount
must be presented to the trustee each year for the sinking
fund., As shown in Table XIII, 39 or 44,3 per cent of the
issues required that a specifled percentage of the principal
amount of the subordinated debentures outstanding on a speci-
fied date, usually the date of the first required sinking
fund payment, be set aside for redemption of the subordinated
debentures. Thers were 19 or 21.6 per cent, of the issues
having a sinking tpnd that based the amount of contribution
on a fixed percentage of the subordinated debentures outstand-
ing on a‘apeoltied date. The third category besed the contri-
bution on & variable dollar amount. The variable dollar
basis of contribution requires that the specified amount
inorease several times during the life of the subordinated
debenture issue. The fourth category i1s similar to the varia-
ble dollar basis of contribution. It requires that the per-

centage of contribution inocrease several times during the
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TABLE XIIX

PERIOD BETWEEN ISSUANCE AND THE
FIRST SINKING FUND PAYMENT, 1955-1965

.5 6-10 11-15 160 e Istuer

Years Years Years  Years Sinking Sinking
Year No. % No. % No. % No. % Pund Fund
1955 3 60.0 2 40.0 0 00.0 0 00,0 - .
1956 b 571 2 28,6 1 143 0 00.0 © 7 L
1957 8 88.2 1 111 O 00,0 0 000 - g ,
1958 1 16.6 1 16,7 4 66.7 0 00,0 ¢ 6 .
1959 7 539 5 385 1 7.7 0 00,0 ¢ 13 .
1960 4 364 7 63.7 0 00,0 0 00,0 « 33 .
1961 7 70,0 3 30,0 0 00.0 0 00,0 - 1 ,
1962 2 28.4 3 b2.8 2 28,6 0 o00.0 o .
1963 5 71.4 2 28,6 0 000 0 00,0 - o 0
1964 4 66,7 1 16,7 0 00.0 1 16,6 - ¢ 0
1965 2 28.6 3 42.8 2 28.6 0 00,0 © o 0
o5k 30 li0 Mk 11 g p

Sources Compiled by suthor from Appendix D.
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TABLE XIIIX
BASIS FOR MANDATORY CONTRIBUTION TO SINKING FUND

o ——

| r Percent Dollar Percent otal
Fixed Fixed Variable Variadle Other Issues
Year No. % No. % Noo % Noo % No.

1955 2 40,0 O 00,0 1 20,0 2 40,0 0 00,0 §
1956 3 42.9 0 00.0 1 14.2 0 00,0 3 42.9 7?7
1957 5 55.5 1 11.1 1 11,1 0 00,0 2 22,2 9
1958 3 50,0 3 50,0 0 00,0 0 00,0 o0 00,0 §
1959 5 38.5 2 154 3 231 0 00.0 3 23.1 13
1960 6 54,5 2 18,1 1 9.1 0 00,0 2 18.1 11
1961 § 50,0 3 30,0 0 00,0 1 10,0 1 10,0 10
1962 3 42.9 3 42,9 0 00,0 1 14,2 0 00,0 7
1963 2 28,6 2 28.,6 2 28,6 0 00,0 1 142 7
1964 1 16.6 2 3343 2 333 1 16,6 0 00,0 6
1965 b 57,1 1 1.2 1 18,2 1 3b.2 0 00,0 _7

2 M9 21612 136 6 6.8 12 13.6 88

Sources Compiled by the author from Appendix D.
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life of the subordinated debenture issue. The final category,
"others,” 18 composed of other procedures for determining the
rate of contribution. This category is generally composed of
Prosedures which require that the oont:ibutlon be based on a
fixed or variabdble perogntago of net earnings.

The fixed dollar and fixed percentage basis for sinking
fund contributions provides the most consistent contribution
to the sinking fund. The variable dollar and variable per-
centage basis provides some relief to the issuer from large
sinking fund contributions shortly after the issusnce of the
subordinated debenture. The "Other" methods of contribution,
usually based on net inoome, may result in an unstadble contri-
bution to the sinking fund. Relating sinking fund eontribu-
tions to the size of profits may be & better procedure from
the standpoint of .the holder of subordinated debentures since
the fixed contribution must be met in good and bed years.
Fixed requirements can strait-jacket a corporation to the detri-
ment of the holders of the subordinated debenture.

The sinking fund provision may also provide the issuer
With the option of making contributions to the sinking fund
in addition to the mandatory contributions. Thus .the optional
sinking fund contribution allows a faster retirement of the
;ssue. but at the discretion of the company. The optional
sinking fund provision is usually restricted. The optional
contribution usually can not exceed the amount of the manda-
tory contribution. As shown in Table XIV, 38 or 43.2 per cent,
of the 88 subordinated debenture issues which include a sink-
ing fund provision, also included en optional sinking fund
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contribution provision. Although the optional sinking fund
provision was inocluded in less than one-half of the issues,
it appears that the provision has gained some popularity dur-
1n8 ‘the period covered by this study,

Callablo or Redengtion Proviaion |

' anh of the 94 :ubordinatod debenture contracts examined
by thia ltudy contained 8 callable provision. The call feature
is a dovice that operates largely for the benefit of the cor-
poration ;hgt has 1lauod_tho securities. It iz to the advantage
of thonisﬁuing oorporation to have a call‘clauso in order that
a burdonsone subordinated debenture issue may later be
elininated. or roplacod it conditions should warrant taking
such aotion._ At the time'vhen new finanoing is needed, the
interest ,;t; may be at a high level. If interest rates fall
durins the life of the auhordinatod debenturs, it may be advan-
tageous for the company to roplaoe the outstanding issue with
& new issue with a lower interest ;ato. Another reason for
th; call piﬁiii;on is that the company may find that certain
terms of the indenture are too restrictive and they may there-
fore want td b§ in a position to remove these restristions by
calling the outstanding subordinated dedentures.

In ciehor of these cases it would not be to the advan-

tage of the holder of subordinated debentures to have his
issue oaliod; If the corporation calls a high yielding sub-
ordinated debenture issue in tines og low interest rates, the

holder must seek new sources for his savings, in all probabi-
1lity at a correspondingly low rate. If the issue is called



TABLE XIV

- OPTIONAL SINKING FUND PAYMENTS

és5

gz;::g:i g:gﬁi:gogund gﬁ;ﬁ:ﬁii gggk%:gm;ggid ?33333
Year "Nos % 3 Ko, £ No.
1955 2 40.0. 3 60.0 5
1956 2 28.6 5 7.4 7
1957 LA 0 5 5545 9
1958 2 333 L 6646 6
1959 2 15.4 11 84.7 13
1960 8 72.8 3 27.3 11
1961 b 40.0 6 60.0 10
1962 3 k2.9 b 571 7
1963 b 57.1 3 42,9 7
1964 3 50.0 3 50,0 é
1965 k4 52.1 2 42,9 2

B a2 0 5.8 g8
Sourcet Compiled by author from Appendix D.
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because of the terms of the indenture, the holder will probab-
ly reinvest his savings in a security which has terms that are
less attractive than those contalned in the previous issue.

The provision allows very little delay in the implemen-
tation of the call privilege. “As shown in Table XV, 90 or
95.8 per cent of the issues were callable within four years
after the issuance of the subordinated debenture.

To compensate the holder of subordinated debentures for
the disadvantages of the call provision, most of the examined
“issues provided a premium, if the security was called for
purposes outside the scope of sinking fund operations. The
call price was found to be either fixed or decreasing. Under
the provisions of the fixed call price the amount received
by the bond holder remains the same whether the subordinated
debenture is called immediately after issuance or twenty
Years later. The decreasing call price drops a small amount
every several years until the par price 1s attained. The
premium that 18 paid by the corporation, if the issue is
called,’ 18 thereby eliminated after a period of years.

"As indicated in Table XVI at least 80 per cent of the
examined issues called for the decreasing call price. Table
XVI shows the number of years that are needed to reduce the
call price from a premium to the par price. A majority of
the issues required more than ten years to reduce the call
price to par. Generally, the call price does not attain par
until a very few years before maturlty, and in some cases

the call price does not reach par at maturity. Thus the
holder of the subordinated debenture usually receives a
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TABLE XV

PERIOD BEFORRE REDEMPTION MAY BEGIN
(outside the scope of sinking fund operations)

o - 1-4 $-9 10 -20 Total
Year Years Years Years Years Isgues

. NOe % Noe« % No. ) 4 Noe. % No.

1955 § 83.3 1 16,6 O 00,0 0 00.0 6
1956 7 87.5 1 12,5 0 00,0 O 00,0 8
1957  9°100.0 O 00,0 O 00,0 O 00.0 9
1958 6 85,7 O 00,0 O 00,0 1 142 7
1959 11 847 2 154 O 00.0 0 00.0 13
1960  11'100.0 O 00,0 O 00,0 O 00.0 1%
1961 9 75,0 3 250 0 00,0 0 00.0 12
1962 7 87.5 0 00,0 O 00,0 1 12,5 g
1963 3 42,9 3 42.9 1 12 0 00.0 9
1964 3 50.0 2 33.3 1 16.6 0 00,0 é
1965 _7100.0 0 00.0 _O 00.0 0 00.0 _7

28 8.0 12 128 2 21 2 21 g

Sources Compiled by author from Appendix E.
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TABLE XVI

- PERIOD OF TIME BETWEEN BEGINNING
REDEMPTION BRATE TO PAR CALL PRICE

: 0 1-10 11 - 20 21 - 30 More than Par
Year  Years Years Years Years At Maturity

No. ’ No. ’ No. ’ No. x No. ) ’

1965 0 00,0 1 b 66.6° 0 00,0 1  16.6
1956 1 12,5 1 12,5 &4 50,00 1 12,5 "1 12.5
1957 2 22,2 2 222 4 b 0 00,0 1 11.9
1958 0 00,0 1 14,2 5 718 1 14,2 0 00.0
1959 0 00,0 2 154 9 693 1 9,9 1 7.7
1960 1 9.1 0 00,0 9 81,9 0 00.0 1 9.1
1961 1 83 2 166 9 749 0 00,0 0  00.0
1962 0 00,0 O 00,0 5 62.5 2 25,0 1 12,6
1963 1 4.2 3 42,9 3 k2.8 0 00,0 O  00.0
1964 2 33.3 0 00,0 3 49.9 1 16,6 0  00.0
1965 1 4.2 0 00.0 _5 21.3 0 00.0 _1 4.2

2 28 L2 128 0 98 6 6k 7 g

Sources Compiled by author from Appendix E.
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premiun for the inconveniensce of having his securities called
before maturity, 1f the security is called for purposes other
than sinking fund operations.

The previous discussion has been concerned with the
callsble provision for purposes other than those inside the
acoﬁo of sinking fund operations. This section will be con-
oornQd'with the use of the callable provision for sinking fund
operations. The dlctinotion between sinking fund operations
and non-sinking fund operations results from the faot that
8inking fund operations are required by the indenture and non-
s1ﬁk1ng fund operations are for the benefit of the issuer.
Both the mandatory and optional einking fund contributions are
generally included in the classification of sinking fund opers-
tions, - |

Tablo'XVII indicates that 80 or 85 per cent, of the
1ssues éxamined included a provision whereby the corporation
nay oall the subordinated debenture for sinking fund purposes.
The call price for ainkiggffund purposes was par together with
acorued interest in nearly all of the issues examined in this
study, However, & few 1ssues did require a premium but at a
price lower than the call price for redemptions outside of
the scope of sinking fund operations, The resson for the
difference in the ¢all price for sinking fund operations and
non-sinking fund operations aeems to be that becsuse sinking
fund redenmptions are demended by the holders of subordinated
debentures for their protection, they deserve no premium when

their debentures are called for sinking fund operations; but
because non-sinking fund operations are undertaken to serve

the corporation's own financial objectives, the debenture



70

TABLE XVII

SINKING FUND REDEMPTION
(within the scope of sinking fund operations)

— :ziiauoa Ma,-;; Issu;iiigy Not Bo=k
e meNIRE BemLITRE RN
No. No. y 4
1955 5 83.3 1 16.6 3
1956 7 875 1 12,5 8
1957 9  100.0 0 00.0 9
1958 6 85.7 1 14.2 ”
1959 12 924 1 7.7 13
1960 11 100.0 0 00.0 11
1961 9 7540 3 25,0 12
1962 6 75.0 2 25.0 8
1963 5 714 2 28.6 7
1964 b 6646 2 33.3 6
1965 6  83.2 Y 14,2 2
- LR T’ 2

Sourcet Compiled by author from Appendix E.
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TABLE XVIIX
PERIOD BEFORE SINKING FUND OPERATIONS MAY BEGIN

_ 0~-h 5«9 10 - 14 15 oxr mors Total
Year Years . Years Years. . - Years Issues
. No.. % No. % No. £ No. &% :

1955 2 40,00 3 60,0 0 00,0 0 00.0 5
1956 4 57.1 1 1k2 2 28.6 0 00.0 7
1957 bbbk 5 55.5 0 00.0 0 00.0 9
1958 1 16,6 2 333 3 5.0 0 00.0 6
1959 § 38,5 6 h6.2 1 7.7 0 00.0 12
1960 2 18,2 8 72.8 1 9.1 0 00.0 11
1961 § 55,5 b bbb 0 00,0 0 00,0 9
1962 0 00,0 - 3 500 2 333 1 16.6 6
1963 4 80,0 O 00,0 1 20,0 O 00,0 5
1964 1 25.0 3 750 0 00,0 0 00.0 4
1965 2 333 -2 333 2 3.3 _0 00.0 6

20 325 2 B0 12 150 1 L5 &

Sources Compiled by suthor from Appendix E.
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holder should be compensated.

. The periods bafors sinking fund operations may begin
1s shown in Table XVIII. The table indicates that the pro-~
vision is implemented in a majority of the cases within ten
Jears after the issuance of the subordinated daebenture.

- There 18 & large degree of oorrelation betwsen Table
XVII and Table XII. This is not surprising since sinking
fund contributions should coincide with the oall provision
for ginking fund operations.

Events s of Default
The holdera ot lubordinated dobenturen as unseoured

oroditorn and the truateo in his role as protector of the
uuhordinated dobenturo holdor'n 1ntoreats. do have full
power to take legal actlons to enforce their rights in the
absence of permissive provisions in the indenture. However,
the 1ndentur§ usually_tnthorizcl various kinds of legal
actions. The indenture usually defines what are "events
of ditault' and detorlbca vhat the trustee and holders of
the subordinated debentures may do for the holder's protec~
tion upon the oéouronoq of such events, This provision was
included in all of the subordinated deventure contracts
examined in this study.

The "Events of Default and Notice Thereof* provision of
the subordinated debenture contract s 11lustrated by the
oonvoftiblo subordinated debenture of Radio Corporation of
America due December 1, 1980 whioh states;

The following events are defined in the Indenturs

as "events of default¥: fallure to Pay interest for
thirty daysj fallure to pay principal or sinking fund
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installments when duej fallure to perform any other
covenants for sixty days after noticej and certain
events of bankruptey, insolvency or reorganization.

The Indenture will provide that the trustee
shall, within ninety days after the occurence of a
default, give to the debentureholder notice of uncured
defaults known to it (the term default to inoclude the
events specified above without grace); provided, that,
except in the case of default in the payment of prin-
oipal (or premium, if any) or interest on any of the
Debentures or the payment of any sinking fund install-
ment, the Trustee shall be protested in withholding such
notice if it in good faith determines that the with-
holding of such nofice is for the interests of the
debentureholders.”

Modification of Indenture

The modification of indenture provision, which was
included in all of the subordinated debenture contracts
examined by this study, gives the corporation a means of
changing or eliminating features of the indenture whish may
be burdenscme, other than the redemption of the issue and
replacement of the ;cauo with a new 1ssue which may be
costly or diaadvaﬁtazeoul to the corporation. The modifi-
cation of indenture usually provides that any of the terms
or oonditions of the Indenture can be modified, except the
interest rate, the principal obligation, and the due dates
of interest and prinocipal with the consent of a specified
proportion of the holders of outstanding subordinated deben-
tures. The provision does not prevent the corporation from
going to the holders of subordinated debentures with propo-
sals affeoting the interest rate, the principal obligation
or the due dates of interest and principal. However, changes

affecting these features would need the consent of a muesh

JRadio Corporation of America, Prospectus, November 17,
1955, ps 25. |
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greater percentage of the holders of the outatanding subor-
dinated debentures in order for the changes to be upheld
by the courts. ‘ o _

A typloal m@ﬁiricatipn of indenture pgovilion‘is
illuctfatéd,by the convertible subordingt&d debenture of
Burliﬁgton induqt:ies.';ng,. dus October 1, 1975. The
provisibn:statoss.' C

'Thﬁllndenturo‘may be modifled with the consent of

the holders of 66 2/3% of the Debentures, provided

" that no change shall be made Which will {a) permit the
extension of the time of payment of the principal

at maturity of, or the interest on, any Debenture,

or a reduotion in principal or premium or the rate

- of interest, or alter or impair the right to oconvert
such Debentures into Common Stock at the prices

‘end upon the terms provided in the Indenture, with-

out the consent of the holders thereof, or (b) reduce

the above-stated percentage of Debentures the consent
of the holders of whioh 18 required to modify or
alter the Indenture without the consent 3r the holders
of all the Debentures then outstanding,"®

The previoun discussion in this chapter has been con-
cerned with provisions which are included in the subordina-
ted debenture ocontract quite frequently., The remainder of
this chapter will desoribs some provisions of the contraoct

whioch are not used as frequently,

Creation of Liens
The convertible subordinated debenture of Burroughs

Corporation due December 1, 1981 1llustrates the oreation
of liens restrioction. The provision is usually stated as

followss

bpurlington Industries, Inc., Prospectus, October
20, 1955, ps ke | '



75

*Ths Indenture will provide that neilther the Company

nor any Subsidiary may oreate, assume or permit to

exist, except in favor of the Company or a wholly-
owned Subsidiary, any mortgage or other lien upon any
of its or their property, without equally and ratably
seouring the Debentures zlubjeot to the priorities of
paynent of the Senior Indebtedness), but this restrio-
tion will not apply to (a) certain permitted encum-
brances desoribed in the Indenture, including purchase
money mortgages, and liens oreated contemporaneously
with the aoquisition or construction of property to
secure or provide for the payment of the purchase or
oconstruction price of .ubh?proporgy, or (b) any pledge
of customers! accounts °f paper.”

The oreation of liens restriction does not appear to be
too restrictive. The reatriofiqn would allow the company to
create a considerable amount ?tfliena before the restriotion
becomes effective. Thus the foqtriction does not appear to
offer mush protection to the ;ntcroata of the holder of the
subordinated debentures. Tho%rqstriotlon may also speocify
that the restriotion does not come into effect unless certain

i .
eonditions exist such as the fggregate prinocipal amount of
seoured outstanding 1ndebtedn§sq at any one time shall not

exceed a specific dollar amount.

Covenant Regarding COnsolidati Q.‘ggggg; end Sale

The covenant regarding oconsolidation, merger and sale
provides that in the event of a consolidation, merger or
eale of the company, the debenture holders will retain their
p;iority position. The covenant does not appear to be res-
trioctive in nature. It only guarantees the maintenance of
priorities if this type of situation should arise. The
convertible subordinated debenture of Burroughs Corporation
due December 1, 1981 demonstrates this covenant, The
Provision states:

———

SBurroughs Corpe., Prospectus, November 30, 1956, p. 16.
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*The Indenture will also provide that no consolidation
or merger of the Company &and no sale of all or
substantially all of its property shall be made

with or to another corporation having any obligations
secured by mortgage if any sassets owned by the Company
immediately prior thereto would become subjest to

the lien of such mortgages, unless the Debentures
shall be secured by a direct lien upon all such assets,
prior in rank to all liens other than any theretofore
existing thereon, subject to ghc priorities of pay-
ment of Senior Indebtedness.” .

- Covenants Rbgard;gg Subsidiaries
Other than the previously mentioned restriction, which

inoluded subsidiaries, the contrast of the subordinated
debenture may restriot the issuance of common and preferred
stoock by a subsidiary or disposal of its stock, indebtedness,
and assets. The typlcal covenant regarding subsidiaries is
usually stated as followss

*No subsidiary may (a) issue any preferred stock exoept
to the Corporation or a Subsidiary or (b) issue any
ocommon stock unless after such igsuance of common it
remains a Subsidlary. The Corporation further agrees
not to, nor to permit any Subsidiary to, sell or other-
wise disfoso of any stock or indebtedness of any Sub-
sidiary (except to the Corporation or a Subsidiary)
unless, among other things, all sugh stock and indebted-
ness then omed by the Corporation and its Subsidiaries
1s so0ld for the fair wvalue thereof., .The Corporation
will not permit any Subsidiary to sell or otherwise
dispose of all or substantially all of its property and
assets, exoept to the Corporation or another Subsidiary,
unless, among other things, the consideration received
equals the falr value of the assets so disposed of. The
Corporation or any Subsidiary may sell or otherwise
dispose of any securities of any Corporation which is
not itself a Subsidiary."?

This covenant like the covenant regarding consolidation,

merger and sale is not restrioctive in nature. It 1s designed

66Burrougha Corporation, Prospectus, November 30, 1984,
P. 16,

67Chanoe Vought Aliroraft, Ine., spectus, June 15, 1957,
Pe 16,
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to reduce possibles dilution qf thg corporation's total capi-

tal Qﬁd théreby:feduqe the chﬁnceslo( the dsbenturs holder
Tegaining his investment in the case of liquidation.

Mainteﬁéhcg;gg Prdpertz '

The maintenance of property provision, slthough it s
not usga'rrgquently, attgmpts to maintain the fixed assets
of the corporation in a conditlon such that the debenture
holders can get a return on hls investment in case of liquida-
tions It is also.to the debenture holder's advantage since
the maintensnce of property seems to be a necessity for a
profitable business.

The‘maiﬁtenanoe of property provision is illustrated
by the convertible subordinated debenture of Thompson
Products, Inc., due August 1, 1982. The provision states:

"The Company will cause all bulldings, plants and

other properties owned or operated by it or any of

its Subsidiaries to be maintained in such eondition,

repain and working order and supplied with all such

necessary equipment as in the Judgment of its_Directors

18 necessary in the interest of the Company,.*8

The provision does not appear to offer the holders

i _
of subordin;ted.dobentures much proteotion since the judg-
ment of proper maintenance of property is left to the Direo-

tqra' disorotion.

Coyenant Regarding Sale and lLease-Back
The covenant regarding sale and lease-back 1s included
in a small number of subordinated debenture contractgs. This

8Thompson Products, Inc., Prospectus, August 12, 1957,
Pe 22,
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' provision restricts the creation of sale and lease-back

contracts to short pe:;odqqu‘timg and only after certain
conditiohs.gx;at.' The rggtrietion on the covenant resaiding
sale and lease-back is ﬁéualli qﬁite similar to the restriec-
tionslllimposed on the creat_iq_n.of finded debt end is usually

stated as follows:

", sothe Corporation will not, and will not permit any
domestic subsidiary to, sell and lease-back any manu-
faoturing or procsssing plant for a period of ten years

~ or more unless, after glving effesct to such sale and
adjusting consolidated funded dedbt and consolidated
net tangible assets by adding to each thereof an
amount equal to the sale price, consolidated net tan-
gible assets will not be laaa than 175 per cent of
consolidated funded debt."’

fhe covenant does not appear to be too restrictive and is
another attempt to maintain the debenturs holder's relative
position in case of llquidation.

901in Mathieson Chemical Corp., Prospsctus, November
194 1957, pe 28.



CHAPTER VI
CONCLUSIONS

The subordinated debenture 18 a hybrid.security which

" has emerged to meet changlng situations that develop in the
capital markets. It was first' used by finance companies and
1t appears that the finance companies are still the major

. users of the security. The subordinated debenture was first
used by industrial oorporations in the early 1950's. The use
of the subordinated debenture by industrial corporations
inoreased rapidly frofm 36 1ssues in 1955 to 77 issues in
1959, an inocrease of slightly more thah 100 per cent. The
‘humber of issues has deoreased since 1961 but the average
issue size has inoreased. |

| The subordinated debenture is sometimes referred to

as preferred stook, the dividends on which are deductible
'ag8 an expense for tax purposes. This statement ﬁrovides

two reasons for the use of the subordinated debenture. The
firat 13 that since the subordinated debenture is considered
"as equity capital 80 far as the senlor debt holder is con-
cerned, the issuanoe of the subordinated debenture increases
the net worth base and oonsequently provides an additional
credit base. The subordinated debenture 1s considered to
be equity capital by the senlor debt holder because the

ciaims of the holders of subordinated debentures are inferior
to the claims of present and future senior debt holders. The
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second reason is the fact that interest expense is deductible
for tax purposes whereas dividends are not deductible.

An examination of the converslon provision revealed that
1t was inoluded in slightly more than 75 per cent of the sub-
ordinated debenture confréota examlned by this study. The
inolusion of the conversion provision in the subordinated
debenture contract increased throughout the period under
study. The use of the provision increased from £9.4 per cent
in 1955 to 95 per cent 1n 1965,

The conversion provision may be included in the subor-
dinated debenture contract by the issuer for several reasons,
two of which ares (1) To give the security added attractive-
ness to the investor and (2) The isguer's desire for the even-
tual addition to common stock by the conversion of the subordi-
nated debenture. In most cases, & small market price inocrease
would make conversion profitable. The median level of a
profitable conversion was an increase of $4.03 per $100 unit
of subordinated debentures. The issuer appears to place the
eventual addition of common stock in a position of relative
importance when issuing convertible subordinated debentures.
Wwhy, then, does not the issuer sell common stock in the first
place? The issuer, later in making conversions, will receive
& better price for the common stock than it would have obtained
had 1t sold common stock at the time of offering the deben-

tures and the flotation costs upon an issue of subordinated
debentures are likely to be less than would be those of a
common stook flotatlon.

The dividend restriotion was included in 76.6 per cent
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of the subordinated debenture contracts examined by this
studys There were no definite trends developed in ths usage
of the dividend restriotion during the period under study. .
However, there was evidence that the restriction was included
in an inoreasing number of the subordinated dedbenturs contraots
when wnder the influence of & buyers market. This indicates
that the dividend restrioction 13 included in the subordinated
debenture contract for sales appeal, -

: The dividend restriction applies only to cash dividends
and generally does not apply to the dividends of preferred
stock outstanding on the date of issuance of the subordinated
debenture. - In most casss the dividend restrioctions woula
allow the corporation to pay dividends in excess of the net
earnings of :the corporation and in many cases the dividend
restrictions would allow the corporations to pay dividends
which are actually liquidation payments. Por example, the
dividend restriction of Fruehauff Traller Company's converti-
ble subordinated debenture provides that dividends can not
exceed acounulated consolidated net earnings plus net prooeeds
from the sale of stock and indebtedness plus 315,000,000.1
The total assets of the Company on December 31, 1955 were
$188.7 million. This dividend restriction would allow the
company to pay liquidation dividends of nearly eight per
c;nt in addition to 100 per cent of net current earnings.

Thus the dividend restriction allows the issuer a considerable
amount of flexibility in his dividend policy and does not
afford the investor much protection.

Py

1Pruehauf Trailer Co., Prospectus, March 6, 1956, p. 17.
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The funded debt restriction was included in 54.3 per
cent of the subordinated debenture contracts examined. There
was some evidencs that the funded debt restriction was also
included in the contract when under the influence of a buy-
ers market. However, this evidence was not as strong as
that shown by the dividend restriotion.

The funded debt restriotion allows the issuer mugch flex-
ibility in the oreation of funded debt and results in very
little protestion to the investor. The restrictiveness of the
funded debt restriotion is limited by two factors. The first
18 that funded debt 1s defined in such a manner as to only
include debt of & rank equal to the subordinated debenture.
The second factor is that the oconditions under which the res-
trictions apply are such that the issuer would be in serious
financial difficulty before the restriction becomes effective.
Thus the funded debt restriotion provides very little protec-
tion for the investor.

Generally, the dividend restriotion and the funded debt
Testriotion seen to be inoluded in the contract for sales
appeal to the unsophisticateéd investor, sinse they do not,
in fact, give the investor much protecstion,

The misoellaneous provisions which were present in
nearly all of the subordinated debenture contracts were the
.inking fund, redemption, events of default, and modification
of indenture provisions. These provisions did not appesr to

compromise the relative position of the holders of subordina-
ted debentures and are quite common in other types of debt
instyuments.
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Other miscellaneous provisions which were not frequently
included in the contract were concerned with the creation of
liens, covenants regarding oconsolidations, merger and sale;
sbusidiaries; sale and lease-back and the maintenance of
property. These pfovision- were inocluded in less than 25 per
cent.of the issues examined. These provisions did not afford
the investor muoh protection since they are absent in most
contracts and when tﬁoy are present, their restriotiveness
.18 quite weak. -

The examination of the subordination feature revealed
that the subordinated debenture is inferior to senior indebted-
ness. The definition of senior indebtedness provides the depth
to whioh the subordinated debenture is inferior. The senior
indebtedness to which the claims of debenture holders are
made inferior ususlly comprises all liabilities for borrowed
money, whether short-term or long-term; it inocludes, therefore,
. bonds of other classes, including ordinary debentures and
bank loans, whether secured or unsesured, but not accounts
payable to trade oreditors, acorued expenses and dividends
payable.

The subordination agreement 18 not something that is
new. It has been in existence for a considerable period of
ﬁlme and has been enforced by the courts on several ocoasions,
The subordinated debenture 1s unique in that the subordination
agreement has been combined with the other provisions of the

ordinary debenture which has resulted in a hybrid security,
Plaocing it shead of preferred stock and equal to trade

oreditors, but definitely at a lesser level of olainm than
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the general debt sgreements of corporations.
The subordinated debenture ie an inferior security. Not
- only does the subordination feature make the subordinated de-
benture inferior to nearly all of the oreditors of the issuing
compeny, it also is placed in an inferior position by the

terms of the ocontractual provisions,
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SUBORDINATED DEBENTURE ISSUES, 1955-1965

Dollar

89

Ma
Issues, Type and Year of Issue Volume Da:zrity
(Thousands)
1955
#%*Aldens, Inoc. 662
(Convs Subord. Deb.) (Ba)* 3 9/1/70
American Hide & Leather Co. 2,426 10/1/75
(Conv. Subord. Income Debe.)
Anerican Potash & Chemical Corpe. 7,000 3/1/70
(Conve Subord. Deb)
Bogue Elestrioc Manufaoturing Co. 2,000 6/1/70
Burl (Conv. I::bogd. Dobix)‘
ington ustries Ce 0,000
conts 02T g::g:g.éDZb.) 30, 10/1/75
n en Coe 10
(o . s i ol '3 3/1/80
osse ckwe Oe 00
NGk v
° gta ries Co 2.000
Daygq CORTe Subord. Deb.) ’ 12/1/75
yton Rubbexr Co 000
. {Conv. Subord. Deb.) 3 5/1/70
ron . . 1,500
Evans Sengnct o R0 s
8 uots Co. 0
Porpg| COBT:Bubord. Deb. ) 31500 5/1/75
exrro Corporation 6.00
vep (Conzdnggbordigneb.) »000 7/1/75
oremos Ty Ge 20,00
Pr hgggbgzgilneié)‘(sa)* . 20,000 7/1/80
e er Co. 1, £0
G éConv.'8?hord. Deb. ) »501 /1/75
era Corporation b
Gooq \Subord, Sinking Pund Debs) »156 1970
o oy Company © orn
. (?:bor?. Incone Deb.) 1,5h2 1975
race (W.R.) & Company 0.000
5 rro{gogz: 2uho§d. geb.) til 30, 5/15/75
e sotronics Corporatiocn 2,750
vap,,\ConVe Subord. Debe) V75 6/1/75
ar, Inde . 000
Lo kh(égéxi‘Subg:daoDeb.)tiBa)* L : 12/1/70
okhee rora rporation 0.000
Mo (Conx.tSubgid. ?:b;) te. In 39,000 5/1/80
remont Automotive Produots Ge 1,00
oy LCORY: Subords Deb.) 1,000 7/1/70
orYy pman OXDPe 2
(Conv. Subord. Deb.) 51000 7/1/70
Monroe Chemical Company 692 8/1/85

(Subord. Deb.)

(Continued on next page)



90

Dollar Maturity
Issues, Type and Year of Issue Volume Date
-— (Thousands)
lMueller Brass Company . 5,000 6/1/75
(Conv. Subord. Deb.) £
National Tea Company 15,000 11/1/80
(Conv. Bubord. Deb.)
*#Northeastern Steel Company 74350 2/1/75
(Subord. Deb.) (NR)* |
North?gp Aircrggt. Ino% ) 10,000 12/1/75%
onv. Subord, Deb. -
Northwest Nitro-Chemiscal, Ltd. 8, 500 7/31/65
(Subord. Income Deb.) 7
Pan Anerican Sulphur Company 4,651 4/1/67
(Subord. Incone Deb.)
Radio Corporation of America 100,000 12/1/80
(Conve Subord. Deb.)
*#3ervo Corporation of America 1,000 10/1/75
(COHV. Subord. Debo) (NB)'
TelAutograph Corporation 2,396 7/1/65
(Conv. Subord. Dab.)
Texas Industries, Ino. 6,000 6/1/75
(Subord. .Dabe) .
Textron American, Inc. 21’393 2/1/70
(Subord. Deb.) |
Thorofare Markets, Inc. 3,000 7/1/7%
U s (gggv..SubordinDeb.) ) oy
¢ Je ustries, Ino. 20
. .. Total 573?%7;
*8AC e Bt e InO l|, 000 4/30/
-Wrigle oXes,y. ° ’ 2
' (COng. gubord. Deb.) (Ba)® ~ 30/7
Allegheny Iudlum Steel Corporation 16,377 10/1/81
: (Conv. Subords Deb.)
American Machinery & Foundry Co. 10,897 2/1/61
(Conv, Subord. Deb.) |
Arden Farms Company S 1,100 2/1/86
(Subord. Deb. o
Atlas Plywood Corporation 3:,C<0 11/1/75
(ngvEASubor%i geb.) 20,155 L2/
orporatio R
?gonv. Suberd. Sinking Fund Deb.)
Celotex Corporation 10,000 5/1/76
(Conv, Subord. Debe) . -
##Century Food Markets Company 2,000 9/1/76
Chy _(Conv.ISubo§g.1De§a% cg%;any é 400 py
cago Rallwa uipme ’ 1
{Cumalative Subord. Income Deb,) 9/1/n
Coastal States Gas Producing Co. 2,500 2/1/7

(Conv. Subord. Deb.)

(Continued on next page)

$
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Dollar Maturity
Issues, Type and Year of Issue Volunme Date
(Thousands)
Combustion Engineering, Inc. .1%,000 6/1/81
(Conve Subord. Sinking Fund Deb.). ,
Cott Beverage Corporation 15500 1/1/76
(Conv.' Subord. Debo) )
. Curtiss Publishing Comp 25,000 10/1/86
(Subord. Income Deb. : .
 #*Eagtern Corporation 4,090 5/15/86
(COnVo Suboxrd. Dﬁbo) ‘BB)’ . .
 Fansteel Metallurgical Corporation 3,000 10/1/76
(Subord. Deb.) _ .
Fruehauf Traliler Company 29, 549 3/1/76
(Conv. Subord. Deb.)
Gardner - Denver Company 10,000 10/1/67
o (Conv, Subord. Debs)
~ General Ameriocan Transportation Corp. 23,811 5/1/81
(Conve Subord.;Deb.) ,
General Tire & Rubber Company 2,553 4/1/81
(Subords Deb.) : . :
#*Georgla-Paocific Corporation +. . .11,000 7/1/71
(Conv, Subord. Deb.) (NR)®
Georgia~Pacifisc Corporation © . 15,389 7/1/76
. (Subord. Deb.) : )
Grain Elevator Warehouse Company . . 24353 7/1%/76
(Conv. Subord. Deb.) : . A
Ling-Temco-Vought, Inc. : . 5,000 10/1/71
(Conv. S8ubord. Deb.) , .
Lowenstein (M.) & Sons, Inoc. : . 40,000 2/1/81
(Conv. Subord. Deb.)
Mack Trucks, Inc. . . 30,000 9/1/68
wopy ‘8“‘”"‘;" g‘:‘fi) . 10,000 /15/86
nneapolis-Moline ' . ’ . 15/8
(COgv. Subord. Income Deb.) (NR)* - 5/13
National Cash Register Company . . 28,170 12/15/81
(Conv, Subo;di D:bi)p In 1400 p
Olympio Radio & Television, Ce . . ’ 4/1/66
p(Comr. Subord. E;bo) . v 5 0.01 ) / /
Oswego Falls Corporation ., . : 4/18/76
v 8(Conv. Subord. Deb.) o 52588 , 5/7
o Re Mey Inoce > , Y 2%/6
(Conv. subord. Deb.) . 15000 - 1/23/66
San Jaointo Petroleum Corporation . , 11/1
(Conv., Suborg. gob.) . //n
##3g90urity Banknote Company . « 2,000
‘ (Conz. SgbgidétInoome Deb.) (NR)* ’ 6/1/76
Shopping Bag Fo ores - - 14500
pp(Congthbord. Deb. ) o o 5/15/71
Sinclair orporation 167,2
(Conv. Subord. Deb.) 2V 12/1/86
Southeastern Fund A ‘ 1,000 6/1/71

(Conv. Subord. Deb,)

(Continued on next page)
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Issues,' Type and Year of Issue 33%%35 gzggrity
— (Thousands)
oo g S oo s
Stubitz Greene Corporation 1,000 5/1/66
.-reméi*fiiﬁéa?%“§é¥%o§2€§03°”" 5,000 10/1/71
Toxtron hnoriema: anrr) (2 20,000 1/1/71
.r§§82'60332223i03°b" 6,000 10/1/71
v 3,(§§§X;t§§2§fdin§fb') 3,715 12/1/71
Univegg:gwﬁaiggogg;pgggéion 6,500 8/1/

. (Conve Subord. Deb.) 76
Vanadium Corporation of America 10,000 9/1/76
*sVan Nomen Ingustrige’ | 2,000 4/1/

(Conv. Subord. Debs) (Ba)® 7%

Total 593,902

Ameri%ggznachinery & Foundry Company 12,726 2/1/7
Atlantso Notintng Company 100,000 9/15/37
Barius 35961 Comporation 10,000 6.1 5/67
I e R ot S 2,000 2/1 /69
Baxte§sgzg§g£t§;€§§?8152?d Debe] (am)e 1,800 2/15/ 7
Brewséggfgériggoggilgigé)co. 2,000 1/i/7:
~.nruégﬁ?li-§2§§§360532539r Company 5P889 2/1/72
carrss Gurporasion 0! (Ba)® 18:000 2/1/22
Chanogcsgzéhg#zggg;a?:?'gnOo 8,824 2/1/
c°111§g°§§31§“22;g;n3°b°) 7+917 6/1/7?
Daystgggfvinifbord' Dob.) 8:000 3/1/?7
**Dayéggn;;bggsogg;pgg;.) 5,000 1/1/77
Dovglo o arsosate: sonpeny. 00" 27,900 2/1/72

(Conve Subord. Deb.) 7
Dresser Industries, Inc. 20,000 3/1/77

(Conve Subord. Deb.)

(Continued on next pags)
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Dollar Maturity
Issues, Type and Year of Issue Volume Date
(Thousands)
Dunham Bush, Ino. - 4,500 L/1/
(Subord. Debs) . ' ”
Enerson Electric Manufacturing Co. 34390 ?7/15/77
(Conv,. Subord. Deb.) -
Fairbanks, Morse & Company 15,000 6/1/72
sopy (gonvz gubgrd.cneb.) 3,200 Yy
scher orter Company 1
(Conv. Subord.. Sinking Fund Deb.)(Ba)*, 77
General Cigar Company 7,000 6/1/87
(Cumulative Subord. Income Deb.)
General Portland Cement Company 15,000 10/1/77
A ) it
ener Tre ubber Com pany 1
Green River Stecs Sorporatd 41000 i
Treen River Stee orporation - 00
. ll(sugorg.txncgge Deb.) 2’5 5/1/82
Troller Soclety Ce 00
o (convﬁiiggérg..neb.) ' 5/1/67
mestake onpany 5,000
L (gonv.isuggrgé Deg.) ! 9/1/72
~T=-E Circu eaker Company 10,000
. (CO?g.lgub?rg.cDeb.) : ' b/1/72
Kidde (Walter) & Company 000
; Conv. ?ubogd. Deb.in(Ba)’ 3" 4/15/72
Macy (R. He,) & Company Ino. 12,281
7 {convs sug:;g. D:?o) . ' 2/1/77
Maracaibo 04l oration Corp. 00
M : (Suboﬁ. geb;)&.c ' .In 3’3 10/15/72
cDermott .Ray Oe Oe . 20,292
(Conv, éubord. Deb.’, ' ,9 9/1/72
*4National Alraéra Dehydrating .
- & Milling Co. . 2
hagqo SubOrd: Deb.). ()¢ 1353 7/1/75
ational Cylinder Gas Company 17, 00
o (Conv.‘Subgid.iDeg.é A o 7’5 9/1/77
1in Mathieson Chemical Corporation 60,000
(Cony. Subord. Debs) ’ 11/15/82
Phillips Petroleum Company 171,720
p '(Conv.BgubgigocDeb.) 7147 2/15/87
ittsburgh Brew om 64000
(subord. Iucome Deb. ' 10/31/87
Rapid American Corporation 4,490
P (8ubord. Deb.) " 49 11/15/67
Rapid Eleotrotype Company 6,500
. i e tabos: b rahor Drilling " e
#*Read es shore Co. 1,700
(Subord. Deb.) (NR)® '7 6/1/67
Rohr Airoraft Corporation 74500 1/1/77

(Conve Subord. Deb.)

(Continued on next page)
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~ Dollar Maturity
Issues,. Type and Year of Issue Volume Date - -
(Thousands) A
Shamrock 01l & Gas Company 17,500 10/1/82
(Conve Suborde Deb.) 4 /4
8mith-Corona . b.236 $/1/78
(Conv. Subord. Deb.) AT,
Spalding (A.Ge) & Bros., Inoe 2,017 6/15/62
(Conv. Subord. Deb.) o
Supercrete, Ltd. . 1,150 5/1/67
(Conv. Subord. Deb.) . s :
*#*Texas City Chemicals . ' - koo 3/31/67
(Subord. Income Deb.) (NR)’ S
Thompson Products, Inc.’ 19,730 9/1/82
Thrit(convé Sgﬁord. Deb.) 5,000 y ,
tinar Ce
. (Conv;’?ubor%; Deb. ) 23750 /1/77
opp Industries Ge
(Conv. Subc’u‘d. Deb.) v. 5 1/77
United Artist Corporation 10,000 5/1/69
(Conv. Suborde Deb. ) :
Vietroeen Instrument Company 700 11/15/67
-y, (Conve S?go§dolgob. 5 000
eingarten (Je. ]
- ¥gubor%. {noé:e Deb.) (NR)* 5’5 8/1/87
eingarten (J. Ce 00
a ég(Subord. Iﬁgome Dogi) fiﬂ 8/1/78
‘Western Nuclear Corporation 1,950 6/30
Voste (Sugorg. Dog.) " e /30/61
estern Nuclear Corporation \ ‘
(Subord. Debd.) , $/30/61
Total 702,258
”AIS;2§§1 Pa 'Manuf turing C ‘
emarle per astur 0e 00
Ax (Conve. Sgbgrg. g:b.) (B)* 313 7/1/78
erican Art Metals Company 1,250
(Conv. Suborg. Dogﬁ) 1,25 12/1/68
American Eleotronics, inoc. 00
(Conve. Suggrd. ?;b.) 35 k/1/73
Americen Petrofina, Ce 6,950
: (Conv. Sgbord. Deb.) - 6495 1/1/73
Arden Farms ompany 1,998
(COnv.'Suboid. De?;) ,’99 7/1/86
Atlas Sewing Centers 0 1,000
' (Conv. Subord. Debs) d 1/1/73
##Belock Instruments Com 1,000
(COnE;dSuggzd.cDeb.in ’)- o 12/1/73
Blossman ratane Gas ] 0
- . (Conve Sggogd. Deg.) * 4;'2 0 12/31/78
Boeing Alrora ompany 0,598
n?Conv. Suboxrd. Deb. ) 3 ’ 59 7/1/80

(Continued on next page)
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Dollar Maturity
Issues, Type and Year of Issue Volume Date
(Thousands)
Brunswick-Balke-Collender Company 84593 L/1/73
. -(Conve Suborde Debs) «
Burlington Industries, Inc. : 7,052 10/1/75
(Subord. Debs) =, :
Case (J. I.) Company ' 20,130 10/15/83
Conv. Suborde. Deb.) ;
*#Corn Products Corporation 40,855 10/1/83
(Subord. Debs) (A)*
Cuneo Press, Inc. v 6,000 12/1/78
. (Conve Subord. Deb.) 56,107
eere & Company . _ 10/1/8
, (Subord. DObo‘) '. / / 3
Dixon Chemical Industries 5,900 12/1/78
Easters boranioon' Jyoel 5,124
stern Stainless Steel 11
ten, (GO Bubords Deb. ) 57000 /15/73
en 8 Inc . . ’ 2/1
G unzgugord: i 10,000 // e
arre orporation 1
*agranSuboT 2’”’iny ' 1o?uso 9/ gl
on Comp 1
Bos (?onv. S?bgrdo_Deb-) (Ba)® 2f52 1/15/78
tne (Joseph) Company 3 12/1
Int (Conv, gugoid.hneboi Telograph C 28{6 /1/73
srnational Telephone elie OTPe. 92 1
{ccnv.,Sugord..D:E.A 3’00 5/15/83
Mangel Stores Corporatlo 0
(Conv. Subords Deb.) ’ 3/1/73
Mansfield Tire & Rubber Company 5,000 7/1/73
s T e e e, 6,035 o,
_ es ratories, . ' 12/1/78
“(Conv. Suborde Deb.) (Baa)® ' 7
National Homes Corporation 15,000 11/1/78
N ti (anvﬁ Sgbord. D:b-), 20.000 ",
atlonal Theatres) *« L
- (Subord. Sinking Fund Deb.) ’ 3 7
Olin Mathieson Chemical Corporation - 60,000 3/1/83
'(Conv. Subords Debe)
Oxford Paper Company 10,000 10/1/78
, (Conv, Subord. Debe)
Red Owl Storesy Ince . . . 34500 2/1/78
wapy §§°nv‘ 3?§°§":°‘béion 50,000 4/1/
chfield" orpora )
(Conv. Subord. Deb.) (Baa)* 78
Salem-Brosius, Ince ‘ . 2,500 7/1/73
" (Conv. Subord. Debe)
S8outhern Oxygen Company 1,500 1/1/68

(Conv, puborﬁ.‘neb.)

(Continued on next page)
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Dollax Maturity
Issues, Type and Year of Issue Volume Date
{Thousandsg)
Sylvania Eleotrio Produsts, Inoce 20,000 3/1/83
, (Conve Suborde Deb.)
Tenney Engineering, Inc. - ,500 11/1/68
. (Conve. Subord. Deb.) . :
Utah-Idaho Sugar Company 4,282 4/1/68
(Subord. Deb.) C )
*#Walker-Scott Corporation . .900 5/1/73

Subord. Sinking Fund Debs) (NR)*
(Subord. Sining Pt Potal 30,63

1959 .

*#Aldens, Ince ° b, 551 8/1/79
Conv, Subord. Deb.) (Ba)® ..

Aloe (A.S.) Company 2,500 3/15/7%
Conve Subord. Deb.) ,

Alsco, Inos ' , k,000 6/1/74
Conv. Subord. Deb.) ,

American-Saint Gobain Corporation 11,173 4/1/83
(Conv. Subord. Sinking Fund Deb.) ‘

American Service Company 1,500 10/1/79
(Subord. Income Dsbs) -

Anelex Corporation ‘ 2,250 12/1/74
(Subord. Deb.) ‘

*#Atlas Sewing Centers, Inc. 2,000 11/1/7%
(Conv. Subord. Deb.) (B)* .

Avco Manufacturing Corporation 15,000 2/1/79
(Conv. Subord. Deb.) : .

Bausech & Lomb Optical Companyy 8y 543 6/1/79
(Conv. Subord. Deb.) 4

Beloo Petroleum Corporation 54760 9/1/74
(Conve Subord. Deb.) -

Benson Manufacturing Com 2,000 11/31/71
(Conv. Subord. Deb. .

Broadway-Hale Stores, Inc. 10,000 8/1/79

(Conv. Subord. Deb.)

##Brush Beryllium Compan . 64500 9/1/7%
(COnvfySubord. Deb.g (Ba)® ’ 7

Byers (A.M.) Company - 2,900 11/1/79
(Subord. Debe.) .

Cary Chemicals, Ing. 6,000 9/1/79

Ce (Subg:d.‘ngb.z)’oratioxi 26,312 i/

erro De Pasco (O 1

(Conv. Subordinneb.) "000 , ”

Chadbourn Gothan, lncs - ' 10/1
(Conve Suborde Debe) I /7

Chadbourn Gothan, Ind. - 2,500 4/1/71

(Conv. Subord. Deb.)
(Continued on next page)
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Issues, Type and Year of Igsue Yolume Date
— (Thousands)

##Champion Paper & Fibre Company 20,036 1/15/84
{Conv. Subord: Deb.) (Baa)® e
Consolidated Diesel Elestric Company 1,000 12/1/75%

- (Conve Subord. Deb.) B,

Congolidated Elsctrodynamics Corp. 7,616 6/1/84

: : (COM. Subord, Deb.) ’ B '

Copperweld Steel Company I 8,000 12/1/79
- (Conve Suborde Deb.) :

Dailtoh Crystal Dairies, Inc. 3,500 10/1/79

- (Conv. Subord. Deb.) .

Di Noec Chemical Arts, Ince 947 5/15/71
(Conv. Subord. Deb.)

®*#Eitel-MoCullough : 5,000 11/1/7%

- {(Conve Subord., Deb.) (Ba)®

Emery Industries, Ince - 6,104 7/1/79
(Conv. Subord. Deb.)

Fedders Corporation - : 3,812 7/1/79

~ {(Subord. Deb.) - ‘

Fed-Mart Corporation | by971 1979
(Conve Subord. Deb.)

Florida Steel Corp. 2,136 5/1/71
(Conv. Subord.o Debo)

Food Fair Stores, Inoe - 21,203 4/1/79
(Conv. Subord. Deb.)

Frontier Refining Compan 6,000 11/1/69
(Conv. Suborde Deb.

*#Gabtriel Company 24500 6/30/74
(Subord. Deb.) (B)®

General American Oil Com of Texas 20,000 8/1/84
(Conv. Subord. Deb.

Gener?l Buildersbggrporaticn 2,121 k/30/63
Subord. Deb.? - .

General Time Corporation 6,198 8/1/79
(Conv. Subord. Deb.)

Gener%l Tire & Rub?er Company 28,582 10/1/82
Subord. Debe.) .

General Tire Corporation 6,198 8/1/79
(Conv. Subord. Deb.) |

*#G11pin (Henry B.) Company 725 6/1/74
?Conv. Subord. Deb.) (NR)*

Gulf & Western Corporation 1,500 11/15/74

~ (Conv. Suborde Deb.)

Harmon-Kardon, Inc. 600 12/1/69
(Conv. Subord. Debs)

Herold Radio & Eleotronies Corporation 1,500 7/15/7%

(Conv. Subord. Deb.)
' (Continued on next page)
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Dollar Maturity
Issues, Type and Year of Issue Volume Dete
(Thousands)
Hiockok Eleotrical Instrument Company 500 10/1/74
(Conv.' Subord. Deb.) .
Hooker Chemical Company : 2h, 445 9/15/84
o (Conv. Subord. Deb.)
*Kaman Airoraft Corporation . 1,250 1/1/74
(Conv. Subord. Deb.) (B)* : 4
Lester Engineering Company - . 300 9/18/76
(Conv. Subord. Deb.)
Long Mile Rubber Corporation . 1,500 9/1/7%
(Subord. Dﬁbo, .
Mallinekrodt Chemical Works 6,000 7/1/7%
- (Conv. Subord. Debd.)
Mansfield Tire & Rubber Company .5,000 6/1/74
. (Conve Subord. Deb.)
National Bellas Hess - 5,318 10/1/84
- (Conv. Subord. Deb.)
*#National Cleveland Corporation 600 9/1/71
. (Conv. Subord. Deb. (NR’.
Northrop Corporation .10,000 2/1/79
.- (Conve. Subord. Deb.)
Oklahoma Cement Company 3,600 6/1/74
(Subord. Deb.)
Pacific Outdoor Advertising Company 850 9/1/74
(Subord. Deb.)
Pauley Petroleum, Inc. 10,000 S/1/7%
{com. Subord. Debo)
Permian 011 Compeny 800 12/1/69
(Subord. Sinking Fund Deb.)
##Perrine Indust ries, Inc. 1, 500 12/1/79
(Conve Suborde Deb.) (Caa)®
Philoco Corporation 22,000 4/15/84%
e t(COnv.ISub::-d. D;:;) 1000 196
stic Applicators, o ’ 9
(COng. Suborde. 8inking Pund Deb.)
Rapid-Amerioan Corporation 15,000 4/30/64
Seid (Conv. Sugordé D::;) 3,000 s/
elberling Rubber Com ’ /1
ervo Corporation O or . 10 4
. ’ (Conye guggrd.xgob.) . 500 7
Shop Rite Foods, Inc. ’ 12/31
é ?Conv. Subgrd. Deb.) (NR)® 1700 //3 /7%
imon Hardware Company 7 9/30
Smith covonn’ Mazohent 7,443 o/m
mith-Corona Marc
(Conv. Subord. Deb.) 'b Y/1/79
Splegel, Inoc. 15,417
- 8(00nv. Subord. Deb.) 6/1/84
Bporty ATena8ubord. Deb.) 2,000 20/1/69

(Continued on next page)
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Issues, Type and Year of Issue Volume Date
(Thousands)
St. Paul Ammonia Products 1,250 12/1/69
(Conv.~ Subord.- DQbo)
##Telechrome Manufacturing Corporation . 750 12/1/69
(Conv,.: Subord. Deb.) (NR)* .
T'xtr?n. Inc. ) : . 30,000 8/1/82
Suboxrd. Deb.) . . . :
Toxtr?n. Inse ) - : . 30,000 5/1/84
Suboxrd. Deb.)- *
‘l‘hrit?émrt. Igg - o) : . 8,000 6/1/80
onve Subord. Deb.
United Control Corporation ' 2,500 12/1/74
(Conv.- Subord.: Deb.)-
Varian Associates . 44000 7/15/74%
(Conv. : Subord,: Sinking Fund Deb.)
##Viotoreen Instruments Company 2,500 12/15/7%
(Conv.  Subord.  Debe) (B)*
Ward Baking Compa.n¥ .1,021 1979
(Subord. Dedb, ) - :
White-Rodgers Company - 1,000 7/1/79
(Conv. Subord.: Debe.).
White Stores, Inc. k5901 3/1/79
(COnv. Subord. DOb’o)
Whitm?yer Laborato§1es. Inoc. 1,000 4/30/77
Su [ b.
bord. -Debe)  potal  TETWI
60 -
**Admiral Homes, Inc. . koo 10/1/70
(Conv. Subord. Deb.) (Ba) -
Alden:. Ino. 'Deb s~ 72239 10/1/80
Conv. Subord. Deb. :
Anerican Optical Company: 8,000 10/1/80
(Conve Subord. Deb.): :
Apache Corporation - - b,000 12/1/75%
'(Conv. Suboxrd. Dﬁbo) g
Arden Farms Company: : k4,000 7/1/90
(Conv. Subord. Debe) -
Arkangas Valley Industries, Inc. 1,000 6/1/70
(Conv. Subord. Deb.) :
*®Avwnet Eleotronics, Ind. . 2,000 8/1/7%
(Conv. Subord. Debe) (B) )
Bausoh & ILomb, Imos . 7,038 ?7/1/80
(COnv. Subord. DObo)
Birtoh Corporation. - .- 500 4/30/75
" (Conve Subord. Deb.) :
Bunker-Ramo Corporation 6,000 4/1/80
" (Subord. - Sinking Fund Deb.) - ‘ : -
Cenco Instruments Corporation 59000 8/1/80

(Conve Subord. Deb.)
(Continued on next page)



Issues. Type and Year of Issue

- Coca-Cola Bottling Corporation
j . ! (Subord. Dﬁbo)
*#Collins Radilo Company -
(Conv. Subord. Deb.) (Ba)®
Comptometer Corporation '
(Conv, Subord. Deb.) '
Crown Aluminum Industries Corporation
~(Subord. Dab,) .
Davega Stores Corporation
(Conv,.' Bubord. Deb.)
Dayton Rubber Company
- (Conve Subord. Deb,)
Dorsey Corporation’
. (Subord. Sinking Pund Debd.)
*Eloo Corporation’
(Conv.' Subord. DObg) (B).
Parrington' Manufacturing Company
(Conv. Bubord. Deb.)
Pleming Company °
(Conv. Subord. Deb.)
Highway Trailer Industries, Inc.
(Conve Subord. Deb.)
Hydrometals, Inoe. . - ‘
(Conv. Suboxrd. DObo) .
*#Jefferson lLake Asbestos Corporation
(Subord. Deb.) (NR)*®
Jefferson Lake Asbestos Corporation
(Subord., Sinking Fund Deb.)
Jesso? Steel Company
. Conv. Subord. Deb.)
Kayser-Roth Corporation
(Conv. Subord. Deb.)
Keyes Fidre Com .
(Subord._ Deb.
Lionel Corporation .
(COII‘V.' Subord. Debo)
Lithium Corporation of America, Ine.
(Conv. Subord. Deb.) -
*#loral Electroniss Corporation
(Conv,' Subord." Ded.) (B)*
Magnin (Joseph) Company
. (Conv,’ Subord. Deb.)
Marsh Supermarkets,’ Inc.
(Conv. Subord.’ Deb.)
‘Metropolitan Broadeast Corporation
¥8onv.'8uhord.'nob.
Miles ILaboratories, Ince.
(Conv. Subord. Deb.)

100

Dollar Maturity
(Thousands)  oro
2,038 12/30/90
12,000 3/1/80
10,000 3/15/80
1,500 1/15/77
1,500 8/1/75
79500 8/1/80
3,500 10/1/75%
1,000 5/15/75
6,000 k/1/70
1,690 k/1/75
- 3,000 9/1/75
2,464 7/1/72
1,500 12/31/66
24625 12/31/72
3,000 1/1/75%
16,135 ?7/1/80
10,000 12/1/85
6,421 10/15/80
2,300 10/1/70
5,000 12/1/80
1,250 5/1/7%
2,000 12/15/80
6,000 4/1/75
84255 7/1/80

(Continued on next page)



- Dollar Maturity
Issues, Type and Year of Issue . Volume Date
(Thousands)
Mungingwear, Inc. 3,000 10/1/80
(Conv. Suborde Deb,)
##NAPI, Corporation 74 500 9/1/80
(Conv. Subord. Dab.) (B)* . ‘
Nalley's, Inc. ' 1,000 4/1/7%
(Conv, -Suborde Deb.)
National Equipment Rental Ltd. 2,000 2/1/70
(Subord. Sinking Fund Deb.)
Nixon-Baldwin Chemical Company 4,000 11/1/80
(Subord. Deb.) . - -
Northwest Nitro-Chemicals, Ltd. 84500 6/30/79
~ (Subord. Income Deb.s
One-Hour Valet. Inoce 2.000 3/1/75
(Conv. Subord. Deb.) -
**Pacific Vegetable 0il Corporation 1,500 L/1/7%
(Convs Subord. Deb.) (NR)*
Pauley Petroleum, Inc. 10,000 6/1/76
{Conv. Subord. Debs)
Penob?got Chemlc:i r%bgg’companv 34250 12/1/80
. onve ‘Suboxde ‘Debe}
Perfect Photo, Ingce k4, 500 10/1/80
{Conv, ‘Bubord. ‘Deb.)
Polycast -Corporation - koo 7/15/70
(Conv, ' Subord. Deb.)
Polymer Corporation 2,750 10/1/7%
(Conv. Subordi Deb.) |
*7Ritter Corporation . k4 500 12/1/80
(Conv. Subord. Deb.) (Ba)®-
Seaboard Plywood & Lumber Corporation 300 5/1/70
(Conv. 'Suboxrde. - Deb. ) : ) .
Simon Hardware Company 900 9/30472
{Subord. Debe.}: " '
Speedy Chemical Products 2,000 12/1/75
(Conv, Subord. Deb.) :
Southwest Forest Industries 12,000 1/1/85
(Subord. Income Debs) '
Toleo%ro Industr;;s g°§P?r3t1°n‘ 1,000 5/15/70
Conve: Suboxrde: UoDeJ - '
##Teleregister Corporation 6,000 5/1/80
(Subord. Sinking Fund Deb.) (B)#* |
Tenax, Ince. o ' 1,500 11/1/70
- Conv. Subord.: Deb.) ‘
Tenney Engineering,: Inoe: 500 2/1/70
(Conv. Suborde: Deb.)
Texas National Petroleum Company 64 500 1/1/75

(Subord. Debo)" ‘

(Continued on next page)



Dollar Maturity
Issues, Type and Year of Issue Volume Date
— (Thousands)
Timely Clothes, Ino. 1,000 2/1/80
(Conv. Subord. Deb.)
Vendo Corporation 5,225 9/1/80
(Conv. Subord. Debd.)
q’!ub?CCOnsoliggggd In%u§t€é:: .Ino. 6,000 3/1/7%
onve Su ¢ Deb.
‘ ‘ Total 259,080
1961 . :
*#Alrwork Corporation 1,500 5/1/76
- {Subord. Deb.). (NR)* -
Allied Stores Corporation 27,006 10/1/81
(Conv, ' Subord. Debde) ‘
American Distilling Company 9,552 11/1/86
(Conv. Subord. Deb.)
Anmerican Machinery & Foundry Coe 39,911 3/1/81
(Conv. Subord. Deb.)
American Petrochemiosl Corporation 1,250 1/1/71
~ (Conv. Subord. Deb.) :
Anericen Recreation Centers 1,250 7/1/73
" (Conv. Subord. Debe) «
*#Apco 011 Corporation 10,072 4/1/81
(Subord. Debs) (B)*
Arkansss Valley Industries 1,500 6/1/76
(Conv. Suboxrd. DQbo) }
oufc& Company 5. Dabe) 32,648 9/1/83
onve Suborde LODe .
Autom?tio Canteegd00g2%?¥ of Amerioca 22,686 7/1/81
' Conv. Subord. . .
BarChris Construction Corporation 3,500 5/1/76
(Conv. Subord. Deb.
Bowl-Mor Company, Ince . 2,000 2/15/76
(Conv. Subord. Deb.) _
**Brunswick Corporation 25,634 1/1/81
(Conve. Subord. Deb.) (Ba)* .
BeS.PF. Company : 2,500 12/1/69
(Conv. Suborde Debe)
Canada Dry Corporation . 7,138 7/1/81
(Conv. Subord. Deb.) \
chOOR(Full O'Nuts CO;pgfation , 7,000 8/1/81
Conve Suborde Debe .
City Products Corporation 15,000 6/1/82
(Conv. Subords Deb.)
Continental Baking'Compeny 13,200 11/15/83
(Conve Subord. Deb.) A
*#Continental Vending Machino.Corp. 5,053 9/1/76
(Conv. Subord. Deb.) (B) .
Cowles Chemical Company . - 24500 12/31/80

(Conv. Subord. Debo)

(Continuet. on Next page)
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Dollar Maturity
Issues, Type and Year of Issue Volunme Date
(Thousands)
Crowell-Collier Publishing Company 11,788 4/1/81
(Conv. Subord, Deb.)
Crown Aluminum Industries Corporation 2,500 7/1/76
(Conv. Subord. Deb.)
Dixon-Chemical Industries 2,047 7/1/81
(Conv, Subord. Income Deb.)
Dumas Milner Corporation 2,000 6/1/71
(Conv. Subord. Deb.)
**Eastern Lime Corporation 1,270 7/1/76
(Conve Subord., Deb.) (NR)*
F W D Corporation 1,500 1/1/71
(Conv. Subord. Deb.)
FMC Corporation 30,000 10/15/81
(Conv. Subord. Deb.)
Fotochrome, Inc. 3,500 10/1/81
(Conv. Subord. Deb.)
General Foam Corporation 550 1/1/76
(Conv. Subord. DObo)
General Foam Corporation 2,500 10/1/81
(Conv, Subord. Deb.)
*#Glenmore Distilleries Company 74500 10/1/81
(Conv, Subord. Deb.) (Ba)*
Grayson-Robinson Stores, Inc. 91598 12/31/85%
(Conv., Subord. Deb.)
Great Lakes Bowling Corporation 1,250 6/1/76
G (CORV. Subord; BObo’). Ine 1 500 /
Yyrodyne Company of Amerioca, . ’ 9/1
(Conve Subord. Deb.) 5/76
Hartfield Stores, Inc. 5,000 12/1/81
H11 (Conv., Subord.tfeb.) 63
co Homes Corporation 0 /1
**HotpoonVs Subords Deg'é rporati 2,251 o
offman Internationa orporation ’ 6/1
(Conve Subord. Deb.) (NR)# /1/73
Hunt Foods & Industries, Ino. 38,799 6/1/73
maneliiionts S :
nternationa ver Company 7,822
. (Conv, Suboid. gegeg . .8 8/1/81
nterstate Departmen ores, Inoc, 9 1
(Conv., Subordi Deb. ) 5+83 981
Interstate Hosts, Inc. 2,392
: (Conv. Subgrd. Deb. ) +39 11/1/81
Kaweckl Chemical Company 2
(COnV. Subgrd. DObo) 3’39 5/1/76
*#Keystone Steel & Wire Compa 0,000
(Conv,. Suborg. Deb.) (Baa)% 20, 10/1/81
Lafayette Radlo Electronios, Ine. 2,500
(Conv. Subord. DObo) ’5 6/1/76
Ling-Temoco-Vought, Inc. 33,994 9/1/76

(Subord. Deb.)

(Continued on next page)
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I goilar Maturity
ssues, e and Year of Issue olume Date
i (Thousands) «
Ling-Temoo-Vought, Ino. 53,650 9/1/76
~ {(Conve Subord. Deb.)

Mack Trucks, Inc. © 20,000 - 4/1/81
(Subord. Deb.)

MoCrory Corporation © 50,000 - 8/18/76
(Subord. Deb.)

##Modern Homes Construction 5,500 - 7/15/81
Subord. Deb.) (NR)*

Nash (J.M.) Compa 1,000 - 2/11/81
Subord. Deb.:

Nuclear Corporation of America 2,088 - 11/1/76
(Conv. Subord. Income Deb.)

Ocoidental Petroleum COryoratlon 3,930 10/1/76
(Conv. Subord. Deb. o

0l4a E!zlpire. Ino, Deb ) - 950 12/1/71
Conv. Subord. Deb.

Penn Control, Ins. 4,000 - 9/
(Conv'. Subord. Dﬁbo) :

ocPhoton. Ince. » 1,785 12/1/71
(Conv. Subord. DObo) (NR).

Red Star Yeast & Products Company 1,000 . 5/1/76
(Conv. Subord. Deb.)

Reeves Broadcasting Corporation 2,000 9/1/76
(Conv, Subord. Deb.)

Southwest Recreation Associates, Inc. 150 . 12/31/73
(Conv, Subord. Deb.)

Speei?é n““"f)@?‘?‘ 5,000 ?/1/76

ubord. [ 2 .

Stouffer Foods Corporation 74500 10/1/81
(Conv. Subord. Debd.)

aostrauas-Duparquot. Inc. 1,000 . 5/15/76
(Conv. Subord. Dsb.) (NR)*

Talley Industries, Inc. 2,500 5/1/76
(Conv. Subord. Deb.)

Thor Power Tool Company 4,000 6/1/81
(Conv. Subord. Debe) .

Union Leagues, Inc. . 700 12/15/76
(Subord. Sinking Fund Deb.).

Union 01} Company.of California .60,000 6/1/91
(Conv. Subord. Deb.)

Universal Container Corporation 1,000 k/1/71
»ayy (Conv., Subg:d. Debe. ) 2. 000 o/1ermg
nco Corporation . . 15

(Conv.pSubord.'Dob.) (B)* 7
Vulcan Mould & Iron Company 3, 500 11/1/81
(Conv. Subord. Deb.)
Walter (Jim) Corporation 20,000 6/1/81

(Subord. Deb.)
: . Total

8%, 313



Dollar Maturity
Issues, Type and Year of Issue Volume Date
: (Thousandeg)
1962 y :
“*ALY geauction Company, Inc. k45,000 8/15/87
(Conv. Subord. Deb.) (Baa)* :
Albee Homes, Inc. - ' 5,000 6/30/82
{Conv. Subord. Deb.) : : L
Allegheny Pepsi Cola Bottling Company 4,500 6/1/77
(S8ubord. Sinking Fund Deb.) - c -
Aluminum Specialty Company 1,100 k/1/80
(Conv. Subord, Deb.) » :
Argus, Inc. ) 8,200 7/15/72
{conv. Subord. Deb.) - :
Arkensas Valley Industries 1,200 12/1/77
(Conv. Subord. Deb.)
*#%Arlan's Department Stores, Inc. 3,000 5/1/82
(Conv. Subord. Deb.) (Ba)# :
Assembly Products, Inc. | 1,250 9/1/72
(COD'V. Suboztd. Deb.) . ’ .
Atlas Corporation , 2,600 8/1/77
(Conv. Subord. Deb.) :
Badger Northland, Inc. . 800 10/1/82
(Conv. Subord. Deb.)
Baldw%n-Montrose C?emical Coe 6,000 9/30/72
Subord. Deb. :
Baxter laboratories, Inec, 10,000 4/1/82
(Conv. Subord. Deb.)
*#Belco Petroleum Corporation 75500 5/1/77
(Conve Subord., Deb.) (Ba)* :
Bell Electronics Corporation 1,250 4/1/77
(Conv. Suborde. Deb.) .
Bolsa Chiea 011 Corp. . 2,025 2/1/77
(Conv. Subord.. Deb.)
Certified Industries, Inc. 750 b/30/77
(Conv. Subord. Deb.)
Control Data Corporation 15,000 9/1/77
(Conv. Subord. Deb.) o
Dart Drug Company . . 1,000 1977
. (Conv. Subordi Debi; 4. 000 5/1)
*Doughboy Industries, Inoc. , ’ 1
u%COnx. Subord. Deb.) (B)* . 7
Duro-Test Corporation 3,500 10/1/82
(Subord. Deb.) .
Gateway Sporting Goods Company 2,000 9/1/77
‘ (Conv. Subord. Deb.) 5230 ,
Gray Drug Stores . 923 2/1/8
v (Co?v.)Subgrd. Deb.) 6 /82
Kaltman (D.) & Company 1,650 10/1
(Conv. Subard Deb.) , /15/77
Kearney (James R.) 5,745 9/30/76

(Subord. Ivr~4allment Deb.)

(Continued on next page)
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(Conv. Subord. Deb.)
Total

332,915

Dollar Maturity
Issues, Type and Year of Issue Volume Date
‘ , (Thousands)
- ®#*Litton Industries, Ino. (4) - 50,748 k/1/87
(COhV. Subord. Deb.) Ba). ‘
MacAndrews & Forbes Company 2,177 2/1/87
(Conv. Subord. Deb.) -
MoCall Corporation . - 9,983 2/1/92
(Conv. Subord. Deb.) :
MoWood Corporation 3,100 12/15/7%
: (Con‘Vo Subord. De'b.) '
Mergenthaler Linotype.Company 9,600 3/31/77
" (Conv. Subord. Deb.) '
Hicro%ot, Ino. o) 2,500 ?/1/77
Conve. Subord. Deb. :
*#National Biscuit COmgany 43,408 4/1/87
(Subord. Deb,) '
ebra:ka Consolida?ed M1l Companr - 10,000 11/1/77
Subord. Ded, . :
Newark Eleotronics Corporation 2,000 4/1/82
(Conv. Subord. Deb.)
Nopco Chemical Company 5,800 7/1/87
(Conv. Subord. Deb.)
Parkview Drugs, Inc. - 2,000 6/1/77
(Conv. Subord. Deb.) .
Pay *N Save Corporation 1,200 8/1/77
(Conv. Sudbord. Deb.) '
##Peckham Industries, Inc. 500 8/1/72
(Conv. Subord. Deb.) (NR)#*
Rapid American Corporation 13,450 1/1/77
(Conv. Subord. Deb.) '
Roblin Steel Corporation 1,000 7/1/82
(Conv. Subord..Debs) :
Saladmaster Corporation 700 6/30/72
(COﬁVo Subord.. Deb.)
Southern California Petroleum Corporation 2,500 7/1/82
(Subord. Sinking Fund Deb.) .
Stokely Van Camp Corporation 15,000 3/1/82
. (Conve Subord. Deb.) :
*#Symington Wayne .Corporation 5,006 4/1/82
(Conve Subord. Deb.).(Ba)* .
Tel-A-Sign, Inc. . -900 3/1/7%
(Conv. Subord. Deb.) :
Vornado, Inc. 5,243 3/1/82
(Conv. Subord. Deb.)
Washington Trotting Association, Ine. 2,300 1977
(Subord.isinkigg Fund Debos j ooo‘ "y
Westbury Fashions, Inc. ’ 1/72
(Conv. Subord. Deb.) : 7
Wyle laboratorles, Inc. 2,500 9/1/77
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Dollar Maturit
Issues, Type end Year of Issue Volume Date 7
(Thousands)
L 1263 e ' . o
*#Allen Electric & Equipment Company - 1,200 1/15/76
. (Conve Suborde. Deb.) (B)* '
American Biltrite Rubber Company - - 5,000 5/1/83
(Conv. Subord. Debd.) '
American Greetings. Corporation 7,500 8/1/83
o '(COnVQ Subord., Deb.) g !
American Pipe & Construction Company 6,000 3/1/77
-+ (Convs Subord. Deb.) ‘
American Smelting & Refining Company 50,000 10/15/88
'-.(Subord.eDeb.) . ’
American Sugar Company - . 45,000 4/2/93
(Subord. Deb. : '
*®*Anadite, Inc, . - - 800 4/1/78
N (Comr. Subord. Dabo’ (NR)’ )
Ashland 011 & Refining Company 25,000 1993
: (Conv. Subord. Deb.) ‘
Assooiated.O1l & Gas Com 7,600 7/1/75%
(Conve. Subord. Deb. _ ' '
Automatic Retallers of America, Inc. 12,000 3/1/83
(Subord. Deb.). - :
Belook Instruments.Corporation 2,152 1/1/75
Bes 1{Conv., Subord. Deb.) 1ﬂ250
ergen Drug Company - y ’ 10
**BuA§c§§v° Suborde. Deb.). 1.000 /31/78
8 gy Inc ‘ - 2
" (Conve Subord. Debs) (NR)#® ’ /1173
Capitol Food Industries, Inc. 1,600 10/1/78
c ili(Conv. Subord. Sinking Fund Deb.) 12,
ollins Radioc Company 2,500 1
c ft(Conv. Subord. ggba) ' /1/83
reft Master Corporation - 1,000 10
c {gonvilsubogﬁﬁlfegi) c fu il
rowell-Collier sihlng Company 0
(Convs Subord. Deb.) 5043 4/1/83
Dempster Mill Manufacturing Company 1,000 12/1/73
R Ry ~
rchester Gas oducing Company 00
Du 1(0021?0 Sgbordo DObo’) ‘B)’ 3’5 10/1/75
val Corporation . . 10,000
. (gonv. Suboid.IDeb.) g 8/1/83
em International, .Inc. : : 0
ﬁard (COnzl.p sia.’saoré; Deb, ) , 3{75 5/1/79
eman (Paulj, Ce ‘ ‘ 000
. (Conve Subord. Deb.) 7’ 1978
olly Sugar Company ' 10,00
(Conve Suborde Debs) 900 5/1/83
International Harvester Company 71,463 3/1/88

(Subord. Deb.)
(Continued on next page)
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, v Dollar Maturity
Issues, Type and Year of Issue Volume Date
(Thousands)
**International Seaway Trading Corp. 750 6/15/75
:  (Conve Subord. Dsb.) (NR)* .
Iova Beef Packers, Inc. 10,000 10/1/78
~~ (Subord. Sinking Fund Deb.) : ‘

Iowa Baef Packers, Ince. 10,000 3/1/77
' (Subord. Sinking Fund Debe) - '
King-Stevenson Gas & 011 Company 2,500 12/31/77

(Conv. Subord. Deb.) :
Lewis Business Porms, Inc. 1,250 9/1/75%
‘ (Conve Subord. Deb.) -
Maust Coal & Coke Corporation 5,000 6/1/83
(Conve Subord. Deb.) :
##Mohawk Rubber Company 4,000 8/15/83
(Conve Subord. Deb.) (Ba)* |
Monarch Marking System 24500 9/1/83
(Conve Subord. Deb.) . :
National Lead Company - 51,304 4/1/88
(Subord. Deb.) ,
Ramo, Ing.: R 6,000 10/1/75
(Subord. Debd.) : ' L
Redman Industries, Ino. , 1,200 10/15/75
‘(COHV. Subord. Dﬁbo) -
S8ternco Industries, Inc. koo $/15/77
_ (Conv. Subord. Debd.) .
*#*Sunset International Petroleum Corp. &,000 6/1/83
(Subord. Deb.) (NR)* :
Tandy Corporation . - 39500 1/1/78
v lA:§8uborg. Deb.) o1 | 5,000 "y
elAutograph Corporation . ) 7/1/78
" (Conv. Subord. Deb.) : 7
United Airoraft Corporation 42,884 8/15/88
(Conve Suborde Deb.) .
Wallace (William) Corporation 24500 2/1/81
' (Subord.'Deb.) .
R .. Total 455,833
Aan ok Steel Con any ‘ 7, 500
an Wo eel Comp. , ’ 1/1,

. (Conv. s§borga Deb. ) ST /1785
*Anthony Pools, Ce 1,200 ’r)
A (Conv. Subord. Deb.) (B)* 11/;/'9

rden Farms Company - . 000
- (Subord. Inggme D;ﬁa) e 3 9/1/2014
Baglo-Wirtz Furniture Industries, Ins, 1,738
- {Convs Subord. Deb.) - o '73 1/1/81
'Buffum®s, Incs = - 1,000
- (Conv, Subord. Deb.) - 3/1/76
Bulova Watch Company o 8,082 8/3/84

: (COHVC Subord. DObq)

(Continued on next page)
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Dollar Maturity
Issues, Type and Year of Issue Volume Date
{Thousands)
#%#California Computer Products, Inc. 1,000 10/1/84
(Conv,. Subord. Deb_.) (NR)’ : :
Cluett, Peabody & Company 12,750 9/15/8%4
(Conv. Subord. Deb.) . ~
Cole National Corporation 6,000 3/1/8%
- {Conv. Subord. Deb.) ‘ :
Control Data Corporation 35,000 1989
(Conv. Subord. Deb.)
Esterbrook Pen Company .. 1,000 5/31/7%
(Conv. Subord. Deb.)
Flioszeedy Corporatiog ) 1,200 2/1/72
Conve Suborde Deb.
Globa% Marine, Inc; 10,400 12/1/84
Subord. Deb. .
*%Granite City Steel Corg. 30,000 12/1/94%
' (Conv. Subord. Deb.) (Ba)*
Hayea(lnternational gogpgration 1,280 3/18/79
Conv., Suborde. Debe. :
Hobamz Inec, 4. Deb.) . 850 1/15/7%
Convs Subord. Deb. ‘
Irving Alr Chute Company 1,500 6/1/76
An?Conv. Suborde Deb.) :
*#Jade 011 & Gas Company 2,500 1/1/79
(Conv. Suborde Deb.) (NR)*
Klein (S.) Department Stores, Ince . 3,500 6/1/79
(Conv. Subord. Deb.)
MSL I?dustries. Iﬁ°°ne$ ) 12,000 10/1/84
Conve Suborde . .
Madway Main Line Homes, Inc. , 1,750 6/1/79
(Conv. Subord. Debd.)
Michigan Sugar Company 2,319 7/1/89
?Subord. Cumulative Income Deb.)
MOlyb%enum corporagion . 12,493 12/1/76
Subord. Debs
*#National General Corporation 25,000 5/15/84
(Subord. Deb.) (NR)*
Penn ?airies, In%-) : 500 3/1/80
: Subord. Debe.
Standard Motor Produots, Inc. 3,000 4/1/84
(Conv. Subord. Debe) .
Tribune 011 Corporation 5,892 1/1/79
(Subord. Deb.) .
Us S, Natural Corporation 5,000 1/1/77
(Conv. Suborde Deb.) ,
Xerox Corporation . . 51,272 5/1/84
" (Conv. Subord. Deb.)
®%Yonkers Raceway,, Inc.. 12,000 1/1/84

(Subord. Deb.) (NR)* :
: T ‘ Total 290,698
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Dollar Maturity
Issues, Typs, Year of Issue Volume Date
RS \ (Thousands)
196% .
®*#Alcolac Chemical Corporation : 1,200 9/1/85
- ' . (ConVvs Subord. Deb.,) (NR)}* )
Allied Farm Equipment, Inc. . 1,500 3/1/80
* (Convs Subord, Deb.) . ' .
American Music Stores, Inec. 2,000 12/1/85
- {Conv. Subord, Deb.) . -
Aasoo%ated 01l & Gas Cgm any 64500 7/1/77
- {Conve Subord., Deb. -
Astrodata, Inc. . - 4,000 L/1/80
.- (Conv. Subord. Debe) '
Aurora Plastiocs Corporation 3, 500 11/1/80
- (Conv. Subord. Debe) :
#%Baldwin-Montrose Chemical Company ,135% 5/1/80
- (Conv. Subord. Deb.) (B)* !
Bayly Manufacturing Company 1,000 3/1/80
" (Subord. Sinking Fund Deb.) :
Beaunit -Corporation 25,000 8/1/90
" (Conve Subord. Deb,)
Bethlshem Steel Corporation 163,430 1/1/90
S (Subord. Deb.) '
Big '?“ Stores, Inc-D o) 2,000 2/1/81
"{Conve Subord. Debe.
Celanese Corporation of America 78,860 4/1/90
(Conv. Subord. Deb.) _
#%#Chance (A.B.) Company 3,000 1/15/85%
(Conv. Subord. Deb.) (Ba)#
Cresent Corporation 11,067 1/1/80
(Conv., Subord. Deb.)
Crestmont 0il & Gas Company 2,200 5/1/80
- (Conve Subord. Debe) ,
E & B Carpet Mill, Inc. 1,500 11/30/80
(Conv, Subord. Deb.)
Fabri-Telt, Ince 4,000 8/1/80
(Conve Subord. Deb.)
Garan, Inc. 2,500 7/1/85
Conv. Subord. Deb.)
*#General Instrument Corporation 12,000 12/1/85%
(Conv. Suborde Deb.) (Ba)* |
Gi1ddings & Lewis Machine Tool Company 4,000 10/1/85
(Conv. Subord. Deb.)
Grace (W.R.) & Company _ 85,000 3/1/90
. (Conv. Subord. Deb.)
Grant (W.T.) Company 35,000 6/1/90
(Conv. Subord. Deb.)
Hanocook Manufacturing Company 1,700 k/15/80
(Conv. Subord. Deb.)
Head Ski Company, Inc. 2,125 1/15/85

(Conv. Subord. Debe.)

(Continued on next page)
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Dollar Maturity
Issues, Type and Year of Igsue Volunme Date
— ' (Thousands)
#*International Silver Com?any 12,091 5/1/85%
(Conve. Subord. Deb.) (Ba)® ;
Keystone Valve Corporation 1,400 7/31/77
Conve Subord. Deb.) . .
Maoy (R.Hs) & Company . . 23,000 6/1/90
~ (Conve Subord. Deb.) . :
Pneumo Dynsmiecs, Inc. . 6,000 7/1/85%
(Conve Subord., Deb.) :
Recognition Equipment, Ino. 6,000 7/15/75%
(Conve Subord. Deb.) g
Retall Centers of the America, Inc. 2,250 1/15/80
. .(Conv. Subord. Deb.) .
**Reveo (DeS.), Inc. . 2,500 11/1/85
(Conv. Subord. Debe.) (B)* .
31313801. Inoc. . 170579 u/1/90
(Conv. Subord. Deb.) .
Standard Packaging Corporation. 31,291 k/30/90
(Conve Subord. Deb.) . ‘
Stevens (J,P,) & Company 30,000 4/1/90
(Conve Suborde Deb.) .
Twentieth Century-Fox Corporation 18,1364 6/1/90
(Conve Subord.. Deb.) ,
United Merchants &, Manufaocturing Co. 40,000 11/1/90
(Conve Suborde Deb.) ' 3 A
**Walston Aviation, Inc. 6,000 6/1/80
(Conv.. Subord. Debs) (NR)#* .
Wetterau Food, Inc. . 2,000 8/1/80
{Conve Subord. Deb.) o
Work Wear Corporation . 6,000 9/1/8%
(Conve Subord. Deb.) ,.
Zayre(Corporat%::d. Deb) 6,000 5/1/8%
Conve Su o Deb. :
| A ) Total 687,692
Grand Total

* Moo&y's industrial Manual Rating

222234797

##Subordinated Debenture issues Examined by thig Study.
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