
 

             
Part 2A of Form ADV:  Firm Brochure 

 
Item 1 Cover Page 
 
 

 
 
 



Item 2 Material Changes 
 
 

 
 
 
 
 
 



Item 3 Table of Contents 
 
 

 
 
 
 
 
 



Item 4 Advisory Business 
 
 

 
 
 
 
 
 



Item 5 Fees and Compensation 
 
 

 
 
 
 
 
 



Item 6 Performance-Based Fees and Side-By-Side Management 
 
 

 
 
 
 
 
 



Item 7 Types of Clients 
 
 

 
 
 
 
 
 



Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 
 
 

 
 
 
 
 
 



Item 9 Disciplinary Information 
 
 

 
 
 
 
 
 



Item 10 Other Financial Industry Activities and Affiliations 
 
 

 
 
 
 
 
 



Item 11 Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 
 
 

 
 
 
 
 
 



Item 12 Brokerage Practices 
 
 

 
 
 
 
 
 



Item 13 Review of Accounts 
 
 

 
 
 
 
 
 



Item 14 Client Referrals and Other Compensation  
 
 

 
 
 
 
 
 



Item 15 Custody 
 
 

 
 
 
 
 
 



Item 16 Investment Discretion  
 
 

 
 
 
 
 
 



Item 17 Voting Client Securities 
 
 

 
 
 
 
 
 



Item 18 Financial Information 
 
 

 
 
 
 
 
 



Item 19 Requirements for State-Registered Advisers 
 
 

 
 
 
 
 
 



Continuation Page1 
 
 

 
 
 
 
 
 



Continuation Page 2 
 
 

 



Continuation Page 3 
 
 

 



Continuation Page 4 
 
 

 



Continuation Page 5 
 
 

 


	Text1:  
Firm Brochure
This brochure provides information about the qualifications and business practices of MacDougall Investment Counsel Inc.  If you have any questions about the contents of this brochure, please contact us at 514-394-2777.  The information in this brochure has not been approved or verified by the United Sates Securities and Exchange Commission or by any state securities authority.  Additional information about MacDougall Investment Counsel Inc. also is available on the SEC's website at www.adviserinfo.sec.gov.
 
 
 
 
 
MacDougall Investment Counsel Inc.
 
 
1010 de la Gauchetière, West Suite 2000
Montreal, Quebec, Canada H3B 4J1
 
 
Telephone Number : 514-394-2777
Fax no. :                   : 514-394-3073
 
 
 
2011-02-28
 
	Text2:  
This is the first version of MacDougall Investment Counsel Inc.'s Brochure.
 
In the future, we will identify and discuss any material changes in this section.
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	Text4: MacDougall Investment Counsel Inc. (MIC) has been an investment counselor since July 2003.  MIC is a wholly owned subsidiary of MacDougall, MacDougall & MacTier Inc., a Canadian brokerage firm, Member of the Investment Industry Regulatory Organization of Canada (IIROC), in business since 1849.  MIC manages client assets in the amount of approximately $50,000,000 on a discretionary basis.
 
MacDougall Investment Counsel Inc. (MIC) specializes in discretionary investment management for individuals, private corporations, and foundations.  Our firm's approach to portfolio management features discipline, a focus on quality, and conservative risk management.
 
Investment Philosophy
 
At MIC we create investment portfolios that are tailored to the specific client and are managed on a segregated basis.  We do this by incorporating each client's unique circumstances into his or her own distinctive investment policy.  Existing holdings, income requirements, tax considerations, time horizons, risk management and growth objectives are all taken into account in the process.  We believe that the individual circumstances of each investor are a key determinant in the portfolio construction process. 
 
Investment Style
 
Equities are selected for the MIC portfolio using fundamental research.  All equities are large capitalization, and good quality.
 
MIC uses a value investment style.  MIC attempts to pay seventy cents for every dollar worth of intrinsic value.  Intrinsic value is the long term true net worth of a stock. Determining this value is done by using metrics such as the ten year average return on equity.  Return on equity is an important metric because it reflects the earnings capability of a firm. A ten year time period is used because it typically includes two business cycles. Price to book value is a second factor that is used to determine value. While it is difficult to purchase stocks selling at book value we attempt to buy stocks selling at less than one and one half times book value.
 
There is rarely an obvious catalyst to close the gap between intrinsic value and price.  Consequently the timing of value realization is unpredictable. Value investing is a “get rich slow” process that rewards patience. Value investing may involve being in a minority, because by definition a value stock can be unpopular.
 
                                                                                                        continued on Continuation Page 1
	Text5:  
Our advisory service fees are between 0.5% and 1.5% yearly based on assets under management and is negotiable and charged monthly or quarterly in arrears.  Fees are deductable from Clients' assets.  There are no other charges in connection with our advisory services.  Clients will incur brokerage and other transaction costs.  Please refer to sections on Brokerage Practices and section on Client Referrals and Other Compensation for more information on brokerage and other transaction costs.
 
	Text6:  
This section is not applicable to MacDougall Investment Counsel Inc.
 
	Text7:  
Our clients are individuals, private corporations, and foundations.
	Text8:  
Please refer to Advisory Business Section.
 
	Text9:  
There are no legal or disciplinary events that are material to a client's or prospective client's evaluation of our advisory business or the integrity of our management.
 
	Text10:  
MIC is the wholly owned subsidiary of MacDougall, MacDougall & MacTier Inc. (MAC), a Canadian broker-dealer member of the Investment Industry Regulatory Organization of Canada (IIROC) and registered with the Canadian Securities Commissions.  
 
MIC and MAC operate as two separate entities.  However, certain officers and directors of MIC are also officers and directors of MAC.  MAC provides administrative services to MIC and MAC personnel assigned to them are subject to a confidentiality policy.  MIC's Portfolio Managers provide portfolio management services only to MIC clients and have no other client business activity.
 
 
	Text11:  
MIC adheres to the AIMR Code of Ethics and Standards of Professional Conduct, meaning:
 
 Ø Acting with integrity, competence, dignity, and in an ethical manner when dealing with the                public, clients, prospects and employers, employees;
 Ø Practicing and encouraging others to practice in a professional and ethical manner;
 Ø Striving to maintain and improve competence;
 Ø Using reasonable care and exercising independent professional judgment.
 
We will provide a copy of our code of ethics to any client or prospective client upon request.
 
MIC will not recommend, buy or sell securities for which our Portfolio Managers or related persons have a material financial interest.  
 
MIC always passes client interests first.  This means recommendations on securities will be considered first for clients and buys and sells will be executed for clients before Portfolio Managers and access persons.
 
 
	Text12: Ø Selection of broker-dealers for client transactions
Unless the Client chooses a specific broker-dealer, MIC will execute client trades through MAC, our parent company, at the most favorable execution.  We have no agreements for soft dollar benefits and research with broker-dealers.
Ø Brokerage for client referrals
We are considering the most favorable execution for clients' trades, unless the client has requested that trades be executed by a specific broker-dealer.  We do not consider client referrals when selecting or recommending broker-dealers to execute client trades.  In the last fiscal year we did not direct any client transactions to a particular broker-dealer in return for client referrals.
 
Ø Directed Brokerage
MIC does not routinely recommend, request or require that a client direct us to execute transactions through a specific broker-dealer.  Directing brokerage could limit our ability to achieve the most favorable execution of client transactions, and this practice may cost clients more.
 
We will permit a client to request directed brokerage but may be unable to achieve most favorable execution of client transactions. For example, in a directed brokerage account, the client may pay higher brokerage commission because we may not be able to aggregate orders to reduce transaction costs, or the client may receive less favorable prices. 
 
Ø Aggregation of orders for various client accounts
MIC will not intentionally favor or disfavor any client or class of clients in the allocation of investment opportunities, so that to the greatest extent practical, such opportunities will be allocated among clients over a period of time on a fair and equitable basis.  Aggregating orders will allow allocating investment opportunities evenly among clients and reduce the cost if a single transaction is executed.
 
	Text13:  
Clients are contacted annually to determine if any material information has changed.  Other events could trigger a review of investment objective and risk such as material changes to client situation reported by the client, significant deposits in or withdrawals from the portfolio.  Based on the information provided to MIC, a review of the client's investments will be undertaken by the advising Portfolio Manager(s) to determine if the client's current investments reflect their revised investment objectives and needs.
We provide quarterly comprehensive portfolio valuations that list all securities and their respective costs and market values.
 
	Text14:  
MIC pays a referral fee to MacDougall, MacDougall & MacTier Inc. for the referral of clients. This fee is a percentage of the annual investment management fee charged to referred client accounts. It should be noted that this fee does not represent any additional cost to the client. Rather, it is deducted from MIC's investment management fee and is paid on an ongoing basis as long as MIC manages the account. Note that representatives of MacDougall, MacDougall & MacTier Inc. are unable to give advice regarding any transactions that he or she are not registered to give advice on. 
 
	Text15:  
MIC will at no time have custody or physical control of the assets held in the client account.  The client has the choice to give custody of their assets to a custodian of his/her choice or to MAC.
When MAC is used as custodian, MAC will promptly send to the client copies or other written notifications of all instructions issued by MIC to MAC, and furnish the client with copies of all confirmations of purchases, sales and other transactions for the client account, as well as account statements on a quarterly basis at minimum.  When MAC is not the custodian of the client account, the client will need to agree with his custodian on what will be reported in terms of instructions, purchases, sales and other transactions initiated by MIC, as well as account statements for the client account.
 
The client should carefully review documentation provided by the custodian, including account statements, and compare them to MIC quarterly portfolio valuations that list all securities and their respective costs and market values.  Any discrepancies should be reported to MIC immediately.
 
 
	Text16:  
A Discretionary Investment Management Agreement providing the terms and conditions under which the account will be managed will be signed by the client at the opening.  The client authorizes MIC to make buy and sell decisions, carry out transactions and provide investment management advice for the client account in accordance with the client's investment objectives and risk tolerance as outlined in the client Investment Policy Statement (IPS).
The client may make changes in his or her investment objectives at any time by communicating them to MIC.
The client will advise MIC of any restrictions that may be applicable to investments for the account, including, without limitation, any restrictions on the client's legal ability to trade in securities and any other tax, pension or other legal requirements that may be applicable to the investments that may be made for the account.
In the management of the account, MIC will exercise such care and prudence as would be expected of an experienced investment counsel, in accordance with the client's investment objectives and risk tolerance as outlined in the IPS.
 
 
	Text17:  
In circumstances where clients have authorized MIC to vote their securities, clients are invited to give instructions to their custodians to forward materials relating to corporate activities requiring voting to MIC. Voting decision will be made by MIC's Portfolio Management Committee in the best interest of the client and be executed in a timely manner.  If a conflict of interest is identified between a committee member and a client, the member will be excluded from the voting decision.  If MIC interest is in conflict with that of a client, MIC will disclose this situation to the client and request voting instructions from the client. Details of voting decisions will be made available in writing to clients who so request.  Where the client has not authorized MIC to vote their securities, clients will receive their proxies and other solicitations directly from the custodian or transfer agent.  Clients are encouraged to contact their Portfolio Manager with questions about a particular solicitation. 
 
	Text18:  
This section is not applicable to MIC because we do not require or solicit prepayment in fees and have no custody of client funds or securities.
 
 
	Text19: 
	Text20: For value investors assessing risk is important.  There are three types of risk: operational, cyclical, and financial.  MIC does not invest in financially leveraged companies so financial risk is normally not present.  Operational risk occurs because of increased competition, or a change in the business environment.  Good management can address operational risk. Cyclical risk is typically temporary in nature. Good management is often able to reduce costs to the point that even at the bottom of the cycle a company is either breaking even, or only losing a modest amount of cash.  Both operational and cyclical risks are acceptable to a value manager.
 
MIC has self-imposed investing constraints.  It does not buy low quality or marginally profitable companies.  It also makes the assumption that when a company is purchased it will be held for an extended period of time. This forces a very careful decision to be made. Finally, MIC invests within its circle of competence.
 
There are a limited number of stocks in the portfolio, and they are held for an extended period of time.  Portfolio turnover is targeted at 20% per annum, or an average hold period of five years.
 
Finally there is no attempt made to replicate indices.
 
 Equities
 
At MIC we invest in companies not markets.  To this end equity investment follows stringent criteria with research conducted in-house.  The primary focus of our research is the generation and application of free cash flow.  This process concentrates on companies that generate significant amounts of free cash flow.  These tend to be businesses that are market leaders, generate consistent and stable corporate growth, have strong balance sheets, and solid management with proven track records.
 
The manner in which a company applies its cash to the benefit of all stakeholders is of critical importance.  To this end we focus on companies that use their free cash flow intelligently, by investing in fixed capital additions, strengthening their balance sheet, or increasing dividends.  
 
Our investment approach is backed by rigorous fundamental analysis by our investment team.  Our investment professionals are trained financial analysts.  They review more than 100 companies annually, 20 to 30 of which are deemed suitable for clients' portfolios.  In-depth knowledge of individual companies and diversification across industry groups allows us to structure clients' portfolios for consistent returns without significant volatility.  Combining a value style of investing with growth and capital preservation is the underlying goal of MIC's equity strategy.
 
                                                                                                                     continued on Continuation Page 2                          
	Text21: Fixed Income 
 
Our fixed income strategy combines the objectives of capital preservation and income generation.  Risk is minimized in this area with investments being largely restricted to Canadian Federal and Provincial government bonds, as well as high quality corporate issues.  For taxable portfolios preferred share investments may also be considered.
 
We undertake a disciplined approach within the fixed income area, concentrating on investment grade securities and the relative valuations between federal, provincial, and corporate issues.  Our investment decisions are influenced by our analysis of key macro-economic, financial, and political issues.  This approach allows MIC to maximize client returns while minimizing exposure to adverse shifts in the fixed income market.
 
 
Balanced Portfolios
 
Balanced portfolio mandates are structured for consistent returns within a low or medium risk framework.  This is accomplished through diversification in both the equity and fixed income areas and by the quality of the portfolio holdings.
 
In determining the appropriate asset mix, longer term trends including the business cycle, inflation and interest rate trends, fiscal and monetary policies, and other financial indicators are considered.  The impact of these factors on the various asset classes in concert with the goals of high quality growth and capital preservation drive our asset mix process.  The experience and depth of our investment team enables us to make portfolio decisions quickly and more importantly implement them into our client portfolios in a timely manner.
 
We do not believe in market timing, as such strategies increase volatility, and tend to detract from after-tax returns in the long run.
 
 
 
 
 
 
 
 
 
                                                                                                        continued on Continuation Page 3
	Text22: Client Service
 
As with our investment approach, client service is tailored to the individual  - timely and accurate reporting, efficient handling of all administrative matters, and most importantly access to MIC's senior investment professionals  - the decision makers in client portfolios.  Close personal relationships between client and our senior portfolio managers ensure full customization of the investment process, both for the development of the Investment Policy Statement and for security selection.  We like to communicate with our clients on a regular basis to ensure that their objectives are being met.
 
We report quarterly, providing comprehensive portfolio valuations that list all securities and their respective costs and market values.  Our reporting is flexible allowing us to customize our client's portfolio to their needs.  Portfolios can be consolidated to provide clients with an overall view of their financial position.  Further, reporting of individual accounts can be provided as these portfolios may have differing investment objectives (such as educational trusts) that require separate evaluation.
 
Custody assets can be with third party custodians or with MacDougall, MacDougall, & MacTier Inc.  For those clients using MacDougall, MacDougall, & MacTier Inc., access to their portfolios is available through on-line access.
 
 
	Text23: Principal Executive Officers and Management Persons
 
Daniel Thompson MBA, CFA
President and Portfolio Manager
 
Daniel Thompson (born in 1962) has 25 years of financial services and management experience, including serving in executive and management positions with a leading Canadian investment management firm and a leading Canadian chartered bank. For 15 years, Daniel worked in senior positions at a firm specializing in small-to-medium capitalization growth companies. He was President/Partner of GBC Asset Management Inc. from 1995 to 2009.  He joined MacDougall, MacDougall & MacTier Inc. (MAC) as President/CEO in May 2009 and was appointed President and Portfolio Manager of MIC in September 2010. Daniel spends his time equally between MIC and MAC and receives his compensation from MAC.  He is a graduate of the University of Western Ontario, holds an MBA from McGill University and the Chartered Financial Analyst designation.
 
Ian Nakamoto MBA, CFA 
Portfolio Manager
 
Ian Nakamoto (born in 1955) has over 30 years of investment and financial analysis experience at various financial organizations. Ian became Director of Research at MacDougall, MacDougall & MacTier Inc. in September 2003 and also serves on the Investment Policy Committee at MAC. Ian analyses the basic materials and financial service sectors. Ian joined MIC in February 2010 and spends his time equally between MIC and MAC. He receives his compensation from MAC.  He has an MBA and holds the Chartered Financial Analyst designation.
 
Ian Osler, CFA
Associate Portfolio Manager
 
Ian Osler (born in 1954) has 30 years experience in the investment business.  He spent several years as an equity analyst at various financial organizations.  He also has many years experience as a mutual fund portfolio manager and as a manager of portfolios for high net wealth individuals. Ian joined MIC in June 2010 and prior to that he was a self-employed private wealth manager. Ian has an economics degree from Queen's University, and the CFA designation.
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