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The Thirteenth Annual Report

of the Directors of

HOWARD SMITH PAPER MILLS, LIMITED

Presented to the Shareholders at their Annual Meeting, Twenty-first April, 1941.

To the Shareholders:

Your Directors present herewith the Thirteenth Annual Consolidated Report of your
Company and its Subsidiaries for the year ended December 31, 1940, comprising the Balance
Sheet, Profit and Loss Statement, Surplus Account and Auditors’ Report. Your Company
experienced a year of record activity. All Mills operated to full capacity throughout the
year and these reports reflect the progress that was made. Your attention is directed to the
following features:

ProriT AND Loss STATEMENT

Earnings from this year’s operations and other revenues amounted to $4,513,882.99,
being an increase of $1,392,412.09 over the earnings for the previous year.

To meet the additional Income Tax, and Excess Profits Tax imposed by the Dominion
Government and the heavy increase in the rate of Profits Taxes of the Provinces of Ontario
and Quebec, it has been necessary to provide an amount of $1,794,692.99 compared with

$330,368.69 in 1939.

Thus, notwithstanding the substantial increase in earnings, the Net Profits of
$1,134,921.49 (after all deductions, including provision of $138,755.89 for reduction in value
of Inventories) are $312,195.86 less than those for the previous year.

BALANCE SHEET

The Bank Loans, shown at $250,000 in last year’s Balance Sheet, were entirely paid
off during the year. Bonds outstanding were reduced by $375,000.

With greatly increased activities it became necessary to provide larger inventories
at all mills, especially in the main items of Raw Materials. This has resulted in an increase
in our Inventories of $1,183,167.91 over the previous year.

Working Capital now stands at $3,227,659.05.

With the exception of a few shares the balance of the share capital of Alliance Paper
Mills Limited was acquired during the year.



The outstanding shares of the Howard Smith Chemicals Limited were also acquired
during the year and its Balance Sheet and Profit and Loss Statement for the year have been
consolidated in the attached report for the first time.

With the likelihood of War continuing throughout 1941 we can look forward to
another year of Industrial activity. What conditions in that year may be it is not possible
to forecast. Your mills are, however, in a position to give a good account of themselves and
the employees at all Divisions have demonstrated their willingness to co-operate with the
Management in every way to the end that we may render the greatest service and
contribution to the great task before us.

Your Directors wish to express their thanks to the Ofhicers, Staff and Employees for
the very efhicient service which they rendered to your Company during the year.

Submitted on behalf of the Board,

HAROLD CRABTREE,

President,

Montreal, March 15, 1041.



Current Assets:

CONSOLIDATED |

HOWARD SMITH PA

AND SUBSIDIARY COMPANIES

CashinHandandatBanks. .. ............ ... ... ... ... ..... $  340,885.99
Investment in Bonds—at cost (quoted market value $6¢,753.68). ....... 72,417.05
Accounts and Bills Receivable, less Reserve for Doubtful Accounts.. ...  2,151,382.25
Amount due from a Subsidiary Company (not consolidated herein). . .. .. 3,058.62

Inventories of Finished Products, Work in Process, Raw Materials and
Operating Supplies, certified by responsible Officials as being on hand
and valued at laid-down purchased or manufacturing cost determined
in accordance with the Companies’ usual practice, or at current market
price, whichever was lower, and advances on Pulpwood Contracts

and Operations. . ... ...............

........................ 3,806,802.27

——— 3%  6,374.546.18

Other Assets:

Cash Surrender Value of Life Insurance Policies. .. ................. $ 44,155.95

Mortgape Receivablesve 5 o o o v v & as = s opns » sz % sasinis et i

Investment in a Subsidiary Company (not consolidated herein). .. ...... 277,000.00

Investment in Other Companies at book value. . ................ . .. 165,155.00

GUArantee DIEPOBIES .. . v « vsms o smone sumin & S0 § 555 = 560 & 6% ¥ 1 355 £ ¥ 98,994.11

— 336,301.7%

Defetted CRaIOen. | ... .o o con i § 5555 S0 Fobd § 485 8 R © s o 14,379.52
Unamortized Bond Refunding Expense. .. ................... 80,000.00

Fixed Assets at or below cost:

Land, Buildings, Plant, Equipment, etc. . .

Approved on behalf of the Board:
HaroLp CrABTREE, Director.
E. Howarp SmrtH, Director.

....................... .$ 22,060,729.69
Leasehold and Freehold Timber Limits and Water Power. ... ... ...... 2,418,807.61

25,388,537.30

$ 12,213,76475



ALANCE SHEET

ER MILLS, LIMITED

AS AT 31ST DECEMBER 1940

Current Liabilities:

AcconntS PATABICL.. . v - & S35 & VRIS S5 B S 5 R IR S e s $  707,705.87
Notes Payable in connection with purchase of shares of a Subsidiary

COTDANT. . o 3 W5 2L B8 5 ST B o 2L SO Sosees 1 St 4 o b 404,350.00
Dividend on Preferred Shares payable 15th January 1o41.......... ... 107,554.50
Provision for Taxes—estimated. . ... ... ov et ien e e 1,810,902.84
Accrued Liabilities and Provision for Claims and Allowances. .. .. ..... 116,373.92

First Mortgage Bonds Outstanding:
Canada Paper Company—
Authorized, less Bonds redeemed. . . .. ... ... ... ... $ 3,625,000.00
Outstanding—Series “A™":
19, Serial Bonds due 4th June to41. .. ... ... ... ... ... ... $  125,000.00
31497, Serial Bonds due 1042 t0 1045 . . ... ... §00,000.00
4349 15year Bonds due 1952. . . ... ... ...l 700,000.00

Howard Smith Paper Mills, Limited—
Authorized, less Bonds redeemed . . . .. ... ... ... ... $ 11,000,000.00

Qutstanding—Series "A™:
1149/, Serial Bonds due 1041 t0 1044. .. .. ...l $  1,300,000.00
($250,000. matures 1st December 1941)
49 Serial Bonds due 1945 and 1046. . ... ... ... .. ...l 700,000.00
4149 15 yearBondsdue 1951, ... ... $ 4,050,000.00
Less: Held in Treasury. ... ... .............. 750,000.00

Minority Shareholders’ Interest in Subsidiary Company (consolidated herein). ... ........

Reserves for:
Depreciation A0 TRPREOH, : ..o 5 o0 + 5 058 5 603 § 565§ § 457 ¥ 555 § wan $ 09,200,627.10
INVENTOTIES . .« « o oo 310,849.91
CIONINIENCIPE L 2 o omsess s i § BEES S TG JI8 5 B mgpane. swmass 03,122.42

Capital:
Six per cent Cumulative Preferred Stock (redeemable on sixty days’
notice at $110.00 plus accrued dividends):
Authorized—75,000 shares of $100.00 each. ... ... .. $ 7,500,000.00

Issued at 315t December 1939. ... .... 62,516 shares $ 6,251,600.00
Issued during 1940 for acquisition of Pre-
ferred Sharesof Subsidiary Companies 9,187 shares 918,700.00

Outstanding 31st December 1940.. .. .. 71,703 shares $ 7,170,300.00
Common Stock:
Authorized—400,000 shares of no par value
Issued at 31st December 1939. ........ 320,663 shares $§ 1,010,285.76
Issued during 1940 for acquisition of
Common Shares of a Subsidiary
ORI v v 0 sowim 5 s & s 3,173 shares 3,173.00

Outstanding at 315t December 1940 . ..332,836 shares 1,013,458.76

Capital Surplus. . .. ... ..o e e
Barned SUIPIUEL .. . o o 5005 5 s 5 e @ 5 twne 5 fsn © s o s 5 GG o © o o

3,146,887.13

1,325,000.00

5,300,000.0C
1,641.62

9:703,539-43

8,183,758.76
582,160.29
3,970,717.52

$ 32,213,764.75

CONTINGENT LIABILITIES:
Trade Paper under Discount and Accommodation Notes. . . . § 15,855.63
Guarantee of Bank Loan against future wood deliveries.. . ... 138,000.00

This is the Balance Sheet referred to in our Report of even date.
Montreal, 15th February 1941. P. S. ROSS & SONS, Chartered Accountants.



HOWARD SMITH PAPER MILLS, LIMITED
AND SUBSIDIARY COMPANIES

CONSOLIDATED PROFIT AND LOSS AND EARNED SURPLUS ACCOUNT
as at 31st December 1940

Balance as at 318t December 1930, ..o oo vt vt it s $  3,287,777.52
Abpp:
Adjustments affecting prior periods in respect of—
INVEREOLY. v o cioio + vms o siomin syengin Yoiledd VT 53600 § 506 ¥ via0s 3 S alodes $ 5§3,500.00
Purchase of additional shzres of Subsidiary Companies—consolidated
RCOCI -.ocore oimamsie o meaen 5 B85 Hath 3 B 54000 §AIE £ SN Smp i 22,497.16
Other adjustments affecting prior periods. . . .................... 3,247.46
$ 19,244.62
Depucr:
Additional Income and Profits Taxes—estimated. .. ... ............. 58,972.11
] 20,272.51

$ 3,308,050.03
Debucr:
Amount written off Bond Refunding Bxpense. .. .............cooieiiiiiiiia 80,000.00

. $ 3,228,050.03
Profit from Operations for the year ended 31st December 1940 before

deducting the undernoted charges. . ... ...$ *4,446,590.54
Income from Investments:
Subsidiary Company (not consolidated herein)..... ... $ §,400.00
EHEPE.. . .in Sand S0 3,50 5 965 % i WEWS ¥ 965 3 Qe 13,673.77
— 19,073.77
ROvalties:: = son 5 omn o o ¥ 509 § S 3 D800G WA & SR © B 3 9w & wiis 5 o 48,218.68
$  4,513,832.99
Depucr:
Directors’ Fees. . . ..ot 1,585.00
Interest o Bondsies « v o s & v 5 wmies sruss = sio s &9 273,212.32
Provision for Depreciation and Depletion. ............ 1,170,715.30
Provision for Inventory Reserves. .. ................ 138,755.89

Provision for Income and Excess Profits Taxes—estimated  1,704,602.99
—  3,378,96150

Pyt ol Fen P oy B SRl rcenrn GO $ 1,134,921.49

Depucr:
Minority Shareholders’ Equity therein. .............. $ 60.00
Preferred Dividends of a Subsidiary Company......... 17.50
LR L 77-50
$ 1,134.843.99
Depucr:
Preferred Dividends of Howard Smith Paper Mills, Limited. . . ... ..... 192,176.50
—  742,607.49
Balatice a8 at 318t December $040. . ... . « s = 5505 aedis £imn 5 56 8 S0 § i & aaes « desi $ 3,970,717.52

*After charging Executive Officers’ Salaries and Legal Fees amounting to $80,539.92 and $1,200.89
ging
respectively.



HOWARD SMITH PAPER MILLS, LIMITED
AND SUBSIDIARY COMPANIES

o2

CONSOLIDATED STATEMENT OF CAPITAL SURPLUS ACCOUNT
as at 31st December 1940

Balance ag at 316t December TOAD: wan woms wmmn aies » 760 Swwe 25 3 & a5 @i sy s sews $ 587,305.04
Abpb:
Adjustments arising from the acquisition of additional shares of Subsidiary Come
panies—consolidited Rerein. ... & i o vuinis v wnis o samiieain site smes e aee wieae s 14,855.25
$  6o2,160.29
Depucr:
Book value of Patents of a Subsidiary Company—consolidated herein................ 20,000.00
Balaniceiasat 518t DeceMbBeritaqon i o i s voss soss 3 s warem wasts « siaza s eiszess o iaosis i aceiy $  582,160.29

AUDITORS' REPORT

Montreal, Que., 15th February 1941

Howarp Smrte Parer Mirts, LoviTED,
MONTREAL.

We have made an examination of the Consolidated Balance Sheet of Howard Smith Paper
Mills, Limited and certain of its subsidiary companies as at 315t December 1940. In connection
therewith we examined the accounting records and other supporting evidence of the Howard
Smith Paper Mills, Limited and of two of its subsidiary companies and have received all the
information and explanations required by us; we have been furnished with certified statements
as at the same date of the other subsidiary companies (consolidated therein) not examined by us.

Pursuant to Section 114 of the Dominion Companies Act (1934) we report that profits of a
subsidiary company (not consolidated) are included in the attached statements only to the extent
of dividends received.

In our opinion, based upon the examination and certified statements referred to above, the
attached Consolidated Balance Sheet as at 315t December 1940 of Howard Smith Paper Mills,
Limited and certain of its subsidiary companies, is properly drawn up so as to exhibit a true and
correct view of the state of their combined affairs as at that date, according to the best of our
information, the explanations given to us and as shown by the books of the companies examined
by us and the statements furnished to us.

P.S. ROSS & SONS,
Chartered Accountants.



YOU HELP YOUR COMPANY
EVERY TIME YOU BUY

CASHMERE

Toilet Tissue o

SNOWCAP

Toilet Tissue e

CASHMERE
Household Towels o

DUOTOWLS

for the office and plant e

To those in industry, may we remind you that your nine
mills manufacture a complete line of correspondence,
industrial, wrapping, and advertising papers. Ask your
printer to supply a paper made by

HOWARD SMITH PAPER MILLS LIMITED
CANADA PAPER COMPANY
ALLIANCE PAPER MILLS LIMITED
DON VALLEY PAPER COMPANY LIMITED

Samples and information will be gladly given upon request
Write Advertising Department at 407 McGill St., Montreal

The papers used in this report are:

COVER—Mayfair Cover, Blue Antique, made by
Howard Smith Paper Mills, Limited.

TEXT PAGES—Carlyle Japan, Snowhite Amntigue,
made by Howard Smith Paper Mills, Limited.

FLYLEAF—Embossed Glassine, Crystal, made by
Alliance Paper Mills, Limited.

















