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RIVERSIDE SILEK MILLS, LIMITED

REPORT OF THE DIRECTORS

TO THE SHAREHOLDERS:

Your directors submit herewith the annual report for the year ended
December 31, 1959, together with financial statements and the report of the
auditors.

Sale of the Fabries Division

As the year progressed, it became evident to your directors that their
hopes for the fabrics division were not going to be realized, and in fact that
unless drastic action were taken, serious losses would result for your com-
pany. The losses for this division during the first six months of 1959 more
than offset the profits of the yarns division. Also, the financial resources of your
company were inadequate to pursue the proper development and expansion of
both divisions simultaneously. Your directors therefore authorized the sale of
the fabrics division as a going concern, and on August 31, 1959, the fabrics
division was sold. Your company continues to operate it under the terms of a
management agreement with Riverside Fabrics Limited, a subsidiary of Silknit
Limited. The sale of this division resulted in a reduction of $91,559 in retained
earnings,

As a direct result of this transaction, your company’s working capital
requirements have been reduced by more than 50%. Since the end of the fiscal
year, the bank loan has been eliminated, and as of March 1, 1960, current assets
were approximately two and one quarter times current liabilities.

Sales and Earnings

Prior to the sale on August 31, 1959, fabric sales amounted to $764,094,
while yarn sales for the year reached a total of $1,490,646. The net operating
loss for the year was $69,801 after providing for depreciation of $70,447.
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RIVERSIDE SILK MILLS, LIMITETD

Organization

On September 1, 1959, Mr. K. D. Bailey resigned as President and General
Manager to become President of Riverside Fabrics Limited. Mr. J. 5. Deacon
was elected President of your company, and your directors appointed Mr. D. M.
Rogers, Vice-President, Sales and Development ; Mr. P. W. Moore, Vice-President,
Manufacturing and Mr. L. R. Dobbin, Treasurer and Comptroller.

Development

With the improvement in your company’s financial situation, Riverside
has been able to pursue more aggressively the development and perfection of
new type yarns for the hosiery, outerwear and upholstery trades. The suc-
cess of our efforts is now being reflected in increased production and sales. The
development of new production methods has resulted in better control of quality
and costs.

Change of Name

Now that your company is engaged only in the production and sale of
specialty yarns made of numerous synthetic fibres, your directors propose to
change the name of your company to “Riverside Yarns Limited”. Your approval
is requested of a special resolution authorizing the change to this more accurate
description of your company.

Summary

The year 1959 was a most difficult one for your company, but the drastic
measures taken by your directors have resulted in the strongest financial pic-
ture enjoyed by your company for some years. The serious losses have been
stopped, and after a slow start in 1960 sales have shown a promising upward
trend.

Your directors wish to thank all the employees for their continuing
loyalty and hard work which are being reflected in the quality of the company’s
products.

On behalf of the Board.
J. S. DEACON,

President.
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RIVERSIDE SILK

Incorporated under t

BALANCE
December
(With comparative figures
L
ASSETS 1959 1958
Current Assets:
[GTT:] o L S R O U 300 1,075
Notes receivable, due January to March, 1960 ........ 182,676
Accounts receivable, less allowance for doubtful
BCCOWIEE: wyusmunisvovsnnvsssssimases s R TG s tasiie 145,229 245,558
Inventory of merchandise and supplies, at the
lower of cost or market .........ocecveerrececcicrinnnnn, 173,987 550,346
Employees’ balances re bond subscriptions
(SECUTA) ...oiiirrierriiiieee e 4,804 4,586
Prepaid eXpenses ........ccoooiiieirieecieseeeesenens 10,504 13,420
517,500 814,985
Deposit with trustee for bondholders (note 3) ............ 40,500
Fixed Assets at replacement values as of April 10,
1928 as per appraisal of Dominon Appraisal Co.,
Limited, with subsequent additions at cost:
1 (T B 6,600 6,600
BUildings .oocvvicviiiviciecciis et eee e s 303,529 301,283
Machinery and equipment ...........cccoovvevvrnenn., N - 571,875 1,006,087
882,004 1,403,970
Less Accumulated depreciation .........cccoceevvevrvvevesnennn., 568,909 934,543
313,095 469,427
Investment in Great West Felt Company, Limited .... 1
Patents ...oococciiiiiiieeece et e e n 381
Deferred charges to operations ............c..coooovveveieveiveen, 93,740 110,068
$ 964,835 1,394,862

Notes:

1. Dividends on the class A shares have been paid to July 1, 1953 and are in arrears $13

2. The first mortgage sinking fund bonds, Series A, carry warrants for the purchase of
for each $1,000 principal amount of bonds. The company is required to redeem $10,

deemed.

3. The deposit of $40,500 with the trustee for the bondholders is available to the compa
4. The Trust Deed securing the Series A bonds restricts the declaration or payment of

1957.

TO THE SHAREHOLDERS OF
RIVERSIDE SILK MILLS, LIMITED.

AUDITORS’

We have examined the balance sheet of Riverside Silk Mills, Limited as at December 31, 1959 and
ed a general review of the accounting procedures and such tests of accounting records and other supporting

In our opinion the accompanying balance sheet, supplemented by the notes thereto, and statemen
1959 and the results of its operations for the year ended on that date, in accordance with generally accepted

TORONTO, Canada.
March 29, 1960.
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M1 L LS, LIMITETD

he laws of Ontario

SHEET
31, 1959
13 at December 31, 1958)
LIABILITIES 1959 1958
Current Liabilities:
Bank loan and overdraft (secured) ..........ccceceenneee 161,252 326,120
Accounts payable and accrued eXpenses .................. 147,208 228,893
Bank loan re employees’ bonds (secured) ................ 4,804 4,586
Income faxes payable ...............caasniainsmss 2,332
313,264 561,931
Funded Debt:
615 % First mortgage sinking fund bonds,, Series
A, due September 15, 1972 (note 2) ...cooeveeeennenn. 180,000 200,000
Shareholders’ Equity:
Capital stock:
Authorized :
30,000 class A $2.00 cumulative participating
shares without par value
100,000 common shares without par value
Issued:
30,000 class A shares)
20,000 common shares).......cccceeeiiiiiisiicnnennnns 300,000 300,000
Retained earnings ... i oavtiss v 171,691 332,931
471,571 632,931

APPROVED ON BEHALF OF THE BOARD

J. S. DEACON, Director

00 per share.

R. B. LAW, Director

$964,835 § 1,394,862

common shares at $5 per share up to December 31, 1961, on the basis of 50 shares
00 of bonds in each of the years 1959 to 1972. To date $20,000 of bonds have been re-

1y for the acquisition of fixed assets.

lividends to the aggregate of the net earnings of the company subsequent to June 30,

REPORT

the statements of income and retained earnings for the year ended on that date. Our examination includ-
svidence as we considered necessary in the circumstances.

s of income and retained earnings present fairly the financial position of the company as at December 31,
accounting principles applied on a basis consistent with that of the preceding year.

THORNE, MULHOLLAND, HOWSON & McPHERSON
Chartered Accountants
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RIVERGSIDE SILK MILLS, LIMITED

COMPARATIVE STATEMENT OF INCOME
for the years ended December 31st, 1959 and 1958

1959 1958

Gross operating profit ..ooooocooceeeeeeeeeeee e $ 240,565 320,102
Selling and administrative expenses ..........ocoooo..... $ 222,665 193,626
Direetors® fees .ummaammninsnissamsais st 2,800 3,100
Bond. Inferest .uwmuansnnmmnsisasmmeyammss 12,341 13,000
Re-financing expenses amortized .......coocveeeveecvevnennnn. 1,464 1,353
$ 239,270 211,079

Income before undernoted items ........ccoeenenee. $ 1,295 109,023
DepTaeIEtION, ot i v oo sasansampsagnsadinsinssesnmsanes 70,447 90,770
$  (69,152) 18,253

*Contribution to employees profit sharing plan ........ 5091 2,738
Income or (loss) before undernoted taxes ............... $  (69,743) 15,515
Taxes ON INCOME vicvicverrerrerrinrieserese e E 58 2,274
Net income or (loss) for year ............ccccocevvevecveennn.. $ (69,801) 13,241

*The 1959 contribution represents the minimum requirement.
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RIVERSIDE SILK MILLS, LIMITETD

COMPARATIVE STATEMENT OF RETAINED EARNINGS
for the years ended December 31st, 1959 and 1958

1959 1958
Retained earnings at beginning of vear ......o......... $ 332,931 $ 334,690
Net income or (loss) for year .......ocovevvevvvieiveeseennen. (69,801) 13,241

$ 263,130 3 347,931

Loss on sale of fabrics division machinery and in-
RL=) 1170 o SO ORT TR (91,559)

$ 171571 & 347,931

Dividends paid on Class A Shares .......ccececevveveveesnenns 15,000

Retained earnings at end of year .............cccvvvvvvvennenn. $ 171571 $ 332931
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RIVERSIDE SILK MILLS, LIMITETD

STATEMENT OF SOURCE AND APPLICATION OF FUNDS
Year ended December 31st, 1959

Funds made available:
By operations:
Expenses which do not involve an outlay of funds:

........................................ $ 70,447
Patents and investment written off.. 382

Depreciation

Promotion and development expenses
amortized «vimnmrnnssannnnnise 14,864

Re-financing expenses amortized ...... 1,464
Loss on sale of fixed assets ............... 1,621
$ 88,778
Less:
Net loss for year ......ccoceeuneee. $ 69,801

Loss on sale of fabrics in-
VENLOTY wvvverricrevireereineineens 17,947 87,748 1,030

Proceeds from sale of fixed assets (not in-
cluding $40,500 deposited with trustee
for bondholders)i « v o $ 1,544 $ 2,574

Funds applied:
Expenditure on fixed assets .....ccccoiiiiiiiiiiiricciieieiinns 31,392
Reduction of first mortgage bonds ......cccocvveeiiicneenn 20,000 51,392

Resulting decrease in working capital ...........cccooevvvirnennen. $ 48,818

N N

Working Capital December 31st, 1959 ....ccoviieiiniiens $ 204,236
Working Capital December 31st, 1958 .........ccceeeeeennn. 253,054

Decrease in Working Capital ....cccccovivvvveviiiviiiniericiiieenens $ 48,818
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