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DOMINION WOOLLENS & WORSTEDS, LIMITED

DIRECTORS' REPORT

Your Board of Directors, in presenting its Annual Report on the operations of the

Company for the year ended December 31st, 1949, comment as follows.

The course of business in 1949 was dominated by wool prices. There were three
major price movements. Prices were high and firm in the firsc quarter. An abrupt drop
in early April reduced prices to a level which held with minor fluctuations to the time of
devaluation at the end of the third quarter. Devaluation brought about another and
more severe drop to the lowest level of the year. The lasc quarter saw a steady un-

interrupted rise in prices from this low point to the year end.

Stocks of cloth of the usual conservative merchandise from which the greater pare
of clothing is made were heavy, and in view of the wide fluctuations in wool prices, an
effort was made by our customers to reduce inventories to the lowest possible level.

New purchases were confined to style merchandise sold in smaller volume.

Under these circumstances, new lines had to be styled and new markets found for
them, all of which added considerably to the cost of operation. Substantial reductions
in price had to be made throughout the year in keeping with fluctuations in the raw wool
market, and to meet the competition of imported cloths, the landed cost of which was

substantially reduced due to the devaluation of the pound sterling.

Sales and production suffered as a result of these conditions, being 14% lower than

the previous year.

It has been necessary to draw heavily on the inventory reserve to cover the losses
suffered during the year. A substantial amount, however, still remains which should be
adequate to cover future conditions, as a repetition of the combination of the very

abnormal conditions met with in the year under review is unlikely.



DOMINION WOOLLENS & WORSTEDS, LIMITED

The reserve for future decline in Inventory values shown in the Company's 1948
Report was on an income tax paid basis. Consequently, the utilization of a portion of
same during the current year to take care of losses results in an adjustment of income
taxes paid in respect of the year 1948 and the amount of tax so recoverable is reflected

in the Statement of Income and Expenditure.

Income and Excess Profits taxes for the years 1946 to 1948 inclusive have been
determined by the Income Tax Department and the provisions that had been made for

those years have been adequarte.

Your Company’s plants have been well maintained. Expenditures on plant and
equipment for the year amounted to $180,000. Depreciarion to the extent of $80,000.

has been provided.

During the year four quarterly dividends have been paid, amounting to an annual

rate of $1.00 per share.

Current volume of business is reasonably satisfactory but the margin of profit is
subnormal. The quality of our product is second to none and every possible economy

is being effected that does not prejudice our capacity to produce in volume.

The Directors are pleased to report that relations with employees are cordial and

co-operative, for which we wish again to record our appreciation.

Submitted on behalf of the Board.
JOHN W. HOBBS,

Chairman.

Toronto, Ontario, May 1, 1950.
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DOMINION WOOLLENS & WORSTEDS, LIMITED

STATEMENT
OF
INCOME AND EXPENDITURE

For the year ended 31st DECEMBER, 1949

Balance of income account for the year after charges of $41,100
for remuneration of executive officers and salaried
directors and solicitors’ fees, and $7,500 for directors’
fees and after transfer from inventory reserve and credit
of income tax rebates (see footnote) and before pro-

viding for the underpoted chargesiec: cas os e vt wvi ses ow o5 5 o S £322,595
Deduct:
Provision for depreciation............................ £80,000
Bond and debenture interest.............. ... 73,327 153,327
Balante transfeited to: Eatnied SUEPIS -1 sus sun gow puman s sis sasna sge vy $169,268

Note: The balance of income account for the year, above referred to, has been deter-
mined after transferring an amount of $540,000 from the "Reserve for Future
Decline in Inventory Values” (on which income taxes have been paid),
previously established in the amount of $1,110,000, in order to offset trading
and inventory losses arising through the devaluation of Canadian and British
currencies in September 1949. Credit has likewise been taken, in arriving at
the balance of income account, for the recovery of $155,879 of income taxes
paid in respect of the year 1948.



DOMINION WOOLLENS

ASSETS
CURRENT:
Cash on hand and in banks..........covvivivine.. § 41,986
Accounts receivable, less reserve of $51,000........... (685,486

Inventories of finished goods, goods in process, raw
materials and supplies on hand and in transit, as
determined and certified by the management and

valued at the lower of cost or market. .. .. ... .. .. 4,087,215
Income taxes recoverable........ ... ... ... .. .. .. ... 174,917
Unexpired insurance premiums and other deferred

EXPENBESLY: i 1ats i Taih e sue o5a 55 s il s e 30,463

MORTGAGES AND SECURED LOANS RECEIVABLE FROM EM-
PLOYEBS: S acleiinh o S Shg Shsi i e iyt s5ast) St e shaws TOcae e Aebdse o et

INVESTMENT IN AND ADVANCES TO SUBSIDIARY COMPANY:
Woodsdale Properties Limited:
Shares, at cost, and advances less losses incurred

FIXED:
At depreciated replacement values in 1928 as certified
by the Canadian Appraisal Company Limirted,
comprising land, buildings, houses, plant and
equipment less amounts written off, plus subse-
qiient additi GASIALIEOST: wirw s <o s e s anesn svaes $4,905,873

Less: Reserve for depreciation.................. 2,662,344

Dominion Woollens & Worsteds, Limited,
Toronto, Ontario.

BALANCE SHEET as a

$5,020,067

41,728

8»898

2,243,529

$7,314,222

We have examined the above Balance Sheet of Dominion Woollens & Worsteds, Limited, as at

315t December, 1949, and the related Statements of Earned Surplus and of Income and Expenditure for
the vear ended on that date. [n connection therewith we made a general review of the accounting methods
of the company and examined or tested accounting records and other supporting evidence to the extent
that we deemed appropriate without making a detailed audit of the transacrions. We have received all
of the information and explanations we have required,

In accordance with Section 114 of the Dominion Companies Act we report that the accumulated
losses incurred by the subsidiary company have been reflected in reductions of the book value of the
holding company's investment in shares of and advances to the subsidiarv, such reductions being charged
to the holding company’s surplus account.

In our opinion the attached Balance Sheet and related Statements of Earned Surplus and of In-
come and Expenditure, when read in conjunction with the note appended to the last named statement,
are prog::ly rawn up $o as to exhibit a true and correct view of the affairs of the company as ar 31st
December, 1949, and the result of its operations for the year ended on that dare, according to the best
of our information and explanations given to us and as shown by the books of the company.

P. 8. ROSS & SONS, Chartered Accounrants.
TORONTO, Ont., 15th April, 1950.



& WORSTEDS, LIMITED

31st DECEMBER, 1949

LIABILITIES
CURRENT:

Bank loan—secured .. .. ... ... ... ... ... $2,164,000
Bills payable under bank letters of credit—secured .. .. . 587,515
Accounts payable and accrued liabilities. ... ... ... .. 408,712
Dividend payabler. cu: con sae s mem e s s om0 o e 36,778
Bond and debenture interest accrued ........ .. ... .. .. 34,822
First mortgage serial bonds marturing 1st February,

D S e e e (ihelis) hiohe oot oiia et atiatie =rios (ohoss ont s 50,000

RESERVE FOR FUTURE DECLINE IN INVENTORY VALUES. .. ...
{on which income taxes have been paid)..............

FUNDED DEBT:
First mortgage serial bonds:
Auchorized —$§2,000,000

Issued — 700,000
Outstanding (less bonds maturing 1st February,
1950) 3%% and 4%, maturing 1951-54. .. .. .. $ 400,000
Redeemable sinking fund debentures 5% maturing
1964:
Authorized and issued............. $1,270,200
Less:  Redeemed under terms of

Trust Deed.............. 169,000 1,101,200

CAPITAL AND SURPLUS:
Common Stock:
Authorized —155,000 shares of no par value
Issued -—147,283 shares fully paid........... § 917,548
Earned surplus, per statemenc attached ... ... ... ... 1,043,647

$3,281,827

570,000

1,501,200

1,961,195

CONTINGENT LIABILITY

Mortgages guaranteed in connection with
houses é|1:>ui1c by subsidiary, Woodsdale
Properties Limited, $40,200.

' Henry Barrertt

Signed on behalf of the Board: 4
| J- A Gairdner

$7,314,222

Director

Director



DOMINION WOOLLENS & WORSTEDS, LIMITED

STATEMENT
OF
EARNED SURPLUS

For the year ended 31st DECEMBER, 1949

BALANCE AT CREDIT, 1ST JANUARY, 1949. ... ....0oivvinininnnn s $1,039,518
Add:
Transferred from Statement of Income and
Expenditure........ooovivineiniiiiiieianann $169,268
Miscellaneous adjustments (net)................... 994 170,262

$1,209,780

Deduct:

Losses incurred in 1949 by subsidiary—

Woodsdale Propetties Limited.. .o o vimivais o wsie e e = 19,025
$1,190,755

Deduct:
Dividends declared ............ S R SR SN ST IR S e e 147,108
BALANCE AT CREDIT, 31ST DECEMBER, 1949 . ......... .. ... ... $1,043,647



DOMINION WOOLLENS & WORSTEDS, LIMITED

STATEMENT

OF

SOURCE AND USE OF FUNDS

For the year ended 31st DECEMBER, 1949

SOURCE oF FUNDS:

1948
Current Assets................. $5,275,723
Current Liabilities . ... .......... 2,004,217

B eGIeaserin WOkl mgiCAPItal o msmmer anes v e s s sho s v, e wpess v

Decrease in other ASSets. . .. . .

How FUNDS WERE USED:

1949
$5,020,067

3,281,827

§255,656
377,610

decrease

increase

$633,266
59,524

$692,790

The following statement shows how the amount of $692,790 was utilized.

1948
Land, buildings and
equipment (net)........... $4,761,091
Reduction in Bonds....... ... .. 450,000
Reduction in Debentures........ 1,124,100

Dividends paid to Shareholders. . ......... ... ... ... ... .. .. .0,
Sundry Charges to Surplus Account.................. ... ...,

1949

$4,905,873
400,000
1,101,200

increase $144,782
50,000
22,900
147,108

18,031

Operating expenditures over income before transfer from inventory

LESCEVC ACCOMIIE v oaumen s rriaies evige ) stenis, el ol WUalis (W RHG= SE50A) 458 AVl SHGe SIS SEcuR

309,969
$692,790




DOMINION WOOLLENS & WORSTEDS, LIMITED

DISTRIBUTION OF SALES INCOME—BY AMOUNTS AND PORTION OF
EACH SALES DOLLAR

Amounts B __ Portion of Sales Dollar
1947 1948 1949 1947 1948 1949

$7,475,685. $9,710,350. $8,549,254. Sales Income

Distributed as follows:

2,742,182, 4,224,122, 3,957,807. Materials and supplies including provision
for inventory price decline. ......... ... .. 36.6¢ 43.5¢ 406.4¢
2,832,883,  3,321,943.  3,090,105. Wages, salaries and employee benefits. . . .. 37.8 342 361
431,036. 451,975. 310,352. Plant Maintenance: - oo s oe amem s s 5.9 4.6 3.6
542,848. 600,358. 572,347. Other production expenses—fuel, power,
IS ULANCE, BTG ot simarassiars. e i wvatoss o6 7.3 162 64
119,358. 192,601. 221,563, Selling, delivery and administration expenses 1.6 2.0 2.6
141,435, 160,359. 190,968, Interest on bonds, debenrtures and bank loan 1.9 i1y 2.2
372,500. 418,750. = TNCOMETARES o v me o comm s, S e saasmts S0 5.0 43 —
25,859. 27,420. 36,844. Other FAXES = sunios cns o saives & 8 s o 3 .3 4
117.672; 139,744. 147,108. Dividends to shareholders. .. .. .. ... ... .. 1.6 1.4 1557
149,912, 173,078. 22.160. To reduce indebredness and re-invest in the
business............. .. ... ... 2.0 1.8 3
;;£73,685. ;);710, 350. 3_8;:{97.254. Total. ... ... ... . ... ;1;0 :150 517.@

The amounts for materials and supplies include provisions for inventory price decline
as follows:

1947 $283,608.

1948 340,166,

1949  Cr.  540,000.
The total for 1949 of $8,549,254. includes income taxes recoverable of $155,879. with
respect to the year 1948.

10
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MATERIALS AND
SUPPLIES 46.4c

WAGES, SALARIES AND
EMPLOYEE BENEFITS
36.1c

11
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Dominion Woollens
& Worsteds, Limited

PRESIDENT'S REPORT

Presented to the Shareholders at the
Annual Meeting of the Company,
held at Toronto, Ont.,
on March 4, 1954.

I should like to explain as briefly as pos-
sible the situation in which the Company
finds itself at the present time.

We have recently concluded negotiations
with the Woollen Workers’ Union at our
Hespeler plant for an emergency deduction
of 13 per cent from their earnings. A similar
deduction is being made from all salaried
employees, including the management. Their
efforts and their personal sacrifice will have
been in vain unless the Federal Government
takes notice of conditions in the industry.

Our problem is a simple one—we are be-
ing pushed out of our own market by goods,
produced with less than half our wage cost,
which enter Canada under the lowest tariff
of andy major textile-producing country in the
world.

Wages paid, based on our Canadian
economy, should be protected against wages
imported from countries with a lower cost
economy.

How can this additional assistance be
given?

I do not believe in excluding imports.
Imports in a reasonable amount act as a
stimulant to domestic industry; in excessive
amounts, they kill it.

The Government should determine
whether the wool cloth industry is essential
or not.

Can anyone deny that it is an essential



industry? Has it a place in the Canadian
economy? It is a light industry and gives em-
ployment to men and women well past middle
age. It is widely distributed in many cities
and towns. All evidence available indicates it
is well equipped, efficient.

What percentage of the domestic market
should be served by the wool cloth industry?
The U. S. Government places this figure at
95 per cent. I suggest this is too high for the
Canadian economy, but the figure of 75 per
cent seems reasonable. If this is not obtained
and imports are in excess of 25 per cent, the
tariff is too low; if less, the tariff is too high.

The argument against increasing tariffs
is that this constitutes an infringement of the
Ceneral Agreement on Tariffs and Trade. I
believe I am right in saying that both Great
Britain and the United States have used es-
cape clauses in this agreement under excep-
tional circumstances. Why can our Govern-
ment not do the same in this emergency?

For the wool cloth industry, imports
from Great Britain are the greatest problem.
We must certainly buy goods from Great
Britain to enable them to earn dollars to buy
our wheat and other primary products. But
should the wool cloth industry be sacrificed
to this end? I do not believe it should. It is
too well established and important to Canada.
There are many products that can be import-
ed from Britain without endangering the car-
eers and establishments in any one section of
the Canadian industrial economy.

The Dominion Bureau of Statistics publi-
cation, “Trade of Canada”, indicates that in
the calendar year 1952 imports of iron and
its products from the United States amounted
to $1,332 millions and from Great Britain,
$126 millions. It is doubtful whether the 1953
figure will record any material change in this
relationship. This presents the field which
Great Britain should take advantage of to
earn dollars.

HENRY BARRETT,

President.
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Dominion Woollens & Worsteds,
Limited

Toronto, January 9th, 1952,

Dear Sir or Madam:

Your Board of Dircctors at their last meeting
considered it necessary to defer the current dividend
of 1214¢ per share in order to conserve the working
capital position of your.Company. The drastic
decline in inventory values has exhausted our inven-
tory reserves and current operaiions of vour Com-
pany are at an unprolitable level.

This situation is a consequence of the rapid and
widespread deterioration ol the textile industry
generally in the last six months ol 1951. The
woollen and worsted branch ol the textile industry
has suffered severely due to a decline of nearly 607
in wool prices from the level reached last spring.
Credit controls combined with very large inven-
tories at all levels of the manufacturing and dis-
tributing branches of the industry have forced both
manufacturers and distributors to liquidate their
holdings as best they could in order to secure funds
to mect their obligations, and this process, not yet
completed, has depressed the prices of finished goods
1o a decidedly unsatisfactory level.

While the imposition ol credit restrictions may
only have anticipated the present condition, it did
in elfect make worthless the greater part of the
orders that manufacturers had on their books earlier
in the vear and for which they had bought raw



material at very high prices. Customers unable 1o
get the credit accormmodation to which they were
accustomed were in no position to pay for merchan-
dise still on order and 1n general cancelled or were
forced to cancel such orders,

The shrinking demand for textiles throughout
the world, the necessity for liquidation of inven-
tories and the shortage of dollars has turned the
attention of British and European manufacturers
to the last unrestricted, low tarifl, hard currency
market in the world. This market is Canada. The
flow of imports is large and the share of the Cana-
dian market held by domestic manufacturers has
shrunk drastically and is shrinking sull further,
Prices quoted today for British and European goods
make it impossibl(: for domestic manufacturers to
compete except on the few specialties that require
prompt delivery. Wages in the United Kingdom
range from one-third to one-half the rates paid in
Canada and European Continental wages are sull
lower. Imports from Italy in the last three years are
steadily increasing and are replacing British as well
as Canadian cloths. The Canadian Tariff which
should equalize these conditions and protect the
Canadian way of life is hopelessly outdated, and as a
consequence thousands of Canadians are on short
time or unemployed.

Your Company belongs to an industry that is
supplying one of the basic necessities of life—cloth-
ing. In war time, its services are indispensable. The
textile industry is a “light industry”, and one cap-
able of giving employment to a large number of
women as well as giving emplovment to men well
beyond middle age. Tt is an essential industry to
the cconomy of every industrial country,

Your Company is laced with the problem of con-
serving its working capital until time or govern-
ment action gives some relicf. Producticn and em-
plovinent are now being restricted to those products
that give indications of being proftable. Drastic
cconomies have been and are being eflected so that
the financial resources of the Company will be
available for profitable operations when conditions
arc changed.

HENRY BARRETT.
President.
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