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GENERAL S T E E L  W A R E S  L I M I T E D  
A N D  S U B S I D I A R Y  C O M P A N I E S  

Annual Report 
FOR THE YEAR ENDED 31st DECEMBER, 1937 

To the Shareholders: 
Your Directors submit herewith the consolidated balance 

sheet of the Company and its subsidiaries, as a t  December 
31% 1937, together with profit and loss statement for the 
year which ended on that date. 

Operating profits for the year, before providing for bond 
interest, depreciation, income taxer, remuneration of 
officers, directors, etc., amounted to $1,368,215.11, as 
compared with $1,004,827.38 in 1936, an improvement of 
$363,387.73. After deducting these expenses as detailed 
in the attached statement, the net profit for the year was 
$555,143.23, an increase of $318,796.76 over the previous 
year. This amount has been applied against the deficit 
carried forward a t  the first of the year. I t  will he noted 
that this deficit, which stood a t  $1,320,861.13 a t  December 
31, 1932. has been reduced to  $79,331.92. Working capital 
atDecemher31st. 1937,of$3,715,884.37wasup$349,229.78 
from the previous year end. 

I t  should he a matter of satisfaction to the shareholders 
that, in the opinion of the Directors, the Company's organ- 
ization and financial position, including its inventory, were 
never in a better condition. The inventory, while higher 
than a t  the end of the preceding year, is in a well balanced 
condition and it  has been taken into our accounts a t  s 
\.slur much hdow current rcplilcc~ncnt ~orrs .  The in:rcnsr 
fw the yrnr in thls ! tun ,  bl,O9l.ZL1.S3, hss ~ r i s ~ u  largely 
becaurc uf uur takine advanraec of nur:hnsr ronrrartr for - .  
raw materials a t  prices prevailing in 1936, and because of 
the accumulationof <to& made up pwv~ous ro inrrea.us 
in mmuiwturmg :ostc. Some of the lncrci.rc is  ircrountvJ 
f w .  howcwr .  bv tlw rart tll-t sdr,  in t l x  ,c:ond lmlf w a r .  . . . . 
while above the corresponding period of 1936, were below 
estimate principally because of unsatisfactory crop yields 
in certain sections of the western provinces. Reduction of 
inventory to normal requirements should present no special 
difficulties. 

Plant and equipment have been well maintained, the 
enpenrlltureo on maintenance dunng tlw year a!!mLntlnz 
to 5313 620.00. Feclcial, pruvmvial rrnd munupill tares 
for this WJI amounted t o  $680 034.00. 

~ c t i n g  on the authority &en a t  the last annual meeting, 
the $6,577,000 6% first mortgage honds were redeemed on 
May lst,  1937, and were replaced by a like amount of new 
honds a t  interest rates from 3% to 4>6%. The expense of 
this refinancing, including the 4% redemption premium on 
the old bonds, the premium on sterling exchange, under- 
writing discount on the new issue, etc., amounted to 
approximately $720,000. The funds to meet these expenses 
were obtained by means of a special hank loan, and the 
liahilitv on this loan was reduced to $450,000 by December 
31st. i t  is proposed to amortize these refinancing expenses 
over the period covered by the new honds, and in this con- 
nection i t  will he noted that $33,333 has been charged 
against profit and loss of the year 1937. 

While the reduction in interest rates was alone sufficient 
to  justify the expense of the refinancing, certain other 
important advantages were secured, notably the elimina- 
tion of the requirement for payment of interest and re- 
payment of principal in sterling or US.  currency a t  the 
option of the bondholder, and the reduction of the annual 
sinking fund payments. 

A Compromise or Arrangement for settlement of arrears 
of preferred dividends, as altered or modified and agreed to 
a t  a special meeting of shareholders held on November 
24th. 1937, was confirmed by Supplementary Letters 
Patent on Deccmher 9th. 1937. 

By-law XVIII-A which you are being asked to  confirm at 
the meeting was enacted by the Directors principally to  
reflect in the Company's By-laws changes in the Com- 
panies Act, in respect of the matters dealt wxth by the 
amendments provided in that By-law, which have been 
made since the organization of the Company. 

Your Directors wish to express their appreciation of the 
loyal and efficient co-operation of the officers and em- 
ployees of the Company. 

Submitted on behalf of the Board of Directors. 
JOHN C. NEWMAN, 

Montreal, January 28th, 1938. President. 

Rapport Annuel 
P O U R  L'AN F I N I S S A N T  3 1  D ~ C E M B R E  1937  

Aux actionneirea, 
Le Conseil dVAdministration vous soumet ci-joint le hilan 

consolid6 de la Compagnie et de ses filiales, au 31 d6cemhre 
1937, ainsi que 1'Ctat des profits et pertes pour l'exercice cloa le 
mdme jour. 

Les h6nKices d'exploitation pour l'exercice, avant d'avoir 
pourvu P I'intCrCt sur les obligations, la d6preciation. les impdts 
sur le revcnu, la r6munCration des offiriers, administrateurs, etc., 
se sont elev6s P $1,368.215.11, au lieu dc $1,004,827.38 en 1936, 
soit une am6lioration de $363,387.73. Dtduction faite de ces 
d6pmses telles qu'indiquees P l'Ctat ci-joint, le profit net de l'en- 
ercice rcssort P $555,143.23, soit une augmentation dc $318,796.76 
par rapport P l'exercice precedent. Cette somme a Ct6 affectee au 
deficit apparaissant aux livres au premier de I'an. On notera 
que ce deficit, qui Ctait de $1,320,861.13 au 31 dkcmhre 1932, 
a6tCabaiss69$79 331.92. Le capital d'enploitation,au31dtcembre 
1937,-$3 715.884.37-accusait une augmentation de $349,219.78 
par rapport P la fin de l'exercice prkCdent. 

Nos actionnaires seront satisfaits d'apprendie que notrc 
situation, dans l'opinion des adminishateurs de la Companie au 
point de vue de l'organization et de la finance, y compris 
I'inventaire, n'a jamais i.tt meilleure. L'inventaire, bien que 
plus consid&rahle qu'P la fin de I'exercice precedent, est hien 
equilihre et il a Ctt inscrit P nos livres pour une valeur 
hien moindre que le coat de remplacement. L'augmentation de 
$1,094,222.53 qu'on reltve P ce poste pour I'annCe tient en grande 
partie au fait que nous avons profit6 de nos contrats d'achat de 
matiere8 premi&res aux prix de 1936, ainsi qu'P I'accumulation 
de stocks survenue avant la hausse des prix de revlent. Une 
partie de l'augmentation, toutefois, provient du fait que le chiffre 
d'affaires du second semestre, qui, hien que plus eleve qu'au 
semestre correspondant de 1936, n'a pas atteint les previsions, 
surtout par suite des mauvaises r6coltes dans certaines parties 
des provinces de I'Ouest. L'abaissement de I'inventaire au niveau 
normal des hesoins ne devrait pas prbenter de grandes difficult&. 

L'usine et Les installations ont Ct6 hien entretenues, les depenses 
d'entretien pour l'exercice se chifirant par $313.620.00. Les 
impdts f&d&raux, provinciaux et municipaux, cette annee, 
s'tlevent P $686,034.00. 

Conformement P l'autorisation donnee P la dernisre assemhl6e 
annuelle, les $6,577,000 d'ohligations de premiere hypotheque 
6% ont 6tC remhoursCes le ler mai 1937, et elks ont ete rem- 
placees par un mCme montant de nouvelles obligations portant de 
334 A 4?4% d'intlret. Les frais de cette nouvelle finance, y 
com~r is  la mime de remhoursement de 4% sur IPS vieill.-- nhh- ," ~ ~ ~~- .... 
gations, la prime du chanae sterline. I'escom~te d'emission sur 
les nouveaux titres, etc., sesont ae&s P env&on $720,000. Les 
fondsn6cessairespour acquitter cesfrais ont 6tCohtenus au moyen 
d'un emprunt spCcial de hanque; le solde de cet emprunt avait 
H6 ramen6 P $450,000 au 31 dkemhre. Le Conseil se propose 
d'amortir ces depenses de finance au cows de la obiode d'exis- 

La rMuction du taux de I'intCrCt iustifiait Zt elk seule Is 
dipensr d'.mr n~ouvclle finnncc, inals-d'nutrrs evan ta~rc  in,. 
portnnts unt Ctr' crtrtrrn~s, noto~nmmt la dispnrttwn dr I'ohligntwn 
dr nnvcr l 'mtirit rr dr rrnrbu~roer ir mnital eu  monnair r t r r l lnv 

tion des versements annuels-au fonds d'am&tisse&ent. 
Un Compromis ou Arrangement en vue de regler les arrerages 

de dividendes privili.gi& tel qnr change ou modifi6 et consenti 
par les actionnaires P une assemhl6e speciale, tenue le 24 novemhre 
1937, a et6 ratifit par des Lettres Patentes suppl&mentaires, le 
9 dtcemhre 1937. 
Le rsglement XVIII-A que I'on vous demande de ratifier P 

I'assemhlee a ete adopt6 par les administrateurs principalement 
dans le hut de mettre d'accord les rsglements de la Compagnie 
avec les changements relatifs aux matieres traitees dans les amen- 
dements contenus P ce reglement qui ont 6t6 apportts B la loi des 
Compsgnies depuis l'organisation de la Compagnie. 

Le Conseil d'Administration desire exprimer comhien il 
apprCcie hautement la collaboration fidsle et efficace des officiers 
e t  employts de la Compagnie. 

Pour le Conseil d'Administration, 
Le President, 

JOHN C. NEWMAN. 
MontrCal, 28 janvier 1938. 


