
Novmlar 6 194.THE XONET

CANADIAN WESTERN LUMBEI< CRITICIZED

Affilhated Conipanies Guarantee System -Analysis of
Finances and Profits

A financial seheme for au arrangemnt between thxe
Canadian Western Lumber Comnpany and the Columîbia River
Luinber Company lias been carried by the debenture holders.
Mucli criticism and comment was heard regardiîrg this in
London and the London Financial Timies -said: Tlie Canadian
Western Lumtber Company, with a share capital of $15,500,-
000, was brought out in 1910o, atid the Columbia River Lam-
ber Company, which was a subsidiary, and has a share
capital of $5,5oo,ooo, in the follcwing year. AIl the share
capital bas been issued in both cases the Canadian Western
holding the whole of that of the Columbia River. A further
assocîated coincern is the Columbia Western Lumber Yards,
whidi lias a share capital of $5,ooo,ooo, and acts as the
retail organization of the other two ventures, whîdh own ail
the $2,500,000 ordinary capital. The public in Londonx were
offered $2,500.000 preference shares, on which the Canadian
Western and the Columbia River jointly and severally guar-antee a minimum dividend of 6Y2 per cent. per aîînum. The
Canadian Western placed £î,5oo,ooo five per cent. first mort-
gage debenture stock here at 88 in igîo, and the Columbia
River £ôoo,ooo five per cent. first mortgage debenture stock
at 89 in 1911 ; the latter is guaranteed by the Canadian West-
ern.' Thus we have a somewhat complicated guarantee sys-
tem, which is really of littIe value unless ail the companies
are doing well, for each is so dependent on ane or both of
the others that if they fail tar prosper thev bring their asso-
ciated concerns down with them.

Prospectus and Profts,
Neither the-Canadian Western nor the Columbia River

bas earued anything approadhing prospectus estimates, save
inz one year in the case of the former. The CanadianWetn
relied on a gross profit of about $ 1,o10,000 and the Columbia
River on a gross profit of about $480,000 per annum. What
bas actually been accomplished the following table shows.

Grass profit.
Year. Canadian Columbia

Western. River.
1910 ... $ *360, io, ....
191i .i . 877,900 $*247,700
1912 ... 1,336,500 337,900
1913 ... 985,0oo 297,700

*For nine months.

Carry forward.
Canadian Columbia
Western. River.

$11,100 ....
183,400 $128,800ý
488,900, 260,500

13,300 354,900

November 6, 1914-

No0 Stock Dlvldsnds.
Up ta hast year debenture service was covered, but no

divideînds were paid on the preferred and ordinary shares,
the carry forward in the case of cadi company representing
the accumuhated net profit. Tie close famiîly connectian bie-
tween the various cancerns seems to have bard a rather de-
morahizing efiect on the accounts, and it is a littie difficult
ta, know how the separate undertakings stand. Thus, though
the net profit of the Columbia River is supposed each year
to, be transferred tar the Canadian Western, the balance sheet
shows that it is apparently still retained by the former con-
cern. Nevertheless, the Canadian Western also takes credit
for it in its owîn accouints.

Now the companies find themsehves badlv in need of
funds, natwithstanding that the statements in tie last annual
reports, which were issued as recentlv as Mardli, were of a
very optimistic character.

indopendent Report Suggsstod.
Yet flînancial difficulties must be acute or there would not

even be a superficial justification for the drastie proposaIs
put forward. Not only are the debenture holders of theCanadien Western and the Columbia River asked ta accept
payment of the October coupon in the one case and the De-
cember coupon in the other half in cash and half in two-year
deferred warrants, but they are invited ta surrender theirfirst charge principal in exchanre for new five per cent.
debenture stock in thc Canadin Western, only 50 per cent.
cf which will be s0 secured, the other 5o per cent. be ing
merely incarne stock. That the holers are offered as a sop
$225 in ordinary shares in respect of each £100 of debeiýnture
stock does flot make the scheme any the more inviting. The

Borrowlng Thlrty Millions Monthly.
There was an impression that the baniks had plenty of

maney and acly refused boans on gond security from a dosire
to be nasty. But the baniks had not only to examinei the
soundness of the security, but also to assure themselves af
the regularitv of repayment when they took m<>uev f rom
general usev and bo;Iied it for iîîdividtîal use. lie irgued
that the chief anxicty this year would not be commercial
buit finiancial, We had to, face the prob-lemn of living on wbat
we, haýd unless, we could re-establish borrowings. At the
moment practically no money was thus coming into Canada,
wherc for years past it had been coming în at the rate of

830000000a month, and if thîs cessation continued it wouhd
meain vry auxiaus times for baInkers as well as merchants
Aînd manuifacturers.

Apply the Remedy.
"In the past we have conne by our money easily;, we

haive p)rospcred with a minimum of effort other than energy.
If some- have lost let us pay up without whining. There is
grave danger of a mean spirit getîng abroad, and that wr
shall think of aur incanveinience and trouble, hvstead of
blaming ourselves we are too apt to blame the banks, the
govennment, or someane else. It is hard ta sec your savings
go, but the world wîll go on just the samne, and the dis-
cipline mav be good for thle covuntry in the long run, and we
mus't Dot show otirselves poor lasers. We must nliv the part
of meti, confronted as we are with conditions which are nlot
te'nporarv. There is a period of readjustrnent ahi-ad that
will tax ail our best qtialîties for a vear or more to corne.
Instead of scaldting we must apply the remedy, aîid thint i
praduce more and spend less."

ARY TIMlES7

interest on the ilicomne stock, as~ its traîne implies, %vîll, though
cumulative, bc du pendent annuîIIx on profits, and so, ton,
will that of the firbt dcbenture stock for the nxext two years.

The Columnbia River deberuure stocklîoldcrs will lose tie
separate guariiîte by the Canadian Westernî they now pos-
sess, and the stdtus of the whole of the îiew debenture stocks
waints definîîîig ini relation to the guarantee givc'n by the two
companies ii i repect ot the Columbia Western Luiaiber Yards
preference capital. Siîicc the original debenture issues the
total of the Cana;dian Western bas been raised tor £2-,ooo,ooo
and that of the Columbia River toi £i,ooo,ooo, partly ini order
to cover floating indebtedness. Allowin-g for redenîptions the
aggregate of the two solicerns now outstanding is £2,768,6oo.
The amount of floating- lans as at Jrily 3ist w.î5 $3,733,400.
The commercial position of the undc.rtakings is by no means
clear and the debenture holders are practicaily asked tar go
into the scheme in the dark. The Fiîiancial Times final coin-
ment was that there oertaLiily should be an indc.penclent re-
port on the businessî'- before anything further is donc, and
wc advise those wlîo ar ' întcrested in the coraparties to
strongly oppose the arrnemznt Dow suggested.

CANADA TO SUPPLY SOME CAPITAL

Supply of Thfrty Millions Per Month Cut OUf, Increased
Production Necessary

Great Britain lias financed hier owvn national debt, and
also hier own public utilities, anîd then loaned thuaîsof
miillioii, all over the world. On the tli, r lialnd lauid bs
had tor borrow practically aIl its national1 pý n, 1. 1a ,înd
munic-ipail debts fromn England, while the iiorrga,.ge fonds
and othefr moncys carne f romn the samne source, wais the suri-
riig iii of Mr. J. W. Flavelle before thîe Canada Club at
Montreal. Last year she had in pay 27,000,000 pounds ster-
ling iii interist alone, aind probabhy this year, betwecli the
balance of trade and interest there would be $3ocîooo
going ont of the country. It was the duty of the b) iik, 1(
sa cons;erve, matte(rs that confidence in Canadian finances
would frrnain inshaiken, and then she would be able to dis-
charge lier obligationis.

There waâs a dsotinto criticirze the batiks, and Mr.
FlaveIler adiited that it: timecs they seemed unreasonable,
but oni the, whole he thouglit they had honorahly purformecd
al great servic to t1e counîtry.


