Company bondholders vwicre to permit it Howard Smith might advance funds against
a prior lien issuc of Canada Paper Comrany as Heward Smith would have no
difficulty in raising a bank loan against this. M-, Crabtrce thought that

it would be much mor. likely if Canada Papcr Company fails to cover bond
intecrest for it to stop paying it. i bondholders mccting woulcd then be
called and thc situation frankly cxplaincd to the bondholders namely that the
price of the company's product would not allow the company to earn enough to
pay intorest and thc company is almost devoid of working capital. The
bondholders werc perfectly wolcomec to take over and operate the plant but it
mrould probably be a costly undertaking and it would probably be better to
arrive at an arrangcment vhereby Howard Smith would continue to supply the
management of Canada Papexr Compeny as they are now doing without cost to
Caneda Paper Com any and Howard Smith should in return continue to hold
undisturbed its common stock with thce expectation that prices would eventually
raturn to a sufficien:ly high lovel to pormit servicing the bonds and give
some value to the stock.

Mr. Crabtrce spid that to date Canada Paper Company had met all sinking
fund requiremcnts for thcir bonds but that thoy would require $72,000 before
the end of 1933, He asked that if the University were to decidc to sell
their holding that they approach him before offering them openly for sale as
a block of 550,000 offcred on thc market would unsettle the price and have
a bad coffect on the company. While the situtation appears to bc precarious
and in our opinion is an undesirablec holding for trustee funds evidently Mr.
Crabtrce-hopes that the company will bc able to work out successfully as he
saild that the Company had picked up 218,000 of its bonds sinecc the lst of
December 1932 and that he had bought a few bonds for his owm account by
maintaining a steady bid of 42 for the bonds.

I then asked Mr. Crabtree what the current position @f Howard Smith
Paper Mills was at tho end of 1932 and whether it would show curreiit-2ssels
of about 4 million dollars and current liabilitics of about 3 millions. I
mado this guess on the supposition that current asscts at the end of 1931

were just over 4 millions and current liabilitics wexre $l,865,000 including
%1,150,500 bank loans but excluding bank loans of 1,200,000 prcviously

carried as a deferrod asset but this yecar to be included in current liabilities.
Mr. Crabtrcc said that this about approximated the situation current assets
would be a little less than 4 millions and current liabilities a littlec less
than 3 millions since bank loans had been rcduced to approximatcly $1,400,000.

I asked Mr. Crabtrec if he could sce any possibility of the newsprint
industry being ablc to solve its problems. He replied that hc wished he
could sce a way but to be honest hc could not see any escapc from a series
of bankruptcies, recorganisations, readjustments and compromises which would
crcate a great unsettlcmont generally in the newsprint industry.
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