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To 

BONDHOLDERS, CREDITORS a d  SHAREHOLDERS 
of ABITIBI POWER & PAPER COMPANY, LIlLlITED 

By Ordcr of the Supreme Court  of Ontario, dated Scptcnlbcr 13th, 1937, rhe undersigned was 
authorized to  issue and mail to such persons and corporations as he may belicvc to  bc intcrestcd in 
the  affairs of Abitibi Power & Paper Company, Limited (including the holders of bonds o f  such 
Company, holders of certificates of deposit issued nndcr a ccrtain Dcposit Agreement dated 10th June, 
1932, and the  Creditors and Shareholders of such Company) any  repoi-rs or  information h c  may con- 
sider advisable, and to  procure such reports, estimates and other irlformation as he  may dcem advisable 
and employ such persons as hc may see fit for such purposc. 

I n  pursuance of the above authority the undcrsigned deems it advisable to issuc tllc following 
information relative to the affairs and operations of Abitibi Power 6: Paper Company! Limited (hcrcin- 
after called Abitibi) but  in so doing he does not intend to rcprcsent, neither does he represent, tha t  ir 
includes all information which has o r  may have a bearing upon the  present or  futurc affairs and opcra- 
tions of thc Company and its subsidiaries. 

Abitibi and its subsidiaries are the owners of eight newsprint mills, of which six are in operation, 
while the other two, a t  Espanola and Sturgeon Falls, Ontario, are in an impaired physical condition 
and have been closed down since 1930. The  Company is also the owner of a commercial sulphite 
pulp mill, located a t  Smoot-h Rock Falls, Ontario. 

I.-Abitibi newsprint mills in operation are comprised of rhc following: 
Estimated 

rated capacity 
per annum 

Located in  tlre Pronince o/ Ontario 
( a )  Iroquois Falls mill (constructed in 1913 to 1916 and extended in 1921) ........ 186,000 tons 
( 6 )  Thundcr  Bay mill (constructed in 1927-1928).. ........................................... 78,000 " 
(c) Sault  Ste. Marie mill (constructed about 1910-1912 and improved i r ~  1930) 86,000 " 

(d) Fort  William mill (constructed in 1922) ........................................................ 52,000 " 

L,ocaied in  thrr Prooince o/ nllaniroba 
( e )  Pine Falls mill (constructcd in 1927) ....................................................... .. ..... 78,000 " 

Located i n  the Prowi?~ce of Quebec 
Cf) Beauprc (Stc. Anne) mill (constructed in 1927) ........................................... 78,000 " 

Total  estimated rated capacity pcr annum ............................................... 558,000 tons 

Estimate of T. E. Silver, superintendent of Abitibi mills, is t ha t  such mills arc now capable of 
producing, in the aggrcgatc, about 580,000 tons of newsprint per annum if continuousIy operated to  
their full productive capacities for 309 days in the year. If having regard to seasonal requirements 
and contingencies they wcrc to operate to 92(% of such capacity they would produce about 535,000 
tons per annum. 

RELATIVE TO T~MBER CONCESSIONS A N D  Po\\'ER RIGHTS I N  ONTARIO:  

2.-Located in the Provincc of Ontario are four ncwsprint mills in operation-as above mentioned, 
also the newsprint mills a t  Espanola and Sturgeon Falls, which are closed down, and  the  commercial 
sulphite pulp mill. All such mills are dependent for their future operation upon receiving a large 
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proportion, and in some instances the  bulk, o f  their annual pulpwood requirements from timber 
areas held under concessions from the Province of Ontario. Some of such concessions have expired, 
while others terminate within a limited period of years without the right to  Abitibi t o  renewals thereof; 
certain of the concessions are claimed to be in dciault. Hydraulic and electric power for the  operation 
of certain of the  mills is obtained from developments owned directly or  indirectly by  Abitibi and 
question arises as to whether water-power rights held in respect of them have been adequately renewed; 
developments, necessary for the operation of ccrtain of the mills, are subject to expropriation by 
T h e  Hydro-Electric Power Commission of Ontario, while contention is that  Abitibi is now main- 
taining and using certain waters a t  higher levels than are permitted under rights held by it. Continuous 
operation of the Company's Ontario h4ills, in the future and on an  cconomic footing, cannot. be assured 
unless such conditions arc remedied and the mills are provided with adequate rescrves of pulpwood 
and a continuous and certain supply of hydraulic and clcctric power. 

3.-Subsequent to thc placing of Abitibi in rcccivership and liquidation T h e  Hydro-Eiectric 
Power Con~mission o f  O n ~ a r i o  asserted thar it ~ v a s  a creditor of Ahitibi and its subsidiary, Abitibi 
Electric Dcvclopment Company, Limitcd for largc amounts undcl- thc  terms of certain agreerncnts 
largely relating to and arising ou t  of thc affairs of Ontario Power Scrvicc Corporation, Limitcd; the 
Province o l  Ontario also contended tha t  Ab i~ ib i  mas in default ill the pcrformance of obligations 
assumcd in conncction with ccrtain pulpu700d concessions and licensed timber areas held by  it.  Aftcr 
cxtended negotiations, in which the  Chairman of the  Bondholders' Rcprcscntativc Committee and 
its Counscl took an active part. and the Liquidator of Abitibi also participated. an  agreement was 
entered into as of date  June 24th, 1937, and with approval of Court, betnrccn thc  Provincc of Ontario- 
o f  the First Pa r t ;  T h c  Hydro-Electric Power Commission of Ontario-of the  Second Pa r t ;  and Montreal 
T rus t  Company (Trustee for Abitibi Bondholders), the  undersigned, as Receiver and Manager of 
Abitibi, and Abitibi, acting by R.  S. X4cPherson, its Liquidator-of the  Third P a r t ;  in pursuance of 
which thc so-called Crystal Falls power development (located north of Sturgeon Falls, Ontario) has been 
transferred to T h c  Hydro-Electric Power Commission of Ontario, and such Con~mission and the 
Province of Ontario have delivered a release and settlement of all claims against Abitibi and its sub- 
sidiaries, with the exccption of certain current accounts which arc reserved. T h c  Province has also 
agreed tha t  i f  within one year from the  date  of the agreement (or within such further time as the 
Governmcnt of the Province may conscnt to) Abitibi shall have been reorganizcd o r  rearranged or  
should its undertaking and assets bc sold to a ncw company upon a basis sanctioned by and with 
the  sanction of thc Suprcmc Court  of Ontario-and in any  casc on a basis satisfactory to the Provincc 
-the Government and thc Commission will entcr into an  agreement with the rearranged. reorganized 
or ncnr Abitibi Company to carry into effect various provisions sct ou t  in a Schcdulc attached to 
the agrcement, including, amongst other things, thc  granting of new concessioi-rs in respect of timbcr 
limits, the  waiving of defaults and the reinstatement of powcr and water rights, and an  undertaking 
by  T h e  Hydro-Elcctric Power Commission of Ontario not to exercise-for certain extended pcriods 
of time-its rights of cxpropriation of pomcr propcrtics; all upon thc terms and conditions more speci- 
fically sct out  in such Schedule. 

RELATIVE TO PHYSICAL A K D  OPERATING CORDITION O F  A B ~ T I B ~  ~ ' ~ L L s :  

4.-Whcn thc  Abitibi newsprint mills nrcre constructed gcncral practicc was to  manufacturc 
newsprint with the use of approximatcly 75% of groundwood pulp and 25% of sulphitc pulp. which is 
morc cxpensivc than groundwood pulp. Such practicc has changed, with more groundwood and less 
sulphitc pulp being used, whilc speeds of operalion of newsprint machines are also bcing increascd and 
opinion is tha t  they may be stilI further incrcascd in thc future. Groundwood pulp capacities o f  nearly 
all Abitibi mills have to  be enlargcd before they can take advantage of these conditions and operate 
approximately on the same footing as certain other Canadian mills. 

T h e  Fort  William newsprint mill with a capacity of 52,000 tons of newsprint per annum is not 
economic; the  Port  Arthur (Thunder Bay) mill and its facilities are also not fully complete, whilc 
about  50% o l  its groundwood pulp supply is manufactured a mile distant  Irom the paper mill to 
which it has to be pumpcd. Under the agrecmcnt with thc  Province of Ontario a minimum of $2,000,000 
has to bc expcndcd upon the Fort  William and Por t  Arthur projects (mills and facilities) within three 
years after signature of the agreements to follow reorganization o r  rearrangement of Abitibi's affairs. 
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Thc Espanola a d  Sturgeon Falls nervsprint mills are in an impaired physical condition and 
]lave been closed down since 1930; hereinafter conrained is a summary of an  Engineering Report 
recently obtained-with the approval of Court---in rcspcct of them. 

Cer.rai11 rcpairs and replacements require to bc made to the Smooth Rock Falls sulpliite pulp niill; 
rhe water supply to such mill js not satisfactory a ~ l d  additional equipment requires to be installed to 
i~nprove it. Installation of a direcr chlorination bleaching plan[ is consiclerc.cl advisab!e to permit the 
mill to produce an  improved grade of blcachcd sulpliite pulp. 

E x r e n s i ~ ~  marine plilnts and lnrgc quantities of towing and logging equipment arc rcquircd LO 

be purchased to  clclivcr pulpwood from its concession.; to Abitibi's n e w p r i n t  mills a t  the head of [he 
Great  Lakca, while marine cquipmen: a t  Sault Stt.. l Iar ie ,  nftcr use over many years, is largely worri ou t  
and has to be replaced. A flume has had to be cons[ructed to provide safe deliverv of wood to the Ste. 
Anne mill and a j%-milc cs tcns io~i  to [he Companv's railroad a t  Iroquois Falls requires to be con- 
structed in or-dcr to t ap  c e r ~ a i n  bodies o i  pulpwood on timber couccssions there. Certain railroad and 
rriarine e q u i p m c n ~  a[ froquois Falls has LO bc renewed. 

Abitibi and its subsidiaries ow11 townGtcs a d j a c e n ~  to  mills a t  Iroquois Falls: Smooth Rock Falls. 
Pine Fal!s and Bcnuprc. Dndl ings  and facilities in [lie Iroquois Falls towns i~e  wcre largely constructed 
be~wecn  1915 and 1924-[hose a 1  S n ~ o o t h  Rock Falls in 1916-1917 and those a t  Pine Falls and Beauprc 
in o r  about 1927. C o m m c ~ ~ c i n g  prior to Iicccivcrship buildings and facilities in the townsitcs wcre not 
fully main~aincd whi!c during the  pcriod of Receivership, and up to the  early part  o i  1937, only such 
espenditnrcs as nc rc  ncccssnry were made upon them. Dwcllir~gs in ~ l ~ e  S~noo ih  Rock Falls arid Pinc 
Falls ro\r;nsi[cs wcre nor sufficient in number in August, 1936 (m11e11 thc  est imate of cost of improve- 
rncnts and rcpairs l~crc i~ia i rcr  rcferrcd to was made) LO propcrly house mill labor when thc  mills arc 
operating to f u l l  capacity-as a t  present; certain ncccssnry school extensiolis had also been dclaycd 
and required to  be con~pleted.  With thc approval of Court ,  and in thc cnrly par t  of 1937, a programme 
o f  coristruction of ncw dwellings and school esrcnsious and for improi.crnenr: of ~onmsi tc  facilities was 
entered upon and it is now in course of bcirig carricd out .  

According to Engineers' r e p o m  a substantial amount  of deferred rnainte~ia~icc  csists in respec1 
of all o f  the abovc. rnentioncd propcrtics a n d  assets. 

5.--Improvements, replacements and repairs to  and restoration of dcfcrred maintenance upon 
Abitibi mills and propertics will, according to estimates madc by T. E. Silver (Supcrintcndenr o f  
Abitibi mills) in August, 1936-and as o i  such date-cost as follows: 

Rrplaccments, 
repairs, etc. Improvements 

(a) T o  sis operating newsprint mills . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $751:081. $3,772,697. 
(b) T o  commercial sulpbitc pulp mill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  LS4,500. 608,500. 
(c) T o  railway, ~na r ine  a ~ l d  logging facilities ................................... 414,551. 1,454,592. 
(d) T o  townsites . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  665,100. 433,250. 

Tota l  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52,015,232. $6,239:039. 
Aggregate ~ o t a l  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $8,314,271. 

Since such rs[imates were made costs of labor arid materials hnvc incrcascd. 

Estimate of Mr.  Silver is t ha t  i f  such improvcnicnts, replacements and repairs bc made 10 thc 
sf thc  Cornpauy, and thc dcferrecl 1n3in~enance  hereupon be res~ored,  rhc capacity of Abitibi's 

I-iewsprint mills will be increased by about  93,310 cons per annum; and i f ,  thereafter, such mills 
shall operatc to thcir lull incrcascd capacities-also [he coil~niercial sulpllitc pulp mill t o  its f u l l  capacity 
-savings in c o s ~ s  of manufac~ure  of appros ima~c ly  $1,057,623. per annurn will be madc. 

Nothing is contained in the estimates of $5,314,271. (or rehabilitation of or iinprovcnients and 
repairs to  the Espanola and Sturgeon Falls properties. 

6.-The Espanola mill is located a t  Espanola, Ontario (which towns i~e  is owned by Abitibi) 
and was constructed during the years 1901-1305 as a groundwood pulp mill. I n  1912 two papcr 
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machines were started and they were followed by two more in 1913 and onc  more in each of 1917 
and 1919; making a total of six machines with an original rated capacity of about 100,000 tons of 
newsprint per annum. T h e  mill has no sulphitc pulp plant and .when operating obtained its supply 
of such pulp from the  Sault  Ste. Marie and Sturgeon Falls mills owned by the Company. 

T h e  Sturgeon Falls mill is located a t  Sturgeon Falls, Ontario, and was constructed in o r  about  
1901-1902 as  a two machine newsprint mill, with a capacity of about  23,000 tons of newsprint per 
annum. I n  1905-1906 a sulphite pulp mill was added to  produce unbleached sulphite pip of newsgradc 
quali ty;  subsequently other changes and extensions were made, principally to  the groundwood pulp 
mill, and hydraulic power development, and in 1920 a third machine, with a capacity of about 23,000 
tons of newsprint per annum, was added. T h e  nominal rated capacity of the mill (without regard to 
the  condition of newsprint machines) is about 46,000 tons of newsprint and 15,700 tons of newsgrade 
unbleached sulphite pulp (in excess of requirements for ncwsprint manufacture) per annum. 

In  o r  about  June, 1937, and under authority of Court ,  Messrs. Hardy  S. Ferguson & Company 
(of New York City) and W. J. Zimmerman (Dayton,  Ohio) Pulp  and Paper  Mi11 Engineers, were 
engaged by the undersigned to make a survey of the  Sturgeon Falls and Espanola properties, and 
to report upon 

(a) Minimum costs to put  each of the mills in a condition to operatc; 

( B )  Costs of restoring each of the mills to a fully sound operating condition; 

(c) Costs of converting the Sturgeon Falls mill t o  the manufacture of bleached sulphite pulp; and 

( d )  Costs of manufacturing newsprint paper and/or of bleached sulphite pulp under each of the  
conditions covered by  (a), (b) and (c) above; also the  advisability, in their opinion, of expending 
moneys for the purposes in (a), (b) and ( c )  mentioned. 

Based upon a survey made by them-information provided to  them by Abitibi Officials as t o  the 
quanti ty of pulpwood available to each of the  mills from concessions controlled by the  Company 
and costs of wood to  each of the  mills-the conditions which obtain relative to  the supply of power to 
each mill and such other  conditions as they have considered relevant, Messrs. Hardy S. Ferguson & 
C o n ~ p a n y  and W. J. Zimmerman have, under date  of September 25t11, 1937, reported as follows: 

(a) Minimum costs of putt ing the  property into condition to operate and produce about  46,000 
tons of newsprint and 15,700 tons o f  unbleached newsgrade sulphite pulp (in wet laps) per annum,  
are  estimated a t  ............................................................................................................................ $1,130,000. 
and  of providing adequate Woods department equipment .................................................. 175,000. 

a total of ................................................................................................... $1,305,000. 

Minimum working capital required to  s tar t  operation of the mill is estimated a t  $700,000; addi- 
tional working capital, estimated to be required for continuous operation, is $665,000. 

Costs of producing and delivering newsprint (including 4% depreciation on $2,500,000-assumed 
value of  the property-and 5% interest on $1,130,000 of the above new moneys) are estimated a t  
$50.87 per ton, and of unbleached newsgrade sulphite pulp a t  $45.50 per ton. 

(6)  Costs of putting the property into a fully sound operating condition to  produce about  46,000 
Lons of newsprint and 15,700 tons of unbleached newsgrade sulphite pulp (in wet laps) per annum,  a re  
estimated to  be ............................................................................................................................ $1,480,000. 

................................................. and of providing adequate Woods department equipment 175,000. 

a total of .............................................................................................. $1,655,000. 

M i n i m u ~ n  wurkir~g capital required t o  s tar t  operation of mill on above basis is estimated to be 
$700,000; additional working capital required for continuous operation is estimated a t  $665,000. 

Costs of producing and delivering newsprint (including 4% depreciation on $2,500,000-assumed 
value of property-and 5% on $1,480,000 o f  above new moneys) are  estimated a t  $51.25 pei  ton and  
of newsgrade unbleached sulphite pulp a t  $45.50 per ton. 



(c) Costs of converting the mill to produce 100 tolls per day (31,000 tons per a~ lnurn )  of bleached 
sulphitc pn!p are estimated a t  ......................................................................................... 51,535,000. 
and of proriding adequate Woods department equipment  a t  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  175.000. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 total of $1.710.000. 

No  csrimate ol working capital necessary to bc provided for  such operation is made. 

Costs of producing and delivering blcached sulphite pulp (includi~lg 4% drprcciation on $2,500,000 
---assumed value of propcrtv-and 5% interest on $1,535,000 of above new moneys) are estimated 
n~ $66.30 per ton. 

I1aving regard to  rhe above e s ~ i m a t c d  high costs of rehabilitation or  conversion, and of production, 
the I<ngineers advise rhat  no  further consideration be given to the rehabilitation of the Sturgeon 
Falls property a s  a newsprint mill, and s ta te  tha t  i f  operated as an unbleached sulphite pulp mill 
(limited in capacity to production of thc  present two digesters) it would not, in their opinion, show 
s~rf ic ient  profit to juctify the  investmeni required t o  permit such operation: they report t ha t  if the 
property were t o  be con~.crted to  produce 100 tons per day  of bleached sulphite pulp it would, in 
rheir opinion, (based on a market price of $74 per ton, delivered, less selling and administration ex- 
penses) show a return of less than 10% per annum on capital expenditures; having rcpard to this they 
d o  not recommend the convel-sio!~ of rhc property lo sr1c11 purpose. 

(a) Minimum cosrs o l  putt ing the property into 3 condition LO operate and produce 77,500 rons 
01 newsprint per annum are estimated to  be . . .  $975,000. 
arid of providing adequate Woods dcpartmenr equipnrenr 150,000. 

Minimum working capital rcquired to s lar t  operations of the mill on thc above basis is estimated 
a t  8600,000; while additionaI working capital required for continuous o p ~ r n t i o n  is estimated 
a t  $750,000. 

Costs of producing and delivering news rint (including 4% dcprcciatio:~ o n  $3,000,000-assumed 
\.nluc of property-and 5% interest on $97 ? ,000 of the  new moneys) are estimated a t  $46.15 per ton. 

(b) Cost5 of putt ing   he property into a fully sound condition to operate and produce 100,000 tons 
of newsprint per annum (but withour improving newsprint machines o r  moder~lizing the mill) a re  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  estimated to  be ................... ... X 1,440,000. 
and of providing adequatc Woods dcpal-tmcnt equipment . . . . . . . . . . .  . . . . .  150,OOQ. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  a total of . . . . . . .  ........ $1,590,000. 

Minimum working capital necessary TO s t a r t  operation of the  mill on thc above basis is estimated 
n: $600,000; and additional norkinp capital required for continuous operation of the mill is cstimnted 
ar 8750,000. 

Costs of producing and delivering newsprint (including 4% dcprccia~ion upon $3,000,000- 
assumed value of property-and 5% interest on $1,440,000 of new moneys) arc estimated a t  $46.40 
per ton. 

(c) If in addition to the requirements covered b!. Section (a) above, four newsprint machines 
in t he  mill were to be modernized, permitting the mill to produce about  85,000 tons of newsprint per 
annum,  est imate is t h a t  costs of all such improvements would be . . . . . . . . . . . . . . . . . . . . . .  $1,365,000. 

. . . . . . . . . . . . . . .  and of providing adequate Woods department equipment . . . . . . . . .  150,000. 

.Minimum working capital rcquired to s t a r t  operation o f  the  mill, o n  the  above basis, is estimated 
a t  $650,000; and additional working capital required for continuous operation of rhe mill i s  estimared 
nt $700,000. 
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Esl imale  is t ha t  costs of newsprint, delivered, would be $45.15 pel. ton. or  81.25 per ton less rhar~ 
under the  conditions in section (b)  above ~nentioncd.  

(d) If, in addition to  the  improvements and  repairs in ( c )  abo\.c mentioned, the  groundwood pulp 
mi!] and s team power plant mere to  be modernized (still leaving the  capacity of the mi11 a: 85,000 ions 
of newsprint per annum)  estimate is t ha t  aggregate cosls of all such improvcmenrs and repairs 
would be.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . .  P2,610,000. 
and  of pro\.itiing adcqunte M'oods dcparrmcnt cquipmc~i : . .  . . . . . . . . . . . . .  1 50,000. 

a total of . .  . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . 821760,000. 

Minimum working capital rcquired t o  s tar t  opera~ior i  o f  thc mill, oil the above basis, is estimated 
to  be $650,000; and additional working capilal rcquircd for co~il inuous opcralion of the mill is estimated 
at $700,000. 

Costs of producir~p and delivering ~ ~ o w s p r i n r  arc esiimalcd a t  542.G per roc,  o r  82.50 less per 
con than under the conditions covered by section i c )  above.  

Having regard to the  above high costs of rchabilitaliou, aird of procilic:.ion, :Ire il;nginecrs recoin- 
mend tha t  no further consideration be given t o  rehabilitation o l  ~ h c  l.:spano!a property as a r~ewsprinr 
mill. With no facilities availablc a t  Espnnola for manufacturin? sulphirc pulp, t o  embark  upon such 
a project would, they report, require an  investment of ahour R2.500,OOD for a mill of 100 tons daily 
capacity of bleached sulphite pulp, arid because of factor.; a t  F-spanola n+rich, they say,  are  entirely 
similar to those a t  Sturgeon Falls, they s ta te  thcy can find no justification for such procedure. T h e y  
are of opinion that  i t  is possible the  mill might survive ii operated on  groundwood s ecialties, such as 
catalogue o r  hanging papers-as such papers command a pricc differential of about  f10 per ton above 
newsprint-but are of the view tha t  before such a plan of operxtion he considered a market exploration 
would be required, as  wrll as considerntion o f  other factors, such as the possibility of making 
an equivalent amoun t  of such papers a t  others of the  Compaijv's mills xhcrc  . ~ m d  and other  costs 
are lower: they believe it is likely tha t  a decision would be in favor of ma~iufacturirrg such specialt!. 
papers a t  locations other than Espanola o r  Sturgeon Falls. 

Messrs. Hardy  S. Fergusoll 8: Company and \I.'. 1. Zimmcrman further report tha t  while they 
can find no justification for any  further consideration Ixing given to  the  nperation of the Espano!n 
and Sturgeon Falls mills by thc  Abitibi Company and bclieve that  any sums of money which might 
be spent  on  either of the two plants could be put  to b r t t c r  usc a t  or-her n~i l l s  o i  thc Company, nevcr- 
theless they are of opinion tha t  a salvage value cxists nl both properties, consisting !lot only of a 
limited amount  of uscablc machinery and cquipmcnr, but  also in thc potcnrial  values of waterpower 
right:: and devclopmcnts. 

7.-Newsprint shipments of Abitibi mills during thc period ol Receivership are set O U I  in 
ScheduIe A attached hereto; of such shipmcnts sales to  o thcr  mar~ufacturers for delivery to their 
customers amounted to  1,316 tons i n  the year 1934, 35,813 tons in t he  year 1935, and 62.612 tons 
in the year 1936. Present est imate is tha t  Abitihi ncwsprinr sh ipmmts  for the year 1937 will amount  
t o  between 480,000 and 490,000 tons, of which approsima:cly 57,S00 ~011s will be sold to o ther  manu- 
facturers and in respect of casual owrscas  shipmcnrs. With new contracts already obtained,  o r  i ! ~  
course of closing, and renewals of presenl contracts cspec:ed to  be rcccivcd, est imate of Abitibi Officials 
and  those of T h c  G. H. Mead Company (i1biriI)i's United States salcs representative) is t ha t  Abitibi's 
newsprint shipments for 1935 will--unless a n  expectcd increase in consumption iails t o  rnatcrialize- 
exceed 500,000 tons, esclusive of a n y  sales to o ther  manufacturws; opinion is  t h a t  shipments of 
Canadian newsprint mills for the first two months of 1938 arc likely to  he somewhat reduced owing 
to excess supplies of newsprint cxpectcd to  be in t h e  hands of customers a t  ~ u c l i  time. 

8.-Approximalc \Irorld newsprint c a p a c i ~ y  and  demand (apparent conuum tion) as extracted 
from a survey made by Newsprint Association of Canada compiled in June, 1837,-and from ia- 
formation provided by  such association ---and shiprncnts of Abitibi new3print mills during the  years 
1933 to  1937 inclucive, arc a s  follow<: 



l~~sl i rna~c. t l  Can. and 
\\'orld Nfld. mills 

U c ~ n a a  J Shiprnenrs 

(in short tolls --000':: omitted) 

h,42 1 2,255 
7,342 2,916 
7,628 3,089 
S,2 17 3.520 
8,575 4,075 (c.i : 

( A . I t . , , : o ,  - ~ l ~ i c r c : r . \ ~  c.d 633,UOU L ~ I I S  i l l  cstiruatcd ~zorlcl capaci~!, d uriiiy iilc perioci oi 1933 to  1937 
inclusi\,c Ilas bccn spread equally o\.cr ~ l ~ e  live years of such period i n  chi. abo1.c figurcs,) 

. . 
From in lo rn~ar io~ l  co~?; ; i i i~cd i r :  such s u r l c y  oi SC\ \ .S~I~~IL;  .\--c,c:;lt~c,i! rjl' Cd~iai la  and 01.1 thc 

assumption that  maxirnuu~ SCIIL'~~:IICJ iricrc;isec i l l  c~ipacit!. S I I A I I  17~'colne ctIectii..c! but  subject ro 
such variations 21.; may occlrr from rhe s p o c d i ~ ~ g  up o i  I I I X ' ~ I ~ ~ I C S  a::d bringing of idlc rnachincs into 
operation (which \voulti scrvc to ii~crctasc a 1-ailahlc c:l l>acir !. ) or r hc* co!~,:(:rsion of x a s p r i n t  marl1 iries 
ro other purposcs, and s11orrngc.;---if the. s ! l o ~ l d  occur o i  rai\ .  ~mtcri; i ls .  . ra ter  : ~ ~ : c l  poivcr (1vhich 
ivould scrvc ro I T ~ U C L C  available c:rpnoity) prcsclir Indications arc tha t  thc  !vorld industry in I938 will 
he in a position to supply. ii :lucessar).. a world demand oi 700,000 i o  800,000 tons greatcr than 
vstimated 1937 dcin;lntl --- this lakc.; into accoun: thc  prawn1 wnrld wargin bctwec:! maximum capacity 
and production plus adc!it ionai cnpacit ). c.spc~tt.d LO bccorrir :c\-:iil:thlc i r i  19!Y--. : i l v  cxccss ~ t o c k s  o f  
ricbvsprin~ bc.!icvrtl l ikc l~ .  tn h c  on IlnilJ at the end 01 1337. 

9.--Ycarl!. avcmgc. pvr i1101.t toll, dzli\,crc~l : \ I  Ncw York, rcccivcd by Inrge C a r ~ a J i a : ~  producers 
~ rndcr  annual contract; T U I  ueivsprint sold in tli:: years 1929 co 1937 irrclu;ive, arc x p n r t c d  in 111e 
.wrl-c-y of Newsprint Associati i)~~ of Canada.  tn ha\-c been as  follows: 

10.--'l*he principal c l c r n e ~ ~ t s  of mill cost in tlic manufacture of ncwspriilt as< ~ i i o l z  ft,r I:J) pulpwood 
: r ~ r c l  supplies, (b) labor. (c) power, and (d) rnaintcna~!ce ar:d cirprcciatiori ot  property. Pr-csenl 
it~rlications a re  that  thcrc will hc  a n  i rnpor ta~l t  incrcasc i l l  c o s ~ s  of wood LO ;\biribi in the season 
1937/1938 over those for ivoocl till a~:d purchased in tllc scason 1936j1937; what this incrcase will be 
cannot presently be definitely fo rccas~  : with a sulxrnntlal a u ~ o u n t  of 1936/1937 wood qn hand only 
part of any such increase \vi!l, under t l i v  a c c o u ~ r t i l l ~  sysrcnl :idoptcd by  Abitibi. bc rcflccted i i l  hbitibi 's 
1935 newsprint costs. As nf da tc  b.Iny Is!, 1937, n two-!-car agreement wa; nizcie wirh Orltario 
ncu.sprint and pulp mill labor, undcr i+,liiclr subs~an t in l  iricreascs in rarcs of pay wcrc i n ~ m e d i a t c l ~  
li.i\.cn (these a re  included it1 prcsclir costs) a n d  provisior was made for certain further Lncre~ses o f  lesser 
importance 10 take effect on Janua ry  IS I ,  1938. So i;tr as can be seen any  variation in costs of powcr to 
Abitibi in 1935 i s  likcl:. ro he ricpli~ible. \'\'liar. i f  ~ r i ! . ,  changes will t ake  placc i:i 193Y froic!it r3tc.s 



cannot presently be determined. Under the above circumstances it is not possible to accurately 
estimate a t  this time what the increase to Abitibi in costs of manufacture and delivery of newsprint 
over the year 1938-as compared with such costs over the year 1937-will be; present belief of Abitibi 
Officials is that  such increase is not likely to  be less than $2.00 per ton-on the average for all Abitibi 
mills-and will probabl! be more: i f  costs of pulpwood, supplies, labor and freight exceed present 
expectations. 

11.-The Smooth Rock Falls sulphite pulp mill has a rated capacity of 60,000 tons per annum 
of bleached and unbleached sulphite pulp. 

T h e  Saul: Ste. Marie mill of Abitibi is equipped to produce about 23,000 tons per anntlln of 
newsgrade unblcached sulphite pulp in excess of its require~nents for newsprint manufacture. 

The  Fort William newsprint mill is equipped to produce a b m r  11,000 tons per  anrium of news- 
gradr unblcached sulphitc pulp i n  excess of its rcquireruents for newsprint manufacture-certain 
equipmenr o i  the mill has to bc rcconditioncd before commercial sale of pulp can be undertaken by it. 

Thc  Beaupre (Stc. Anne) newsprint mil! is partially equipped to produce about 9,000 tons per 
anuum of ~icwsgradc unbleached sulphite pulp in  cxccss of its requirements for newsprint manufacture 
-certain additional equipment will require to be installed before commercial sale of pulp from the 
mill can bc underrakcn. 

SHIPMEKTS OF SGLPHITE P U L P  DY i ~ 1 3 1 ~ 1 ~ 1  ASD AJIOUNTS [ S C L ~ ~ I ) E I ~  
1s I ~ A R N I N C S  I K  RESPECT THEREOF: 

12.-Attached as Schedule B is a statement of monthly shipments of bleached and unbleached 
sulphite pulp from nbitibi mills during the period of Reccivership-also market prices per short ton 
(delivered) reported as generally prevailing for thc samc in the periods therein mentioned. Aggregate 
s]iipments by -4bitibi of such pulps in thc years 1934 to 1936 and the first e i ~ h t  months of 
1937. inclusive, wcrc as follours: 

flbitibi shipments of sulphite pulp 

bleached 11 n bleached 
short tons short tons Total Tons 

1933 . . . . . . . . . . . . . . . . . . .  35,501 12,082 47,583 
1934. . . .  29,294 9,307 38,601 
1935 ...... 37,665 7,2 10 44,8 75 
1936 57,000 7,682 64,682 .................................. 
1937 (8 mos. to Aup. 31st) 13,651 9,953 53,604 

.Amounts (prior to interest, dcprcciation and Hcad Officc Administration) included in hbitibi  
earnings in respect of shipments of bleachcd and unbleached sulphite pulp from the Smooth Rock 
Falls mill in the years 1933 to  1936 and (subject to audit and pear-end adjustments) for the firat 
eight months of 1937 inclusive, have been as follons: 

. . . . . . .  Year 1933. ............................................................ $ 69,626. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Year 1934 ........................... 8206,3 19. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Year 1935 ........................... ... $237,789. 
................................................................................................. Year 1936.. $603,393. 

. . . . . . . . . . . . . . . . . . . . . . . .  ............. Year 1937 for months of .January % 72,561. 
February . . . . . . . . . . . . . . . . . . . . .  71,305. 
March.. . . . . . . . . . . . . . . .  S4,94 1. 
April ............................. 94,780. 
May . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  84,779. 
June . . . . . . . . . . . . . . . . . . . . . . . .  93,210. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  July 121,992- 
August . . . . . . . . . . . . . . . . . . .  120,090. 

5743.658. 
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Expectation is tha t  Abitibi mill costs of manufacture of bleached sulphitc pulp i l l  1938 \r.ill increase 
not less than 52.00 per ton over those for 1937. Such estimated variation will bc increased if the  
costs of puIpwood, supplics, labor or  freight, etc. i n  1938 exceed prcscnt cxpcctarions. 

13.-According to  thc second cdition of \Vorld Wood Pulp  Statistics-issued uiider da tc  of 
July,  1937, by  Unitcd States Pulp  Producers Association-approximate world capacity and  con- 
sumption, and Canadian production, consumption and exports of all grades of wood pulp in the years 
1932 t o  1936 inclusive, were as follows: 

(in short tons--000's omitted) 
.. .-- 

\\'odd Canada 

Estimated ro1;- 
Protlucrion Consumption Production sumcd i l l  Canada Lxports - 

Contained in the survey of l iewsprint  Assuciarioo of Canada compiled in JUIIC!  1 Y j 7 ,  arc s~atist ict ;  
which indicate tha t  wood pulp used in the  manufacture o f  ncn-sprint in I936 was about  S,217,OUO 
tons as compared with about 6,364,000 tons used in 1927-an increasc of 1,853,000 tons; also tha t  
wood pulp used for other purposes amounted t o  9,641,000 tons in 1927 and 14.453.00U tons in 193G- 
an  increase of 4,812,000 rons over such ten year period. 

T h c  undersigned has not been able to obtain fully complctc and accurate statistics r c l a~ ivc  to  
World capacity and production of bleached and unbleached sulphile pulp b u t  in the  cdition of \Vorld 
wood  P t ~ l p  Statistics mentioned, the  capacity and production of sulpllite pulp mills i l l  the United 
States, Canada,  Sweden, Germany and Finland, (which wilh Norrr-ay-reported capscit!. 500,000 tons 
in January,  1936-are lhc principal producing coun~r ics)  arc given as follo\r-s: 

(in short  tons--000's omitted) 

Ycar Capacity Productiorr 

1932 figures not available 
> l  

4,585 
1933 

? ?  
5,317 

1934 5,888 
1935 7,829 6,268 
1936 7,937 7,027 

In such eJitio11 it is stated that. expansion of world sulphitc pulp capacity scheduled for comp!ctiol~ 
during 1937 amounts t o  531,420 tons (including 165,780 in Canada) and t h a ~  for 1938 to  1S0,42.5 rons 
(including 103,075 in Canada).  

Estimated mill capacity, production and exporrs of Unitcd States sulphite pulp producing mills 
and inlports and consumption of such mills and United States converting mills in the ycars 1932 to  1936, 
inclusive, are given in such second edirion of World Wood Pulp Statistics as follows: 

(Sulphite pulp-in short  tons-000's omitted: 
United States estimat-cd capacity, production. imports. etc. 

C a p ; ~ c i ~ ~ .  Production Imports Consumptio;: Exports 
--  

1932 . . . . . . . . . . . . . . . . .  2,054 1,145 917 2,017 46 
1933 . . . . . . . . . . . . . . . . .  2,213 1,328 1,170 2,420 77 
1931 . . . . . . . . . . . . . . . . . . . . . . . . . .  2,196 1,446 1,074 2,380 139 
1935 .............. : . .  . . .  2,189 1,576 1,122 2,532 166 
1936 . . . . . . . . . . . . . . . . . . . .  2,144 1,830 (est.) 1,299 2,94 1 187 
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Based upon reports of Canadian Pulp  and Papcr Association the est imated rated capacity of 
Canadian sulphite pulp mills and their production and shipments (for sale) of sulphite pulps i n  the 
period Janunry I ; t .  I932 to Junc 30th, 1937, were approximately as folIotrs: 

Sewsgrade unbleached 
sulphite pulp: 

1932.. . 
1933 . . . . . . . .  
1934 . . .  
193; .. 

1936 . 

1937 (6 months) . . . . . .  

Ilxterl mill 
capacity 

73 3 
666 
785 
849 
88 1 
440 

Shipments 
against sales 

t9 
15 
39 
5 7 
73 
GS 

..The variation between production and  shipments for sale is at tr ibutable 
to  use of pulp by producing mills in the  manufacture of newsprint) 

Rated mill 
Bleached and  easy bleachinp capacity 
sulphite pulp:  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I932 452 
1933 . . . . . . . . . . . . . . . . . . .  468 
1934 .................................. 451 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1935 467 
1936 .................................. 485 
1937 (6 months) . . . . . . . . . . . . . .  252 

Shipments 
I'rnduc tion against sales 

3 16 294 
404 384 
3 90 3 46 
428 394 
48 1 444 
26 5 238 

Information of Canadia:) Pulp  and  Paper  Association Officials is t ha t  expansion of unbleached 
sulphite pulp capacity scheduled for completion by existing Canadian mills in 1937 is abou t  122,000 
tons, and in 1938, 22,000 tons; also tha t  expansion of bleached sulphitc pulp capacity scheduled for  
completion by existing Canadian mills i l l  1938 is 16,000 tons. 

A new mill being constructcd on the  Nipigon Rivcr, Ontario,  with n reported capacity of about 
60,000 tons per annum of ei ther bleached sulphite pulp o r  rayon pulp, is expected to  be in operation 
in April, 1938. According to Press reports the  construction, over the next few years, of new s u l ~ h i t e  
pulp milis a t  seven o r  eight different points in Canada-principally in Ontario-is said to be under 
considcration or  being negotiated. Dur ing 1937 two Canadian sulphite pulp mills have been converted 
t o  the  manufacture of o ther  grades of wood pulp and reporr is t ha t  a third is likely to be converted for 
such purposes in 1936. Opinion of Mr .  George H. Mead,  (Abitibi Agent for sales of sulphite pulp) is 
tha t  markets for sulphite pulp a re  not likely to  be unduly affected i f  the proposed new sulphite pulp 
mills are brought in gradually over the next three o r  four years, demands for sulphite pulp during such 
period continue to increase a t  ~ l l e  same rate as in the last icw years, and no widespread disturbance in 
International affairs tzkes place. 

During the  last year or  two there has been a very large expansion in  sulphate pulp (Kraft)  mill 
capacity in Southern United States, and  some displacement of bleached sulphite pulp has already 
been effected by the  use of bleached sulphate pulp. I n  Mr .  Mead's opinion bleached sulphatc pulp is 
not  presently competing with the  commercial sale of blcached sulphite pulp to  any  important  degree; 
his view i!: chat ultimately it m a s  do $0 to  some extent.  

Demands upon the Sault  Stc.  Marie mill for newsprade unbieachcd sulphite pulp, a t  existing 
price le\.ela. l e s s c ~ ~ e d  in August, 1937, and were. still lcss in September, 1937. Ccrtain contract customers 
(limited in number) who purchase bleached sulphite pulp from the Smooth Rock Falls pulp mill a re  
asking tha t  quanti t ies to bc delivered to  them in October, 1937, be reduced o r  tha t  delivery of the 
same  be deferred. A survey rccently rnadc by Abitibi Officials indicates t h a t  a number of thc  
Company's customers hold substantial stocks (relativcly speaking) o f  sulphitc pulp in excess o f  their 
inlr~lcdiate requirements. 
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14.-(a) Earnings of Abitibi during the period of receivership-bur prior KO bond interest and 
depreciation-have according to audited reports been as follows: 

(1) For the  period between September lo th ,  1932, and December 
?Ist ,  1933 (including premium of $619,587.74 on United States 
exchange) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,036,562.00 

(2) For year 1934 (after deduction of $96,972.91 discount on 
United States exchange) ............................................................. 953,927.66 

(3) For year 1935 (including premium o i  $38,432.28 or) United 
States exchange) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,205,185.51 

(4) For year 1936.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,185,188.76 
(in and since the year 1936 the  sum of $50,978.35 was added to  accumu- 
lated profits in respect o f  ad jus tn~en t s  affecting the above periods.) 

Included in earning: as above mentioned are those of T h e  G. E i .  Mead Company, a wholly owned 
subsidiary of Abitibi-which was purchased as of date  October 1st. 1933-and $100,000 received in 
the year 1935 as dividend on the Common Capital stock of Provincial Paper, Limited, the  whole of 
which is owned by  Abitibi; such dividend was taken ou t  of surplus reserves of thc Company. 

(b )  Earnings of Abitibi and its subsidiaries (excluding those of Provincial Paper, Limited and  
'Tllc G. H. Mead Company and prior to bond interest and depreciation) for the  first eight months 
of 1937, a s  compared with those for the same periods in 1936, were as folloivs: 

>ion111 1936 1937 

Iannary  . . . . . . . . . . . . . . . . . . .  $ 33,943 $336,972 
February . . . . . . . . . . . . . .  50,131 262,894 
haarch . . . . . . . . . . . . . . . . . . .  104,463 835,218 
April.. . . . . . . . . . . . . . . . . .  166,315 862,653 
M a y . .  . . . . . . . . . . . . . . . . . . . . . . . . .  181,048 406,145 
June ...... . . . . . . . . . . . . . .  230,798 394,169 
July. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  245.986 522,580 
.!IURUF~.. . . . . . . . . . . . . . . . . . .  2171782 520,993 

Totnl . . . . . . . . . .  $1,230,466 $3,141,624 

M e t n o .  
( a )  The  amount of $3,141,624. is bcforc dcducting 8114,857. expenses incidental to 

re-opening the Fort  William mill and the Beaupre mill, and $14,611. in connection 
with obtaining special reports. Of such $1 l4,857., $94,533. was written off earnings 
of the year to June 30th,  1937, while $20,324. was directly deducted from August, 
1937, earnings. 

(b) Earnings for August, 1937, were reported a t  $500,669. being $520,993., as above 
set ou t ,  less $20,324. rspenses incidental to re-opening the Beaupre mill on September 
l s t ,  1937, as above mentioned. 

(c)  Earnings as above (for 1936 and  1937) are subject to year-end adjustments and 
audit. 

Earnings of Abitibi-in July and Augusl, 1937, on the basis above menrioned amounted to- 
in July, 1937. . . . .  $522,580. 
i l l  August, 1937 . . . . . . . . .  520,993. 

. . . . . . . . . . . . . . . . . . . . .  ;I ~ o ~ a l  of $1,043,:73. 

and if such earnings shall contiuuc a t  the  same rate for the  balance of the year, those for the  last  six 
months of 1937 would, subjcct to audit, amount to  about  $3,130,719. prior to charges for depreciation, 
bond interest, costs of re-opening mills, income t a w s  and year-end adjustments. 



( c )  Earnings of 'l'llc G. H. klcad Company availablc as dividcnds l o  Abitibi Arc csrrectcJ ro 
amount  to about  875,000 for thc ycar 1937--credit for thcsc could be takcn by Abitibi at the  e r ~ I  
of such ycar. 

(d) 1;irsr 3.lorigagc Sinking Fund Bonds of Provincial l'apcr, Limitcci 1.0 rirc Amount. oi $3,849,500.. 
arc outstanding in the hands of the Public---also 7% Culnt~la t ivc  I'rcference Shares of a p a r  valuc of 
83,500,000. Abitibi owns 100,000 sharcs of no par valuc, being t.11~ entire Common Capital  Stock 
of the Company. Earnings o f  Provincial Yapcr, Limited, as e l i t rac~ed frotn audited reports for the  
years 1933 to 1936, inciusivc, and (subject to  audit  and ycar-end adjustments)  for the  eight months 
ending August 31st, 1937, after charges for bond intcrcst, dividcnds on Prefertmcc Sha-re?. incomc 
taxes and $10,000.  pcr annuni for ~leprcciaricin~ wcrc as follows: 

\.'car 1933 . ,. $ 5,163 
Year 1934 112,779 
Year 1935.. . . . . .  . 13 1,890 

. . . . . . . .  Ycar 1936 . .  lj3.3Sl 
Ycar 1937 (for cig111 months to 

August 31st-, after dc- 
duction of $33,335. for 
income taxes).. . . .  221:392 

111 their rcports covcri~ig audit  o l  its accounts for thc ycars 1933 to  1936, inclusive, the Cumpan!:'.; 
Auditors questioned the adcquacy of thc  ~ 1 0 0 , 0 0 0 .  annually chargcd against carnings for d c p r r c i a t i o ~ ~  
upon mills and properties; in cacli of such years an  additional amount of $225,000. x a s  trarisfcrrccl 
from General Rcscrvcs to Depreciation Rescrves of tllc Company in respect of fur ther  rcquiremcnts 
lor  dcprcciation, but  such amounts ufcrc not F ~ O W I ~  as cllargcs against carnings for such ycars. Charge 
on such basis for the first eight rnontl~s of 1937 would amoun t  to $150,000. 

Opinion of thc lvlanagemcnt of Provincial Papcr, Limited is tha t  earni~lgs  ior t h e  year 1937, 
availablc to  pay dividends upon t l-~c C o ~ n m o n  sharcs ow~ied  by  Abitibi (and after chargc of bond 
interest, $325,000. for depreciation on properties, dividends nn Prcfercnce Stock, income taxes 2nd 
year-end adjustments)  will riot likely cxcecd $100,000. to $125,000. Statement of the Provincial 
Paper, Limited &Ianagement is t ha t  since August l j t l i ,  1937, Acre  has been wrnr  siacicci~in? off i n  
orders for products manufacturcd by  the Company. 

(e) Expectation is tha t  sales of newsprint for the  l a s ~  four mouths of 1937 w i l l  bc greater t h a ~ >  
those of preceding months; s a k s  of bleached and unbleached sulphite pulp :trc expected, under cxistin!: 
conditions, t o  be less. An increase of 8.5. per ton in the  Unitcd States market price and  $3. per ton i l l  

the  Carladiar~ market price of blcac!icd sulphite pulp has hccn announced to take r:ffcct on  October lst, 
1937. C o s ~ s  of production of newsprilit and pulp will likely be higher in Septc~nber ,  October, Novcm- 
ber and December, as in all fall and wintcr months. Having regard to tlicse conditio:ls it is not possible 
a t  thc present time to d c f i ~ ~ i l c l ~  and accurately est imate thc  earnings of Rbitibi and its subsidiaries 
for thc  last four o r  six months of this year. If, however, it be assumed t h a t  those for Scptcinber, 
October, Novembcr and December will continuc a1 the  same rate as tbosc for ju!y d a d  August? earnings 
for thc last six months of 1937 would be as follows: 

(a) Abitibi carnings, prior to  bond interest, depreciation, incomc taxes, cosw of 
re-opcning mills and subjcct to audit  and year-end adjustments $3,130,719. 

t o  which would likely be added 
( b )  1937 earnings of T h e  G .  H. h h a d  Company, as presently estimated 75.000. 
(r) Dividend on Provincial Paper, Limited sharcs, as presently estimated 100,000. 

r r o t s ~  . . . . . . . . . . . . . . . . . . . . . . .  53,305,719. 

A r n o u n ~  dcductiblc from such earllings to  cover depreciation on thc Company's mills and propcrtics 
lor ~ f ~ e  six months' period, and as estimated by Engineers, would bc about $750,000. 

(f) Because of the  u~~ccr t a in t i c s  which prevail as t o  the  amounts o i  future annual sales 01 newsprint 
and pulp-as to  the prices which will be obtained for thc same, and also as to future annual costs of 
manufacture and dcIivcry of such products (including tliosc of labor, wond, power and freight)-tfic 
undersigned makcs no a t t empt  to estimate futurc earnings of the Cornpang. and its subsidiaricu. 
Advicc of his Counscl is t ha t  it is no par t  o f  his duties, as Kcceivcr and Manager, and a n  Oflicer of 
Court ,  to rnakc est.imates of such earnings, wIie11 they will be Jctcrmined by  cortditions in t h e  futurc 
which are not presently known. 

12 



I5.--I'rcliini1tary t o  rhc possiblc offerinp o l  thc asscts of Abitibi for s ~ l c  before thc C o u r ~  alld 
w i ~  11 ;I vicn In the  preparation of a plan of reorganization by Abitibi Bo~ldhold.ers' Rcprcsenta~ivc  
Cornm;ttcc. thc undcrsigucc! in April, 1936, with thc approval of Court ,  cngagcd Covcrclale d: Colpitrs, 
Con?u l t i~ !~ :  E n ~ i n e e r s ,  S c w  York, t o  make cngineerirtg reports up011 thc  properties of iibitibi and 
its subsidiaries, including Pro\.incial Paper, L.imitcd (but excluding Abitibi Elcctric Development 
Company, T.i~nitcii and Karnir~istiquia Power Co., Limitcd, and c s c e p t i n ~   lie timber holdings oT 
Abitibi and its subsidiaries) as a basis Tor dctcrmining. amongst o thcr  things, the \:aiue of the propertics 
fronl thc standpoint of their physical vatue and also from thc standpoint of thcir cnrning capacity as 
thosr: oT a goinc conccrn. 'I'hc 1. i;. \\'hire Engineering Corporation, Ncu. York, was cngagcd to  value 
thc pll!4c.?l prnpcrtics of Abitjbi Klcctric DcvcIopment Company, 1,irnitcd and  of Krrrninistiquia 
F ' o \ ~ ~ I .  CO., Limitcd, a n d  J. D.G ilrnour. Quebcc, to value I he tirnbcr holdiligs, other t hail conccssions 
and liccr:ac.s hcld from I'ro\.ince~. The rcports of T h c  J. G .  \\ 'hi~e F:ngincering Corporation and J .  D. 
Gillnour w r c  1atc.r. mado available to Covcrdale & Calpitts, and Hardy  S. Yerguson 8: Company. 
Co~~ul t i r lc , .  Pulp and Paper \ r i l l  Engineers, Ncw York City: nfcrc associated with them in detcrrnination 
o f  p1)ysical vnlucs, drfctrcc! ~:lnintcnanco estirnatcs and s u g ~ e s t r d  capital cxpcnditurc? ;,?on y-opcrtics. 

(.; rnzz pli!.sic;~l \.:lluc . . . . . . . . . . . . . . .  $7 1,437,000. 
l.css rcscrvrs for dcprcciation and dcfcrrcc! main- 

tenance.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 2 1,732,000. 
... 

S e t  sound physical \-aluc . . . . . . . . . . . .  . . . .  %4!~,705,000. 

They alsn rcportcd that  to  r ~ p r o d u c e  cquivalcnt productil-e units having coinparablc contr ibu~i i ry  
and n!~pporting facilities on a I W W  and fully modern basis a t  existing locatior~s would--as oT tlic d a ~ - c  
of thcil- report and  in their opinion-cost approximately $78,000,000. Both such valuations n-erc 
c.xclusi~-c: of any alnourlr.; fo i  current o r  iwrkirlg assets of thc Cornpan!. o r  Tor the Espanola 
and Sturgeon Falls prcrper-:ips, a-!lich they did not  a t t e m p t  to value, and did not include any  amoun! 
Tor I'rovi~?cial Papcr, 1.in1ilctl s l~nrcs,  I-hc cornrncrcial valuc nf ahich  they rcportcd n s  sorncwhat i n  
cxccrs nT $1,500,000. 

I n  January,  1937, and in lig-11~ of improvcd cortditions in thc n c w p r i n ~  industry, Cove:dalc k 
Colpitt:; n w c  requested 10 rcvicw thc  situation and  make any  revisions of thcir rcport which t.llc!. 
might co~:s;dcr ncccssnry. Bawd upon thc  assumption that  tirnbcr conccssions and pTpir-ood cutting 
rights, nV:lrcr rights and power supplies would be conriniied 011 terms csscntially as iavorablc as  t.hosc 
which had  obtaincd in rcccnt years and on the  further assumptions that  the ~lctvsprini mills of Abitibi 
(cxclrrding Espanola and Sturgeor: Falls) have an aggrcgatc rated capacity of about  560,000 tons of 
newsprint pcr nnnum and the  Stnoorh Iiocl: Falls mill a capacity of 60,000 tons of commercial blcachctl 
;r.nd unblcachctl sulphite pulp pc i  allnun>-that the  contract  price Tor newsprint would bc i11crt:ased 
qradu;~lly toX50. a toll (the base price-New York) and opcraiing profits would incrensc proportio~latcl!. 
hut  not f l~lly so due  to prnbablc increase in opeia t ing costs--and upon the  o ther  assurnptions contained 
in their report--Coverdale LE: Colpitts est imated the potential earning powcr of Abitibi various 
rates of tonnage ou tpu t ,  and a t  various prices for newsprint In hc :IS hllows: 

Estimated Annual Earning P o w r  
af ter  depreciation of $1,485,000. but  beforc: 

rntcrcst and [ncomc Taxcs  

Ncwspl.int pricc per ton (X .Y . )  

Newsprin i P u l p  

56O1OO0 -5 5,000 
500.000 55,OOc) 
450,000 55,000 
400,000 55,000 



r.sclusivc d a:ry income from Proviilcial Paper, Limited shares and prior to deduction of idle planr 
costs or expenses a t  or i n  connection with the Sturgeon Falls and Espanola properties. I t  was also 
stated :hat such figures gave 110 effect to  possible cost reductions or  econonlies from any or  all of the 
cap i~a l  expenditure items suggested by them in their report as being feasible or desirabIe. 

Rased upori the above figures Coverdalc & Colpitts calculated the average sustained earning 
ponrcr of Abitibi properties (after depreciation but before bond interest, income taxes and idle plant 
costs and expenses in connection with Sturgeon Falls and Espanola properties and exclusive of any 
income from Provincial Paper, Limited sharps) t o  be84,145,000. per annum, which they stated was 
equivalent to  the estimated earning power of the properties covered by their valuation on an average 
salcs volume of 476,000 tons of newsprint per annum, with profit estimated on newsprint selling a t  the 
base pricc of M7.00 per ton plus the average profit estimated for the Smooth Rock Falls pulp mill 
011 an  annual sales voluxne of 55,000 tons of commercial pulp. On the assumption that  12% times 
such estimated carning power (an 8% basis) was the proper basis for valuation of the properties they 
cave i r  as thcir opinion that the fair commercial value of the properties as of February lst, 1937, 
was $51,813,000.. exclusive of the value of (a) inventories and other itellis of working capital, 
(b) common stock of Provincial Paper, Limited, and (c) the Espariola and Sturgeon Falls properties. 

Est imax of T. E. Silver, as hereinbefore mentioned, is that i f  $8,314,271. (as of August, 1936, 
since which time costs of labor and materials have increased) be expended upon improvements, replace- 
ments and rcpairs to Abitibi mills and facilities-excluding those at Sturgeon Falls arld Espanola-the 
capacity of Abitibi's newsprint mills would be increased by approximately 93,310 tons per annum; 
also !hat i f  with such improvements, replacements and repairs made Abitibi mills should operate to  
thcir full increased capacities savings in manufacturing costs of approximately $1,057,623. per annum 
would be effected aside from any profits which might be obtained from increased sales made possible 
by increase in the capacities of such mills. Having regard t o  such possible increase in capacity, 
estimated savings in costs of manufacture and possible additional profits from salcs of newsprint 
produced by increase in  the capacity of the mills, 1 requested Coverdale & Colpitts, in September 1937, 
to  report upon the potential earning power of Abitibi properties a t  various rates of tonnage production 
and at various prices for newsprint and sulphite pulp; also as to  the average sustained earning power 
and fair commercial value of the properties with such improvements, replacements and rcpairs made. 

Based on the assumptions that the improvements, replacements and repairs, above mentioned, 
arc made; that when made the six operating newsprint mills of Abitibi will have a productive rated 
capacity of about 650,000 tons of newsprint per annum, the commercial sulphite pulp mill a rated 
annual capacity of 60,000 tons of bleached and unbleached sulphite pulp and the pewsprint mill ar 
Sault Ste. Marie a surplus capacity for the production of approximately 20,000 tons per annum of 
unbleached sulphite pulp-that estimated savings in costs of manufacture will be obtained; and 
after giving effect to  increased costs of labor and materials, to announced increases and to further 
possible changes in the prices of newsprint and commercial pulp, and based on other assumptiooe 
contained in their report dated September 25th, 1937, Coverdale & Colpitts estimate the potential 
carning power of Abitibi a t  various rates of tonnage output and a t  various prices for newsprint and 
pulp to be as  follows : 

Newsprinx Price per Tor1 
(New York) $42.50 $45.00 $47.50 850.00 $52.50 $55.00 $57.50 

Annual Sales - Tons 
Xewsprin t 

650,000 
600,000 
550,000 
~00,000 
450,000 
400.000 

(000 omitted) 
84,412 85,225 86,200 $7,337 88:637 59,937 $1 1,237 

3,699 4,449 5,349 6,399 7,599 8,799 9,999 
3,162 3,850 4&75 5,637 6,737 7,837 8,937 
2,717 3,342 1,092 4,967 5,967 6,967 7,967 
2,270 2,833 3,508 4,295 5,195 6,095 6,995 
1$06 2,306 2,906 3,606 4.405 5,206 6,006 
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l i p o n  r!~!, : c r x ;  - c . i  t o ~ : I i  i l l  !!!c.ir i.c.porL 11 it!! I Y ~ ~ Y C - I  10  ~ ~ c . r - a : i ~ ~ ~  r - o y t \  it11c1 cspcrl<cC.  -.~lc. \ .vii~:ilr . . . . . ~ i  sclling pricc, :<lid irlcrriiscti r~: i l ) ; lc : \ :c~.  axel . n \ - i ~ ~ g s  i n  cost.: u l  i l ~ : ~ ~ t ~ ! i a c t ; ~ r c c  10 bc !:>;~cic i tom 
r~~::lplc;inr! n i  i h c  pro3r:rlrlrllr of  i i r i p - o \ - i ~ m c n r ~ .  rcpl;rcements . : ~ l t l  r.c!pai~-5. (.'o\.crti;ilr LY C o l p i ~ ~ s  
r i b - . :  i~ :I.; ;Iicir judgrnc.r!r t l i :~: ~111: a\.cragc s~ ls ta i~ lc :~!  ctnriling po\\.cr- I!!' ; \biribi v r o ~ < . r ! i c s  I c~~c lu t ! i !~p  
.,.::.- ir!cviuc from Piavittcial P a p c r ,  Limitrrl  .;hares arid u"i111 n o  d(:ductioll 1n;iclc. Tor idlr  plant  costs a n d  
~ . \ ~ Y : I w ~ ,  oi' J.:~p:li?cjl;~ a n d  S t ~ ~ r g c o r t  Fall:: mills) o\-c.i. :I i11111rr p~- r io ( l  ~f J.c;Ir>. i:: $5.001.000, pc.t !.c;lr: 
:<i:es dr*pr.cci,r:lt):: of $1,671.000. I ~ I I I  b(!fnre i ! t tcrcs~ or inconic t : ~ s c s .  Siic.!~ :I:TIOI!~!T. <I[  S ,~. '~01.000.  
i - .  ~11c.y > : A I ~ - : .  rq~ ' i \ . : : isr l t  1 0  c > \ i l : ~ a t ( d  c a r ~ ! i : ~ g  ,roo\r.cnr oi such pr-<?pertics a t  : , ] I  a\.c.r;iyc sa1c.c \.cil~lrnc 
Oi 7 0 . 0 0 0  toll. o i  :?;.n,..prii>t I::.]. all:]  urn. (80':~; of t h r  e s t i ~ n a t c d  c a p a c i ~ ) ,  of tllc ~ r ~ i l l ~  n~cni ionc t l  ; ~ f t c r  
L.o~n?letiorl of rhcr ~xogra i ; -~rnc  ol' I ~ ~ ~ ; > r o \ - c r - n s ! ~ ~ s ~  replacements  a n d  rcpxirs) X I  :I\c profit c q ~ i r n ; ~ t c d  
.<: a basc scllir>p ;>ricr of $30. !> r r  1 0 1 1 .  p lus  t h c  p r o f i ~  cq t imatcd  f rom t h e  siilr of 5 , 0 0 0  lop-: n F  hii::tr!lec! 
- i ; ! p i i i t ~  p u l p  ;J:IJ 10.000 ! < t l ~ L  ,)I' t ~ ~ l l > ! < b ~ ~ l : t * < i  ~~!I! l t ! i r r  i>:!l:> ;>:*: . L . C . L I ~  . I I  . a  l)l.*.i<.'~i*t! \ . \ ~ ! ~ ' l i i [ :  p ? ~ ! p  h : : , ~  
. . ,  ;(.I. c,f $5.:. 111::. : , , j : .  

I ! !  :I ;.c;v,ri nda3:- K .  S .  JlcP!~c.l..;oi:. I,:sq., l . i q ~ ~ i J ; i t o i .  of A b i ~ i b i ;  u:~tlc,r J ~ t r c  o i  31drc11 1 [ ~ i l .  14.;7, 
\ \  . ' I ' .  t21.icl:..::ii.1... I i . q . .  13.4.Sc.. 31.1,' ... Kt.,yistcrcJ Proics.;ional J.:npinct.r. ol  I ! I C  I'ro\.i!lcr. oi Or]: . ~ r i o .  
\ ; a ~ v c i  I!:.II 4i:L: ;~ .x ; r :> l i~ t i~~g  C'oinp:itl!- records anti r ibtaininy from l h c  l icccivcr  n i ~ t l  A I a r l a r c ~  ;111d 
\ i > i ~ : t > i  OtTiciai- ; \ ? I  r ~ s c n ~ i a l  i: iforniatio~: l x r t a i ~ ~ i : ~ g  :o  L I I C  n p c r a t i w  o f  :\bitibi 011 whit-11 L O  h a w  an  

c . - ~ l m ; ~ i c  of c h c .  valtic of t l lc .  ;i>\r.[. of \ilcil Com;xtny :i.: :i goinp concern Iic \\.;LS of iiic cjyininn t h a t  . . : : .4\-::~g rcgcrrd t o  !hc: p s i -  p ~ r f o r l ~ ~ : ~ ! l c t  o i  rile C'omp:in!~. 11ic prr:.r!lt a:ld f u ~ i l r c  capaci~! .  o i  rhc mill>, 
1 1 : ~  ~ ~ ~ l . d i r i o n ;  in 1!1r t r x t l c .  ;it d a ~ c  a n 3  1!1c p l . o ~ i r c ~ t d  long Iri-nI ~ r c n d  of n r n - s p r i n ~  p ~ o t l l ~ c ~ i o n ,  
cn.~rl;inga or' Abil ihi  ior  t;li1131ion ~ I I I ~ ) I ; C ' R  s 1 1 o ~ l d  I>c h:~.cc.J on  ;I ).early ~o1111syc  oT 500,000 Icvri.; o! 
: r.t*..pli:tt ;,:id a dr!ivc.:i.ci l)r.icc of $50. w r  t o n ;  I ~ I ; I I  a f rc r  ~rsirlg I ~ r o d u c t i o l l  costs  in l i r ~ c  w i ~ l l  w l l i ~ i g  
.,... , . l ~ : . .  ; t r ~ t i  makirlS ; ~ i l c . ~ t r , i ~ c .  ;Ilr)\<.:~~lct.s for  i n c r o : ~ x d  > c l l i ~ ~ ~  a n d  ; ~ d i n i ~ r i ~ ~ r a t i o ~ i  cxpc:l.;cs. c l i ~ ~ l i i ~ a t i i i ~  
;:on-rccul-ring cha;.pcs. ;ic!Ji~ir: rc.\.crlucq t'mm suhridiar!. cowpanic ;  ;~ucl  tllc 511tooth Rock l.'s!l: s u l p h i ~ r  
r ~ i i l l  311~1 proviijl;lg $1.500.000. f o r  ( I ~ P I - C C ~ J I ~ ~ I I  :111<1 ( I c - P I L ' I ~ ~ I ~ ,  !ie \\.as of !hc opinion rhnr o r  :11c Ixixis 

f :I:: S'.;, an!:na! rt.;ur:j oil tili. in\csln-lc.111 (13111 prior- In r l ~ d u c l i o n  o f  bo11d il~lrl.c>..! or ; I I C I ) I - ! I ~  ricxt'h) 
. i , t .  ., altlc of ttic ,,-sc\s c ~ f  , \biribi a,\ a r.c)i:~9 c i ~ ! ~ c c r ~ t .  illclrrdir~g I ~ C L  C ~ I I Y T I I I  ;I>LCi.c ;I\ x p o r r r d  oi: J ;~nuar .y  
; I -:. 19.; 7, nirci ~ : : ! ~ b c r  l i r i i i ~ x  l~ r . ! .  I / : : ~ I I  ( ; C I \ . V ~ I I I I ~ ~ * I \ I  c i l r l c r s ~ i ~ ! i s  (Y.< \ . : ~ l i ~ r ' J  i)!, ,) . TI). ( ; i i l i ~ ~ ) ~ ~ r j  \\.as 
55f>.1100,000. l l r .  I-',rickerlder~ ful.ll~r:!. ~.:.;..r)r.tccl t l ~ a t  c u c l ~  ~-aluat:c,lt did !)or i~lcluclr ZII!. : ~ I I ! O L I I ~ I  for 
I':c,\-i,;ci;il I3;;pcr, i . i~u i ied  C o ~ n m c i c  Si?,rrc>. \I-liicll iic cnusidcretl !lad ;I \.aluc cousidcrably in c s c c . ; ~  

S[.:(?().(W): !.!(, .31r1 11c.1. < ; : ! : ~ \ ~ i  I I I . : I  ;.t-: : t ~ t i o ~ ~ ! i [  t5.n. i~!c!,idrd il.: I -3r  MG,000,000. 101. ~ h r  l ,3pa : io l :~  



(;Vole: 'i'1ie v a l u a ~ i o r ~  of @6,000,000., a b o w  ~ncnrioiicc!, iiiclutlcs n r l  currc-;:r : issets ot' :!l>o~it 

52,5001000.: and  aftcr  deduction o f  s i ~ c h  amount leaves a value for rhc otlwr properties of 
I I K  Company (cscluding Provincial Papcr, Limited Colnmoi~ S h i ~ r c ~  and the Espannla :<!it1 

Sturgcon I.'allx rtivisior~s) of about $Y3,500?000.; avcriigc z i :~~; i i l icJ  nuriual earnings of a1.~oi:? 
556,680,000. (on ~ h c  hirsi?; a b o w  mentioned) ~vould I>c rcqtiircd ro prn\,itlc XI:  SF?; r?i l : : i~xi  
i ntcrcst rcturu 011 such $S3,jO0,000.) 

'i'hc u ~ ~ d c r s i ~ ~ l c d  clcsircs 10  nlakc i r  clear that  t11c above rcports arc largcly bawd u r ~  h! .pothc~ic~l  
ton~i;igcs arid dclivcrcd priccs for nc~r-spr i~i t  and pulp, and arc estimates only:  I I C  assur~lcs no r c spw-  
sibili!>- il: respect o i  ~ l i c m .  

16.--Bclicf of r\biiibi Officials and the  untlcrsigl!c.ti is rh;ir Abiiibi nlills will ~ilr~!~diacturt!  a:;\! 
sell t)etn.cc~i 450,000 a ~ i d  490,000 tons of newsprint- a bout 63,000 1011 s of bleachcd s u l p h i ~ c  pulp zrid 
12,000 t o  14,000 tons of unl>lcaclictl sulphitc! in 1337. C;c.=ncral con irxct ~ n ; ~ r k e ~  prices of C 'an; :d i~  i i  

milts in Scpiembcr, 1937, foi. s u c ! ~  p r n d u c ~ s  arc, $42.50 pcr shori ton, dclit.c~.cd ;I; St:\. York. for 
ncwpr in r  -$65. pcr short  on, We\\- I 'ork  base pricc, ior blcnchcd sulphite p l ~ l p  - - -2nd  $5S;--$GO. pcr 
short ton, S c w  I'ork bnsc: pricc. for uribleacl~ed sulphitc pulp. Kspcctation is t l : ~ ~  i f  business tor-.- 
dilic)iis c o ~ i ~ i n u c  to  inipr-ow and no undue recession in them take.< p!ace, :\biiibi's salcs of newspri::: 
will hc highcr in 1938 t l i a~ i  i n  1937 ;111d  hat sales o f  bleachcti sulphitc pulp. of n l i  improt-cd Kr;: It.,. 

will I)c slightly Icss. 

\\.i~ilc pulpwood on 11ri11d will bc fully s i~ff ic icn~ to susiain 1937 produciion, 2 s  abovc nieririo::c4, 
rcscrvcs held a re  not felt to bc atlcquare to  pro(.ect the  Company against conti~igcncies for thc  fulurc.  
111 addition increascd supplies of wooJ are rcquircd for rhc Forr \\'illiam and  Stc. Anne mills, tile 
first of n.hich was brought illto oper;rrion on  l I a ) ,  Isr, 1937, and  the la t ter  on Scvtembcr l s ~ ,  1937. 
Avcrngc costs of wood which will bo dcliverod LO i \ b i ~ i b i  milts in 1938 will likely exceed the costs o i  
wood or1 hand i n  1937 by not l c ~ s  than $1 pcr cord, Estimatc is rhat  costs of pvneral supplies, o ~ i i c r  
t h a i ~  ivood, wilt incrcase by not less tila11 7% LO lof; ovcr those of 1937. .:\II>, incrcase in the  voli!ine 
of bus iwss  done i l l  1938 o\-cr I937 \ \ . i l l  increase tlrc aggregate amount  of credits required to  be git-e!~ 
to  cuslonlers, while incl-easr in ttic pricc c.upecl.rd In be received for newsprint ir:  1938 ($7.50 pcr ini:) 
will furtlicr cnlargc rhe same. 

I I I ~ I I I O ~ ~ C ' S  of ~ I I ~ C I . ,  pulp. pu Ip~ .ood  and supplic.s and  accounts rcccivahk. i.a.;l~ and  o:hr,r 
operating nsscts on hirl~cl, 1xinp used by ALitibi and its subsidiaries ( exc lu t l i~~g  Provincial Paper. 
Limited and 'l'hr (;. ti. l l c a d  C'o1nl?at>) i n  rlic opcrarion of thcir busincsscx o r )  . 4 u ~ ~ i ~ i  3 1 ~ i ,  1937, 
a m o u ~ ~  tcd to.. . . ..,..........,,.........., ,. ,  . ...... . , ,  ....,....,. . . ... ..... .. . . . X 8.765.5'3. 

Calculation of Abitibi Oficials is tliar by Sla!- 31sr, 1938, p;llp\vood invcii~or-ic? 
ihc  Conipan y will, lvith increasing costs and larger quan~ i r i e s  of u.ood require(!. cscceti 
t l ~ o s c  o f  i\u,gus~ 3 1 ~ 1 ,  1937, I>> apy)rns!~~~;ttcl!, ... . . . . . . . . . . . . .  . . .......... . .  . 

l o  



Bstimatc is tha t  inventories of supplies necessary t o  be carried in 1938 will exceed 
costs of those carried in 1937 by not  less than .................................................................. 125,000. 

Est imate  is t h a t  with the  increased volume of newsprint business looked for and  
Iiighcr prices a t  which i t  is expected t o  be sold,.crcdits required t o  bc gii-en to  customers 
if: 1938 will espand over thosc of 1937 by  approximately . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,100,000. 

T h c  peak amoun t  of working assets expected t o  be required in the  operation of such 
businesses in 1938, on  the  above bases, is therefore approximately .................................. $12,490,823. 

Current  monthly accounts, accrued payrolls and other liabilities (excluding 
Keccivcr's certificates) owing by  Abitibi and  its subsidiaries on August  31st, 1937, 
i t  mou nted to ............................................................................................................................. 1,l  12,064. 

a d  if i t  be  assumed t h a t  a similar amoun t  of current  liabilities will continue t o  be owed 
monthly during 1938, the peak of net  working assets estimated as likely to  be required 
i t 1  such year woulcl approximate ........................................................................................... $1 1,378,759. 

(iVotc: T h e  amount  of $11,378.759. does not  include amounts  necessary for payment  of old 
liabilities or amounts  required for inlprovements and repairs to  Abitibi properties). 

Having rcgard t o  the  above, Abitibi Officials and the  undersigne:l arc of the  opinion t h a t  i f  the  
Company be given n-orking capital of 89,000,000 and borrow.: from ir.; Ra:lkeru on pcaks i t  can operate 
sa~isfac tor i ly .  

Repor t  of 'I'. 1.:. Silver-as lierclnbeforc rnclltioncd --is t h a ~  LO mnkc rile ia1pro1-erneuts, replace- 
ments and  repairs to the  Company's mills and  properties, specified in his report, would cost 88,314,271. 
a s  of August, 1936. Est imate  of Mr.  Silvcr was tha t  such amoun t  would be expended approximately 
n\  follous: $2,869,709. in the  first year, $2,946:872. in the second year, 81,481,706. in thc  third year 
and  $1,015,984. i n  the fourth and  fifth years aftcr reorganization; this subject to  the  possibility tha t  
such expenditures might be made somewhat faster  if the moneys therefor were available. Since the  
est imates were prepared costs of labor and materials have increased. With  the  bringing of the  For t  
\\'illiam and  Ste. h n n c  mills into operation in 1937 and the increased volume of business being donc 
hy Abitibi it was deemed advisable to makc certaiu of the  improvemcnis,  replacements and repairs 
covered b y  Mr.  Silver's cstimates and this has been done. Up to June 30tI1, 1937, ~ h c  undersigned 
had,  with t h c  approval of Court ,  expended 8457,677. thereupon, including $1 10,793. start-up expenses 
of For t  William and Beaupre mills; such expenditures mill only partially offset thc increase in ag- 
gregate costs, since August, 1936, of the improvemen~s ,  r cp laccment~  and repairs covered by Mr. 
Silver's est imates and they are therefore disregarded herein. 

T rade  and o.ther liabilities of Abitibi incurred prior to  receivership, b u t  excluding funded debts,  
are estimated to amoun t  to $815,000; a claim by  the  Newsprint  Ins t i tu te  of Canada for a further 
5600,019.49 is expected t o  be withdrawn. These liabilities will require to be paid under any  form of 
reorganization o r  rearrangement which provides a re turn  to  Stockholders. Costs of receivership and 
liquidation and also those of reorganizatio~l or  rearrangement and of obtaining any  new moneys h a w  
also to be met. 

Current and working. assets of Abitibi and its subsidiaries (excluding Provincial 
Paper, Limited and T h e  G. H. Mead Company) on June 30th: 1937, amounted t o  ............ $ 8,512,371. 
u.hile current liabilities? accrued pa!-rolls and Receiver's certificates outstanding 
;~rnountcd a s  of the  same  da te  to  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,308,836. 

leaving a surplus o f  ner current assets a s  of such d a t e  of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5 3,903,535. 

17.-The plan of reorganization p u t  forward by  the  BondhoIders' R e p ~ e s c n ~ a t i v c  Comrnittce 
conternplates the  reorganization of thc Company as of d a t e  July l s t ,  1937, while the  plan p u t  forward 
by the  Liquidator of thc  Company contemplates rearrangement of the Company's affairs as of date  
December 1st. 1937. 

18.---Under the plan of reorganization of the  Bondholders' Representative Committee 

( r i )  New securities to  be issued in the form of First (closcd) 4sTo Mortgage Bonds 
.. .. .................................................................................. ............... amount  to . .  .. .. .. 5 14.000,OOO. 

(in these computations i t  is assumed t h a t  new moneys obtained from sale 
nf t h e  above securities will be received bv  Abitibi on December 31st, 1937, 
and not before.! 
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( b )  F:SCCSS of Abitibi's current assers over cul.~yu: Ijabilirics a ~ l d  l<eccii-er's 
ccrtificatcs on June  30th:  1937, was . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . .  3 .(A)?..: .i -5. 

[c) I f  carnhgx of Abitibi for lllc months of September. Oclobvr, 
Noveinbcr and Dccember, 1937, should coritinuc a1 rhc sznic 
rate as in July a11d Augusr: 1937, those for the  last sis  months 
of 1937 (subject to  audi t  and prior LO bond inrercst. tlcprecia- 
tion, incornc tases,  costs of rct-oper~in:: riii1l.c a n d  yeiir-enil 
adjus~mc-111s) would anlount lo. . . . . . . . . . . . .  . . . . . .  $3, L30.719. 
Dividends espectcd LO bc rcccivcd a re  

( 1 )  irorn l ' hc  (;. 11. U c a d  Company 75,000. 
( 2 )  from P r o ~ i n c i a l  Pnpcr, Limited . . LO0,OOO. 

I f . ., $3,305.719. 
froin n.11icl1 would rcquirc L O  bc deducrcd- 

(3) Charge for  d e p r c c i a ~ i o ~ i  on Abitibi mills and 
])roperties for  t he  lasr s i s  months of 1937. .... 5730,000. 

aild paid, 

(4) I n t c r c s ~  for period July  l s ~ ,  1937. 11.) I>cctm- 
bcr 31st ,  1937, on bonds and debci~turcs  
con~empla tcd  to be issued 1-0 present Abitibi 
Koridholdcrs. . . . . . . . . . . . . .  1 !446,000. 2,198,000. 

aud a ~ u r p l u s  would r e n ~ a i r ~  ( f rom s t ~ c h  asxur~icr! c:rrriirigs) of. .. I.lU7.71{'. 

T'oral 819.01 1.z54.  
frnni wl~ich 

(d) linsccured liabili~ies o i  Abitibi iocurrcd prior to rccei\.ership 
would rcquirc- to be paid to the  estirnatcrl aniounr of . . . . . . . . . . .  8 815,UUU. 

(s) A ~ n o u n i  corltcrnplatcd to  bc set aside f o r  working capitni is . . . . . . .  9,033,003. 9.513.000. 
- 

and a balaticc u.ould rcniaiii as  of d a t e  Ucccmbur- i l s t ,  1937 ( lbat  is i f  c a r ~ ~ i i l g s  a n d  
income for the last six 111011ili~ of 1937 nnlount to $3,305,719. on the  basis in (c) abol-r  
men~ioned) .  of about  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $9.196.2,~4. 

which lvould be available to  cover costs of oblaining $14,000,01)0, of new inone)-s-costs of recciversliip. 
liquidation and of Ilondholdcro' and Preferred Stockholders' Cornrnittecs (as aIlowed by  C o u r t ) ;  oi 
reorganization; 2nd to  provide for irnprovcmcnts, rcplacemcnls and  repairs to thc  Con~pany ' s  mills 
and propcrtics. which rrcrc cotirnz~ed to  cost $Y,31-t.271. i n  :\i~gust, 1936, since which t imc C O Y I S  

labor ant1 materials I ~ a v c  increased. 

19.---L rider thc  plail of rearrallgcrncrit of ~ ! i c  ;ifTairs 01 Abitibi put  forward by tile Liquidator- 01' 
thc Company, interest on yl-csenc Abitibi bonds to Novcmbc.r 30th, 1937, is t o  be capitalized. and 

( ( 1 )  N C W  wcuritics c o l ~ t c ~ n p l a t c d  t o  bc issucd in thc  form of Serial First  Mortgage 
4yG a i d  .I%% Rands a1110unt to . .  ....................................................... $9.oU0.00~!. 
( in  ~ h e s c  compurations it is assumed tha t  ncw m0nq . s  obtained from salc 
of t Ire abovc secr~ritics will bc rcccivcd b!- Abiribi on I l ecen~bcr  31st, 1937. 
and not before) 

( b )  I.:xcess o i  Abitibi's current assels over current liabilities and Rccciver':. 
certificates on Junc  .iOth, 1937, was . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  :.903,.5jZ. 

(c) li' earnings of Abitibi for Scptcrnbcr, Oclober, Sovernber and 
I>eccrnbcr, 1937, d>ould coutinuc a t  thc  same ra te  as earnings 
Tor July and August, 1937, those for t h e  last six 1n011ths of 
I937 (subject to audit  and prior to bond interest, depreciation, 
~ I I C O I : ~  taxes, costs of rc-opening mills and year-cnd adjust-  
ments) \vor~lrl amoun t  to  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Y3,130,719. 
Dividends c s p c c ~ e d  to  be rcceived i n  such 1)criod a rc  
( 1) from 7'1ic C;. I-!. l l e a d  Conlpan!-. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  75,000. 
(2) from I'ro\.iiicial Papcr,  Limitcci . . . . . . . . . . . . .  100,000. 

. 

Total .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  X3.1Ui.719. 

is 



Ir.0111 v-hici~ ~ r o ~ ~ l d  rr.qairc to be paid or set ~ s i d c  --- 

(3) Cash pa).nlcnts contcrnplated to bc inadc :a 
prescnt Abitibi Bondholders ae o i  da te  Dc;cc!n- 

A - 
............................................... bcr Is:. 1 9 ~ 1 .  560..334. 

(4) Intcrcst for month  of December, 1937, on First 
and Second 57;; Mortgage Bonds contcmplated 
to bc given ro yrcserl t Abitibi Bondholders ....... 269,491. 

(5)  Chnrgc tor dcprcciatioo on mills and properties 
o f : ~ t ~ i 1 i t ~ i ! o r l a s t s i x m o n t h s o f 1 9 3 7 .  , 750,000. 

.111r! ;i s ~ r ~ l u s  would remain (from such assumed earnings) of about I?,Zii,894. 

. . . . . . . . . . . . . . . . . . . . . . . .  'lxc)t:!l.. . . $ 1  5.129?429. 
nu I d' n.lrlcir 

(d) U I I S C C U ~ C ~  li~biiitic.. of Abitibi incurred prior to  rcc.ivcrship 
rcquire to bc paid, t o  thc estimated amount of . . . . . .  % S l ; . U U O .  

a1\:1 
( r )  Sl~ould  ihcrc bc w t  asidc for working capital O.OU0,OCK). 9.6 1 ; .UOO 

a balancc would ~ - ~ m a i n ,  as of dare December 3 1 s t ,  1917 ( ~ l i a r  is i f  carnillgi ;rr!rl 
incornc for thc las t  six rnnnlhs of 1937 amount ro 83,305,719, on ille b a h i ~  i:.: i c .  
abo\.c inerl~io:ied) o f  abou;  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . .  5;,.3 14>42? 

which n.ould bc available LO col.cr cosrs o f  obtaining $9,000,000. o i  ncw 1::onc)-- a n l  r.i?c,-c 111 rccci\-cr- 
..hip, liquidation and c f r ~ c t i ~ i y  rcarrangcment of the  Cornpai~y's  afrairs (as allon-ed b!. Cyoi::.tj; t ! ~ c  
surplus thercaftcr n-ou\d bc ar.ailablc towards costs of impro\-el-ncitts? rcp1acen:rnts 2nd r c j l a i r s  Ir)  
ihe Company's pmpcrtic5. irllich \\.c.rc cstimated to cosl $5:314,271. ill Auyu:.!. 1936, , \ i , : ! : g .  wi~ich 
rime COSLS of labor and ~v,;:zr;.ils havc increased), Ieaving any :itldi~iunai amnu;!:> reql~irh-b ior :;\:ch 
irnproverncur.s, rcylacci~:cl~rs a n t i  rcpairs, to be takcn from furure earnings or ri-:c C~~r?n.i!?;-. 

I < x p c . ~ ~ d i ~ u r t s  o f  $5-!j7.677. made  by thc undersigned up  LO Jtlnc $Oth: 19.?T. upni: :~?iproi-crne~irs 
~ i ~ d  rcpairs to  ihc Cn~np : i~ i>  *.: properties-covered by Mr .  Siivcr's cstimatc+--l!;!t;c i1c.i.;: i ~ n o r c d  iri 
I ~ C  compu~a t ions  i i ~  piiragraplis 18 and  19 above as they \!.ill only partiail: of!sc: : I ? ?  i:?:-rcasc in 
coyrc. o f  such propovd improi.r:~nc~;ts and repairs as cstirnarcd in hug us^, 1936. 

20.----Attacllcd hcrr to  a s  Schrdulc C are summarized audited Bdancc  Slfec:!. oi :[hitihi to 
Dccembcr 31st, I935 and 1?3(1. and unaudited Balance Shcei of Abitibi a s  of d a ~ c  : ' \ u y , : ~  315:. 1937. 

. ,  . > .  
' I ' l i ~  abovc h a s  bee11 prepared solely for the purpose of piovitiilig perstins concl.;-:,r:rr !li :lie ;t::;c:r-< 

of Abitibi with information believed to be of interest to them. S o  rcprese~l~at , io i~  i:: inadc or  t:irc:ldcd. 
i-~owcvrr, t ha t  i t  cover:: all conditions which have or  may have a bearing upon r i~c  Cornpan!.'; aff'airs. 
present o r  future: the statcmcnts madc are accurate, so far  as the uridcrsigncd h a $  hecv ;,hl+ L O  . z = : . ~ i ~ n i ~ ; .  
hut hc does not rcprrscnt or pilarantre rheir accuracy. 

C;. T. CLARKSUN, 
Receiver and hJanagcr ni  



(Above is for 
8 monrhs) 

* Abitibi was placed in rcccivcrship on September loth,  1932 

Shipments shown are for balance of such month. 



~ l a r  . .  -- - - 
I"cbruar!. - 
hI:irch . . . . .  
April . . . . . .  
. \Iay.. . . . . . . . .  -- - 
,I u 11 c . . . . . . .  
J u Iy. . . . . . . .  . .- 

.... !\ugilsl . . . . . . . .  
September ........ 1134" 246* 

........... Octobcr 1699 335 
..... Noi .e~nber . .  152 1 530 

D e c e ~ n b e r .  .. 988 492 
... - - - . 

5342 1603 

'l'otal . . 6,945 

5392 944 
5125 1433 
5897 1155 
34-58 1166 
541 1 1533 
5382 1543 
5 . 8  1250 
5428 869 

- 
-- .- 

. . 
- 

. . . . . .  

4365 I 9953 

5 3,604 
-- 

(Above is for 
8 rnonrhsi 

* For balance of 111ot1lh ~ l t t e r  Septeruber 10111, 1932 J a t c  uf Kecr:iver.ship. 

Approx ima~c  pre\.ailin,a conrraci n l a rke~  prices per sho1.1 tun of su lp l i i~ r  pulp - - -as r-cportcd - 
arc as  follo\r~s: 

Bleached sulphitc (Sc\\. 1.o1.k basc pricr) 

........................................ Year 1934 $50. per 1011 

Ycar 1933 1 s t  quar ter  . . . . . . . . . . . . . . . . .  $55. " " 

. . . . . . . . .  3-34 quarters $50. " " 

.. . . . .  *,ear 1936 1 s t  Six hlonth:: $50. " " 

. . .  2nd Six 1,Ionths $52. " " 
.................. Year 19.17 l s i  quar ter  $54. " ': 
................. 211d quarrcr $58. " " 
.. . . . . . . . . . . . . . . . .  3rd quar ter  $65. !' " 
. . . . . . . . . . . . . . . . .  4th quar tcr  $70. " " 

Enbleached s u l p h i ~ e  (New k'ork basc pricc) 
- - -- - - . - - - - .- 

J u n e  1, 19.13 tu Sepiember 30, 1933 ............ $32-39 
. . . . .  October 1, 1933 to  1Iarch 21, 1935. $4344 

Slarch 22, 1935 1 0  Deccmber 31, 1936 ... 538-45 
. . . . . . . . . .  January  1, 1937 10 klarch 31, 1937 $44-43 

:\pr.il 1: 1937 10 Junc  30. 1937 . . . . . . . . . . . .  $50--5 I 
.... Ju ly  1,  1937 10 L.ccrmbcr, 31 ,  1937 $58-60 

* 111 the  lat ter  part of 1936 ilnd carly part of 1937, a shortage i n  t l ~ c  S\'orlh ! \ I I I C I . ~ C ~ I ~  supply 01 b l e ; ~ ~ l l ~ J  
sulphirc pulp occurred and rcport is  hat spot salcs a t  prices of from $75. 10 $SO. per ton - , a t~d  e\,cn more 
were paid for limited qualbtiticl; of such pulp at such i i~ncs .  





Schedule C. 

ABITIBI  POWER 8t PAPER COMPANY,  L I M I T E D  

Corldenscd Balance Shcets--excluding contingent liabilitics rcfcrrcd to  iri audited 
Balancc Shccts of Deccrnber 3 lst l  1935 and 1936, which liabilitics have since bcen 
cithcr rcduccd to dcfinitc amounts or set.t!cd-B~lancc Shcets of Decctnbcr 31st. 
1935 stid 1936 have bccn audited --that of August 3Is t>  1937, has not hcen anditcd. 

1.iabilities of Receiver 

Reccivrr'!: Cert ificatcs (secured) . . .  

Other. .  . . . . . .  . . . .  . . .  

Owi11g on contract for purchase of sliarcs of 
Thunder  Bay Papcr Co., Limired ... 

(;enera1 Crcditors' clairns incurrcd prior In 

Rcccivership . . .  

I<cscrw for contingencics 
First hlortgagc Gold Eon& . $4S7267,000. 

Intcrcst accrucd to  Scpt. 10/.72 1.877,050. 
Rcscrw for T a x  rrhates . 17.636. 

" .  

Capital Stock: 

10,000 7% Cum. PreT. Shares . $ 1,000,000. 
346,616 6'76 Cu tn. Prcf. Shares 3+,6SllS00. 

I .OSS,117 Cotnrnon Shs.-S.P.\;. 18,964,93.i. 

As of date  As 01 date  As of datc 
Dcccrnbcr 31st, Deccnibcr 31st, August 3 1 ~ t ,  

1935 1936 1937 

50,163,686. 50,162,986. (b) 

Xon~irlal surplus of period prior to  I<eceiverslrip ($32 1,324. 6,762.277. 4!45 1,644.(a) 
Available towards depreciation and bond 

intcrcst from operations during pcriod of 
Rccciverahip . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,395,675. 5,443,536. 8,443,998. 

- - 

$122,240,593. $121,955,850. $122,419,774. 
" 

lntcrest or  dividends accrucd to J u l y  1,  1937: 

(a) Upon 1st h4ortgagc 5% Bonds (including intcrcst on arrcars) $lS,l89.022. 
(b )  Upon 7% Prc-fcrcnce Sharcs $ 402,500. 
(c) Upon 6% Preference Shares $15:080,675. 

CONTINGEXT ~ I A S ~ L I T I E S  

Newsprint Ins t i tu tc  of Canada claim $600,019. is cspccted to bc n.irhdran,r-I. 

Reduction is largely at tr ibutable to  transfer of the Crystal Falls D e v c l o p n ~ c ~ : ~  In ' T l ~ c  I-lydro-Elccrric 
Power Commission of Ontario and the  writing ofl of i t s  book valuc as carried on hl,i~il,i's books. 

Includes $1300 intercst coupons to Dccernbcr Ist ,  193 1 ,  which arc unpaid, 
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