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TO THE SHAREHOLDERS OF ABITIBI POWER & PAPER COMPANY, LIMITED:

ARKED PROGRESS in the lask of rebuilding the Company was made

during 1947, The mills were operaled at rates in excess of their normal

capacitios, and as a result new records in total sales and in earnings were
sct up. The prices of our products have been gradually adjusted so thal their
relationship to the prices of other world commodities i1s beginning Lo be more
ritional. T'his adjustment has been the result of the interplay of economic forces
i the free markets of the United States.

As aresult of the iproved position of our products in the world's markets
and of the strong demand for them which resulted in capaeity operations, it has
been possible to proceed with the reconstruction programme which will he more

fully discussed helow,
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4 r"ff//f//i’/f Profits for the year ending December 31, 1947 after all charges
were $8,.;3(53,()4-(i.

Your Directors felt that the placing of both classes of preferred stock on a
regular dividend basis was a step which should be taken as soon as possible, and
during the yvear this was done and all arrcars on the prior preferred were paid up.
Your Directors are convineed that further rehabilitation of the Company’s properties
1s necessary before a dividend policy on the common shares can be established.

The above chart shows the distribution of the revenue received during the
vear. This chart elearly indicates the effect of retaining a very large proportion

of the profits in the business.

/ ) / 2
-//)////////?" Z //’/'/ The balance sheet reflects the redemption on April 1st,

1947 of $53,093,700 of 3 bonds due 1965 il}rld the issue as of that date of $45,000,000
of 31507 senal and twenly-vear bonds.

As a result of this redemption it was possible to redeem the 14 shares of 57
preferred stock which were issued as part of the Plan of Reorganization,

The large increase in the value of the mvenlories required to maintain the

present scale of operations is also noteworthy. The value of the Company’s propertices,

‘i Veetebir ensrr & Baper Connpasng, 1



plant and equipment has substantially inereased during the vear due to the heavy

capital expenditures now bheing undertaken.

w74 p
,// /A////y ﬂ/f/}//[// The chart below shows the amount of working
IA

capilal which has bheen avalable in recent years. The reduction in working
capilal wineh took place during 1947 due largely to the redemption of the 59 bonds
mentioned above has not hampered the Company’s operations, although it has heen
necessiary Lo borrow money from the bank to assist in financing the very large woods
operations which are seasonal In nature and which have been necessary to maintain

the presetit record produetion.
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Your Directors are convinced that the successful future of the Company
is dependent upon its ability to adjust and inodify its mills so as to make the fullest
possible use of the forests which have been commiited to its keeping. With this in
mind a new central research laboratory adequately equipped and staffed has begun
operations at Sauit Ste, Marie. It is confidently expected that the results of the work
being earried out there will do much to increase the productiveness of the forests and

to make possible a healthy diversifieation of the Company’s products.

an $40 per week for a whole year.

It 1s to be hoped that the tax load on the Company may be progressively
reduced so that it may in fulure be possible to provide for adequate returns on the
capital imvested and lo increase the opportunities for productive employment in
Canada and so as to permit the Company to play its full part in the development

of the forest wealth of the nation.

“ Abitibi Poncer & Paper Comparny, Lineted



Much progress has been made during the year on the rehabilitation programme.
In addition, long-deferred maintenance and modernization work was put in hand
and completed; some new capital equipment was installed and is now in operation,
and a great deal of new equipment was ordered and will he delivered to the various
mills for installation in 1948. The present position is therefore that the existing
equipment in the mills is in measurably better condition, some entirely new capital

additions are in operation, and many new capital improvements are well under way.

lllustration shows
newly installed
Rotory Digesters at
Sturgeon Falls,
Ontorio

At Sturgeon Talls the new semi-chemical corrugating board plant began
operating in September. It is turning out a high quality product and by the time
this report is distributed will be in full production.

At Smooth Rock Falls the new caustic extraetion plant went into operation

in August and has greatly improved the quality of the bleached sulphite

produced there.



The new grinder room at the Thunder Bay mill went into operation during

January 1948 and both production and costs have been improved as expecled.

The bhoard machine at Iroquois Falls has been speeded up and modernized
and 1s now producing 409, more board of a very much improved quality for use in

Canada and for export to the United States.

The plans for speeding up and modernizing the mills at Pine Falls, Iroquois
Falls, Port Arthur, and Beaupré have been compleled; the necessary equipment has

heen ordered and the work will proceed as deliveries are made.

The principal mills of the Company and its subsidiaries with presently

existing capacilies and type of products are shown in the chart below:

Location Product Annug»’

Capacity

Iroquols FaLLs, OxT. Newsprint 200,900 tons
Board ‘ 'i 16,000 tons

Smooti Rock FaLus, Oxt | Bleached Sulphite L 63,000 lons
STURGEON FaLns, ONT. Corrugating Board 30,000 tons
SAULT BTE. Marie, ONT. Newsprint 93,700 tons

Unbleached Sulphite | 33,000 tons

10|

Port ArtHUnR, ONT. Newsprint 94 400 lons
Fort WiLLisym, OxT. Newsprint 60,500 tons
Pine IFaLLs, MaNitoss Newsprint 97,100 tons
BEAUPRE, QUEBLC Newsprint 99,900 lons

Unbleached Sulphite

6,200 tons

GEorGgETOWN, ONT. l
MiLLe Rocnes, OxT,
Port ArRTHUR, ONT. -
THoroLD, ONT. 5

(a)

Fine Papers

63,500 tons

{o} Owned by Provincial Paper, Limited.
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]9.3 i , BETWEEN CAPITAL EXPENDITURE
19391 AND DEPRECIATION

CAPITAL EXPENDITURE -

The above chart shows how the amounts scl aside tor depreciation during
past years compare with the capital expenditures made in the same period. The

recent sharp increases in capital expenditures can be seen i their relation to the

past when the difficulties of the receivership prevented the expenditure of even the

annual depreciation on the work of keeping the Company's properties in  first

class condition.
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PRODUCTION IN ABITIBI MILLS
|

Newsprint production for the year 1947 again established a
new all-time record.  All the Company’s mills increased
therr annual productions and i addition, further productive
facthties were put to work., The sturgeon Falls mill hegan
the production of corrugating hoard in September and
produced a total of 6126 tons durmg the remainder of the vear. At Beaupré the

manufacture of unbleached sulphite for sale was begun in July by using some excess

capacily which existed there. The above table shows the annual tonnages of various

products which the Company has produced i recent years,
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work of setting up the staff and oflices of the new sales company was completed.
The new storey on the Toronto office building was finished and the control and
management of the Company’'s sales policies is now in Toronto.

Every effort is being made to build a strong sales foree so as Lo improve the

services Lo our many customers 1 Canada, i the United States and abroad.

7y ) o / ) 74 )
w4 //////J//////- -/.///’4/”'/"//-1 Satisfactory relations  with the  various

Unions mvolved in the Company™s operations continue. The establishment of the

Retirement Income Plan reported last year has done much Lo ensure the maintenanee

ol a healthy almosphere among the thousands of men and women who earn their
living in the mills, woods and offices. During the next few years several hundred n
and women who have spent the greater parl of their ives in the service of the Cor
will retire under the provisions of the plan,

Great efforls in many directions are constantly being made to improve the”
well being. productiveness and cfficiency of the employees, and the Directors take
this opportunity of expressing their appreciation of the cooperation, loyally and
goodwill which have been freely given by every man and woman in the Company’s
cmploy during the past vear.

On behalf of the Board,

Toronto, March 1, 1948 M

Preandent

(M



Other than Provincial Paper, Limited, The G. H. Mead Company and Abitibi Service Inc.
DECEMBER 31, 1947
Y Lottt
IV A Lealeletees
CURRENT ASSETS: CURRENT LIABILITIES:
Cash on hand and inbank . ... P 8 682,818 Bank loun (secured) ... ..o e s 83,000,000
Miscellaneous investments. Jess reserves U 184,780 \\n‘,esnndsulnrlo-qpn)nhlemld acerued .. L. FR 1,024,195
Accounts receivable, less reserves 0 o0 L0 L0 L0 L 6,083,524 Accounts payuble and sundrey aceruals ..o 8.395,550
Inventories of paper, pulp, wood, mate rinls e snpplus on the basis of cost, us determined Dividends payable January 1, 1048 . . 554,477
and certified by responsible offivials and expenditures on logging operations .. 28,257,237 Interest ncerued on First \lorl;.,ug( Bonds e R . 389,375
v - Reserves apphied in reduction thereof o000 00000000 e 015,687 27 341,550 Dominion and Provineinl taxes on income ... .. ... .o e AR 5,590,790
- - -- - --- 835,192,679 Other taxes pnyable and acerued P R 368,431
Firat Mortgage Bonds—puyments due within one NOUT . e 2,033,000
SHARES OF SUBSIDIARY COMPANIES NOT . 8 10.357.827
CONSOLIDATED: ADVANCE PAYMENTS ON CONTRACTS
l'rn\imillI’np(r.limilnl A e e e e 85,500,000 (NON-CURRENT) 570,147
The G Ho Mead Company. ... ... ’ 210,023 FIRST MORTGAGE BONDS:
Abitibi Service Ine. : e Authorized . o O 265,000,000
o Rl i Issued and nuhlnndlng l y - -
. . . 8159 First Mortgage Serial Bonds, Series A" ($1,000,000 maturing annually April 1
Note: The con . ot lidutes] na shown by the hal (3 ) ,
-h:—:l.‘ ::‘l'"“!‘l‘(\h‘ ‘:::‘::((\m‘r:‘r- a8 at l;fl\'lll')('r 31, "I‘lll'l rx-ml!,;ll:‘\':lu::h«::«n ‘;":!n:"l‘); 1948 1o 1957) . ... . s . BRI $ 10,000,000
$1,083,033. 1.,% First Mortgage Twenty- Year Bontl% ‘Series A maluring April 1, 1067
Issued ... e e 285,000,000
Irvs—l’urthused for rede mpllon e 500,000 34,500,000
CAPITAL ASSETS: 845.;0()0(10
Propertios, plant and equipment at gross physical values as at April 30, 1946, as reported by Messrs. Less- - Serinl and sinking fund pnyments due within one yeur—shown above ., .. ... .. 2.035.000
(lu\\rtl.ll( & Colpitts, Consulting Engineers, New York, plus \\lh\(qlll'lll additions at cost . ... 8117,228,304 — = 2465000
ey -Acerued depreciation as at April 30, 1946, as reported by Messrs. Coverdule & Colpitts, plus
subsequent provisians .. oL . e e e e e ATAST U8R RESERVE AGAINST POSSIBLE DECLINE IN
- - INVENTORY VALUES ... . e s 1,500,000
3 69,771,362
CAPITAL STOCK:
Nuter A surplue of 820,325,054 arising from the restatement of valnes of the propertics, plant and ;\\nhor}wl and mllsl‘ml(h“ﬂ‘—
equipment the termination of receivership on April 30, 1936, hax been applicd us at that Prior Preferred Shares—
date RIRRT,685 in whsorbing the consolidated deficit in profit and loxs and 84,197,319 in Annual cumulative dividend of $2.50 a share; redeemable at 837.50 a share
:‘n‘llln:llxln;:.\’;;(”l‘l:‘: 1[4;:(;):1:4!::!«! groas book values of timber concessions, agreemients and licenses, 5(?_“()0 shares of 20 nch . o 8 1,000,000
Preferred Shures—
Amnual cumulative dividend of $1.50 a share; redeemable at 825 a share
1.305,272 shares of 820 cnch . L. o e 27,905,440
Frechold timber areas, at cost o 8% 318075 Common Shares— . .
Tunber concessions, agreements and ln('nﬂu and wate rpu\\cr rlghl! e 18,877,982 1,241,694 shares without nominal or pur value ... 23,941,295
. . —_— — 54,816,735
$18,706,207 EARNED SURPLUS, SINCE MAY 1, 1946
Less Reserves for depletion .. o0 0 e s 2399808 16,448,361 Per statement atlnched o o 10,241,612
- - —— 806,217,723
Note: Annual provisionafor execesa pmﬁh taxes have beendetermined after taking into account inventory
OTHE R A S SETS AND DEFERRED C HARGES: reserves aggregating $3,350,000, in accordance with section 0 of The Excess Profits Tax Act,
Deposits with Provineial Government e 149,150 APPROVED ON BEHALF OF THE BOARD:
Refundable portion of excess profits taxes O e 3,548
Prepuid insurunce, taxes, ele. P L 560,144
Bond discount and expense. . ... - 038,854 D. W. AMBRIDGE, Director
e — 1,860,696
- W, H. SMITH, Director L
3'98 931 591 2128 981,621
[ ] B G B o o 1|'-'



IW ABITIBI POWER & PAPER

—
D onsclodited

For the Year Ended December 31, 1947

PARTICULARS AMOUNT
Net Sales—after deducting outward freight, ele..... ..o .. . 00 L $64.340,010
Less—Operating costs including administeation, selling and general expenses hut
before provision for depreciation, depletion, ete, o000 0 00 39,719,951
Add— o 824,620,059
Dividend from subsidiary company, vot consolidated . ... . 262,500
Profit on sale of sceurities. . ... 111,395
Adjustment of payment in 1946 toward employees’ retirement income plan,
less Income and excess profits luxes attributable theveto . .00 000000000, 98,192
%25,002,146
Dediet—
Provision for depreciation. ... . o L % 3,443,769
Provision for depletion 00000 oo o 260,000
Employees’ retirement income plan. .00 0 810,445
Exchange premium and other expenses on redemption of First Mortgage 5,
Bondsdue 1965, ... .0 300,774
Amortization of bond discount and expense. ... 00 L L 78,157
Interest on First Mortgage 577 Bonds due 1965 (redeemed in 19475 000, 659,080
Interest on 3167 First Mortgage Serial and Twenty-Year Bonds  Series A0 1,176,875
- - 6,729,100
Prorits belore provision for taxes on income . ..o 00 $18,363,046
Deduet-- Provision for:
Dominion income and excess profits taxes. .. ... ... . oo oL 88,500,000
Provineial income taxes. ... L e 1,300,000
- 9,800,000
Ner Provir ror rae Yrar .o % 8,563,046

Nuole: Fees of directors not execntive afficers aml not holding ~taried  prwsitions amounted
1o 322,800 for the year and counsel and solicitors” fees, salaries and lees of executive
officers aud directors holding salaried positions amounted to 434,790 for the year,



COMPA"Y, LIMITED and subsidiary companies

Other than Provincial Paper, Limited, The G. H. Mead Company and

Abitibi Service Inc.
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(Since May 1, 1946)

For the Year Ended Decomber 31, 1947

PARTICULARS

Net profit for the year . ... .

Deduet— -Dividends on:
5% Preferred Shares (redeemed in 1947)

Prior Preferred Shares (ineluding arrears of $250,0005 . ... .. ...
Preferred Shares. . ... .. .

Bavaxce ror tie YEAR ..

Add - Earned surplus as at December 31, 1946

Fansen SURPLUS as aT Drecruvner 31, 1947, .

Note: Solong a5 auy of the 31,7 First Mortgage Bonds are vutstanding
the company may not pay dvidends an s capitad steck out of the
conisolidated carned surplus exsting on December 31, 1940,

AMOUNT

£ B,563,046

79

375,000

T 2,092,908
- 2,467,087

£ 6,095,059

4,146,553
210,241,612
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MANUFACTURERS OF FINE PAPERS FOR




L PAPER, LIMITED

BOARD OF DIRECTORS
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The year 1947 was a noteworthy one n
the history of this Company. Total production
of the many grades of paper produced was
OFFICERS an :1ll-timc record.  Furthermore the Company
began tho production of machme coated paper
for the first time in the history of Canadian
TRANSFER AGENTS papermaking. This operation is heing carried
out at the Port Arthur mll and has been
outstandingly successful.

Profits for the yvear after all charges were

REGISTRARS

$1,035,511. The regular 44 dividend on the
preferred shares was paid and o dividend for
the yvear of 75 cents per share on the common
AUDITORS stock of the Company was paid. The full effect
of the refinancing of the Company which was
arried oul in 1946 was reflected in the year's
earnings.

The Balance Sheel discloses a moderate
merease in working capital.  Inventories are
however much higher than usual due to the
incrcased scale of operations and to the in-

creased prices of wood and other raw materals.




Taxes onincome for the vear are estimated to be $985,0000 This s o heavy

loand Tor the Company to carry and one which interferes seriously with the ability of

the Company Lo expand 1tx production and serve the consumers of paper adeqguately,

The phiysical condition of some of the Company™s mills leaves much (o he desired.
It should be remembered that Provineial Paper, Limited shared the vicissitudes of
receivership with Abitihi and that there was very Titte spent on mill improvements,
The result is that a thorough renovalion v overdue and every effort is being made
to cateh up with deferred mamtenance and o install new facilities where they are
mosl needed.

A overy complete engineering study of the future possibilities of the various
mills has recently been submitted and is having the close attention of the management.

The Directors would like to extend their congratlulalions to the officers and
employees of the Company on the suecessful year which this report reviews, and to

express their appreciation of the happy relations which continne o prevail.

behalf of the Board,

W -




AL PAPER,
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CURRENT ASSETS:

Cash on hand and m bank. . .00 00 0 % 54436
Accounts receivable, less reserves 000 0L e 1,543,092
Inventories of paper, pulp, wood, materialy and sapplies valued at or below

present market prices not above cost, as determined and certified by

responsible oflicials and expenditures on logging operations, less reserve

of $373,835. ... L e 2,801,526

¥ 4,399,054

SHARES OF SUBSIDIARY COMPANIES NOT
CONSOLIDATED:

Simeoe Realty Company Limited .0 ... o oo % 165,644
Sucker Creek Timber Shide Company Limited. 00 00 00000000 L 10,631

- - - - 176,275

Nole: The company’s net equily in xulisidiary companien not consalidated as shown by the balince
sheets of such subsidianes as at Deceinber 51, 147 exceeds the valoe shown berein by
S

CAPITAL ASSETS:

Properties, plant and ecquipmenl, ete.. .o oo 00 $10.549,396

Less —Acerued depreciation 0 0oL 5,937,879

) 4,611,517
OTHER ASSETS AND DEFERRED CHARGES:

Refundable portion of excess profits taxes

(including 230,396 receivable in 1948y . . $ 111576
Miscellancous investments, less Tescrve. oo o o 3.000
Prepad insurance, etec o000 o 38,665

- 175,241

89,562,087



LIMITED

DECEMBER 31, 1947
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CURREMNT LIABILITIES:

Wages accrued and payable ... o0 oo L% 75835
Accounts payable and sundrey aceruals. o000 o 677,682
Dominion and Provineial taxes on income . .. . 693,928
Other tases payable and acerved . ..o 0 00 oo 26,942

% 1,473,907

GENERAL RESERVE 629,536

CAPITAL STOCK:

Authorized, 1ssued and outstanding- -

47, Cumulative Redeemable Preference Sharves —
20,000 shares of $50 cach (redeemable at option of the company at
$5350 pershare) ... $ 1,000,000

Common Shares—

350,000 shares without nominal or par value. ... . .. .. ... 4,100,000
3,100,000
EARNED SURPLUS:
Per statement attached . .. 2,158,644

% 9,362,087



PROVIN

For the Year Ended December 31, 1947

PARTICULARS AMOUNT

Net Sales—After dedueting outward freight, cte. o000 0 %11,820,261

Less—Operating costs ineluding administration, selling and general expenses but
before provision for depreciation, ete.. ..o o0 o o oo 9.382,230
merm—— - § 2,447,031

Deducl—
Provision for depreciation. . ... 0 o A % 188,220
Employees’ retirement income plan. ... .. o 218,200
et 406,520
ProFiTs before provision for taxes on income . .. ... ... .. ... ... % 2,040,511
Deducl—Provision lor;
Dominion incothe and excess profils taxes. ... ... 3 842,000
Provinecial income taxes. . ... . 143,000
vvvvv - 985,000
NeT ProFiT FOR THE YEAR. ... ... ... .. .. . ... . ... % 1,055,511
STATEMENT OF EARNED SURPLUS
For Tha Yeor Ended December 31, 1947
Net profit for the year,asabove. ... .00 oo oo o $ 1,055,511
Deduct—Dividends on:
Preference Shares .. £ 40,000
Common Shares. . ... 262,500
. 302,500
Bartance FORTHE YEAR. ... ... . $ 753,011
Add—
Earned surplus as at December 31, 1946, ... ... ... .. ... ... .. ... ... % 1,352,926
Cash value of life insurance policy surrendered during year. ... ... ... ... 33,070
Dividends from subsidiary companies (paid out of carnings of prior years) .. 19,637
I 1,405,633
EArRNED SURPLUS A% aT DECEMBER 31, 1947 .. ... ... ... ... . % 2,158,644

2 l [hatebn Proweer & Paper Comparngg b
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