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Toronto, October 7th, 1937.

T

BONDHOLDERS, CREDITORS and SHAREHOLDERS
of ABITIBI POWER & PAPER COMPANY, LIMITED

By Order of the Supreme Court of Ontario, dated September 13th, 1937, the undersigned was
authorized to issue and mail to such persons and corporations as he may belicve to be interested in
the affairs of Abitibi Power & Paper Company, Limited (including the holders of bonds of such
Company, holders of certificates of deposit issued nnder a certain Deposit Agreement dated 10th June,
1932, and the Creditors and Shareholders of such Company) any reports or information he may con-
sider advisable, and to procure such reports, estimates and other information as he may deem advisable
and employ such persons as he may see fit for such purposc.

In pursuance of the above authority the undersigned deems it advisable to issuc the following
information relative to the afTairs and operations of Abitibi Power & Paper Company, Limited (herein-
after called Abitibi) but in so doing he does not intend to represent, neither does he represent, that it
includes all information which has or may have a bearing upon the present or future affairs and opera-
tions of the Company and its subsidiaries.

Abitibi and its subsidiaries are the owners of eight newsprint mills, of which six are in opcration,
while the other two, at Espanola and Sturgeon FFalls, 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 at Smooth Rock Falls, Ontario.

RevaTive o OPerATING NEWSPRINT MiLLs OwNeED BY ABITIRI AND ITS SUBSIDIARIES:

L.-—Abitibi newsprint mills in operation are comprised of the following:
Estimated
rated capacity

. . . cr annum
Located in the Province of Ontario P

(a) Iroquois Falls mill (constructed in 1913 to 1916 and extended in 1921)....... 186,000 tons

(5) Thundcr Bay mill (constructed in 1927-1928) . . ... i, .. 78,000 ”

(¢) Sault Ste. Marie mill (constructed about 1910-1912 and 1mprovcd in 1930) 86,000 *

(d) Fort William mill (constructed in 1922) ... ... ... i 52,000 7
Located in the Province of Manitoba

(¢) Pine Falls mill (constructed in 1927)..... ... . . i, 78,000 7
Located in the Province of Quebec

(fy Beauprc (Stc. Anne) mill (constructed in 1927)...... ... IR 78,000 ”

Total estimated rated capacity per annuUM..........oieis oo coivi e 558,000 tons

Estimate of T. E. Silver, Superintendent of Abitibi mills, is that such mills arc now capable of
producing, in the aggregate, about 580,000 tons of ncwsprint per annum if continuously operated to
their full productive capacities for 309 days in the year. [f having regard to seasonal requirements
and contingencies they were to operate to 929 of such capacity they would produce about 535,000
tons per annum.

RevaTive To TisBER ConcEssions aND PowEeR RigHTs 1n ONTARIO:

2.—Located in the Province of Ontario are four newsprint mills in operation—as above mentioned,
also the newsprint mills at Espanola and Sturgeon Falls, which are closed down, and the commercial
sulphite pulp miil.  All such mills are dependent for their future operation upon receiving a large
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proportion, and in some instances the bulk, of 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 to renewals thereof;
certain of the concessions are claimed to be in dcfault., 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 theni have been adequately renewed;
developments, necessary for the operation of certain of the mills, are subject to expropriation by
The Hydro-Electric Power Commission of Ontario, while contention is that Abitibi is now main-
taining and using certain waters at higher levels than are permitted under rights held by it. Continuous
operation of the Company’s Ontario Mills, in the future and on an cconomic footing, cannot be assured
unless such conditions arc remedied and the mills are provided with adequate reserves of pulpwood
and a continuous and certain supply of hydraulic and clcetric power.

AGREEMENT WiTH ProvincE or ONTARIO:

3.—Subsequent to the placing of Abitibi in rcecivership and liquidation The Hydro-Electric
Power Commission of Ontario asserted that it was a creditor of Abitibi and its subsidiary, Abitibi
Electric Development Company, Limited for large amounts under the terms of certain agreements
largely relating to and arising out of thc aflairs of Ontario Power Service Corporation, Limited; the
Province of Ontario also contended that Abitibi was in default in the pcrformance of obligations
assumcd in conncction with certain pulpwood concessions and licensed timber areas held by it. After
cxtended ncgotiatious, in which the Chairman of the Bondholders’ Represcntative 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, between the Provinee of Ontario—
of the First Part; The Hydro-Electriec Power Commission of Ontario—of the Second Part; and Montreal
Trust Company (Trustee for Abitibi Bondholders), the undersigned, as Receiver and Manager of
Abitibi, and Abitibi, acting by R. S. McPherson, its Liquidator—of the Third Part; in pursuance of
which the so-called Crystal Falls power development (located north of Sturgcon Falls, Ontario) has been
transferred to The Hydro-Electric Power Commission of Ontario, and such Commission 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. The Province has also
agreed that if within one year from the date of the agreement (or within such further time as the
Government of the Province may consent to) Abitibi shall have been reorganized or rearranged or
should its undertaking and assets be sold to a new company upon a basis sanctioned by and with
the sanction of the Supreme Court of Ontario—and in any casc on a basis satisfactory to the Province
—the Government and the Commission will enter into an agreement with the rearranged. reorganized
or ncw Abitibi Company to carry into effect various provisions sct out in a Schedule attached to
the agrcement, including, amongst other things, thec granting of new concessions in respect of timber
limits, the waiving of defaults and the rcinstatement of power and water rights, and an undertaking
by The Hydro-Elcctric Power Commission of Ontario not to exercise—for certain extended pcriods
of timc—its rights of cxpropriation of powcr properties; all upon the terms and conditions more speci-
fically sct out in such Schedule.

ReraTive To Prysicar axp OreraTinGg CoxprTion oF ArITiBl MiLus:

4.-—When the Abitibi newsprint mills were constructed general practice was to manufacturce
newsprint with the use of approximatcly 75% of groundwood pulp and 259 of sulphite pulp, which is
more ¢xpensive than groundwood pulp. Such practice has changed, with more groundwood and less
sulphite pulp being used, while speeds of operation of newsprint machines are also being increased and
opinion is that they may be still further incrcasced in the future. Groundwood pulp capacities of nearly
all Abitibi mills have to be enlarged before they can take advantage of these conditions and operate
approximately on the same footing as certain other Canadian mills.

The 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, while
about 509 of its groundwood pulp supply is manufactured a mile distant {rom the paper mill to
which it has to be pumpcd. Under the agreement with the Province of Ontario a minimum of $2,000,000
has to bc expended upon the Fort William and Port Arthur projects (mills and facilities) within three
years after signature of the agreements to follow reorganization or rearrangement of Abitibi’s affairs.
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The Lspanola and Sturgeon Falls newsprint mills are in an impaired physical condition and
have been closed down sinee 1930; hercinafter contained is a summary of an Engincering Report
recently oblained —with the approval of Court. -in respect of them.

Certain repairs and replacements require to be made 1o the Smanth Rock Falls sulphite pulp mill;
the water supply to such mill is not satisfactory and additional cquipment reguires 1o be nstalled 10
hnprove it Installatiorn of a direct chlorinaticn bleackicg plant is considered advisable to permit the
mill 1o produce an improved grade of bleached sulpiite pulp.

LExrernsive marine plants and large quantites of towing and logging equipment are reguired to
be purchased to deliver pulpwood from its concessions 10 Abuibi's newsprint mills at the nead of the
Great Lakes, while marive equipment at Sault Ste. Marie, alter use over tany years, islargely worn out
and has to be replaced. A fume has had to be consrructed to provide safe delivery of wood to tae Ste.
Anne mill and a 5)z-mile extension to the Company's railroad at lroguois Falls requires 1o be con-
structed in ovder to tap certain bodies of pulpwood oo timber concessions there. Certain railroad and
marine equinment at troguois Falls has 1o be renewed.

ADitbi and its subsgidiacies own towasites adjacent to nills at Iroquois Falls, Smooth Rack Falls.
Pine Fal's and Beaupre. Dwellings ard facilities in the ITroguois Falls townsite were largely constructed
between 1915 and 1921 those at Smootn Rock Falls in 1916-1917 and those at Pine Falls and Beaupre
in or about 1927. Commencing prior to Reccivership buildings and facilities in the townsites were not
fully maintained while during the period of Receivership, and up to the carly part of 1937, only such
expendiinres as were necessary were made upon them, Dwellings in the Smooith Rack Fal's and Pine
Falls townsites were not sufficient in number in Augnst, 1936 {when the estimate of cost of improve-
ments and repairs hercinafter referred 1o was made) 10 properly house miil labor when the mills are
operating 1o t'uH capacily as at present; eertain necessary school extensions had also been delayed
and required to be completed, With the approval of Court, and in the carly part of 1937, a programme
of construction of new a.wdlmg\ and school extensions and for iimprovement of townsite facilitics was
entered upor and it is now in course of buing carricd oult,

According to Lngincers’ reporis a substantial amount of deferred maintenance exists in resprct
of all of the above menuoned properties and assets.
EsTistaren CosT or [nprovemests, REpLacermexTs Anp Ruvars To Amrier ProeenrTirs:

5. —-Improvements, replacements and repairs Lo and restoration of deferred maintenance upon
Abitibi mills and properties will, according 1o estimates made by T. I Silver (Superintendent of
Abinbi mills) in August, 1936—and as of surh date—cost as follows:

Replacements,
repairs, ete. Improvements
{a} To six operating newsprint anills.. . L L. $751.081. $3,772,697.
{b) To commercial salphite pulp mull .. ... | S 184,500 608,500
(¢} To raillway, marine and logging facilities.... ... e 414,551, 1,484,592,
{d} To rowasites. . . .. e e o 665,100, 433,250,
Total........... D o 32,015,232, $6,299,039,
Apgyregate wotal . Ce $8.514,271.

Since such estimates were made costs of ]dbOI and mate rml\ nave nereased.

Estimate of Mr. Silver is that if such improvements, replacements and repairs be made o the
properties of the Company, and the deferred maiatenance thercupon be restored, thr capueity of Abitibi's
newsprint mills will be increased by about 93,310 tons per annum; and that ll thereafter, such miis
shall operate to tneir full increused capacities —also the commercial sulpaite pulp mill to its full capacity

savings in costs of manufacture of approximately $1,057,623, per annum will be mude.

Nothing is contained in the estimates of 38,314,271 for rehabilitation of or impravements and
repairs to the Ispanola and Sturgeon Falls propertics.
LExcisgsrise Rerort ox Lspavona axp Sturcroy Fanls PRovERTIES!

6.—The LEspanola miil is located at EFspanola, Ountario (wiich towuasite is owned by Abitibi)
and was constructed during the years [901-1905 as a groundwood pulp mill, In 1912 two paper
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machines were started and they were followed by two more in 1913 and one 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. The 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.

The Sturgeon Falls mill is located at Sturgeon Falls, Ontario, and was constructed in or about
1901-1902 as a two machine newsprint mill; with a capacity of about 23,000 tons of newsprint per
annum. In 1905-1906 a sulphite pulp mill was added to produce unbleached sulphite pulp of newsgrade
quality; 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. The 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 newsprint manufacture) per annum.

In or 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 Mill 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 operate;
(b) Costs of restoring each of the mills to a fully sound operating condition;
{¢) Costs of converting the Sturgeon Falls mill to 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 {¢) 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 to the
quantity 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 &
Conmpany and W. J. Zimmerman have, under date of September 25th, 1937, reported as follows:

RE STurGgeoN Farrs MiLr:

(a) Minimum costs of putting the property into condition to operate and produce about 46,000
tons of newsprint and 15,700 tons of unbleached newsgrade sulphite pulp (in wet laps) per annum,

are estimated Al...........oiiii e H1,130,000.
and of providing adequate Woods department equipment..............................ocoo.. e 175,000.
a 1otal Of ... e - $1,305,000.

Minimum working capital required to start operation of the mill is estimated at $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 59, interest on $1,130,000 of the above new moneys) are estimated at
$50.87 per ton, and of unbleached newsgrade sulphite pulp at $45.50 per ton.

(b) Costs of putting the property into a fully sound operating condition to produce about 46,000
tons of newsprint and 15,700 tons of unbleached newsgrade sulphite pulp (in wet laps) per annum, are

ESUIMATEd LO DE..uui it e e e e, $1,480,000.
and of providing adequate Woods department equipment.................. oo, 175,000.
atotal Of e .. $1,655,000.

Miuimum working capital required to start operation of mill on above basis is estimated to be
$700,000; additional working capital required for continuous operation is estimated at $665,000.

Costs of producing and delivering newsprint (including 49, depreciation on $2,500,000 —assumed
value of property—and 59, on 31,480,000 of above new moneys) are estimated at $51.25 per ton and
of newsgrade unbleached sulphite pulp at $45.50 per ton.
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(¢) Costs of converting the mill to produce 100 tons per day (31,000 tons per annun) of bleached

sulphite pulp are ¢stimated At e e e ... $1,535,000.
and of providing adequate Woods department equipment at................. C e 175.000.
atotal of .. $1.710.000.

No estimate of working capital necessary to be provided for such operation is made.

Costs of producing and delivering bleached sulphite pulp (inctuding 49, depreciation on $2,500,000
- -assumed value of propertv—and 5%, intercst on $1,535,000 of above new moneys) are estimated
at $66.30 per ton.

Having regard to the above estimated high costs of rehabilitation or conversion, and of production,
the lingineers advise rhat no {urther consideration be given to the rehabilitation of the Sturgeon
Falls property as a newsprint mill, and state that if operated as an unbleached sulphite pulp mill
(Yimited in capacity to production of the present two digesters) it would not, in their opinion, show
sufficient profit to justify the investment required to permit such operation: they report that if the
property were 1o be converted to produce 100 tons per day of bleached sulphite pulp it would, in
tleir opinion, (based on a market price of $74 per ton, delivered, less selling and administration ex-
penses) show a return of less than 109, per annum on capital expenditures; having regard to this they
do not recommend the conversion of the property 10 such purpose.

RE FspanorLa MinL:

(a) Minimum costs of putting the property into a condition to operate and produce 77,500 tons

of newsprint per annum are estimated tobe.. ... ... . ... . . e $975,000.
and of providing adequate Woods department equipment.. L U 150,000.
atotalof.... ... ... S e $1.125,000.

Minimum working capital required to start operations of the mill on the above basis is estimated

at $600,000; while additional working capital required for continuous operation is estimated
at $750,000.

Costs of producing and delivering newsprint {including 4%, depreciation on $3,000,000 —assumed
value of property —and 5% interest on $975,000 of the new moneys) are estimated at $46.15 per ton.

{b) Costs of putting the property into a fully sound condition to operate and produce 100,000 tons
of newsprint per annum (but without improving newsprint machines or modernizing the mill) are

estimated tobe,............ ... L e e $1,440,000.
and of providing adequate Woods dupartment equipimenr.. . .. o e 150,000Q.
atotal of ... e $1,590,000.

Mintmum working capital necessary to start operation of the miil on the above basis is estimated

at $600,000; and additional working capital required for continuous opcration of the mill is estimated
at $750,000.

Costs of producing and delivering newsprint (including 4%, depreciation upon $3,000,000—
assumed value of property—and 5% interest on $1,440,000 of new moneys) arc estimated at $46.40
per ton.

(¢) If in addition to the requirements covered by Section (a) above, four newsprint machines
in the mill were to be modernized, permitting the mill to produce about 85’,000 tons of ncwsprint per

annum, estimate is that costs of all such improvements would be..... .. . . . . . $1,365,000.
and of providing adequate Woods department equipment... ... . .. .. e 150,000.
a total of .. o . $1,515,000.

Minimum working capital required to start operation of the mill, on the above basis, is estimated

at 3650,000; and additional working capital required for continuous opzration of the mill is estimared
at $700,000.



Estimate is that costs of newsprint, delivered, would be $45.15 per ton. or 31.25 per ton less than
under the conditions in section (b) above mentioned.

(d) If, in addition to the improvements and repairs in (¢) above mentioned, the groundwood pulp
mill and steam power plant were to be modernized (still leaving the capacity of the mill at 85,000 tons
of newsprint per annum) estimate is that aggregate costs of all such improvements and repairs

would be........ o %2,610,000.
and of providing adequate Wonds department equipmen: . C 150,000.
atotalof.. .. . . . o o TR . $2,760,000.

Minimum working capital required to start operation of the mill, on the above basis, is estimated
to be $650,000; and additional working capital required for continuous opcration of the mill is estimated

at $700,000.

Costs of produeing and delivering newsprint are esiimated at $42.63 per 1o, or 82.50 less per
ton than under the conditions covered by section (£) above.

Having regard to the above high costs of rehabilitation, and of produciion, the ngineers recom-
mend that no further consideration be given 1o rehabilitation of the Fapannla property as a newsprint
mill. With no facilities available at Espanola for manufacturing snlphite pulp, to embark upon such
a project would, they report, requirc an investment of ahout $2.500,000 for a mill of 100 tons daily
capacity of bleached sulphite pulp, and because of factors at Fspanola which, they say. are entirely
similar to those at Sturgeon Falls, they state they car find no justification for such procedure. They
are of opinion that it is possible the mull might survive if operated on groundwood specialties, such as
catalogue or hanging papers—as such papers command a pricc differential of about §IO per ton ahove
newsprint—but are of the view that before such a plan of operation be considered a market exploration
would be required, as well as consideration of other factors, such as the possibility of making
an equivalent amount of such papers at others of the Company’s mills wherc wood and other costs
are lower: they believe it is likely that a decision would be in favor of maunufacturing such specialty
papers at locations other than Ispanola or Sturgeon Fallx,

Messrs. Hardy S. Ferguson & Company und W. |. Zimmerman further report that while they
can find no justification for any further consideration being given to the speration of the Espanola
and Sturgeon Falls mills by the Abitibi Company and believe that any sums of money which might
be spent on either of the two plants could be put to better use at other mills of the Company, never-
theless they are of opianion that a salvage value exists at both properties, consisting noi only of a
limited amount of uscable machinery and cquipment, but also in the potential values of waterpower
rights and devclopments,

NewsperINT ProDUCTION AND SHipsmeNTs or Attt Mines During
Per1op oF Recerversuir axp IlsTivaTED SHipMENTS ror [937:

7.—Newsprint shipments of Abitibi mills during the period of Recetvership are set out in
Schedule A attached hereto; of such shipments sales to other manufacturers for delivery to their
customers amounted to 1,316 tons in the year 1934, 33,813 tons in the year 1935, and 62,612 tons
in the year 1936, Present estimate is that Abiubi newsprint shipments for the year 1937 will amount
to between 480,000 and 490,000 tons, of which approximaicly 32,800 tons will be sold to other manu-
facturers and in respect of casual overscas shipmenis,  With new contracts alrecady obtained, or in
course of closing, and renewals of present contracts expected to be received, estimare of Abitibi Officials
and those of The GG, H. Mead Company (Abiribi’s United States sales representative) is that Abitibi’s
newsprint shipments for 1938 will-~unless an expected increase in consumption iails to materialize—
¢xceed 500,000 tons, exclusive of any sales to other manufacturers; opinion is that shipments of
Canadian newsprint mills for the first two months of 1938 are likely to be somewhat reduced owing
to excess supplies of newsprint expected to be in the hands of customers at such time,

REeLaTivE To WorLb MLl Caracrry axn CoNsuMPTION OF NEWSPRINT:

8.—Approximate World newsprint capacity and demand (apparent consumption) as extracted
from a survey made by Newsprint Association of Canada compiled in June, 1937,—and from in-
formation provided by such association --and shipments of Abitioi newsprint mills during the years
1933 to 1937 inclusive, arc as follows:
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Fstimated Fxtimated Can. und
\World World Nfld. mills Abitibi
(_dptl(_l(\ Demand Shipments Shipments

iin short 1ons - 000 omitted)

1933 8,062 6,421 2,288 195
1934 8,787 7.342 2,916 239
1933 N912 7,628 3,089 289
19306 9,037 8.217 3.520 354
1937 9,160 8.875 4,075 (et 185 (est)

(Mewso, - Increase of 623,000 wons o estimated world capaciiy darving the period of 1933 10 1937
inchisive bas been spread equally over the five vears of such period in the above figures,)

Increase in the monthly rate of consumption of newsprint in the United State: —in 1937 ax com.
nared with 1936 -was higher i the frst six months of 1937 than it has been in succeedinz months,
and with shipmenis in certain months in excess of estimated consumption for the same perinds un
important increase 15 behieved 1o have taken place in excess stocks ot cevesnriet i the hands of United
States publishers.

From nformaiion corinined -0 osach <arvey of Newsprimy Mssociation of Canada and on the
assumption that maximum schedufed inereases o capacity shuwdl beecome effective, but \'uhju( o
such variations a~ may occur from the speeding up: ot .n.tdnm ~ra bringing of wie machines into
opcmnon {wlich \.\()'Jl(. serye 1o icrease avalabie ¢ apac.ryvr or the entersion of :,U‘.\\prmt machines
to other purposes, and shortages - if they shouid wecur of raw materiads. warer and power (which
would serve to reduce available cupacity) present indicntions are ihat the world industry 1n 1938 will
be ina position to supply. if necessary, « world demand »f 700,000 o0 800,000 tons greater than
estimated 1937 demand  this takes tnto account the present world inargin between maximum capacity
and production plus additionai capacity cxpected to beecome wvailable in 1938w akn excess stocks of
newsprint behicved likehy to be on hand at the end of 1937,

RELATIVE TO GesERraL CoNTrRACT VARKET PRICES 1OR N EWSPRINT

9. =Yearly averages per short ton, delivered ar New York. received by large Cunadian producers
under annual contracts for newsprint sold in the vears 1929 wo 1937 inclusive, are reported in the
curvey of Newsprint Aswsociation of Canada. 1o have been as follows:

1929 $62.00
1930 $2.00)
1931 57.00
1932 48.33
1933 . 41.25
1974 : 40.00
1935, . 10.00
1936..... 41.00
1937 ... . 42.50

The price expected o be received for the first six months of 193X 1< 350, or an increass ot §7.50 per ton
over that so reeeived in 1937,

Rerativie 10 Asrrear Costs o N aNUFACTERE 01 NEWSPRINT IN 1938

10.—The principal clements of mill cost in the manufacture of newsprint ure those for fa) pulpwood
and supplies, (b) lubor. (¢) power. and (d) maintenunce and depreciation of croperty.  Present
indications are that there will be an important increase in costs of wood 1o Abitibi in the season
1937/1938 over those for wood cut and purchased in the season 1936/1937; what this increase will be
cannot presently be definitely forceasts with a substantivl amount of 1936/1937 wood an hand only
part of any such increase will, under the accounting svsiem adopted by Abitibi, be reflected in Abitibi%s
1938 newsprint costs.  As of date May st 1937 o two-vear agreement was: made with Ontario
newsprint and pulp il Jabor, under which substantial increases in rates of pay were ‘mmediately
2iven (these are included in present costs) and provision was made for certain further increases of lesser
importanee 1o take effecy on January Ist, 1938 So far as can e seen any vasiation in costs of prwer to
Abitibi in 1938 s likely 16 be w\cr!w)h!e What of anv. changes will take place in 1938 fraiehit rates
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cannot preseatly be determined. Under the above circumstances it is not possible to accurately
estimate at this time what the increase to Abitibi in costs of manufacture and delivery of newsprint
over the vear 1938—as compared with such costs over the year 1937—wiil 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 probably be more, if costs of pulpwood, supplies, labor and freight excecd present
expectations,

Revarive To Suremite Pule Caracimies or AeiTier’s SmootH Rock Fants
CosmsEerciaL SuLpiTE Pure ML anp Apimini’s Newsprint MiLLs:

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

The Sault Ste. Marie mill of Abitibi is equipped o produce about 23,000 tons per annum of
newsgrade unbleached sulphite pulp in excess of its requircments for newsprint manufacture.

The Fort William newsprint onll is equi}".pcd w0 produce abour 11000 rons per annum of news-
grade unblcached sulphite pulp in excess of its requirements for newsprint manufacture—certain
equipment of the mill has 1o be reconditioned before commercial sale of pulp can be undertaken by it.

The Beaupre (Ste. Anne} newsprint mill 15 partially equipped 10 produce about 9,000 1ons per
anuumn of newsgrade unbleached sulphite pulp in excess of i1s requirements for newsprint manufacture
—certain additional cquipment will require 10 be installed before commercial sale of pulp from the
mill ean be undertaken.

SHIPMENTS OF SULPHITE PuLe ny AniTinl AND Auouwnts [xcLunen
ix TarNiyes 185 Reserctr THEREOF:

12.—Attached as Schedule B is a statement of monthly shipments of bleached and unbleached
sulphite pulp from Abitibi mills during the period of Reccivership—also market prices per short ton
(delivered) reported as generally prevailing for the same in the periods therein mentioned.  Aggregate
shipments by Abitibi of such pulps in the vears 1934 to 1936 and the first eight months of
1937. inclusive, were as follows:
Abitibi shipments of sulphite pulp

bleached unbleached

short tons short tons Total Tons
1933 S POTUURT 35,501 12,082 47,583
1934 . 29,294 9,307 18,601
1935, . 37,665 7,210 44 875
1936 ... . 57,000 7,682 64,682
1937 (8 mos. to Aug. 31st)  43.651 9,953 53,604

Amounts {prior to interest, depreciation and Head Office Administration) included in Abitibi
carmings m respect of shipments of bleached and unbleached sulphite pulp from the Smooth Rock
Falls mill in the years 1933 o 1936 and {subject to audit and vear-znd adjustments) for the first
eight months of 1937 inclusive, have been as follows:

Year Y933 ... § 69,626
Year 1934, o B206,319,
Year 1935 ... SR C e . 237,789,
Year 1936, ... . e %603,393.

Year 1937 for months of ... Jaonuary.............. . B 72561

February...... ... . . 71,305.

March......... . . 84,941

April.... ... e 94,780

May 84.779

June 93,210

July... .. R 121,992.

August. ... . .. . 120,090.
— $743,658.
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Expectation is that Abitibi mill costs of manufacture ol bleached suiphite pulp in 1938 will increase
not less than $2.00 per ton over those for 1937, Such estimated variation will be increased if the
costs of pulpwood, supplies, labor or freight, ete, in 1938 exceed present expectations.

Revative 1o Minn Caraocrry axp Coxsumprion oF Woon Puurs:

13.—According 10 the second edition of World Wood Pulp Staustics —issued under dare of
July, 1937, by United States Pulp Producers Association—approximate world capacity and con-
sumption, and Canadian production, consumptian and exports of all grades of wood pulp in the vears
1932 10 1936 inclusive, were as follows:

(i short tons--000"s omirted)

World Canada
Iistimated con-
Production Consumption Production simed in Canada LLxports
1932 .. . .. . 15,643 15,821 2,603 2,224 452
1933 .. .. . 17,491 17,523 2,980 2,377 609
1934 . . . 19,544 19,483 3,636 3,038 606
1938 . .. 20,782 20,682 3,368 3,222 662
1936 ... . .. 23189 23,077 4,550 3815 754

Cantained 1n the survey of Newsprint Association of Canada compiled in June, 1237, are statistics
which indicate that wood pulp used in the manufacture of newsprint in 1936 was about §,217,000
tons as compared with about 6,364,000 tons used in 1927 —un iucrease of 1,853,000 tons; also that

waod pulp used for other purposes amounted to 9,641,000 tons in 1927 and 14.453.000 rons in 1936- -
an increase of 4,812,000 tons over such ten vear period.

The undersigned has not been able 10 obtain fully complete and accucate statistics relative to
World capacity and production of bleached and unbleached sulphite pulp but in the cdition of World
Wood Pulp Statistics mentioned, the capacity and production of sulphite pulp mills in the United
States, Canada, Sweden, Germany and Finland, {which witli Norway- reported capacity 500,000 tons
in Jaruary, 1936—are thw principal producing countries) are given us follows:

(in short tous—000’s omitted)

Year Capacity Production
1932 Bgures not available 4,583
1933 " 5,317
1934 " 5,B68
1933 7,829 6,268
1936 7,937 7,027

In such edition it is stated that expansion of world sulphite puip capacity scheduled for completion

during 1937 amaoants 1o 531,420 tons (including 165,780 in Canada) ard that for 1938 to 180,425 1ons
{including 103,075 in Canada).

Estimated mill capacity, production and exports of United States sulphite pulp producing milis
and imports and consumption of such mills and United Srates converting mills in the years 1932 1o 1936,
inclusive, are given in such second ediion of World Wood Pulp Statistics as follows:

(Sulphite pulp—in short tons—000"s omitted:

United States estimated capacity, production, impors, ¢te.

Capacity Production Imporis Consumptio: Exports
1932.. . 2,054 1,145 917 2,017 46
1933 ... T A 1,328 1,170 2,420 77
1934. . . .. 2196 1,446 1,074 2,380 139
1935, ... 2,189 1,576 1,122 2,532 166
1936....... 2,144 1,830 (ex1.) 1,299 2.941 137
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Based upon reports of Canadian Pulp and Paper Association the estimated rated capacity of
Canadian sulphite pulp mills and their production and shipments (for sale) of sulphite pulps in the
period January I<t. 1932 to June 30th, 1937, were approximately as follows:

(in short tons —000’s omitted)

Rated nill Shipments
Newsgrade unbleached capacity Production against sales
sulphite pulp: —_—
1932..... _ . 733 320 19
1933 . . .. 666 298 15
1934 S 783 418 39
1935...... . 849 159 57
1936. . : 881 557 73
1937 (6 months) ... . 440 337 65

.The variation betwecn production and shipments for sale is attributable
1o use of pulp by producing mills in the manufacture of newsprint)

Rated mill Shipments

Bleached and casy bleaching capacity Production against sales
sulphite pulp:

1932 452 316 294

1933 ... .. ... 468 404 384

1934, . 451 390 346

1935 0 167 428 394

1936, . 188 181 4

1937 (6 months)...... ... .. 232 265 238

Information of Canadian Pulp and Paper Association Officials is that cxpansion of unbleached
sulphite pulp capacity scheduled for completion by existing Canadian mills in 1937 is about 122,000
tons, and in 1938, 22,000 tons; also that expansion of bleached sulphite pulp capacity scheduled for
completion by existing Canadian mills in 1938 is 16,000 tons.

A new mill being constructed on the Nipigon River, Ontario, with a reported capacity of about
60,000 tons per annum of either bleached sulphite pulp or rayon pulp, is expected to be in operation
in April, 1938, According to Press reports the construction, over the next few years, of new sulphite
pulp mills at seven or eight different points in Canada—principally in Ontario—is said to be under
consideration or being negotiated. During 1937 two Canadian sulplite pulp mills have been converted
to the manufacture of other grades of wood pulp and report is that a third 1s likely to be converted for
such purposes in 1938.  Opinion of Mr, George H. Mead, (Abitibi Agent for sales of sulphite pulp) is
that markets for suiphite pulp are not likely to be unduly affected if the proposed new sulphite pulp
mills are brought in gradually over the next three or four years, demands for sulphite pulp during such
period continue to incrcase at the same rate as in the last few vears, and no widespread disturbance in
International affairs takes 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. In Mr. Mead’s opinion bleached sulphate pulp is
not presently competing with the commercial sale of bleached sulphite pulp to any important degree;
his view iz that ultimately it mayv do =0 to some extent.

Demands upon the Sault Ste. Marie mill for newsgrade unbleached sulphite pulp, at existing
price levels, lessened in August, 1937, and were, still less in September, 1937. Certain contract customers
(limtted in number) who purchase bleached sulphite pulp from the Smooth Rock Falls pulp mill are
asking that guantities to be delivered to them in October, 1937, be reduced or that delivery of the
saine be deferred. A survev rccently made by Abitibi Officials indicates that a number of the
Company’s customers hold substantial stocks (relatively speaking) of sulphite pulp in excess of their
immediate requirements,

10



lLarNives oF Apimisr (Priok TO Boxp INTEREST avDp DEPRECIATION)
Durine Periop oF RECEIVERSHIP!

14.-—(a) Earnings of Abitibi during the period of receivership—but prior to bond interest and
depreciation—have according to audited reports been as follows:

(1) For the period between September 10th, 1932, and December
3ist, 1933 (including premium of $649,587.74 on United States

uchange) .............................................. $1,036,562.00
{2) For year 1934 (after deduction of ?596 972 91 dlSLOllnt on
United States exchange).. ... ... ... 953,927.66

(3) For year 1935 (including premium of 338,452.28 on United
States exchange)...... ... . . L 1,205,185.51
(4) Foryear1936.... . . . ... 2,185,188.76
{in and since the )ear 1936 the sum of $50 978.35 was added to accumu-
lated profits in respect of adjustments df’fectmg the above periods.)

Included in earnings as above mentioned ure those of The G. FH. Mead Company, a wholly owned
subsidiary of Abitibi—which was purchased as of date October Ist, 1933 —and $100,000 received in
the vear 1935 as dividend on the Common Capital stock of Provincial Paper, Limited, the whole of
which is owned by Abitibi; such dividend was taken out of surplus reserves of the Company.

(6) Earnings of Abitibt and its subsidiaries {excluding those of Provincial Paper, Limited and
The G, H. Mead Company and prior to bond interest and depreciation) for the frst eight months
of 1937, as compared with those for the same periods in 1936, were as {ollows:

Month 1936 1937
Jannary ... o b 33, 943 $336,972
Februarv .. .. ... . JO 131 262,894
March........ T 104,463 335,218
April......... L 166,315 362,653
May... 181,048 406,145
June.. .. D 230,798 394,169
July. ... SO 245,986 522,580
August... e 217.782 520,993
Total... .. ... $1,2304606 $3,141,624

M emo.

(a) The amount of $3,141,624. is before deducting $114,857. expenses incidental to
re-opening the Fort William mill and the Beaupre mill, and $14,611. in connection
with obtaining special reports.  Of such $114,857., 94,533, was written off earnings

of the year to June 30th, 1937, while $20,324. was directly deducted from August,
1937, earnings.

(») Earnings for August, 1937, were reported at $500,669. being 3520,993., as above
set out, less $20,324. expenses incidental to re-opening the Beaupre mill on September
Ist, 1937, as above mentioned.

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

Farnings of Abnibi—in July and August, 1937, on the basis above mentioned amounted to—

in July, 1937 $522,380.
in August, 1937, 520,993.
aotalof . $1043,573.

and if such earnings shall continuc at the same rate for the balance of the year, those for the last six
months of 1937 would, subject to audit, amount to about $3,130,719. prior to charges for depreciation,
bond interest, costs of re-opening mills, income taxes and year-end adjustments.
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(¢) Eamings of I'he G. H. Mead Company available as dividends 10 Abiubi ar: expected to
amount to about $75,000 for the vear 1937-—credit for these could be taken by Abitibi at the end
of such year.

(d) First Morigage Sinking Fund Bonds of Provincial Paper, Limnited to the amount of $3,849,500.,
are outstanding in the hands of the Public-—also 79, Cumulative Preference Shares of a par valuc of
$3,500,000. Abitibi owns 100,000 shares of no par value, being the entire Common Capital Stock
of the Company. Earnings of Provincial Paper, Limited, as extracted from audited reports for the
years 1933 to 1936, inclusive, and (subject 1o audit and ycar-end adjustments) for the eight months
ending August 3lst, 1937, after charges for bond interest, dividends on Preferance Shares. income
taxes and $100,000. per annum for depreciation, were as follows:

Year 1933 B 5163
Year 1934 112,779
Year 1935 : . 131,890
Year 1936 ... 133381

Ycar 1937 (l'or cight months 1o
August 31st, after de-
ducuon of 5533 335. for
income taxes).. . . 221,592

In their reports covering audit of its accounts for the years 1933 to 1936, inclusive, the Company's
Auditors questioned the adcquacy of the $100,000. annually charged against earnings for depreciation
upon mills and properties; in cach of such years an additional amount of $225,000. was rransferred
from General Reserves to Depreciation Rescrves of the Company in respect of further requirements
for dcprccxatlon but such amouunts were not shown as charges against carnings for auch vears. Charge
on such basis for the first eight months of 1937 would amount to $150,000.

Opinion of the Management of Provincial Paper, Limited is that earnings for che year 1937,
available to pay dividends upon the Common sharcs owned by Abitibi (and after charge of bond
interest, $325,000. for depreciation on properties, dividends on Preference Stock, income taxes and
year-end adjustments) will not likely cxceed $100,000. to $125,000. Statement of the Provincial
Paper, Limited Managementis that since August 13th, 1937, there has been som -+ siackening off in
orders for products manufactured by the Company.

(¢) Expectation is that sales of newsprint for the last four months of 1937 will be zreater thun
those of preceding months; sales of bleached and unblecached sulphite pulp are expected, under existing
conditions, to be less. An increase of $3. per ton in the United States market price and $3. per ton in
the Canadian market price of bleached sulphite pulp has been announced to take effect on October 1st,
1937.  Costs of production of newsprint and pulp will likely be higher in September, October, Novem-
ber and December, as in all fall and winter months.  Having regard to thuse conditions it is not possible
at the present time to definitely and accurately cstimate the earnings of Abitibi and its subsidiaries
for the last four or six months of this year. 1f, however, it be assumed that those for Septeinber,
October, November and December will continue at the same rate as those for July and August, earnings
for the tast six months of 1937 would be as follows:

(@) Abitibi carnings, prior to bond interest, depreciation, income taxes, cosis of

re-opening mills and subject to audit and year-end adjustmments 53‘130,719.

to which would likely be added
(b} 1937 earnings of The G. H. Mecad Company, as presently estimated 75.000.
{c) Dividend on Provincial Paper, Limited shares, as presently estimated 100,000.
Total ....... U 33,305,719.

Amount deductible from such earnings to cover depreciation on the Company’s mills and properties
for the six months’ period, and as estimated by Iingineers, would be about $750,000.

(f) Because of the uncertaintics which prevail as 1o the amounts of future annual sales of newsprint
and pulp—as to the prices which wil! be obtained for the same, and also as to future annual costs of
manufacture and delivery of such products (including those of labor, wood. power and freight )—the
undersigned makes no attempt to estimate futurc earnings of the Company and its subsidiaries.
Advice of his Counsel is that it is no part of his duties, as Receiver and Manager, and an Officer of
Court, to make estimates of such earnings, when they will be Jdetermined by conditions in the future
which are not presently known.
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Facaxrerise RerosTs as to riaf Sustasep oR Furture AveErace FKarxinag Powrk orF
Avirinr Provexries axn tir Fair Comaercialn Varue ofF Sven PrRoPERTIES:

15. —Preliminary 1o the possible offering of the assets of Abitibi for =ale before the Court and
with o view 10 the preparation of a plan of reorganization by Abitibi Bondholders” Representative
Commitree, the undersigned in April, 1936, with the approval of Court, engaged Coverdale & Colpitts,
Conrulting Enginecrs, New York, 1o make engineering reports upon the properties of Abitibi and
s subsidiaries, including Provincial Paper, Limited {(but excluding Abitibi Electric Development
Company, Limited and Kaministiqguia Power Co., Limited, and cxcepting the timber holdings of
Abitibi and i1 subsidiaries) as a basis for determining, amengst other things, the value of the properties
from the standpoint of their physical value and alse from the standpoint of their carning capacity as
thos: of a zolng concern. ‘The J. 1 White Engincering Corporation, New York, was engaged to valne
the physiczl propertics of Abitibi Klectric Development Company, Limited and of Kaministiquia
Power Co., Limited. and T, D.Gilmour, Quebec. to value the 1thinber heldings, other than concessions
and licenses held from Provinees, The reparts of The 1. G White Fagineering Corporation and I, 1.
Gilmour wese Jarer made available 10 Coverdale & Calpitrs, and Hardy 8. Ferguson & Company,
Couo=ulrmg Pulp and Paper M Enpineers, New York City, were associated with them in determination
of phyviical vilucs, deferred maintenance estimates and suggested capital expenditures upon nroperties.

Repore of Caoverdale & Colpitis, dated Julv [3th, 1936, was that the ner sowrd phvsieal valoe
of Abitih} properties was:

Cirass physical vadue . 371,437,060
fess reserves for depreciation and deferred main-
tenance . o ) 21,732,000.
Net sound physical value.. ... . #49,705,000.

They wso reported that te reproduce equivalent productive units having comparable contributary
and supporting facilities on a new and fullv modern basis at existing locations would---us of the daie
of their report and in their opinlon-—cost approximatcly $78,000,000. Both such valuations were
exclusive of anv awmoums for current or working assets of the Company or for the lspanoia
and Sturgeon Falls propeities, which they did not attempt to value, and did not include any amoun:
for Provircial Paper, Liniited shares, the comincrcial value of which thev reported s~ somewhat in

excess of $1.500,000.

b January, 1937, and in light of improved conditions in the newsprint industry, Coverdale &
Colpitrs were requested 10 review the situation and make anv revisions of their report which they
might consider necessary. Based upor the assumption that timber conccssions and puipweod citting
rights, water rights and power suppiies would be continued an terms essentially as fovorobic as those
which had obtained in recent veurs and on the further assumptions that the newsprint mills of Abitibi
{cxchiding Fepanola wnd Styrgeon Falls) have an aggregate rated capacihy of about 360,000 tons of
newsprint ner annum and the Smooth Rock Fails mill a capacity of 60,000 10ns of commercial bleached
and unbleached sulphite pulp per annum—that the eontract pice for newsprint would be hicreased
gradually ro 350. a 100 (the base price—New York) and operating profits would inerease proportionately
bur not fully so due 1o probable increase in operating costs——and upon the other assumptions contained
in their repori-—Coverdale & Colpitis estimated the potential earninz power of Abitibi @ various
rates of tonnage outpur, and at various prices for newsprint to be as follows:

Estimated Annual Larning Power
ahrer depreciation of 31,485,000, but before

Inicrest and Income Taxes

Annual Sales- Tons Newsprint price per ton (N.Y )

Newsprint Puip $142,30 $45.00 $47.50 350.00
560,000 55,000 $3,547,000 %4.387,000 %5 367,000 $6,457,000
500.000 55,000 2,885,000 3,635,000 4,510,000 5,510,000
450,000 53,000 2,464,000 3,139,000 3,926,000 4,826,000
100,000 53,000 1.835.000 2,435,000 3,155,000 3,955,000
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exclusive of uny income {rom Provincial Paper, Limited shares and prior to deduction of idle plant
costs or expenses at or in conaection with tﬁe Sturgeon Falls and Kspanola propertics. It was also
stated that such figures gave no effect to possible cost reductions or economies from any or all of the
capital expenditure jtems suggested by them in their report as being feasible or desirable.

Buased upor the above figures Coverdale & Colpitts calculated the average sustained earning
power 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
iecomnc from Provincial Paper, Limited sharcs) to be $4,145,000. per annum, which they stated was
cquivalent to the estimated earning power of the properties covered by their valuation on an average
sales volume of 476,000 tons of newsprint per annum, with profit estimated on newsprint selling at the
base price of $47.00 per ton plus the average profit cstimated for the Smooth Rock Falls pulp mill
on an annual sales volume of 55,000 tons of commercial pulp. On the assumption that 124 times
aueh estimiuted carning power {an 8%, basis) was the proper basis for valuation of the properties they
wave o as thar opinion that the fair commercial value of the properties as of February lst, 1937,
wus $51,813,000., exclusive of the value of (a) inventories and other jtems of working cupital,
{b) commun stock of Provincial Paper, Limited, and (c) the Ispanola and Sturgeon I"alls properties.

Fstimaie of T. LI, Silver, as hercinbefore mentioned, 1s that if $8,314,271. (as of August, 1936,
since which time costs of labor and matenals have increased) be expended upon improvements, replace-
ments and repairs 1o Abitibi mills and facilivies—cexcluding those at Sturgeon Falls and Espunola—the
capacity of Abitibi’s newsprint mills would bt increased by approximately 93,310 tons per annum;
also ilat if with such improvements, replacements and repairs made Abitibi mills should operate 10
their fult increased capaeities savings in manufacturing costs of approximately $1,037,623. per annum
would be cffected aside from any profits which might be obtained from increased sales made possible
by increase in the capacities of such mills. Having regard to such possible increasc in capacity,
estimated savings in costs of manufacture and possible additional profits from sales of newsprint
produced by increase in the capacity of the mills, I requested Coverdale & Colpitts, in September 1937,
to report upon the potential earning power of Abitibi properties at 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, reptacsments and repatrs made,

Based oo the assumptions that the umprovements, replacements and repairs, above menuoned,
are made; that when made the six operating newsprint mills of Abitibi will have a productive raced
capacity of about 650,000 tons of newsprint per annum, the commercizl sulphite pulp mill a rated
annual capacity of 60,000 tons of bleached and unbleached sulphite pulp ancr the newsprint mill at
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 c¢ffect 10 increased costs of laboer and materials, to announced increases and o further
possible changes in the prices of newsprint and commercial pulp, and based on other assumprions
contained in their report dated Seprember 25th, 1937, Coverdale & Colpitts estimate the potential
earuing power of Abitibi at various rates of onnage ouiput and at various prices for newsprint and
pulp to be as follows:

Istivaten Axvual Earnine Power Arrer DepreciaTion or $1,671,000 Bur Brrore IvreresT
AND INcoME Taxrs

Newsprini Price per Ton

(New Yoark) £42.50 £45.00 £47.50 $50.00 %32.50 £535.00 $57.50
Annual Sales — Tons
Newsprint (000 omitted)
650,000 34,412 $5,225 $6,200 37,337 $£9.637 $9.937 h11,237
600,000 3,699 4,449 5,349 6,399 7,599 8,799 9,999
550,000 3,162 3,850 1,675 5,637 6,737 7,837 8,937
500,000 2,717 3,342 4,092 4,967 5,967 6,967 7,967
450,000 2,270 2,833 3,508 4,295 5,195 6,093 6,995
400,000 1,806 2.306 2,906 3,606 +.404 5,206 6,006
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“deethier prices avd nerewsed vapacivies, and savings o cosl- of mmnufucture ta be sade fram
vapicrien of (he progronme of tmpravements, replacements cud repairs, Coverdale & Colpires

vooo ot ws ther jadgmert thar the average custabned carning power of ALIUYT properte: eacluding
v tirceme froin Peavineial Paper, Limbted =hares ind with no deduetion made fovidle plant castis and
vneses of Fepanola and Stovgeon Falls millad over o fnture period of sewr- s 3,901,000, ver vear.
: depreciac s of $1.671.000, lmt belare fnterest or income iaxes, Such aounnen of $5.901.000,
Thev S, egutinient to LhL estiuated carving power af such propertios il an averuze sales volume
FR200000 1o of neweprint per i, (309 of the estimated cupacity of the il mentioned wher
copletian of the progrionme of bnprovemeuts, re placeinent. and hr‘t'rxj dl e prout oxtimated
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‘ w"'.‘.::\ cool working capial i o e nasens und
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(o} assuminge e cacrease dnoprodnciive capaciny aud the savings ety of maannfacture o be
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Cher state that pasid o an eagmaaed averade sustained caraing power of $3.901.0000 ver vuar,
coonated veoan 300 return basiss vhe Jutr commereinl valie al the proeerties won'd be #73.762.500,

crutt e e
cd) aiitee. o coviAnries o othier tens of working Capilul.
ot the Coemminn stock of Provinciar Puper, Limited. and
froprupeTtics L‘On’lpl‘i.\"lnj.z the Espanola and Sturgcon Falls divicions,

s gepert g 1o RSN TePhercor, Feq., Liguidator of Abitibi, unde; date of Navelr Lo, 1937,
Wwoll i 1.(1 S '.-q BoA S, NI Reatsrered Professional Fngineer of the Provinee of (Intario,
<ted th CXaminIng (mnp;m_\' records and obtuining from the Receiver and Nanager and
Viritin ()Ihcu'x JAeesential information pertaining to the operatien of Abitibi on which 1o base an
-1'1m'm' of Uie vabue of the aecte of wach Company w- o going concern he wias of the apinion that
cviag reward 1o the pass porformance of the Company, the presear and foture capacity of the mills,
1‘ ¢ condirions i the trade wt such date and the projected long term trend of newsprint proaduction,
L ot Abinby for vadnustion ]aut‘po.-‘us shoald be based on o vesrly tonnage of 300,000 1ans of
:[-\-.~}\r'1:\' and a delivered price of 300 per ton; thit afrer u<ing production caxts in line witd selling
Goeeand making adegnate Wlowances for increased selling and administration expenses. climilwﬂing
: Gh=recur rinig charges, addine revenues fron subsidiary companics and the Smooth Rock I7ails <ulphite
ST pronu”w £1.300.000. for depraciation and depletion, he was of the apinion that on the basis
S B0 wneead return on the nvestment that prine 1o deduction of bond interest ar income taxes)
die ol the wascts of ADIODI as 3 volne cancern, Including net current as-ets o rer orrrd o January
Slens LS, ane toaber linits othes 1o Governnnment concesstons (ex valoed b _|. 12, Coaboiour) was
.\'\\‘h.UO0,00h. My Beickenden Tfurther reported that such valuation did net iuclude any mvount for
Preacieind Poper findied Commuon Siaress which he considered had w value con&idLrgllyl\' in excess

LAMLOO0. e carther cooed fha s amoant was ineladed o ‘5\() 000,000, [or 1he I punols
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and Sturgeon Falls divisions and gave it as his opinien that i view of the delinite tred of fnmprovenes
in the demand for and market price of newsprint and suiphite pulp such properties had « substantial
porenvial value.

(Note: ‘The valuation of $86,000,000., above mentioned, includes net enrrest assets of ahow®
$2,500.000., and after deduction of such amount leaves a value for the other properties of
the Company (excluding Provincial Paper, Limited Common Shares and the Espanola wnd
Sturgeon Falls divisions) of about $83,500,000.; average sustained annual carnings of abous:
$6,680,000. (ou the basis above mentioned) would be required 1o provide an S% annu
interest return on such %83.3500,000.)

The undersigned desires to make it clear that the ubove reports ure largely based on hypotheiicd
tonnages and delivered prices for newsprint and pulp, and arc estimates only: he assumes no respor-
stbilita 1 respect of them.

In a communication addressed o the Liguidator of Abitibi, under date of Sceptember ik, 1937
Mr. Brickenden reported as followa:  “With reference to vour request that [ submit a new valuation
of the assets of the Abitibi Power & Paper Company, Limited; based on the hypothesis that the
contemplated improvenient program is fait accom pli, after careful consideratjon. I do not feel justine.d
in ~ubmitting such a fgure for publication.  Any valuation so based, that is. on the assuinption
that the annual capacity s been increased by about 93,310 1ons 10 a total of some 670,000 tons a:d
that annual savings al maximun capacity arc accruing at the rate of approximately 31,057.623..
wotld be substanually higher than my {ormer valuation and beeause of the difficulty of properis
intcrpreting such a hypothetical figure there would be a danger of confusing and, possibly, misleadine
the sceurity holders to whom this information is dirceted.  Any revision of iny valuation of the assess
of this Company uas a going concern would have 1o be on the same basis as vsed in my report of March
Lith, 1937, raking into consideration the effect on the earning power of the Company of the rapid
improvewcent in the pulp and paper indusity and in company operations evidenced during the pues
six months,  These developments, in myv opinion, are such 2+ would necessitate a greater valuarion
of the assets of the Company than that formerly subndtred.”

Repamive g0 New NMoxeys Reauirenp ror Wornine Capinae:

16.—DBelief of Abitibi Officials and the undersigned is thar Abitibi mills will munafaciure asd
sell between 480,000 and 490,000 tons of newsprint— about 63,000 1ons of bleached sulphite pulp and
12,000 10 14,000 tons of unbleached ~ulplite, in 1937, General contract market prices of Canudian
mills in Seprember, 1937, for sucii products are, $42.30 per short ton, delivered av New York. for
newsprint -B65. per short ton, New York base price, for bleached sulphite pulp --and 358.-360. pur
short ton, New York base price, for unbleached sulplite pulp.  Expectation is that if business coi-
ditions continue to improve and no undue recession in them takes place, Abitibi’s sales of newspric.:
will be higher i 1938 than in 1937 and that sales of Wleached sulphite pulp, of an traproved gra e,
will be stightly less.

While pulpwood on hand will be fully sufiicient to sustain 1937 production, as above mentioned,

rescrves held are not felt wo be adequate to protect the Company against contingencies for the future.
In addition increased supplics of wood are required for the Forr William and Ste. Anne mills, the
first of which was brought mnto operation on May Ist, 1937 and the latter on September 1st, 1937,
Average costs of wood which will be delivered 1o Abitibi mills in 1938 will likely exceed the costs of
wood on hand n 1937 by not less than $1 per cord. Estimate is that costs of general supplies, other
than wood, will increase by not less than 7% 10 105 over those of 1937, Any increase in the voline
of business done 1 1938 over 1937 will increase the aggregate amount of credits required to be given
1o customers, while increase in the price expected to he received for newsprint in [938 (87,50 per ton)
will further enlarge the same.

luscntories of paper, pulp. pulpwood and supplivs and accounts receivobic, cash and otier
operating asscts on hand, being vsed by Abitibi and its substdiaries (excluding Previncial Paper,
Limited and "T'he (. FI. Mead Company) in the operation of their businesses on Auvgust 3lst, 1937,
amounted to L K8T765.825,

Calculation of Abitibi Officials is that by Nay 31st, 1938, pulpwood inventories of
the Company will, with increasing costs and larger quantities of wood required. exceed
those of Nugust 31st, 1937, by approximately... C e 2,300,000,
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Estimate 1s that inventories of supplies necessary to be carried in 1938 will excced
costs of those carried in 1937 by not less than................ ... ... .. 125,000.

Estimate is that with the increased volume of newsprint business looked for and
liigher prices at which it is expected to be sold, credits required to be given to customers
i 1938 will cxpand over thosc of 1937 by appro“matcly ............................ e o 1,100,000.

The peak amount of working assets expected to be required in the operation of such

businesses in 1938, on the above bases, is therefore approximately........ ... ... $12,490,823.
Current monthly accounts, accrued pavrolls and other liabilities (excluding

Recciver’s certificates) owing by Abitibi and its subsidiaries on August 31st, 1937,

AMOUNTEA TO . 1,112,064.

and if 1t be assuined that a similar amount of current liabilitics will continue to be owed
monthly during 1938, the peak of net working assets estimated as likely to be required
in such year would approximate........... e e e B11L378759.

{Note: The amount of $11,378.759. does not include amounts necessary for payment of old
labilities or amounts requued for iniprovements and repairs to :Abitibi properties).

~ Having regard to the above, Abitibi Officials and the undersigned arc of the opinion that if the
Company be given working capital of 9,000,000 and borrows from ir< Bankers on peaks it can operate
satisfactorily.

Report of V. L. Silver—as hercinbefore mentioned —-is that 1o make the improvements, replace-
ments and repairs to the Company’s mills and properties, specified n his report, would cost $8,314,271.
as of August, 1936.  Lstimate of Mr. Silver was that such amount would be cxpended approximately
as follows: 32, 869 709. in the first year, $2,946.872. in the second year, 1,481,706, in the third year
and 31, 015 984. in the fourth and fifth years after rcorganization; this aubJeCL to the possibility that
such e‘(pendltunei might be made somewhat faster if the moneys therefor were available.  Since the
estimates were prepared costs of labor and materials have increased. With the bringing of the Fort
William and Ste. Annc mills into operation in 1937 and the increased volume of business being done
bv Abitibi it was deemed advisable to make certam of the improvements, replacements and repairs
covered by Mr. Silver's cstimates and this has been done.  Up to June 30th, 1937, the undersigned
liad, with thc approval of Court, expended $457,677. thereupon, including $110,793. start-up expenses
of Fort William and Beaupre mills; such cxpenditures will only partially offset the increase 1n ag-
gregate costs, since August, 1936, of the improvements, replacements and repairs covered by Mr.
Silver’s cstimates and they are therefore disregarded herein.,

Trade and other liabilities of Abitibi incurred prior to receivership, but cxcluding funded debts,
are estimated to amount to $815,000; a claim by the Newsprint Institute of Canada for a further
$600,019.49 is expected to be withdrawn. These liabilitics will require to be paid under any form of
reorganization or rearrangement which provides a return to Stockholders. Costs of receivership and
liguidation and also those of reorganization or rearrangement and of obraining any new moneys have
also 1o be met.

Current and working assets of Abitibi and its subsidiaries {excluding Provincial
Paper, Limited and The G. H. Mead Company) on June 30th, 1937, amounted to............ $ 8,212,371,
while current liabilities, accrucd pavrolls and Receiver's certificates outstanding
amounted as of the same date Lo, oo o . 4,308,836,

lcaving a surplus of net current assets as of such date of... ... .. ... § 3,903,535,

17.—The plan of rcorganization put forward by the Bondholders’ Represcniative Committee

contemplates the rcorganization of the Company as of date July lst, 1937, while the plan put forward

by the Liquidator of the Company contemplates rearrangement of the Company’s affairs as of date
Necember 1st, 1937,

18.-—Under the plan of rcorganization of the Bondholders’ Representative Committee

{a) New securities to be issued in the form of First (closed) 4149, Mortzage Bonds
R 01 Lo 100 o K K e FUU RS $#14,000,000.
{in these computations it 1s assumcd that new moneys obtained from sale
of the above securities will be received bv Abitibi on December 31st, 1937,
and not before}
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th) Fixcess ol Abiubi’s current assers over current Jabilines and Recenver's
certificates on June 3ih, 1937 was.. . ) . RIS

i) I carnings of Abiubi for 1he mom.hs of Sgplebcr Ocrober,
November and December, 1937, should continue a1 the same
rate as in Julv and Augusr, 1937, those {or the last ¢ix monhs
of 1937 (subject tu audit and prior 10 bond interest, depreciu-
How, income taxes, costs ol re-opening mills and vear-end

adjustmenis) would amount 1o, ... .. . o $3.130.719.

Dividends expecred 10 be reecived are

(1} from The G HL NVead Company . . 73.000.

(2) trom Provineial Paper, Limited 100,000.
atotal of . . A3,305.719.

from whiclh would regune wo be deducted—

(3) Charge tor depreciation on Abitibi mills and
properties tor the last six mmonths of 1937, 0 »730,000,
and paid,
) Interest for period Juely Lsi, 1937, 10 Decen-
ber Slst, 1937, onr bonds and dcbentures
contemplated to be ssued 10 presenc Abitibi

Bondholders . . 1,448,000, 2,198,000,
wid asarplus would remain {trom such assumed carnings) of, 7 1.107.719.
Toral FI9.011.254

frany which
(@) Urnsccured liabilities of Abitibi wncurred prior to receivership
would require to be paid to the estimated amount of . . % 813,000,
(r1 Amount contemplated to be set aside tor working caphiai is . . 9032000, 9.815.000.

and wbalance would remiin as of date December 31at, 1937 (1hat is if earnings and
income for the last six monihs of 1937 amount to $3,303,719. on the basis in (¢) above
mentioted), of abour.. e e e ISR 32.490.25 4.

which would be available to cover costs o} obraining % 14,000,000, of new moneys—costs ol receivership.
liguidation and of Bondholders® and Preferred Stockholders® Committees (as allowed by Courti: of
reorganization; and ta provide for improvements, replacements and repairs to the Company’s mills
and properties. which were cstimated to cost $8.314.2710 in August, 1936, since which time costs of
labor amd materials have increased.
19, Under the plaic of rearrungement of the affaies of Abitibi put forward by the Liquidator of
the Companv, intercst on presene Abitibi bonds to Novemmber 30th, 1937, s to be capitalized. and
() New secur: t'rc- coutcinplated to be tssued in the form of Senal First Mortzage
44 and 44%; Bonds AMOUML 1O . 23,000, tw1,
{in these computations it 15 assumed that new moneys obtained from sale
of the above securitics will be received by Abititb na Pecember 3 st 1937,
and not belore)
thy lixcess of Abitibi's current assews over current liabilities and  Recetver'.
certificates on June 30th, 1937, was. . L T 903,535,
te) 11 earnings of Abitibi for q(;\lcn ber, Ociober, November and
Duumbu 1937, should continue at the same rate as eurmnu
for July and Angust, 1937, those for the Jast siv months of
1937 {subjcct 10 andit and prm. ro bond interest, depreciation,
meome 1axes, costs of re-opening wills and \cnr—Cld adjust-

ments) would amount to... . . 33,130,719

Dividends expecred to be reecived in such 1\cr|0(! arv

(Y from The G Nead Company 0 L 75,000.

(2) from Mrovincial Paper. Linmed T . 160,000
Towal 0L o o $3303719.



from whicii would require to be paid or set aside - -
} P

(3; Cash payments contemplated to be made ta
present Abitibi Bondholders as of date Decem-
ber Far, 1957 L S 60,534,

(4) Interest lor month of December, 1937, on First
and Second 39%. Mortgage Bonds contemplated
10 be given to present Abitibi Bondholders ... 269491,

{5) Charge for depreciation on mills and properties

of Abitibi for fast six months of 1937, . 730,000,
£olotal of L e . . .Wﬁ 107982+,

and . surplus would remain (from such assumed carnings) of a;-:-;t_—__ 2,225,394,
Total . o L . ) K129.-L£§.

out of which

{d} Unsecured liabilities of Abitibl incurred prior to recsivership
require to be paid, to the estimated amount of ... | . % 811000,
an
{r) Shouald there be set aside for working capiial 9.0QU0.000. RN

a balance woald remain, as of date December 3lsr, 1937 (that is if carnine. and
income for the last six months of 1937 amount 10 $3,305.719. on the ba<i~ i (¢
above mentioned) of ubout : Lo 53514429

which would be available 1o cover costs of obtaining $9,000,000. of new money~ and tivese o' receiver-
ship, liguidation and effectine rearrangement of the Company’s affairs {ax allowed by Courty; the
surplus thereafter would be available 1owards costs of improvemnents, replacenonts ana repairs o
the Company’s propertics. whicl svere estimated to cost 8,314,271, in Augarr. 1936, ~inee which
time costs of Jabor and nwaterials have inereased), leaving any additionad amoures requir g for ~ueh
improvemenrs, replacements and repairs, to be taken from future carnings of the Corman

Lxpenditures of $437.677. made by the undersigned up to June 30th. 1937, upor “miprovements
and repairs to the Company s propertics—covered by Mr. Siiver's estimate. -have nect iznored 1o
the computations in paragraphs 18 and 19 above as they will only partially oficcr the “erease m
coets of such proposed improvements and repairs as estimated in Augusi, 1936

Baiaxcr SnLrts or CoMmpeyyy:

20.- -Attached licreto ac Schedule C are summarized audited Balance Sheers ol Abitibi (s
Decemnber 3st, 1935 and 193¢, and unandited Balance Sheet of Abitibi as of dute Ausyor 3.1, 1937,

I'lic above has been prepared solely for the purpose of providing persuns conceited i the WChair
of Abitibi with information believed to be of interest to them.  No representation iv made or itcnded.
however, that it covers all conditions which have or may have a bearing upon tie Company’. affairs.
present or future: the statrements made are accurate, so far as the undersigned has beer bl 1a as-errain,
but he docs not represent or giarantee their accuracy.

G. T, CLARKSON,

Receiver and Manager of

Animier Powrr & Parer Unspaxy, LiviiTED



Schedule A.

ABITIBI POWER & PAPER COMPANY, LIMITLED

SHIPMENTS OF NFWSPRINT DURING PERIOD OF RIFCHIVERSITIP
(IN SHORT TONS)

1932 1933 1934 1935 1936 1937

January . o — 13,147 17,087 14,692 19.522 ’ 35,543
February . . — 12,980 18,623 15 143 20,425 29,338
March . — 13,850 23,927 21953 25,878 34.628
April — 15.376 23411 22624 27722 36,321
May . — 15,607 21,112 25,749 28,998 40,223
June . — 16,833 18.244 22.700 29.895 39.671
July . — 18,751 16,301 24,673 31,359 42,332
August — 21,046 17,297 24,301 29.440 12.735
September “11,190 16,953 17,078 25,944 31,832

Oclober.. . 15,052 17,718 18,038 30,502 36,120

November.. 17,962 16,923 20,913 28630 316,639

December.. 13,448 16,074 26,809 29,665 36,265

Total . 00,652 195,258 -239,342 2.89,592 .'..i_Sf_I-,OQS 7_30;):99_4

f Above is for
8 months)

* Abitibi was placed in receivership on September 101h, 1932~

Shipments shown are for balance of such month.



Schedule B8,
ABITIB! POWER & PAPER COMPANY, LIMITED

SHIPAENTS OF BEEACHED AND UNBLIEACIHED SULPHITE
DURING PERIOD OF RECKIV]E RSIUP

IN SIHORT TONS, B .—bleached. . unbleached,

1932 1933 1934 1935 1936 1937

B. . B. L B. L. B. U. B. L. B. U.
Januars . - = 710 440 31396 601 2435 439 3685 873 5392 944
Febroary — 1351 749 3431 754 2660 445 4368 091 S123 1433
March . 1461 1408 346 727 2322 26 1068 712 5897 11838
April... 1455 1441 2083 1059 2383 487 1448 702 3438 1166
Nav.... e — 1481 147] 2492 1036 3084 569 1785 33y 5411 15333
Tune . ) : 2757 1628 2468 492 3309 Sed 4937 283 5382 1343
July . - 3600 1138 1772 1003 3007 693 4786 481 53338 1280
August . 4233 990 2374 1080 2818 o619 4931 753 3428 869
September. . 1134%  246* 4468 876 1739 676 3343 606 4995 433 : —
Octaber. . ... 1699 333 3058 625 1823 464 3874 68t 3333 323 — —
Nosember 15321 330 1630 717 1922 386 420 848 3099 495
Decemnber . 988 492 4297 579 2126 326 1610 713 5243 439 — -

31421603 35501 12082 29294 9307 37663 7210 ST00U 7682 43651 9933
Total 6,943 17,383 18,601 14,873 04,682 53,604

{Above is tor

S months)
* For balance of month after September 10th, 1932 dute of Recoivership,

Approzimate prevailing contraci marker prices per short ton of sulphite pulp  -us 1eported
are s follows:

Bleached sulphite (New York base price) Unbleached sulphite (New York buse price)
Year 1934 0 ... ... .. ... 30 per ton June 1, 1933 10 September 30, 1933 ... 332-39
Year 1933 Lst quarter..... .. ... 33 "¢ October 1, 1933 10 March 21, 1933 A3I-H

2-3-4 quurters . . BR300 March 22, 1935 1o December 31, 19306 . 538453
“Year 1936 Ist Six Month: 330, ¢ January 1, 1937 1o Maren 31, 1937 _ 0 . A4-45

Ind Six Months R ¢ April 1. 1937 10 June 30. 1937 . 55031
Year 1937 lst quarter ... R T N Tuly 1, 1937 10 Decensher 31, 1937 $38-60

2ud quarter....o 38, 7 ¢

Srd quarter .. ... B630 T

4th quarter. . ... . $70. 77

* [n the latter part of 1936 and carly part of 1937, a shortage in the North Awevican supply of bleached
sulphite pulp occurred and report is that spot sales at prices of from B75. 10 $80. perron und even more
were puid for hmited quaniities ot sach puip at such times,
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ABI'TIBI POWLER &

Condenzed Bualunee Sheers

PAPER COMPANY,

LINMITED

exelondine contingent Fubilities referred 1o in audied

Balauce Sheets of December 31s1. 1935 and 1936, vooich Halbilities have since been
cither rednerd 1o definite amounts or set:led —-Balance Sheeis of Deeomber 3 s,

{935 ana 193 Liave been aadited

ARSI

Recoiver™s Current Assets

Cazh on hand and on deposit..

Vecounts reecivable  customers, less reserve .

Receivable from The Gl 11 NMead Compans
for newsprmt shipmen - .

Receivzabie fran other subsidiaries represented
by Current Assets 0 00

Fiventories of paper. pulp, wood and supplies
and expenditures on logy operations

Fravestiients i bonds

epesitg with Irustee lor Bondholders .

v ed

[iveztments neoand awdvances 1o wholls
subsidiarivs.. .

Divestments in ghares of Compinnes not wholls
U\\'ll('d

Povesimernos eoaudls oed eqnprece rindway -
water-powers, loausites and buldings == e
TCECTVES L L o

Timber conccasions wud ficchold thmber owned
less reserves.. e

Real Fertate and office baildings

Chantels and eqmpmean

Prepaod exponses |

22

As of dae

December 8]0

1935

% 123,301

OX9. 24 ],

794,318,

15.308%,200.

1.500,615.

18,238,438,

19.939,429.
327,004,
32,029,
(73,121,

$122.240,393.

vr of dute

ecember 3100,

1936

5 193,489,
800.367.

775003
1,504,854,
3,072,701,

71,350,

% 60617.828

Xanly,
14,928,664,

1. 50,637

18,348,561,

19.923,510.
327,032
26,795,
155,950,
£121,953.830

shacof Nueae 310 1937 has o0 been aoadined

Ns oof date
Nocust 31er,
1937

b 403,765,
986,430,

524499,

[

A7

242071,
70,450,

F o o8.441,056.
24,176,
FULU AU,

1500636

10,018,215.(a)

19,923,310,

326,746,
25,093
169,934,

$122,419.774.




Schedule C,

ABITIBI POWER & PAPER COMPANY, LIMITED

Condensed Balance Sheets-—excluding contingent liabilitics referred to in audited
Balance Sheets of December 31st, 19335 and 1936, which liabilities have since been
cither reduced o definite amounis or settled—Balance Sheets of December 31st.
1935 and 1936 have been audited —that of August 31st, 1937, has not been audited.

As of date As of date As of date
Deeember 31st, December 31st, August 31st,
LIABILITIES 1935 1936 1937
Liabilities of Receiver |
Receiver’s Certificates (secured) . % 4,008,000. % 3,650,000. § 3,000,000.
Other... ... . . . 602,967. 726,527. 740,559.

$ 4,610967. ¥ 4,376,527. % 3,740,559.

Owing on contract for purchase of shares of

Thunder Bay Paper Co., Limited . 2,727917.
Cenera! Creditors” claims incurred prior 10

Receivership . . . 352,584, 341,382, 750,147.
Reserve for contingencies 23.703. 23,705, 23,708,
3% First Mortgage Gold Bonds . $48,267,000.
[nterest accrued to Sept. 10/32 1.877.050.
Reserve for Tax rebates 17.636. 50.161.686. 30,161,686, 50.162,986.(b)

Capital Stock:
10,000 7% Cum. Prefl. Shares.. § 1,000,000.

348,818 65, Cum. Pref. Shares 34,881,800
[.088,117 Common Sha.—N.P.V. 18,964,935, 54,846.735. 54,846,735, 54.846,735.

Nominal surplus of period prior to Receivership 6,321,324, 6,762.277. 4.451,644.(a)
Available towards depreciation and bond
interest from operations during period of

Receivership.... . . ... ... .. U 3,195,675, 5,443,538, 8,443,998,

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

Intercst or dividends accrued to July 1, 1937:
(a) Upon lst Mortgage 59 Bonds (including interest on arrcars) $15,189.022.
(b) Upon 79, Preference Shares 3 402,500,
(ry Upon 6% Prefercnce Shares $15.080,675.

CoNTINGEXT L1aBILITIES

Newsprint Institute of Canada claim $600,019. is cxpecied to be withdrawn,

ta) Reduction is largely attributable to transfer of the Cryztal Falls Developnient 1o The Hydro-Elecirie
Power Commission of Ontario and the writing ofl of its book value as carried on Abitibi's books,
{b) Includes $1300 intercst coupons to December lst, 1931, which are unpaid.
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