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In_tue MatTir or

Abitibi Potver & Paper Companp, Limited

SEVENTH REPORT

of Receiver and Manager

Attached hereto s audited Balance Sheet of Abiubt Power & Paper Company, Limited, as of
date December 3lst, 1938, tozether with statement of the results of operations for the year ending on
such date; also attached are audited Balance Sheets and Profit and Toss Accounts, as of the same date,
of certain of the subsidiaries of the Company,

According to statistical reports shipments of newsprint by Canadian mills amounted to 2,515,995
tons in 1938, as compared with 3,654.669 tons in 1937 and 3,247,954 1ons in 1936: the reduction of
[.138,673 tons in shipments during 1938, as comparcd with those of 1937, was--according fo such
statistical reports —comprized of:

reduction in shipments to The United States 1,028,340 1ons
reduction 1u shipments to Canadian customers 60,356 tons
reduction in shipments to Overscas markets 49,977 tons

The reduction in shipments to The United States was attributable 1o a falling off in consumption there
during 1938 of abour 400,000 tons; the consumption in 1938 of about 350000 rons (as estimated)
of excess stocks of newsprint bought in and carried over from 1937; and the purchase during 1938 by
United States publishers of an increased proportion of their requirements from United States and
Foreign mills at prices lower than those being charged by most Canadian companies.

Newsprint produced by Abitibi Power & Paper Company, Limited, and its subsidiaries in 1938
amounted to 293,444 tons, or 191,773 tons less than that praduced by them in 1937: such newsprim
was manufactured

92,872 tons at the Iroquois Falls (Ontario) mill
54,870 tons at the Sault Ste, Maric (Ontario) mill
42,866 tons at the Port Arthur (Ontario) mill
28,470 tons at the orr William (Ontario) mill
41,414 tons at the Pine [alls (Manitoba) mill
32,952 tons at the Beaupre (Ste. Anne, Quebec) mill

in accord with the requirements of the Governments of Ontario and Quebec that the newsprint mills
in such Provinces should be operated at approximately equal rates of production—as compared with
their respective capacities—in order to provide employment for labor and the use of natural resources
in the localities in which they are located. Of the 291,481 tons of newsprint shipped by Abitibi and its
subsidiaries in 1938, 4,848 tons were sold to other manufacturers.

The general base contract market price charged bv the majority of Canadian mills for newsprint
sold in The United States during 1938 was $50. per ton f.o.b. mill with costs of freight allowed to
destination by the manufacturer; such price has been centinued for 1935,

With reduction in market demands therefor, sulphite pulp produced by the Smooth Rock [Falls
mill of Abitibi amounted to 34,288 tons in 1938, as compared with 60,307 tons in 1937, In 1937 the
price of bleached sulphite pulp—delivered at New York dock—was 854, per ton for the first quarrer
of the year, 358, per ton for the second quarter, and 365. per ton for the third quarter: on October [st,
1937, the price was raised to $70. per ton, being subscquently reduced to 360, per ton on December 17th,
1937. During 1938 the price was $60. per ton up to June lst, when it was reduced to $55. per ron,
On August [0th it was further reduced to $50. per ton, ar which price it has since continued down 10
the date of this Report.

Attached as Exhibit 1 is audired Balance Sheet of Abitibi Power & Paper Company, Limited,
G. T. Clarkson, Receiver and Manager, as of date December 3lst, 1938, and—{for purposes of com-
parison—similar Balance Shect as of date December 31st, 1937: the following comuments are made in
respect of items contained in that of December 31st, 1938 —

A comparison of Receiver's current assets and liabilitics as of date December 31st, 1937, and
December 3lst, 1938, shows as follows:



Rrecriver's CURRENT AssETS @

as of date December 31st, 1937, o . B 9.691,665.12
as of date December 31st, 1938, .. oo . : 12,731,926,50
INCTeasc........ o e $3.040,261.38
Receiver's CURRENT LIABILITIES :
as of date December 31st, 1937 . ... $ 4,389,094 42
as of date December 31st, 1938, $4,634,359.56
Contingent Reserve, hercinafter referred to 710 .000.00
—_— 5.384,359.56
Increase. ... .. . L o 993,265, 14
Net Improvement.. . .. ... ... ‘ e B2044996.24

Included in Receiver's current liabilities on December 31s1, 1938—as above stated--is the sum
of $750,000., which has been sct aside, with the approval of Court, as a Contingent Reserve: such
reserve has been cestablished in accord with preper accounting practice against possible—but nat
certain—losges which may be sustained in conuection with certain receivables owing to the Company
and ns subsidiarics, and also as a protection against uIlfore\eLn and other contingencies. In additian
ro such v Coutingent Rescrve—and as mcmmnul i a previous Report —a reserve of $300,000. is main-
tained in rezpect of pulpwood inventories: other spcmﬁc reserves hc]d— and not believed 10 be presently
required for the purposes for which they were set up—were cstimated to amount to about $102,000.
on December 3st, 1938, The amounts of Recciver's current assets in cach of the vears 1937 and 1938
—as above shawn—are after deduetion of such pulpwood and other specific reserves.

In February, 1939, about 60,000 cords of pulpwood at the Beaupre mill of Ste. Anne Paper
Company, Limited—an Abitibi subsidiary—were destroyed by fire: such pulpwood wax adequately
insured. Other pulpwood on hand there and not destroved is sufficient in quantity to enable operations
of the mill to be continued.

I'xpenditures snade and liabilitics incurred during the vear in connection with capital improve-
ments 1o prepertics of the Company amounted 1o $3257,193. (nel); the more important items
thereof waerg—

(2} A1 Iroguois IavLus (OxTario) :
lixtension of railroad in pulpwood limits and cxpenditures on townsite,

houses, ete,.. ... U T . . % 12,110,
(5) Ar SmootrH Rock Farrs (Oxtario)
Installation of direct chlerination bleaching plant, ete.. ... . . . . 189770,

{c} At Porr ArRTHUR (OxTaARIO) !
For Nipigon Lake and River improvements, and equipment ... . | 11,144,
Fxpenditures made upon and obligations incurred in respeet of capital improvements te the
properties of wholly owned subsidiary companies amounted in 1938 to $83,345,; the morc importan
iems included thercin were-—
(d) At Bravrre (QuEnLc) :
For installavion of barking drum, wood room and other improvements. . 3 37.42],
() At Port ArTuur (OnTario) :
For installation of groundweod refiners, sulphite screens and suctien presses 42 886,
In or about August, 1936, Abitibi Officials reported to the Abitibi Bondholders’ Representative

Committee that if certain replacements, repairs and improvements—uwhich such Officials suggested—
were to be made to the properties of the Company and its subsidiaries they would cost

for replaccments, repairs, and to cover deferred maintenance—as then estimated.. . 32,015,232,
for improvements—as then estimated. ... e o o 6,299,039,
Total.... ... . , . oL B8314.271.

and result in increasing the capacities of the newsprint nan (}f ‘ilIC]'l cempanies by approximately
93,310 1ons per annum; also, that if such mills werce thereafter 10 be operated to such full increased
capacities, savings in costs of manufscture (prior to charges for interest and depreciation) would, in
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their opinion, amount to approximately $1,057,623. per annum. ILixpenditures made and obligations
incurred up to December 31st, 1938, in connection with such suggested improvements, replacements
and repairs amounted to —

(a) for repairs and deferred maintenance—charged to costs of operation ... . ... $ 637,003,
(b) for improvements to properties— added 10 the capital costs thercof .. 2,149,610.
Toval... o e B2.786,613.

During the period of Receivership up to December 31st, 1938, expenditures upon maintenance and
repairs Lo the properties of the Company and its subsidiarics were—

In the period September 10th, 1932, 10 December 31st, 1932, . . .. % 231,807,
Year 1933 . R . 712,922,
Year 1934 o e 855,830
Year 1935 . L L . A 970,941,
Year 1936, S D e 1,183,377,
Year 1937 y L e 1955713,
Year 1938, . . e 1,260,969,

Suclr expenditures were charged to costs of operation or, where applicable, to the costs of carrying
idle mills: the quantities of newsprint and pulp produced by operating mills in each of such vears
had a direct bearing upon the amounts required to be expended therein for the maintenance and repair
of such mills.  Lixpenditures in rhe years 1936, 1937 and 1938 {nclude those in (a) of the preceding

paragraph mentioned.

Attached as Iixhibit I-B is an audited statement showing the results of operations of Abitibi and
its wholly owned subsidiaries for the twelve months ending December 3151, 1938: the following com-
ments are made in respect of items contained therein—

{a) Costs of carrying idle properties amounted 1o $187,618.90

(b) Lixcess of income over expenditures, prior to depreciation and bond interest, amounted in
the year 1o $2,983,256.33, as compared with $4,838,965.18 in 1937 and $2,185,188.76 in 1936, Afwer
charge of $1,785,000. for depreciation of the propertics of the Company and its subsidiaries during
the year, a balance of $1,198,256.33 remained towards charges for bond interest.

In the Balance Sheet of December 31st, 1937 (shown on Fxhibit 1 hereto) the accumulated amount
available towards depreciation and bond interest from operations during the Receivership period up
10 December 3st, 937, was shown as $8,460,775.52, after deduction of $1,785,000. for depreciation
during the year 1937, Iarly in 1938, such charge for depreciation was increased by $650,000., and
the $8,460,775.52 reduced to a similar extent,

[n the period of Receivership between September 10th, 1932, and December 31st, 1938, carnings
of Abitibi and its wholly owned subsidiaries amounted—as per audited statements, but prior to charges

for depreciation and bond interest, and prior to transfer af $750,000. to Contingent Rescrve—
RS $13,229,031.85

1o which has to be added—

(a) Provision made for amortization of costs of purchasc of The G. H. Mead

Company shares . 146,000.00

(#) Provision for depletion of timber charged as costs of operation.. .. ... . 121,964.74
$13,496,996.63

(¢) Proceeds received from the sale and collection of sundry investments...... 126,821.29

(d) Cash deposits on timber limits applicd towards payment of dues on
pulpweod cut, e :

49,676.60
1,300.00

() Bank deposits covering bond coupons outstanding—reclaimed.. ...

$13,674,794.52

Towul.... . ... L OO



Forward......... .. . ... . . $1367479452

To December 31st, 1938, the following expenditures and transfers had been made out
of such carnings and reccipts @
{fi In payment of claims secured in priority to
those of Bondholders
{1} Settlement of claim sccured upoen
the shares of Thunder Bay
Paper Co., Limited ...............
(2) Interest on Bank leans made prior
to Receivership and  sccured
upon inveutories, and recelv-
ables of the company and the
common shares of Provincial
Paper, Limited.. ... ... . 178,961.00
——— $2,293,070.04

$2.114,109.04

(g) On capital Improvements and addirtions to
properties...... o $2351,215.69
In purchasc of The G. H. Mead Company... 746,000.00
S $3.297,215.69
(hy In payment of Abitibi Bondholders’ Protective Committee

expenses—incurred prior to receivership.... e 50,319.39
$5,640,605.12
(i) Cash deposited with the Trustee for Abitibi Bondhelders ... 32,730.15
{(7) Transfer to Contingent Reserve hereinbefore mentioned. . .. 750,000.00
— § 06,423,335.27
Leaving an impravement in Working Capital position of ... . . $ 7,251,455.25

During rhe pericd of Receivership to December 31st, 1938, overdue and unpaid interest upon the First
Mortgage Bonds of the Company (including interest on overdue interest) increased by $18,016,328.12.

AGREEMENT WITH PrRoOvINCE OF ONTARIO :

In the Sixth Report of the undersigned reference was made o an Agreement bearing date of
June 24th, 1937, in which rhe Province of Ontario undertook that if within one yvear from the dare
thereof—or within such further time as the Government of Outario might consent to —Abitibi should
be reorganized or rearranged, or its undertaking and assets should be sold to a new company upon a
basis sancrioned by and with the sauction of the Supreme Court of Ontario —and in any case on a
basis satisfactory to the Province-—the Proviunce of Ontario and The Hydro-Electric Power Com-
mission of Ontario would enter into an agreement with the rearranged, reorganized or new Abiribi
company to carry into cffect various provisions set out in a Schedule attached to the Agreement,
including —amongst other things—rthe grantiug of new concessions in respect of timber limits, the
walving of defaults and the reinstatement of power and water rights, and an undertaking by The
Hydro-Electric Power Commission of Ontario not to exercise—for certain extended periods of time—
certain rights of expropriation of power propertics: all upon the terms and conditions more specifically
set out in such Schedule.

Under date of March 9th, 1939, an Order-In-Council-—approved by the Licutcnani-Governor of
Ontario—was passcd providing that if aud when a reorganization or rearrangement of the Company
is duly completed or if and when a sale of the entire undertaking and assers of the Abitibi Power &
Paper Company, Limited, is duly approved or directed by the Supreme Court of Ontario and such
sale duly completed, then the various provisions of the Agrecment dated 24th of June, 1937, other
than those mentioned in Clause 2 thereof, but including those set out in Schedule “A” 10 the said
Agreement, be carrled into effect with the reorganized or rearranged Company or the purchaser under
such sale or any assignee of such purchaser, and thar such a reorganization, rcarrangement or sale
shall be deemed a basis satisfactory to the Government as required in Clause 3 of the said Agreement;
and, further, that if a reorganization or rearrangement of the Company or if a sale of its undertaking
and assets as contemplated above has not been effected by the Ist of April, 1940, the provisions of
any Order-in-Council, passed in pursuance of that of March 9th, 1939, may be rescinded upon six
months’ notice in writing to Montreal Trust Company (Trustee for Abitibi Bondholders), Abitibi
{acting through its Ligquidator) and the uudersigued as Receiver and Manager of Abitibi.  (Note:
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Clause 2 above referred 1o provided for the release by the Provinee of Ontario and The Hydro-Llectric
Power Commission of Outario of cerrain claims against Abiribi and its subsidiarics, in consideration
of the transfer to the Commission of the so-called Crvstal Falls development —such transfer has been
completed and the release received.)

ReLaTIvE To REORGARIZATION ©

A plan called “Plan of Sale of Assets and Reorganization’ dated July 21st, 1937, was prepared
by ithe Abitibi Bondholders” Representative Commitiee and submitted to a meering of Boudholders
held on October 15th, 1937, when 1t was approved by a large majority of Bondholders present and/or
voting by proxy al such meeting. Subscquently application was made to the Supreme Court of Onsario
for approval of the plan, when it was opposed by representatives of minority Bondholders, the Liqui-
dator and eertain junior security holders, following which such approval was refused: thereafier an
appeal to the Court of Appeal of The Supreme Court of Ontario was taken when the judgment of the
lower Court was upheld.

The Liguidator of Abitibi, Mr., R. S. McPherson, also prepared a plan called a “Plan of Com-
promisc and Arrangement” and made motions to the Court for the calling of meetings of Bondholders
and Shareholders: such motions were adjourned and are not disposed of.

A plan of procedure on behalf of Bondholders for the purchase of the assets of Abitbi Power &
PPaper Company, Limited, by a new company, has recently been prepared and made public by the
Abitibi Bondholders’ Protective Commitice; a plan for reorganization of Abitibi Power & Paper
Company, Limited has also been prepared and made public by a Committee representing holders of
Preferred Shares of such Company; comments upon such plans have been issued by Abitibi Bond-
holders’ Defensive Comumittee, representing certain minerity Bondholders of Abitibi, and by Com-
mittees recently formed to represent unsecurcd Creditors and Commen Stockhbolders of the Company.

REeraTive 1o BoxprioLpers” ReprEsENTATIVE COMMITTEE !

The undersigned again desires Lo express his appreciation of the continued service and assistance
rendered by the Abitibl Bondhelders’ Representative Committee and in particular by the Advisory
Commitree thereof comprised of Mr. J. P. Ripley, President of Harriman Ripley & Co., Incorporated,
New York; Mr. W. [ Somerville, General Manager of 'The Mutual Life Assurance Company
of Canada, Waterloo, Ontario; and Mr. Edward L. Reid, Managing Director of The London Life
Insurance Company, of London, Ontario, in connection with the many problems and matters required
1o be dealt with in the Receivership.

This Report is supplementary to the Reports of the undersigned Reeeiver issued under dare of
February 28th, 1933, April 30th, [934, April 15th, 1935, May [2th, 1936, March 23th, 1937, and May
6th, 1938, and in preparing it the Recciver has had in mind the desirability of providing information
as certified by the Auditors’ Reports relative to the results of operations for the period of Receivership
between January 1st, 1938 and December 31st, 1938; also of giving in a general manner a broad view
of matters with which he has been called 1o deal. Tt is not intended, however, that the Report should
exhaustively enter into all the numerous questions which have arisen in connection with the affairs of
Abitibi Power & Paper Company, Limited, or those of subsidiary corporations, or make any repre-
sentations or convey the impression that all matters which have or may prove to have a beanng upon
the affairs of the Companies arc made mention of in the Report. Statements attached and figures
mentioned in the Report are accurate so far as the undersigned has been able to ascertan but he does
not represent or guarantee their correciness,

G. 1. CLARKSON,

Toronte, Mav [3th, 1939. Receiver and Nanager.
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Ix e MaTtTER OF

ABITIBI POWER & PAPER COMPANY, LIMITED

T, CLARKSON, Recrivir axp MaxNaGrr
AND
SUBSIDIARY COMPANIILS

FINANCIAL STATEFMENTS DECEMBIR 31,

INDEX TO EXHIBITS
In the Marter of

Anrtinr Power & Parer Cosraxy, LisiTeED,
G. T, Crarksoy, Recelver and \I:mag( o

Balance Sheet, December 31, 1938,
{(showing '11‘»0 for COI’r]paIalJVL plIlp()HC\ thc a%clb and llﬂbllltl(‘-u al DLCCI‘I]bLl"
31, 1937, as shown by the statement thereof contalned in the sisth report
of the Recciver and Manager dated May 6, 1938)

Statement of Nominal Surplus for period prior to Receivership as shown by
balance sheet as at December 31, 1938,

Staternent of amount available towards depreciation and bond interest from
operations during Recelvership period (mcludm" also the results of wholly
owned subsidiarics, but exclusive of Provineial Paper, Limited}..

Statement showing results from operations for the year ending December 31, 1938
(including also the results of ’WhO“} owned subsidiaries, but cxclum.c of
Provincial Paper, Limited) ..

Mawrrosa Parer Company, LIMITED AXD 118 SURSIDIARIES

Consolidated Balance Shcct December 31, 1935 .
Consolidated Statement of Surplus and PProfit and Loss for the year Lndmo
December 31, 1938 S

StE. Axxe Parer Compaxy, LIMITED AND ITS SUBSIDIARIES !

Consolidated Balance Sheet, December 31, 1938, SUTR e
Consolidated Deficit Account for the vear (.lldlIlE Du:cmbcr 31 1938 ...............

Tuuxper Bay Paper Co., LiMITED :

Balanece Sheet, Dece mbtr 31, 1938 .
Deficit J\ccount for the vear cndmiz I)u.cmbar 31 1938

Aprtist Lrecrric DeveroryeyT Cosmpany, LiviTep ¢

Balance Sheet, December 31, 1938 .. . ... :
Surplus and Profit and Loss Account for the vear endmg December 3] 1938 .

KaMinistiouia Power Co., LIMITED @

Balance Sheet, December L0938 ..
Surplus and Profit and Loss Account for the year eudmg December ’il 1938

MarracaMmr Ranroan CoMpany

Balance Sheer, December 31, 1938, -
Surplus and Profit and Loss Account for the year cmlmq December 31 1938

Provivciarl Parrk, LiMiTED :

Balance Sheet, December 31, 1938, e
Surplus and Profit and Loss Account for the }ear endmg December ?I 1938 .
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AUDITORS CERTIFICATE

PRICE, WATERITOUST. & CO. Rovar Baxk BurLmixe
ToroxTo
) May 12, 1939
G, T, Crakgson, [Esq., Receiver and Manager,
Aprrinr Power & Parrr Coseaxy, Livrren,
ToroxTo, OxTARIO,

Dear Sir :

We have made an examination of the books and accounts of Abitibl Power & Paper Company,
Limited, G. T. Clarkson, Receiver and Manager, and kave been furnished with all the informarion
and explanations which we have required.

The profits and losses of all subsidiary companies {exeepting Provincial Paper, Limited) for the
vear ending December 31, 1938, as shown by the accounts of such companies, have been incorporated
m the attached statement of resuits fram the operations of the Recelver and Manager of Abitibi Power
& Paper Company, Limited.

Provision has not been made in the accounts of the Receiver and Manager for interest accruing
on the Five Per Cent. First Nortgage Gold Bonds sinee September 10, 1932, similarly, provision
has not been made for depreciation of buildings, cquipment and properties in the accounts of the
Receiver and Manager of Abitibi Power & Paper Company, Limited, nor in the accounts of the sub-
sidiary companies (other than Provincial Paper, Limited and The G H. Mead Company} for the
period from September 14, 1932 1o December 31, [936; during the two years ending December 31, 1938,
however, amounts aggregating $4,220,000.00 were provided for depreciation in the accounts of the
Recciver and Manager of Abitibi Power & Paper Company, Limited and in the accounts of the sub-
sidiary companies {exclusive of the amounts provided by Provineial Paper, Timited and The G. H,
Mead Companv). No provision has been made since September 10, 1932, for the amortization of the
book values of timber concessions in the accounts of the Recetver and Manager of Abitibi Power &
Paper Company, Limited, nor in the accounts of the subsidiary companics.

Under authority of the Court, an amount of $750,000.00 was transferred as of December 31, 1938
1o Contingent Reserve from the accumulated amount available towards depreciation and bond interest
from operations during the period of the Receivership to December 31, 1938, Such transfer was
made in connection with a substantial account owing to The . . Mead Company by one of its
largest customers for which, we arc informed, certain security is held the value of which is impossible
ro determine at this time, and to provide for certain other contingencies,

In the case of certain of the timber concessions and licenses the conditions required to be observed
have not been fully complicd with; what liability, if any, the company may be under in this connection
cannot be determined at the present time.

Subject to the foregoing remarks and to the values at which the mvestmeants in cerram subsidiary
companics, and in buildings, equipment, propertics and timber concessions are carricd, we report that,
in our opinion, the accompanving balance sheet shows the true financial position as at December 31,
1938 of Abitibi Power & Paper Company, Limited, G. T. Clarkson, Recelver and Manager, according
to the best of our information and the explanations given to us and as shown by the books,

Yours verv truly,

PRICE, WATERHOUSE & CO.



Ix tus Marrek or

ABITIBI POWER & PAPER COMPANY, LIMITED

G T CLARKSOXN, RecrvEr axp Maxacer

BALANCIE SHELT

(showing also for comparative purposes the assets and liabilities ar December
31, 1937, as shown by the statement thereof contained in the sixth report of the

Recerver and Manager dated Mayv 6, 19385,

Recrerver's Currpnt AssoTs @

Cash on hand and on deposit. . ... 3

Accounts receivable, customers’, less

TCSeIrves ...

Receivable from The G. H. Mead
Company for newsprint shipments. ...

Receivable from other subsidiaries rep-
resented by current asseis...............

Inventories of paper, pulp, wood and
supplies on the basis of cost less
reserves, as determined and certified
to by respomsible represcntatives of
the Receiver and Manager, and ex-
penditures on logging operations. . ...

Investments i bonds. ... .

Derosits witn  TrRUSTEE ToOR

TOLDERS oo e et
[NVESTMENTS IN THE SECURITIES OF AXD
Apvaxces 1o WHonLy (hwyep SuBsi-
DIARIES {See Notc [):

Investments in and advances to wholly
owned subsidiaries (exclusive of The

G. H. Mead Company}............... S

Lesi—Amount included with Receiver's
Current Assets above, represeunted by
current assets (including those created
from Recciver’s advances) as shown
by the books of subsidiary companics....

Investment by Receiver in purchase of
shares of The G. H. Mecad Company.....

Forward ... . ...

ASSETS

December 31, 1937

126,069 96
331,622.67
1,495.305.54

2,633.474.72

4,814,742.23
70.430.00

#46,216.667.72

2,633,47+4.72

$43.563,193.00

600,000.00

ool

$ 9,691,663.12 ———

94,693.02

14,163,193.00

$33.949,553.14

DICEMBIEIR 31, 19338

December 31, 1938

536.286.21
449.748.5+4
2,001,289.94

-

3.575.830.706

6.299,321.05
69.450.00

§46,084,020.09

3,575.830.76

£42,508.189.33

600,000.00

$12,731,926.50

62.205.31

143,108,189.33

33390232114



Exhibit 1
Ix 1uw Marrer or
ABITIBI POWER & PAPER COMPANY, LIMITED
G T CLARKSON, Recriver axp Maxacer

BATLANCE STIFIVT DECEMBER 31, 19338

(shewing also for comparaiive purposes the assets and liabilities at Decentber

31,1937, as shown by the statement thereof contained in the sixth report of
the Receiver and Manager dated Mav 6, 1938),

LIABILITLES

December 31, 1937 December 31, 1933
Suxpry Loasinries or Recrivier
Wages accrued and pavable. .. % 90,121.23 & 7223734
Sundry scceunts pavable 764,0533.19 0496150
Recerver’s certificaves (sceured), . 2,600,000.00 4.000,000.00
Liabilities on contracts {for boats under
construction.. . 928,920.00 3716042
e R 438009442 % 4,634,359.56
Contingent reserve . — 750.000.00

$ 4.3589.094.42 P 5,384,359.56

GeExrran CremrTors’ Crams INCURRED i
Prior o Receiversme . 730,002.82 749853752

RESERVE FOR CONTINGENCIES. ... . 23.704.72

Five Prr Ciexr st Morreace Gorp
Boxps :

Outstanding #48,267,000.00 S48, 267.000.00
Unpaid interest coupons due December 1,
1931 and prior.........on [,300.00 1,300.00
Interesi acerued to September 10, 1932 1,877,030.00 1,877.050.00
Reserve for tax rebates. . .. 17,636.41 17.636.41 .
—_—— 50,162986.41 ——————————  50,162,986.41
Forward. oo %33.325.788.37 %36.297.203.29



Ix 7 Marrer or

ABITIBI POWER & PAPER COMPANY, LIMITED

Cr. T CLARKSON, Receiver anp Maxacrr

BALANCIE SITEET

I'orward
[XviESTMENTS 18 SHARES 0F CORPORATIONS
Orner  Tuax Wuornny Owxen  Sunsi-
DIARIES !
Sharex of Provincial Paper, Limited «t
arbitrary value of . ... ... . .
Miscellaneous, less reserves. ..

IxvesTarxTts 1x Minns axp Kouiraest,
Rartewavs, WaTerrowrrs, TowssiTEs
axp Buinpixgs :

{after deducting reserves for  depre-
CLALION)
Boars Uxper CoxsTRUucTioN UxpER
AvTtnority or CourT. ... UUUU RS

Tivper Coxcessions axp FrrenoLn
TrsBER OWXED ;
{after deducting depletion and other
TESETVES) .o e, TR

Rearn [KsTaTe axp Orrice Buinpryos... .
CHATTELS AND LQUIPMENT

PrREPAID NXPENSES ... ...

NoTes —

ASSETS

Dccember 31, 1937

% 1,500,000.00
635.00

$ 5394955314

1,500,635.00

16,186,156.42

940,845.00

19,907,560.74
326,971.69
38,336.68
237,198.11

$123,087,256.78

DECEMBER 31, 1938

December 31, 1938

% 53.902,321.14

% 1,500,000.00
635.00
1,500,635.00

46,032,633.19

19,894,049.39
327,039.25
27,829.98
206.553.22

$123,891,061.17

[.—With the object of showing the net amount of the Invesiments in and Advances to wholly ewned
- Subsidiary Companies, the advances and charges by the Abitibi Company and by the Receiver
and Manager of the Abitibi Company to such subsidiarics are added to and grouped with the
investments in the subsidiaries; similarly the accounts pavable to the subsidiarics are deducted
from the investments in the securities thereof. During the period of the receivership the Receiver
and Manager has advanced $4,141,745.72 to subsidiary companics to cover losses in operations
andfor costs of carrving shut-down mills-—also to permit such companies to liquidate liabilities
and te purchase pulpwood. At Dccember 31, 1938, the Receiver and Manager was indebted to
other subsidiaries for $1,939,322.35, chicflv for power supplicd and collections retained,

[I.-—Dividends on 7% Cumulative Preferred Stock are paid 1o September 30, 1931, Dividends on 6%
Cumulative Preferred Stock are paid to March 31, 1931,

Lo



Exhibit 1 -cont’d,
Ix tue MaTrir or
ABITIBI POWER & PAPER COMPANY, LIMITED
G. T, CLARKSON, Recerver axn Maxacrr

SALANCE SHERT DISCENMBER 31, 1938
LIABILITIES
December 31, 1937 December 31, 1938
IForward P 55,325788.37 $ 56,297,203.29

CaPITan STOCK @

10,000 shares 79; Cumulative Preferred
Stock of $100.00 cach..... ... $ [,000,000.00 , 4 1,000,000.00
348,818 shares 69 Cumulative Preflerred
Stock of $100.00 cach (including
116 shares deposited {or exchange of
shares of The Spanish River Pulp and
Paper Mills Limived). ... ... 34,881,800.00 34,881,800.00
1,088,117 shares Commen Stock without
nominal or par value {(including 67
shares deposited for exchange of shares
of subsidiary companies) ... ... 18,964,935 .43 18,964,935.43
——— 34846,7354) ———————————  54840,735.43
NosmixaL Surrrus of Perron Priox 1o

RECEIVERSHIP. ..o e, , 4,453,957.46 4.488,090.60

Baraxcr or AaoUunT AvalLasLE Towarbs
Derreciatioxy axp Boxp InTEREST FROM
OreraTions Durixeg REeEcEivirsuie
Perion :

(after deducting provisions for depre-
clation in respect of the two years
ending December 31, 1938 aggre-
gating $4,220,000.00 and amount of
#750,000.00 set aside as a Contingent
Reserve under authority of the Court)

—loxhibit 1-B... 8,460,775.52 8,259,031.85

$123,087,256.78 $123,891,061.17

e

This balance sheet is issued subject to the important questions as to values of certain of the assets and
10 other matters as referred to in our report dated Mav 12, 1939,

PRICLE, WATERHQUSIE & CO.,
Auditors.
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Exhibit 1-A

Ix e MaTtTER O

ABITIBI POWER & PAPER COMPANY, LIMITED

GO CLARKSON, Recrivir axn Mavagur

STATEMNENT OF NOMINAL SCRPLUS FOR THIE PERIOD PRIOR TO RECIIVISRSHIP AS
SHOWN BY BALANCE SHEIT AS AT DECLEMBER 31, 1938

PaARTICULARS Asouxnt

Nominal Surplus for period prior to Seprember 10, 1932, as per balance

sheet at December 31, 1937, . ... .. ... b 4.453937.46
Abp :
Adjustment ol aceount with Newsprint Institure of Canada.... . S 10,428.42
Adjustment of reserve provided as of Seprember 10, 1932, . 13.704.72
e 34,133.14

NOMINAL SURPLUS FOR PERIOD PriOR 10O Seceremsrr 10, 19320 3 rir
BALANCE SHERT A5 AT Drceyser 31, 1938 % 4.4R88.090.60



I THE MATTER OF

Exhibit 1-B

ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLLARKSON, Receiver anp MaxageEr

STATEMENT OF AMOUNT AVAILABLE AS AT DECEMBLER 31, 1938, TOWARDS
DEPRECIATION AND BOND INTEREST, FROM OPERATIONS DURING

RECEIVERSHIP PERIOD

{Including aiso the results of wholly owned subsidiaries, exclusive of Provincial Paper, Limited)

PARrRTICULARS

Balance as at December 31, 1937 after deducting amounts of $1,785,000.00
provided for depreciation for the year ending December 31, 1937
{including provisions shown on books of subsidiary companies) .........

Debucr:

Further amounts provided in respect of depreciation for the year
ending December 31, 1937 (including provision shown on books
of subsidiary company)

App :

Amount available for depreciation of mills and properties and
towards bond intercst {rom operations for the year ending
December 31, 1938 as per statement on Fxhibit 1-C attached...

Less—Amount provided for depreciation for the year ending Decem-
ber 31, 1938 {including provisions shown on books of subsidiary
companies)

Depucr :

AMOUNT

$ 8,460,775.52

650,000.00

5 2,983.256.33

1,785,000.00

Amount set aside as a Contingent Rescrve as per order of Court (see reference thereto

in auditors” report as anncxed)

Bavrance as aT Decemper 31, 1938, CARRIED To BaLaNcE SHEET..........

13

$ 7,810,775.52

1,198,256.33

$ 9,009,031.85

750,000.00

$ 8,259,031.85



In THE MATTER OF

Exhibit 1-C

ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSON, RECEIVER AND MANAGER

STATEMENT SHOWING THE RESULT FROM OPERATIONS FOR THE YEAR ENDING

DECEMBER 31, 1938

(Including also the results of wholly owned subsidiaries, exclusive of Provincial Paper, Limited)

ParTiCcULARS AmounTt
INcoME :
Sales of newsprint and pulp......... $14,109,003.80
Sales Of POWET ..o e 621,765.88

$14,730,769.68
Lz;.r——Operatmg costs, including administration, superintendence,
selling and general expenses, but before pr0v1d1ng for deprecia-

tion and bond interest....... ... e, 11,370,546.30
B 3,360,223.38
Add—Premium on U.S. funds (net)........... 57,246.31
ADp :
Interest and discount earned (net)...............coooiiiii.. e, b3 87,954.86
Sundry minor operating profits...................... OSSOSOV 3,195.90
DepucT :

Cost of carrying idle mills and timber concessions

tributary thereto :
Mill idle costs including carctaking and

INSUTANCE. .o ee e seeare e $72,599.25
Taxes on mills and townsites..........coceeo o, 5§5,952.58
Timber concessions—taxes, licenses and fees...... 59,067.07
—— § 187,618.90
Interest on Recelver’s certificates and overdraft............................ 191,250.32
Cost of issue of Receiver’s sixth report...........ccon 2,706.04
Provision for bad and doubtful accounts receivable................... .. 8,000.00
Provision for legal and audit expenses....................................... 48,000.00
Paid to Receiver in respect of remuneration............................ 48,000.00
Provision for UJ.S. Federal taxes on interest and dividends received. ... 13,493.51
Depucr :
Cost of obtaining special reports under authority of Court.............. ¥ 12,237.25
Expenses of Liquidator.. ... 2,706.40
Costs of parties represented on motion for approval of Rlplcy plan
for sale of assets, as taxed by the Court ..o o 11,311.70
BALANCE AVAILABLE FOR DEPREC[AT]ON ofF MiLLs anp PROPERTIES AND
TowARDS BOND INTEREST .....cccooiiiiiii e e
DEepucT :

Amount provided for depreciation for the year ending December 31, 1938 (including
provisions shown on books of subsidiary companies).................

Bavrance, caRRIED TO Exmisrr 1-Bo.

$3,417,469.69

91,150.76

$3,508,620.45

499,108.77
$3,009,511.68

26,255.35

$2,983,256.33

1,785,000.00
$1,198,256.33

Nore: See auditors’ report annexed relative to transfer of $750,000.00 to Contingent Reserve from the
accumulated amount available towards depreciation and bond interest from operations during the

period of the Receivership to December 31, 1938.
14



MANITOBA PAPER COMPANY, LIMITED

and its Subsidiaries

Balance Sheet and
Profit and Loss Account
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MANITOBA PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
PINE FALLS HOTEL COMPANY LIMITED

PINE FALLS HOSPITAL LIMITED

CONSOLIDATED BALANCE SHEET DECEMBER 31, 1938
ASSETS
CURRENT ASSETS :
Cash on hand and on deposit........ ... ... e 3 13,195.61
Sundry accounts receivable, Iess reserve ... 100,162.08
Receivable from The G. H. Mead Company for newsprint shipments 230,326.21

Inventories of paper, pulpwood, materials and supplies, valued on
the basis of cost less reserves, as certified to by responsible
officials of the company, and expenditures on logging operations 982,328.23

% 1,326,012.13
Owing By AFFILIATED COMPANY :
G. T. Clarkson, Receiver and Manager of Abitibi Power & Paper
Company, Limited for collections retained............................ 315,442.49
—  § 1,641,454.62

Orner AsseTs aNp DEFERRED CHARGES :

Deposits with Trustee for Bondholders........................ T 3 5,904.99
Claims..... . ..o 4,883.26
Unexpired insurance, et oo oot oo e 15,059.17
_— 25,847.42
Fixep AssETs :
Plant, machinery and equipment, at cost, including therein expendi-
tures on preliminary development of project, premiums paid on
acquisition of stock of predecessor company, etco...............oco.... 3 9,977,845.68
Lands, timber limits, undeveloped water power, etc., at valuation
placed thereon by the management at inception of company
plus cost of surveys....... ...l ST 6,101,637.09
_— 16,079,482.77
$17.746,784.81

. ——————————

NoTe—Investments in and advances to Manitoba Paper Company, Limited are carried on the books of
Abitibi Power & Paper Company, Limited and on the books of the Recciver and Manager thereof,
as follows:

As at As at
December 31, December 31,

1937 1938

Investment—
59, First Mortgage Bonds with interest accrued thercon to August

3L, 103 e e e $ 7,011,562.50 § 7,011,562.50
Capual Stock (35,000 shares).... PR 1,500,000.00 1,500,000.00
Balance in Earned Surplus ACCOUN ..o oot e 2,958,008.58 2,978,448.89

$11,469.571.08 311,490,011.39
Add—Balance owing by Manitoba Paper Company, Limited to Abitibi
Power & Paper Company, Limited. ... 1,591,926.58 1,591,926.58

$13,061,497.66 $13,081,937.97

Less—Balance owing to Manitoba Paper Company, Limited by Receiver
and Manager of Abitibi Power & Paper Company, Limited,
before charging Manitoba Paper Company, Limited with
any interest since August 31, 1932, e 204,718.40 315,442.49

$12,856,779.26  $12,766,495.48




Exhibit 2

MANITOBA PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
PINE TFALLS HOTEL COMPANY LIMITED
PINE FALLS HOSPITAL LIMITED

CONSOLIDATED BALANCE SHEET DECEMBER 31, 1938
LIABILITIES
SUNDRY ACCOUNTS PAYABLE. ..o b 141,268.33
Taxes DUE AND ACCRUED..... ... 4,847.60
—— §  146,115.93

Owrxg To AFFILIATED CoMmPANY :
Abitibi Power & Paper Company, Limited................................. 1,591,926.58

Funpep DesT:
59 TFirst Mortgage Gold Bonds :

Due June 1, 1968..... ... i - 3 6,500,000.00
Due June 1, 1970, i 425,000.00
$ 6,925,000.00

Interest accrued thereon to August 31, 1932..... . ... 86,562.50
_ 7,011,562.50
NoTe—As a result of non-payment of bond interest due December 1, 1932,
the company is in default under terms of Indenture and Mortgage
dated June 1, 1928. These bonds are owned by Abitibi Power &
Paper Company, Limited and are held as security by the Trustee
under the Indenture and Mortgage dated June 1, 1928 securing
the issue of First Mortgage Gold Bonds of that company.
RESERVES :
Depreciation. ... e B 1,455.862.20
Depletion........... ... U OO T VPSSOV OO 7,390.46
S — 1,463,252.66
CAPITAL STOCK AND SURPLUS :
Common Shares—
Represented by shares without nominal or par value

Authorized and issued—35,000 shares........................ % 1,500,000.00
Capital Surplus (no change during year)........... ... ... ... 3,055,478.25
Earncd Surplus, as per statement attached.... ... ... ... 2,978,448.89

7,533,927.14
$17,746,784 81

AprprovED 0N BEHALF oF THE Boarp :
L. R. WILSON, Director
W. H., SMITH, Director

G. T. CLarksoN, Receiver and Manager,
ABITIBI POWER & PAPER COMPANY, LIMITED ;

We have examined the books and accounts of the Manitoba Paper Company, Limited and its subsidiary
companies for the year ending December 31, 1938, and have obtained all the information and explanations
which we have required. No provision has been made during the period from September 1, 1932 to December
31, 1938 for interest accruing on the 5%, First Mortgage Gold Bonds nor for the amortization of the book
values of timber limits. No reserve has becn created for depreciation of plant, machinery and equipment
from Fcbruary, 1932 up to December 31, 1936; amounts aggregating $680,000.00 have, however, been
provided for depreciation for the two years ending December 31, 1938. There is a question as to whether
the conditions required to be observed by the company under its timber concession have been complied
with, Subject to these remarks, and to the values at which plant, properties and timber limits are carried, we
report that, in our opinion, the above consolidated balance sheet as at December 31, 1938 1s properly drawn
up so as to exhibit a true and correct view of the state of the companies’ affairs according to the best of our
information and the explanations given to us and as shown by the books of the companies.

PRICE, WATERHOUSE & CO.,
TORONTO, March 29, 1939. Auditors.
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Exhibit 2-A

MANITOBA PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
PINE FALLS HOTEL COMPANY LIMITED
PINE FALLS HOSPITAL LIMITED

CONSOQLIDATED STATEMENT OI SURPLUS AND PROFIT AND LOSS FOR
THE YEAR ENDING DECEMBER 31, 1938

AMOUNT

¥ 2,958,008.58

ParTicULARS

Surplus at December 31, 1937, . e

Debvucr :

Further amount provided in respect of depreciation for the year
ending December 31, 1937 ......ccooiiiiiiiiiin I 300,000.00
$ 2,658,008.58
App :
Profit from operations for the year ending Decem-

ber 31, 1938, before providing for depreciation

(after chatging executive salaries as repre-
sented by amounts paid to officers $13,200.00) $ 500,440.31

180,000.00

Less—Provision for depreciation...............ccocoe

Profit for the year, before providing

for bond interest. ... 320,440.31

18



STE. ANNE PAPER COMPANY, LIMITED

and its Subsidiaries

Balance Sheet and

Profit and Loss Account
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STE., ANNE PAPER COMPANY, LIMITED

AND ITS SUBSIDIARITES
ST. ANNE POWER COMPANY AND BAIE ST. PAUL LUMBER COMPANY, LIMITED

CONSOLIDATED BALANCE SHELT DECEMBER 31, 1938
ASSETS
CURRENT ASSETS :
Cash on hand and on deposit. ..., b 18,003.20
Sundry accounts receivable, less reserve........... et e 15,445.14
Receivable from The G. H. Mead Company for newsprint shipments 296,933.16

Inventories of paper, pulpwood, materials and supplies as shown by

the books, valued on the basis of cost less write-downs and

reserves to reduce to replacement values, as certified to by

responsible officials of the company, and expenditures on
loEEINE OPELATIONS. ..ottt et e 1,072,241.35
——  $ 1,402,622.85

Oruer AsseTs AND DEFERRED CHARGES :

Deposits with Trustee for Bondholders............................ % 33,033.31
Uncxpired insurance, prepaid taxes, €EC. ..o iiiiiiieiiiieieee e 31,782.04
_— 64.815.35
Fixep Assetrs :
Plant, machinery and equipment......................ooovei e $ 9,684,391.51
Lands, timber limits, and cutting rights.......................o.. 4,602,975.00
_— 14,287,366.51
ToOTAL ASSETS. ..ot e, B15,754.804.71
DErIcIT, as per statement attached.............. e RO 2,564,868.84

$18,319,673.55

NoTe—Investments in and advances to Ste. Anne Paper Company, Limited and its subsidiary companies
are carried on the books of Abitibi Power & Paper Company, Limited and on the books of the
Rcceiver and Manager thereof, as follows :

As at As at
December 31,  December 31,

1937 1938

Investment—
507 First Mortgage Bonds with interest accrued thereon to August

3L, 103 e e e $ 7.993,687.50 % 7.993,687.50
Capital Stock (100,000 shares)...........oooooiii e e 500,000.00 500,000.00
 F 8,493,687.50 § 8,493,687.50
Less—Balance in Deficit Account...o.o 2,439,771.58 2,564,868.84

$ 6,053,915.92  § 5,928,818.66
Add—Balances owing by Ste. Anne Paper Company, Limited to—
Abitibi Power & Paper Company,, Limited...................... 5,121,605.27 5,121,605.27
Receiver and Manager of Abitibi Power & Paper Company,
Limited before charging Ste. Anne Paper Company, Limited
with any interest since August 31, 1932 2,144,715.40 2,342.698.64

$13,320,236.59  §13,393,122.57

20



Exhibit 3

STE. ANNE PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
ST. ANNE POWER COMPANY AND BAIE ST. PAUL LUMBER COMPANY, LIMITED

CONSOLIDATED BALANCE SHEET DECEMBER 31, 1938
LIABILITIES .
SUNDRY ACCOUNTS PAYABLE .....cooiiereiiee e otevaeet oo e e eees e 3  62,109.08
OwING To AFFILIATED COMPANY :
Abitibi Power & Paper Company, Limited.............................. % 5,121,605.27

G. T. Clarkson, Recciver and Manager of Abitibi Power & Paper
Company, Limited—for advances to enable Ste. Anne Paper
Company, Limited and its subsidiaries to liquidate liabilities, to
meet expenses of carrying shut-down properties, for improve-

ments, and to provide funds lor operations...............cccoo v, 2,342,658.64

7,464,303.91
Fuxpep Desr:
5% First Mortgage Gold Bonds :

Due June 1, 1968 .. $ 7,500,000.00

Due June 1, 1971 e e 395,000.00

% 7,895,000.00

Interest acerued thercon to August 31, 1932 ... . SUOUTVOPR 98,687.50
_——— 7,993,687.50

Note—As a result of non-payment of bond interest due December I, 1932,
the company is in default under terms of Indenture and Mortgage
dated June 1, 1928. These bonds are owned by Abitibi Power &
Paper Company, Limited and are held as security by the Trustee
under the Indenture and Mortgage dated June 1, 1928 securing
the issue of First Mortgage Gold Bonds of that company.

RESERYVES :
Depreciation .. ..ot D 1,026,628.20
DIEPlETION et et 227,440.26

1,254,068.46

CaPITAL STOCK AND SURPLUS :
(before considering Deficit—as per contra) :
Common Shares—
Represented by shares without nominal or par value
Authorized and issued—100,000 shares.................cooeeiiereenne.. % 500,000.00
Capital Surplus {(no change during year)..............vmimninn 1,045,504.60
-_ 1,545,504.60

$18,319,673.55

G. T. CLarxsoy, Receiver and Manager,
ABITIBI POWER & PAPER COMPANY, LIMITED :

We have examined the books and accounts of the Ste. Anne Paper Company, Limited and its subsidiary
companies St. Anne Power Company and Bate St. Paul Lumber Company, Limited for the year ending
December 31, 1938, and have obtained all the information and explanations which we have required. No
provision has been made during the period from September 1, 1932 to December 31, 1938 {or interest accruing
on the 3%, First Mortgage Gold Bonds nor has any reserve been created for amortization of the book value
of timber limits. No reserve has been provided for depreciation of plant, machinery and equipment from
June, 1931 up to December 31, 1936; amounts aggregating $375,000.00 have, however, been proyided for
depreciation for the two years ending December 31, 1938, Subject to these remarks, and to the values at
which plant, properties and timber limits are carried, we report that, in our opinion, the above consolidated
balance sheet at December 31, 1938 is properly drawn up so as to exhibit a true and correct view of the
state of the companies’ affairs according to the best of our information and the cxplanations given to us
and as shown by the books of the companies. '

PRICE, WATERHOUSE & CO.,
TORONTO, Aprnil 8, 1939. Auditors.
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Exhibit 3-A

STE. ANNE PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
ST. ANNE POWER COMPANY
BAIE ST. PAUL LUMBER COMPANY, LIMITED

CONSOLIDATED DEFICIT ACCOUNT
FOR THE YEAR ENDING DECEMBER 31, 1938

PARTICULARS AMOUNT
Deficit at December 31, 1937 e $ 2,439,771.58

Profit from operations for the year ending December 31,

1938, before providing for depreciation................. £ 49,902.74
Provision for depreciation..............ccoeoon TR 175,000.00
Loss for the year, before providing for bond
interest.......... VTP 125,097.26
Dericit aT DeEcemser 31, 19380 s $ 2,564,868.84
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THUNDER BAY PAPER CO., LIMITED

Balance Sheet and

Profit and Loss Account
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THUNDLER BAY PAPER CO., LINUTED

BALANCL SHLET

ASSETS
CURRENT ASSLTS :
Cash on hand and on deposit...
Customers’ accounts, less reserves..... e
Receivable from The G. 11, Mcead Comp ny for newsprint shipments
Inventorics of paper, pulpwood, materials and snpplics, valned on

the basis of cost, less reserve as certified to by responsible officials
of the company

Dererrep CllarGES :
Unexpired insurance and other prepaid expenses....

FixED AssSuTs, at cost :

Caszh deposit on timber limit.. e
Recal estate.
Plant, m.xchmux a nd equipment.,

Other fixtures ..o

Note—The investment in and advances to Thunder Bay Paper Co.,
Abitibi Power & Paper Company,
as follows:

Investment in shares and advances before chiarging Thunder Bay Paper

Co., Limited with any interest since December 31, 1935 ... .
Less—Amounts written off ;

For period prior to Receivership....

l'or npcrdtmg losses and costs of Larl\mg pmpcrtnca shut down

during period of Recetvership..o

Net balance carried as investment and advances. ..o

24

DECEMBER 31, 19

3 1.000.00
4,705.62
369, 104.76

738, 716 09

$  30,000.00
+4,812.98
3,977,509.28
3.036.78

As ar
December 31,
1937

e
-3

5 1113,326.47

866,20

‘e

6.073.379.04

A
~I
e
L
L)
~
—
1
—

I

Limited are carried on the books of
Limited and on the books of the Recciver and Manager th rercof,

As at
December 31,
1938

$10,874,562.26

310,721,521.38

§ 2,087,208.44
1.095,128.84
g 3,182,337.28

$ 208720844

740,833.50

$§ 2.328,041.94

% 7,692,224.98

§ 7,893,479.44




Exhibir 4

THUNDLER BAY PAPER CO., LIMITED
BALANCE SHEET DIECENMBER 31, 1938

LIABILITIES
SUNDEY AACCOURTS PANABLE L. i e e e b 58,105.68
Owrxe to Avriniatzo Covpavy @
Abitibi Power & Paper Company, Limited ... $ 194,367.16

G. T, Clarkson, Receiver and Manager of Abitibi Power & Paper

Company, Limited for advances to enable Thunder Bay Paper

Co., Limited to liquidate liabilities, to meet expenses of carrying
shut-down propertics and 1o provide funds for operations. .. ... 1,799,047.08
—_— 1,993,414.24

Reserve ror Derrecrarion,. .. e e et e 1,265,491.91

CAPITAL STOCK:
Comrmon Shares ;
Authorized and issued -

20,000 shares of F100.00 cach.....ooiii e ¥ 2,000,000.00

Capital Surplus (no change during yeary............om. 3.253.438.15

$ 5,253.438.13
Peduct—Deficit as per statement attached. SR RURUUPRP 1,377.678.27
_— 3,875,759.88
ConTINGENT axD CoNTRACTUAL LIABILITY :

Obligation to Dominion Government in connection with the com-
pletion of dock construction at the Bare Point Mill, Port Arthur.

G. T, CrLarksox, Receiver and Manager,

ABITIBI POWER & PAPER COMPANY, LIMITED :

We have examined the books and accounts of Thunder Bay Paper Co., Limited for the year ending
December 31, 1938, and have obrained all the information and explanations which we have required. An
amount of $130,000.00 has been provided from the profits for the year for depreciation of fixed asscts but
we are unable to state whether or not the accurmaulated reserve to this date 35 adequate. The conditions
required 10 be observed by the company under ite timber concession have not been fully complied with;
what liability, if any, the company may be under in this connection cannot be determined at the present
time. Subject o these remarks, we report that, in our opinion, the above balance shect 1s drawn up so as
to exhibit a true and correct view of the state of the company’s affairs as at Deccmber 31, 1938 according
to the best of our information and the explanations given to us and as shown by the books of the company.
All our requirements as auditors have been complied with,

PRICE, WATERHOUSE & CO.,
Audiors,
TORONTO, Apnil 8, 1939,

(38}
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Exhibit 4-A

THUNDER BAY PAPER CO. LIMITED

DEFICIT ACCOUNT
FOR THL YEAR ENDING DECEMBIER 31, 1938

ParTicULARS AMOUNT

Defieit at December 31, 1937 .5 173197361

Profit for the vear ending December 31, 1938, before

providing for depreciation......... .. ... $ 504,295.34
Lesi—Provision for depreciation... ... 150,000.00
Profit for the year cnding December
31, 1938 R L 354,295.34
Dervicir at Decesper 31, 1938 . . . .. . ... % 137767827
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ABI'TIBI ELECTRIC DEVELOPMENT
COMPANY, LIMITED

Balance Sheet and

Profit and Loss Account



ABITIBI ELECTRIC DEVELOPMENT COMPANY, LIMITED
BALANCE SHELT DECENBER 31, 1938

ASSETS
Casn ox [Taxp axp ox Devosit L. O L. 8 730.00
AsounTt Due by G T Crarkson, Recriver axp MaNAGER or
ArirTint Powrr & Paper Coxmpaxy, LisuTED-—
For electric power supplied and collections retained.. ... ... ... . . . . . 32489208
f PP P

Suxpry Accouxts RECEIVABLE . .. . ... L S 1,299.81

INVENTORIES oF IQUIPMENT AND SUPPLIES
{(less reserve) ... . SO T o 22.620.068

DerErrep CHARGES :
Unexpired insurance, ¢te.. .. N . e . 1,517.09

Tixep Assers, at cost :

Power plant, transmission line, eteo o o o .. $ 783059113
Speeders, camp buildings and equipment.. . TSRO 41,007.02
Harses, vehicles and livestock. ... 1.212.36
_— - 7.872.810.51

$ 8.423,890.17

Note—Investments in and advances to Abitibt Electric Development Company, [imited are carried on
thie books of Abitibi Power & Paper Company, Limited and on the bocks of the Receiver and
Manager thereoi, as follows:

As at As at
December 31, December 31,

1937 1938

Investment—
5% First Mortgage Bonds with interest accrued thereon to August

31,1932 L e $3219437.500 % 5,219.437.50
Capital Stock (20,005 shares).... o 100,005.00 100,005.00
Balance in Larned Surplus Account......... e L 1.433,709.10 1.466,882.00

B 6,773,151.60 ¥ 6.786,324.50
Add—DBalance owing by Abitibi Flectric Development Company, Limited
to Abitibi Power & Paper Company, Limited................... 1,332,860.85 1,332,860.85

$ 8,106,012.45  § 8§, 119,183.35
Less— Balance owing to Abitibi Ilectric Development Company, Limited
by Receiver and Manager of Abitibi Power & Paper Company,
Limited before charging Abitibi Electric Development Company,

Limited with any interest since August 31, 1932 ... 319,331.03 5324.892.08

b 7,786,081.42 % 7.594,293.27
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Exhibit 5

ABITIBI LLECITRIC DEVELOPMENT COMPANY, LIMITLED

BALANCI SHERT DECLEMBER 31, 1938
LIABILITIES

SUNDRY ACCOUNTS PAYABLE e

,,,,,,,, k) 9,704.82
Arrriel Power & Parrr ComPany, LIMITED. o 1.332,860.85

I'txpep DreT -
5% TFirst Mortgage Gold Bonds :
Due June 1, 1968, e B 3,000,000.00
Due June 1, 971 155,000.00

$ 5,155,000.00
Interest accrued thereon to August 31, 19320 ... 64,437.50
_— 3,219,437.50
Nore—As a result of non-pavment of bond interest due December 1, 1932,
the company is in default under terms of Indenture and Mortgage
dated June 1, 1928. These bonds are owned by Abitibl Power &
Paper Company, Limited and arc held as security by the Trustee
under the Indenture and Mortgage dated June 1, 1928 securing
the issuc of First Mortgage Gold Bonds of that company.

ReservE ror IJEPRECIATION. ... SUTTTTUURUTRR ST U PO 295,000.00

CAPiTAL STOCK AND SURPLUS

Common Shares—
Represented by shares without nominal or par value

Authorized -—50,000 shares

[esued— 20,005 shares., ... ... ... % 100,005.00
Irarned Surplus—
As per staterment arvtached ... L SRR 1.466,882.00

1,566,887.00

B 8,423,890.17

T ——————

G. I Crarxsox, Reeeiver and Manager,
ABITIBI POWLER & PAPLER COMPANY, LIMITED :

We have examined the books and accounts of the Abltibi Electric Development Company, Tamited
for the vear ending December 31, 1938, and have obtained all the information znd explanations which we
liave required, No provision has been made for interest accrued during the period from September 1, 1932
to December 31, 1938 on the 5% First Morigage Gold Bonds outstanding, nor has any reserve been made
for depreciation of plant and equipment up to December 31, 1936; amounts aggregating $295,000.00 have,
however, been provided for depreeiation for the two years cndmg December 31, 1938, SUb]CCt thereto, we
report Thal in our opinion, the above balance shect is properly drawn up so as 1o exhibit  true and correct
view of the state of the company’s affairs according o the best of our information aud the explanations
wiven to us and as shown by the books of the company. All our requirements as auditors have been com-
plicd with, )

PRICE, WATERHOUSE & CO.,
Auditors.
TORONTO, March 3, 1939,
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Exhibit 5-A

ABITIBI ELECTRIC DEVELOPMENT COMPANY, LIMITED

SURPLUS AND PROFIT AND LOSS ACCOUNT
FOR THLE YEAR ENDING DECEMBER 31, 1938

ParTiCULARS AMOUNT

Surplus at December 33, 1937, ..o B 1,453,709.10

Abpp :

Profit from operations for the year ending Decem-
ber 31, 1938, before providing for depreciation  §  1538,172.90

Less—Provision for depreciation......... U 145,000.00
Profit for the year beforc providing for
bond Interest. ... 13,172.90
Bavaxce at DecEmser 31, 1938 i $1,466,882.00
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KAMINISTIQUIA POWER CO., LIMITED

Balance Sheet and

Profit and Loss Account
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KAMINISTIQUIA POWER CO., LIMITED

BALANCIE SHEET DECENIBER 31, 1938
ASSETS
Casx ox Haxp axp ox DerosiT. ... e B 1,000.00
Suxpry CustonMirs’ AcCoUNTS, less reserve. ... e 5,351.97
% 635197
IxvESTMENT, less reserve ;
Fort William Hotels, Limited .. ... . ... . . T - 1.00

Owixg BY ArriLIaTED COMPAKY ¢
Abitibi Power & Paper Company, Limited —
Balance owing in respect of period prior to Receivership .. F 42R3493.38
Portion of power b\llmtzs during period September 10, 1932 1o ~\p||l
30, 1937, being the excess of charges under power contract, over
power uscd which is charged to Receiver and Manager as below 851,166,400

$ 1,279, 6*9 78
Amount owing by G. T, Clarkson, Receiver and Manager of Abitibi
Power & Paper Company, Limited for power used and for
collections retained, lC.. ..o 1,037,539.93

2,317,199.71
Derrrrep CHARGES !
Unexpired INSWTAIICE, €U0, . ittt ittt et e e e 1,108.23

Fixep Assets :
Waterpowers, lands, buildings, ete., at appraised value as reported
by Walter J. Francis & Co., Engincers, as at Septcmbcr 1925,
plm subsequent additions, B U oo 6.379,890.64

b 8,704,557.57

NoTe—Investments in and advances to Kaministiquia Power Co., Limited are carricd on the books of
Abitibi Power & Paper Company, Limited and on the books of the Receiver and Manager thereof),
as follows :

As at As at
December 31, December 31,

1937 1938

Investment—
5, First Mortgage Bonds with interest accrued thereon to August

31,1932 ... e, e 3 3,543,730.00 4 3,543,750.00
Cap1tal Stock (40, 000 Shaleb) . . L 950,000.00 950 000.00
Balance in Itarncd Surplus Account. ... U 2 1731687 53 2,234,579.36

3 6,617,437.53  $ 6,728,329.36
Less—DBalances owing to Kaministiquia Power Co., Limited by—
Abitibi Power & Paper Company, Limited ... ... 1,279,659.78 1,279,659.78
Receiver and Manager of Abitbi Power & Paper Company,

Limited before charging Kaministiquia Power Co., Limited
with any interest since August 31, 1932 ... ... ... . 303,100.97 1,0537,539.93

% 4,534,676.78 $ 4,411.129.65
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Exhibit 6

KAMINISTIQUIA POWER CO., LIMITED

BALANCE SHERT DECENBER 31, 1938
LIABILITIES
SUNDRY ACCOUNTS PAYABLE. ...t e oo e 3 5.876.62
Fexprn Depr
3% First Mortgage Gold Bonds, due 1968 ... ... . .. .. $% 350000000
[nterest accrued thereon to August 31, 1932 ... .. 43.730.00
e 3.543,750.00

Note—As a result of non-payment of bond interest due December 1, 1932,
1the company may be in technical default under rerms of Indenture
and Mortgage dated June 1, 1928, These bonds are owned by
Abitibi Power & Paper Company, Limited and are held as security
by the Trustce under the Indenture and Mortgage dated June 1,
1928 securing the issue of First Mortgage Gold Bonds of that
company.

RusurvE 1oR DEPRECIATION OF PLAN T 1.372.964.51

CAPrTAL STOCK AND SURPLUS :
Represented by shares without nominal or par value
Authorized and issued—
Class “A” Non-Voting 30,750 shares

Class “B” Vouing 9,250 shares. . ... H  930.00¢.00
Capital Surplus (no change during vear)............. ... ... 397.387.08

$ 1,547,387.08

Earned Surplus—
As per statement attached ... . 2,234.579.36
_— 3.781,966.44

% 8,704557.57

AperovED aox Benarr or Tue Boarp :
L. R. WILSON, Director
W. M. SMITH, Direcror

Gl Cearksox, Receiver and Manager,
ABITIBI POWER & PAPKR COMPANY, LIMITED :

We have examined the books and accounts of the Kaministiquia [Power Co., Limited for the vear
ending December 31, 1938, and have obtained all the information and explanations which we have required.
No provision has been made during the period from September 1, 1932 to December 31, 1938 for interest
accruing on the 3% First Mortgage Gold Bonds outstanding, and no provision has been established against
the account receivable from Abiubi Power & Paper Company, Limited, which if not collected will reduce
the surplus shown by the balance sheet. Provision was not made for accruing depreciation of fixed assets
during the period from September 1, 1932 1o Dccember 31, 1936, but amounts aggregating $193.000.00
liave been provided for depreciation for the two years ending December 31, 1938, Subject thereto, we
report that, in our apinion, the above balance sheet at December 31, 1938 is properly drawn up so as to
exhibit a truc and correct view of the state of the company’s affairs according to the best of our information
and the explanaticns given to us and as shown by the books of the company.

PRICE, WATERHOQUSLE & CO.,
: Auditors.
TORONTO, March 3, 1939,
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Exhibit_6-A

KAMINISTIQUIA POWER CO., LIMITED

SURPLUS AND PROIFIT AND LOSS ACCOUNT
FOR TIIE YEAR ENDING DEFCEMBER 31, 1938

ParTICULARS AMOUNT

Surplus at December 31, 1937, o % 2,123,687.53

App

Profit from opcrations for the vear ending Decem-
ber 31, 1938, before providing for depreciation
{after charging executive salaries as repre-
sented by amounts paid to officers $7,700.00) $ 228,891.83

Less-—Provision for depreciation... e 118,000.00
Profit for the year before providing for
bond interest. ... B 110,891,853
Bavaxce ar Decssvorr 31, 1938 0 0 L 0 P 2,234.579.306
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MATTAGAMI RAILROAD COMPANY

Balance Sheet and

Profit and Loss Account
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MATTAGAMI RAILROAD COMPANY
BALANCIE SHERT DECENBER 31, 1938

ASSETS

SunprY ASSETS ¢

Cash on hand and on deposit., o . . b 500000
Accounts receivable.............. o : 2,889.52
Inventory of coal, etc., at cost.. . D 1,516.58
— 4 490610

Owixg oy ArriLiaTep CoMmpaxy

\bmbl Power & PPaper Company, Limited....... e » 97,460.12
I Clarkson, Receiver and Manager of Abitibi Poucr & Paper
Company, Limited ... B VPR URVRR TSRO 76,728.92

S 174.189.04

DEFERRED CHARGES ;

Unexpired insurance... . . . o - L 71953

Fixep AsseTs ¢

Rolling stock, rails, equipment, ere. .. o R ‘ 242,523.50

Nore—"The investment in and advances 10 Mattagami Railroad Company are carried on the books of
Abitibi Power & Paper Company, Limited and on the books of the Recciver and NManager thercof,
as follows

As al As at
December 31, December 31,
1937 1938
Irvestment—
Capital Stock (2,300 shares)............ ... H 25000000 % 230,000.00
Balance in Earned Surplus Account... ... e e, 161,803.51 139,696.93

3 411,805.51 & 409.696.93

Less—Balances owing 1o Matragami Railroad Company by —

Abitibi Power & PPaper Company, Limited.. 97,460.12 97,460.12
Receiver and Manager of Abitibi Power C\ Paer Companv
Limited........ ... ST RO UTUO RPN T 75,392.10 70,728.92

$ 238,733.29 3 13350789
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MATTAGAMI RAILROAD
BALANCE SHEET

LIABILITILES

Suwpry Accounts PavasLe.
Reserve ror DEPRECIATION.. .. .

Caritar STock anp SUurPLUS ¢

Common Shares :

Authorized -

10,000 shares of $100.00 each.

[ssued—

2,500 shares of $100.00 each. ..

[arned Surplus—
As per statement attached.

.. Crarksoxn, Receiver and Manager,

ABITIBI POWER & PAPLER COMPANY, LIMITED :

Lixhibiy 7

COMPANY

DECEMBER 31, 1938

5 2,641.04
10,000.00
3 1,000,000.00
% 250,000.00
159,696.93
B 409,696.93

$ 422,337.97

We have examined the bocks and accounts of the Mattagami Railroad Company for the vear ending
December 31, 1938, and have obrained all the information and explanarions which we have required. No
provision has been established against the account receivable {rom Abitibi Power & Paper Company,
Limited, which if not collecred will reduce the surplus shown by the balance sheet. Pravision was not made
for accruing depreciation of rolling stock, rails and equipment,; ete., up to December 31, 1936, but amounts
of $5,000.00 have been provided towards depreciation in cach of the two vears ending December 31, 1938,
Subject to these remarks, we report rhar) in our opinion, the above balance sheet at December 31, 1938
is properly drawn up so as to exhibit a true and correct view of the state ol the company’s affairs according

1

to the best of our information and the explanations given to us and as shown by the books of the company.

TORONTO, March 3, 1939,
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Auditors.



Exhibit 7-A

MATTAGAMI RAILROAD COMPANY

SURPLUS AND PROFTT AND LOSS ACCOUNT
FOR THE YFAR FENDING DECENBER 31, 1938

ParrTicunars AsrouwT
Surplus at December 31, 1937 L o % 161,805.5]
DenueTt :
Proft for the year ending December 31, 1933,
before providing for depreciation . 4 2,891.42
Less- Provision tewards depreciarion _ 5,000.00
l.oss for the year .. : e 2,108.58
Barance at Drcemser 31, 1938 . . $ 159,696.93
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PROVINCIAL PAPER, LIMI'TED

Balance Sheet and

Profit and Loss Account
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PROVINCIAL PAPER, LIMITED

DEECENMBIR 31, 1938

BALANCE SHEET
ASSBETS
CURRENT ASSETS ¢

Cash on hand and in banks. . R ‘ o

Advances to Receiver and Manager of Abitibi Power & Paper
Company, Limited, due in 1939 (Secured by Recciver’s cer-
tificares).

Accounts and bills receivable, less reserve for doubtful accounts.

Inventorics of paper, stock, supplies and pulpwood at the lower of
cosl or market, as determined and certified to by responsible
officials, including advances on 1939 woods operations

Oruer Assrrs e

Government deposit on rimber limits.,
Investments in subsidiary and other companies

ProprrTY AND Praxr:
Real estate, buildings, equipment, clc.

Dizrverrep CHARGES ¢
Unexpired insurance

#  281,349.58

600,000.00
796,079.18

,217,545.12

% 3,000.00
181,275.31

% 2,894,973.88

184,275.31

3,603,290.49

5,062.77

$12,687,602.45

Nore -The investment in shares of Provincial Paper, Limited is carried on the books of Ablibi Power &
Paper Company, Limited and on the books of the Receiver and Manager thereof, as follows :

Investments in Shares of and Advances to Coerporations other than
Wholly Owned Subsidiaries—
100,000 shares common stock without nominal or par value,
carried 2t arbitrary valuce of

40

As at
December 31,
1937

As at
December 31,
1938

7 [,500,000.00

$ 1.500,000.00




Exhibit 8

PROVINCIAL PAPLER, LIMITED

BALANCE SHERT PECEMBER 31. 1938
LIABILITILES

CuUrRENT LI1ABILITIES @

Accounts payable, acerued charges, cte., e 5 250,072.93
Dividend on preferred stock—134% p dvablc Janudr}f L1939 61,250.00
Balance of bonds called for rt,dcmpuon as of November 1, 1938

including premium thereon (par value 318,300.00)..... .. .. .. . . 18,392.30
Bond interest accrued ST 31, 166.66
Reserve for Dominion and Provincial taxes . ... .. ... 51,640.97

A0 412,723.00

MorTcacE DEnT :
5149, First \.’IOIthI"L gmkmq Fund Bonds, due 1947 :
Authorized e

$10 000,000.00

Issued... o e 8 5.300,000.00
Less—
Redeemed and cancelled....... $ 1,881,500.00
Balance of bonds called for redcmpllon as
aof November 1, 1938 .. . . 18,500.00

1.900,000.00
— e 3.400,000.00

RESERVE FOR [DEPRECIATION OF PLANT AND BUILDINGS 3.650,302,29
GENERAL RESERVES.. . ... . ... ... . e £21,2806.11

CarrraL Stock :
Authorized and issued—
35,000 shares 79, cumulative preferred stock of $100.00 cach  $ 3,300,000.00

100,000 shares common stock without nominal or par value...... 100,000.00
— 3,600,000.00

SURPLUS. . ooooie e oo e e e e 1.003,290.99
$12,0687,602.45

AupiTors’ REPORT TO THE SHARENOLDERS :

We have examined the books and accounts of Provincial Paper, Limited for the vear ending December
31, 1938, and have obtained all the information and explanations which we have required. An amount of
$300, 000 00 has been provnded from Profit and Loss account and the sum of $25,000.00 has been transferred
from General Reserve in respect of depreciation of plant during the year. On this basis we report that, in
our opinion, the above balance sheet at December 31, 1938 exhibits a true and correct view of the state of
the company’s affairs according to the best of our information and the explanations given to us and as
shown by the books of the company. All our requirements as auditors have been complied with.

PRICL, WATERHOUSIL & CO.,
Auditors,
TORONTO, February 7, 1939,
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Exhibit 8-A

PROVINCIAL PAPER, LIMITED

STATEMENT O SURPLUS AND PROTIT AND LOSS
FOR THE YFAR ENDING DECEMDBIER 31, 1938

PARTICULARS AsouxT

Profit for the year ending December 31, [938, including income from

investments, but before providing for the undernoted charges.. . % 78480383
Dzpuct:
Provision for depreciation . $300,000.00

Interest on mortgage debt {net) 207,602.09
_ 507,602.09

Pronit for the vear, before providing for income taxes, $ 27720179
DunueT :
Provision for Dominion and Provincial income taxes.. . 35,000.00
Net profit for the year.. ... o b 242201.79
App
Surplus as at December 31, 1937, . 1,006,089.20
¥ 1,248,290.99
Devuer :
Dividends on 79 Cumulative preferred stock & 243,000.00

SvrpLus as AT Deceserr 31, 1933 . 3 1,003,290.99








