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I~ THE MATTER oF

Abitibi Potwer & Paper Company, Limited
ELEVENTH REPORT
of Receiver and Manager

Attached hereto is audited Balance Sheet of Abitibi Power & Paper Company, Limited, (herein-
after called Abitibi) as of date December 31st, 1942, together with statement of the results of its opera-
tions—with those of its whollv-owned subsidiaries—for the vear ending on such date: also attached
arc audited Balance Sheets and Profit and Loss Accounts, as of the same date, of certain of such sub-
sidiarics, and of Provincial Paper, Limited, the common cupital stock of which, only, is owned bv

Abitibi.

With the continuation of abnormal conditions brought about by the War, shipments of newsprint
by Canadian mills in the vear ending December 3lst, 1942, as compared with those in each of the
years ending December 3lst, 1940 and 1941, respectively, were as follows:

In 1942 In 1941 In 1940
Ta Canadian customers . 202,536 tons 196,766 tons 183,894 t-ons
To The United Stutes ... 2.810,832 tons 2,770,002 rons 2,594,452 tons
To Overseas Markets . . . 195,312 tons 487 897 tons 637,388 tons
Toral ‘ : 3,208,680 tons 3.454,665 tons 3,435,934 tons

Upon the above basis shipments were approximately 797 less in 1942 than they were in 1941.

Certain restrictions having been tmposed, m 1943, in respect to the consumption of newsprint in
both Canada and the United States, and also in respect of the quantities of newsprint which may be
exported from Canada to the United States, present prospects are that the aggregate production/ship-
ments of Canadian newsprint mills will likely be less in 1943 than thev were in 1942, but to what
approximate extent cannot, at the time, be determined.

REraTive To Titek PropucTtion, SuremexTs oF Aprrint UNDERTAKINGS (N 1942 axp Prices ror
THE PropuCcTs MANUFACTURED/SOLD BY THEM

NEWSPRINT PRODUCTION 'SHIPMENTS !

{1y As of datc August 1lth, 1942, (cflective September 4th, 1942) and with the approval of
the Governor General in Council of the Dominion of Canada, Privy Council Order No. 170, was issued
appointing an Administrator, {under The Wartime Prices and Trade Board) to the Canadian Newsprint
Industry. Since September 4th, 1942, newsprint production/shipments of Abitibi and its wholly-owned
subsidiaries have been conducted in accord with the directions of such Newsprint Administrator.

(2) Operating under the above conditions newsprint produced by Abitibi and its whollv-owned
subsidiaries in the year ending December 31st, 1942, amounted to 412,873 tons, as eompared with
434,840 tons in 1941 and 430,299 tons in 1940. Of the newsprint so produced in 1942, 72 980 tons were
supplicd to other newsprint manufacturers, and/or to customers thereof.

{3) The general United States base contract price for newsprint was the same in 1942, as in 1941,
namely $50. (United States funds) per ton, f.o.b. mill, with freight allowed to destination. [n December
1941, and in view of increased costs of manufacture and delivery, an increase of 33. per tou in the
United States—eflective on and after April lst, 1942 —was announced by a number of Canadian
newsprint manufacturing companies. On March 26th, 1942, the Price Administration of the United
States ordered continuance there of the $50. price until Mayv 30th, 1942, and, later, further continued
such price. Subsequently, and effective as from March 1st, 1943, the price permitted to be charged ‘paid
in the United States was increased by $4. per ton, and, to a similar extent, in Canada.

Woob PULPS PRODUCTION /SHIPMENTS!
(1) Wood pulps produced/shipped by Abitibi and its wholly-owned subsidiaries include:
(2) Bleached and unbleached sulphite pulps, produced at Abitibt’s Smaoth Rock Falls {Ontaria)
sulphite pulp mill: and



(b} Newsgrade sulphite pulps—produced at the Iroquois Falls (Ontano), Sault Ste. Marie
(Ontario) and Beaupre {Qucbec) newsprint mills of Abitibi and its whally-owned subsidiaries.

(2) As of date December 9th, 1942, Privy Council Order No. 9627 was issued with the approval of
the Governor General in Council of the Dominion of Canada appeinting an Administrator of Wood
Pulp, with jurisdiction over the productlonb/\hlpments of such wood pulps as are produced by Cana-
dian mills without the use of newsprint machines, Under P.C. 170 (Lereinbefore mentioned) rclating
to administration of the Canadian Newsprint Industry, the manufactmc/ahlpmcnt of wood pulps
produced with the use of newsprint machines is subject to the direction of the Newsprint Administrator.

(3) Operating under the above conditions, sulphite and other wood pulps produced by Abitibi mills
in 1942 were as follows:

At the Smooth Rock Falls (Ontario) pulp mill—

Sulphite pulps—bleached................ 63,025 tons
—unbleached ... —
—screcnings.. ... 1,423 tons

04 448 rons

At newsprint mills of the Company—

Groundwood pulp ... . 3.127 tons
Sulphite—unbleached.... . 44,183 tons
—_— 49,310 tons
oratotalof . ... . e 113,758 tons

as compared with 93,224 1ons in 1941 and 75,926 tons in 1940.

Prices for bleached sulphite pulps, in 1942, were, on the average, 376, per ton {(United States funds),
delivered —freight allowed —ro United States destinations—this as compared with an approximately
similar price in 1941, and about $7(% per ton in 1940. Prices for newsgrade sulphite pulps, in 1942, were,
on the average, $64. (United States funds), delivered —freight allowed—te United States destinations,
as compared with an approximately similar price in 1941, and about $38. per ton in 1940.

SUBSTITUTE WOOD FIBRE PRODUCTS MANUFACTURED/SHIPPED:

(1) Under P.C. 170 (hereinbefore mentioned) the manufacture/shipment of substitute wood fbre
products —produced with the use of newsprint machines—was—on and after September 4th, 1942 -
made subject to the direcrions of the Newsprint Administravor.

{2) Substitute wood fibre products manufactured by Abhitibi mills in 1942, amounted to 10,009 tony,
as compared with 19,287 rons in 1941,

ELECTRIC POWER SALES:
{13 The use and sale of electric power in Canada has, since August 23rd, 1940, been subject 1o the
direction and conirol of a Power Controller.

(2) Sales of clectric power by Abitibi to the public, and by the whollv-cwned subsidiaries of Abitibi
te: the public and Abitibi mills, amounted, in 1942, to $1,220,648.62, as compared with 51,213,436.36

in 1941 and $960,040.47 in 1940.

Rrevamive To REsULTS oF OreraTioNs 1IN YEAR Exping DecEvpir 3lsT, 1942
(1) Audited statement of the consolidated carnings of Abitibi and its wholly-owned subsidiaries for
rhe vear w hich ended on December 31st, 1942, is set out in Foxhibit 1-C hercto. Such statement shows
carnings for the vear as follows:

[Zxcess of operating income over operating expenditure as set cut in Fxhibit 1-C ... 88749392,
Fres:
Amount provided for depreciation in the vear upon the properties
of Abitibi and its wholly-owned subsidiaries ... . $4.500,000.

Bond interest for the vear including interest upon ov erduc interest 3,166,994,
Reserved for the premium, if any, which may require to be pro-

vided by Abitibi to permit the above interest 1o be paid in

the equivalent of United Stares funds . 348,369

Forward o C .. $8.015,363. $8,749.392,




Forward ... .. .. . e $8015.363, $8,749,392,

Reserved for intercst (for the vear) on the premium, ifany, which
may require to be provided to permit the amounts paid en
October 15th, 1941 and April 15t¢h, 1942 {(in reduction of the
principal of the Abitibi bonds } to be paid in the equjvalent

of United States funds................. 53,315,
Reserved for income/excess proﬁts LAXCS. TR 330,000,
————  B84I8.678.

leaving a balance-—applicable in reduction of deficit from operations in the Receivership

e oSO $ 330.714.

{2y 1n 1942 costs of manufacturc/distribution to Abitibi and its wholly-owned subsidiaries—per ton
of newsprint/other products produced—were in excess of those in 1941, due to higher aggregate costs
of labor, pulpwood, supplics and transportation, and reduction in the quantitics of newsprint/other
products produced. Costs of manufacture/distribution in 1943 will exceed those of 1942,

(3) Included in income for the vear 1942 were the following amongst other jtems:

(a) Recoveries from sales of newaprint/\\ ood pulps/wood fibre products $24,893,619.37—this as
compared with $25,824,783.82 in 1941 —a reduction in 1942 of about 3.6, as compared
with 1941;

(b) Premiums received upon United States exchange amounted to $1,972,836,52; in 1941 such
premiums amounted to $1,865,650.58;

(c) Interest and discount received and minor operating profits obrained amounted to $221,906.13
—as compared with $146,897.94 in 1941,

(4) Included in operating cxpenses for the year were the following amongst other items:
(a) Expenditures for the maintenance and repair of the mills and properties of Abitibi and its
wholly owned subsidiaries, $1,679,141.44—as compared with $1,721,451.91 in 1941;

{b) Costs of providing special protection to mills and other propertle\ $114,160.55—as compared
with $114,054.43 in 1941,

(c) Costs of carrying the 1dIc Fspanola and Sturgeon Falls propertics were $126,815.07—as
compared with $127.508.25 in 1941; (Note: with the sale of the Espanola properties/rights—
as of date January 15th, 1943 [as hercinafter mentioned] anticipation is that there will be a
reduction of about $50,000.00 in the above costs, in 1943},

{5) Under the provisions of P.C. 222 and subsequent Orders, respecting administration of the Canadian
Newsprint Industry, Abitibi was in January 1943 required to pay to the Commodity Prices Stabiliza-
tien Corporation Limited (a Dominion of Canada controlled corporation) the sum of $375,126.92 as
an interim payment, in respect of newsprint shipped by it,—in excess of its “established percentage”
as defined in P.C, 222—in the period between September 4th and December 31st, 1942, inclusive, as
directed by the Newsprint Administrator. Such amount was reserved for in the 1942 accounts of the
Company and later paid under protest, as in excess of the sum which Abitibi should equitably, or
properly, have been called upon to pay.

{6) As also obtained in cach of the calendar years 1940 and 1941, it was not possible, at the end of
1942, to accurately determine what income/excess _profits taxes were payable by Abitibi and its
wholly—o“nul subsidiaries on their consolidated carnings for such year —this for the reason that their
aggregate “Standard Profits” (as described in the Ninth Report of the undersigned) have not as vet
been determined by The Board of Referecs, empowered to do so under the provisions of The Excess
Profits Tax Act. Determination of such “Standard Profits” has been delayed by such Board pending
completion of an investigation into the accounts of Canadian Newsprint/Pulp companies by a Com-
mittee appeinted -—for such purpose —by the Department of National Revenue, Reporr is that such
investigation is cxpected to be completed in the near future.

(7) During 1942, operations of Abitibi and its subsidiaries were, by reason of War conditions, subject
not only to the provisions of the Orders hereinbefore mentioned, but to those of many others affecting
the purchase of pulpwood/supplies/materials; the employment of labor and wages to be paid to labor;
the emplovment of administrative,/clerical and other assistance and the salaries permitted 10 be paid
to the same; the acquisition of equipment and supplics for the maintenance of properties and existing
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facilities, and other necessary requirements. Such conditions largely increased the efforts necessary
to be provkded by Abitibi and its subsidiaries in order to do business, while information required of
the companies in respect of their operations, and the many returns w hich had to be provided by them
in connection therewith, imposed heavy additional burdens and undue strain upon their Officers and

other employees

ReraTive To Baraxce SueeT oF DEcEMBER JlsT, 1942

Balance Sheet of Abitibi as of date December 31st, 1942—as audited by Messrs. Price, Waterhouse
& Co.—is attached hercto as Exhibit 1.

(1) 1In the Abitibi Receiv ership procecdings all amounts recovered from realizations of the Company™s
asscts and/or from operations of the Company and its wholly-owned subsidiaries are available to be
applicd in reduction of the principal and interest owing upon the Company’s bonds. With this the
case the amounts recovered from vear to year from such operations (after the charges/reserves made
therc-against) have been accumulated, and shown in each annual Balance Sheet as the balance remain-
ing available towards depreciation and bond interest-—before providing for income/excess profits taxes.

{2) With the extended duration of the Receivership proceedings, and the large accumulation of
interest owing to Bondholders, it is now felt that a clearer picture of the state of Abitibi’s affairs (in
Receivership) will be presented if the amount of such interest be reflected upon the Company’s Balance
Sheet, and the deficit from operations during the Receivership peried {after charge therc-agatnst of such
interest and other charges/rescrves made) also be shown, The form of the Balance Sheet of Abitibi
as of date December 31lst, 1942, has therefore been changed to show such amounts,

(3) To cflect the above changes the following adjustments have been made in the Company’s accounts:

The balance remaining from operations in the Receivership period—available for
the purposes above mentioned—and as shown on the Balance Sheet of Decem-

ber 3lst, 1941, was ... ... . ... e $17.717,854.
to cehich has been added:

Subsequent adjustments applicable to 1941 10.934.
Surplus from 1942 operations ., ..., . .. .. .. P 330,714,
$18.039,532.
Less: Payment made in 1942 on account of income/excess profits taxes , 1,000,600,
$17.059,532.
Against such amount there was charged as of date December Jlst, 1942:
Interest accumulated on Abitibi bonds to December 31st, 1942 ... $33.269,644.
Less:
[nterest due to Scptember 10th, 1932—included in
prior Balance Sheets.. ... ... ... . e B1,893,109,
Interest charged in reduction of 1942 earmngs Lo 3,166,994,
_ 5,062,103,
$28,207.541.
Reserve for premium, if any, necessary to be provided by Abitibi to
permit the above interest to be paid in the equivalent of United
States funds ... ... 3,102,829,
Interest reserved on premium, if an\, re Bond pd\-
ments made on October 15th, 1941 and April 15th,
1942 ... SR U U UUYPOUURRUURR b 60,305,
Fess: Amount Lha.rgud in reducnon of 1942 earnings 53,315,
—_— 7,190,
Written off the value of The G. H. AMecad Company shares—in 1942 111.238.
—— 31,428,798,
Leaving a deficit from operations during the period of Receivership to December
Flst, 1942, 0f . e e 14,369,266,

this after charging Bond interest, interest upon overdue interest and the following further amounts:
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Depreciation upon the properties of Abitibi and its wholly-owned subsidiaries $19,305,000.
Reserve for such amount, if any, as Abitibi shall require to provide 1o permit the

above interest to be pmd in the equivalent of United States funds . 3,451,198,
Interest reserved on premium, if any, re Bond pavments made on October 15th,

1941 and Apnl 15th, 1942 e G 60,505,
Reserves against :nventonew for contmgcncm\ L 2,250,000.
Payments/reserves for income‘excess profits taxes ... : 1,350,000.
Written off The G. H. Alead Compam shares acqulrcd (lurmg pcnod ‘of Receiver-

ship .. . . L o , 257,238,

total o . , $26. b739-l»l

(4} 'The principal of the Abitibi bonds outstanding at the date of Reeceivership (September 10th, 1932)
was $48,267,000. and on April 15th, 1941, and October 13th, 1942, payments aggregating $11,101.410.
{in Canadian funds) were made in reduction of the same, under Orders of Court. In the Balance Sheet
of December 31st, 1942, the principal of the bonds then remaining owing is shown at $37,165.590.
($48,267,000. less $11,101,410.) but in a footnote to such Balance Sheet is the statement that under
the provisions of the Mortgage Deed of Trust securing such $48,267,000. bonds, the principal thercof,
and interest thereon, may be required to be paid in Sterling and/or Canadian/United States gold comn.
1f Abitibi had paid the principal of such bonds on December 31st, 1942, and—having regard to the
above provisions—been obligated to provide the prevailing rate of premium to permit such pavment
to be made in United States funds, the amount—in Canadian funds—which it would then require o
have provided would have been approximately as follows:

Principal of bonds _ _ . $48,267.000,
Premium for United gtdth funds — ll”—ax of date December 2]\[ 1942 ) 5.309.370.
$33.576,370.
Less:
Aggregate of amount paid in reduction of principal on October 15th, 1941 and
April 15th, 1942 o L . L o 11,101,410,
total. . . . . . 342 474, 960

(5) On October 15th, 1941, a payment of $6,274,710., and on April 15th, 1942, a payment of $4,826,700.
(both in Canadian funds) was made, making a total of $11,101,410. as above mentioned, in reduction
of the principal of the $48,267,000. Abitibi bonds outstanding. As of date May 19th, 1943, an Order
was made by the Supreme Court of Ontario for the payment to Abitibi Bondholders of the sum of
$9.170,730. (Canadlan funds)—equal to $190. per $1,000. bond—in reduction of the principal of the
bonds held by them.

(6) Revamve To IxcoMme/lixcess ProriTs Taxes:

As hereinbefore mentioned, mcome/excess profits taxes pavable upon the consolidated carnings
of Abitibi and its wholly-owned subsidiaries, in the \earq 1940, 1941 and 1942, cannot be accurately
computed until the “Standard Profits” of 1\bmb| ave been determined by the Board of Referees
empowered—under The 1ixcess Profits Tax Act—to do so. Im April, 1942, the sum of $1,000,000. was
paid by Abitibi to the Department of National Revenue in respect of such taxes for the years 1940 and
1941; set up in the Balance Sheet of December 31st, 1942, is a reserve of $330,000, in respect of such
further, if anv, taxes as shall prove to have been pavable to such date.

(7) Revative To RecrIvER's NET CURRENT ASSETS:

Fxcluding

(a) the principal amount owing upon Abitibi bonds, which is due and pavable, following default;

(b) interest overdue/accrued due and unpaid upon the above bonds; interest on such overdue
interest; the premium, if any, on bond interest/on interest on overdue interest/and on the
pay ments made in reduction of the principal of the Abitibi bonds outstanding; and interest
upon the premium, if any, which may require to be paid by Abitibi to permit the payments
to Bondholders on October 15th, 1941, and April 15th, 1942, 1o be in the equivalent of United
States funds; and

(c} =uch, if any, additional income/excess profits taxes (in excess of pavments made/reserves
set up) as shall prove to be pavable by Abitibi and its wholl v-owned subsidiaries in respect
of their consolidated carnings to December Jlst, 1942,
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Receiver’s net current assets were as [ollows:
as of date December 315k, 1041,

Recoiver's QUTrent asscts o e e R2E273.997.25
Less: Recelver’s current liabilites, including Contingent Re-
serve of 730,000, ... L .. 1,800,908.36
lIixcess of current assets e $22 AT2.8838.%9
as of date Decomber jist, 1942,
Receiver’s current assets . . . ol $527,284,570.83

Less: Receiver's current  liabilities, including reserve of
$350,000. for income/cxcess profits taxes and Contingent

Reserve of $750,000. ... .. . .. . . .. .. 2,549,298.65
Fxcess of current assets ...~ ... . . o . 24,735.272.20
Showing an increase in the vear 19420f . . . . ... . . $ 2,262383.31

Such increase was after the pavment—in 1942 —of $4,826,700. (Canadian funds) in reduction of the
principal amount then owing upon the Abitibi bonds outstanding, and $1,000,000. in respect of in-
come/excess profits taxes.

(8) OTHER tTEMS:

As of date December 31st, 1942, certain Hearst companies were indebted to Abitibi and its wholly-
owned subsidiarics in the amount of $1,662,918.38, as security for the payment of which, and the
claims of certain other Creditors, certain securities stand lodged with a corporate Trustee. Such securi-
ties arc of such character that no sound cstimate of their realizable value can be made at this time.
In 1938 a Contingent Reserve of $750,000. (as shown under Receiver’s Liabilities in Exhibit 1) was
set up, with the approval of Court, as a provision against receivables owing to the Company and its
wholly-owned subsidiaries, and in respect of unforeseen and other contingencies. Such reserve is
believed to be adequate for such purposes. In addition to the abbve Contingent Reserve—and as
mentioned in previous Reports—is a reserve of $300,000., maintained in respect of the pulpwood
inventories of Abitibi and i1ts whollv-owned subsidiaries, which reserve is not believed to be required
at the present time. Other specific reserves held, and not believed Lo be required for the purposes for
which they were set up, were estimated to amount to about $50,000. on December 31st, 1942. The
amount of Receiver’s current asscts—as shown in Iixhibit 1—is after deduction of such pulpwood and
other specific reserves.

(9) During the year expenditures made and liabilities incurred in connection with capital improve-
ments and additions to mills and properties owned by Abitibi and its wholly-owned subsidiaries
amounted to $299,311.39; such expenditures/the incurring of such obligations were approved by
The Supreme Court of Ontario. Capital expenditures made—in the period of Receivership to Decem-
ber 31st, 1942 -—upon the properties of Abitibi and its whollv-owned subsidiaries, and additions thereto,
amount to $3,346,004.

(1) REeraTiveE To SaLE or Eseaxona AsseTts:

At the date of Receivership—in September 1932 —Abitibi was the owner of the properties and
rights comprising its so-called Lspanola (Ontario) Division, included in which, and speaking generally,
were the following:

(a) The Espanola newsprint mill, which had been constructed as a groundwood mill in 1901-1905;
been converted into a newsprint mill in 1912/1913; and then been closed down in 1929 by reason of
the excessive costs of producing newsprint in it. Subsequent to its being closed down certain minor
plant/equipment/parts were removed from it for use in other Abitibi mills /properties;

(b) the Townsite of Espanola, upon which stood erected a large number of buildings, dwellings
and erections, many of which were in a depreciated physical condition;

(c) a water-power site (owned in fee simple) and power development at Fispanola—on the Spanish
River—and certain rights permitting the use of the waters of such river for the gencration of power; and

(d) the right to cut timber from the so-called Spanish River Timber Concession Arecas, the agrec-
ment covering which had expired in 1930, and not been formally renewed, but which rights were sub-
sequently extended from year to vear thereafter; '
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while in addition to the above, and as part of the assets of the 1ispanola and Sturgeon Falls Divisions,
Abitibi also held:

(¢) the right to cut timber from the so-called Spanish Reserve Timber Arcas, the agreement
covering which expires on Mav 13th, 1944, without any specific provision contained therein for the
renewal thereof,

In 1937, and with the approval of Court, an examination of the Fspanola mill was made by inde-
pendent pulp and paper engineers who reported that they could find no justification for its further
operation as a newsprint mill but were of the opinion that a salvage value existed in the lispanola
propertics comprised of a limited amount of uscable machinery and equipment. and the potential
value of the water-power site and development there.

In December 1942 Kalamazoo Vegetable Parchment Company of Kalamazoo, Michigan, made
an offer of $975,000., cash, {or the asscts of the Espanola Division,—and the right, if it should so require,
to cut timber from certain lands within the so-called Spanish Reserve Arcas—this subject to the condi-
tions that neither the Fspanola mill nor the plant/equipment therein would be applied to the produc-
tion of newsprint or-—for fifteen vears—to the production of sulplite pulps, in competition with those
produced by Abitibi. Such offer was, with the approval of Conrt, accepted on January 6th, 1943, and
the sale was completed as of date January 15th, 1943,

Sale of the above Espanola propertics/rights, for the consideration mentioned, will—with the
original and nominal values at which such assets and the Spanish River/Spanish Reserve Timber
Areas have continued to be carried on Abitibi books—require the writing off, in 1943, of a book loss
of about §8,445,000. Had the sale been completed in 1942, such loss would have exhausted the “Nomi-
nal surplus of period prior to Receivership” of $3,041,714.,—as shown on the Balance Shecet of December
Ilst, 1942, —and created a deficit for such period of about $5,403,286.

RELATIVE TO NEGOTIATIONS FOR SALE OF THE PROPERTIES OF KayixisTiguia Powrr Co., LiviTeED

Kaministiquia Power Co., Limited (hercinafter called Kam Power) is a wholly-owned subsidiary
of Abitibi, and owns a hydro-cleciric power development—of an installed capacity of 35,000 h.p.—
located at Kakabeka Ialls, on the Kaministiquia River, about 19 miles distant from the Citv of
Fort William, at the head of Lake Superior, in the Province of Ontario. Power from such development
is supplied to Abitibi’s Fort William newsprint mill and distributed to a number of other commercial
customers in the Ciry of Fort William.

Under date of October 5th, 1942, the Chairman of The Hydro-Iilectric Power Commission of
Ontario (heremafrer referred to as the Commission) which owns and operates certain hydro-electric
developments on the Nipigon River (which flows into the head of Lake Superior) and supplies power
therefrom to the Public Utilities Commissions of the Cities of Port Arthur and Feort William, and to
other industrial undertakings in the vicinity of such cities, notified the undersigned that, with the
approval of the Government of Ontario, steps would be taken by it to expropriate the Kam Power
properties unless Abitibi was willing to negotiate for sale of such properties te the Commission.

Under Order of the Supreme Court of Ontario, issued as of date November 17th, 1942, the under-
signed was empowered to negotiate for the sale of the Kam Power properties to the Commission—this
subject to the condition that no agreement in respect thereto would be entered into without prier
approval thercof by the Court. Such negotiations arc now in course.

STeEPS TAKEN SINCE 18SGE OF TExTH REPORT WITII RESPECT TO DISPOSITION OF THE AFFAIRS
orF AriTisr Power & Parer Coumpaxy, LIMITED, IN RECEIVERSHIP

Contained in the Tenth Report of the undersigned—issued under date of April 27th, 1942 —was
information as to the proceedings taken, to such date, in respect of sale of the assets of Abitibi. Since
such date the following further steps have been taken in such eonnection:

(a) On May 16th, 1942, the Court of Appeal of Ontario made an Order admitting an appeal by
the Liquidator of Abitibi—to the Privy Council, in London, England —from the judgment of such
Court of Appeal, upholding that of the Honourable Mr. Justice Middleton, of The Supreme Court of
Ontario, that “The Abitibi Power & Paper Company Limited Moratorium Act, 19417 was ultra vires
of the powers of The Provinee of Oatario, and ordering sale of the assets of Abitibt. Report is that
hearing of the appeal by the Privy Council was commenced on May 27th, 1943; aad
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(b} Under “The Statute Law Amendment Act, 19437, of the Province of Ontario, the provisions
of ““The Abitibi Power & Paper Company Limited Moratorium Act, [9417 and of “The Abitibi Power

& Paper Company Limited Moratorium Act, 19427 were extended to remain effective and in force
until the 30th day of June, 1944,

The undersigned once again desires to express his appreciation of the assistance and continued
service rendered by the Abitibi Bondholders’ Representative Committee, and in particular by the
Advisory Committee thereof composed of Mr, J. P. Ripley, Chairman of Harriman Ripley & Co.,
Incorporated, New Yark; Mr. W. H. Somerville, General Manager of The Mutual Life Assurance
Company of Canada, of Waterloo, Ontario; and Mr, Robert H. Reid, Managing Director of The
London Life Insurance Company, of London, Ontario, in connection with the many problems and
matters required to be dealt with in the Receivership.

This Report is supplementary to the Reports of the undersigned Receiver and Manager issued
under date of February 28th, 1933, April 30th, 1934, April 15th, 1935, May 12th, 1936, NMarch 23th,
1937, May 6th, 1938, May 15th, 1939, April 15th, 1940, May Sth, 1941, and April 27th, 1942, and in
preparing it the Receiver 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
Ist, 1942, and December 3lst, 1942; also of giving in a general manner a broad view of matters with
which he has been called upon to deal. Itis not intended, however, that the Report should exhaustively
enter into all the numerous questions which have arisen in connection with the atfairs of Abitibi Power
& Paper Company, Limited, or those of subsidiary corporations, or make any representations or convey
the impression that all matters which have or may prove to have a bearing upon the affairs of the
Companies are made mention of in the Report. Statements attached and figures mentioned in the
Report are accurate o far as the undersigned has been able to ascertain but he does not represent or
guarantee their correclness.

G. T. CLARKSON,
Taronte, May 28th, 1943. Receiver and Manager.
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AUDITORS CERTIFICATE

Rovarn Baxk Builpixg
PRICE, WATFHRHOUSE & CO. ToroxTto
May 27, 1943

G. T. Crarksox, Fsq., Receiver and Manager.

Anitisr Power & Parer Comraxy, LiaiTep,

ToroxTto, OxTaRIO.

Dear Sir:

We have made an examination of the books and accounts of Abitibi Power & Paper Company,
Limited, G. T. Clarkson, Receiver and Manager, for the vear ending December 31, 1942, and have
been furnished with all the information and explanations which we have required.

The profits and losses of all subsidiary companies {except Provincial Paper, Limited) for the vear
ending December 31, 1942, as shown by the accounts of such companics, have been incorporated in the
attached statements showing the results from the operarions of the Receiver and Manager of Abitibi
Power & Paper Company, Limited.

Provision has been made in the accounis of the Receiver and Manager as at Decernber 31, 1942
for intercst due and accrued on the Five Per Cent. First Mortgage Gold Bonds, including interest upon
overdue interest, and a reserve has been created for the amount, if any, which may require to be pro-
vided to permit pavment thereof in the equivalent of United States funds. A reserve has also been
created for the amount, if any, which may be required to permit the amounts paid up to December 31,
1942 in reduction of the principal amount of bonds to be paid in the equivalent of United States funds,
but no reserve has been provided for exchange premium which may be required in connection with the
principal amount of bonds cutstanding at December 31, 1942,

Frovision has not been made for depreciation of buildings, equipment and properties in the
accounts of the Reeeiver and Manager of Abitibl Power & Paper Company, Limited, nor in the ac-
counts of the subsidiary companies (other than Provincial Paper, Limited and The G. H. Mead Com-
pany) for the period from September 10, 1932 to December 31, 1936; during the six vears ending
December 31, 1942, however, amounts aggregating $19.505,000.00 were provided for depreciarion in
the accounts of the Receiver and Manager of Abitibi Power & Paper Company, Limited and in the
accounts of the subsidiary companies (¢xclusive of the amounts provided by Provincial Paper, Limited
and The G, H. Mead Company}. No provision has been made since September 10, 1932, for the amorti-
zation of the book values of timber concessions in the accounts of the Reeciver and Manager of Abitibi
Power & Paper Company, Limited, nor in the accounts of the subsidiary companies other than Baie
St. Paul Lumber Company, Limited. It is impracticable at this date to accurately determine the
amount of the income and excess profits taxes, 1f any, which may be found to be payable in respect
of the profits for the year 1940, and the amount of such taxes on the profits for the two vears ending
December 31, 1942; however, under authority of the Court, a payvment of §1,000,000.00 was madec as
of April 30, 1942, and a further amount of $350,000.00 has been provided as a reserve, in respect of
such income and excess profits taxes.

The amount of $750,000.00 shown as Contingent Reserve was transferred as of December 31, 1938
under authority of the Court from the accumulated amount available towards depreciation and bond
interest from operations during the period of the Receivership 1o December 31, 1938, Such transfer
was made in connection with a substantial account owing to The G, H. Mead Company by one of its
largest customers for which, we are informed, certain security is held the value of which is impossible
to determine at this time, and to provide for certain other contingencies. Under authority of the
Court a further amount of $1,500,000.00 was transferred as of December 31, 1941 as a reserve against
Inventories and other contingencies.

The final adjustment to be made with the Wartime Prices and Trade Board in respect of the four
months ending December 31, 1942 under the system of allocating newsprint tonnage between pro-
duccrs has not vet been determined but an amount of $375,126.92 paid as a preliminary adjustment
in respect thercof has been debited to the operations for the vear 1942,

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

With the exceptions as noted above and as to the values at which the investments in certain sub-
sidiarv companies, and in buildings, equipment, propertics and timber concessions are carried, we
report that, in our opinion, the accompanying balance shect with the explanatory notes thereon
shows the true financial position as at December 31, 1942 of Abitibi Power & Paper Company,
Limited, G. T. Clarkson. Recciver and Manager, according to the best of our information and the
explanations given to us and as shown by the books.

Yours very truly,

PRICE, WATERHOUSE & CO.
11



Ix THE MATTER OF

ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSON, ReEceEIVER axD MANAGER
BALANCE SHEET DECEMBER 31, 1942
(showing also for comparative purposes the assets and liabilities at December

31, 1941, as shown by the statement thereof contained in the tenth report of the

Receiver and Manager dated April 27, 1942).

ASSETS
December 31, 1941 December 31, 1942
Receiver’s CURRENT AsSsETS:

Cash on hand and on deposit........ T % 8,136,150.02 5 3,241 ,467.10
Dominion of Canada Boads at cost and

market value ... 1,981,666.66 8,012,916.66
Investments in sundry bonds.............. 239,553.00 231,533.00
Accounts receivable, customers’, less re-

SETVES 4 ovroee e e e 1,362,309.33 1,410,501.77
Receivable from The G. H. Mead Com-

pany for newsprint shipments, less re-

BB € e et e e 1,479,860.18 1,778,876.42
Net current assets of other subsidiaries. . 4,103.685.32 4,080,180.87

Inventories of paper, pulp, wood and sup-
plies on the basis of cost less reserves,
as determined and certified to by re-
sponsible representatives of the Re-
ceiver and Manager, and expenditures
on logging operations.....................  06930,509.74 8,529,075.03
———— $24,273,797.25 ——————————— $27,284,570.85

Derosits With TrusTee IFor Boxbp-
HOLDERS.. SRRSO 64,241.85 67.872.42

I\VEHT\!E\Tb IN THE QECURIT]E‘.S OF AXD
Apvaxces 1o Waorny Owxep Susst-
DIARIES (Sce Note 11):
Investments in and advances to wholly
owned subsidiaries (exclusive of The
G. H. Mead Company) ... $41,830,976.30 $39,714,785.62
Less—Amount included with Receiver’s
Current Assets above, represented by
net current assets as shown by books

of subsidiary companies.... . ... ... 4103,688.32 4,080,180.87
$37,727,287.9% $35,634,602.75

Investment by Receiver in purchase of
shares of The G. H. Mead Compdny
less amounts written off ... . (00,000.00 500,000.00
38,327,28798 ————————— 36,134,602.75

IxveEsTMENTS 1N SHARES OF CORPORATIONS
Otuer Thaaxy Waorry Owxep Sussi-

DIARIES
Shares of Provincial Paper, Limited at
arbitrary value of ... ... .. £ 1,500,000.00 $ 1,500,000.00
Miscellaneous, less reserves.. ... . 635.00 635.00
—_—— 1,500,635.00 —8 1,500,635.00
Forward ... $64,163,962.08 $64,987,651.02
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Ix THE MATTER OF

ABITIBI POWER & PAPER

G. T. CLARKSON, Receiv

BALANCE SHLERT
{showing also for comparative purposes the

31, 1941, as shown by the statement thereof ¢
Receiver and Manager dated April 27, 1942),

Exhibit 1

COMPANY, LIMITED

ER AND MANAGER

DLECEMBER 31, 1942

assets and liabilities at December
ontaincd in the tenth report of the

LIABILITIES

DLCLmb(.‘r ?l 1941

Suxpry LiaBiLiTiEs oF RECEIVER:

Wages accrued and payable
Sundry accounts payable... ... ... . ...

% 133.880.81

897.027.55

Reserve for income and cxcess profits
raxes :
Contingent reserve ..

5 750.000.00

RESERVE AGATNST INVENTORIES AND OTHER
CONTINGENCIES .
Five Per CexT. IIRST MORTGAGF ()OLD
Boxps:
Qutstanding (sce Note V).
Interest accrued to Seprembcr 10, 1932
Interest due and accrued 1o December 31
1942, mcludmg interest upon overdue
interest .
Reserve for thc amount, 1f any, which
may require to be provided by Abitibi
to permit the above interest and dis-
tributions made to Bandholders during
the period of Receivership up to
December 31, 1942 1o be paid in the
equivalent of United States funds..........
Reserve for tax rebates ...

. $41.,992,290.00
1,8§78,350.00

17,636.41

GExeraL Creprtors’ Craims INCURRED
PR10OR To RECEIVERSHIP. ...
CamTaL Stock:

10,000 shares 767, Cumulative Preferred
Stock of $100.00 each... .. $ 1,000,000.,00
348,818 shares 65 Cumulative Preferred
Stock of $100.00 each (including 96
sharcs deposited for exchange of shares
of The Spanich River Pulp and Paper
Mills Limited)
1,088,117 shares Common Stock without
* nominal or par value (including 67
shares deposited for exchange of shares
of subsidiary companies)................. 18,961,93543

34,881,800.00

Forward .

13

Dccgmher 3. 1942

% 178,099.11
1,271,199.54

$ 1,050,908.36 $ 1,449,298.65

$  350,000.00

750,000.00
750,000.00 —————— 3 1,100,000.00
51 800 908.36 $ 2,549,298.65
1,500,000.00 1,500,000.00

$37,165,590.00

33,209,644.00

4,941,320.64
17,636.41
43,868,276, 41 ————

749,986.99

75,394,191.05
750,998.38

$ 1,000,000.00

34,881,800.00

18,964,935.43
54.846,73543 ——— ———

$102,785,907.19

54,840,735.43

$135,041,223.51




Is tue MatTER OF

ABITIBI POWER & PAPER COMPANY, LIMITED
G, T. CLARKSON, Recerver axp Maxacer

BALANCE SHELET
ABSIETS

I'orward..

IxveESTMENTS IN MiLLs axp ]_.QUIP\[E\'I Ramnways, Warer-

POWERS, TowxsITES axp BuiLpines:

{after deducting reserves for depreciation)...... .., .
TimMeeR CoxcrEssions AND Freenowb Tiaeer OwxEen:

(after deducting depletion and other reserves) ... .. .
ReaL Estare avp OFrice BuinbiNgs o
CHATTELS AND BQUIPMENT oo
PrREPAID FXPENSES .

ToTarn Assevs ... TR .

Derrcit rFrom Qpgrations During T Periop or RE-
CEIVERSHIP,

after charging bond interest accruing therein, including

interest upon overdue interest, and the amounts nien-

tioned in Note V below, Exhibit 1-B.

NOTLS:

DHCEMBRR 31, 1942

December 31, 1941 December 31, 1942

% 64163962 08 % 64.937.681.02
10.366.560.22 3%.243.799.07
19.863,121.71 19.858.987.12

317'883.96 32839496

22 448 34 -
243.904.77 292.309.16
$124.091 881 3% $1235.713.671.33

— 14.369,266.27

FL24.998.881.53 $133.082.937.60

I.-- The Receiver's Current Assets include $3,481,664.19, chivfly acecounts receivable, which, al-
though receivable in United States funds, are expressed in Canadian dollars at par, and similarly
there are sundry liabilities of the Receiver amounting to $27,5359.26 included in Canadian dollars

at par which are payable in United States funds.

No exchange premium has been taken up in

the accounts of the Receiver and Manager as at December 31, 1942 in respect of these assets or
liabilities which include a substantial amount owing by one of the largest customers of The
G. H. Mead Company, partly in respect of which a contingent reserve is included with the

liabilitics of the Receiver.

Under the terms of the Indenture and Mortgage dated June 1, 1928 the 5% First Mortgage Gold
Bonds and the interest thereon are payable in Canadian gold coin of the standard of weight and
fineness existing June 1, 1928, or at the holder’s option in gold coin of the United States of
Ameriea of the standard of weight and fineness existing June 1, 1923, or in English sterling at
the fixed rate of exchange of $4.8624 to the pound (£) sterling (sce Note V).

[I.—With the object of showing the net amount of the Investments in and Advances to wholly
owned Subsidiary Companies, the advances and charges by the Abitibi Company to such
subsidiaries are added to and grouped with the investments in the subsidiaries; similarly the
accounts pavable to the subsidiaries by the Abitibi Company and by the Receiver and Manager
of the Abitibi Company are deducted from the investments in the securities thereof. The ad-
vances made by the Receiver and Manager to subsidiaries 1o cover losses in operations and/or
costs of carrying shut-down mills—also ro permit such companies to liquidate liabilities and to
purchase pulpwood—have, at December 31, 1942, been repaid by the subsidiaries.

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

[V.—The balance of $37,165,590.00 shown for 59% First Mortgage Gold Bonds outstanding at Decem-
ber 31, 1942 iz after deducting payment made by Order of the Court of $6,274,710.00, Canadian
funds, on September 10, 1941 to Montreal Trust Company, as Trustee for the Bondholders,
and a similar payment of $4,826,700.00 on March 12, 1942—such amounts to be credited on
October 15, 1941 and April 15, 1942, respectively, in reduction of the principal monies due on

the bonds.

As stated in Note [ above, under the terms of the Indenture and Mortgage dated June 1, 1928
the bonds and the interest thereon are payable at the holder’s option in United States funds.

Provision has been made in the balance sheet for exchange premium of 1175 on United States
funds which may be rcqulrcd in connection with the pavments aggregating $11,101,410.00
above-mentioned, made in Canadian funds during 1941 and 1942 to bondholders, and in connce-
tion with bond interest due and acerued ro December 31, 1942 including interest upon overdue
interest. No provision has been made for exchange premium which may be required in connee-
tion with the principal amount of $37.165,590.00 of bouds outstanding at December 31, 1942,

4



Exhibit I —Cont’d.

Ix THE MATTER OF

ABITIBI POWER & PAPER COMPANY, LIMITED
G. T. CLARKSON, ReceiveEr axp MaviGER
BALANCE SHELET DECEMBER 31, 1942

LIABILITIES
December 31, 1941 December 31, 1942

Forward ... ... ... ... R102.7535 90719 &1335.041,223.51
Nomivarn SUrpPLUS o THE PErtop Prior To R}Un ERSHIP,
Exhibit 1-A: (See Note VI .. ... ... . ... 4. 455,090.60 304171409

Bavraxce oF AsouxT AvarnasLe Towarps DEPRECIATION
Axp Boxp IxTEREST FROM OreraTiONs DUrRING RECEIVER-
SHIP, A5 AT DEcEMBER 31, 1941:

(after deducting provisions of $13,005,000.00 for deprecia-
tion, and reserves of $2,250,000.00 for inventories and
contingencies but before providing for ipcome and excess
profits taxes, if any, in respect of the vear 1940 and for

such taxes in respect of the vear 19413, Exhibit 1-B... . [7.707.883.79 —
%I’-l—‘)‘)lh\l 3% Sl‘\OW‘)wO]
V.-—The amount of $14,369,266.27 shown for Deficit during the Period of Receivership is after

charging bond interest accruing therein, including interest upon overdue interest, and the
undernoted amounts:
Depreciation upon the properties of Abitibi and its wholly owned subsidiaries
in respect of the six vears ending December 31, 1942.. . $15.505,000.00
Reserved for such amount, if any, which may require to be plOVldCd by Abitibi
to permit interest due and accrued during Receivership Period up to
December 31, 1942 {including interest upon overdue interest) to be paid in
the quuvah.nt of United States funds.... ... . 3.451,198.81
Reserved for interest, if any, o C\change prcmlum if any which n may rtqmn
to be provided to permit the amounts paid on October 15, 1941 and April 15,
1942 (in reduction of the principal amount of the bonds) to be paid in the

equivalent of United States funds... . 60,5(4.70
Amounts set aside, under authority of the Court, as Reserves aqamst Tnven-

tories and Contmgencncs .............................. 2,250,000.00
Payment of $1,000,000.00 and amount of %330 000.00 reserved in rupcct of

income and excess profits taxes...... ... 1,350,000.00
Amounts written off the investment in shares of The G. H. Mead Comp;m}'

acquired during period of Receivership ... . . 257,237.95

$26,873.941.46

VI.—Asof January 15, 1943 the Espanola Mill and certain of the timber rights and other assets relating
thereto were sold for a cash consideration of $975,000.00. This transaction is not reflccted in the
balance sheet as at December 31, 1942, the asscts so sold being included therein at a net book
value of approximately $9,420,000.00. The loss of approximately $8,445,000.00 as recorded on
the books in 1943 will exhaust the Nominal Surplus of the pcnod Prior to Receivership of
$3,041,714.09 shown on the balance sheet as at December 31, 1942 and create a deficit for that
period 'of approximately $5,400,000.00.

VIT.—During the period of Receivership to December 31, 1942 capital expenditures (net) on the
properties of Abitibi Power & Paper Company, Limited and its wholly owned subsidiaries
amounted to $3,346,004.00,

This balance sheet is issued subject to the Notes as above and as # values of certain of the assers
and to other matters as referred to in our report dared Nayv 27, 1943,
PRICLE, WAVIERHOUSE & CO.,
Auditors,



Exhibit 1-A

Ix tue NATTER OF

ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSOXN, Recriver axp Mavacer

STATEMENT OF NOMINAL SURPLUS FOR THI PERIOD PRIOR TO RECEIVERSHIP AS
SHOWXN BY THLIL BALANCIE SHERT AS AT DECEMNBIR 31, 1942

PARTICULARS AsMouxT

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

sheet at December 31, 1941 o . ‘ . o . $4,488.090.60

Depuver:

Reserved for interest upon overdue interest on the Five Percent First

Mortgage Gold Bonds for the period from June 1, 1932 10 Sep-

ber 10, 1932 S S : . . i 16,759.38
Reserved for the amount, if any, which may require 1o be provided by

Abitibi to permit the bond interest of $1,878,350.00 accerued and

unpaid at date of Receivership and the above interest of $16,759.38

1o be paid in the equivalent of United States funds. . 208,462.03
Reserved for the exchange premium, if any, which may require to be

provided to permit the payments of $6,274,710.00 on October 15,

1941 and of $4,826,700.00 on April 15, 1942 in Canadian funds (in

reduction of the principal amount of the First Mortgage Gold

Bends) to be paid in the equivalent of United States funds. 1,221,155.10
e e e e 1.446,376.51

Nosmixat SurpLUs For THE PEerIoD PRIOR To SeprEMBrr 10, 1932, a4s PER
BavLaxce SHEET as aT Deceyner 31, 1942 (See Note VI) £3,041.714.09
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Exhibit 1-B

I~ THE MATTER oF

ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSON, Recerver axp Mavacer

STATEMENT OF DEFICIT AS AT DECEMBER 31, 1942
FROM OPERATIONS DURING THE PERIOD OF RECEIVERSHIP

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

ParTicuLAaRs AMoUNT

Amount available as at December 31, 1941 towards depreciation and bond
interest, from operations during Recewerdnp Period, after deducting
provisions for depreciation in respect of the five years endmg December
31, 1941, aggregating $15,005,000.00 (including provisions shown on
books of subsidiary compames) and amounts of $750,000.00 and
£1,500,000.00 set aside as special reserves under authorltv of the
Court but before providing for income and excess profits taxes, if any,
in respect of the year ending December 31, 1940 and for such taxes in

respect of the year ending December 31, 1941 .. e B17,717 88379
App:
Adjustment applicable to prior vear..........cioioien e 10.933.33
—————— J17.723.817.64
Depucrt:
Pavment made in 1942 in respuct of income and cxcess proﬁts taxes, as
authorized by the Court........... .. cvere. B 1,000.000.00

Reserved for interest due and accrued from Scptcmbcr ll 1932 to

December 31, 1941 on the First \[ortgdgc (Gold Bonds, mcludm;

interest upon overdue interest,. . . 28,207,340.66
Reserved for the amount, if any, \\hlch may require to be pald bv

Abitibi to permit the above interest of $28 207,540.66 to be pald

in the equivalent of United States funds........................ . 3,102.329.47

Reserved for interest, if any, to December 31, 1941 on exchange pre-
mium, if any, which may requir¢ to be provtdcd to permit the
amount paid on October 15, 1941 (in reduction of the principal
amount of Abitibi bonds) to be pmd in the Cqu:valent of United
States funds... . . . o - 7.189.77

32 3]7 339.90)

Dericit as at Decemser 31, 1941 from operations during the period of
Receivership after giving cflect to the above reserves for interest and
U.S. premiums thereon and the payment of $1,000,000.00 in respect

of income and excess profits taxes ... ... 314,588.742.26
Depvcr:
Profit from operations during the vear ending December 31, 1942, applicable in reduc-
tion of deficit from operations during the Receivership perrod Exhibit 1-C. - 330L713.94
$14,258,028,32
Abb:
Amount written off the investment in shares of The G. H. Mead Company......... .. 111.237.95

DerFicit as aT DecemBer 31, 1942 from operations during the period of . )
Receivership. carried to Balance Sheet. ... . S Lo 814,369,266.27
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Exhibit 1-C
Ix the NATTER OF
ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSON, Receiver axp Mavager

STATEMENT SHOWING THE RESULT FROM OPERATIONS FFOR THLE YEAR ENDING
DECEMNBER 31, 1942

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

PARTICGLARS AxouxnT
Ixcome:
Sales of newseprint and other pulpweod products. . $24.893.619.37
Sales of power L DU _ N 1,220,648.62
$26,114,267.99

Less—Operating  costs, including administration, superintendence,
sclling and general expenses, but before providing for depre-

ciation .. . } . . 18.772,143.07

P 7,342,124.92
Add—Premiam on U.S. funds (nct) ) . 1,972,856.52

$ 9,314,981.44
Deduct—Amount fixed by the Wartime Prices and Trade Board te be
paid as a prelimmary adjustment in respect of the four months to
December 31, 1942 under the system of allocating newsprint

tonnage .. : . : - ‘ 375,126.92
_ B 8939,854.52
App:
Interest and discount earned (net) L. % 208,687.37
Sundry minor operating profits ... L : 13,218.76
_— 221,906.13
$ 9,161,760.65
Depuer:

Cost of carrving idle mills and timber concessions tribu-
tary thereto:
Mill idle costz including caretaking and in-

surance ... . . $38,727.15
Taxes on mills and townsites ‘ 29,265.86
Timber concessions—taxes, licenses and fees . . 58,822.06
- - ——— §  126,815.07
Cost of issue of Reeeiver’s tenth report.. . o L . 2,864.81
Cost of protection of properties against qabotagc . 114,160.55
Provision for legal and audit expenses...... R 48,000.00
Paid to Receiver in respect of remuneration o 48,000.00
Provision for U.S. Federal taxes on interest and dividends rccelvcd ete. 50,725.85
—_—— 390,566.28
Forward . - o . . $ 8,771,154.37
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Exhibit 1-C—-Cont’d.
I¥ THE MATTER OF
ABITIBI POWER & PAPER COMPANY, LIMITED

G. T. CLARKSON, RecEIVER AND MANAGER

STATEMENT SHOWING THE RESULT FROM OPERATIONS FOR THE YEAR ENDING
DECEMBER 31, 1942

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

ParTiCULARS AMoUNT
Forward = o . . $ 8,771,194.37
Depuer:
Expenses of Liquidator ... ... : . DU 2.151.20
Expenses of Bondholders’ Reprcscntatne Commltlcc e 2,151.00
Paid to Trustee in connection with second distribution to Bondholdcrs 2,500.00
Paid to Trustee in connection with special legal costs.... ... .. . ... 15,000.00
_— 21,802.20
Bavaxce available for depreciation of mills and properties
and towards bond interest, before providing for income
and excess profits taxes ... e P 8,749,392.17
LEss:

Amount provided for depreciation for the year ending December 31,
1942 (including provisions shown on books of subsidiary companies) $ 4,500,000.00

Amount reserved for income and excess profits taxes which may be

found to be payable in respect of 1942 profits.... .. ... . ... 350,000.00
_ 4,850,000.00
$ 3,899,392.17
LEess:
Reserved for interest due and acerued for year 1942 on the First Mort-
gage Gold Bonds, including interest upon overdue interest......... $ 3,166,993.96

Reserved for the amount, if any, which may require to be provided by
Abitibi to permit the above interest of 33,166,993.96 to be pa1d in
the equivalent of United States funds... PPN 348,369.34

Reserved for interest, if any, for the year 1942 on exchange premium,
if any, which may require to be provided to permit the amounts
paid on October 15, 1941 and April 15, 1942 (in reduction of the
principal amount of Abitibi bonds) to be paid in the equivalent of

United States funds ... ... . . S L 53,314.93
————  3,568,678.23

BaLaNcE, caRRIED TO ExumisiT 1-B . o A e e % 330,713.94
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MANITOBA PAPER COMPANY, LIMITED
AND ITS SUBSIDIARILS
PINE FALLS HOTEL COMPANY LIMITED
PINE FALLS HOSPITAL LIMITLED

CONSOLIDATED BALANCE SHEET DECENMBER 31, 1942

ASSITS
CURRENT ASSETS:

Cash on hand and on deposit... .. .. . . . . $ 9.711.57
Sundry accounts receivable, less TESCTVE... o i . 193,267 .42
Receivable from The G. H. Nlead (.onlpa:n for new sprmt shipments... 410,738.72

Inventories of paper, pulpwood, materials and supplies, valued on the
basis of cost less reserves, as certified to by resporisible officials of
the company, and expenditures on logging operations . 886.421.70
NoTe—The net current assets include $454,842.07 of United States
funds which are expressed in Canadian dollars at par, the
exchange premium of $45484.00 not being taken up in the
accounts as at December 31, 1942,

OTHER AsSETS AND DEFERRED CHARGES:

Depoeits with Trustee for Bondholders.. .. ... . P 6,514.59
Unexpired insurance, cte... . 17 -H)l 97
Tixep"AsseTs:

Plant, machinery and equipment, at cost, including therein cxpendi-

tures on preliminary development of project, premiums paid on

acquisition of stock of predecessor company, etc... .. ... ... $10,022,629.24
Lands, timber limits, undeveloped water power, etc., at valuation

placed thereon by the management at inception of company plus

cost of survevs. L. L . . 6,101,637.00

% 1,500,189.21

23.916.51

16,124,266.33

$17,648,372.05

NoTE—Investments in Manitoba Paper Company, Limited and subsidiary companies are carried on the
books of Abitibi Power & Paper Company, Limited and on the books of the Receiver and Manager

thereof, as follows:

Investment—

59, First Mortgage Bonds with interest due and accrued thereon
Capital Stock (35,000 shares)....

Balance in Farned Surplus Account .. ...

$11,191.018.48

As ar
December 31,
1942

3 8,317,693.38
1,500,060.00
1,373,325.10



Exhibit 2

MANITOBA PAPER COMPANY, LIMITED

AND ITS SUBSIDIARIES
PINE FALLS HOTEL COMPANY LINITED
PINLE FALLS HOSPITAL LINITED

CONSOLIDATED BALANCE SHELFT DECLENBER 31, 1942
LIABILITILS

SuNoprY AccounTs PavasLe. . i L o % 270,969.87
Taxes DUE axp ACCRUED ... o 2,652.79

———— % 273,622.66

FFuxpep DepT:
576 First Mortgage Gold Bonds:

Due June I, 1968, o $ 6,500,000.00
Due June 1, 1971... . . 425,000.00

$ 6,925.000.00

Interest due and accrued thereon.... . = . . . . 1,392,693.38

] : —  §,317,693.38
Note—Under the terms of the Indenture and \lortgage dated as

of June 1, 1928 the company may be in default. These bonds
are owned by Abitibi Power & Paper Company, Limited and
are held as sccurity by the Trustee under the Indenture and
Mortgage dated June I, 1928 securing the issue of First
Mortgage Gold Bonds of that company.,
RESERVES:
Depreciation , P 3,120,862.20
Depletion... . ... _ 7,390.46
----- — == 3/128,232.66
Caprtar STock axp SurpLus:
Commeon Shares—
Represented by shares without nominal or par value

Authorized and issued—335,000 shares . % 1,500,000.00
Capital Surplus (no ehange during vear).... . _ 3.055,473.25
Ilarned Surplus, as per statement attached. . . 1,373,325.10

R 5.928,803.35
ArprovED ox BEnarLr or Tue Boarp:

L. R. WILSON, Director
W. H. SMITH, Director

$17.643.372.05

G. T. Crarksoxn, Receiver and Manager,

ABITIBI POWER & PAPER COMPANY, LINITED:

We have examined the books and aceounts of Manitoba Paper Company, Limited and its subsidiary
companics, Pine I'alls Hotel Company Limited and Pine Falls Hospital Limited, for the year ending Decem-
ber 31, 1942 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, 1942 for amortization of the
book values of timber limits nor has any rescrve been provided for depreciation of plant, machinery and
equipment from February, 1932 up to December 31, 1936; amounts aggregating $2,345,000.00 have, how-
ever, been provided for depreciation for the six years ending December 31, 1942, Tt is impracticable at this
date to accurately determine the amount of the income and excess profits taxes, if any, which may be found
to be payable in respect of the profits for the year 1940 and the amount of such taxes for the two vears ending
December 31, 1942; the parent company has, however, made a payment and established a reserve in respect
of such taxes on the basis of consolidated tax returns for that company and its wholly-owned subsidiaries,
including NManitoba Paper Company, Limited. There is a question as to whether the conditions required
to be observed by the company under its timber concession and power rights have been complied with.
Except as to the foregoing and as to the values at which plant, properties and timber limits are carried, we
report that, in our opinion, the above consolidated balance sheei as at December 31, 1942 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 explanations given to us and as shown by the books of the companies.

PRICE, WATERHOUSE & CO,
TORONTO, May 27, 1943. Auditors.,
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Exhibit 2-A

MANITOBA PAPER COMPANY, LIMITED

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

CONSOLIDATED STATEMENT OF SURPLUS AND PROFIT AND LOSS
FOR THE YEAR EXDING DECEMBER 31, 1942

ParTiCULARS AxouxT

Surplus at December 31, 1941, U TR $1,245976.25

Ann:

Profit from operations for the vear ending December 31,
1942, before providing for depreciation (after charging
executive salaries as represented by amounts paid to

officers 813,047.200 .. . $968,398.85

Less— Provision for depreciation.......... . ... . $495.000.00
Interest on 39 First Mlortgage

Gold Bonds...... 346.250.00
——— 841,250.00

Profit for the year. before providing for income and
excess profits taxes... PP 127,348.85

Baraxce aT DeEcEMBER 3], 1942 o $1,373,325.10



STE. ANNE PAPER COMPANY, LIMITED

and its Subsidiaries

Balance Sheet and
Profit and Loss Accoufit
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STE. ANNE PAPER COMPANY,

AND TITS SUBSIDIARIES
ST. ANNI:
CONSOLIDATED BALANCL SHEET

ASSETS
CURRENT AssETS:
Cash on hand and on deposit... :
Sundry accounts reccivable, less reserve..

Receivable from The G. H. Mcad Company for ncusprmt Nhlpmt.ntﬂ
Inventorics of paper, pulpwood, matenals and supplhes, valued on the
basis of cost less rescrves, as certified to by responsible officials of the
company, and expenditures on logging operations........... . ... ..

NoTe—The net current assets include $310,168.03 of United States
funds which are expressed in Canadian dollars at par, the ex-
change premium of $31,017.00 not heing taken up in the
accounts as at December 31, 1942,

Otukr AsseETs AND DEFERRED CHARGES:
Deposits with Trustee for Bondholders. .
Unexpired insurance, prepaid taxes, cte..

Fixep AsseTs:
Plant, machinery and equipment....... .
[.ands, timber limits, and cutting rights.. .

ToTav AsseTs .
DeFrciT, as per statement attached.

LIMITED

DUECEMBER 31,

$ 781270
74,699.66
292.174.63

1,343.017.23

% 40.190.59
34.686.95

#9,784.407.61
3.557.470.40

POWER COMPANY AND BAIE ST. PAUL LUMBIER COMPANY, LINMITED

1942

$ 1,717,704.22

74.877.57

13.341,878.01

570 670 327 28

Nore—Investments in and advances 10 Ste, Annc Paper Company, Limited and its subsidiary companies
are carricd on the books of Abitibi Power & Paper Company, Limited and on the books of the

Receiver and Manager thereof, as follows;

Investment—
594 First Mortgage Bonds with interest due and accrued thereon.

Capital Stock (100,000 shares)....

Less—Balance in Deficit Account .

Add— Balance owing by Ste. Anne Paper Company, Limited
to Abitibi Power & Paper Company, Limited...... ... .

26

$12,019,700.83

As at
December 31,
1942

$12.072.770.83
500.000.00

A12.372.770.83
533386748

$ 7.036,903.35

4.982,797.48



Exhibit 3

STE. ANNE PAPER COMPANY, LIMITED

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

CONSOLIDATED BALANCLE SHEET DECEMNBLER 31, 1942

LIABILITIIES
Suxnpry AccounTs PavaBsre.. o , ks 75,400.67

Owixe o ArriLiaTeEp CoMPaNy:
Abiubi Power & Paper Company, Limited. . 4,982,797 48
IFusxpen DEb:
56, First Nortgage Gold Bonds:
Due June 1, 1968 : . . $7,500.000.00
Due June 1, 1971, ) . 395,000.00

$7.895.000.00
Interest due and accrued thereon . 4. 177.770.83
— ——— 12,072,770.83
Note—Under the terms of the Indenture and Mortgage dated as of.
June 1, 1928 the company may be in default. These bonds are
owned by Abitibi Power & Paper Company, Limited and are
held as security by the Trustee under the Indenture and Mort-
gage dated June 1, 1928 securing the issue of First Mortgage
Gold Bonds of that company.

REsERVES:
Depreciation 4 . $2.626,628.20
Depletion. ... } ) ~412.730.10

_— 3.039,338.30
Carrtar Stock:
Common Shares—

Represented by shares without nominal or par value
Authorized and 1ssued —100,000 shares.. 30:.000.00

$20,670,327.28

G. T. Cuarksoy, Recetver and Manager,

ABITIBI POWER & PAPER CONPAXNY, LINITED:

We have examined the books and accounts of Ste. Anne Paper Company, Limited and its subsidiary
companics, St. Anne Power Company and Baie 5t. Paul Lumber Company, Limited for the year ending
December 31, 1942 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, 1942 for amortization
of the book values of timber limits as recorded on the books of St. Anne Power Company nor has any reserve
been provided for depreciation of plant, machinery and equipment from June, 1931 up 10 December 31, 1936;
amounts ageregating $1,975,000.00 have, however, been provided for depreciation for the six years ending
December 31, 1942, It is impracticable at this date to accurately determine the amount of the income and
excess profits taxes in respect of the profits for the year ending December 31, 1941; the parent company has,
however, made a payment in respect of such taxes on the basis of a consolidated tax return for that company
and its wholly-owned subsidiaries, including Ste. Anne Paper Company, Limited. lxcept as to the foregoing
and as to the values at which plant, properties and timber imits are carried, we report that, in our opinion,
the above consolidated balance sheet as at December 31, 1942 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.

PRICLE, WATERHOUSE & CO.,
TORONTO, May 27, 1943. Auditors.
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Exhibit 3-A

STE. ANNE PAPER COMPANY, LIMITED

ANXD 1TS SUBSIDIARIES
ST. ANNE POWLER COMPANY
BAIE ST. PAUL LUNMBER COXNPAXNY, LINITED

CONSOLIDATED DLEFICIT ACCOUNT
FOR THLE YEAR ENDING DECEMBER 31, 1942

PARTICULARS AmouxT
Deficit at December 31, 1941 . . . ‘ . .. $5.279,689.84
App:
Profit from operations for the year ending December 31,
1942, before providing for depreciation...... .......... $613,372.36
Lese— Provision for depreciation.................. $475,000.00
Interest on 3%, First Morigage Gold
Bonds..... o , 394.750.00
869.750.00
Loss for the vear... .. o 256,177.64
Dericrr at Decemser 31, 1942 S . $5,535,867.48
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THUNDER BAY PAPER CO., LIMITED

Balance Sheet and

Profit and Loss Account
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THUNDER BAY PAPER CO., LIMITED

BALANCE SHEET DECENBER 31, 1942
ASSETS
CURRENT ASSETS:
Cash on hand and on deposit. . % 280.16
Sundry accounts receivable....... ... . ... o L 613,798.55

Inventories of paper, pulpwood, materials and supplics, valued on the
basiz of cost less reserve, as certified to by responsible officials of the

company. L e . e 670,700.45

$1,284,779.16
Nore—The net current assets include $15.148.13 United States funds
which are ecxpressed in Canadian dollars at par, the exchange
premium of $1,514.00 not being taken up in the accounts as at
December 31, 1942,

Owixc py ArrFiLiatTep CoMmpaxy:

G. T. Clarkson, Receiver and \Ianagcr of Abitibr Power & Paper Com-
pany, Limited . o _ . 1,899,418.60
- — $3,184,197.76
DerErrRED CHARGES:
Prepaid expenses S o y 5.557.98

Fixep AsseTs, at cost:

Cash deposit on timber limit . . % 50,000.00
Real estate.... ... ... . . o o 44,812.98
Plant, m'ichmu:, and cquipment o . 6,001,305.55
Other fixtures . L 3.679.53

eI 6.099,798.06
$9.289,553.80

Note—The investment in Thunder Bay Paper Co., Limited is carried on the books of Abitibi Power & Paper
Company, Limited and on the books of the Receiver and Manager thereof, as follows:

As at
December 31,
1942
Investment in shares... .. TR o .. B8.728,107.14
Deduct:
Amounts written off for period prior to Receivership. .. . ... 32,087,208 .44
Less—Profit during period of Receivership... .. e o 1577, 993 30
_— — 309,215.14
$8,218,892.00
Deduct
Balance owing to Thunder Bay Paper Co., Limited by Receiver and \Ianager of Abitibi
Power & Paper Company, Limited.. , . e 1,899.418.60
$6,319,473.40
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Exhibit 4

THUNDER BAY PAPER CO., LIMITED

BALANCL SHERT DECEXBER 31, 1942
LIABILITIES
SUNDRY AcCcoUuNTs PavasLE . . ‘ . 8 13447521
REeskrvE FOR DEPRECIATION o . L 2.960,491.91

CapriTAL STOCK AND SURPLUS:

Common Shares:

Authorized and issued—

20,000 shares of $103.00 cach . . $2,000,000.00

Capital Surplus {no change during vear).. . _ . 3,233,438.15

Farncd Surplus, as per statement attached 941,148.53
s —— 6,194,586.68

Coxmingexrt axp CoxTracTral Liasiuiry:
Obligation to Dominion Government in connection with the completion-of
dock construction at the Bare Point Nhll, Port Arthur.

$9,289,553.80

G. T. Crarksoxn, Receiver and Manager,
ABITIBI POWER & PAPER COMPANY, LIMITLED:

\We have examined the books and accounts of Thunder Bay Paper Co., Limited for the year ending
December 31, 1942 and have obtained all the information and explanations which we have required. An
amount of $513,000.00 has been provided from the profits for the vear for depreciation of fixed assets but we
are unable to state whether or not the accumulated reserve to this date is adequate. The conditions required
to be observed by the company under its timber concession have not been fully complied with; what obliga-
tion, if any, the company may be under in this connection cannot be determined at the present time. It is
impracticable at thiz date to accurately determine the amount of income and excess profits taxes, if any,
which may be found to be payable in respect of the profits for the year 1940 and the amount of such taxes
for the two years ending December 31, 1942; the parent company has, however, made a payment and
established a reserve in respect of such taxes on the basis of consolidated tax returns for that company and
its whollv-owned subsidiaries, including Thunder Bay Paper Co., Limited. Except as to the foregoing, we
report that, in our opinion, the above balance sheet is drawn up so as to exhibit a true and correct view of
the state of the company’s affairs as at December 31, 1942 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.,
TORONTO, May 27, 1943 Auditors.

31



Exhibit 4-A

THUNDER BAY PAPER CO., LIMITED

SURPLUS AND PROFIT AND LOSS ACCOUNT
FOR THE YFAR TFNDING DECEMBER 31, 1942

ParTIiCcULARS AdouxT

Surplus at December 31, 1940 .. . . .. $316,093.72

App:

Profit from operations for the year ending December 31,

1942, before providing for depreciation.................. ... 31,140,054 .81
Less—Provision for depreciation.. ... ... 313.000.00
. Profit for the ycar ending December 31, 1942, before
providing for income and excess profits taxes...... 625,054.31

Svrerus aT Decemrer 31, 19420 . $941.148.53
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ABITIBI ELECTRIC DEVELOPMENT
COMPANY, LIMITED

Balance Sheet and
Profit and Loss Account
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ABITIBI ELECTRIC DEVELOPMENT

BALANCIE SIEET

ASSETS

Casti oy Haxp axp oy DerostT.... .
Stuvpay AccounTs RECEIVABLE. ... ...

IxveExTORIES oF FlguipMExT AxD SUupPiiEs

(Jess reserve) oL

ReceEivasrLe Fros Arriviaren CosMpaxy:

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

Dererarp CHarGes:

Unexpired insurance, ete... .

Fixep AsseTs, at cost:
Power plant, transmission line, et¢o .

Speeders, camp buildings avd equipment ..

COMPANY, LIMITED

DECEXNBER 31, 1942

B 1.174.00

1.891.51

29.167.07

—
L Y
41
o
td
[
—
d

7.005.29

-
3

0
A7

$7.8

2
Rl
R

ISP Y |

6225

7.907.5785.08

$3.402.051.08

Notz—Investment in Abitibi Electric Development Company, Limited is carried on the books of Abitibi
Power & Paper Company, Limited and on the books of the Receiver and Manager thereof, as follows:

Investment—-
59 First Mortgage Bonds with interest due and accrued thercon.... .
Capiral Stock (20,005 shares)............. ...

Balance in Farned Surplus Account. ... ...

lzer—RBalanee owing to Abitibi Flectric Development Company, Limited

and Manager of Abitibi Power & Paper Company, Limited ..

A= at
December 31,
1942

3517647917
100.005.00
1.500.260.85
%6,776,743.02

by Receiver



Exhibit 5

ABITIBI ELECTRIC DEVELOPMENT COMPANY, LIMITED

BALANCE SHELET DECENIBER 31, 1942

LIABILITIES

SUNDRY ACCOUNTS PaYaBiE o o e e i, % 1330606

Fuxpep DepT:
5¢% First Mortgage Gold Bonds:
Due June 1, E968. ... . $5.000,000.00
Due June 1, 1971...... . .. ... . o o 1535.000.00

$3.1535.000.00
[nterest accrued thereon . . . 21,479.17
) ——— 3 176,479.17
Note—Under the terms of the Indenture and Mortgage dated as of
June 1, 1928 the company may be in default. These bonds are
owned by Abitibi Power & Paper Company, Limited and are
held as security by the Trustee under the Indenture and Mort-
gage dated June 1, 1928 securing the issue of First Mortgage
Gold Bonds of that company.

RESERVE FOR D EPRECIATION. it e e, . 1.610.000.00

CaprtaL Stock axp SURPLUS:
Common Shares—
Represented by shares without nominal or par value

Authorized—50,000 shares

[ssuecd— 20,005 shares.ooo. L, % 100,005.00
Farned Surplus—
As per statement attached L. - o e 1300.260.35

1.600,263.85

$3.402.051.08

 ———————————

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

We have examined the books and accounts of Abitibi Electric Development Company, Limited for the
vear ending December 31, 1942 and have obtained all the information and explanations which we have
required. No provision has been made {for depreciation of plant and equipment up to December 31, 1936;
amounts aggregating $1,610,000.00 have, however, been provided for the six years ending December 31,
1942, Itis impracticable at this date to accurately determine the amount of income and excess profits taxes
in respect of the profits for the two years ending December 31, 1942; the parent company has, however,
made a pavment and established a rcserve in respect of such taxes on the basis of consolidated tax returns
for that company and its wholly-owned subsidiaries, including Abitibi LElectric Development Company,
Limited. Except as to the foregoing we report that, in our opinion, the above balance sheet is properly
drawn up so as to exhibit 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 anditors have been complied with,

PRICIE, WATERHQOUSE & CO.,
TORONTO, Nav 27, 1943, Auditors,



Exhibit 5-A

ABITIBI ELECTRIC DEVELOPMENT COMPANY, LIMITED

SURPLUS AND PROFIT AND LOSS ACCOUNT
FOR THE YLEAR LENDING DECEMBER 31, 1942

ParTiCcULARS AxouxT
Surplus at December 31, 1941 . $1,482,932.09
App:
Profit from operations for the year ending December 31,
1942 before providing for depreciation . ... .. $665,078.76
Less—Provision for depreciation .. ... $390,000.00
Interest on 5% First Mortgage Gold
Bonds ... . 257,750.00
e 647,750.00
Profit for the year, before providing for income
and excess profits taxes ... .. 17,328.76
Bavraxce a1 Decemser 31, 1942 . 51,500,260.’83
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KAMINISTIQUIA POWER CO., LIMITED

Balance Sheet and

Profit and Loss Account
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KAMINISTIQUIA POWER CO., LIMITED

BALANCE SHERT DLECENBER 31, 1942
ASSLETS
CURRENT AssETS:
Cash on hand and on deposit. ... ... B 818.24
Sundry customers’ accounts, less TeS€IvVe. . . e el 13,992.47
Inventories of supplies.... .. ... . .. ROV 10,347.97

3 25.158.63
IxveEsTMEXT, less reserve.. . e e e e 1.00

RecE1vaBLE FROM AFFILIATED CoMPAXY:
Abitibi Power & Paper Company, Limited—
Balance owing in respeet of peried prior 1o Receivership ... ... § 42849338

Portion of power billings during period September 10, 1932 10 April
30, 1937, being the excess of charges under power contract, over
power used which has been charged to the Receiver and Manager
of Abitibi Power & Paper Company, Limited .. ... . . 851.166.40

$1.279.659.78
;. T. Clarkson. Receiver and Manager of Abitibi Power & Paper
Company, Limited—
For power used and collections retained, etco........ ... 343.585.10
1,623,244 88
DererrED CHARGES:

Unexpired IMSUTATICE. €10, .t it i i e o e 2.964.10

F1xXxED AsseTs:

Waterpowers, lands, buildings, etc., at appraiscd value as reported by
Walter J. Francis & Co., Engmcers as at September 1925, plu~
subsequent additions. at cost .. ... e e e 0,391,261.43

$8,042.630.09

Norte—Investments in Kaministiquia Power Co., Limited arc carried on the books of Abitibi Power & Paper
Company, Limited and on the books of the Receiver and Manager thereof, as follows:

Az at
December 31,
1942
Investmen1—
5% First Mortgage Bonds with interest acecrued thereon. . - . $3,514,583.33
Capital Stock (40,000 shares)... ... . o 950,000.00
Balance in Farned Surplus Account...... . .. o0 S 911,023.44

$5,375,606.77

Lrss—Balances owing to Kaministiquia Power Co., Limited by—
Abitibi Power & Paper Company, Limited ... T $1,279,659.78

Receiver and Manager of Abitibt Power & Paper Company Limited 343,585.10
——  1,623,244.88

$3.752,361.89




Exhibit 6

KAMINISTIQUIA POWER CO., LIMITED

BALANCE SHEET DECENIBER 31, 1942
LIABILITIES

SuxprY AccouxTts PavaBLE.... ... USSR OTE i B 8,671.73

Fuxpep DebT:

397 First Mortgage Gold Bonds, due 1968, $3,300,000.00

Interest acerued thercon. . 14.583.33

——  3,514,583.33

Nore—Under the terms of the Indenture and Mortgage dated as of

Junc 1, 1928 the company may be in default. These bonds are

owned by Abitibi Power & Paper Company, Limired and are

held as security by the Trustee under the Indenture and Mort-

gage dated June 1, 1928 securing the issue of First NMortgage

Gold Bonds of that company.

RESERVE vorR DEPRECIATION OF PLANT. ... e 2.060,964.51

CaritaL STock axp SurpPLUS:

Represented by shares without nominal or par value
Authorized and issued—
Class “A™ Non-Voting 30,750 shares
Class “B” Voting 9,250 shares..................... % 950.000.00
Capital Surplus (no change during year). ... 5‘97.387.08

$1,547.387.08
Farned Surplus—

As per statement attached. L 911,023.44
L 2.438,410.52

$8.042,630.09

ArprovED ox BeuarLr oF tTHe Boarp:

.. R. WILSON, Director
W, H. SMITH, Dircctor

. T. Crarksox, Receiver and Manager,

ABITIBI POWER & PAPER COMPANY, LIMITLED:

We have examined the books and accounts of Kamirnistiquia Power Co., Limited for the year ending
December 31, 1942 and have obtained all the information and explanations which we have required. Fxcept
that no provision has been established against the account receivable from Abitibl Power & Paper Company,
Limited nor for depreciation of fixed assets during the period from September 1, 1932 to December 31, 1936
{amounts aggrégating $881,000.00 have been provided for depreciation for the six vears ending December 31,
1942}, we report that, in our opinion, the above balance sheet a1t December 31, 1942 is properly drawn up
so as 10 exhibit 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.

PRICE, WATERHOUSE & CO.,
TORONTO, May 27, 1943, Auditors,
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Exhibit 6-A

KAMINISTIQUIA POWER CO., LIMITED

SURPLUS AND PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDING DIECEMBER 31, 1942

ParTICULARS Asouxt
Surplus at December 31, 1941 S $963,405.59
Profit from operations for the vear ending December .31, 1942,

before providing for depreciation (after charging cxecutive
salaries as represented by amounts paid to officers $8,200.00) $312,617.85

Less—Provision for depreciation.. . . ... ... . $190,000.00
Interest on 5% First Mortgage Gold Bonds  175,000.00
— - ——  365,000.00
Loss for the year. .. ... .. ... . .. N __—_ 52,382.15
Bavrance aT Decemser 31, 1942, o PO11,023.44




MATTAGAM]1 RAILROAD COMPANY

Balance Sheet and
Profit and Loss Account
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MATTAGAMI RAILROAD COMPANY

BALANCE SHERT DFECEXNBER 3L 1942

ASSIETS

SUNDRY ASsETS:

Cash ondeposit....... ... . ... .. ST . % 10000
Accounts teceivable.,.. ... . ‘ . o . 4.003.16
Inventory of coal, ete., at cost. S 13.169.03
—— 31727221

ReceErvapre Frov Averniaten Cospaxy:

Abitibi Power & Paper Company, Linited . S : S 397,460,112
G. T. Clarkson, Receiver and Manager of Abitibt Power & l’xpcr Compdnv,

Limited ... el ST R URUT e e . 63.500.09
—— 160.960.21

Dererren CHARGES:

Unexpired insurance. . . - . . _ R338.93

Fixen Assuers:
Rolling stock. rails, equipment, ete... . . - o 244.966.94

3424,058.31

Nore —The investment in Mattagami Railroad Company is carried on the books of Abitibi Power & Paper
Company, Limited and on the books of the Receiver and Manager thereof, as follows:

As ar
December 31
1942
Investment—
Capital Stock (2,500 shares) ... ... U o $230.000.00
Balance in Farued Surplus Account. .. .0 L . . 12551489

837551489
Less— Balances owing to Mattagami Railroad Company by —

Abitibi Power & Paper Company, Limited........ ... .. .. $97.460.12

Receiver and NManager of Abitibi Power & Paper Company, Limited. ... 63,500.09
—  160.960.21

$214,554.68



Exhibit 7

MATTAGAMI RAILROAD COMPANY

BALANCE SHEET DECEMBIER 31, 1942
LIABILITIES

SUNDRY ACCOUNTS PV aBLE o oo e e e e e & 354342

RESERVE FOR D E P RECIAT IO N, o o o e e e 43,000.00

CaritaL STock AND SURPLUS:

Common Shares:

Authorized—

10,000 shares of $100.00 cach. ... $1.000,000.00
[ssued-—

2,500 shares of $100.00 each ..., ... % 230,000.00

Elarned Surplus—

As per statement attached........ .. ... . s e 123,514.89
—— 375.514.89

$424,058.31

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

We have examined the books and accounts of Mattagami Railroad Company for the vear ending
December 31, 1942 and have obtained all the information and explanations which we have required. No
provision has been established against the account receivable from Abitibi Power & Paper Company, Limited
nor has provision been made for accruing depreciation of rolling stock, rails and equipment, etc., up to
December 31, 1936; amounts aggregating $45,000.00 have, however, been provided towards depreciation
in the six years ending December 31, 1942, It is impracticable at this date to accurately determine the
amount of income and excess profits taxes, if any, which may be found to be payable with respect to the
profits for the year 1940; the parent company has, however, made a payment in respect of such taxes on the
basis of a consolidated tax return for that company and its wholly-owncd subsidiaries, including Mattagami
Railroad Company. Lxcept as to the foregoing, we report that, in our opinion, the above balance sheet at
December 31, 1942 is properly drawn up so as to exhibit 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.

PRICE, WATLERHOUSE & CO,
TOROXNTO, May 27, 1943, Auditors.



Exhibit 7-A

MATTAGAMI RAILROAD COMPANY

SURPLUS AND PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDING DECENIBER 31, 1942

PaRTICULARS AMOUNT
Surplus at December 31,1940 . . ... .0 0L 0L . $149,325.04
Depucr:
Loss from operations for the year ending December 31, 1942
before providing for depreciation . .. ... $13810.15
Provision for depreciation. = . o e . 10,000.00
Loss for the vear ... . . . ... . ... . .. . 23.810.15
Baraxce aT Decexser 31, 1942 .. $125514.89
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PROVINCIAL PAPER, LIMITED

Balance Sheet and
Profit and Loss Account
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PROVINCIAL PAPER, LIMITED

BALANCE SHEIT DECENMBISR 31, 1942
ASSLETS
CurrRENT ASSETS:
Cash on hand and in banks. .. ... ... ... % 490,743.36
Accounts receivable, less reserve for bad debts, et 821,631.72

Dominion and Provincial Government bonds, at cost (market value

B798.750.00) oo e e et . 801,760.00

Inventories of paper, pulpwood, materials and supplies valued at or
below present market prices, not above cost, as determined and
certified to by responsible officials of the company, and expenditures
on 1943 wood operations, after giving cffect to an accumulated re-
serve against future depreciation in inventory values amounting

to BI89.315.09 RO 1.746.242.17

NoTte-—The net current assets include 339,588.60 of United States
funds which are expressed in Canadian dollars, the exchange

premium of $3,958.86 not being taken up in the accounts as at
December 31, 1942,

Reruxpasre Portiox oF DoMminiox Fxcess Prorrrs Tax (estimated) .. ... . . 30.449.11

OTueR AsSSETS:

Investments in subsidiary and other companies.................. ... U 1£1.275.31

ProPERTY AxD PrLaxT:

Land, buildings, equipment, etc......... oo i oo o T 9.950,841.56

DEererrED CHARGES:

Unexpired TSUTANCE . oo i e e e e e ST 5,676.73

$14,028,619.96

NoTe--The investment in shares of Proviucial Paper, Limited is carried on the books of Abitibi Power &
Paper Companyv, Limited and on the books of the Receiver and Manager thereof, as follows:

As at
Deccember 31,
1942
Investments in Shares of and Advances to Corporations other than Wholly Owned Sub-
sidiaries—
100,000 shares common stock without nominal or par value, carried at arbitrary
value of o e . . B1500,000.00
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PROVINCIAL PAPER, LIMITED

Exhibit 8

BALANCE SHELT DLECENBIER 31, 1942

LIABILITIES
CURREXNT LIABILITIES:

Accounts payable and accrued liabilities ... % 289,688.88
Dividend on preferred stock—134%, payable January 2, 1943, . 61 250 00
Bond interest accrued.. ... 78 251.66
Reserve for Dominion income and excess proﬁm taxes
{estimated). .o . §  498,505.59
Less—Payments made on account thcrcof 300,000.00

198,505.59

MorTcacke DEBT:
31597, First Mortgage Sinking 'und Redecmable Bonds,

due 1947:

Authorized. .. . . .. o . $l() 000,000,000

Issued............ . R SRR U PR RUPRT $5,300,000.00
L:ﬁ——Rcdeede e .. 2,218.000.00

NoTe: The principal and intercst on the above bonds are pavable at
the holder’s option in Canadian or United States currency.

REeservE rorR DeEPrECIATION 0F BUILDINGS AND lSQUIPMENT.........
GENERAL RESERVES. ..o i o e

CariTaL Stock:

Authorized and issued--—
35,000 shares 7% cumulative preferred stock of $100.00 each. ... $3,500,000.00
100,000 shares common stock without nominal or par value ... .. .. 100.000.00

FARNED SURPLUS. ... PO UR PR :

Dererrep Scrprus —refundable portion of Dominion excess profits tax
{estimated) as percontra. ...

AtpiTors” REPORT TO THE SIHAREHOLDERS:

tr
~I
I

696.13

3,082,000.00

4,825,384.28
621,286.11

3,600,000.00
1,291.804.33

30,449.11

%14,028,619.96

We have examined the books and accounts of Provincial Paper, Limited for the yvear ending December
31, 1942 and have obtained all the informatien and explanations which we have required. We report that,
in our opinion, the above batance sheet at December 31, 1942 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.
.

PRICI. WATERHOUSE & CO.,
TORONTO, February 17, 1943, Chartered Accounrtanss,
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Exhibit 8-4

PROVINCIAL PAPER, LIMITED

STATEMENT OF EARNED SURPLUS AND PROFIT AND LQOSS
FOR THE YFEAR ENDING DECEMBER 31, 1942

PARTICULARS Avoursy

Profit for the vear ending December 31, 1942, including income
from investments, but before providing for the undernoted

charges . AT o . L $1.216.959.65
Denuer:
Provision for depreciation : e .. $300,000.08
Interest on mortgage debt | o o $169.554.00
.S, exchange premium paid thereon o 18,393.51
—_— 187.947.51
—— 487.947.51
Proft for the vear, before providing for income
and excess profits taxes ... ... .. $ 72901214
Devuer:
Provision for Dominion income and excess profits taxes
{estimated).. ... ... : O 450.000.00
Net Profit for the vear. ST . $ 279012.14
Abop:
Farned surplus as at January 1, 1942 . i ) ©1,257.792.19
$1.536,804.33
Depuer:
Dividends on 7% cumulative preferred stock.. ... . .. 245,000.00
InarxEp SURpLUs as a1 Decevser 31, 1942 $1.291,804.33
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