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Report of the Directors

The forest products industry experienced one of its most
difficull vears smce the last world war. Inflaticnary infiuences
caused manufacturing and distribution coests to increase
bevond expectations. Because of the economic downturn in
principal markets and the intensity of comipetitive pressures,
the inflation that occurred in costs was not oilset in selling
prices and there was serious erosion of profit margins, Pro-
ceeds [tom export sales were materially reduced during the
last seven months as a consequence of the freeing of the
Canadian dollar at the end of May.

Net sales by Abitibi were $284,000,000 compared with
$287.000,000 in 1969, a decrease of 1%, Sales to Canadian
customers accounied for 43%7 of total volume and sales in
other markets provided 37%,.

A comparison of net sales by principal product groups with
those of the prior yeur is as under:
1970 1969

Newsprint, pulp and

groundwood specialty

PAPEIS. o v $ 149,360,000 S 155.269,000
Fine papers, including

merchant and converting

operations. ............ 74,618,000 69,680,000
Board products and
corrugated containers. . . 59,969,000 62,051,000

5 283,947.000 § 287,000,0&)

Net earnings [rom operations declined to $5.032,124 com-
pared with $12,141,082 in 1969. Further, as a resuft of the
freeing of the Canadian dollar from exchange control, it was
necessary to adjust net balances receivable in U.S. and other
currencies at May 31, 1970 to the actual or estimated yields
on the subsequent conversion to Canadian funds. The after-
tax loss of $455,000 {rom this extraordinary adjustment,
shown as a separale item on the statement of Consolidated
Net Earnings, reduced net carnings for the year to $4.577,124.
After providing for dividends on preferred shares, net earn-
ings for the year were 214¢ per common share compared
with 63.8¢ in 1969.

There was considerable variation in net earnings by quarters.
The first quarter, which was unaffected by the frecing of the
Canadian dollar, proved to be the best quarter of the vear.
The third quarter, in which we had a loss, was hit by the
dollar problem, sharply rising costs and reduced volume. In
the final quarter we had a profit which was increased by
favourable vear-end adjustments.



SALES BY PRODUCT GROUPS

millions of dollars

B newsprint/Pulp/ Hl usA

Groundwood Specialty Papers
Fine Papers/Merchant and
Caonverting Qperations

] Building Matenials/Containers/
Corrugating Medium
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1961 62 63 G4 66 66 67 68 69 70 1961 62 63

In retrospect, it is clear that we had three major problems,
cost inflation, the higher value of the Canadian dollar and
depressed markets due to general economic conditions in
Canada and the United States, To combat these problems
we have taken and are taking many steps to reduce manu-
facluring and overhead costs and to improve volume. How-
ever, as a company ortented primarily to world markets, we
find it most difficult to expart our cost inflation or the effect
of government policies that materially reduce profitability.

Financial

In the carly part of the year we issued $15,000,000 934%
Sinking Fund Debentures, Series I, in Canadian funds.
Proceeds of this issue were used to repay bank loans and to
improve our working capital resources. Net working capital
at the close of 1970 amounted to $77,118,000 in comparison
with $64,505,000 at the close of 1969, an improvement of
$12,613,000,

In past yecars, for balance sheet presentation in Canadian
dollars, it was our practice to translate long term debt pay-
able in U.S. funds at the exchange rate in effect at the date
the debt was incurred. A continuation of this practice in

SALES BY MARKETS

millions of dollars

Canada

250

200

50

64 65 66 67 68 69 70

1970 would have resulted in a large overstatement of our
long term debt at the existing rate of exehange. For this
reason, we have translated such debt at the year-end rate.
Additionally, deferred taxes of U.S. subsidiary companies
have been translaled at the year-end rate in place of the
former historical rate. As an offsct to these credits, thereis a
shrinkage in the Canadian dollar valuc of the working capital
of U.S. subsidiary companies. The net credit balance of
$5,154,000 resulting from the foregoing is carried forward on
the Consolidated Balance Sheet as “Unrealized Gain on
Translation of Foreign Currencies”. For comparative pur-
poses, the 1969 balance sheet has been similarly adjusted.

Dividend on Common Shares

It became unmistakably clear in the third quarter that net
carnings would be far below those of 1969 and would be
insufficient to maintain the dividend on common shares at
9¢ per share per quarter or 36¢ per annum. After thorough
consideration, the directors reduced the dividend on com-
mon shares 10 a basis of 5¢ per share per quarter. Dividends
paid on January I, April | and July 1 were at the rate of 9¢
per quarter and the dividend paid on October 1 was at the
reduced rate.

Roll after roll of newsprint from seven strategically
located mills provides the major portion of
Abitibi’s product mix. During 1970, newsprint
was shipped to customers in Canada, the

United States and over 30 other countries.
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Fhe fine aned priniing papers of Abitibi Provincial
Paper Lid. are used extensively in the packaging
af many grocery aid houschald {ems that pass
by the check-ouwr comior of a supermarked.

The development of new paper grades and their
promotion by direer wmall, media advertisement,
and at rrade shows support the programs

of eur sales foree.
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Mattabi Vines Limited

Mattabr Mines Limited was incorporated late in the year to
take title o the mineral lands containing the commercial
orebody located on Abiubi {reehold lands about 130 mules
northwest of Thunder Bay, Ontario. In accordance with the
exploration agrecment, this company 15 to be owned 607, by
Mattagami Lake Mines Limited ang 409 by Abitibi.

The established orebody consists of ore reserves of close to
13.000.000 tons grading 7.60%; zinc, 0.917%, copper, 0.84%,
lead, 3.13 oz. silver and 0.007 oz. gold per ton. Maost of this
orebody was found between the surface and the 300 foot
horizon. The orebody has not been delimited at depth and
several geophvsical targets remain 1o be tested.  Further
drilling 15 not planned until Mattabi is able to sustain its own
costs of exploration,

The mine is being developed for a planned production rate of
3,000 tons per day. A target date of July 1, 1972 has been set
for commencement of operations. Development work is
progressing favourably. An access road of cleven miles has
been completed, Clearing of the mine site and removal of
pulpwood from the operating area is under way. Contracts
have been awarded for clearing 34 miles of hydro line right-
of-way, the initial stripping of owverburden, provision of
essential services and for administration buildings.

Capital requirements for fixed assets, pre-production ox-
penses and working capital are estunated at $42,500,000 and
financing of this amount is being arranged by Maltabi Mines
Limited. 1t is expecled, with current prices of metals, that
this borrowing can be repaid over @ three-year period out of
cash flow from operations.

More than 8,000,000 tons of the ore reserves, grading 8,904
zine, 1.06%7 copper, 0.99% lead, 3.98 oz. silver and 0.008 oz,
2old per ton will be mined initially by the open-pit method
and later phased with extraction ol the deeper ore by under-
ground methods. Commencingin 1972, Abitibi’s earnings will
reflect its 409 equity in earnings of Mattabi Mines Limited.

CASH FLOW

millicns of dollars

B Net Earnings

= Depreciation and Depletion
[ Deferred Taxes on Income
B Dividends Declared




Mineral Potential

In addition to the 40% equity in shares of Mattabi Mines
Limited, we have a potential for further mineral discovery
and development on our holdings of 800 square miles of
forest lands northwest of Thunder Bay and 216 square miles
to the north of Timmins.

Mattagami Lake Mines Limited is continuing the exploration
of the 36 square mile area in which the valuable holding of
Mattabi Mines Limited was found. A favourable geological
formation exists on the lower portion of our Block 8, eight
miles to the west, where we did some exploration including a
selective drilling program, Exploration of our holding north
of Timmins by experienced mining interests is continuing
under the terms of an agreement enfered into in 1966. This
1s the only exploration agreement in effect other than the
agreement with Mattagami.

As of this date, we have no knowledge of any discoveries of
commercial value from the above programs.

Newsprint and Pulp

Consumption of newsprint in North America, our principal
market, was below industry expectations showing a decline
of 2% in comparison with an anticipated growth of 39%.
This was due to generally slack business conditions that
reflected in reduced newspaper advertising linage which has
a direct impact on the consumption of newsprint. Elsewhere
in the world, consumption equalled or exceeded expectations
with a growth rate greater than 4%,. Production by the

United States domestic industry showed an increase of over
2% while shipments to that market by the Canadian industry
declined by more than 4%, Canada provided the United
States with 64% of its newsprint compared with 655 in 1969.
Abitibi production and shipments declined 3%/ in a year
when the outlook was for growth. Profit margins suffered
severely as costs for pulpwood, labour, power, supplies and
transportalion to markets increased more than the small
increase in selling price introduced at the commencement of
the yvear. Net proceeds from export sales were reduced by
the changed value of the Canadian dollar.

The outlook for the newsprint industry in {971 is for some
growth in consumption and production beginning about
mid-year. Costs will continuc to rise as inflationary forces
have not been halted and will continue to exert upward
pressures.

An announcement was made early in 1970 of our intention
to install a new high-speed paper machine at Iroquois Falls
including the “Papriformer” twin-wire forming unit. Due to
market conditions and reduced profit potential, it was de-
cided to defer this project until more favourable conditions
develop.

Pulp markets were strong for most of the year and our krafi
pulp mill at Smooth Rock Falls shipped a record 110,000
tons with inter-company sales continuing to provide a firm
market base. The stud mill, recently installed to integrate
forest operations, showed progressive improvement through-
out Lthe year.

Progress is being made by Martabi Mines Limited,
aimed at a start-up of produciion by mid-1972.

In this aerial view taken last November, we sep
site preparation for the 3,000 tons-per-day
concenirator, the adminisiration buildings and

the housing of consiruction personnel
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Fine Papers Group

Production by the Canadian industry recorded a strong
advance with domestic shipments up 47 and an increase in
exports as manufacturers became more aggressive in their
efforts to improve volume and extend production runs. The
higher value of the Canadian dollar lowered the cost of
imported papers causing reduced selling prices for many
grades in response to import competition, Imports of fine
papers held at 1969 levels. Profit margins suffered with the
relationship between costs and selling prices seriously out of
balance.

Operations of Abitibi Provincial Paper Lid. reflected indusiry
conditions with a gain in volume, lower selling prices and
reduced earnings., We were unable to ofiset the cost escala-
tion we experienced notwithstanding intensive cost reduction
programs and improvements in manufacturing techniques.
We continued to stress production efficiencies, length of runs,
quality of product and development of new grades.

We are optimistic about growth in volume for fine paper
grades in 1971 based on recently introduced new products
and expansion of the Canadian market. We will continue
our efforts to develop and promoete new and profitable
specialty grades. Present indications are that selling prices
will show modest improvement.

Hilroy Envelopes & Stationery Limited had a successtul vear
with its many consumer products continuing to be held in
high regard in the Canadian market. Canada Envelope
Company, with plants in Montreal, Toronto and Stellarton,
fully maintained its market position in a difficult year.

In March, we acquired all the outstanding shares of Neville
Papers Limited, Ottawa, and ownership was immediately
transferred to Inter City Papers Limited. Branches of this
well-cstablished merchant business now consist of Whyte-
Hooke Papers, Toronto, T. B. Little4+Corbeil, Montreal
and Quebec City, and Neville Papers, Ottawa,

The movemenr of Abitibi producis to the market
place utilizes all major carrier systems.

Shown on this page is newspriit being loaded

on a ship bound for Lebanon. Precision-end-1rim,
2" x 47 studs are seen being loaded for rail
rransportation to United States customers.

Many of Abitibi’s eontalier and fine paper
products are trucked 1o Canadian cusiomers.
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Board Products Group

Net sales of the Board Products Group were below those of
1969 reflecting market conditions, severe competitive pres-
sures and lewer prices. Housing starts, the barometer of
building products activily, continucd at a low level in both
the United States and Canada with an increasing share
diverted to the construction of highrise and mobile home
umis that provide only a limiled potential for our products.

Our major hardboard plant at Alpena overcame the serious
start-up problems of the prior year, The hardboard plant at
Roaring River, North Carolina, commenced operations in
September with the manufacture of primed ¢xterior siding.
No sericus start-up problems were encountered and volume
has been improving month by month as the work force gaing
experience in the operation of this highly-automated plant,
Operations at this new plant should move te a near capacity
level at an carly date. Our U.S. plants are in an excellent
position 1o share in the improvement in market conditions
expected 1n the current year.

We had a most unsatisfactory year in our hardhoard opera-
tions in Canada, In this country we have a large cxeess of
manufacturing capacity that was created, in part, with sub-
stantial financial support from governments. Exports are
much below planned levels and competition lor domestic
business has reduced prices and destroyed profit margins,
In Abitibi, we have responded with an intensive program to
achicve utmost manufacturing efficiency and lowest possible

Costs,

Our production ol corrugating medium again increased over
the prior year with recently-cxpanded facilities operating
wetl. Abitibi Containers Lid, inercased its sales of corrugated
containers with a volume increase exceeding industry growth
inits market area.

Madern logging cquipnient processes the basic
raw tnaterial, pulpweod trecs, for shipient 1o our
wmitls, The Arboisarik foiler-bunchior cots the tiees,;
the wheeled-slidder defivers tree-lengths to the
road side. The stasher-fouder cuts the tree-fengths
e 8-faot logs and loads then on a trick-irailer,
Fiaally, the I3-ton payload is hailded diveci 1o

owr mill or to a siding for raif shipmein.



Pollution Abaiement

Abitibi has long recogmized the need for eflective anti-
pollution measures and its outlays {or this purpose have been
substantial. In a period of ten years, we have spent more
than $18,000,000 in Canada and the United States on pro-
jects associated all or in part with pollution abatement,
Water in large guantities is an essential ingredient in the
manufacture of pulp and paper products. Its subsequent
release into receiving waters can be a source of pollutants
although much depends on the total burden placed on these
waters from discharges of all kinds made up of human,
agricultural, manufacturing and other wastes,

Progress in pollution abaternent in this industry has reached
the stage where {urther major achicvement in somc areas
must come from the investment of large sums in new facilitics
and improvements in technology.

Abitibi is co-operating with regulatery agencies in the juris-
dictions in which it operates and its mtention to continue
pollution abatement outlays 18 a matter of record. Under
existing circurnstances, the funds for such programs must be
raised through profit from the sale of products and this is a
limiting factor on the speed with which pregress can be made.

Employee Relations

In common with the Eastern Canadian industry. ¢ollective
ggreements with unions representing employees in most of
our Canadian mills expired on April 30, 1970 and were sub-
ject to renegotiation and rencwal. Agreenients with wood-
lands workers in Ontario expired on August 31, 1970, 1t was
apparcnt carly in the vear that negotiations would be diflicult
and lengthy.

Negotiations commenced with mill unions bargaining as a
group although one principal union withdrew before agree-
ment was reached. With this joint group a two-year contract
was agreed to and ratified.  Elsewhere in the industry, ne-
gotiations resulted in three-year agreements and. at a later
date, we reached agreement on this basis with the union that

The Abitibi program for treatment of il effluent
mvelves batl the research laboratory and
msteattarions at miil focations. Ar Abitibi Research,
a bfochemical engineer in consultation with
HVersity feai carios ouf a study aimed at the
developuent of a strain of organisms that woitkd
aecelerate the bivlogical degradation of waste in
the lagoon treatment svstem. A¢ the Mission Mill
(Hlunder Bay, Onrario) efllivent treanent lagaons
(L) aud bark retention lagoons (RY are a part af te
waste treqteat sysiem that mieets the requirements
of the Ontario Warey Resources Conimission,
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elecled to bargain separately. Both settlements were com-
patible, one with the other, except for matters affecting the
third year. These and other settlements conformed with the
general pattern that emerged from industry negotiations,
Near the end of the vear we reached agreement with the
woodlands unions,

Board of Directors

During the year, Lord Thomson of Fleet, a director for nine
vears, retired from the Board. He attended the annual meet-
ing, however, and his remarks to shareholders on his business
expericnces in Ontario and his early association with Abitibi
were of great interest to all. He was appointed an Honorary
Director in appreciation of his valuable services.

At the annual meeting in April, Kenneth R. Thomson was
clected a dircctor. He brings to the Board the viewpoint of
an experienced publisher having a close and continuing con-
tact with the newspaper publishing business in North
America, the United Kingdom and elsewhere. His sound
judgment and understanding of business affairs adds strength
to the Abilibi Board.

It is virtually impossible ta express adequate appreciation for
the great contribution made by Douglas W. Ambridge, C.B.F.
vho resigned from the Board during the year, No one person
had greater influence or responsibility over a longer period of
time. From 1946 to 1963 he was President, Chief Executive
Officer and a director. For the following four years he was
Chairman of the Board and he continued as a director until
his recent retirement. The entire Abitibi orgamzation holds
him in the highesl esteem and will always do so. He was
appointed Honorary Director and Honorary Chairman in
recognition of his outstanding record.

The hissing discharse of a massive cloud of steam
as the press closes is a dramatic moment in the
manifacture of exterior siding at the Roaring River,
N.C. plame. With an ananal capacity of 100
mitlion square feet, this plant is moving toward
maximum output,

Outlook

The outlook for the current year is for improved general
business conditions and a related improvement in demand
for the products we manufacture. Paper consumption is
closely linked to the general level of business activity and the
expected upturn should reflect in increased usage of news-
print and fine papers. Lower interest rates and availability
of funds should stimulate construction activity and reflect
favourably on the demand for building materials.

The outlook fer profit improvement continues to be obscure.
It would be overly optimistic to expect a rapid return to a
profit level that affords a satisfactory yield on our substantial
investment in plant and equipment. The major contributing
lactors to the downturn in earnings—rising costs, unreward-
ingselling prices and the high value of the Canadian dollar—
are continuing industry problems. Stabilization of the Cana-
dian dollar at a lower level would do much to stimulate
Canada’spulpand paperindustryand the Canadian economy.

On behalf of the Board,

T

President and Chief Executive Officer

Toronto, February 9, 1971.



Forests and waterways are amens
e most valued natural resources.
I the management of natieral
resources, Abitibi co-operates with
goveriments (n the development and
application of sownd nudtiple-use,
forest iranagenient programs.

Abitibi Paper Company Ltd. and subsidiary companies

Consolidated Net Earnings

Year ended December 31

Consolidated Retained Earnings

Revenue: 1970 1969
Netsales, ... . . $283,947,177 $287,000,009
~Interest and otherincome...... . .. ... ... ... .. 2,166,574 2,298,932
286,113,751 289,208,941
Costs and expenses:
'mb
Costof products sold. ... ................... ... 227,709,937 217,781,665
" Provision for depreciation....................... 15,652,793 15,254,97]
- Provision for depletion............ ... ..o 369,733 820,772
Selling, general and research expenses............. 21,441,323 20,691,799
vEmployecs’ pension plans (note 2),................ 2,969,663 3,116,740
“Intercst on-bank indebtedness. . .......v.ovvonn ... 925,315 791,580
v Interest and expense on long term debt,........... 7,372,863 6,393,332
276,451,627 264,850,859
Earnings before taxes on income. ... ..... .. ..., 0.662.124 24,448,082
Taxes on income:
CUrrent (no1e 3. ..ot e e e 4,492,500 11,422,500
Deferred.. . ... .. oo 137,500 884,500
4,630,000 12,307,000
Net earnings from operations. . ................. 5,032,124 12,141,082
Extraordinary loss on balances receivable in other
currencies, resulting from the freeing of the Cana-
dian dollar at May 31, 1970 (net of income tax
reductions of $381,300). ......... ... ... ... ... .. 455,000 —
Net earnings for the year. ................... ... § 4,577,124 S 12,141,082
Per comnion share!
Net earnings from operations................. 23.9¢ 63.8¢
Net earnings for the year. .. ................. 21.4¢ 63.8¢

Year ended December 31

1970 1969

Retained earnings at beginning of year............ $135,834,584 S$130,873,512
Net earnings forthe vear. ........ ... .. ... ...... 4,577,124 12,141,082
140,411,708 143,014,594

Dividends declared on preferred shares. .......... 749,906 750,000
Dividends declared on common shares............ 5,005,828 6,430,010
5,755,734 7,180,010

Retained earnings atend of year................ $134,655,974 $135,834,584
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Consolidated Balance Sheet

ASSETS December 31
1970 1969
Current Assets:
S e $ 2,185137 $ 3,660,986
Short term investments at cost which approximates market............ 434,414 2,088,117
Accounts receivable, less allowance for doubtful accounts............. 61,999,099 57,721,160
Inventories:
Finished products, goods in process, materials and supplies at the
lower of cost or net realizable value............................ 28,628,110 28,008,922
Pulpwood and expenditures on current logging operations at cost. ... 22,323,822 20,829,529
Prepaid insurance and otherexpenses. ... . i 2,382,781 1,144,320
117,973,363 113,513,034
Capital Assets:
Properties, plant and equipment (note 5).. .. ..o 437,483,428 423,285,816
Less—Accumulated depreciation............. . i 230,493,767 217,828,949
206,989,661 205,456,867
Logging equipment and development at depreciated cost.............. 6,527,308 6,453,822
Woodlands, both frechold and leasehold, and water power rights, less
accumulated depletion of 57,441,821 (1969 —$7,072,088)........... 25,886,653 26,167,685
239,403,622 238,078,374
Investments and Other Assets:
Bonds, debentures and notes at Cost. . ... o vt 3,518,232 5,432,143
Townsite mortgages and advances at cost...........oooi ... 1,770,486 1,646,038
Investment in Mattabi Mines Limited at cost........................ 3 —
Other INVeSIMENTS Al COSt. ..\ttt ettt ittt e et nes 2,215,087 2,179,528
Cost of shares of subsidiary companies in excess of book values of under-
lying net assets at dates of acquisition............. .. ... ... ... ... 21,987,652 21,894,313
Unamortized discount and expense on long termdebt. .. ............. 1,203,596 950,432
30,695,056 32,102,454
Approved on behalf of the Board:
T. J. BeL, Director
P. E. RoperTs, Director
$388,072,041 $383,693,862




Abitibi Paper Company Litd, and subsidiary companies

LIABILITIES

Current Liabilities:

Bank indebledness....... ... i i
Accounts payable. ... ... .o e
Dividend payable January Ist.. ... ... .. . i iiiiiiiii e
Interest accrued on longtermdebi...... ... oLt

Income and other taxes. ... .ot i e

Long Term Debt (notes 1and 6), . ... ..o,
Deferred Taxeson Income. . .. ....... ... ... it riiinininnnnn.

Unrealized Gain on Translation of Foreign Currencies (notc 1)... ...

SHAREHOLDERS’ EQUITY

Preferred Shares: (note 7)

Authorized: 1,000,000 shares par value $50 issuable in series
(200,000 shares issued; 200 shares purchased and cancelled)

Qutstanding: 199,800 714°%, Cumulative Redeemable Preferred Shares,
Series A (1969 — 200,000 shares)......................

Common Shares: (note 8)
Authorized: 24,000,000 shares without nominal or par value
Issued: 17,884,384 shares (1969 — 17,863,384 shares).................

Retained Earnings (note 9). ... ... .. ... i et

December 31

1970

$ 12,426,394

1969

3 13,754,965

19,973,829 23,600,805
894,219 1,607,705
1,432,877 1,168,552
1,025,082 4,654,616
5102,728 4,221,624
40,855,129 49,008,267
118,370,000 109,551,610
29,867,004 29,687,809
5,153,565 639,160
9,990,000 10,000,000
49,180,369 48,922,432
134,655,974 135,834,584
193,826,343 194,757,016
$388,072,041 $383,693,362
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Abitibi Paper Company Lid, and subsidiarry companies

Consolidated Source and Application of Funds

Year ended Deeember 31

1970 1969
Source of Funds:
Netearnings forthe year. .. .. ... o i i i s 4577124 § 12,141,082
Non-cash charges deducted in arriving at net earnings:
Depreciation and depletion............. ... ... .. .. . 16,022,526 16,075,743
Deferred taxes on income, ., ..........cooooeann. e 137,500 884,500
Discount and expense on long term debt. ... ... ... oL 80,993 71,946
20,818,143 29,173,271
Increase in long termdebt. .. ... ... . 19,436,485 10,317,387
Disposal of capital assels. ... ...t i e 172,288 1,241,419
Common shares issued under option agreements..................... 7,937 72,250
Decrease in miscellaneous investments. ... oot in e, 1,732,301 (314,723)
42,167,154 40,489,602
Application of Funds:
Invested in capital assets. .. .o v i e e 17,343,208 24,711,911
Retirement of longternmidebt. ... ... ... . .. i i 5,732,599 5,800,711
Retirement of preferred shares.......... o i 9,786 —
Dividends declared on preferred shares......... ... ... ... ... .... 749,906 750,000
Dividends declared on common shares. ........... ..o e, 5,005,828 6,430,010
Unrealized loss on translation of working capital of United States
SUbSIdIAry COMPANIES, .. vuet e e it e 592,896 -
Oher B eMS — e, . ottt e e e e s 119,464 (22,724)
29,553,687 37,669,908
Increase in working capital. ... .. o 12,613,467 2,819,694
Working capital at beginning of year..............cocoiiiiiiinain... 64,504.767 61,685,073
Working Capital at End of Year... ... ... .. ... .. .. ... ......... $ 77,118,234 S 64,504,767
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Abitibi Paper Componry Lid. and subsidiary companies

Notes to Consolidated Financial Statements

I. The conselidated financial statements include the accounts of Abitibi Paper Company Ltd. and all
subsichiary companies. Balances and transactions in other currencies have been translated into Cana-
dian dollars as follows:

current asscls, current Habilities, long term debt and deferred taxes on income at exchange
rates in cffeet at December 31st: capital assets at rates in effect at dates of acquisition; nel
sales and expenses of United States subsidiary companies at average rates for the period
except for depreciation provisiens which are on the same basis as the related capital asscts,

In prior years, long term debt and deferred taxes on income in U.S. funds were expressed on the con-
solidated balance sheet in Canadian dollars at historical rates of exchange, Consistent with the prac-
tice adopted in the current year, these items have been restated as at December 31, 1969 at the then
current rate of exchange. This change had no ellect on 1969 carnings which are presented as previously
reported.

A net unrealized gain of $3,133,565 resulting from the translation of other currencies into Canadian
dollars 1s carried forward on the consolidated balance sheet under the heading *“Unrealized Gain on
Translation of Foreign Currencies”.

2. The amount charged to carnings in respect of employees” pension plans includes past service cosis
resulling from retroactive improvements of benefits.  Applicable costs are being funded in annual
instalinents to 1989, Based on the most recent acluarial report, the single-sum liability for unfunded
pension benefits is estimated al 34,400,000 at December 31, 1970,

3. Provision for current taxes on income has been reduced by U.S, investinent tax credits of $606,300
($243.900 in 1969},

4. Remuneration in 1970 of the company’s sixteen directors and twenty-two officers, including past
officers, determined in accordance wilh the Canada Corporations Act 1970, amountcd to $68,331 and
S780,449 respectively. Three officers of the company also serve as directlors.

5. Properties, plant and equipment are stated at cost except for assets of a net depreciated book value
ot §3,834,61 1 at December 31, 1970 included at appraised values as at April 30, 1940.
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0. Details of long term debt are as [ollows:

AITIBl PAPER Conpaxny LTD,:
First Mortgage Sinking Fund Bonds
Series B, 414% due July 15, 1974, ... ... oo e
Series C. 0449 due November 15, 1977 ... ... ... ... ..

Sinking Fund Debentures
Series A, 5147 due Seplember 13, 1985 (816,700,000 U.S). . ...
Series B, 714 %7 due September 15, 1987, ... .. . .
Series D, 93 % duc April 1, 1990, ... oo

ATl CORPORATION

S Instalment Notes, due May [, 1984 (511,400,000 U.S.)......
ABITIH CAROLINA CORPORATION

7140 Promissory Notes, due June 30, 1978 (510,000,000 U.S). ...

ABITIBL HOUDINGS, INCOAND SUBSIDIARY COMPANITS:
4% Promissory Note, due March 22, 1973 ($3,000,000 U.S). .....
61497 Instalment Note, due Mareh 31, 1973 €84,000,000 U.S.).. ...
514% Instalment Note, due December 1, 1986 (816,000,000 U.S.). .
73 Guaranteed Netes, due May 18§, 1988 (S17,000,000 U.S). ...
314 Promissory Note, due May 28, 1991 (83,256,092 U.S). .. ...
Miscellaneous notes due 1971 to 1976 (3504,239 USH....... ...,

Other OblIgations . .. . e e e

Less-- Amount included with current labilities. ... ... ... ... ...

December 31

1970

$ 2,329,500
/5,189,000

/16,877,020
/15,000,000
15,000,000

VLLLS20,840

/10,106,000

969

$ 3,277,500
. 5,587,000

+ 18,793,562
o 15,000,000

& 12,870,000

s 6,971,250

5,053,000 /5,362,500
4,042,400 4,826,250
/16,169,600 /18,232,500
/17,180,200 18,232,500
v 3,291,213 7 3,305,103
s 309,584 . 732,576
v 1,004,371 /580,493
123,472,728 113,773,234

5,102,728 4,221,624
$118,370,000  $109,551,610

Sinking fund and instalment payment obligations (or 1971 on long term debt, including payments
based on 1970 carnings, amount 1o $5,437,728 of which $335,000 has been discharged by prior purchasc
and retirement of first mortgage bonds. Principal repayment obligations on long term debt for the
vears [972 (o [975 inclusive are estimated to be $3,350,000, $13,875,000, 57,375,000 and $6,300,000
respectively.

Abitibi Paper Company Ltd. has ciiectively guaranteed payment of outstanding long term debt of
subsidiary companies amounting to $47,400,000 U.S, at December 3}, 1970, Its guarantee of the 734%;
Guaranteed Notes of Abitibi Holdings, Inc. is secured by the pledge of $17,000,000 U.S. principal
amount of 734% Debentures, Series C.

7. During 1970, 200 714597 Cumulative Redcemable Preferred Sharcs, Series A were purchased and
cancelled pursuant to the conditions attaching to this issuc of sharcs, The preferred shares are redecm-
ablc at the option of the company at $52 per share from June 1. 1978 to May 31, 1983 and thereafter at
$51 per share,
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8. Of the authorized and unissued common shares, 540,100 shares are reserved under the Key Em-
ployees” Stock Option Plan, Gptions granted under this plan are for terms of up Lo ten years at market
value at date of grant and are normally exercisable in instalments upon fulfillment of service conditions.
At December 31, 1970 oplions were outstanding on a total of 398,700 shares at priccs ranging from
$7.9375 (o $10.75 per share ol which options covering 334,700 shares were held by officers of the
company.

During 1970, 1,000 common shares valued at $7,937 were 1ssued under terms of the Key Employees’
Stock Option Plan and 20,000 common shares valued at $250,000 were issued in exchange for all the
omstanding shares of Neville Papers Limited.

9. Covenants entered into in connection with the issue of debentures and preferred shares include
vertain restrictions on the payment of dividends. Under the most restrictive of these provisions, div-
idends subsequent to December 31, 1969 may be not more than consolidated net income earned after
that date plus an amount of $20,000,000,

Auditors’ Report

To the Shareholders of ABITIBI PAPER COMPANY LTD. -

We have examined the consolidaled balance sheet of Abitibi Paper Company Ltd. and subsidiary
companies as at December 31, 1970 and the consolidated statements of net earnings, retaincd earnings
and source and application of funds for the year then ended. Our examination included a general
review of the accounting procedures and such tests of accounting records and other supporting evi-
dence as we considered necessary in the circumstances.

In our opinion these consolidated financial statements present fairly the financial position of the com-
panies as at December 31, 1970 and the results of their operations and the source and application of
their funds for the year then ended, in accordance with generally accepted accounting principles applied
on a basis consistent with that of the preceding year, after giving retroactive effect to the change in the
basts of translating into Canadian dollars long term debl and deferred income taxes in other currencies
as explained in Note | to the consolidated financial statements.

PRICE WATERHOUSE & CO.
ToronTO, February 8, 1971 Chartered Accouniants.
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Ten Year Review (all amounts stated in thousands of dollars other than per share calculations)

1970 1969 1968 1967 1966 1965
Sales and Earnings
Netsales. oo e $283.947 $287,000 $255,588 $209,303 211,167 S194.411
Depreciation and depletion................. e 16,023 16,076 15,078 12,284 11,599 10,486
Earnings before taxes on income. ... .. 9,662 24,448 22,107 24,909 31,033 32,866
Taxes OM INCOME. .t e e e e e 4,630 12,307 11,490 12,457 15,105 16,160
Extraordinary loss—net. . ... ... ... .. 455 — (d4t1) — — —
Net SaInImES. .o oot et e e e 4,577 12,141 11,028 12,452 15,0928 16,730
Net carnings per commeon share®. ... ... ... .. ... 21¢ Od¢ 60¢ 724 92¢ 96¢
Dividends Declared
On preferred shares, ... ..o s 750 S 750 S 323 S - 5 — s —
Oncommonshares. ..., ... ... ... oiin. .. 5,006 6,430 8,157 0,747 9,741 9,728
Per common share®. .. ........ . ... ... . ... ... 28¢ 36¢ 46¢ 56¢ s0¢ 56¢
Capital Expenditures
On properties, plant and equipment. . ............ $ 15178 § 21,836 % 14,476 S 13,332 S 20,842 S 30,418
On logging cquipment and development.......... 2,076 2,818 1,722 2,271 3,730 1,204
Onwoodlands. ... ..o ie i 89 38 6 1.615 — —
Financial Position
Current asseis. ..o i i e e $S117,973 $113,513 S 97978 S 83,247 $ 71,156 S 86,887
Current liabilitics. ... .. oo i 40,855 49,008 36,293 23,835 25,664 38,130
Working capital. ... . o 77,118 64,505 61,685 57,412 45,492 48,757
Capital asscts, at net book values. .. .............. 239,404 238,078 230,601 192,541 187,077 174,294
Investments and otherassets. . ... ..o e 30,695 3z, 102 31,890 10,833 5,978 4,793
Deposit on sale of realestate. ..., ... ......... — — — 1,650 — —
Long term debt, net of current poriion™®*. ... ... 118,370 109,552 105,704 59,675 46,123 48,948
Deferred taxes on income®*, ... ... . . 29,867 29,687 28,809 26,189 21,855 14,847
Unrealized gain on translation of foreign currcngies 5,154 689 — — —- —
Equity of shareholders. . ........................ 193,826 194,757 189,723 173,274 170,569 164,051
Fquity of Shareholders
Equity of preferred shareholders. ... ... ... $ 10,052 $ 10,062 5 10,062 L — s — s -
Equity of common shareholders.................. 183,774 184,695 179,661 173,274 170,569 164,051
Outstanding common shares* (thousands). ...... .. 17,884 17,863 17,855 17,405 17,405 17,374
Equity per common share*. . ... ... ..o a... $10.28 $10.34 $10.06 $9.95 59.80 $9.44

#*Calculation of net earnings per commeon share is based on the average number olshares outstanding during the
respective periods. Caloulation of equily per common share 15 based ou the number of shares outstanding at
the end of the respective periods, The number of comimon shares and por share calcuiations have been adjusted
where applicable to reflect the 4 Tor 1 stock split November 30, 1963,

**Long term debt and deferred taxes on income in U.S. Funds are translated

into Canadian dollars for 1969 and 1970 at exchange rates in effect at
December sl and for prior years at historical rates of exchange,
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1964 1963 1962 1961
$184,709 $164,576 $156,006 $147,587
10,142 9,854 10,370 10,289
35,432 31,248 31,275 28,268
17,498 15,040 15,780 14,557
17,934 16,208 15,495 13,711
$1.02 944 90¢ 80
395 5 412 $ 433 $ 454
9,639 8,682 8,331 7,078
56¢ 5114¢ 50¢ 4215¢
s 19,116 < 15,008 $ 13222 $ 9,729
771 350 891 594
$ 71,377 $ 64,029 $ 65,886 $ 63,108
25,372 26,067 25787 22,065
46,005 37,962 40,099 41,043
153,440 143,912 132,607 128,986
4,838 4,574 5,529 5,644
40,739 31,678 33,678 37,410

6,605 1,485 — _
156,939 153,285 144,557 138,263
3 — $ 8,990 $ 9,339 $ 9,908
156,939 144,295 135,218 128,355
17,365 16,971 16,667 16,653
$9.04 $8.50 $8.11 $7.71

Abitibi Paper Company Ltd. and subsidiary companies

Primary Production of Paper, Pulp and Board Products in tons

Newsprint E-'{gﬂlg B(?t;]ricllgi:rgld Market
Paper Papers Paperboards Pulp Total
1961 742,000 117,300 145,800 44,400 1,049,500
1962 756,000 123,900 164,200 36,300 1,080,400
1963 740,600 132,100 177,300 39,900 1,089,900
1964 819,300 132,300 205,100 55,800 1,212,500
1965 829300 136,700 227,300 46,800 1,240,100
1966 890,800 158,400 206,500 56,100 1,311,800
1967 825900 164,100 208,400 43,800 1,242,200
1968 925,100 159,500 232,800 72,400 1,389,800

1969 1,078,300 171,200 244,300 69,800 1,563,600
1970 1,043,600 176,000 247,300 78,200 1,545,100

Groundwood specially papers are grouped in the above table with Fine and Printing Papers.

In addition to these¢ products, Abitibi manufaclures corrugaled containers, lumber studs,
vencered panelings, decerative hardboard panels and fine hardwcod veneers.
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Products, Sales Offices and Plants

NEWSPRINT, PULP AND
GROUNDWOOD SPECIALTY
PAPERS

FINE PAPERS INCLUDING
MERCHANT AND
CONVERTING OPERATIONS

BOARD PRODUCTS
AND CORRUGATED
CONTAINERS

Newsprint
SALES AND SERVICE:
Abitibi Paper Sales Ltd.
Toronto and Monireal, Canada
Abitibi Papers Inc.
Dayton, New York and Chicago, U.S.A.
Clarendon Paper Sales Company
Atlanta, U.S.A.

MANUFACTURED AT:
Iroquois Falls, Onrario
Thunder Bay, Ontario (two mills)
Sault Ste. Marie, Omario
Pine Falls, Manitoba
Beaupré, Quebec
Augusta, Georgia

Groundwood Specialty Papers,
Kraft Pulp and

Corrugating Medium

SALES AND SERVICE:

Abitibi Paper Sales Ltd.
Toronto and Montreal, Canada

MANUFACTURED AT:
Groundwood Specialty Papers
Sault Ste. Marie, Ontario
Kraft Pulp
Smooth Rock Falls, Ontario
Corrugating Medium
Sturgeon Falls, Ontario

Principal Subsidiary Companies

Abitibi Paper Sales Ltd.

Abitibi Papers Inc.

Abitibi Manitoba Paper Ltd.

Abitibi St. Anne Paper Ltd,

Abitibi Holdings, Inc.

Cox Newsprint, Inc.

Cox Woodlands Company

Abitibi Provineial Paper Ltd.

Hilroy Envelopes & Stationery Limited
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Fine and Printing Papers
SALES AND SERVICE:
Abitibi Provincial Paper Ltd.
Toronto and Montreal, Canada
MANUFACTURED AT:
Thorold, Ontario
Thunder Bay, Ontario
Georgetown, Ontario

Envelopes and Stationery;

School, Home and Office Supplies

Hilroy Envelopes & Stationery Limited
Toronto, Vanceuver and Calgary, Canada

The Canadian Stationery Company
Limited
Joliette, Quebec
Canada Envelope Company
Montreal, Quebec; Stellarton, N.S.

Canada Envelope (Ontario) Limited
Taronto, Ontario

Paper Merchants
INTER CITY PAPERS LIMITED:
Whyte-Hooke Papers
Toronto, Ontario
T. B. Little + Corbeil
Montreal and Quebec City, Quebec

Neville Papers Limited
Ottawa, Ontario

The Canadian Stationery Company Limited

Canada Envelope Company
Canada Envelope (Ontario) Limited
Inter City Papers Limited

Abitibi Corporation

Abitibi Carolina Corporation
Abitibi Florida Corporation

Abitibi Panel Products Ltd.

Abitibi Containers Ltd.

Building Materials

SALES AND SERVICE:

Abitibi Corporation
Detroit, Chicago, Los Angeles,
New York, Philadelphia, Cleveland,
Atlanta and Dallas, U.S.A.

Abitibi Panel Products Ltd.
Toronto and Montreal, Canada
MANUFACTURED AT:
Alpena, Michigan
Roaring River, North Carolina
Chicago, Illinois
Cucamonga, California
Sturgeon Falls, Ontario
Durham, Ontario

Corrugated Containers
SALES AND SERVICE:
Abitibi Containers Ltd,
Toronto, Pembroke and Montreal, Canada
MANUFACTURED AT:

Toronto, Ontario
Pemibroke, Ontario






