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ABlTlBl PAPER COMPANY LTD. 
Head Office. Toronto-Dominion Centre. 
Toronto. Canada M5K 1 8 3  

The Annual Meeting of Shareholders wi l l  
be held in the Cinema Theatre. 
Toronto-Dominion Cerilre. Toronto. 
Canada. on Tuesday, April 18. 1978 
at 10:30 a m .  Toronto time. 
On peut obtenir ce rapport annuel en 
francais sur demande. 

"Communication on Paper" 
atAbitibi 

Communication. particularly 
communication on paper is absolutely 
essential to the fast-paced world in 
which we live. Paper in communication 
is an everyday tool of commerce. 
industry, banking and government. 
Paper in the usual sense and in some 
very soph~sticated forms plays a vital 
role in the "business" of 
communication. In Abitibi's world of 
printed communication. paper or 
paper derivatives are used in a myriad 
of forms at the dozens of Abitibi mills 
and plants dotting the continent from 
Cal~fornia to Newfoundland. The 
editorial pages of our 1977 Annual 

Report illustrate many of the "paper- 
carrying vehicles" and forms used by 
Abitibi in communicating with 
individuals. customers. the business 
and financial world and the public at 
large; including the educational and 
public relations fields 

COVER 

'Abit ibi-Price". our excellent employee 
newspaper is an outstanding example 
of our annual report theme 
"Communication on Paper"; directed 
to A b i t b  and its thousands of 
loyal employees. 



Highlights 

(thousands of dollars except per share calculations) 1977 1976 

Sales. less delivery expenses . . 

Depreca to i i  and depletion . . 

Income taxes . . . 

M in lng Income . . . . 

Earnings before extraordinary items 

Per common share 

Net earnings . . . . 

Per common share 

Dividends decldred-preferred shares 

L o m m o n  shares 

-per common shdre 

Add~ t ions  t o  fixed assets 

Working capital 

Long te lm debt 

Common shdrehoders equlty 

Per common shale 

Numbel of commoi i  sha~ehoders  21 240 22  184 



Report of the Directors Consolidated sales for the first time in 
your company's history exceeded one 
billion dolais. S1.045.504.000-a 
milestone. 

Earnings before extraordinary items 
were $37 9 million. not a record but 
a substantial improvement over tlie 
past 2 years 

By quarters these earnings were 
First - 5  3.5 million 

or 1 3 C  per share 
Second-S 6 9 million 

or 32C per sliare 
Third $ 1 1  2 million 

or 55C per share 
Fourth - $1 6.3 million 

or 83C per share 

and t l ie trend is most significant. 
Operating rates in our newsprint 
operations were l o w  111 tlie first quarter 
but improved rapidly during tlie year. 
This reflected not only an upswing in 
demand, particularly in the United 
States but also our impiuved sales 
participation in a rnarkets 

It I S  important to  realize that the 
changing exchange value of ttie 
Canadian dollar contlibuted $16 6 
million or 4 6 %  of our net earnings 
for t l ie year 

In  the past I have made many 
references to  the difficulties we  face 
in ttie Canadian forest industry 
compared to  similar operations in the 
United States, our principal market 
These include liigher wage rates. 
higher w o o d  costs, higher 
transportation costs and higher costs 
of construction. capital and taxes 
The major problem is to  redress these 
cost disadvantages before there is any 
significant increase in ttie value of our 
dollar H o p e f ~ r y  w e  wi l l  tiave time 

Environmental problems have been 
of great concern to  us Because of 
our uncompett ive position in the 
newsprint m i l s  vis-a-vis U S 
producers, and resultant lack of 
earnings, w e  tiave found it difficult 
t o  fnaince t i le huge expenditures 
required to  completely clean up tlie 
processes wl i ich  use sulphte pulp. 
We have been researching for some 
time thermal mechanical pulping 
(TMP) and thermal chemical 



mechanical pulp (TCMP).  A t  Grand 
Falls. Price this year completed our 
first major conversion to  refiner 
mechanical pulp which wi l l  permit a 
material reduction in the use of 
sulphite pulp. This plant was designed 
so that either thermal or thermal 
chemical processes can be added 
Two further mills are in the planning 
stage for conversion and another w i l l  
effect a substitute for its present 
sulphite m ~ l .  This new technology 
wi l l  go a long way towards reduction 
in the oxygen demand of the effluent 
which is the remaining serious 
pollution problem at our mills. 

During the course of the year w e  
have been working diligently at all 
mill locations to  improve 
cointnunications wi th  employees. 
We have several objectives 

Safety is a major concern. It is the 
first item on the agenda of our 
directors' meetings. management 
meetings and mill meetings. Our 
attention to  this problem is showing 
results. 

We believe that a more intimate 
knowledge of our business and the 
various economies w e  serve. and 
cornpeie wi th,  w i l l  lead to  better 
employee relatons. 

Obviously. at the heart of better 
communications are s k i e d  supervisors 
and we  have established training 
programs to  upgrade our first line of 
contact on the management side. 

Coincident w i th  this w e  have 
embarked on a program to  raise the 
level of the work environment. both 
inside and out. at all our m ~ l l  
locations. Although this w i l l  take 
some time to  complete, we  are 
making good progress. 

During the year we  eliminated several 
unprofitable operations that had no 
reasonable expectation of a turn- 
around These include the sawmill 
at Hudson. Ontario and a warehousing 
company in the United States which 
was part of the Price Wilson group. 
The terminal losses are apparent in 
the extraordinary items appearing on 
the earnings statement. 

A new sales and operating division 

was formed in 1977-the Uncoated 
Groundwood Papers Division 
supplying rotogravure offset 
directory and other specialty papers 
w i th  sales offices in New York and 
Toronto and operating mills at 
Kenogam and Sault Ste Marie We 
n o w  constitute one of the largest 
suppliers of groundwood papers to  
the fast growing U S market and are 
very hopeful of a good future for this 
venture A t  this point w e  feel 
confident that these mills w i l l  run 
ful l  during 1978 

The U S building materials company- 
Abit ibi Corporation-performed 
extremely w e  throughout 1977 dnd 
w e  expect a further improvement in 
its results in the future We are very 
proud of our position in t h ~ s  market for 
paneling. exterior siding sheathing 
and mouldings as innovation and 
development o f  new products are 
the backbone of  our acceptance 

We paid the fol lowing dividends 
during the year: 

August 1 - 10C 
November 1 - 10C 

and w e  are hopeful that business 
conditions wi l l  a l low us to  continue 
on a quarterly basis at not less than 
the rate of our last dividend declared. 
15C payable February 1. 1978. 

For 1978 we  antictpate improved 
operating rates for our newsprint 
mills. To  offset increased costs w e  
have announced a price increase of 
$1 5 which wi l l  bring the selling price 
to  $320 per ton for U S .  shipments 
t o  take effect April 1 .  1978. The U S. 
market has shown excellent growth 
during 1977 and this trend is expected 
to  continue through 1978. 

The outlook for our fine papers is 
brighter than i t  has been for the past 
t w o  years durtng which period we  
experienced serious losses The 
exchange rate is assisting this domestic 
Canadian business in its competitive 
position w i th  U S .  producers. Sales 
volume is increasing and w e  are 
getting some price relief t o  offset 
increased costs. 

In  our lumber operations. w i t l i  the 
elimination of start-up costs at White 

River and the operating loss at 
Hudson. w e  expect to  show a profit 
in 1978 

As an exporting industry. and this 
particularly apples to  your company. 
we  face serious problems. This 
requires understanding of our problems 
on the part of our employees. our 
shareholders and the public. We must 
as a company be more vocal in 
public and. because of a rather 
hostile atmosphere to  btg business. 
it is our responsibility to  tell our 
story frankly 

The public is responding and 
becoming more reasonable in its 
expectations o f  what our governments. 
n s t t u l o n s  and industry can provide. 
When we  come to  a dialogue on t i le 
possibilit\/ of. for example, indexed 
pensions for everyone. w e  must first 
of all be knowledgeable about the 
cost and. second, w h o  pays the cost. 
It is quite conceivable that when the 
cost is properly analyzed. the public 
w ~ l l  realize that we  may have 
indexed pensions, but no jobs. 

We must as your management take 
an increasing role in presenting our 
views to  you as shareholders to  our 
employees and to  the public at large 
This industry is the backbone of the 
Canadian economy We have n o  
worry about credibility i f  we  present 
our views fairly cot~sistently and 
conscientiously This must be the 
role of a large national company w i th  
many thousands of employees and 
whose results contribute so greatly 
to  our country's economic viability 

I would  like t o  commend all our 
family o f  Abit ibi and Price employees 
for their dedication, support and 
hard work during 1977. 

On be l ia f  of the Board. 

Chairman and Chief Executive Officei 
Toronto. February 16 ,  1978 
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Financial Review 

Earnngs in 1977 were bonused 
d i a m a t ~ c a y  by  t l ie weakness of the 
Canadian do id r  in comparison w t l i  
t l ie United States dollar Using pal 
as the base this situation contributed 
$1 6 6 million to  net earnings in 1977 
dftei provision for income taxes and 
minority interests In  1976 there was 
d net chdrge agdinst earnings of 
$1 7 mill ion resulting in a swing of 
$18 3 million when comparing the 
t w o  yeais 

Under current operating levels it is 
estimated that eacli one cent change 
in exchange rates between t l ie U S 
and Canadian dollar affects annual 
after tax earnings by dpproximately 
12C per common share This 
ca l cua t~on  is based primarily on the 
value of exported Canadian products 
and does not reflect the impact of 
exchange rates on domestic 
Canadian operations 

In 1977 The Price Company Llmited 
divested itself of Natlonal Distribution 
Seivices lnc an unprofitable 

Accordinalv Drovislon has been made " , .  , 
for terminal losses totalling $3.3 million. 
In addition. Abit ibi has sold the 
assets of Ablt ibi Lumber (Hudson) 
Ltd an unprofitable sawmill and has 
taken up a terminal loss of $0 5 million 
Tdxcredltsof $1 million resulting 
f loni  the application of prior years 
losses of subsidiary compariies also 
have been taken into account Tlie 
effect o f  tlie foregoing after a 
reductor1 of $1 1 m ~ l l i o n f o r a ~ ~ l i c a b l e  
minority shareholders' interests. is a 
net extraordinary o s s o f  $1 7 millhon 

Currentassetsat December 31 1977 
were 2 8 times curient liabilities 
W o i k n g  capital dmounted to  $259 8 
million Net cash rrsourLes at the year 
end were $21 8 million an increase of 
$1 7 5 million over 1976 

Capital expenditures in 1977 totalled 
$43 6 million and were made up of 
$21 6 million for A b t i b  and $ 2 2  
million for Price Planned capital 
expenditures for 1978 are $67 
million Thls comprises $35 million 
for Abit ibi and $32 mill ion for Piice 

There wds no findiicing entered into 
in 1977 Although long term debt of 
$1 1 5 rnillioii was retired during the 
year t l ie balance sheet only shows a 
decrease o f  $0 7 million from 1976 
due t o  U S long-term debt being 
coinveited into Canadian funds at 
t l ie exchange rates in effect at the 
end o t  eacli year As explained 
~rnder Note I (b )  of the f n a n c d l  
statements the unrealized loss on 
translation of long-term debt 
payable in U S funds has been 
deferred on the balance sheet The 
total of Series A and B preferred 
shares outstanding at the end of 1977 
was $44 8 million a reduction of 
$2 2 million from the previous year 

The consolidated balance sheet at 
December 31 1977 sets out the 
minority shareholders interest in 
Price of $1 10 4 million This is made 
u p  of the fo l lowi i ig figures 
Tile Price Company Limited 

Preferred share e a u t v  $ 3.750.000 
Common share equity 

-42 0% 93  020 000 
Price subsidiary companies 

principally Gaspesia 
Pulp and Paper Corn 
Danv Ltd in which 
~ h e ' ~ e w  York Times 
has a 49% interest . . 13.647.000 

$1 1 0 . 4 ~ 0 0  
~ - -  - ~ 

Amendments to  the Federdl Income 
Tax Act passed in December 1977 
provide for a tax deductible allowance 
in 1977 and subsequent years 
amounting to  3% of the value of 
specifled inventories held at the 
beginning of each year Another 

amendment provides for an increase 
dnd a time extension in the 5% 
investment tax credit applicable in 
respect of qualified capital investments 
in Canada The 5% credit is n o w  
available for qualified investments 
inade before July 1 1980 but for such 
investments made i in specified 
qeographcal aieas the credit has 
been increased to  7%% or 10% 
depending on the area Tlie majorit) 
of Abit ibi s capital investments in 
Canada wi l l  qualify for the 7%% tax 
credit In  1977 the benefit of these 
tax measures amounted to $2 8 million 

Further federal tax changes were 
introduced dt the same time and 
provide significant amendments in 
resoect of t l ie tax treatment of 
unkxpired losses o f  Canadian 
subsidiary companies Effective with 
dissolutions or amalgamations 
commenced after March 31 1977. 
these losses may be utilized by the 
parent or successor company, as the 
case may he. in the years fol lowing 
the commencement of dissolutioir or 
amalgamation proceedings Abitibi 
has instituted the necessary steps 
for tliree subsidiary companies wl rch 
wi l l  make available to  it t l ie related 
tax losses commencing in 1978 
It is recognized that historic accounting 
is inadequate for measuriiig financial 
performance in an inflationary 
environment Accounting bodies and 
goveririnent agencies throughout the 
wor ld are attempting to develop a 
system of accouiiting which wi l l  
reflect the impact of inflation. 
However. a generally acceptable 
accounting procedure has not yet 
evolved in Canada. Consequently 
Abit ibi considers it premature at this 
time to  provide figures in accordance 
w i th  any of the various methods 
proposed to  date although it is 
apparent that the provision for 
depreciation is inadequate to  provide 
for the replacement of fixed assets 





Abitibi Paper Company Ltd. and subsidiary companies 

Consolidated Net Earnings 
(thousands of dollars except per share calculations) 

Year Ended 
December 31 

1977 1976 

Sales. less delivery expenses . . . . . . . . . . . . . . .  
Other income (note 2) . . . . . . . . . . . . . . . .  

Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Selling, general and research expenses . . . . . . . . . . . . . . . . . . . .  
Depreciation and depletion . . . . . . . . . . . . . . . . . . . . . . . . .  

Interest and expense on long-term debt . . . . . . . . . . . . . . . . . . . .  

Other interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

lnterest in earnings of non-mining companies accounted 
for on the equity basis (note 5) . . .  

Mining income (note 3) . . . . . . . . . . . . .  

Minority shareholders' interest 

Earnings before extraordmary items 
Extraordinary items (note 6) . . .  

Net earnings 

Per common share 
Earnings before extraordinary items 
Net earnings. . . . . . . . . .  

Consolidated Retained Earnings 
(thousands of dollars) 

Year Ended 
December 31 

1977 

. . . . . . . . .  Retained earnings at beginning of year 
Net earnings . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . .  Dividends declared-preferred shares 4,366 4.584 
-common shares . . . . . . . . . . . . . . . . . . . . .  6.446 2.1 72 

Retained earnings at end-of year. . . . . . . . . . . . . . . . . . . . . . .  3 237.606 $21 2.1 91 



A b t i b i  Pdper Company 1.td and subsidiary companies 

Changes in Consolidated Financial Position 
(tliousands of dollars) 

Year Ended 
December 31 

1977 1976 

Financial Resources Provided By: 
Earnings before extraordinary items . . . . . . . . . . . . . . . . . . . . .  

Charges (credits) to eariiings not affecting working capital: 
Deprecation and depletion . . . . . . . . . . . .  . . . . . . . .  

Deferred income taxes . . . . . . . .  . . . . . . . . . . . . . . . .  

Interest in earririgs o f  companies accounted for on the equity basis- 
Mattabi Mines Limited . . . . . . . . . .  . . . . . . . . . . .  

Other . . .  . . . . . . . . .  . . . . . . . . . . . .  

Minority shareliolders interest . . . . . . . . . . . . . . . . . . . . . .  

Other-net . . . . . . . . . . .  . . . . .  . . . .  

Funds from operations . . . . .  . . . . . . . . . .  . . . .  . . .  

Dividends froin Mattabi Mines Limited . . .  . . . . . . . . . . . . . . .  

Issue of cornmon shares . . . . . . . .  . . . . . . . . . . . . . . . .  

Disposals of fixed assets . . . . . . . . . . . . . . . . . . .  

Decrease 111 receivables not currently due . . . . . . . . .  . . . . .  

Decrease in investments . . . . . . .  . . . . . . .  . . .  . . . .  

Issue of lonil-term debt . . . . . . . .  . . . . . . .  . . . . .  

Financial Resources Used For: 
Additions to  fixed assets . . . . . . . . . . . . . .  . . . . . . .  

Reduction of long-terrn debt . . . . . . . . . . . . . . . . . . . . . . . .  

Dividends: 
Stmeholders of the Company . . . . . . . . . . . .  . . . . . . . . . .  

Minority sharetioders of subsidiary companies . . . . . . . . . . . . . . .  

Additional investment in- 
The Price Company Limited . . . . . . . . . . . . .  . . . . .  

Equityinterest company . . . . . . . . . . . . . . . . . . . . . . . . .  

Retiremelit of preferred sliares . . . . . . . . . . . . . . . . . . . . . . .  

Other items-net . . . . . . . . . . . . . . . . . . . . . .  . . . .  

Increase (Decrease) in Working Capita . . . .  

Workr ig  Capital at Beginning of Year . . . .  

\Norking Capital at End o f  Year . . . . . . . .  



Abitibi Paper Company Ltd and subsidiary cornpanies 

Consolidated Balance Sheet December 31 
(ttiousands of dollars) ASSETS 1977 1976 

Current Assets: 
Cast1 and short-term investments. . . . . . .  

Accounts receivable. . . . . . . . . . . .  

Income taxes recoverable. . . .  

Inventories (note 7 ) .  . . . . . . . . . . .  

Prepaid expenses. . . . . . . . . . . . .  

Fixed Assets: 
Properties, plant and equipment . . .  . . .  
Logging equpment and development . . . . . .  

Woodlands and mining and water power rights . . 

Less-accumulated depreciation and depletion . . . . . . . . . . . . . . .  

Other Assets: 
Equity interests 

Mattabi Mines Limited (note 4) . . .  . . . . . . .  . . . . . . .  

Other companies (note 5 )  . . . . . . . . . . . . . . . . . . . .  

Receivables not currently due . . . . . . . . . . . . . . . . . . . . . .  

Investments (note 8)  . . . . . . . . . . . . . . . . . . . . . . . . .  

Cost of stiares of acquired companies in excess of values 
attributed to underly~ng net assets. less accumulated amortization . . . . . . .  

Unamortized discount and expense on long-term debt . . . . .  . . . . . .  

The financial statements tidve been 
dpproved by the Board 

T J Bell Director 

C H Rosier D~rector 



December 31 
LIABILITIES 1977 1976 

Current Liabilities: 
. . . .  . . . . .  Bank indebtedness , . . . . . . . . . . .  5 7.41 1 S 16.347 

Accounts payable and accrued liabilities . . . . . .  . . 104.870 95,104 
. . .  Income and other taxes payable . . . .  17.230 8.452 

. . . . . . . . .  Dividends payable . . . . . . . . .  . . 3.276 - 

Long-term debt due witt i in one year (note 9) . . . . . . . . .  . . . . 10.272 
~ 

11,029 
~p~ 

143.059 130.932 

Long-Term Debt (note 9) . . . . . . . . . . . . . . . . .  

Unrealized Gain (Loss) on Translation of Long-Term Debt 
Payable in  U S Funds (riote 1 ( b )  ) 

Deferred Income Taxes 

Minority Shareholders' Interest . . . . .  

SHAREHOLDERS' EQUITY 

Preferred Shares (note 10) 
Authorized: 1,000,000 shares par value $50 ssuabe in 

series (1,000,000 shares issued. 103,710 shares redeemed) 
Outstanding: 176.290 7%'~ Cumulative Redeemable Preferred Stiares. Series A 

(1976-180.310 shares). . . . . . . . . . . . .  

720.000 10% Cumulative Redeemable Preferred Shares. Series B 
(1 976-760.000 shares). . . . . . . . . .  . . 

Common Shares (note 11 ) 
Authorized: 24,000,000 shares without nornlnal or par value 
Issued: 18,547,076 shares (1 976-1 8,098.1 23 shares) 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  Retained Earnings 



A b t i b i  Paper Company Ltd. and subsidiary companies 

Notes t o  Consolidated Financial Statements 
~ ~p 

1. S u m m a r y  o f  S i g n i f i c a n t  A c c o u n t i n g  Po l i c ies  

(a) Principles o f  Consolidation 
The consolidated f!r:ancial statements r ic lude the accounts of A b t i b i  Paper Comparly Lid and a conipanes in which it holds 
rnore tlian a 50% intelest Investments in comparies in v/iiicti A b t i b i  i-iolds a major interest, but not more than 5096, are included 
in t l ie consolidated i inanc~al  statements in accordance vvitti t!ie equity method of accounting. 

l ~ h t  cost of sliares of acqiiired companies in excess of vaioes attributed to  ~ i n d e r i y ~ n g  net assets is recorded as an asset on the 
consolidated balance sheet The excess for companies acqu~red prior to  1974 is no1 being amortized. wtiile the excess in respect 
o f  s~rhsequei;t acquisitioris is amortized or! :I s t r a g i t l i n e  basis over ail appropriate period ~ i o t  in excess of 40 years 

(b)  Translation o f  Foreign Currencies 
Balances and transxt.ons in otlier cI:rreIicies libve beer tra:islated into Canadian dollars as fol lows. 

Fixed assets. i::vestments and deferred income taxes at t is torca l  rates of exchange: 

Ottier assets dnd liabilities at rates in effect at December 31: 

Items included in net earnings dt rates prevailing during t l ie year, except deprecation and deplet io~l  which are on the same 
basis as the re!ated fixed assets 

Tl:e Account .~ ig  Research Committee o f  the Canadian Institute of Chartered Accountants tlas recently issued an exposure draft 
o r  t i le subject of t ranslator of foreign currency t ra~ isactons and foreigri currency financial statements Recommendations as 
to required Canadjan accour~t r ig  practice are expected sometime in 1978 Pending an official proiiouiicement from the C I  C A .  
ttie i i r i real i~ed loss on translation o f  lorig-term deht payable i r l  United States furids has been deferred on the balance sheet 
Realzatiori of this loss is dependent on t l ie exchange rate i r i  effect when the deht is retired. 

(c )  Inventories 
Inventories of fn is i ied products, work in process and inaterials and operating supplies are valued at l i ie lower of average cost 
and net realizable value Inventories o f  pulpwood and sawlogs are valued at average cost. 

(d) Fixed Assets and Depreciation 
Fixed assets are recorded substantially at cost. Depreciation is provided at rates considered adequate to  amortize the cost over 
the p r o d i ~ c t v e  lives of t i le assets The principal asset category is prtmary productiorl equipment whicti  is depreciated over 20 
veais on a straight l ine bass Timber limits are depleted on tlie unit-of-production basis to  the extent of amounts allowable for 
income tax purposes 

(e) Discount and Expense o n  Long-Term Debt 
Discount and expense on long-term debt is amortized over ttie lerrns of the related ob l igat io i?~.  

( f )  Research and Development 
Research and deveopmerlt expendittires are written off when incurred, except for expendit~ires on physical facilities which are 
capitalized and depreciated on a straight-line basis over their estimated useful lives 

( g )  Pension Costs 
C:irrent service pension costs are funded and charged to earriiigs as they accrue Past service costs are funded and charged te 
earnrigs at rates which, based on actuarial reports, w i l l  provide for full funding by December 31. 1990 

(h) Income Taxes 
Earnings are charged wi th  income taxes relatirig to  reported profits Diffeiences betweeri such taxes and taxes currently payable. 
w t i c h  resirit from timing differences betweeri t i le recogni t~on of income and expenses for accounting and tax purposes, are 
reflected as Deferred Income Taxes in t l ie f inanc!a statements Tax benefits relating to  current losses are not included in earnings 
unless recovery is v r t i ra l y  certain. When tax benefits not previously recognized are realized ttley are included in earnings as an 
extraordinary tern 

( i )  Earnings Per Common Share 
Earnings per common share calculations are based on the average number of shares outstaridirig during ttie\/ear and arecomputed 
after al lowing for dividends declared o n  preferred shares. 



2.  Other Income 1977  1 9 7 6  

l i terest imcl n ~ : s ~ e l l a i ~ e o r i s  IIICOIII~ . . . $ 4401,000 S 2.854.000 
a o r  r ~ :  r n a t r ~ i i e ;  I lo !nq~te i ln  debt  241.000 1.329.000 
Net g d i i  011 disposals o l  rnvrsr i i ie~i ts  and f ixed dsscts ! ,070,000 256.000 

I 1 0 0 0  $ 4,439,000 

3. Mining Income 1977  1 9 7 6  

i q u l t v  in ea:n ,,as o i  \ . la t iah  L l n e s  Li. : teo 5 :3.421,000 s 4.1 56.000 
M:rii;g .oss of Tbe P i c e  Co~--~pd~i :  L m t e d  (1 38.000) (31 1,000) 

$ 1.781.000 S 3.844.000 

4. Equity lnterest-Mattabi Mines Limited 
Ah i t h r  ow# -s  40% of  the  colnrr ioi i  shares o l  M a t t a b  M n c s  I irmteci and t s  r i v cs t rne i~ t  is carried at t i le ! ioni.nai cost o f  $3  plus 
its interest 111 u l i f l is t rbuted edrli ings in accordance w t l i  t1.e e i~uOy  method o !  x c o l i n t i n g  

Tile l o i l o ~ ~ ! l i g  is a conueiised summan, of the hva!i(.i i i! v o s . t o n  o: I\;l;ittab as s:,ow::y b .>~  its audited h!.iii;cia' s1ateme:its d l  

Deceinbe: 31 

Asseis 
Crrlrent assets . . . 

Property, plzr i t  m d  eqr rpn l rn t .  at cost  less accum::iated deprec a t o r i  
M i i l i ~ i q  )>loperties arld rigbts. at cost  less an io r t7 i i to r1  
Otl iei  assets. p~ i r r~a r i l ~y  p r e - p ~ o d u c t o n  and deferled development expci id~tr i rcs 

at i:ost less amounts wr i t te l l  o f f  . . 

1 a h 1 t e s  and s i ?a re !~ode rs  equity 

Crr(ie11L Lab,l:ties 
Deleired taxes 
Cr ip i t i i ls iock . . 

Retaneci earmirigs 

A b ~ t h ' s  eqLity In M d t t d b  (acljusied for a m o r t r a t o n  of i r i ~ : i i g  properties drid rg l : t s )  
F q ~ i i y  at begi:n; iy o f  yeiii 
i q r r i l y  1 1  earnings 

Dividelids received 

Lql i i ty  a l  end 01 year 

5. Equity Interest-Other Companies 

Equ:ty at be t j~ i i : i ng  of year 
Addit ional ~ r i v e s t ~ e n t  . . 

Eqtiity 111 e a r r ~ i i g s  

Dlv idend received 

Provision for 'oss or1 litvestrnerit 

t q a t y  <,I end of year 



9. Long-Term Debt (con t r 'ued)  1977 1976 
T : I ~  Price C o i i p a n y  L i rn ted  ai id suhsidar: companies: 

S ink r i g  i ~ n d  Denentm~res 
5%% S e l e s  A .nat~ir i i -~g 1982  . . . . . . 8.700.000 9 900.000 
G % %  Series B ri:atrlrrig 1987  . . . . 19 .600.000 20,900,000 

5 ! i %  S i :~k i ng  Fund Notes r i i a t ~ ~ r i n < ~  1 9 8 5 .  . . . . . 9 .736.000 ' ~0 .098 .000  
6% S u b o r d r a t e d  S n k r l g  Fdnd Notes rr'aturirng 1 9 8 6  . . . . . . . 4,551,000 4,681,000 

S1.ridry ~r~~oebteclness . . . . . . . . . . . . . . 1 .509.000 
~-p~p~--~ ~ - ~ ~- 

1.635.000 

252.784.000 254.1 97.000 
1 ess Amo,.ini doe \ v i ~ ! x r i  one  \year . . . . . . . . . .  . . 10.272.000 

- -- 
11,029,000 

S242.51 2,000 
~ 

~ ~ ~~ 

Sinki::g iu r id  ar:d iris tali re^-t paymel i t  o b g a t o r ~ s  for 1 9 7 8  amount  t o  $1 i . 7 7 2 . 0 0 0  o i  L-II~IC~' S . 5 0 0 . 0 0 0  has beer  discharged 
b"; pr:or plrrcliase arid let:remcnt P r : n c o a  repaymerm obl igations for  t i le  years 1979  t o  1 9 8 2  are estimated :o be s1 1.800.000. 
$1 3,200,000,  S16.700.000 a r d  $16,700,000.  resoectively. [Long- icr r i  debt  pa:ahe i n  U S do la r s  ricl:,ded above a(gg8egated 
S: 30.469.000 U S. at December 31, i 977 (1 976- $1 :37.51 5 .000 U S ) 

A b i t b i  Pape: Company L:d has ef iect ively guaranteed paymeint GI c e r t a ~ i  o ~ t s t a n d i n g  long- term debt  of A b t  b .  Coroora ton  
and subs ldary  companies arnoi i i i l ing t o  $30,700,000 U S  at Dece i iner  31, 1977  

10. Preferred Shares 
Ti le S ~ i e s  A stldies are redeemabie at the  optlo!, o f  A b t b i  at $52 oer share f iorn Ju::e 1 ,  1978  t o  M ~ S I  31. 1 9 8 0  aild t ie iea l te r  
at $5' per w a r e  D i i r n g  1977.  4 .020 Preferred Shares. Series A ' . v t 1 i  a par vaihe of $201.000 (1976-  4 .920 sliares \%it,-' a par 
v a h e  of $246.000) were purchased arld canceiied pursuant t o  tbe conni t ions a t tac l i i r~g  t o  t - s  series 

Tl ie Series 5 shares are redeemable at par througi-I the  operator i  o f  a cu,nillat,ve s n k n q  ' ~ n d  at rhe rate o f  40 .000 shares 
arirlr~ai;'~,. The Series B sliares are o t l i e rwse  redeeniabe at $52  5 0  per share u p  t o  J ~ i r i e  15 .  1981 and a! d e c i n n g  o r ces  i l iere-  
aftei Durir ig 1977.  40.000 Preferred Shares. Series B w t t i  a par v a l x  o f  S2.000.000 were redeerred pursuar;t t o  t i le  r:olndtioris 
attaci-ing l o  t l i is series 

11. Common Shares 
Of  t i le  autbiorized arid uriissued common  shares. 780.0'1 2 si,ares are reserved ~ ~ n d e r  ti-e Kev kmpoyees '  Stock Opt !on P a n  atid 
options are outstanding on  773.1 5 3  stlares at prices equal t o  narke t  value ~t date o f  giant. r a n g n g  f r o v  $; 31 2 5  t o  $ I ?  625 
per stlare, o f  w h i c h  opt ions in respect o f  51 8.687 shares are held n'j senior oi+:,zers o f  A b i t b i  O p t o r ~ s  are ic11 terws of u p  :o ten 
years dr)d are exercisable most ly  in instarnenis upori  f u l f l r n i e ~ t  o f  serv.ce zond t : ons  

Ti ie Plari was  amended 1 9 7 3  t o  provide for  the  ~ . s e  o! a market g row th  f o rnu la  at date of exercise lor  a :  s,.bseql~enr options 
and t o  perm:t t l i s  as ar, a te r r i a t ve  for o p t o n s  then outstanding r i  a c c o r d a x e  w i t h  this f o : - r u a .  the  market g l o w t h  anou.ct  :s 
determined b y  mult lpl .{ ing the  riui:iber o f  stiares w t i -  respect t o  wh i c l i  the  o u t o n  ;s exercised b,y t t le excess of market value per 
stlare at date o f  exercise over market value at date o f  grant. Si-ares t o  this val~,e are issue6 111 corlsderatior l  o f  the le l inq~r is t imel i t  
b y  t i le  oot,onee o f  his op t ion  r g h l  t o  t i l e  re rnar i r ig  sihares I!; the  c a c u a t o r i  of the  market i j r ow t l i  arnoh~rlt anti the payrr.ent o f  
or7e cent per share issued 

Tt'ere we:e 267  shares issued in 1 9 7 7  (1 9 7 6 - 7 5 4 )  ! ~ l l i i e i  the  t e rns  o f  t r e  Plari 

r Augus t  1977.  448 .686 sllares were  isshed as cn- ' s ide~at io r i  for tile u '~ r chase  o f  an e q ~ a  1i:irrbel ot common  sliares o f  Tile 
Price Compal iy  I i r l i t e d .  The Abi t :b i  shares were v m e d  at $ 1 0  7 5  eacl:, w k h  represented t l w r  q ~ o t e u  rvsrker price at the  t i n e  
of t i le  t ra r i sac to r i  A t  Dece1i:ber 31. 1 9 7 1  A b i t ~ b i  I - e d  58% o i  Price's o ~ i t s t a n d n g  common  shares 

12. Income Taxes 
N o r i ~ c a p t a l  tax losses no t  yet util ized a i id  available ior  zpp ' , ca ton  ausns t  taxab!e 1icor:ie v v l l i ~ n  mas! be earrled :n fut,,le ';eats 
aggregate approximatel'/ S8.100.000 and expire 5 ~ 0 0 . 0 0 0  4.: 1978.  5500,000 11  1979.  $4 ,800,000 r i  1980,  53000 ,000  :n 
1981 arid s300.000 1 1  1982.  A r ra jor  part o! these tax ber ie l i :~ is expected :a be rea3red : i i  1978  as a resari o i  1977  tax 
l e g s a t i o n  ~&l,i:icli permits a cornpan,{ t o  u t ~ l i r e  the  tax losses o i  a s~ios id iary fo l low ing  \ v l n d ~ i p  o l  t i ,e subsmar.; 
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13. Cap i t a l  P ro j ec t s  

An  estimated $21 5 million wi l l  be required to complete approved capital projects 

14. Lease Ob l i ga t i ons  

Abitibi and its subsidiaries are committed under leases. principally for office and warehouse premises and woods equipment. 
for varying terms expiring up to 1999 The aggregate rental payments required for the 12 months ending December 31, 1978 
under leases having an unexpired term of more than one year at December 31. 1977 are S6.300.000. of which $2.600.000 is 
attributable t o  leases having an unexpired term of more than five years. 

15. U n f u n d e d  Pension Bene f i t s  

The most recent independent a~tuar ial  estimates indicate that the single-sum liability for unfunded past service pension benefits 
not provided for in the accounts at December 31 1977 is a p p r o x i ~ a t e y  $34 million and that at the current rate of Company 
contributions the pension plans wi l l  be fully funded by Decembcr 31 1990 

16. A n t i - i n f l a t i o n  P r o g r a m  

Abitibi and its Cdnadian subsidiaries are subject to controls on prices profits compensation and dividends under the fedeial 
governments anti-inflation program and have complied with such program 

17. O t h e r  S t a t u t o r y  I n f o r m a t i o n  

(a) Remuneration in 1977 of Abitibi s 16 directors and 39 officers including past officers determined in accordance with the 
Canada Corporations Act amounted to $66 000 and $2 503 000 respectively Four officers of Abitibi served also as dire~tors 

(b)  Loans outstanding witt i  officers relating t o  the purchase of residences amounted to $31 8.000 at December 31. 1977 

Aud i t o r s '  R e p o r t  

To the Shareholders of ABlTlBl  PAPER COMPANY LTD.: 

We have examined the consolidated balance sheet of Abitibi Paper Company Ltd. as at December 31, I 9 7 7  and the consolidated 
statements of net earnings. retained earnings and changes in financial position for the year then ended Our examination was 
made in accordance wi th  generally accepted auditing standards. and accordingly included suci-1 tests and other procedures as 
we  considered necessary in the circumstances. We have relied on the reports of other independeiit accountants who  have 
examined the financial statements of Mattabi Mines Limited and Boise-Price Southern Newsprint Corporation, partly-owned 
companies accounted for by the equity method. 

In our opinion these consolidated financial statements present fdiry the financial position of the company as at December 31 
1977 and the results of its operations and the changes in  its financial position for the year then ended in  accordance wi th  
generally accepted accounting principles applied on d basis consistent wi th  that of the preceding year 

Toronto. February 16. 1978 
PRICE WATERHOUSE & CO. 

Chartered Accountants 



Five Year Review 
(thousands of dollars except per share calculatio~is) 

. 
p~ - . ~ ~ ~- 

1977 1976 1975 1974 
~-~ 

1973 

Sales and Earnings: 
. . .  Sales, less delivery expeises . $1.045. 504 $880. 351 $764. 384 $551.893 $403.536 

Deprecation and deplei io~i  . . . . . .  43.963 41.942 42.071 21.243 17.732 
Interest expense . . .  . . . . 23.856 25.032 22.505 9.398 7.926 

. . . . .  Incometaxes . . . . . .  . . 29. 363 13.483 15.1 41 30.099 15.030 
W r i n g  income . . . . . . . .  . . . . 3.283 3.844 5307 10. 257 11.755 
Vnor l t y  shareholders' rlterest . . . . .  . . 11.623 3.687 7.428 1.295 - 

Earnings before extraordinary items . . . . . . . . .  37.908 13.024 13.985 45.880 30.552 
Percomrnoiishare . . . . .  . . . . .  $ 1 83 $ 47 $ 63 $ 250 S 166 

Extraordinary terns . . .  . . . . . . .  - - . . 1.687 670 
Net earnings . . . . . .  . . . . . .  56.221 13.024 '1 3.985 45.880 29.882 

S . . . .  Per common share . . . . . . .  
.. ... ~ ~ -- ~ 

174 $ 47 $ 
-- 

6 3 
~ ~ p - ~  

1.62 

Dividends Declared: 
Preferredshares . . . . . . . . . . . . . . . .  S 4.366 $ 4.584 $ 2.622 $ 718 5 730 
Common shares . . . . . . . . . . . . . . . .  6.446 2.1 72 7.239 11.763 4.954 

Per common share . . .  $ 
. . 

~~ p ~ ~ -  .... 

35 $ 12 s 
-~ . ~ p-~- 

40 S 
-~~-p~ . ~~ 

65 S 275 

. . . . . .  Additions to Fixe 
~~~ ~ ~~ ~ 

S 43.580 S 54.371 S 71.041 $ 35.460 5 22.147 
~ ~ ~ p~~ 

Financial Position: 
Wurk i~ ig  c a p l a l  . . . . . . . . . . . . . . . . .  $ 259.836 5224.562 $229. 023 $ 81. 948 S 94. 582 
Netfixedassets . . . . . . . . . . . . . . . . .  476.230 489. 437 478. 205 452.985 228.81'1 
Long-term debt . . . . . . . . . . . . . .  242.51 2 243.1 68 255.522 139.1 63 97.592 
Deferred income taxes . . . . . . . . . . . . . .  103.224 99.725 91.299 80.940 33.592 
Minoritv sharelioders interest . . . . . . . . . . . .  110. 417 1 1  1.671 108.090 110. 795 - 

Preferred shares . . . . . . . . . . . . . . . .  44.81 5 47.01 6 49.261 9.469 9.71 2 
Commonsl~arel io lders 'equi iy . . . . . . . . . . . .  292.424 262. 192 255.924 252.890 219.431 

Per conlrnon share . . .  
~ ~- ~ ~ .. 

. . $  1577 $ 1449 S 14.14 $ 1397 $ 12.13 
- . -- . ~~ ~~p 



Primary Production 
Abitibi 

Newsprint and Fine and 
Uncoated Printing Building Paper- Market 

~- -- -~ ~- 
Groundwood Papers Papers 

-- ~~~ ~ 

Boards 
~p~ - ---- 

boards Pulp Lumber 
~~p -- 

~ ~ 

. - ~ - -  
Tons 

. - 
Tons Msf 
- - 

Tons Tons Mfbm 
~ -~~ ~ 

Capacity 1977 1.205.000 170.000 952.000 81.000 1 1  3.000 145.000 
Production 1977 1.048.000 
~p 

157.000 904.000 ~ 60.000 . 93.000 . 

1976 984:000 854.000 58.000 ~. 
~ ~ -- - 

1 13.000 
p-~~ ~ ~ ~ 

93.000 
~p 

72,000 
.- 

~ ~ 

77.000 733.000 
~~ ~ ~ ~~ - 30.000 

~ 

46.000 
-. 63,000 

~p 

183.000 738.000 
p- 

77.000 . 9.000 
~ ~~~ 

1973 1216000 172.000 735.000 81 000 1 10.000 38.000 

Price ~ 

Newsprint and 
Uncoated Kraft Paper- 
Groundwood Papers 

~ ~ - . . Paper 
-p 

boards 
~ . .  

Lumber 
~p~~~ 

Tons 
-- -- - 

Mfbm 
~ ~. 

Capacity 1977 1.078.000 50.000 75.000 265.000 
Production 1977 877.000 43.000 61.000 

~ -- .~ ~ ~ p-~~ . . .. -- ~ . . ~ - - - . .~ 
21 9.000 
. ...... - 

1976 938.000 41,000 53.000 
~ - ~ - ~ - -~ -- 

196.000 - 
1975 873.000 31.000 53.000 66.000 

(a) Capacityfigures indicate effective annual output and generally are somewhat less than rated capacities due to 
allowances for items such as maintenance downtime. 

(b) Approximately 90% of  newsprint and uncoated groundwood papers capacity at present is devoted to the production 
of newsprint. There is no'clear demarcation between these products. Equipment which can produce uncoated 
groundwood papers also can produce newsprint. 

(c)  A significant portion of Ab t i b ' s  market gulp production (about 60% in 1977) is consumed in the manufacture of 
primary paper products at other Abitibi mills. Price also sells a srnal amount of market pulp which is residual 
capacity not required for kraft paper and paperboard operations 

(d )  Building.board production is expressed Dn an equivalent thickness basis. 



Newsprint and Uncoated 
Groundwood Papers 

Ample newsprint was available to  all 
markets throughout 1977 Increased 
advertising lineage. some modest 
Improvement in circulation. together 
with the growing popularity of news- 
paper nserts-a trend w e  believe wi l l  
continue-combined to  increase U S .  
newsprint consumption by 6.4% over 
1976. Overseas demand on Canada 
also held up even though considerable 
surplus capacity existed in some areas. 
Shipments by the Canadian industry 
totalled 9 million tons. up about 3.4% 
over 1976. 

Production of newsprint and ground- 
wood papers by Abi t ib-Pr ice mills in 
1977 was 1 9 mill ion tnns. Operating 

rates after declining in the first quarter 
were successively higher as the year 
progressed and approached effective 
capacity in the fourth quarter Over the 
entire year. our mills operated at about 
84% of capacity 

There was a higher level of newsprint 
consumption experienced towards the 
end o f  1977 as well as a reduction in 
inventories. particularly those held by 
U S publishers to which group w e  sell 
over 60% of our outout This situation 
together w i th  a growth pattern 
projected for North America and a 
forecasted stable overseas demand all 
point t o  an improved sales outlook for 
Abitibi-Price newsprint in 1978 A 
price increase o f  $1 5 per ton in the 
United States was announced by 
Abit ibi t o  become effect~ve on April 1 
1978 

Employees: From posters to production graphs one thing 1s .., .. Abi tb i  emolovees-Commiinication on Paper 

Throughout the year. we  continued to  
emphasize the upgrading o f  our 
newsprint facilities in order to  improve 
both quality and operating efficiencies. 
This w i l l  aid in our cost reduction 
objective of being able to  compete 
effectively w i th  all other manufacturing 
countries. 

During 1977, a separate division for 
uncoated groundwood papers was 
established. reflectinq the arowina 
importance of these products to - 
Abi t ib-Pr ice Toward the end of the 
w a r  a $32 million e x o e n d i t t ~ r ~  for ~~ ~ ~ 

i o ta i  conversion over a three year 
period o f  Price's Kenogami ' k e w s "  
mill t o  uncoated groundwood papers 
was given conceptual approval On 
completion of this project and in 
combination w i th  Abt ib i ' s  S a u t  Ste 
Marie uncoated groundwood paper 



mill. Abitibi-Price wi l l  be a leading 
supplier to North American and offshore 
users of rotogravure, offset, directory 
and other specialty papers. 

As the year progressed. a major 
dedication to improving groundwood 
paper quality began to result in better 
market penetration. Sales volume 
increased to the point where both 
mills were sold out by the last quarter 
compared to taking some short-time 
operation earlier. Profits have improved 
and the outlook for1 978 is encouraging. 

Pulp 
Abitibi both purchases and sells 
bleached kraft pulp. In 1977. total 
consumption of kraft pulp in Abitibi 
mills was 137.000 tons while 
production at Smooth Rock Falls was 
105.000 tons. Thus the company was 
a small net purchaser 

Huge world inventories and capacity 
well in excess of demand have 
contributed t o  a highly competitive 
market. During the second half of 
1977 the U S .  price for bleached kraft 
pulp fell $70 to the $300 per ton 
level at the end of the year. 

In view of the poor market conditions 
the Smooth Rock Falls division is 
exoected t o  incur a loss in its 1978 
operations but divisions purchasing 
kraft pulp wi l l  benefit from lower costs. 

Fine Papers 
This has not been a good year in the 
Canadian fine Daper industrv. Growth 

continued to be affected by imports. 
The low value of the Canadian dollar 
has provided some brake on imported 
tonnages but these still account for 
almost a fifth of the Canadian market. 
The supplyldemand situation is 
projected t o  come into closer balance 
over the next three years; capacity 
increases appear to be modest and 
traditionally. usage of these papers has 
kept pace wi th  overall growth in the 
economy. 

It is becoming increasingly necessary 
however. to discuss Abitibi Provincial's 
business in the context of t w o  distinct 
fields which currently have quite 
different market outlooks. The Thorold 
division is primarily a producer of 
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white. uncoated printing and writing 
papers. These grades are in free supply 
and Canadian and U S  mills have been 
operating at about 85% of capacity. 
Business is extremely competitive and 
price levels. while improving. are not 
attractive. Given the growth in GNP 
that is ~ ro iec ted  for the US. .  there 
shouldbe-steady improvement in both 
output and profitability during 1978. 

The other part of our business centres 
around the Thunder Bav division and 
consists of a wide range of coated 
papers. from magazine and catalogue 
grades containing large amounts of 
groundwood. to the best quality high 
gloss sheets for deluxe printing use. 
These grades are in much tighter 
supply and projected capacity growth 
would indicate that they are likely to 
remain so in the immediate future. The 
Thunder Bay division is almost entirely 
devoted t o  the production of coated 
oaoers. and while its level of 
performance and output has been 
anvthina but satisfactorv in the past 
year. the m i l  is now  turning out 
product much more efficiently and is 
poised to take advantage of this 
~ncreasingly active market. 

The Georgetown mill. a much smaller 
ooeration. is concentratinn on various 
converting coated specialiies and is 
finding ari expar~diny ina~ket niche. 

The Canadian fine paper industry is 
currently operating with the assistance 
of a devalued Canadian dollar and 
tariff protection of 12%% The lower- 
valued Canadian dollar can be fleeting 
and hopefully the current GATT 
negotiations wi l l  not excessively affect 
the competitive position. Abitibi 
Provincial Paper is using this period to 
refine its grade mix, increase its 
productivity and strive to improve its 
competitiveness It is expected that the 
division wi l l  produce and sell higher 
volume in 1978 and that the overall 
performance wi l l  show considerable 
improvement over 1977. 

Hilroy Ltd. 

Althouah sales showed an increase for 
the year. earnings were sharply lower 
due lo t i iy i~ ly  corriveiitive pricing in the 
school stationery and commercial 
stationery markets Recognizing these 
conditions objectives were aimed 
towards increasing our share of specific 
markets and improving productivity 

As a result substantial gains were 
made These programs, together wi th  
improving market conditions and new 
products are expected to bring us back 
t o  a satisfactory level of profitability 
in 1978 

Canada Envelope Company 

1977 was a good year for the company 
wi th  records set in sales and earnings 
We entered the year wi th  an order 
backloa and this was well maintained 

each market area and w e  enjoyed a 
year almost free of postal strikes. These 
were major factors contributing to the 
return to more acceptable levels of 
profit. Backlogs remain good and we 
look ahead to 1978 wi th  continued 
confidence for further improvements. 

Inter City Papers Ltd. and 
Hillier Paper Limited 

Sales and earninas of our paper 
merchant operatiins exceeded all 
previous records. Market share was 
held or expanded in all operating 
areas and business remained strong 
durino most of the vear. Productivitv 

computerized order handling system 
The outlook for 1978 is for continued 
improvement although at a much 
slower rate. 



Paperboard, Kraft Paper 
and Packaging 
Canadian domestic shipments of kraft 
paper and paperboard were at about 
the same levels in 1977 as in 1976 
competit ion in kraft papers was severe 
due to  oversupply and a susceptibility 
to imports. w i th  the result that 
downtime was incurred and further 
erosion o f  profit margins took place 
Although domestic paperboard 
consumption dld not grow in 1977. 
Price's market share increased. 
enabling a higher production level than 
last year. Production o f  kraft paper and 
paperboard in 1977 o f  104.000 tons 
was 10.000 tons higher than in the 
previous year. A somewhat better 
market for paperboard combined wi th  
mill improvements provides an 
improved outlook for this product 
in 1978. 

1977 was a disappointing year for the 
Sturgeuri Falls corrugating medium 
operations as both sales and earnings 
were well below expectations This 
situation was the result of weak 
demand for shipping containers which 
also led to intensely competitive 
conditions. In addition. one of our 
major customers enco~rntnred a strke 
at four container plants which 
considerably reduced our shipments of 
corrugating medium in the second 
half In 1978. market conditions for 
corrugating medium are expected to  
improve 

The corrugated container market was 
quite erratic last year Lacklustre 
demand was general across Canada 
and industry shipments in our market 
area. Ontario and Quebec. were only 

Educaton Co lour fu  booklets. charts. text books and  rnagarlne 
artcles are all used by Abmbi  t0-c~ 



equal to the 1976 level In addition 
price attrition was severe in 1977 and 
some containers were sold at 1975 
prices Our container plants did not 
run at capacity in 1977 and volume 
and earnings declined from the prior 
year For 1978 w e  anticipate fuller 
operations and improved earnings 

Building Products 

United States 

With housing starts at the highest level 
since 1973 and an active repair and 
reinodelling market record 1977 sales 
exceeded $100 million representing a 
16% increase Earnings improved by 
22% even though margins on interior 
pdnelling remained depressed due to 
Intense competition 

U S housinq starts in 1977 totalled 
nearly 2 million units a 29% 
improvcmcnt over the 1976 level 
Sales of our extertor products 
manufactured at Roaring River North 
Carolina and Blountstown Florida 
were at record levels 

There was significant upward cost 
pressure again in 1977 We success full^ 
constrained costs however through 
productivity gains and vigorous cost 
reduction programs at all plants In 
addition we  benefitted from our active 
energy conservation program 

The introduction of 29 new products 
in 1977 made a significant contribution 
to increased sales Some were 
introduced in late December to get 
sales off to a good start in 1978 
Research and development 
expenditures wi l l  be increased again to 
assure that our customers continue t o  
receive a steady f low of attractive 
new products By striving for leadership 
in design and quality of panelling 
products we are confident that the 
division wi l l  continue on its path of 
profitable growth in 1978 

Canada 

1977 was ail unsatisfaclury year for 
the hardboard siding plant at Sturgeon 
Falls The outlook for 1978 looks 
considerably brighter. Forecasters have 
estimated 1978 housing starts at from 
240.000 to 260.000 units. a slight 

improvement over the 1977 rate To 
assure a higher level of production in 
1978 arrangements have been made 
to sell a substantial amount of 
prefinished sidtng in the United States 
market through our U S building 
products division 

Lumber 
The 1977 lumber market was much 
improved ovel {tie previous year due 
to the increase in housing starts and 
the upward trend in other uses for 
softwood lumber. 

The high lumber demand led to major 
price swings during the year. From a 
low level in the first half of the year. 
prices rose rapidly in the third quarter 
to record highs. Dealer resistance then 
occurred and prices dropped just as 
quickly as they rose. losing most of the 
gains that had been realized. Towards 
year end. some strengthening of the 
market again took place 

The unprofitable Hudson sawmill was 
closed at mid-May and subsequently 
sold t o  outside interests. 

A particular highlight of the year was 
the start-lrp nf the new sawmill 
located at White River. Ontario This 
operation. rated at 70 million board 
feet per year incurred substantial 
start-up costs. but is gradually 
increasing production as equipment 
and process problems are solved and 
as crews are trained. 

Price's Skeena sawmill in British 
Columbia operated throughout the 
year and recorded the highest earnings 
year in its history and indications are 
that this level wi l l  be maintained in 
1978. The Peribonca sawmill in its 
second year of operation contributed 
quite satisfactorly to company 
earnings. 

For 1978. we anticipate a market 
approaching on average that of 1977 
in both demand and price. 

Price Wilson Limited 
Price Wilson's consolidated net loss 
for the year amounted to $6 3 million 
compared with a loss of $2 9 million 
in I976 

The current year's results include 
terminal losses of $3 million and 
$300.000 respectively on the 
divestment of National Distribution 
Services. Inc. and the planned 
divestment in early 1978 of an 
unprofitable Canadian joint-venture 
company. Another small unprofitable 
Canadian division. Maintenance 
Systems was also disposed of during 
the year. Operating losses of National 
Distribution Services amounted to 
$1 7 i ~ ~ i l l i o i ~  i i i  1977. These disposiiioris 
and numerous other positive 
changes in controls. procedures and 
techniques should result in considerable 
improvement in 1978 
The company wi l l  now be able to 
concentrate f u l v  on its Drimarv 
business. the manufacture and 
distribution of industrial paper products 
for the fast food. industr~aland retail 
markets While this business is not 
buoyant and is highly competitive, our 
objective is to turn the company into a 
profitable position dirring the last half 
of 1978. 

Woodlands 
Continued efforts to increase 
productivity wi th  existing logging 
methods, more emphasis on equipment 
maintenance. and a 17% increase in 
the volume of fibre delivered to mills 
have all helped to hold wood costs 
within 4% of 1976 
Tests of new logging machines and 
methods continued during the year at 
various locaticns wi th  some 
encouraging results. 

The silvicultural program on company 
freehold lands at Thunder Bay is 
continuing with encouraging results. 
The 1976 plantation has maintained a 
90% survival rate to the end of 1977 
and has achieved a maximum height 
of 36" in the two  growing seasons. 
This is somewhat greater than 
anticipated. Three hundred thousand 
container seedlings were raised in the 
greenhouses for 1978 spring planting. 
In Newfoundland intensification of 
co-operative silviculture programs 
continued. A total of 1.888 acres were 
thinned to optimum spacing. 



Mineral Interests Mdttabi is 40% owned by A b i t b  a r "  
60% by  Mattagdm Lake Mines 

Mattabi s earnings for the year 1977 
were less than in 1976 due to  lower 
metal prices and higher operating 
costs A b i t ~ b i  s 40% interest in these 
earnings was $3 4 million compared 
w ~ t h  $4 2 million in 1976 Dividends 
received by A b i t b  in 1977 amounted 
to  $6 0 million 

Operations at the Mattabi base metal 
mine near lgnace. Ontario continued at 
capacity through 1977. The mill 
treated 1.033.1 33 tons of ore grading 
8.4% zinc. 1 0 1 %  copper, 0 84% lead 
and 3.54 or. silver per ton Grades 
were slightly better than in 1976 and 
recoveries also were improved 

Imers: Ins t ruc to r  and fact  books. paper wrappers f n s  papcr  promotions 



Ole reserves at \,ear end were 
5.1 00.000 tons. grading 1.19% zinc. 
0 58% copper. 0 74% lead arid 2 77 o r .  
s ive i  per  to^> The property also 
contains 1 1r111liori toris o f  sub-grade 
ore wl i ic l i  may be rmned when metal 
prices rise 

Exploratioii is also being conducted on 
w ix l l y -owr ied  properties of A b t b  in 
Nortliern Oiitaiio Targets located by 
airborne suiveys in 1976 were 
fol lowed i ip in 1977 wit11 ground 
geopi?ysics and geological mapping 
Seveia inteiestng targets wi l l  be 
drilled in 1978 

Tile rnne at Buchans. Newfoundland 
ope~ated at iiear capacity levels as in 
~ o i  years Production was 28.91 6 
tons o f  7 n c  concentrates. 17.466 tons 
of lead concentrates and 4.045 tons of 
copper concentrates 

Reseives r i  t l ie mines presently being 
worked at Buchans may be exhausted 
by 1980. Accordingly the pace of 
exploratori was increased in 1977 
\h,itIi the object of finding new ore 
bodes  r i  the area to extend the life of 
this operation. Exploration activities in 
'1 978 wi l l  continue to  be devoted 
n ian iy  to  tlie Buclians area in 
Newfoundland. Soine additional work 
wi l l  be cawed out in other areas 
nc lud i i ig  New Brunswick and Quebec, 

Environmental Control 
Eiiviionmerital activity by  Abt ib i -Pr ice 
in 1917 consisted o f  completing three 
malor and several minor projects wl i ic l i  
were started in 1976 and of planning 
long-range programs that w i l l  entail a 
total expenditure on environmentally 
ielated items of $44 million in Ontario 
by 1982 and a similar amount in the 
other Provinces and States in w h c l i  
A b t i b i P r c e  mills are located. 

rtir refuse-burning boilers at Smooth 
Rock Falls and Chandler are in 
operation and are burning a of the 
r ~ i l l  iefuse. Construction of a system is 
under way at Smootl i  Rock Falls to 
retrieve the refuse from nelghbouring 
s a w i n s  71ie refiner grour>dwood 
plant at Grand Falls was completed in 
1971  and the oxygen deinand of h e  
m i l  dscliarge has been considerably 
reduced because of the lower 
req~i rement  for chemical s u p h t e  pulp 

A b ~ t i b  was cl ia lenged in court in J ~ i l y  
1971  for alleged breaches of the 

Env lonmenta Protection Act and the 
Ontario Water Resources Act at 
Iroquois Falls The case was declded I -  

our favour but an appeal has been 
made by tke Ministry It is scl ied~i led 
to  be re-heard in March 1978 

Progrdlns have been dssembed in 
Sepalate consultatioii w i th  regulatory 
agencies in Newfoundland. Quebec. 
Ontario. \4i!,Iigan and 'Vlanitoba The 
agencies operate under different 
guidelines and a are subject to 
pressure from the public. the 
approprate Federal agences and in 
the case of M c l x g a n  and Ontario. 
from tile 1 ,~ ternatona Joint 
Comniission for i i a r i d  Wateis 

Tlie company lias the oovious 
problem of establ:sl i i ig priorities for 
available f i i a r i c a  resources Tiie f i s t  
priority must be t l ie need to  make 
plant improvements tliat wi l l  i icrease 
productivity. preserve lobs and provide 
a solid base for future opeiatons 
VVith a heav\/ demand for sucli projects 
it is difficult to accept orders f i o i ~  
government agencies v h c t i  force 
precedence ior  ~ inp roduc tve  capital 
projects that provide inargnal 
mproven:ents to t l ie environment Tlie 
company wishes to co-operate wi th  
these agencies to  achieve their 
objectives Our problem is usually a 
question of tinling and financial 
resources. 

Research 
Production of mechanical pulp or 
'groundwood" by refiners rather than 

grinders is growing rapidly and has 
other benefits besides environmental 
control During the past year the Grand 
Falls division converted almost 
entirely to  the production of refiner 
mecharical pulp The performance of 
its newsprint was carefully monitored 
r i  pressroom trials as thc pcrceiitage of 
this new pulp increased Good 
performance in runability aiid 
printability was demonstrated 

A similar process. but including steps 
of thermal and cliemical treatment. 
received extensive pi lot plant study as 
well as commercial trials Pulp 
produced in ttiis rnanner is of excellent 
quality, approacling that of cliemical 
pulp in strength At the same time it 
retairm the desirable yield, opacity and 
printability characteristics of stone 
groundwood 

Rapid emergence of tile inew DiLitIio 
process for priritirrg iiewspapers 
leqliired careful study of paper 
properties needed for best results. This 
was one facet of an enlarged program 
on pr in tdb i i t \~  and service to  customers 
on p r n t n y  problems. A smi la i  
custornei-oriented approach is 
ciaiacteristic of work or1 coated 
papers, waiipapei and specialty grades 

Several new i! ist i~~:i lei i tat ion 
techniques for tile paperinaknq 
operation continued 1 1  direct studies at 
the opcratiiig d iv i~ ior is  These are 
aimed at solving operatlrig problems 
and gaining new insights into 
paperriiaklnq for improvement of 
q ~ i a l t y  and economics 

Surface stability and weattierability is a 
p i m e  requisite for Abitibi's exterior 
siding A specially developed rcsnzed  
treatment which penetrates individual 
fibres aiid complements Abitibi's 
patented overlay process reaclied full 
commercial produclioi i  n 1977 to  
provide (lie Liser w i th  a durable and 
long las t ing product 



Personnel 
We have placed increased emphasis on 
effective communications throughout 
the company. Our goal is to equip 
every supervisor and manager wi th  the 
skills that wi l l  enable them to 
communicate effectively, under all 
circumstances. We are particularly 
determined to provide the means for 
dialogue between the supervisor and 
the supervised at every level of the 
organization. 

Safety received continuing attention 
throughout the year wi th  varying 
degrees of success The newsprint 
mills improved their record along wi th  
some subsidiary companies. However. 
other operations failed to ach~eve their 
safety objectives. Our goal is t o  make 
Abitibi the safest company in the 
industry. 

While not a major year in terms of 
labour negotiations, important 

agreements were negotiated with the 
Newfoundland and Manitoba wood- 
workers A contract was signed at the 
Alma. Quebec mill after an 80-day 
strike and at the Kenogami mill w i th  no 
Interruption in operations 

Contracts were negotiated at oul 
U S A .  o~erat ions in Avena. 
Michigan. Augusta. ~ e b r g ~ a  and 
Rancho Cucamonga, California 

The major mill union agreements in 
Ontario. Quebec Newfoundland and 
Manitoba expire in the second quarter 
of 1978. and the Woodlands' 
agreements in Ontario and Quebec 
expire in the third quarter of 1978. We 
believe that all parties concerned 
realize that security of jobs and 
income are deoendent uoon our abihtv 

this realization it is anticipated that 
reasonable settlements wi l l  be made. 

:inancial: Abi t ib is message to  the f~nancial world "la annual reports, financial statements. 
dividend cheques. f~nancial news and magazines is Communicared on Paper 
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Abitibi and Price Products, Sales Offices and Plants 
Produc ts  Sales a n d  S e r w c e  M a n u f a c t u r e d  a t  

A b i t i b i - P r i c e  Sales L td .  Newsprint and Uncoated 
Groundwood Papers 

A b i t i b i - P r i c e  Sales C o r p o r a t i o n  
kcv\ Y~.i,k. U " .  D,:s P a r , c i  I At la. l lc~ ti,, Ti,!,,, Pic I' 
BWI'OI. A r ~ i , .  4rg 

A b i t i b i - P r i c e  Sales C o m p a n y  L i m i t e d  
l o r d o l .  ;!,glans 

Kraft Pulp A b i t i b i  Paper  C o m p a n y  L td .  
rororl 'u Or 1 

Paperboard 
Krafr Paper 

P r i ce  K r a f t  a n d  Pape rboa rd  C o r p o r a t i o n  
1 I . O  D l l ~ .  Ont. 

A b i t i b i  C o r r u g a t i n g  M e d l u m  
Rrxdale O r t  

Hardboard 
Woodgrain Hardboard 
Hardboard Sd ing 
Prefnished Plvwood Paneis 

A b i t i b i  C o r p o r a t i o n  B u i l d i n g  P r o d u c t s  D i v i s i on  
Atlanta. G a  . A r l i ~~o ton .  i e x  l r o v  i ~ r h  

Prefinlshed Mauld~ngs 
Insulating Sheathing 

Hardboard Siding A b i t i b i  B u i l d i n g  P r o d u c t s  D i v i s i on  
9exndIe. Onl. 

Lumber 
T ~ e s  
Pales 
Treatlng Services 

A b i t i b i - P r i c e  L u m b e r  L td .  
loronlo m d  T ~ t l r d c r  B a y  O n l ,  'dsncouvc~ R C 

Corrugated Containers A b i t i b i  Con ta ine rs  
R~xda le  aqd Pemoroke. Or11 , k',c:ltre.ik 0": 

Fine and Pi inrng Papers A b i t i b i  P rov inc ia l  Paper  
To~ontc). O r t .  Mon:~caI. 0.j~ 

Ttiorold. T l > u ~ d r r  B a y  n!lC 
Georgrtowrv Orlt. 

School. Home and 
Offlce Supples 

Canada Enve looe C o m o a n v  

Paper Merchants I n t e r  C i t y  Papers L td .  
lnter City Papers 
Oltawa. M ~ s s s s a ~ j g a  a17d Lmdo.,. Or11 
Laurier, Little lnc. 
Morltreal and Quebec Cly .  O u r ,  H a l a x .  U :i 

Hi l l i e r  Paper  L i m i t e d  
Vv'i:,:,!prg. Man. 

-~ - 

Converted Paper Products- 
bags. towels. folding 
cartons and wrapplng paper 

~ ~ 

Resale Products, 
warehous~ng and 
distribution servces 

Pr i ce  W i l s o n  L i m i t e d  
m a l o r  centres ar rosr Carlad, 

~ ~ 

P r ice  W i l s o n  L i m i t e d  
m a j o i  celltres across C s r a o a  



Employees: From posters t o  production 
graphs one th ing  is v i ta l  t o  Abit ib i  
employees-Conimunication o n  P a p e r  

Education: Colourful booklets, charts, t e x t  
books and magazine articles are all used by 
Abit ib i  to-Communicate o n  Paper  
Stude,,ts a ;  all l e ~ e  s t~ i i i i  ;illel 1i:;i.i. i i t x r r t  t l i c  . . ~ r ~ l r ~  i i l t l  lndper I I I~~L!S; I ' .  t  .r'J..@i! t ve  'e'7i?s r!. 
A I > I I I ~ ~ , I  D!>tzj~leC ~ ~ i h r ~ - ~ , ~ i ~ o w  ,I,- ,4t!111t>1 :311ci 1I1c 
p;<pe, IIIC~II:.~, ,' I S  fs3r1r)o 111 M ~ ~ I ~ ~ I I I ~ C C  q ~ o ~ i ~ ~ ~ l ~ l i ~ ,  
t e x l l x ! o ~ s  11-I ccc,!ist,inr , A X  ,I* h ~ t l ~  Ill+: cdelrel-,tci ', 
m d  : ,e~ ;o~~t~c<~~:  s::I~~~:~o! 't;\.,r~s 
A b t  a ':; ed:.:!~~,~al ~ ~ I , I ~ I ~ I ~ , , ~ I ~ I ~ I I ~ ;  :,I? , ,~~.~, i~ l , i t~ Ic  
Irr t c  r I l l c i ~  11r1~ili 1 ' '  c ~ d m i ~ < ~ r #  
StOlc!. 0'' 41blthl ~ l l ~ ~ d : , C ~  d1:X ~ ~ ~ ' ~ ~ l ~ , l l l 6 ! S  O f~e l l  

Customers: Instruction and fac t  books. 
paper wrappers,  f ine  paper promotions 
and labels are t h e  Abit ib i  messages- - 
Communicated  o n  Paper 
' ~ ; ~ ~ l i ~ l e  i l i e  flat el ios (01 rcjlls of ~ ~ , m . . ~ s p ~ ~ n ~  l~t~l(ll',f 
dentl:: t-,e sii;!rc.i. ;is A b t b l - P r ~ c e ,  d c i d i 1 ( > 1 i 8  

l a b e l l ~ ~ i g  ~.t j l l~r i i ;~r- lcc>tes kr': ~ ~ i f c ~ r i i a t ~ c ~ ~ ~  :~h.,! 
t i d t  r o '  t  t i  i ~ p r  i d  ~ I I I  I I ~ P  
Pop.. 21 i , ~ e  packs oi ! j ~ i u w i ~ ~ i ~ ! : u t  lbnnri nape: 
are dear ly  c i e n t ~ f ~ e d  as A b t b  i ie lo r r  pa!.ki iq 1 1  

:;ortilgaten ~.ollt; i l lIert also l o r l l t , hen  ,is prodt.~cts 
o f  our I ~ : e  paprr  c o r l p a r q  A u . t b .  P rov~ : , r i i l  
Pdoer In a papel r i ve ;d~ant ' s  dsplb: ro r~r i l .  
A ~ I ~ I ~ J I  P T V - c i a ' s  d:rr:t r i d  an0 i a r - ~ p : e  nooks  
r : o l r ~ n u w a i e  i o  r i r  i;;:storr,er :;pe;:f!, ruses a im  
advantages o f  A b t b ' s  l i r e  p.iper grades 0.11 
b u 1 1 ~ 1 1 i q  p~oc luc ts  d v s o r -  develops i l ~sp lays  lor 
wsrorners and ~ ' d ~ ~ s t ~ y  S ~ O L V S  t l id t  offer 
I l t e l i i i ~ i i ~  ( . : > i i i ~ ~ l ~ ~ ~ : . a i l ! > g  tlhe quallt), appl lcat lon 
, i f ,d  dttrxt~vc:.e:;s of  A h t b ' : ;  111ter1or aryd e x t e o r  
o a n r  prclducts 

23 Financial: Abit ibi 's message t o  t h e  f inancial 
w o r l d  via annual reports, f inancial 
statements, dividend cheques, f inancial n e w s  
and magazines is Communicated  o n  Paper 
r i  ;lie f !nani :a l  cori i .r i rn tt; our 0\2-11 iit-~i..al 
statelnenl,  q;,nrterly ri?porls. l : l ne l~ l lg  110tCes. 
rie?%spaper stores.  ~ i i a ~ j d 7 1 r i c  ar t lces and 
advertsel r ie i ts  are c i i i e i ~ ~ l l y  ledd drld e v ~ l u d t e d  
b y  f ~ i d ~ ~ c a l  and bu,~:-ess ana vsts , ~ h o  d g e s t  
and acL or. t i : ?  curlerlr 3 i t I  I111ure b~ls7:ess 
p c i : t o ~  corr~n~.,li:;ateri 11:' papel o; A h t b  h t o  
t i l e  homes o i  A h l t l b l s  I~ISI~\~ i t r i r r t io lc lers ( . c I I ~ . ~  

t i l e  A b t b  o e n t ~ i ~ e d  e~i\velo!bcs c o n t c i i n g  
annual drld c~ila'.te:vr. r r p o ~ l s .  (:ir~;l:ars a i d  
d v d r n d  c i ~ e q ~ ~ e s .  (:UII~,~I'.:~ICJ~III:~ and 
t iemo~?st la l~ rng  t l i r  so:rlleIness @i tihell ~ ~ i v e s t ~ i ' e ~ i t  
n A b l h ~  




