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Sales Reach Record $1 Billion
Outlook Optimistic For 1978

Ontario Pollution
Abatement Plan
Costs $44 Million

THUNDER BAY — A $44 million five year
pollution abatemenl program has been co-or-
dinated by Abitibi Paper company Ltd. and
Ontario government for provincial mills, T
J. Bell, chairman of the board. announced
here in late Novemnber.

Mr. Bell told an employee salety meeting
that 328 million will be spent in Thunder Bay
including construction of a $26 million ther-
mal chemical mechanical pu!ping (TCMP)
operation at Thunder Bay division mill. The
remaining $2 million will go loward removal
of suspended solids at the three Lakehead
mills.

The expenditure in Thunder Bay is part of
a province-wide pollution abatement cam-
paign ordered by the Ontario government.
Company and government officials have
worked o develop a tota) pollution abate-
ment program since last spring, Mr. Bell ex-
plained.

*“The economic and employment siluation
of the 1nills as well as environmental needs
were uppermost constderalions in shaping
the program,” Mr. Bell said.

Both Thunder Bay and Fort William
newsprint mills, are meeting governmenl| ob-
jectives of 50 parts per million of suspended
solids in effluent, the chairman said. At
Abitibi Provincial Paper mill, suspended
solid eiflluent is near the target, but improve-
ment is still needed, he said.

"By [ar the most important item in the
program is for reduction of biological oxygen
demand (BOD) poliution being discharged
into Lake Superior,” Mr. Bell told
employees.

Commitment To The Future

In an address to Gravure Research
Tnstitute, George Arellano, president,
commiercial division, Abitibi-Price
Sales Corporation, outtined the com-
pany’'s emphasis on future production.

Staff Facilities

Abitibi Provincial Paper in Thunder
Bay has upgraded staff facilities. SEE

Why Metric ?

The company is going metric. Why?
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In recognition of their leadership which resulted m record sales far Abitibi Cor-
poration, U.S. butlding products division, salesmen presented engraved trays
to: Charles F. Buckland, president, cenltre left, and Blaine W. Evans, vice
president markeling, centre right. Muking the presentation were D.H. Flynn,
sales manager east, left, and B.J. Ising, sales manager west, right.

Prefinished Siding From

Sturgeon Falls Selling

On United States Market

STURGEON FALLS — A move Lhat is ex-
pecled to bolster the economy of this north-
central Ontario community and provide ex-
tended production in the hardboard opera-
tion at Abitibi Forest Products plant, has
been announced by Charles F. Buckland,
president, Abitibi U.S. building products
division.

Prefinished lap siding produced at the
Sturgeon Falls plant and previously available
only on the Canadian market, will now be
sold in the north east and Great Lakes’
regions of the United States

In his announcement, Mr. Buckland in-
dicated that shipments to U.S. could
approach 10 million square feet of prefinish-
ed siding in 1978

“Qur company has been a citizen of this
Ontarie community for many years,” Mr.
Buckland said, “*and it has been of great con-
cern to us that this plant has not been
operatiug at its full petential

“'For sometime now, we have been explor-
ing every possible avenue in an effort 10
create a more productive cnvironment for
our Sturgeon Falls mill. Introduction of this
product (o the U.S. market is expected 1o
assist us in this endeavour,”” Mr, Buckland
explained at a December company saies
meeting in Detroit.

“This could mean a much belter level of
production for the 200 hardboard mill
employees,” the divisional president said.
Falls operation includes
Tﬁfrd rd plant and a corrugaling
employifig approximateiy 400 people.

uaofficial mayor of "L C N IThirty-foud building products’ salesmen in

Maine, New Hampshire, Vermont,
Massachussegs, Connecticut, Rhode Island.,
New York, Hennsylvania, Virginia, Ken-
tucky, Ohio, Indiana, Michigan, Illinois,
Missouri, lofva, Wisconsin, Minnesota,
Delaware, Maryland and New Jersey, in-

ced the lap siding 1o wholesale and
ERSLH

tharkdts in early January.

Shipments of prefinished siding to the U.§
market started in late December. Initially,
two railway cars went to the company’s
Toledo warehouse from where distribution
will be made Lo the consumer markets.

The siding will eontinue to be marketed
throughout Canada by Canadian Forest
Building Product Materials (CANFOR). a
British Columbia based company which has
30 warehouses across Lthe country.

Although the Sturgeon Falls plant has
been producing exterior siding for a number
of years, announcement of ils availability in
U8, muarket was coupled with introduction
of a new improved finish for the product
Years of testing at Abitibi's Sheridan Park
Research Centre, near Toronto, has resulted
in a technelogical break-through surface
coating of the siding. This new palented
technique is called *Fusion Finish'" process
whereby a new surface treatment is fused
to the hardboard. This provides a durable
finish guaranleed Lo retain its color and
protection for years.

The company has offered a 10 year limited
guarantee against blistering. peeling or
checking of original factory finish. There is a
25 year guarantee against hail damage.

“This is the best guarantce on exterior

siding on the U.S. market today.” M.L. (Mar-

Ly} Buchanan. product manager told the
Detreit sales meeting.

“This new line ol superb guality exterior
siding will compliment our product lines on
the United States market,”” he 1old company
salesmen

The Sturgeon Falls product will be offered
in lwo finishes — smooth surface and em-
bossed. In smooth surface, there are four
colors — white. sage green, ivory and yellow
and in embossed fiuishes, colors are limber-
moss and russet.

TORONTOQ — A recard $1 billion in sales last
year and an oplimistic outlook (or 1978
highlighted year-end reports from senior
company officials.

Sales in excess of 1 billion were achicved
by Abitibi Paper Company Ltd 1n 1977. T J
Bell. chairman of the board. said in a year-
end statement. It was a record and a major
miiestone in the company’s hislory. The new
sales achievement represented a 14 per cent
increase over 1976,

Earnings also showed improvemsent, Mr.
Bell added. as a result of increased saies and
the depressed vaiue of the Canadian dollar
Forty per cent of earnings were the result of
the lower valued dollar. he explained

Abitibi Corporation, U.S. building
products division with $100 million in sales
sel a new record. Inter-City Papers also had
arecord year.

The momentuim achieved in 1977 15 ex-
pected to carry over lo this year according to
a survey carried out by ABITIBI-PRICE
wilh senior management of the parent com-
pany and subsidiary divisions

“We look forward to 1978 with
enthusiasm,” Mr. Bell said in his forecast for
this year. While we will continue 1o face
weak markets for kraft pulp and Canadian
board products, we can [orecast some im-
provement in operating rales for newsprint.
Many areas of the company which have been
problems in the past, are either eliminated
or they are back on track ™", he added.

"We are estimaling that (he Canadian
dollar will remain in the 42-93 cent U.S
range and this will go a long way towards
overcoming Lhe competitive disadvaniages
we have by comparison with U.S. forest
producls industry.” he said. “*Our challenge
is 1o strengthen our compelitive position
before the Canadian dollar regains parity
with the U.S. dollar,” he emphasized.

Mr. Bell said the company faced a large
capital program in 1978 worth £65 million to
upgrade facilities and to keep the eompany
compelilive. He said $19 million of the total
capilal budget will be spent on environmen-
lal improvements.

NEWSPRINT

Both C. H. Rosier. president and chief
operaling officer, Abitibi, and C.R.
Tittemore. presideut and chiel executive of-
ficer. The Price Company. forecasted in-
creased newsprinl production.

Mr. Rosier predicted that 300,000 tons of
addilional newsprinl will be shipped to
United States markeLs this year

““This will inerease average operating rates
al Canadian mills to more than 90 per cent.”
the Abitibi president said in his forecast

" Abitibi and Price mills are expectled to
have less down time,” Mr. Titlemore added.
However, he cautioned that the company
faced a challenge to restore confidence in
service and product reliability and quality.

Cucamonga Now

Rancho Cucamonga

RANCHO CUCAMONGA — No longer is
Abitibi’s California building products plant,
tocated in Cucamonga., a place name made
famous by comedian Jack Benny.

The plant won't be moving, just the place
name changes. The cornmunity was part of a
county government system until it was incor-|
porated as a cily in mid December. The new
name is Rancho Cucamonga, one of
America's newest cilies near Los Angeles.
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ABITIBI PAPER COMPANY LTD.

Head Office: Toronto-Domimion Centre,

Toronto, Canada MBK 1B3

The Annual Meeting of Shareholders will

be held in the Cingema Theatre.
Toronto-Dominion Cenlre, Toronto,
Canada. on Tuesday, April 18, 1978
at 10:30 a.m. Toranto time.

On peut oblenir ce rapport annuel en
francais sur demande.

essential to the fast-paced world in

which we live Paper in communication

15 an everyday tool of commerce,
mdustry, banking and government.
Paper in the usual sense and in some
very sophisticated torms plays a vital
role in the "business” of
communicaton. In Abitibi’s world of
printed commumcation, paper or
paper derivatives are used in a mynad
of forms at the dozens of Abitibi mills
and plants dotting the continent from
California to Newfoundland. The
editonal pages of our 1977 Annual

Abiubi in communicating with
individuals, customars, the business
and financial world and the public at
large: including the educational and
public relaucns flelds

COVER

“Abitibi-Price”, our excellent employee
newspaper is an outstanding example
af our annual report theme
“Communication on Paper’”: directed
to Abitibi and 11s thousands of

loyal employses.




Highlights

(thousands of dollars excect per share calculations) 1977 1976
Sales. less defivery expenses 51,045,004 3880 351
Lepreciaticon and depletion 5 43963 5 471947
Income taxes S 293673 5 13,483
Miing incame 5 3.283 s 3.844
Farmings befeie extraordinary 1tems 5 37.908 5 13024
Par common share 5 183 5 A7
Net earnings 5 30220 s 13,024
Fer common share S 1.74 3 47
Dividends declared—npreferred shares S 4 366 5 4084
—common shares 3 G446 s 27172
per common share 5 35 3 17
Additions 1o fixed assets 5 43580 5 h4.377
Workina capital 5 75h9.830 37274 507
Long-term debt § 2429512 52435168
Common shareholders’ eauity s 292,424 82062192
Per common share g 1o /7 S 1449
Numiber of commaon shareholders 21.240 22184




JABITIBI

Report of the Directors

Consolidated sales for the first time in
YyOUr company's history exceeded one
billion dollars, $1.045.504.000—a
milestone

Farmings oefcre extraordinary items
were 537 9 million, not a record but
a substantial impraovement over the
past 7 years

By guarters these earmings were

First -5 3.5 million

or 13< per share
Secono— 5% 6 9 milhon

or 32C per share
Third  — 35171 2 milhon

or hH< per share
Fourth - 516.3 milhon

0: 83¢C per shaie

and the trend 18 most sigmiicant.
Operaling ralas 1n our newsprint
operstions were low n the fust guarter
but improved rapidiy duning the vear.
This reflected net only an upswing in
demand, particularly in the United
States but also our improved sales
particioation in all markets

It 15 1imoortant to realize that the
chianging exchange value of the
Canadian dollar contributed 316 6
rmillion or 46% of our net earmings
for the vear

In the past | have made many
references to the difficulties we face
in the Canadian forest industry
compared to similar operations (n the
United States. our pnincipal market
These include higher waqe rates,
higher wood costs. higher
transportaticn ccsts and igher costs
of construction, capital and taxes.
The major problem 1s to redress these
c0st disadvantages before there 1s any
significant increase in the value of our
dollar Hopefully, we will have ime

Environmental groblems hiave been
of great concern 1o us. Because of
our uncompetitive posiion in the
nevvsprint mills vis-a-vis U S
producers. and resultant lack of
earnings, we have found it difficull
to finance the huge expenditures
requited 1o completely clean up the
processes which use suiphite pulp.
Ve have been researching for some
time thermal mechanical pulping
{TNMP) and thermal chemical



mechanical pulp (TCMP). At Grand
Falls, Price this vear completed our
first major conversion to refiner
mechanical pulp which will permit a
material reduction in 1the use of
sulphite pulp. This plant was designed
so that either thermal or thermal
chemical processes can be added.
Two fuither mills are in the planning
stage for conversion and another will
effect a substitute for 1ts present
sulphite mill. This new technology
will go a long way towards reduction
in the axygen demand of the effluent
which 1s the remaining sernous
pollution problem at our mulls.

During the course of the year we
have been working diligently at all
miil focations to improve
communicalions with employees.
We have several objectives

Safety 1s a major concern [t1s the
first 1item on the agenda of our
directors’ meetings, rmanagement
meetings and mill meetings. Qur
attention to this problem 1s showing
results.

We believe that @ mare intmate
knowledge of our business and the
varaus economies we serve, and
compee with, will lead to better
emplovee relations

Obwviously. at the heart of better
communicaticns are skilled supervisors
and we have established training
programs to upgrade our first line of
contact on the management side.

Coincident with this we have
embarked on a program to raise the
level of the work environment, both
inside and out. at all our mill
locations. Although this will take
some time o complele, we are
making good progress.

During the vear we eliminated several
unprofitable operations that had no
reasonable expectation of a turn-
around These include the sawmull

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 1items appearing on
the earnings statement.

A new sales and operating division

was formed in 1977—1he Uncoated
Groundwaood Papers Division,
supplying rotogravure, offset,
directory and other specialty papers,
with sales offices in New York and
Toronto and operating mills at
Kenogami and Sault Ste Marne We
noww constitute one of the largest
suppliers of groundwood papers to
the fast growang U S market and are
very hopeful of a good future for this
venture At this point we feel
confident that these mills wall run
full during 1978.

The U S pwlding materials company —
Abitibi Corporation—performed
extremely well throughout 1977 and
we expect a further improvement in

Its results in the future We are very
proud of our position in this market for
panelling, extenor siding, sheathiung
and mouidings as innovation and
development of new products are

the backbone of our acceptance.

We paid the following dividends
during the vear:
August 1 — 10¢
November 1 — 10C
and we are hopeful that business
cenditions will allovw us 1o continue
on a quarterly basis at not less than
the rate of our last dividend declared.
15¢C payable February 1. 1978,

For 1978 we anticipate tmproved
operating rates for our newsprint
mills. To cffset increased costs we
have announced a price increase of
$15 which wall bring the selling price
to $320 per ton for U.S. shupments

to take effect April 1. 1978. The U S.
market has shown excellent growih
during 1977 and this trend 1s expecied
to continue through 1878,

The outlook for our fine papers 1s
brighter than it has heen for the past
o vears during which pernod we
experienced serious losses. The
exchange rale 15 assisting this domestic
Canadian business in 1ts competitive
cosition with U.S. producers Sales
volume is increasing and we are
getting some price relief to offset
increased costs.

In our lumber operations. with the
elimination of start-up costs at Whiie

River and the cperating loss at
Hudson, we expect to show a profit
in 1978

As an exporung industry, and this
particularly applies to your cornpany.
we face senous protclems. This
requiras understanding of our problems
on the part of our emolovees. our
shareholders and the public. We must
as a company be more vccal in
public and. because of a rather
hostile atmosphere to big business,

It 1s our responsibility to tell our

story frankly

The puchc 1s responding and
becoming more reasonaole inis
expectations of vwhat our governments,
mnsttutions and industry can provide.
When we come to a dalogue on the
possibihity of, for example, indexed
pensions for everyvone, we must first
of all be knowledgeaile about the
cost and, second, who pays the cost.
It 15 quite concervable that when the
cost 1s properly analyzed, the public
weilt realize thatl we may have
indexed pensions, but no jobs.

We must, as your management, take
an increasing role 1n presenting our
views 1o yvou as shdareholders, to our
employees and to the public at large.
This industry 15 the backbone of the
Canadian economy. We have no
worry about crechbility if we present
our views fairly, consistently and
conscientiousiy. Trs must ke the
role of a large national company with
many thousands of employees and
whose results contribute so greatly
to our country’s economic viabihity,

I'would like 10 commend all cur
family of Abitibi and Price emplovees
for their dedication, support and
hard work during 1977,

On behalf of the Board,

Charrman and Chief Executive Officer
Toronto, February 16, 1978



Financial Review

Earnings in 1977 were bonused
dramatically by the weakness of the
Canadian dollar in companson with
the United States dollar. Using pa
as the base this situation contributed
316 6 milhon to net earnings in 1877
after provision for iIncome taxes anc
ninornty interests. In 1876 there was
4 net charge against earnings of
51.7 million resulting 1N a swing of
318 3 mithon wien comparing the
WO years,

Under curtent operating levels 1t 1s
estimated that each one cent change
in exchange rales between the U5
and Canadian dollar affects annual
after-tax earnings by approximately
12¢C per common share. This
caiculation is based pnmanly on the
value of exported Canadian producls
and does not reflect the impact of
exchange rates on domestic
Canadian operations

In 1977 The Price Company Limited
divested itself of National Distribution
Services Inc.. an unprofitable
warehousing subsidiary, and planned
to divest itself of the business of a
h(0% ownes distribution company.
Accordingly, provision has been made

forternminal losses totalling $3.3 millign.

In addition, Abiubi has sold the
assets nf Abitibi Lumber (Hudson)
Lid , an unprofitable sawmill, and has
taken up a terminal loss of 305 million
Taxcredins of 31 milhon resulting

from the application of prior vears’
osses of subsidiary companies also
have been taken into account The
effect of the foregoing. after a
reduction of 31 1 million forapphcahle
minonty shareholders” interests, 1s a
netextragrdinary loss of 1.7 million

Currentassets at December 31,1977
were 2 8 times current habilities
Working capnal amounted to $258.8
millhon Net cash resources at the yeal
end were 521.8 million, an increase of
5175 milhion over 1876

o=

Capnal expenditures in 1877 totalled
5343 6 million and were made up of
527 0 million for Abinbi and $22
million for Price Planned capital
expenditures for 1978 are 567
rmilhen This comprises $35 million
for Abitibi and 532 milhon for Price

There was no financing entered into
in 1877, Although iong-term deit ol
$115 muliion was retved dunng the
vear, the balance sheet only shows a
decrease of 30.7 milhon from 1376
due to U.S long-term debt being
converled into Canadian funds at
the exchange rates in effect at the
end of each year As explained
under Note (b} of the financial
statements. the unreahzed loss on
translation of long-term debt
payable in U S, funds has been
deferred on the halance sheet. The
total of Series A and B preferred
shares outstandmg at the end of 1977
was 544.8 milhon, a reduction of
$2 2 milhion from the previous year

The consohdated bhalance sheet at
December 31, 1977 sets oul the
minornty shareholders™ interest in
Price of $110.4 milhion. This 1s made
up of the following fiqures:
The Price Company Limited
Preferred share eguity  §
Common share equity
—42 0%
Price sunsigiary comparies,
principally Gaspesia
Pulp anc Paper Com-
pany Ltd. in which
The Nevy York Times
has a 48% interest

Amendments to the Federal income
Tax Act passed in December 1977
provide for a tax deductible allowance
in 1577 and subseguent years
amounting 1o 3% of the value of
specified inventones held at the

begmning of each year. Ancther

3,750,000
23,020,000

~13.647,000
5110.417.000

amendment provides for an increase
and a time extension in the b%
investment tax credit applicable in
respect of qualified capital investments
in Canada. The 5% credit is now
availlable for qualified investments
made before July 1. 1880 but for such
investments made in specified
geographical areas, the credit has
been increased to 7%% or 10%
depending on the area The majonty
of Abiubi's capital investmenis in
Canada will quahfy for the 7% tax
credit. In 1877 the benefit of these

tax measures amounted to $2 8 million.

Further lederal tax changes were
mtroduced gt the same time and
provide significant amendments in
respect of the tax treaiment of
unexpired losses of Canadian
substciary companies Effective with
dissolutions or amalgamations
commenced alter March 31 1977,
these losses may be utilized by the
parert Or sUCCessor company, s the
case may be, in the years following
the commencement of dissclution or
amalgamation proceesings Abitib
has instituted the necessary steps
for three subsidiary companies which
will make avallable 1011 the 1elated
tax losses commencing in 1878

It1s recognized that hustoric accounung
is inadequate for measunng financial
performance in an inflationary
environment Accounting bodies and
government agencies throughout the
world are attempting 10 develop a
systern of accounting which will
reflect the impact of inflation
However, a generally acceptable
accounting procedure has not yet
evolved in Canada. Consequently
Abiubi considers 1t premature &t this
time to provide figures in accordance
with any of the various methods
proposed 1o date although it 15
apparent that the provision for
depreciation 15 inadequale 1o provide
for the replacement of fixed assets



Net Sales by Market—1977 Net Sales

c 37.29 {millions of dallars)
anada 37.2%

U.5.A. 50.8% 1,200

Other 12.0%

200

600

300

1973 ¢ @974 a7 1978 4 el onT

Earnings Per Common Share
(dollars)

3.00

Net Sales by Product

(thousands of dollars)

1977 1976
Newsprint and uncoated groundwood papers $ 568,643 $479,869
Fine papers, including merchant and
converting operations 173,659 140,867
Paperboard, kraft paper and packaging 66,005 64,478
Pulp 12,738 12,294 19735 974 1GH = 976 (O N/E
Lumber 60,850 43120 "before extraordinary items
Building products 116,525 93,344
Converted and resale products B
of Price Wilson 46,994 46,379 5‘1{‘“;‘\’ Per Common Share
ollars
$1,045,604 880,351
20.00

Net Sales and Earnings by Quarters
{thousands of dollars)

Net Sales Earnings
1977 1976 1977 1976
1st guarter § 233,157 $156,048 $ 3,486 $(8,014)
2nd guarter 255,704 241,584 6,844 6,707
3rd quarter 201 144 2S5R T 11.242° 5,098
4th quarter 285,629 246,732 16,336" 9,233

$1,045,504 $880,351 $37,908° $13,024

*before extraordinary items 1973, 1974 . 1975 1976 {977



Abitibi Paper Company Lid. and subsidiary companies

- . Year Ended
Consolidated Net Earnings December 31
(thousands of dollars except per share calculations) 1977 1976
Sales, less delivery expenses $1,045,504 $8806,351
Cther income {note 2) 5,712 4,439

1,051,216 884,790
Cost of sales e 830,264 728,139
Selling. general and research expenses 79,168 64,836
Depreciation and depletion. . . . . . 43,963 41,942
Interest and expense on long-term debt . 22,742 22,308
Other interest . 1.114 2,724
Income taxes 29,363 13,483
44,601 11.364
interest in earnings of non-mining companies accounted
for on the equity basis {note &) 1,647 1,503
Mining income (note 3) . 3,283 3,644
49 531 16,711
Minority shareholders’ mnterest . 11,623 3,687
Earnings before exwracrdinary 1tems. 37.908 13,024
Extraordinary items {note 6) 1.687 —
Net earnings $ 36,221 § 13,024
Per commeon share
Earnings before extraordinary items . $ s A7
Netl earnjngs. 47

, . . Year Ended
Consolidated Retained Earnings December 31
(thousands of dollars) 1977 1976
Retained earmings at beginning of year . 5 212,191 $205,923
Net earnings 36,221 $ 13,024

248,412 218,947

Dividends declared—preferred shares . 4,366 4,584
—common shares . 6,446 2172

Retained earnings at end of vear. $  237.600 $212,191



Abitib Paper Company Ltd. and subsidiary companies

. . . . .o Year Ended
Changes in Consolidated Financial Position December 31
{thousands of dallars) 1977 1976
Financial Resources Provided By:

Larnings before extraordinary items 5 37,908 5 13,024
Charges {credits) 10 earmings not affecting workmg Capna[

Deorecizlion ana depletion . 43,963 41,947

Deferred income taxes . 6.063 /945

Interest in earnings of companies agcounted for on the eouity deIS—

Mattabr Mines Limited . (3.421) (4.125;
Other o (1.647) (1.003)

Minority shareholders” interest | 11,823 3.687

Other—net (558}
Funas from operations. 94,508 G0O.783
Dyvidends from Mattak Mines Limited 6,000 5,200
Issue of common shares 4873
Disposals of fixed assets . 4774 1.692
Decrease 1n recelvables not ¢ urrenl\v due 1.793 1,476
Decrease In Investments . 7 2187
Issue of long-term debt — .h13

i11.295 772,351

Financial Resources Used For: T T
Additians to fixed assets 43,580 54.371
Reduction of tong-term debt 1576 12,740
Dividends:

Sharehoiders of the Company . . 10812 6.706

Minorty shareholders of subsidiary companies 1.640 780
Additioral investment in—

Thne Price Company Limited . 4873 —

Eouity-inlerest company . 50 350
Retirement of preferred shares. 2.183 2.197
Other tems—net | ©,A07 96/}

78.027 76.812

increase (Decrease) in Working Capital 35,274 (4.467)
Working Capital at Beginning of Year . 224,562 229, 023
Working Capital at End of Year

oZbQB%o 5724 567



Abitib1 Paper Company Lid. and subsidiary companies

Consolidated Balance Sheet December 31
{thousands of dollars) ASSETS 1977 1976

Current Assets:

Cash and short-term investments. . . . . . L $ 29178 5 20693
Accounts receivable s 166.322 136,575
Income taxes recoverable. . . . . . | L 1,300 4,640
Inventories (note 7). . . . . . . . . L. . : . 201,228 188,814
Prepard expenses. . . . . L o oL 4,867 4772

402,895 355,494

Fixed Assets:

Properties. plant and equipment . . . C 808,133 788,786
Logging equipment and development . . . . . . . . . S 47,918 44,990
Woodlands and mining and vater power rights . . . . . . . .. 43,499 434772
899.550 877,248
Less—accumulated depreciation and depletion . . . s 423,320 387,811
476,230 489,437

Other Assets:
Lourty interests

Mattabl Mines Limited (note d4) . . . . S 14,981 17,560
Other companes (note b)) . . . . . . . o . 5,708 4,326
Receivables not currently due . . . L 3.538 5.331
Investments (note 8) . . . . . . . . . .. o 5,236 5,243

Cost of shares of acquired compames in excess of values
attnbuted 1o underlying net assets, less accumulated amortization . . . . . . 20129 20,289
Unamortized discount and expense on long-term debt . . . . ) o 1.524 1,684
51116 54,433

The financial stalements have been
approved by the Board:

T J. Bell, Director

C. H. Rosiar, Director

5930,241 $899,364



December 31

LIABILITIES 1977 1976
Current Liabilities:
Bank indebiadness S : 7.4 5 16.347
Accounts payvable and accrued habiities 104,870 95,104
Income and other taxes pavable 17,230 8,402
Dividends pavanle S 3,276 —
Long-term debl due witinn one vear {note 9) . 10,272 11.0729
143,069 130,932
Long-Term Debt {(ncie 9) 24205172 243,168
Unrealized Gain {Loss) on Translation of Long-Term Debt
Payable in U.5. Funds (note T(b) }. (6.710) 4 660
Deferred Income Taxes 103224 99775
Minority Shareholders’ Interest 110,417 1T11.671
SHAREHOQLDERS EQUITY
Preferred Shares (nate 10}
Authonzed: 1.000,000 shares par value 850 1ssuable in
series (1,000,000 snares issued, 103,710 srares redeemed)
Qutstancing: 176,280 7% Cumulative Redeemable Preferred Shares, Series A
(1676 —180.310 shares) . o 8,815 9076
720,000 10% Cumulauve Redeemable Preferred Shares. Senes B
(1976—760,000 shares) . 36.000 38.000
Common Shares {ncte 11)
Authorized: 74.000.000 shares without nominal or par value
Issued: 18,647,076 shares (1976—18.098.123 shares) . hAa824 5000
Retained Earnings 237,600 212,197
337,239 309,208
5899,364

5930241



Ao Paper Company Lid. and subsidiary companies

Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies

{a) Principles of Consoclidation

Tae consel dateo | nancal statements nclude the accounts of Abitby Paper Company Lid and all companies in which it holds
reore thar a 0% mterest Investments n companies in wiich Abitbr hotas 4 major interest, but not maore than 50%, are incluged
in the conschdated frmancial statements i accardance wath the equity method of accounting.

“he cost of shares of acaulred companios @0 excess of va ues autnbuted to underlyving net assets 15 recorged as ar asset on the
consolidated balance sheet I'he excess for companies acguired prior to 1974 15 not heing amortized, while the excess 1in respect
ol suniecouent acqLsinons 1s amortized ar o straight-line hasis over an appropnate penod not in excess ol 40 years

(b} Translation of Foreign Currencies
Bularces and tansact.ons in other correncies have been transiateo into Canadian dollars as follows:

Fixed assets. ~wvesimonts and deferred income taxes al fustoncal rates of exchange:

Other assets and habilities at rates in effect at December 31

ltems inciuded 1n net earnings at rates prevailing dunng the year, except depreciation and capletion wiich are on the same

busis @z the relsted fixed assets
Tie Accounung Resesrch Commitiee of the Canadian Insutute of Crnartered Accountants has recently issued an exposure draft
on the subject of translation of forelgn currency transactions ano loreign currency financial statements Recommendations as
to reaared Carasdian accounting praclice are expectsd sometme .0 1878 Panding an official pronourncement from the C1C A,
the unreasized loss on translatien of long-term debt payable in United States Tunds has been deferred an the balance sheet
Fealzaton of this loss 1s dependent on the exchange rate in effect whern the detst is retired

{c) Inventories
inventories of imsned products. work in process and matenals and opetating supoles dre valued at tne lover of average cost
and net reslizable value Inventones of pulpwooo and sawiogs are valued at average cost.

(d) Fixed Assets and Depreciation

Fixed assels are recarded substantially at cost. Depreciation 1s provided &t rates considered adequate 10 amarlize the cost over
the oroductive lives of the assets The principsl assel categary 15 pramary prodauction eguipment which s depreciated over 20
vadrs on a straight-hine basis Timber limits are depleted on the unit-of-producton basts (o the extent of amounts allowable for
INCome tax purposes

{e) Discount and Expense on Long-Term Deb!
Dizcourt and expense on long-term debt s amorliized over the terms of the related obligations.

(f} Research and Development
Research ano development expenditures are watten off when incurred. except for expenditures on ohysical facthties which are
capitalized and depreciated on 4 suaight-line basis aver their estimated useful hives

(g) Pension Costs
Crrent service oonsicr costs are funded and charged (o earmings as they accrue Past service costs are funced end charged 1o
earnings at rates which, based on actuanal reporis. will provide for full funding by December 31, 1290

{h) Income Taxes
Farmings are charged with income taxes relating to reported profits Differences between sucih laxes and texes currently payable,
whioh result fron timing differences between the recognimion of income and expenses for accounting and tax purposes, are
reflected as Deferred Incorre Taxes in the financial statements Tax benefits relating to current losses are notincluded in earnings
unless recovery 1s virtually certain. When tax benefits not previously recoanized are realized they are included in earmings as an
exiraordingry 1tem

(i) Earnings Per Common Share
Farnings per comimon shara calculations are based on the average number of snares cutstanding during the vear and are computed
after allowing for drvidends declared an preferred shares.

10



2. Other Income 1977 1976

leresi and miscellaneous mcorme 344071 000 2.854.000
Gan on conesy matunties of long-teir aebt 241 000 1329000
Pet gan on disposals of rvestimenta aed lixed asants . . oo ©.0/0.000 2H6.000

o0 /17 000 4439000

o

A

3. Mining Income 1977 1976

Cauity 17 earnings of Matiab 57 nes Limitea 5 5470000 4,705 000

Ming cuss of Trhe Price Coroany Limiten . ) (138,0001 (317000
5 3 783.000 5 3,844.000

o

4. Equity Interest— Mattabi Mines Limited

Alitib: owrs 40% of the comrmorn shares of Matlan: Mines |oritga ano deinvestmert g camned at the comana cost of $3 plus

s nterest i Lnoestabuted eainings 0 accordance wilh toe equ by metirod of acoounting

Taeiodowirg s oa cancevsad seemary of the Seanian position of Mattann as sooan oy s aud led Coogecia statorme ity al

Decemner 3"

ALses 1977 1876
Sl assets 873049600 S70.0/8.000
Prape:ts nlant and eouiorionl, dl cost jess acount.catad deored athan L9730 000 20747000
Mg properties and ngels, at cost less amortizalion 1.8/5 000 7.750.000
Othe: assets. pnrmanly pre-production and delerea develaopnent expendilungs

a1 cos| iess amounts writien off . . . . H.088.000 4,./32.000
244 247 000 554 307.000

ity ves wnd anareirolaers eqity
Loreni hapibities . . . o5 /96,000 § 5598000
Defelied axes . . 4778000 555,000
Capiial stock L . 7.670.000 2.675.000
Beldieo carngs . 26./00,000 45.573.000
%4934 /7.000 54,301,000
MNet earmnas . o . 5 81 //.000 370017000

Ao s egas a Matab fadisted for amortizatior of mirino properiies and nalits)
Cadny at begimnina of vea </ 60000 =18.650%,000
POt canings . 8477000 4 155,000
20.981.000 72780000
Dividends recaived . . . 6.000.000 5 200000
bty at ond of ye . . ) 514,981,000 517 560000

5. Equity Interest—Other Companies 1977 1976
Fow iy ol beginning of vaar . . . 4 375000 5 .883000
Adaiuonal mvestrment 20,000 930.000
gty o1 ea s . L0477 000 P a035.000

6.023.000 4 336,000
Doy dend receivea . o . 15,000 10.000

6,008 000 4.376.000
Provision "o 0ss on nvestmenl o . 300 000

Saety ot ena of vear 5 1 /08 000 54370000



9. Long-Term Debt (cortirued) 1977 1976
Toe Prnee Company Limited and subsiosry companigs:

Sicking Fund Deventures
%% Senes A maturing 1987 o . . o . . 8.700.000 9.900.000

; Seres B maturing 1887 . S : . . 19 500,000 20,900,600

Y% Sreking Fund Notes maturning 19800 . o . 8.736.060 “0.098.000
0% Subordi~ated Sinking Fand Notes matuang 1980 . : . o 4,551,000 4,681,000
Sindryinoebtedness 0 0 L o o . 1.5609.000 1.630.000
252,784,000 264.197.000

2550 AMmo Nt due Wiinin one year . S o o 10,272,600 117,028,000

5242, .ﬂ 2, OOO $243 \08 000

Siakirg fusd and instalmest payment obligators “or 1978 arroontto 17 772,000 aof selhnas S?,BOO.OOO Nss been discrarged
oy pr.or perchase and retrement Panciasl repavment obligations for the years 1979 10 WQB/ are est mated 1o be 371 800.000,
$13.200.000. 315,700,000 sd $16./00.000. respecuveiy. | o'm—tcr“w deot pavanle in U S doilars mol.ded above ang egated
$730,469.000 U S at Decenber 31, 977 (1970--31237.275,000 U

Abitior Pape Company Lid has elfectivery guaranteed payment of certain Goistanding long-term deot of &bt Corooation

and subsidiary compan:es armounting to $30.700,000 U.S at Decenper 31,1877

vy

10. Preferred Shares

The Seres A snaras are redeeman e at the ppuion of Abithy at 57 oer share rom Jure 1. 1978 to May 31, 1983 and thereshier
at 30 persnare Durnng 1977, 4.020 Preferred Shares. Senes A wit a par value of $201,000 (1976 4,920 shares it a par
vilue of 3246.000) were purchased ano cencered pursuant to the conaitions sttaching to 1015 seres

The Seres B snares are redeemabie at par torough the operation of & cunsiatve sinkicg “und at ke rate o7 40,000 shares
annuabky. The Series B shares are otherwise redeemabie a4t $02 b0 per share up to June 15, 1881 and at dec: nirg onices there-
after Duning 1977, 40,000 Preferred Shares, Series B wath a par value of $2.000.000 were redeemead pursuant 10 the conoitions
altacring 1o this seres

11. Common Shares
Ciihe autror zed and unissuea commron shates, /80,012 srares are reservea under the Key Emplovees” Slock Opton Plan ¢nd
optians ace oulstanding on 773,153 sharas 41 prces eaval 1o market value &t date of grant. rangng from 37 3125 10 317 879
par share, of which optionz in respect of 18,687 shares are beld by senior oificers of At Qouons are o1 termrs ol up to ten
vears and are exercisabie mostly innstalments upan lwifilme-t of serv.ce conditons
Tine Plan was amended .~ 1973 to provide for the wse of a mmarke: groveth formula at date of exercise lor a0 sobseq.en’ Gptons
and to permit ths as an alternative for opt.ons then outstancing In accordarce wath this formrula, the market growth amount 3
deternined oy multiplying tbe numbaer of shares witr respect to which the option s exercised by the excess of market value per
share at oate of exercise over market value at date of grant. Sra-es 1o this val.e argssuen i consideration of the relinguishment
by the cotionee of his option nght 1o e remainng shares 1n the calculation of 1he marker groveth amoont and the paynient of
ore cent oer share issued

Thaere were 267 shares issued in 1977 (1976 -754) unaer the tarms of tre Plan

Ir August 1977, 448 686 shares were ssued as corsideratiaon for the ouarerase of an equal number of cormmaon shares o7 The
Frice Company Limteo. The Abition shares were vaoued at 1070 esss . wich represented their gaolea markel price at the ume
of the transaction, At December 31,197/ Abit.or reld 58% ol Price’s out [mdu\g common shares

12. Income Taxes

Non-capital tax losses not vet vtilized and available ‘or applcation auainst taxan'e noome vwhion may be earnea » futare veais
apgregate approximately 8 700,000 and expire 700,000 i~ 1978 <500.000 1n *978. 4 800,000 1n 1980, $3.000.00C n
19871 and s300,000 in 1982, A 1rajor part ©° these tax benefiis 1s expected 1o be realzed 0 1978 as a result of 1277 1ax
leg slavon witich permits @ comrpany to utthze the lax losses of a sups.diary folloveing wind-up of e subsiaiar



13. Capital Projects
An estimated $21.5 milhion will be required 10 complete approved capital projects,

14. Lease Obligations

Abitibi and its subsidianies are committed under feases, principally for office and warebouse premises and woods equipment,
for varying terms expiring up tc 1998 The aggregate rental payments reguired for the 12 months ending December 31, 1978
under leases having an unexpired term of more than one year at December 31, 1977 are $6.300,000, of which $2.600.000 15-
attnbutable to leases having an unexpired term of more than five years.

15. Unfunded Pension Benefits

The most recent independent actuanal estimates indicate that the single-sum liabihty for unfunded past service pension benefits
not provided for in the accounts at December 31, 1877 1s approxamately $34 muthon and that, at the current rate of Company
contributions, the pension plans will be fully fundeo by December 31, 1920

16. Anti-Inflation Program

Abiubi and us Canadian subsidianes are subject to controls on prices, profits. compensation and dividends under the federal
government’s anti-inflation program ang have complied with such program.

17. Other Statutory Information

(a) Remuneration in 1977 of Abitior's 16 directars 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 Anitibi served also as directors

(b} Loans cutstanding with offjcers relating to the purchase of residences amounted 1o 3378.000 at December 31, 1977,

Auditors’ Report
To the Sharcholders of ABITIBI PAPER COMPANY LTD.:

We have examined the consolidated balance sheet of Abitib Paper Company Ltd. as at December 31, 1877 and the congohdated
statements of net earnings, retained earnings and changes in financial position for the year then ended Our examination was
mads in accordance with generally accepted auciling standards, and accordingly included such tests and other procedures as
we considered necessary in the circumstances. We have relisd on the reports of other independent accountants who have
examined the financial statements of Mattabi Mines Limited and Boise-Price Sauthern Newsprint Corporation, partly-ovened
companies accounted for by the equity methad.

In our opinton, these consolidated financia! statements present fairly the financial pasition of the company as at December 37,
1877 and the results of its operations and the changes n its financial positon for the year then ended in sccordance with
generally accepted accounting principles applied on & basis consistent with that of the preceding year.

PRICE WATERHOUSE & CO.
Taronto, February 16, 1878 Chartered Accountants
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Five Year Review
(thousands of dollars except per share calculations)

Sales and Earnings:
Sales, less delivery expenses
Depreciation and depletion .
Interest exnense
Incomre taxes
Mining imcome. . . . L L.
Vimmority sharenolders’ interest.
Larnings before extiaordinary stems |
Per common share
Extraordinary iterns
Net earnings.
Fer common share

Dividends Declared:
Preferred shares
Common shares

Per cammon siare
Additions ta Fixed Assels .
Financtal Posilion;

Working capilal

Net fixed assets

Long-term debt

Deferred iIncome taxes .

nMinonty sharefolders’ nterest .

Preferred shares L

Common shareholders” equity .
Per common share .

1877

§1.045.504
43963
236506
29,363

3,283
11,623
37,808

) 183

1.687
36,227

5 174

$ 259830
476,230
247,512
1063.224
110.417

44 815
292 424
S 1577

1976

880,351
41942
25.0372
13.485
3.844
3687
13,024

5 47

13.024

& A7

54,584
2,172
$ A2

& G4.371

§5224 562
489437
243,168

937725
111,677
47,016
262,192
s 1449

1975
$764,384
42073
22 505
15,741
0,307
/7478
13,9856

$229.,023
478,205
255,627

91,299
108,680

49,2617
255,924
5 14.14

1974

1973

$551,893
21,243
9,298
30.099
10,267
1,295

4% 880

S 250

45,880

$ 250 >

3 718
11,783

$ 6b

§ g7.044
457,985
139,163
80,940
110,795
9,469
252,880
$ 1397

$403.536
17.737
7926
15,030

17750

o
—

S 27h

5 22147
5 94,582
228,811
97,597
33,592
5712
219,431
5 1213



Primary Production

Abitibi
Newsprint and Fine and
Uncoated Printing Building Paper- Market
7 Groundwo_(_Jd Papers Papers _Boardsﬁ boar_c_is _ _fglp Lunlbir
- S Tons - Tons Misf Tons Tans  Mifbm
Capacity 1977 1205000 170000 952,000 81,000 113000 145000
Production 1977  1.048,000 1567.000 904,000 60,000 105,000 93,000
1976 984000 113,000 854000 58000 93000 72,000
1975 804,000 77,000 733000 30,000 46,000 63.000
1974 1250000 183000 738,000 77000 120000 79.000
1973 1216000 172,000 “7_35;,07067% 81,060— 110,000 38.000
Price
Newsprint and
Uncoated Kraft Paper-
Groundwood Papers Paper boards Lumber
 Tons - Tons ~ Tons S Miforn
Capacity 1977 1078.000 50,000 75000 265000
Production 1877 877.000 43,000 61,000 218,000
7 T1e76 938,000 41,000 53,000 - 186,000
1975 873000 31000 83000 86,000
1974 T 1,037.000 N 52,000 63,000 ©158.000
1973 983000 37,000 #1000 193,000

(a) Capacity figures indicate effective annual output and generally are somewhat {ess than rated capacities due 10

(b)

allowances for items such as maintenance downtime.

Approximately 20% of newsprint and uncoated groundwaod papers capacity at present 1s devoled t¢ the production

of newsprint. There 13 no clear demarcation between these products. Equipment which can produce uncoated
groundwood papers alsg can preduce newspnnt.

(¢) A significant portion of Aibitibi’s market pulp productian {about 60% in 1977) 1s cansumed In the manufacture of

primary paper products at ather Abitibi mills. Price also sells a small amount of market pulp which 1s residual

capacity not required for kraft paper and paperboard operations

(d) Bullding board proguction 15 expressed on 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 circulaticn, together
with the growing popularity of news-
paper inserts—a trend we believe will
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 @ million tons, up about 3.4%
over 1976,

Production af newsprint and ground-
wood papers by Abitibi-Prica mills in
1977 was 1 9 million 1ong. Operating

rates after dechaing in the first guarter
were successively higher as the vear
pragressed and approached effective
capacity in the fourth guarter. Over the
entire year, our mills operated at about
84% of capacity

There was a higher level of nevesprint
consumption experienced towards the
end of 1977 as well as a reduction in
mventones, particularly those held by
U S pubhishers to which group we sell
over 60% of our output This situation
together with a growth patiern
projected for North America and &
forecasted stable overseas demand all
point to an improved sales outiook for
Abitibi-Price newsprint in 1978 A
price increase of $1b per ton 1n the
United States was announced by
Abitibi to become effective on April 1,
1978.

Employees: From posters to production graphs one thing Is

e TS

Leshértne
L ET &
by ‘P‘i‘ninlu:f.g'"

vilal to Abitibi employees—Communication on Paper

Throughout the year, we continued to
emphasize the upgrading of our
newsprint facilities in order to improve
both guality and cperating efficiencies
This vatll aid 1n cur cost reduction
objective of being sble to compete
effecuvely with all other manufacturing
countries.

Dunng 1977, a separate division for
uncoated groundwood papers was
estabiished. reflecting the growing
importance of these products to
Abitbi-Price. Toward the end of the
yvear, a 532 millhion expenditure for
toral conversion over a three vear
penod af Price’s Kenogami "News”
mitl 1o uncoated groundwood papers
was given conceptual approval. On
completion of this project and In
combination with Abitibi's Sault Ste
Mearic uncoated groundwnod paper
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mill, Abitipi-Price will 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 groundwocd
paper guality began to result in better
market penetration. Sales volume
increased to the point where both

mills were sold oul by the last guarter
compared to taking some short-time
operation earlier. Profits have improved
ano the outlook for 187815 encouraging.

Pulp

Abiubi both purchases and selis
bleached kraft pulp. In 1977, total
consumption of kraft pulp In Abitibi
mills was 137,000 tons while
production at Smooth Rock Falls was
705.000 tens. Thus the company was
a small net purchaser.

Huge world inventories and capacity
well in excess of demand have
contributed 1o a highly competitive
market During the second half of
1977 the U.S. price for bleached kraft
pulp fell 370 1o the 3300 per ton
level at the end of the year.

In view of the poor market conditions
the Smooth Rock Falls division is
expected to incur a loss in its 1978
operations but divisions purchasing
kraft pulp will benefit from lower costs.

Fine Papers

This has not been a good year in the
Canadian fine paper industry. Growth
in overall consumption was slow and
the volume sold by domestic mills
continued to be affected by imports.
The low value of the Canadian dollar
has provided some brake on imported
wennages but these stull account for
almost a fifth of the Canadian market.
The supply/demand situaton Is
projected to come into closer balance
over the next three vears; capacity
Increases appear to be modest and
traditionally, usage of these papers has
kept pace with overall growth in the
ECONOMY.

[t 15 becoming increasingly necessary
however, 1o discuss Abitibl Provingial's
business in the context of two distinct
fields which currently have guite
different market cutlooks. The Thorold
division 1s primarnly a producer of

i8

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 1s extremely competitive and
price fevels, while improving, are not
atiractive. Given the growth in GNP
that 1s projected for the U.S.. there
should be steady improvement in both
output and profitability dunng 1978,

The other part of our business centres
around the Thunder Bay division and
consists of a wide range of coated
papers. from magazine and catalogue
grades containing large amounts of
groundwood, 1o the best guality high
gloss sheets for deluxe printing use.
These grades are 1n much tighter
suppfy and projected capacity growlh
would indicate ihat they are iikely 10
remain so in the immediate future. The
Thunder Bay division is almost entirely
devaoted to the production of coated
papers, and while 11s level of
perfocrmance and output has been
anything but satisfactory 1n the past
year, the mill 1s now turning out
product much mcre efficiently and 1s
poised to take advantage of this
increasingly active market.

The Georgetown mill, a much smaller
operalion, 1s concentrating on various
converting coaled specialties and s
finding an expanding matkel niche,
The Canadian fine paper industry 1s
currently operating with the assistance
of a devalued Canadian doilar and
tanff protecton of 1214%. The lower-
valued Canadian dollar can be fleeting
and hopefully the current GATT
negotiations will nol excessively affect
the competitive position. Abitibi
Provincial Paper is using this period to
refine its grade mix, increase its
productivity and strive 10 improve its
competitiveness 115 expected that the
division will produce and sell nigher
volume in 1978 and that the overall
performance will show considerable
improvement over 1977,

Hilroy Ltd.

Although sales showed an Increase for
the year. earnings were sharply lower
due Lo tughiy comipelitive pricing in the
school stationery and commercial
statlonery 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 with
improving market conditions and new
products, are expected 10 bring us back
1o a satisfactory level of profitability

in 1978,

Canada Envelope Company

1977 was a geod year for the company
with records set 1n sales and earnings.
We entered the year with an order
backlog and this was well maintained
throughout most of the year. Gains
woere made in the share of virtually
each market area and we enjoyed a
vear almost free of postal strikes These
were major factors contnibuting to the
return to more acceplable levels of
profit. Backlogs remain good and we
look ahead to 1978 with centinued
confidence for further imgrovements.

tnter City Papers Ltd. and
Hillier Paper Lirmited

Sales and earnings of cur paper
merchant operaticns exceeded all
previous records. Markel share was
held or expanded in all operating
areas and business remained strong
duning most of the year. Productivity
improved considerably as a resull of
the successful installation of a new
compultenzed order handling system.
The cutlook for 1978 1s 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,
Compettion in kraft papers was severe
due to oversupply and a susceptibility
to imparts, with the result that
downtime was incurred and further
eroston of profit margins took place
Although domeslic paperboard
consumption did not grow 0 1977,
Price’s market share increased,
enabling a higher production level than
last yvear. Production of kralt paper and
paperboard in 1977 of 104.000 tans
was 10.000 tons higher than in the
previous yvear A somewhat better
marke! for paperboard combined with
mill improvements provides an
improved outlook for this product

in 1878

1977 was a disappointing vear for the
Sturgeon Falls corrugatng medium
operalions as both sales and earnings
were well below expectations This
sttuation was the result of weak
demand for shipping containers which
also led to intensely competitive
conditans. In addition, one of our
méajar customers encounterad a str\ke
at four container plants which
considerably reduced our shipments of
corrugating mediurm in the second
half In 1978, market conditions for
corrugating mechum are expected to
Improve

The corrugaled container market was
quite erratic last year Lacklustre
dernand was general across Canada
and industry shipments in our market
area. Ontano and Quebec, were only

Education: Colourful booklets, charts, text books and magazne
articles are all used by Abitibi to—Communicate on Faper
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equal 1o the 1976 level. In addition,
price attrition was severe 1in 1977 and
some containers were sold at 1975
onces. Our container plants did not
run at capacity in 1977 and volume
anc earmings dechned from the snor
vear For 1378 we anticipate fuller
operaticns and improved earnings

Building Products

United States

With housing starls at the highest level
since 1973, and an active reparr and
reamodelling market, record 1977 sales
exceeded $1C0 million representing a
16% increase Earmings improved by
22% even though margins on intenor
paneiling remained depressed due to
intense competttion

S housing starts in 1977 totalled
nearly 2 million units, a 29%
improvement over the 1976 level
Sales of our extenor products
manufactured al Roaning River, North
Carolina and Blountstown, Flonda
were at record levels.

There was significant upward cost
pressure again in 1977 We successtully
constrained costs however, through
productivity gains and vigorous cost
reduction programs at all piants In
addition we benefitted from our active
energy conservalion program.

The introduction of 29 new products
in 1977 made a significant contnbution
to increased sales. Some were
introduced in late December to get
sales off to a good start in 1978
Reseazich and development
expenditures will be increased again to
assure that our customers continue Lo
receive a sleady flow of atuactive

nevv products. By striving for leadership
in design and quality of panelling
products we are conhident that the
division will continue on its path of
prohitable growth in 1978,

Canada

1977 was an unsatisfaclory vear for
the hardboard sicing glant at Sturgecn
Falls. The outlock for 1978 looks
considerably brighter. Forecasters have
estimated 1978 housing starts al from
240,000 10 260.000 units, a shght
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improvement over the 197/ rate. To
assure a higher fevel of production in
1978, arrangements have been made
to sell a suobstantial amount of
prefinished siding n the United States
market through our U S. suilding
products divisicn

Lumber

The 1977 lumber market was much
improved over Lhe previcus year due
to the increase In housing starts and
the upward trend In other uses for
softwood lumber.

The high lumper demand led to major
price swings dunng the year. From a
low level in the first half of the vear,
prices rose rapidly 1in the third quarter
10 record highs. Dealer resistance then
accurreo and prices dropped Just as
quickly as they rose, losing most ¢f the
gans that had been realized Towards
vear end, some strengthening of the
market again 1ook place

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

A particular highlight of the year was
the start-up of the new sawmill
located at White River, Ontario This
operation, rated at 70 mulhion bhoarg
feet per year incurred substantial
start-up costs, out is gradually
increasing production as equipment
and process protblems are solved and
as crews are trained.

Price’s Skeena sawnmill in British
Columbia operated throughout the
vear and recorded the highest earnings
year in 1ts history and indications are
that this level will be maintained 1n
1978. The Peribonca sawmill in its
second year of ogeration contricuted
qguite satisfactorily to company
earnings.

For 1978, we anticipate a market
approaching on average that of 1877
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
n 1976

The current vear’s results include
terminal lasses of 3 million and
$300,000 respectively on the
divestment of National Distribution
Services. Inc. and the planned
divestmentn early 1978 of an
unprofitacle Canadian joint-venture
company. Another small unprofitable
Canadian divtsion, Maintenance
Systems was also disposed of during
the year. Onerating losses of National
Distribution Services amounted to

31 7 milhon i 1977, These disposilions
and numerous other positive

changes in controls, procedures and
technigues should result in cansiderable
morovement in 1978

The company will now be able 10
concentrate fully on its primary
business, the manufacture and
distribution of industrel paper products
for the fast food, industrial and retail
markets. While this business is not
buoyant and 1s Inghly competitive, our
objective is 10 turn the company into a
orofitable position dunng the last half
of 1878

Woodlands

Continued efforts 10 Increase
productivity with existing logging
metnods, more emphasis on equipment
maintenance, and a 17% increase in
the volume of fibre delivered to mills
have all helped 1o hold wood costs
within 4% of 1976.

Tests of new logging machines and
methods continued during the vear at
various locaticns with some
encouraging results.

The silvicultural program on company
freehold lands at Thunder Bay s
continuing with encouraging results.
The 1976 plantation has maintained a
90% survival rate 1o the end of 1877
and has achieved a maximum height
of 367 1n the two growing seasons.
This is somewhat greater than
anticicated. Three hundred thousand
container seedlings were raised in lhe
greenhouses for 71978 sgrning glanting.
In Newfoundland intensificalion of
co-operative silviculture programs
continued. A total of 1,888 acres were
thinned to oplimum spacing.



Mineral Interests Mattabi is 40% owned by Al and
60% by Mattagami Lake Mines

Operations at the Mattabi base mctal Mattabl's carmings for the yvear 1977
mine near lgnace. Ontano continued at weern less than in 1576 due to lower
capacity through 1977, The mill metal pnces and higher operating
treated 1.033.133 tons of ore grading costs. Abitibi's 40% miterest in these
8.4% zinc, 1.01% copper, 0.84% lead earnings was $3.4 million compared
and 3.54 oz. silver per ton. Grades with 34 2 mulhon in 1976, Dividends
veere shghtly botter than in 1976 and received by Abiticr i 1877 amounted
recoveries also were improved 10 $6.0 mithan,

Custemers” Insttucuion ano fact nooxs, paper wragoers. jine paper promoticns
and labcels are Apitict messages—=Communicated on Paner




Ore ceserves at yeal end were

o, 00000 tons, gradimg / 18% zine,

0 H8% coaper, 0 74% lead and 2 /7 oz
3 lver per tor e properly &so
contams 1 olhon tons of sub-grade
ure whicn may be mined when metal
RICes © 50

i xploration @5 also heing conducted on
wholly-owned oropertics of Abitibiin
Northern Omano Targers located oy
arporme surveys n 19706 were
followed up i 1877 with ground
geophysics and geological mapoing
several ateresting targets will be
drilled in 1978

The mine at Buchans, Newfoundiana
operated gt near capacily levels 4sn
onor vears Production was 28,916
tons of zine concentrates, 17,466 tons
of wead concentrates and 4,045 1ons of
Copper concentrates.

Reserves 111 the mines gresantly being
workeo al Buchans may be exhausted
Py 1980 Accordimgly the pace of
cxplorauon was increased i 1977
with the opbject of finding new ore
podies In the area 1o extend tie life of
s operation. Exploration activities in
1978 will continue (o be devoted
~aEin 10 the Buchans area in
Newioundland. Some addrional work
welll be carned oul 1n otirer areas
nzoadeg New Bronsyack and Quenec

Environmental Control

Envaornmental activity oy Abitibi-Price
i 1977 consisted of completing three
mdjor ano several Mminor projects winch
were started in 1976 and of pianining
long-1ange crograms that will entall a
total expenditure o environmentally
reiateo items of 344 million in Ontano
by 1882 and a sirmifar amount in the
other Provinces and States i owhich
Abitbi-Price mlls are located

Phe refuse-burning boilers at Ssmooth
Rock Falls and Chandler are 1in
operation and are ourning a1l of the
qucrefuse. Construction ol @ system s
wnderway at Smoeth Rock Falls to
retrieve the refuse from neighbournng
savwmills The refiner groundwood
plant at Grand Falls was completed in
18// and the oxygen demand of the
" discharge has been considerably
reduced because of the lower
requirement for chemical sulphite pulp

Ap.uin weas challenges in court in July
1977 lor alleged breaches of the
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Ervironments. Protectior Aot and the
Omaro Wate: Resources Acl at
lroguos Falis The case was aecided in
ous favoor b ar aopeal cas beer
maoe oy toe Ministry 1tis scheaulea
10 be re-eara n Myree 1978

Prograns nave ngen assemiplen n
separale consulialion with regulatony
agencies in Newefouno and, Ouebec.
O-tano. Yo gar and Manitoba, The
aGenL.es operate Lnder different
guidehines and all are subject 10
oress.1e fromr 1oe pudlic, 1he
aopronnate Feoers, agenc.es and In
e case of Michigan and Ontarno,
frar the I tematcral Jomnt
Loromssion for Inland Waters

The company has the vov.oin
problem of establsming pronties for
svallapie finaroa resoices 10e brgt
prionty miust oe the need 10 make
plant mprovemecnts at vl ingercase
oroductivil, . greserve Jobs and provide
a sohd oase 1o “Ltiire operalions

Yoth o heavy demana for such projects
s difhicult 1o scceot orders from
governmen: agenc es wwhicn force
oreceqence lor unproguctive caoita:
projects that provide marginal
improverents 1o the gvironment The
company vwishes 1o co-operate veith
these agencies 1o achieve then
objectives Qur oroolem 15 usually &
guestion of tirrving and financal
resources.

Research

Producuon of mechanical pulp ar
‘oroundwooa’ by refiners rather tman
grinders 15 growing rapidly and has
other benehits besiges environmenal
contro! Durning the past vear lhe Grand
Falis division convertea aimost

entrely 1o the production of refiner
mechanical pulp The performance of
1ts nevwsprint was carefully monitorec
N pressroom thals as ine poreentage of
this neww pulo mcreased Good
periormance N ruaabihty and
printabihity was gemonstrated

A similar process, but incluaing steps
of thermal and chemical treatment.
recelved extensive pilot plant study a3
well as commercial trials Pulp
produced in thus manrer s of excellent
guahty, approacing that of chemical
pulp i strength At tie same time 1t
retains the desirable vield. opacity and
printabiht: craractenstcs of stone
groundwood

Fap.o ermergerce of the new Dl tho
process for onnling Newspapears
required careful study of paper
properties seeded lor best resulls Tros
was one {acet of an enlurged program
on printability and service 10 customers
on orintimg problems. A simiar
customer-oriented approach 1s
charactenstc of work on coated
apers, wabpabe: ang saecialty grades

Several neww mstiumentsiion
technignes for the papermaking
operation continted n direct studies at
the operatng divisions [ hese are
arned at solving operating problems
and gammg new INsights into
papermak ng ‘o rmprovemeant of
qualty 4no economics

Surface stability and weatherability 1s a
prime requisite for Aoimbi's externior
siding A specially developed resimized
treatment which penetrates individual
flares gno comolements Antibr's
palantad over'dv process eached fuli
commercial producion i 1877 1o
provide the user wath o duradle and
leng-lasting prooact




Personnel

We have placed increased emphasis on
effective communications throughout
the company. Our goal I1s 10 equip
every supervisor and manager with the
skills that will enable them to
communicate effectively. under all
circumstances. We are particularly
determined to provide the means {or
dialogue between the supervisor and
the supervised at every level of the
organization,

Safety received continuing attention
throughout the year vwwith varying
degrees of success The newsprint
mills improved their record along with
some subsidiary companies. Howaver,
other operations failed to achieve their
safety objectives. Our goal is to make
Abitibi the safest company in the
industry,

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

agreements werc negotiated with the
Newloundland and Manitoba wood-
workers A contract was signed at the
Alma, Quebec mill after an BO-day
strike and at the Kenogami mill veith no
INterruption 1N operatons.

Contracts were negohated at our
U S A operations in Alpena,
Mictngan: Augusta, Georgia and
Rancho Cucamonga, California.

The major mill union agreements in
Ontario. Quebec, Newfoundland and
Manitoba expire in the second guarter
of 1978, and the Woodlands'
agreements in Ontario and Quebec
expire 1n the third cuarter of 1978 ve
believe that all parues concerncd
realize that secunty of jobs and
income are dependent upon our ability
to produce competitively with ather
countrics, particularly the U S With
this realization 1t 1s anucipated that
reasonable settlements will be made

Financial: Abiubis message to the financial world via annual repaorts, financial statements.
cdividend cheques, financial news and magazines is Communicated on Paper
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Abitibi and Price Products, Sales Offices and Plants

Products Sales and Service Manufactured at
Newsprint and Uncoatea Abitibi-Price Sales Ltd. Lime Falls, Man., Thanaer By
Groundweood Papers Toronte, Ont: Monlreal, O {2 mills), Sault Ste. Mane

and lroouois Falls, Ont.;
aupré, Alma, Joagquidre Wna
Chandler, Que.;

Grard Falls, Nild.;

AUQISTA, Ga., DeRidder, Lo

Abitibi-Price Sales Corporation
' Ve MY O Des Paroa | A O T TS
e

Abitibi-Price Sales Company Limited
Cordon, sraglara

Kraft Puln Abitibi Paper Company Ltd. Smooll Rock Falls, Qe
Torgeig, Ot

Paperboard Price Kraft and Paperboard Corporation Horou ere, O
Kraft Paper Viorveasl Ooc Do 2 s G
Cotrugating Medium Abitibi Corrugating Medium Sturgeon Falls, Ol

Rexaale, Ol

Hardbeard Abitibi Corporation Building Products Division Alpzna, rhch | Blouristowre Fla
Wopdgrain Hardboard Allanta, Ga.. Ariington, Tex.: Troy, Mich.. Chicago, 11 Rancho Cucamonga,
Hardboard Siding Barmington, I, Devon, Pa.; Huasen. Ohio Cants Migalebury, Ina
Prelinished Plywoppd Panels Mamphis, Tenr  Shawres Mission, Kans | Boaring River, N.C
Prefinished Mouldings Middlebury, Ind. Avon, Conn., Boundiorook, ™~
Insulating Sheathing
Hardbeard Siding Abitibi Building Products Division Sturgeorn falls, Ure

Rexadale, Orr
Lumber Abitibi-Price Lumber Lid. Terrace, B.C, Tranazr Bay,
Ties Taronto and Taurder Bay, Ont: Vancouver, B O Smaooth Rock |alls ana
Pales White Boves Ont, Falardeau,
Treating Services L'Ascension and Price, Que
Corrugated Contamers Abitibi Containers Rexdale and Pembroke, Oy

Bexaaic and Pemoroke, On Wonbea (2

Fine and Printing Papers Abitibi Provincial Paper Thorold, Thundar Bay and
Torenta, Qe Menties!, Oor. Georgetown, Ort.
School. Home and Hilroy Ltd. loromte, Qo Vancanaorn, B O
Office Supplies Tororto, Ort: Meontreal, Que., Vancouver, B G
Canadian Stationery Ltd. Loaette, NDue

morirzal, Oue

Envelopes Canada Envelope Company Stellartor, v S . Mantizo, Que
Stellarton and Hahfax, NS 0 Rontreal, Uee | Taronio, Ollaweu a0 Torento. Ont o Winripeg. Man
Loadon, Ont, Winmmoeqg. tdan . Calgary ard Ddmortor, Ao, Yancouvern, B C Cagary, Ajta., Vancouver, B.C

Paper Merchants Inter City Papers Ltd.
'nter City Papers
Otiawves, Mississauga and Loraon, Url
lLauzier, Little Inc.
Montreal and Quence City, Que o valifax, M H
Hillier Paper Limited
Nonpea, Man,
Converted Paper Products— Price Wilson Limited Cacnute, Qe
bags, towels folding —major cenlres acioss Canada
cartons and wrapping paper

Resale Products, Price Wilson Limited
warehousing and —major cEnlres across Car doa
distribution services
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Employees: From posters to productian
graphs one thing is vital to Abitibi

em ployees—Commumcatron on Paper
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wiformation of many <ieds Gl contmisicaten
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Education: Colourful booklets, charts, text
books and magazine articles are all used by
Abitibi to— Commumcate on Paper

Studects at all ley :
pulp dand paper mdu troroLan
Abitibi Detaled information on

papes moustey 5 founo mococonomris geo
textboos i Constant At nath the ole
and se choaol :

wad and e

avatlable
Cadaition
rities often

: Al pur 1
i slea aroaps and mdsyoualy

sTone it oirad: b

A0ped i }.)Z-\!.)'“.I Cauy

Magasines

ara pooular

Customers: Instruction and fact books,
paper wrappers, fine paper promotions
and labels are the Abitibi messages—
Communicated on Paper
hile the flat enos of rolls (‘f £
identity 1he s0urg »\bl‘[lb\
labellnng comm
that rol” 1o the ip[)r‘
FPop.ar size Ddl kc oh
are clearly inenutied ¢

aprint boldly
additions

ecision-out bund oaper
Abtib before packing in
corugatea containe fsooent en as products
of our | ne paper carm Anitib Proviecial
Paoer Ina oapermerchant’s d splay room,
Abitib P"Uv ~cial’s direct matl and sarmiple DOOKS
COM MU (o the customer specilic uses ana
advantages of Abitibi’s line paper grades O
bullding proaucts divisior aevelops disp &
customers and odustry snows that offer
Bterature Commmume :m~ g ihe guahiy, apphicanon
ana attr ess of Abitibi's interior a~d exteriol
oanel products

Keli

Financial: Abitibi's message to the financial
world via annual reports, financial

statements, dividend cheques, financial news

and magazines is Communicated on Paper
[rothe financal commun ty our own arnoal
statement, auarterly reports, meeling notces,
newyspaner stores, magazinge articles and
advertusements are carafully read a'm evaluated
by linarcial and busicess ana vats who digest
du(i act or lre current and Tuture busicess

pos lior comrmuounicated o paper by Abinbr o
the homes of A\)mb: s many shareholders come
the Abitini- centified envelopes contanning
annual ard quartery reporls, circuars and
dividend cheques, communicating and
demonstrating the soundness dAr investirent
i AbI
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