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Abilibi Paper Company Lta.
Head Qffice Torontc-Dominion Centre.,
Toronto. Canada MbHK 1B3

The Annual Meeting

To be held in Commerce Hall. Concourse
Level. Commerce Court West, Toronto
Canada on Monday. Apnl 23. 1979

at 10:30 a.m. Toronto time

We encourage you to altend |If you are not
able 0. we ask you to sign your proxy and
return it to the Registrar

On peul obienir ce rapport annuel enfrancais
sur demande
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/IB"IB' Annual Report for the year ended December 31, 1978
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Markeling/Sales Oflices n

Abitibi is . ..

A nalural respource based company. Abitibi s a major employer
numnberng more than 18,000 people in Canada and nearly 2.0001n

the United States

A Canadian-owned company, Abitb s the world's largesl
manufacturer of newsprint Intotal (he company manufaclures over
ihree mitlion tons of paper pulp and wood products annually. 1the
outplit from 40 mills ang glants in Canada and (he Uniled States as

pinpointed on our map

Distribution of Common Shares

December 31 1878

Shareholders Shares
No. % No. %
Alberia 543 304 268.036 144
Briish Columbia 1.209 676 545 093 294
Manioba 451 258 1277770 684
New Brunswick 345 183 84,736 045
Newloundiand 41 023 15112 008
Nova Scoha 522 292 202 839 109
Ontano 9 534 53 37 11,484 473 6152
Prince Edward Island 44 025 7.543 004
Ouebec 3601 2047 3.577.024 19 16
Saskalchewan 204 114 51.665 028
Qther Canadian 5 003 270 -
Tolai Canadian 16.562 92 67 17518571 9384
S A 1.115 624 985,487 5.28
Foreign 195 1.09 164.186 0.88
Total 17,879 1CC 00D 18 668,244 100 00
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/IBITIBI Report of the Directors
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Labrader Linerboard mil &t Slepnenylie
Newlounaland. We olar to convert this mill io
A newsprnl operation by late 1980, with 1fs
wood partly supplied from the Umber imits that
also serve our Grand Falls mill. The plani is
ocated on tdewater and our Sales company

5 confident tnat we can sell i1s oulput N he
vears ahead

During the yvear, we successfully completeo
contracts with most of the unions at our
vrmary operalions and without ncurmng any
work stoppages. This we feel, rellects positive
1eqgotialions and 1s a credit to our industry and
1o our Jnions. We nave all worked very hard
since the prolonged sirike in 1976 1o improve
our communicabions and the work environment
al all locavons This is a continuing program

Following our last annual shareholders
meeting. C. H. Rosier. your Prasident and Chige’
Operating Ofhcer, suffered a reart altack anc
nas snce ween advised 1o reduce his work
load He s now back al work and has beean
anpointed Yice-Chairman of the Board Ag ot
Septemper 1. R C. Gimlin, Creel Executive
Officer of Abitio-Price Saies Corporation n
New York was appointed Prezsident and Crief
Operating Ofticer

Early in 1978 1t pecame apparent that wilth our
operanons running at capacity and benefiting
from a favouraole exchange rate, we were
Qoing 1o have the opportunily 1o begin
generaling tne funds needed p iMprove e
oroductiaty of our plants. resolve our
environmental problems and provide new
capacily and new jobs for Canadians in the
puip and paper industry. This added a new
dimension o the regular updating of the
Company s five-year stralegic plan that was
unaer way Out of this work, capital programs
have been developed tha! coulo nvolve new
investmeant by tne Abitb-Pr ce group of ¢ ose
10 $700 million over the next hve vears. This
five-year capilal spending program envisions
nvestment of $340 million for madernizalon
and improved efficiency in our mills. $23
1ullion for increased cagacity in a numper of
oroduct ines including an addiional 250,000
1ans per year of newspnnt and $130 milor to
~eel enviranmental reguirements

To encourage capital mvesiment, 1he federal
government recently improved the investment
tax credit program for gquahbed nvestiments in
Canada Most of our Canadian nanutactunng
facilities are localed in those areas cf 1he
country where a 10% investmer! tax credil s
avallabie. Capital programs (o be carned ou!
a! our mills in the Gaspée and Newfoundlana
nave an even more allractive investment 1ax
credi rale of 20%  These more favourable tax
ncentves, i comoinaton vath the heavy
capital expenditures we plan for 1979, are
major faclors contnbuting to a signiicant
reduction in the effective tax rale thal we
anucipale 0 1979

More recently, Onlano ard Quebec have
announced mMaor programs o assist our
mdustty 10 modernize ano overcome costly
anvironmental problems  The federal
governmenl has also announced 11s intentcn

‘o complement these Provincial programs. This
is an encouraging thrus:. We welcome the
mbiatives taken by these governments 10 assigl
industry efforts in overcoming gome of the cost
disadvantages that we ‘ace m competing in
the international marketplace

While we anlicipate some slowdown in the
North Amerncan econcmy in 1979, we are
nevertheless optimistic about the outiook lor
Apitibiin the coming year The Company s
newsprint and vncoated groundwood paoer
mills are expected 1o operale at capacily
throughout the year. The forecasts for our fine
paper and bulding malerais groups show ar
improverment in their confributions 1o net
earnings. The oullook for our lumoer
operalions is somewhat less certain although
so far this year therr performance has
exceeded our expectations. As mentioned
earlier. we are anticipaling the benefit of a
iower effective tax rate and a net improvement
in our share of the earnings of Price. Partly
offsetting these pasitive factors, vee look for
some progressive strengthening in the value of
tne Canadian dollar On balance. 1979 should
show an imorovement N poth sales ana
earnings over 1978

Dunng the last nalf of the year we 'osl lwo
smigortant directors of your Company Charles
Lake Gundy-the ionges! serving member of
vour Board—died in September. He had neen
a loyal and dedicated director since 1952
Narman J MacMillan died in October and he
alzo. had been an extremely helpiul director
since 1974 We shall miss their wise counsel
out. even more. their warm and very personal
iriendship

We are happy 1o weicome C Edward Medlang,
President and Crusl Execulive Officer of YWood
Gundy Limited, who joined your Board in eariy
1978 and Howard W Blauvell Chairman and
Cruet Executve Officer of Continental Oil
Cormpany. Stamiord Connecticat who joimed
vour Board in Decemoer 1978,

I would like to pay spac-al tnbute 1o all our
oyal, lzihiul and hard-working members of the
farmily who jointly caninibiies o a greal year
for Abihb and Price.

On behall of the Board

Chairinan and Chiet Execative Officer
Toronto February 19, 1979

(o8]



Financial
Review
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n McGibbon

The report of the Directors sets cut the total dollar
amount by which earnings were improved as the
result of the weakness of the Canacdian dollar At
current sales levels, il is estmaled that each one
cent change in the U.S. exchange rate weuld
affect net earnings by approximately 20¢ per
common share.

Working capital at December 31, 1978 amounted
to $300.7 million and current assets were 2.6
iimes current liabilities. Net cash resources at the
end ¢f the year amounted to $52.3 million, an
increase of $30 5 million over the previous year.

Capital exgenditures in 1978 amounted to $59.2
miltion and planned expenditures for 1979 are
$130 million.

On Cctober 13, 1978, Abilth purchased
1,010,986 common shares of The Price Company
Limited from Consolidated-Bathurst Inc. for
$23.00 per share and on Oclober 25 a similar
offer was made t¢ the remaining common
shareholders of Price. At the year-end Abilibi
cwned 98.6% of the common shares of Price and
has since commenced proceedings under
Section 18 of The Quebec Companies Acl (0
acquire the remaining commaon shares. This
addilional investment in Price was largely
financed by the issue in mid-November, througn &
wholly-owned subsidiary of Abilibi, of $75 million
ol floaling-rate lerm preferred shares (0
institutional investors.

As a result of acquiring most of the remaining
oulstanding commen shares of Price during 19786,
the majer part of the minority sharehclders’
inlerest of $23,276.000 appearing on the balance
sheet now represents The New York Times' 49%
investment in Price’s subsidiary company.
Gaspesia Pulp and Paper Company Lid.

On December 21, 1978, Abitibi purchased all of
the oulstandng shares of Labrador Linerboard
Limited from the Province of Newfoundland for
343.5 milhon and commenced proceedings to
wind up the comgany into Abitibi. The principal
asset of the company was the idle linerboard rmill
located at Stephenville, Newfoundland and, as
part of the agreement, Abitibi undertcgk 10
convert the mill to a 150,000 ton per year
newsprint facility. The conversion project is
eslimated lo cost $60 million over a lwo-year
period, with nitial production ol newsprint
scheduled lor lale 1980. The Department of
Naticnal Revenue has confirmed the availlabiiity to
Abitibi of approximately $205 mullion of unused
capnal cosl allowances relating te the original
linerboard mill. The resulting tax reductions of
approximately $80 million, in combination with a
$15 million DREE granl lowards lhe conversion
preject. will offsel the cast involved In

eslablishing a compelitive newsprint mill at
Stephenvilie and will benefit earnings
commencing wilh (he successful start-up of the
new facility.

As announced midway through the year, effective
July 1. 1978, Abilibi purchased Price’s wholly-
owned subsidiary, Price Wilson Limiled, which 1s
engaged in the distribution of converted pager
products and which had been incurring
continuing losses N recent years. Price Wilson
was subsequently merged with Inter City Papers
Ltd.. a whelly-owned subsidiary of Abitibi. which
carries on a fine paper distribulion business with
a proven record of profitability. In management’s
opinion this was the only way 10 reverse Price
Wilson's loss lrend and lo provide an opportunily
for profitable growth as well as some synergistic
gains. Based on a valuation received from an
independent management consulting firm
relained by Price, the purchase price was set at
$7 .3 million and, aller allowing for the minority
shareholders’ portion ol Price's loss on the
transaction, an amount of $3 million was written
oft as an extraordinary item in Abitibi's
consolidaled accounls in order to reduce

Price Wilson's net asgsets to their agproximate
market value.

As a resull of lederal 1ax changes introduced in
1677 Abitibi was able 10 proceed wilh the
dissolution and amalgamalion of certain
subsidiary companies and use virtually all ol the
prior years' lax iosses of Ihe Abitibi/Price group in
1978. The resulting tax reductions of $2.695,000
net of minorily interest, have been included in
extragrdinary 1tems on the earnings slatement

The lederal government’s investmen! tax credit
program for qualiied capital investments in
Canada, previously referred 1o, in addition to
similar ¢redits in respect of U.S. operations and
the 3% federal inventory allowance have
increased 1978 earnings by approximately $4.3
million, as compared with $2.8 million in 1977,

Studies aimed al developing accounting
standards which will reflect realistically the effects
ol inflation continue to be carried oul by Lhe
accounting profession. As no generally accepted
method of accounting for the effects of inflaticn
has yet been developed, Abilibi conlinues 1o
report iIls financial results on the conventional
histcrical basis, which overstates profits during
periods of inflation. In particular. it should be
recognized by governments, employees and
shareholders alike that deprecialion based on ithe
historical cost ¢l assets is inadequate to provide
for their replacement.




Net Sales Net Sales by Product

milliens o I
{millions of dollars) (thousards of dollars)

1,600 1978 1977

Newsprint $ 615257 § 496,940
Uncoated groundwood papers 105,235 71,703
Fine papers, including merchan! and

converting operations 268,160 218,208
Building products and packaging 164,756 147,376
Paperboard, kraft paper and pulp 47,064 47,982
Lumber 95,227 60,850

$1.295,699 $1,043,059

1974 1975 1976  t977 1978

Earnings Per Common Share Net Sales and Earnings by Quarter

(dollars) {thousands of coliars)

Hi0 Net Sales Earnings

1978 1977 1978 1977

15t quarter § 292129 3§ 232681 $14,766° § 3,486
2nd quarter 327,647 255177 17,104* 6,844
3rd quarter 337,205 270,602 22.459° 11,242"
4th quarter 338,718 284,599 24.321° 16,336"

$1,295698 $1,043.059 $78,650°  §37,808°

“‘Gelere exiraord nary ilems

Net Sales by Market—1978
1974 1975 1976 1977 1978
Canada 37.7%

*pefore extraordinary items US.A 52.4%
Other 9.9%

Book Value Per Common Share
(dollars}

20.00

1974 1975 1976 1977 1978



Abinb Paper Company L'd and subsidiary companies

. . Year Ended
Consolidated Net Earnings December 31
{itousands of oolars excep! per srare calculatons) 1978 1977

AN
Sales, .ess aelivery expenses . $1.295.699 $1.043 059
Clher ircome {nole 3} . ) . o . . G645 5712
1302344 1048 771
Cos! ol saes o S ‘ . S 990 317 830 264
Selmg. general and research expenses . o 83,872 76.724
Depreciat.on and depleton T 48.307 43,963
Interest and expense onlong-termdeot . . . . . . 23073 22,742
Other intergsl . ‘ o : . . 645 1114
Income taxes . . S . ) 03 738 29363
92,792 44,6071
Minmg .ncome (nole 4y o . 2478 3283
Intesest n earmngs of non-miMing companies accournled
foronihe equity basis (note 5) . . . . . ‘ ‘ 2184 1647
86.954 49531
Winority shareholders” nierest . . o 18,204 11.623
Earnings before extraordinary 1tems . ‘ 78.650 37.908
Extracrdinary loms (nole 6) . ‘ 305 1,687
MNet earnings $ 78345 S 36.221
Per common share
Earrings before extraordinary itermns . . : : . t 3.98 3 183
Nel earn:nos S . . . . 396 1.74

. . . Year Ended
Consolidated Retained Earnings December 31
(thousands of dollars) 1978 1977
Retained earnings al oeqinnng of year . . - . . . : 3 237600 & 21219
Net earnings : o o : . . o _ 78,345 36.221

315,945 248 412

Cividends declared— preferrad shares : S B 4703 4,366
—common shares . . . 17.680 5.446

Retained earnirgs at end of yaar o . . o $ 293.562 T 237.600



Abimbl Paper Company Lid. and subsidiary companies

. . . . re Year Ended
Changes in Consolidated Financial Position December 31
{thousands of dollars) 1978 1977
Financial Resources Provided By:
Farnings before extraordinary items e % 78.650 § 37.908
Charges {credits} to earnings not alfecling \vorkmg capita
Depreciation and depletion ... ... . 48,307 43,963
Deferred incame taxes .. .. 3,385 6,083
Interes! in earnings cf companies accounted for on lhe equw!y bae;ls—
tMallab Mines Limited (3.280) (3.421)
Other {2.184) (16473
Minarity shareholder: mterest S 18,304 11,623
Other—net . . (58) (927)
Funds from operations . 143,124 93,562
Extraordinary nems—net . 655 376
Issue of preferred shares of g SUbsndlary company . 75.000 -
Convertible promissory noles 27.500 -
Deferreo incorne . 23.355 -
Dividends from Mattab Mmes L\mned ......... 4.800 6.000
Disposals ol ixed assets .. R 1.792 4,114
Decrease in receivables nol currently due A 1,121 1.793
Issue of common shares . . . o . . . e 2 4823
Other tems—net 1 562 {(837)
278911 109,831
Financial Resources Used For:
Acquisitton of shares of -

The Price Company Limited . o . 95.520 4,823
Labrador Linerpoard Limied, net of worklnc capnal acquwed 40,200 -
Additions lo fixed assels 59,163 43.580

Dividends
Shareholders of the Company o 22,383 10.812
mMinonty shareholders of subsidiary companies . e 4.945 1,640
Reduction ol leng-term debt nel of unrealized exchange \oss e e 11,976 11,526
Retiremenl of preferred shares . .. .. . . .. .. ... 2,097 2,183
Acquisitions (disposals) of investments . .. 1,090 {7)
238,074 74,557
Increase in Working Capital . . . . . . .0 L Lo 40,837 35274
Working Capital al Beginning of Year .. ... ... . . . . .. .. ... . 2539 836 224 562
Working Capntal at End of Year . e $300,673 $259,836



Aoittbr Paper Company LG and subsidiary companies

Consolidated Balance Sheet

December 31

{thousands of dollars) ASSETS 1978 1977
Current Assets:
Cash angd short-lerm investmenis $ 57733 $ 29.178
Accounts receivable 199726 166 322
inventornes (nole 7) 222.064 201.228
Prepaid expenses 5.586 4 867
485 109 401 595
Fixed Assels:
Properles, plant and eguipment . 883.056 808 1332
Logging equipment and developmeant . . . . . L 60,135 47.918
Woodlangs ana mining and waier power nghts = . . . ... 44 601 43.49¢
987 792 899 550
Less—accumulated depreciation and depietion 468.381 423.320
518411 476.230
Other Assets:
Eouity interesls
Matlabi Mines Limited {(note 4) 13.461 14.981
Olher cornpanies (nole 5) 7.845 5.708
Recevables ngt currently due 2417 3.538
Investments {(nole 8) . . . B 5933 5236
Cosl of shares of acguired companies in excess of values
attributed 1o underlying nel assels, less accumulated amortization 20.080 20,129
Unamortized discount and expanse on long-term debt 1.368 1524
Unrealized loss an translation af long-lerm debt cayable in
U S lunds {note 1{b)) .. L 16.839 6.210
67.943 57326
The linancial stalements have been
approved oy the Board
T.J Bell. Director
R C Gimlin Director
1072462 $935.151



December 31

LIABILITIES 1978 1977
Current Liabilities: _
Bank indedtedness o % 5,446 £ 741
Accounts payahle ang accrued habilities 131415 104.870
Income and other taxes payable . . 0L 18,602 15,930
Dividends payable o o 8082 3.276
Long-term debt due within one vear (note @) . . . . . . Lo 10,891 10,272
Promissory notes {note 2{b)) . 10,000 -
184 436 141.759
Convertible Promissory Notes (note 2(b)) 27.500 -
Delerred Income (note 2(b}) 23.355 -
Long-Term Debt (note 9} 241,165 242512
Deferred Income Taxes . 106 628 103,224
Minerity Shareholders™ Interest 23,276 110,417
SHAREHOLDERS EQUITY
Preferred Shares i1ssued by a Subsidiary Company (note 10) . 75 000 -
Preferred Shares (note 11)
Authorized:  1.000,000 shares par value $50 issuatle In senes
(1.000,000 shares issued; 145,710 shares redeemed)
Oulstanding 174,290 7'%% Cumulative Redeemadble Preferred Shares,
Series A (1977— 176.290 shares) . 8715 8815
680.000 10% Cumulative Redeemable Prelerred Shares
Series B (1877 720.000 shares) 34 000 36,000
Common Shares (note 12)
Authonzed 24,000 000 shares without nominal or par value
|ssued 18,668,244 shares (1977 18,547,076 shares) 54 826 54,824
Retained Earnings . . . . ... . . . 293.567 237 600
466.103 337.239
$1.072.463

$935,151



Abnibr Paper Company LId and subsidiary comoanies

Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies

(a) Principles of Consolidation

The consohidated financial statements include the accounls of Abith Paper Company Lid and all companies in which 1t holds more
than a 50% interest. Invesiments N companies in which A holds a major interest, but not more than 50%. are incluged In the
consohdated financial statements in accordance witn the equity method of accounting

The cost of shares of acquired companies i excess of values attributed 1o underlying net assels is recorded as an assel ¢n lhe
conscidatled balance sheet The excess for companies acquired prior 1© 1974 15 noi baing amorlized, while the excess in respect of
subsequent acquistions 1s amorhized on a straight-ine basis over an appropriale period not in excess of 40 years

{b) Translation of Foreign Currencies
Balances and fransactions in other currences have neen iranslated o Canadian dol'ars as foilows

Fixed assels, investments and deferred income taxes a1 historical rates of exchange,
Other asseis and labilities at rates i1 elfect at December 31,

ltems inciuded In net earnings al rales prevaling durng the year, excent depreciation and depletion which are on lhe same basis as
the related fixed assels

In September 1978 the Canadian Instilule of Charlered Accountanis published recommendations covenng the transiation of foreign
currency transactions and foreign currency tinancial statements which are effective for irancial years commencing on or afrer
December 1. 1978 and, accordingly Abiibiwill adopt the recommendations inits 1979 fiscal year. The only recommendation which will
have aneflecl ol any consequence on Abitibr earnings cencerns gans or losses ansing from the lranslatior of long-lerm debl payaile n
foreign currencies It has been Aoilbi's prachice to defer such gains or losses until realized, whereas in future they will be amortized 1o
earnings over the ifetime of the debt Had thenew C.1 C A recommendgations been adopled in 1978 Abitbi's net earnings would have
beenreduced by aporoximalely 32 .5 million tor that year and comparalive 1877 earnings would have been reduced by approximalely
%1 2 million.

(c) Inventories
Inventcnes of mished products, work in process and materials and vperatng supplies are valued at the lower of average cost and nel
realizabie value. Inventories of pulpwood and sawlogs are valued al average cosl

(d) Fixed Assets and Depreciation

Fixed assels are recorded suoslantally al cost and depreciation is provideo al rates considered adequate 1o amortize the cosl over
the preductive hives of the assets The principal asset category 18 grirmnary produclion equipment which s depreciated over 20
years on a straighl-line basis Tunber himils &e depleled on the unit-gl-sroduction vasis 1o the extent of amgunts allowable {or
INCOMe lax purposes.

{e) Discount and Expense on Long-Term Debt
Discoun! and expense on long-lerm debt 1s amortized over the terms of the related obligations

(1Y Research and Development
Research and development expenditures are wrillen off when incurred. except for expendilures on physical facilties which are
capralized and deprecialed on a straight-line oasis over therr estimaled useful hves

{g) Pension Costs

Current service pension costs are charged 1o earnings and funded as they accrue. Past service cosls are charged to earnings and
funded al rates which, based onindependent actuarial estimates. will fully provide for the obligations over perncds notionger than those
permitted by the vanous regulalory bodies

(h) Income Taxes

Earnings are charged withincome taxes relaling tc reported profits. Differences tetween such laxes and laxes currently payable. which
result from timing differences between the recogniion of income and expenses for accounting and for tax purposes. are refiecled as
Deferred Income Taxes in the hnancial statemenis.

When losses are incurred, no provision 1s made for the related tax benelil unless recovery is virtually certarn When tax benefils not
previously recognized are realized they are inciuded in earmings as an extraordinary lem.

Invesiment tax credils are accounted for using the “flow-through' method which recognizes the tax benetit in the year the eligible
capital expenditures are made



(i) Earnings Per Common Share
Earnings per common share calculations dre based on the average number of shares outstanding durning the yvear and are compuled
aller allowing for dividends on preferred shares

2. Acquisitions

(@) The Price Company Limited

O~ Octoper 13, 1978 Abitoi ourchased * 010,996 common snares of Price from Consoilnales-Bathurst Ing. for $23 per share and a
furthier 3 114,580 shares were acquired from Price s remaining common shareholders following a cash offer made on Qclober 25 at the
same price. Al December 31, 1978 Abiibl owned 9 897 727 or 98 6%. of the 10 037,761 oulslanding common shares of Price

(b) Labrador Linerboara Limited

On Decemnber 21 1878 Abilibi purchased all of the culstanding shares ol Labrador Linerboard from the Province of Newfoundland for
$43 5 million and commenced proceedings to wind up the Company into Abilbl The acauisition was accounted tor using the purchase
melhoo and the purchase price has been allocated as foliows:

Working captal R . T S . o . $ 2600000
Fixed aszets. consisting primarily of the .dle
Inerboard mill at Stephenlie. N .. . . . .. o oo 40.900.000

Total L . . o . o $43.500.000C

Consioeration tor (he purchase consisted of $6 million cash and 337 5 million of non-interes! beanng promissory notes maturing on
December 31, 1978, Al Aoiibi's oplion. $27.5 million of the motes may be settled al malunty through the issuance of non-dradend
beanng preferred chares. one-quarter of which woulgd te redeemed at par on Decermber 3110 each of the vears 1981 10 1984

As a condiion 1o the agreement. Abibi will convert the existing linerboard mill 1o a 150,000 1on per vear newsprnnt mill, with production
ta cormmenca prior 1o Oclober 1881, 1t is estimaled hat the conversion will cost $60 milion N conneclion with wnich a federal
Depanment of Regional Economic Expansion grant of $15 millign has been approved

The Depariment of Nalional Revenue has confirmed the avalaolity lo Abition of agproximalely $205 millien of unused capital cost
aliowances which apply 1o the oniginal inerpoard mill. Ag the relaled lax reductions are realized. it 1s Abiibr's inlention 1o treat them as
Deferred Income wiich will be utilized 1o ofiset preproduction and start-up costs. wilh the halance to he transterred to earnings over the
proguctive ife ¢f the new newspnnt mill Al Decemper 31 1978 such deferred inceme amounted 1o $23.355.000

3. Other Income 1978 1977
Interest and misgeilangous income | : e % 6.844.000 $ 4.401,00C
Gain {loss) on current malurities of long-term debt | {258.000) 241.000
Nel gain on disposals of lixed assels and investmenits 59 000 1.070 000
$ 6.645.000 $ 5.712.000

4. Mining Income 1978 1977
Equity in earnings of Mattag Mines Limiteg ... .. $ 3280,0C0 F 3421000
Mining loss of The Price Company Limited ... .. (802,000} (138,000}
$ 2478 000  3.283.000

Equily in Matla Mines Limited

Equity al beginning of year $14.981 000 $17.560.000
Equity in earnings 3,280 000 3,421.000
18,261 000 20.981.000
Dividends recewved . 4.800.000 6.0C0,000
Ecuity at end of year $13.461.000 $14.981.000

11



5. Equity Interest—Other Companies 1978 1977

Equity at beginning of vear . . . . ... . L. e . $ 5.708.,000 $ 4.326.000
Equityinearnings ..., .. . R . e 2.184.000 1,647,000
Agditional investment S . o S o - 50.000
7.892.000 6,023.000
Dividend received e o L . 17,000 15,000
7.875.000 6.008,C00
Less en disposal of investrment .. . . . . L. . o o 30,000 300.000
Equity &t encd of year .. . . . . .. O $  7.845000 $ 5.708.000
6. Extraordinary Hems 1978 1977
Writedown ol Price Wilson Limited net assets to approximate
market valye® o $ 3,000.000 3 -
Loss on disposals of mveslmen S and assets n subswdlary compames
in 1977, net of minority interest ot $1.472.000 ... ... ... ... . U o - 2,337.000
Less:

income tax reductions realized on utiization of losses incurred in
prior years ty subsidiary companies. net al minority
interes! (1978-%1.272,000; 1977 -5347.000) . o o 2,695,000 650.000

3 305,000 $ 1,687,000

‘Eflective July 1, 1978, Abitini purchased The Price Company Limited's whally-owned subsidiary, Price Wilson Limited, and subsequentiy merged it wilh
Inter City Papers Ltd , a wholly-owned subsichary ol Al Based on avaluation received from anindependent managemenlt consulting firm relained by
Price. the purchase pnce was established at $7 3 million. Price incurred aloss of $5,172.000 on the transaction. of wiich $2.172.000 was allocated io1he
mingnty interest and the halance of $3,000.000 was written off in Abitibi’s consolidated accounts in order to reduce Price Wilson's nel assels 10 lheir
approximate marke! value

7. Inventories 1978 1977

Finished preducts and work in grocess . ... ... e $ ©66.221.000 $ 62.598,000
Pulpwood, sawlogs and expendilures on current Ioogmo opera 0NS . . 102,630,000 82,165,000
Maternials and operating supples ... . o 53.213.000 49,465,000

$222.064,0C0 $201,228.000

8. Investments, at cost 1978 1977

Bonds, debentures and notes ... ... . . L L L L L L . $ 1,058,000 $  1.052,000
Townsile mortgages and advances .. .... ..... e e o 1,860 0600 1,802,000
Other . ............... .. o o e e 3,015,000 2,275,000

$ 5.933.000 $ 5236000
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9. Long-Term Debt 1978 1977
Abitpl Paper Company Lla
Sinking Funo Debentures—

5% Series A malturning 1985 . . : o . % 11977 000 $ 11.852.000
7a% Series B matunng 1987 _ . . 9,492 000 10,494,000
9%,% Series D maluring 1990 . : 11,940,000 12,749,000
101, % Series E maturing 1995 . . . . A 42,500 000 42 500.000
% Series F maturing 1995 . - 14 210.000 14 500 000
1 1%% Series G maturing 1995 . . . . . . 71.148.000 65,640 000
Attt Corporation and suhsichary compares
Revolving Bank Creait. maximum interes! %% above iender s prime rate 2.486.000 8 752 000
nstalment Note bearing interest at %s% above lender’s peme rale maturing 1981 2. 668 000 3.282.000
3'%% Instalment Notes maturing 1984 o 115,000 7.330.000
5%% Instalment Note matunng 1986 . . . 9,486 000 G 846,000
735% Instalment Motes maturing 1988 o _ 14 230,000 14,222,000
5%% Instaiment Nate maturing 1991 . : : . . . 3,297.000 3,209,000
Miscellaneous notes . _ _ : . . 3.723.000 4,212,000
The Price Company Limited and suosidiary companies
Sinking Fund Deberntures -
5%% Series A maturing 1982 . . . 7 500,000 8.700.000
6¥a% Seres B maturing 1987 18300 000 19.600.000
5'2% Sinking Fund Notes matunng 1985 . 9.237.000 9.736.000
6% Subordinated Sinking Fund Notes maturing 1986 . . 4,364 000 4,851.000
Other indebleaness o . : 1,383 000 1.509,000
252.056.000 252 784.000
Less Amount due withun ore year . . . 10 891.000 10.272.000

$241.165.000 $242.512,000

Sinking fund and instalment payment obligaticns tor 1879 amount 10 $12 391 000 of wincn $1,500,000 has been discharged by prior
purchase and retirement. Principal repayment obligalions for the years 1980 fo 1983 are estimated to be $13,500,000 $18.000.000.
$19.800,000 and $16,500.000, respectively. Long-tern dent payable in U S, dollars included above aggregated $123.740,000 U 5. at
December 31. 1978 (1977-3130.469 000 U 5

Abtibl Paper Company Limited has effectively guaranteed payment of certain outstanding long-term debt of Abiti: Corporation and
subsidiary companies amounting 1o $28.250.000 U S at December 31. 1278,

10. Preferred Shares Issued by a Subsidiary Company

Or MNovemper 16, 1978 a wholly-owned subsidiary company of Apinonissued 1.4500.000 Preterrea Shares Series A at a price of $50 per
share, for a lotal consideration of $75.000.000 Terms attaching to ihe preferrea shares provide for a dividend rate fioating at one-half
the average prime rate of the five larges! Canadian chartered banks plus 1%, payable gquarterly. The shares are retiaclable atthe option
of the holders at $50 al the end of 10 years and they are redeemable by the company at $50 plus accrued and unpaid dividends aiter
Jarnuary 11981, In the event af the non-fulliiment of certain conditions atlaching o the shares. the holders have the nghl to receive from
Abiibi, al its option. cash or equiva'enr! preferred shares of Abitipi.

11. Preferred Shares

The Seres A shares are redeemable al the oplion of Abitibr al $52 per share up to May 31 1983 and a: $51 per share thereafter. Dunng
1978, 2.000 Preferred Shares, Series A with a par value of $100.000 (1977 —4.020 shares with a par vaiue of $201.000) were purchased
and cancelled pursuant o the conditions attaching to this series

The Sertes B shares are redeemable at par through the operation of a cumuiatve sinking fund at the rate of 40 000 shares annually. The
Sernies B shares are otherwise redeemable at $52 50 per share up 1o June 15, 1981 and at declining prices thereafter During 1978.
40,000 Preferren Shares, Senes B with a par value ol 32 000 000 were redeemed pursuant to the conditions attaching to this senes
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12. Common Shares

Otine authensed and unissued common shares, 658.844 shares sre raserved unoer the Xey Emoloyees Siock Opiion Plan and options
are outstanding or 413,734 shares at grnices equal to marke! value at oate ol grant ranoing fram $7 312510312 625 per share. of which
oplions in respect of 306 178 shares are neld by senior olficers ol Abitir OQplions are far ter s of ug to ten yedrs and are exercisable
mostly i astaiments uoon fuihilimenrt of service conditions

The Plan was amended 10 1973 10 provide for the use of a markel grovsth formula al Gale of exercise lor all subseguent options and 1o
permd this as ar altermanve for oplions then outstanding In accordarnce with this fonmula, the marke! growtn ameunt s determined ay
mutiplying the number of shagres with reseect to which (he opuon 15 exercisad by he excess of market value per share al oate of
exercise over markel value al date of grant. Shares to this value are 1ssued in consigeration of the relinguishment oy the oplionee of nis
oplion noht to the remaning shares n the calcuianon of the markel growth amount aro 1he payment of one cent per share 1ssued.

Trnere were 121 168 shares 'gsiied 101 1978 (1877267 shares) uider the terms of 1ne Plan

13. Capital Projects

Anestimated 385 milhion will be required to comolele aporoved caolla projgcis. excluding the commiment 10 convert 1ne Siephenvile
Nild. hnerboard mill 1o a newspnnt mill as referred 1o 1 Note 2{D)

14. Lease Obligations

ADibr and 11s subsidianes are commelted under leases, gnncpal'y for oflice and warehouse premises and woods egu pmenl. for
varyinglerms expinng uo to 1889 The agaregale rental cayments required for the 12 months ending Decermiaer 31. 1972 under leases
having an unexored term of more than one vear al Decerroer 311978 are §4.500 000 of which $2.500.000 15 atinbutable 10 'eases
faving an unexpired lerm of more than live years

15. Unfunded Pension Benefits

The most recent indegendent acluanal estimates, whoh incluoe the effect of improvemens made 'o pension plans dunng 1978,
ndicate that the single-sum hability for unfunded oast service pension benelits no! nrovided forinthe accounts al December 31, 187815
acoroximately $50 million,

16. Anti-Inflation Program

Abinibr and ity Canadian subsidianes were sugject 'o controls on orces oolits. compensation and div.denos unoer the lederal
government s anti-inflalion pregram and have complied wilh [hat program

17. Other Statutory Information

{a) Remuneralionin 1978 of Ao s 16 directiors and 37 officers, nciuding oast offi.cers determined in accorgance wih the Canada
Corporations Act. amounted to $70.000 and $2 782,000 resoeciively Fve alficers of Abitdor served also as directors
(o) Loans outstanding with officers relanng to the purchase of resioences amounted 1o $458.000 at Cecember 3. 1978

18. Reclassification

For purposes of uniformity. certain warehousing costs previously Included in serirg exoenses are now realed as delivery expenses ang
comoaralive 1977 figures have been reclassified accoromgly

Auditors’ Report
To the Shareholders of ABIT!BI PAPER COMPANY LTD.:

Wie have examined the consolidated talance sheet of Abiio Paper Company LiG. as at December 31, 1978 and the conselidaled
staterments of nel earnings. retained earnings and changes in financiai vositon for the year then endea. Our examination was made in
accordance wilh generally accepted sud:ling 2landards. and accordingly included suchitests and other procegures gs we considered
necessary inthe crrecumslances We have relied on the reporis of other indegendent accounlants who have exammed 1he inancial
slaternents of two partly-owned companies accounted for by the equity method.

Imour opinion. ihese conseldated Tinancial stalements oresent fairly the inancial posiion of the company as at Decemoer 31, 1878 and
Ihe resulls of its operations and the changes i 11s financial gosihion for the year tnen ended in accordance with genarally accepted
accounling enncipies applied on a basis congistent wih that of the preced ng year.

PRICE WATERHOUSE & CO.
Toronta. February 14 1979 Charlered Accountanis
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Five Year Review

i"Fousands of aoliars except oer snare ca-culalors)

1978 1977 1976 1975 1974
Saies and Earnings:
Saes eIndevary eXoeILes $*.295 A9 $.043 0509 $880.345 $764 284 $551.893
Dewrecaion ana asolat ar 48 307 473,963 41,947 42071 21.245
rerest expense 23818 23856 25032 22.505 9 398
NLOMme 15xes 63 758 29 363 3483 15 141 30.088
SINQ neorTe 2478 3283 3.844 5.307 10.257
Winonly statenodess interest 18.204 11823 3087 7408 ©.2985
Larrings oefore exirsord nary ems 78 650 37908 13024 13985 45880
Cer com o share g 398 % 183 3 47 3 63 $ 250
Extaorarmany lems 305 1687 -
el earr ngs 78.345 36.221 15.074 3,085 45 880
Per common stare 3 396 8§ 174 3 A7 % 63 5 250
Dividends Declared:
Prerered snares g 4 703 g 4 366 S 4584 $ 2622 % 718
Commor shares 17 680 5.446 272 7239 11783
Per commor sl-are b 95 % 35 g 12 g 40 $ [6s)
Additicns to Fixed Assels S 59163 & 42380 $ 54.571 $ 71.041 $ 35460
Financial Position:
Vo ng capial S 300673 3 259830 $224 562 $229.023 3 87.048
el fixeq assels 59411 475,730 489 437 478205 452 985
Long-ter~ aent 241165 242 517 243,168 255527 139,163
Delerrag Mcome faxas 106.628 103 2724 89.725 Q91299 80.240
Minonly shareholders interest 237276 110,417 111671 108.020 110,795
Pielerreq snares 117715 44 815 4706 49 261 0 469
Boo« valuie of com=—on skares 348 388 282 424 262,192 255,924 252,890
Pa- comrar share g 1866 % 1577 g 1449 31414 $ 1297
Primary Production
Uncoated Fine and Paperboards
Groundwood Printing Building Kraft Paper
Newsprint Papers Papers Boards and Market Pulp Lumber
Tons Tors Tons Wisl Tons Mitom
Capacity 1978 1,998 000 298,000 182.000 087.000 318 000 441 000
Production 1978 1.962 000 292,000 181.000 935.000 227 000 356.000
1977 1.694.000 231.000 157,000 804.000 271.000 324 000
1976 1.711.000 211.000 113.000 854 000 247 000 272000
1975 1,548.000 128 000 77.000 733.000 162 000 130 000
1874 2011.000 277,000 183 000 738 000 315,000 237.000

(a)Capacity igures rdicate eftective annual output and generally are somewat less thanraled capacilies due to allowances for items

such gs mamtenance downiime

(oA aigritican porton of Abubi's markel pun oroduchon {more Man 60% in 1978 1= consumed in the manuiaciure of primary paper

nroducts at other Abirbr mills

(¢)Build.ng board oroduclion 15 exoressed on an equivalent thic<ness Dasis
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Newsprint

K. Linn Macdenald

Newsprint

1978 wenl nto the records as a banner vear
‘or Canadian newspnnl manuiaciurers-
consamaton in Canaaa ana ir all markels 0
wnich Canada exporls was exceptionally
strong. therepy crealing a demand on
Caradian mils to run at near-caoacity in order
1o supply reguirements that couid not pe e!
Dy home producers U.S consumplion rose

6 4% over 1977 reflecting ncreased
advertising lineage. a continuation of tne -end
oward advertising ana special nterest nserts
and newsoaper circulation gains. Sim larly,
Canadian gemand was 10% ahead of 1977,
oliselling a 3% dec ine r snipmenis 10
offshore marxels.

Strikes at LU S West Coast muls in adaitior 1o a
‘e solated abour interruprions at Caracian
aperaions comoined 10 blace ar even greale’
s1rg 1 on supply 0 the second half Only a
sal part of sirike-incuced prodict 01 osses
was offset by lowes demand as z result of t1e
prolonged sirkes al newspapers In New York
and elsewhere. Year-end inventories held by
consumers and o oducers were iowe than
“9v7 evels

Canad ar industry production totalled 6.8

e lior fons represenbng an 8 7% gain over
1977 and a 98% operatng rale. Production al
Abitior's mills was 1 26 million tons wnich
cesulted in an operating rate of 82% Durng
the year the Kenogam mill ceased newsprrl
oroduction as par: of the orogram ‘o ded cale
the mi'l to Lncoated groundwoond papers
Progress was maoe 11 1978 'n the planneo
orogram 1o modernize mandalaclunng ‘acilities
and to upgrade guality 10 meet tne more
stringent requirements of higher-speea
presses and agvanced Dnnting processes
Additonal expendilures were drecied toward
manulactunng cost reductions, and to Abit bi's
ongoma commitment o environmenial
mprovernarts at itg mil sites The newsprnt
capital experditure program for 1979 will
continue 10 pe directed toward these targe’s
cul at a dramatically acceleraled pace Tne
program will include computernized control
SYSIemSs on pacer machines 16 1 orove
oroduct wndarmity ncreaseo use of -efuse as
‘.e 1o reduce energy costs. lurnish treatment
0 provide improved offset newsprn’, ano the
Iret stage of an $18 million program o reglac
‘he sulphite puip at the Fort William il
significantly reducing BOD demand of the
mil effluent

Ife $60 milon progcl 1o convert the Steprenville
noloamogern newsprint facility with an annual

capacity of 150.000 rons 15 well inlo the planning

stage Start-uo s scheduled for ‘ate 1980

Stephenville Division

In December the company cono'eled he
acquisilion rom the Newtoundiand
Government of s Crown Corporal or,
Labrador Linerboarg Limited and s orimary
assel a neboard mil ocated at Slephenville
on he West Coast of Newfoundland
Engineering 1s underway for the conversion ol
the mill 10 newsorint manufacture by late 1980
Total cost of the project will aporoximale $100
mithon, and comoieton of the conversion wik
add to the newsprint group a mill that is
tharougily modern with respect to both
proauctor facilities ang the environrnenrt. and
one which will enable the company 1o enhance
s service 10 both the offshare and Norin
Amernican markels

The outlook for 1979 15 optimistic Givon the
congensus lorecast of a mild recessior 1N the
U S econcmy by mid-year consumptior in
‘hat market will reman al, or somewhat above.
the 1978 experience Modest growlh is

0 edicted in the Canadian market and
overseas demanag 15 expected to match that of
1978. Although new capacity will come on
stream in 1979, suoely and demand wiil te in
‘easonabie balance and Abiliol expects
operating rates 10 be asdequate Abitibi-Price
nas announced a $25 per ton increase.
effective March 1 1878 in 15 price of
newsorint shipoed ta 'ha U.S. which will
recover anticipaled cosl Increases

Outlock Beyond 1979

As noted oreviously, 197215 projecied 'a
repeat 1978's performance nterrms of
newsprint marg.ns and operat.ng rates. 11 1s
almost certan. also. that a large share of 1979
earnings will be atinbutaole o the Canadian
oollar exchange rate. which enables the
Canadian industry to be competitive in exporl
mar<eis. This situation could extend beyona
1979, oroviding the industry with an
ocportunity to mamntain its competitiveness as
4 world suppher of newsprint by making
avestments direcled at improving produciivity
and reducng costs

During the years 1980-82. announced nevws
capacity coming on stream in the U'S should
al least mateh increased demand and perhaps
exceed It Should demand growth faltar and
cacacity growth further accelerate. the
Canadian industry could be faced with some
2ss than capacity oneraling rates ounng 1s
2-3 year pernod
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Uncoated
Groundwood
Papers

Woodlands

The Abitbi-Price long range plan s arecled
toward applying the cash flow generated by
the current strong situation 1o specif-c
nppostuniles that have peen dentified o
rechice cosls and imiprove producilivity and
quzity 0 order to compete ore effectvely
wth the new laciities beng irstalieq
procipdlly nthe U S

To achueve the goal of returning the Canadian
newsprnnt manufactunng ndustry 1o an
nterngtionally compelitive oosiion requires a
widespread recognition of the importance of
ihis industry to the Canadian economy and a
ded.cation 10 achievng this goal Labour
covarnmenlts and the public al large. nust all

take posiions consistent wilh s prosty

rorned as a separate business umit in 1977
e unceated groundwood papers groun
progressed al g1 encouraging rate 1in 1978,
willy strong demand experienced in all product
ares. This plus major imerovemnents N oroduct
development. guallly and production. as well
as a well-orchestrated approacr o the marker.
have served (o place Abitib in ihe role of a
major s.poher of rologravure, direclory clisel
and other groundwood-based specialtes o
commerc.al printers in North Amer.ca

Except for a prief sirike at one locaton. doth of
the group’s mills at Sault Ste Mane. Oniano
and Kenogar, Quebec operaled al 100% of
cAapacity in 1978 and produced 292 300 (ons
Uncoaleo groundwood paper 15 now one of
‘ne larger contributors to sales revenue

Witnin At

During 1878, two maclhines ar Kenogarm
ceased newsorinl product:on anc were
switched 1o uncoaled groundwond grades
several months anead of ptan. The $32 miliion
capiat program {o complete the conversion of
Kenogam: to the TCWMP process ano 100%
groundwood papers qot underway 10 early
1978 and 15 proceeding on schedule
Comglencn s targetled for 1980, by wiich
tme Abition wall oecome North America s
argest producer ol these grades for the fast-
orowing markel

1 the meaniime, the ouilook for 1879 13
lavourable and the miils are expected to agan
onerate at full capacuy

e raw products of the foresl. logs and wood

s are the resowrce base from which Abitio
manufactures its paper and lumoer produot mix. The
company s slrategy 1§ targetted on improved foresi
maragement and utilizalion practices, ang

ncreased mecharization

Fine Papers

John G Davis

A resurgence 1n demand lor fine paoers,
coupled with dimimisting imports from the U S
highlighted 1878 for the Canadian fine paper
ndustry, and all facels of Abili's fine papers
business made impressive gains

Manufacturing

Aninni-Provincial. as did other Canadian line
paper manufaclurers, expencenced a
significant rebound fron 1he sinke-induced
ndustry depression of 1976-77 Canadian
demand lor printing and wnung papers rose
an unusual 18% during the year. crealing a
return 1o a nealthy backlog ppsiton, and
mproved pricing palterns Additionally, the
market was stabillized for Canadian producers
ov the substantial reduction in imports

lrom the U.S . brought about 1n oar! oy
increased home demand and the discounted
Canacdhan doliar

An polimistic piclure emerges when 1979
sa.es forecasts are matched agains! Canadian
supply levels. This s further enhanced

Dy foracasts that the Canadian dollar
exchange rale ano ranifs will continue 10
minmize IMmports

Neverineless Abitin-Provincial is prepanng for
profitability in an environment which is likely to
nclude reduced fanff protection and a less
advantageous exchange rate. Slrategres are in
place thal will see further capital being
nvested [0 continue iImproving mill operating
elficiencies, equipment cptimization ang
croduct consistency. For the longer term.
piars focus on a raucnaiized grade struclure
which concenirates Aoiibi-Prowincial’s
mnarkeling and capital prograrns on products
mowhich the company has inherem
aovantages Thus Abitbi-Provingial views

Ine future with some optinusm

inter City Papers Limited and Subsidiaries
1978 was the mos! successtyl year in the
comoany's lustory with all traditional operahons
of Inter City contributing particularly the major
divisions i Montreal ang Toronto. Dunng 1878
Hillier Paper Limiled oecame Inter City Papers
(Maniteba) Limitec and Price Wilson Limited
became a drasion of the company following s
acquisiion by Aointr from The Price Company
Limited

Price Wilson
The program lo divesl non-prohitabie
coerations was concluded with the sale of







Te«por which leaves Price Wilson vl a solio
core of s frachtionally successiul acliviies i
converting and distribution. Moreover costs
4.6 beern reducea and experlise nas oeen
ceveloped in orevigusly critical areas. Trne
svnrerges of Price Wilson's imtegration into
rter Cily snould negim 10 taxe effect « 1879
The 1979 outioor for inter City and s
sunsichares s for cartinged growth i botl
sdles ard earnngs

Hilroy Lid.

Bosiered by an improvea share of celar
statonery markels ang 0y measuranie
mprovemen:s in efficiency ano produciy iy
Hiray's nigher ievel of sales in 1978 resy ted
N earings returnng 1o 8 satisfactory leve
'Oy exDenencenq supslar! 4. nereases nne
cost of s raw mates al in 1978 and expects
us trend to comirue it 1979 However Lne
regrganizano’ snd mitegration of Hilroy arg s
subsidiary Papeterie Canaaienne 1hal was
completed .n 1978, and the introducton of
reyv, prooLcls aad merchandising concen’s
a‘e expected 10 contrbutle 10 a furtner
ceprovernedl nooerformance i 1979

Canada Envelope Company

The company topped 1 1977 records 1n sales
and earnings with its plants in Vancouver
Cagary. Winnipeg Toronto ana Stelarior a”
contributing. Canada Ervelope ertereg 1979
vl a continuation of Ine geed pacxlogs o
1978 which 15 oromising.

Building U.S. Building Products
Products With smg'e farmily mousing sta'ls_ at a -ecord
d leve n 1978 and with continued v'gour n re-
an modeling and repair. Abitibis U S, Buidirg
Packaging Proaucts dvisional sales were at a record
level in 1978 Parhcularly strong were sa'es of
the company's extenor prodacts. siding ano
snedthing. manufactured resoectively at
Roarng River. North Carolna ano
Clountstown, Florda but due o softened
demano in the second half of Ine year sales
of prefimished panelling and mouiding were
mixed Competitive pressures 0 this latler
market made 1 impossible to raise pnces
suibciently (o olfset cost increases although
we oid make gains in procuctvry and energy
conservalion Because of the propo-tionale
role of panelling and mouldings In the
QrIsI0N's actviles, earangs in U'S doiars
were pelow those of 1977 althouah there

Charles £ Buckland

Environmental Control

lxnesentires oy Ak or corl-olling And reatng
he hguia wasle etfaent fram s milis nas amounted
10 rearly S60 million since 1260 Shown arg some
reatment systems lor suspended solids used at our
s tnal melude seaimenlaban lagoons clanfiers
ana aerators. Planned expendilure in 1979 1s nearly
SE2 mian

Was a yedr 10 yeas ga i oon ranslahon o
Canadian dollars

Congistent with its gedicaton o des:gn
gadership, ibe v sior s contmuimg mah eve
of R&D pnroduced 18 new panelling products
a5 saes stmulamtz 0 1978 Additionally. d
cromising rew mowding oroduc: '8 oeing 1e8sl-
markeled wnicli 1s exoec'sed 10 make
substantial inrcads ino the markel and ta
favourably impact 1979 sa'es and earnings
performance

A major sleg in 1Me awvision s pan tor
mogdernizaton and rationahzaton will pe taken
1 Apr 1979 when the new Toledt Onig panel
prefinishing operation beqins produchon of
more soohisticaled panel designs A S22
meior cantdl orogram al ihe Roaring River
Nortn Caroina exterior siang alant will begin
1879 and will see the resulting 50%
capacity increase by ear'y 1981 being tmed
to maintain Aoitibr s share of the market
foreseen for the early 1980's

Tne dwvision's outlook tor 1978 = uncertan

J 'S housing starls are orojected 10 relract 1o
1.7 mullion: it is too eary 10 predict ihe elfecl
i inflation of voluntary wage and prce
guidelines: and therefore e Ccourse thal may
be taken by the Administration : influerncing
the path ol the U S economy 13 unclear.
Nonetheless, modes! gams r 1879 sales and
earnings are greoicied

Canadian Building Products

Severa faciors contnibated to a sharp increase
M 1978 earnings from tne hardboard s.ding
operatian al Siurgeon Falls, Ontano As a
‘esu't of the comomed efforts of research.
development and oroduchon tnere was a
cecioed improvement 1N proguct qualily with
minima. cosl ncreases. Aoditionally, sales
ncreased substantally due ! effective sales
SLpport and the saccessul introduction of pre-
mished siding into the U S markel Looking 1o
1979 tbe dvision expects ‘urihes growti in

sg es and earnngs

Packaging

Caragar demand for corrugaled contaimers
srowed signs of strergth only in 1he second
nal increased corrugatng mediam demand
oreceded that of contaners and resulted in a
sLnstan . roredse in sales from Stargeon
Falls. On tne olher nand e need (o generale
sales of considerably more narrow roils a5 a
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consequence ol a cnange '© cusiomer
speciications resulted 11 a orop *r £arinNgs
from 1977 levels A caoila project. completed
early in 1979, pernils the "welding™ of these
~arrow rolis 1nto the wider product rean "ed by
ine marxkel and thereby the recovery ol
profitability on Ihe associateqa sales volumes
Conamner markel condilions led 1o keen
competivon which resuited 1N prices remamni~g
stahic rather than ymoroving 1o cover cost
increases Earnings were therefo e recuced
compared 1o 1977

Sughl increases i1 demand for packaging wi
ne couplad wilh further groductvity and
modernization measures at Sturgeon Falls. ana
‘he Rexdale and Pembroke container plants

‘o result in some iMmprovement in 1979 sales
ara eannigs

Paperboard, Paperocard krafl paper and pleacrned wiall
oulo are the products of this grous all of

Kraft Papers which recorded disappoint ng resulis 1n 1978

and Pulp i spite of near-full operation ratios

Aoilibriz a nel buyer of kralt cuip out 1ne
bleached kraft pule slupments from the
Smooth Rock Falls. Ontario mill 1o other miils
within tne company as well as the portion
aelivered to the open market, suffered alike n
1978 rom severely pepressad prices. These
wEre prought anou! by world-wide over-
capacity and unprecedented producer
mventory levels. As a result operaling losses
were incurred Over the course of 1378
demand gradually improved. invenlones
returned to more normal levels and prices
began o slrengthen Prces wil continye 10
mprove i 1979 ard operations will return 1o
a wolitane evel
Paperoca-d ana 4ralt cacer ‘ell e effec of
suft competihon N Iner segrrent of the
packaging markel where sugply contnued 10
oulstnp rnargmnally mcreased de—and
alihiough the company’s operations ran close
o capacilly Needed adjustments 10 onces
were nol universally applied throughout the
mdustry therefore Ine company s cos!
ncreases were not ‘ully recovered. and
papercodrd and kralt paper operaled a' only
g smal pro™
1978 saw the completion of several major
capital pregrams pomnted loward produactivity
and efficiency in the Jonquiere paperboa o
mill. the cosl eflecliveness ol which will
nfluence favourably the earnings potertal of

Lumber

Abitibi-Price 15 the larges! producer of lurnber in
Eastern Canada Output 1o the North Amencan
markel 1s from seven Canadian sawmills, hwa of 1nc
more recent additons are pictured here Four
Abtibi-Price executives on a visit (o the Perivonca
il [L-RY A 8 Laprégue (Price). 7J Beil C R
Tternce atd B C Gimibin

Lumber

1979 A continuing Dut moderate increase IS
‘orecast In demand whicn wili enhance
ndusity operaling rates, and create an
envi-onment lor firmimg pnces and improved
orofitagihty

Faced wih a coniusing array of invesiment
alternatives in 1978 the typicar LIS family
appears 1o have cellled or home ownership as
2 rehable inflation hedge for hiousing stars
there were aporoximalely two millien for the
second conseculive year—an unusual
occurrence in a nearly four-year-old U 5
economio growth ohase The Canadian piclure
saw a contmuabtion of the downward trend from
278 000 starts 'n 197610 246.000 11 1977 and
223.000 n 1878 Taus the U S new housing
markel and increased aclhily in re-modelling
and repair in aoth Canada and the U S
combined o sustamn a buoyant lumhber market
during the year While prces were steady and
relatively tughyin 1978 they were nol al levels
such as 1o permit recovery of relentless cosl
nereases Nmcuited snice 1973-74. following
which perniod prices were depressed In
response 1o dimmishea demand Neverlheless,
and with one exceplicn ail sawmills in the
Lumber group. especially ihose at Terrace
Brit:en Columbia Thunder Bay Ontano and

L Ascension. Queoec. macde substanhal
contriputons o 1978 earnings. a significant
lwrn arouna fram 1877

The one exceplion was the naw sawmill at
Write River Ontang which, after ng first full
vear ol operaugn, had nol tola'ly resolved 11s
equipment and opersonne! dithculties with

the result thal produclion goals were not
achieved The remaining nroblems nave been
clearly denunfied and 115 expecieo thal therr
solution 11 1879 will mean a positive
contribution 10 earmings

For 1979 nousing starsnthe U'S. are
expecteo (o declme 16 about 17 mullion and o
remain at about 220.000 in Canada However,
the shorifall in lumber consumption caused by
this drop 1 housing slarts will be appreciably
compensatec for by a continuaton of the
re-modelling aric repar rend. an emphasis on
treated lumizer for newly-emerging uses 10 the
constreenon of house foundations and as a
substitute for cedar 1 ouldogr aophcalions
and proguchivity improvements at the sawnills
As g result earmings in 1879 shoulo aporoach
thoze realized 1n 1978
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Mineral
Interests

The Marttabl base metal mine near Ignace.
Onlano a 40%-60% joint venlure of Al andg
mMatlagam Lake Mines. milled 960 857 tons of
ore grading 6 49% zinc. 0.83% cooper 0 67%
lead and 2.72 oz, silver par {onn 1978
Earmngs rose in the second half reflecting the
recovery ol pase metal pnces from ther
cychcal lows of the first half, and Abiibi’s
equily n these earnings was $3.3 milien and
dividends of $4.8 million were recered which
were Delow 1977

The Buchans mine in Newloundana mnled
202 000 1ons of ore ano oroduced 30 493 tons
of zimc concentrates. 18.300 tonz ol -eao
concentrates and 4 890 ons of copoer
concentrates wilh associated siver and gold
values After 50 years of continuous
production. planning has taken glace agamst
the fact that the Buchans Unil ore reserves wili
be exhausted and mimng operatons will
cease by 1980 During 1978 the tailings
ponds were sampled and an encouraging
studv 15 under way nto the potennal for
installing a process for the recovery of barite.
The Town of Buchans has been incorporated
as a Local Development Districl. mos: of

the inhabitants now own their homes, and

the hosprital arena. hbrary and municipal
services have all been turned over 10 the 1own
by the mine

Exploration continues on Abitibi s nodings of
1.017 square rniles of mincral lands n Ontano
and dniling has begun on some targets found
dunng exploration prograrms of the past iwo
years. Also. explorahion 1s 10 progress In lwo
other areas in Onlano by Abinorin joint
venture with Mattagami Lake Mines Intensive
exploraticn has also continued on the
company’s 2.200 square mile mineral rights
grant in Newfoundland in search for a mine
to replace Buchans, as wel as 1o develop

its olher mineral showings Exploranon

teams were also active n Quebec and

MNew Brunswick.

T. Newman
Mclenaghen

Cap]tal and The 1978 cycle of sirategic planning by all the
Environmental company’s business unils produced a $700

rmillion caoial prograrn for the five years

Programs beginning 1979 for which year some $130

million have been allocaled The orogram 1s
dedicated 1o the moderrization of operatons
including some incremental capacity
mncreases. imoroving sroduchvily and cosls,
vpgrading product mix. and improving quality,
sl with a view 10 precarno lhe company for
the comgetitve environment of the challenging
vears ahead

The scope and magnitude of the program are
subslantially greater than has ever been
undertaken in the history of Abinbi or Price,
and s urgency poinled 1o the need for
specighzed management As aresult TN
Mclenaghen was appointed Senior Vice-
President with respons:aility for engineernng.
construchion, cost control and general
administration of all capial projects within

the company

WMr Mclenaghen also carries the responsitlily
for the company s continuing grogram of
environmental imorovaemens at the mills. In
1978 a number of major envircnmental
orojects were completed and a conceried
elfort was expended 10 complete studies and
sel up delined programs (o meet the
regulations and guidelines of the various
Federal, Provincial and State regulatory
agencies In some Junschichons, suUch as
Guebec regulations are not yetin place. while
Federal slandards are under review

Nolable among the accomplishments of 1978
was the ciosing of the Abitibi-Provingial
sulohute mdl at Thunder Bay, conversion 1o
sulphiur-free pulping at Sturgeon Falls and the
installation of a sand settler, clanfier and
sludge hickener at Beaupré Additionally.
major vrograms were completad at Smooth
Rock Fails the newsapnnt mills in Thunder Bay,
and at Alma and Jonouwiere In addition 10
continuing projects at these localions,
substantial undertakngs will begin al Chandler
and Grand Falls 1in 1879 and the capnal
prograr at Kenogar has significant posilive
environmental imohcations
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Research
and
Development

Robert D. Duncan

Mew orocesses for chemmecnanical pulos
ara improved mechanical puips continue ‘o
be tughlights of the R&D program Among ine
advantages olfered by these new orocesses
are a major reduction n pollution from
newsprint operations as the sulphite pulping
component 15 reguced or oossibly elminaiea
wilh therr use. hugher pulp yield per ton of
wood and increased utihzaton of sawmill
resigues. These processes have the
disadvanlage of being erergy intensive. Ir
particular development work continues or (ne
acpl caton ol cnemimechanica pulo 10
urctnawood paper manufactunng at
Kenogga™ . where a plant to produce this type
of pulp 1s now unde: construchon. This plant
will replace an oosolate groundwooa mill witn
ar ultra-modern pulping process (o suppiant a
mixture of slone groundwood and sulphite
pups Aiso. development efforts are directeo
to turther apply this new tecnnology 10 "en ace
older pulping processes which are no longer
compatible wih current objectives for a clean
eraronment iach of 1e work .3 at product on
scale and ncludes paper macaine and
pressroom lrals

Paper maxing R&D aclvilies cenle o1 Jsing
advanced electronic measurement [ecnnIgqQues
1o better trounleshool and understand
Canalions 1t paper machine operation By
applying this new techno.agy, our engineers
and scientists are helping to make more and
better products from our mills. Also. key
elements of the paper research program are
devoled 1o developing technica’ dala needed
for implementatior: of the company s inlensive
‘rre yeas capital orogram

As part of 115 system gpproach to newsgnni
-esearch. Abiubi s Research Centre al
Sheridan Park. near Toronto has further
exoanded 1ts capability for orinting and
onnizbility siudies of the new processes thal
have developed n the past few vears The
expanded prograrn 15 1eCeIvIng customer
support Irough ncreased co-operalon in
oressroom Inials and traubleshooling.

Develooments in the fing paoer arga have
resulleo 1n new products and markea
improvements in many of the traditonal
oroducts. in line with the long range plans of
‘hal segment of the company's business
Panelocard and Bulding Matenals R&D
continues its queslt lor new and betler
products Parlicular ernphasis 1s being olaced
on basic fibre and board properies 1o achieve
mproved weatherability. ease of apolication
and appearance

Personnel The primary mill umon agreements i Onlano,

Quebec Newlfoundland and Maniioba were
renewed lor [wo years [0 Apnl 30, 1980, with
the seltlement falling within the industry
patterr A memorandum ol agreamanl was
reached m December following woodlands
negotiahons 1in Ontano and Quebec 1t was
gratifying to conclude these major negotiations
with no disruplion of ooerations.

Top prnionty for accident prevention was
ongoing m 19278 The increased emphasis on
salety al all levels of Ihe organization
contnbulea to a significant decrease in
disaoling injunes and animorovement Qver
1977 Wil few exceptions, mill safety
performances weare betigr than maustry
averages 1979 will see vigorous dciivily in
the pursull of Abilior s goal 10 be the industry
leader in this mosi important aspec! of
aarnan relations

A number of Inibalives were taken during the
vear 1o furlher mprove communicanons and
proslem-solving elfectiveness al all levels of
supervision The Management by Objectives
program has been fortified with tutorial
seminars. wihich also aooressed means

and skills for dialogue between supervisor
and supenysed

wMoreaver. a large number of employees
avaled themseives of the company s
Educational Assistance Plan thereby
increasing therr knowledge and skills on thei
own lime in order 1o prepare themselves for
career advancemenl and to enhance therr
effectiveness in their current positions.

For most of Ine year. employee compensation
was regulated by the Anti-Inflation Board
legislation. with which the company complied
ooth as o the letter and spirit

Tlhroughoutl the year. employees continued Lo
lake an aclive part in the communities in which
they live Many hold responsible posilions on
municipal and educational boards and
councils, while others orovided leadershup and
assistance through numerous voluntary
chartaple and business organizations These
activities enabied the company 1o fulfil part of
its social responsibility 1o the communities in
which it 18 g corporate citizen
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Abitibi and Price Products, Plants and Sales Offices

Products Manufactured At Sales Companies and Offices

Newspnnt Pine Falls Man  Tnunder Bay *Abitibi-Price Sales Carporation
{2 milisy and iroguois Falls. Ont MNew York WY Des Plames |
Beaupre. Alma ano Chandier. Que . Allarta Ga Troy Mch

Grand Falls, Nilad  Augusta Ga
DeR:gder. La

Lincoated Srownovood Papers Sault Ste Ware, One "Abitibi-Price Sales Lid.
Jonquere Que Toromo, Ont . Montreg! QOue
*Abitibi-Price Sales Company Limited
London. Englana

B o' Ine.e CoTnal Bg ! H
A0 13T L0000 D
Fine, Pnnling. Packaging and Thorold. Thunder Bay and Abitibi Provincial Paper
Business Pagers Wal Paoer and Georgelown Oni Toronto. OnL
Sopecialty Papers Montreal. Oue
School Home ara Olfice Suool es Toronto. Ot Vancouver B C Hilroy Ltd.
Jolette Cue Torento. Orl Montreal QOue
Vancouver B C
Cr.elooes Stevarnon NS Monlea QOue Canada Envelope Company
Toranto, On: Winnipea. Mar Slelarton and Haafax NS Morirea, Oue
Calgary Ata Vancouver BC Toronio. Ottawa and Londen. Ont: Winnineg  Mar
Calgary and Edmenton. A1a Varcodver B C
Whaolesale Disinibrt or Fine Paper Inter City Papers Limited
Frodacts Otlawa Mississaugs and

London, Ort Halfax. N S
Lauzier, Little Inc.

wMontreal ara Quetec City. Que
Grocery Bags Sacks. Paoer Tawes Lacrute. Que Price Wilson
and Foldmg Calons Major cenlres across Canada
Buiding Pradi.cts ana Packaging “*Abitibi Corporation Building Products Division
USA Maneta. Ga  Arnglon Tex  Troy Mich
Hardboard ‘Woodgram Hardboard Barrngton. I Devar Pa. Huason Onio
Decorative Hardooard Aipena. Mich . Cricaga. ! Memonr.s. Tenn - Shawnee Mission. Kans
Prelinisned Plywoog Panels Rancno Cucamonga Calf Middlepury, Ina.. Avor. Corr Boundbroo< N J
Hardooard Sid ng Rozrng River N C ERle g G AT ' -
Prel mshed MouLiG.Ngs NMidgieoury, ing i AUDLE OTE
insulating Sheattung Blountsiown Fla
Canada
Haroboara Siding and Corrgating
Wed o Slurgeon Fads, Ont Rexoale Ont
Corrugatea Contarers Rexdale ard Perrbroke. Oni Abitibi Containers
Rexdale and Pembroke, Ont Montreal Que
Paoerboarg ana wKrafl Paoer Jongueere, Que Price Kraft and Paperboard Corporation
wontreal. Cue. Don il s, Ont
fralt Pup Smooth Rocx Falls Onl Abitibi Paper Company Ltd.
Toronto. Ont
Lumber Terrace. B.C . Trunder Bay Smoocth  Abitibi-Price Lumber Ltd.
Rock Falls and Wh e River, Onl Toronto and Tnunder Bay Onl
Falardeau. LAscension and Vancouver B C
Price Oue
nes Trealed Wood Prooucls and Thunaaer Bay Ort Taurder Bay Onl

Treal ng Services
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Sales Companies’ Principal Officers

Bernd K. Koken, Chairman and Chuef Executive Officer
George R Arellano. President, Internattonal and Commercial Division
Laurence E. Mansfielc Jr. President. Publisher Division

John G. Hayden. Vice-President Commercial Sales
R. Blake Moore Vice-President, Publisher Sales

Ronald E. Blair, Managing Director

Thomas H Birchall, President

James E Patlerson. President

Robert M, Sleeth, President

Ronald Oberlander, President

Charles F. Buckland. President

Peter P Armstrong, General Manager
5. Frank Rook Vice-Prasident and General Manager

Durward B Getfken, President

Donald C Parker. President and General Manager
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Directors and Officers

Directors

Marcel Bétanger. O.C.
P-esidert

Gagnon et Beanger Inc
Quepec City. Canada

Thomas J. Bell. M.C.
Chairrman of the Board

ana Chief Executive Oifce:
Abitbr Paper Company Lid
Toronto Canada

Howard W. Blauvelt

Chairman and Chief Fxecutive Otficer
Continental Q.. Company

Stamford, Connacticut, US A

Edmund C. Bovey. C.M.

Chairman

Norcen Lrergy Besaurces Lrted
oronto Caraoa

Marsh A Cooper

President and Managing Director
Falconbrdge Nickel Mines Limitec
Tororio Canada

Dfticers

Thomas J. Bell
Crairman of the Board
are Chief Executive Officer

C. Harry Rosier
Vize-Chairmar of 1ne Boaro

Robert C Gimlin
President ano Chief Oceraung Gilicer

Charles R. Tiltemore
Group Vice-Presiden]

T. Newman McLenaghen
Senor Vice-President

Thomas H. Birchall
Vice-President, Fine Papers

Edward J. Brady
Vice-President, Ingustnal Relations

Charles F. Buckland
Vice-Presidenl,
Buillding Products and Packaging

John G. Davis
Vice-President.
Fire Paper Group

Robert D. Duncan
Y.ooe-President, Corporale Semvices

William W. Hall
vice-President. Corporale Developrmenl

Robert C. Gimlin

Presigeni

and Chief Opelatng O cer
Aotk Paper Companry Lia
‘orario Canada

Leonard (G. Lumbers
Charman of the Board
Noranda Manulactunig Lid
Torgto Canada

C. Edward Medland

Prezigent and Chief Lwocuive OfFicer
Wooo Gundy Limited

Toronlo. Canada

General Lauris Norslad,

D.S.M., Silver Star, C.B.E.

rlongrary Chairmar

Owens-Corning Fioe-glas Corporalion
Toiedo, Ohio US A

The Hanorable John P. Robarts.

P.C.CcC.. QcC.
Bartner

Sikerman, Ellioll, Robdarte & Bowr—an
lorgnlo, Canada

Willlam J. Johnston
Voe-President Wood @rds Operanons

Mark D. S. Kellow
YV.oe-Presdent Persorne

Bruce W. Little
Vice-Presider!
Newsprint Manutactunng. Region 2

K. Linn Macdonald
Vice-Presdenl, Newsprint

J. lan McGibbon
Vice-President. F nance

Frank L. Morlon
Vice-President, Engineenng Services

Eugene L. Neal
Vice-President Pub!ic Relationg

James B. Papoe
Vice-President
Newsornl Wasfaclunra Region 1

Donald €. Parker
Vice-President. Lumber and Kraft Froducts

Michael D. Thompsan
Secretary ang Genera’ Counsel

H. Paul Armstrong
Treasure:

C. Harry Rosler
Yee-Crarman of e Board
Aoty Paper Compary Ld
Torerto Canada

Kenneth R. Themson

Chanrrar of the Board and Pres:dert
Thomson Newspapers Lr-ileo
Toronlo, Canada

Charles R. Tiltemore
President and Cnie! Execulive Ofl-cer
The Price Company Limileo

Quebec City Canada

John A Tory. QC

Fresident

Tne Thormson Corporatior Limiteg
Toronto. Canaoa

Willam O. Twais, C.C.
Drector
Tororlo, Canada

Honorary Director

Harry J. Carmichael

Roy Curtis
Assistant Vice-President Finance

J. Kennelh Stevens
Operaliors Corto'le

H. Calin Warner
Ca'porae Controlle:

Douglas J. Butler
Assistant Sedretary

Robert A, Cook
Assistart Treasurer

Transfer Agents
and Registrars

Montreal Trust Company
Tororio, Monreal, vancouver Calgary
Regina. Winnipeq ana Halifax, Canada

Citibank N A,
Ney York, U S A

Auditors

Price Waterhouse & Co.
Toromo Canaoda
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