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Abitibi-Price, the world's largest pro-
ducer of newsprint, is an integrated
Canadian forest products company with
1984 sales of more than $2 billion and
manufacturing operations in both Can-
ada and the United States. In addition to
newsprint, the Company produces
groundwood papers, fine papers, kraft
pulp, building products and lumber, The
Company also has paper converting
operations and a major distribution net-
work for printing papers, industrial paper
products and information processing
supplies.

Abitibi-Price has maintained its profit-
ahility throughout the difficult economic
environment that has existed for forest
products companies in recent years,

At the same time, the Company has

pressed on with modernization and
quality improvement programs, invest-
ing about $1 billion during the past
five years.

Abitibi-Price recognizes that it can
best meet and balance its responsi-
bilities to customers, shareholders,
employees, and society by achieving the
highest possible standards in product
quality, customer service, return on
investment, and the safety and devel-
opment of its people.

Common shares of the Company are
listed on the Toronto, Montreal and Van-
couver stock exchanges and traded
under the ticker symbol A.

On peut obtenir ce rapport annuel en

francais sur demande.
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Financial Highlights

1984 1983
{millions of dollars)
Net sales $2,137 $1,660
Earnings before extraordinary items 72 33
Net earnings 70 38
Capital expenditures 126 165
Working capital 410 384
Common shareholders’ equity 806 748
Per Common Share:
Earnings before extraordinary items $ 3.07 $ 1.44
Net earnings 2.97 1.44
Dividends declared 1.20 60
Common shareholders’ equity 37.81 36.06
Return on average capital employed 6.8% 3.6%
Return on average common shareholders’ equity 83% 4.1%
Ratic of long-term debt to total equity .46 A6
Earnings and Dividends Common Shareholders’
Net Sales per Common Share Equity per Share
{mitlions of dcllars) 2137 {dollars) {dollars)
{' H 37.81
37.81

5.56

W Earnings before extraorgdinary items
W Dividends declared




Report of the Directors

Buoyant demand for mest of our prod-
ucts during 1984 resulted in improved
performances from the Company's three
operating groups—Core Business, Di-
versified Businesses, and U.S. Building
Products. Earnings before extraordinary
items increased 90 percent, reflecting a
recovery from the cyclical low experi-
enced in 1983, For the first time, sales
exceeded $2 billion,

Among the faclors contributing tc the
Company’s earnings improvement were
increased newsprint volume, continued
cost containment, and better contribu-
tions from our fine papers manufacturing
and groundwood papers operations. The
further strengthening of the U.S. dollar
against the Canadian dollar added con-
siderably to the profitabifity of sales
made in U.S. doliars. Earnings also
reflected the benefits of recent major
capilal projects.

Capital Expenditures

Capital expenditures in 1984 were $126
miliion and included the installaticn of a
bisulphite chemi-mechanical pulping
facility at the Chandler, Quebec, news-
print mill, the conversion of additional

newsprint machines to twin-wire config-
uration, and a 25 percent expansion of
hardboard siding capacity at Roaring
River, North Carolina.

Divestitures

During the year, the groundwood papers
mill at Sault Ste. Marie, Ontaric, and the
sawmill at White River, Ontario, were
sold, resulting in an extraordinary loss of
$2 million. The Company also completed
the previously announced sale of the
kraft products operation at Jenguiére,
Quebec.

Acquisitions

[n 1984, the Diversified Businesses
Group penetrated the U.S. paper distri-
bution market with the acquisition of
Whitaker Carpenter Paper Company, the
largest independent printing paper dis-
tributor in the Chicago area. This com-
pany operates as part of Inter City
Papers Limited.

In February of 1985, the Company
negotiated Lhe purchase of CIP Daxion
Inc., a wholly-owned subsidiary of CIP
Inc. CIP Daxion is a nationwide distribu-
tor of paper and packaging products,
with 1984 sales of $111 million. This
operalion will become part of the Inter
City Papers group and will complement

Robert C. Gimlin (left),

Chairman and Chief
Executive Officer

Bernd K. Koken,
President and Chief
Operating Officer

the industrial papers distribution opera-
tions of its Price Wilscn division.

Financial Position
Abitibi-Price remains comfortably within
the guideiines that we have established
to ensure financial stability. These guide-
lines are consistent with the require-
menls for an A rating frem the bond
rating services in Canada, a rating we
have enjoyed for the past four years.
Long-term debt maturities of $8 mil-
lion were refinanced during 1984 as they
became due, and a further $49 million
will likely be refinanced in 1985, Cash
flow is expected to be sufficient to meet
our current operating and capital needs
without requiring any significant increase
in long-term debt.

Dividends

Your Directors follow a pclicy of returning
to the Shareholders a significant per-
centage of earnings, always in keeping
with gocd financial planning, Cur
financial position enabled us to declare
and pay dividends of $1.20 per share in
1984, In July, the quarterly dividend was
increased to 40 cents per share, an
annual rate of $1.60.

of



Union Negotiations

Labour agreements covering more than
11,000 employees in the primary milis,
woodlands divisions, sawmills, and con-
verting and distribution cperations, were
successfully negotiated. The agreements
reached were realistic and, tc the extent
possible, satistied the objectives of the
bargaining partners.

Our Employees

The successful implementation of plans
and projects can only be accomplished
through people-a well-motivated team
that works closely together. In the past
year, our employees continuad to dem-
onstrate their commitment to our goal of
being “the best”. The Directors wish to
acknowledge this vital contributicn and
express their appreciation.

Outlook

A number of imgortant modernization
projects are included in our plans for the
next few years. However, with the
achievernent of our strategic planning
goals during the past five years (see
special report on page 16}, we are now
able to intensify our efforts to develop

Earnings

{millions of dollars)

136

123

80 81 82 83 84

Earnings before extracrdinary ilems
W Net earnings

products and markets with high growth
and profit potential through a combina-
tion of internal growth and, where suit-
able, acquisition,

Capital expenditures in 1985,
projected at $225 million, include instal-
lation of an off-machine coater at the fine
papers mill in Thunder Bay, Ontario,
additional conversions to twin-wire con-
figuration, and the first phases of
rebuilding & newsprint machine at Grand
Falls, Newfoundland. In additicn, work
will begin on a major $138 million
project in which the groundwood papers
mill at Jonguiére, Quebec, will be further
upgraded t¢ produce supercalendered
paper and, cencurrently, one of the
newsprint machines at Alma, Quebec,
will be converted to the production of
groundwood papers.

Earnings from all three groups are
expected to increase due to higher sales
volumes, betler cost/price relationships,
and the benefits resulting from capital
projects previously completed.

One area of cencern is the continuing
strength of the Canadian dollar in
relation to overseas currencies. This,
combined with past devaluations by the
Scandinavian countries, has eroded
profit margins cn newsprint sales to
Eurcpean markets and has resulted in
increased competition in the Company’s
other major markets.

On balance, however, the outlook is
favourable. The North American econo-
mies are expected to perform in 2 posi-
tive fashion during 1985, providing fur-
ther growth for most of our key products.
As a result, earnings for the yearas a
whele should be considerably higher
than in 1984,

On behalf of the board of directors,

0 C M

Robert C. Gimlin
Chairman and Chief Executive Officer

PoAtsTen

Bernd K. Koken
President and Chief Operating Officer

Toronto
February 18, 1985
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Locations, Products and Markets

Group

Division or Segment

Plants

Sales Companies and Qffices

Core Business

Newsprint

Pine Falls, Man,;
Thunder Bay {2 mills)
and Ircquois Falls, Ont.;
Alma and Chandler,
Que.; Grand Falls and
Stephenville, Nild;
Augusta, GA

Groundwood Papers

Beaupré and
Jonquigre, Que.

Abitibi-Price Inc.
Toronto, Ont.; Montreal, Que.
Abitibi-Price Sales Carporation

New York, NY; Des Plaings, IL; Atlanta, GA;
Delroit, Ml; Dallas, TX

Abitibi-Price Sales Cornpany Lirniled
London, England

Kralt Pulp Smooth Reck Falls, Ont.  Abitibi-Price Inc.
Toronlte, Onl.; Montreal, Gue.
Lumber Smocth Rock Falls, Ont.;  Abitibi-Price Lumber Sales
Falardeau ang Toronte, Ont.
L'Ascension, Que.
Diversified Provincial Thunder Bay and Provincial Papers
Businesses Papers Georgetown, Ont. Thuncer Bay and Toronto, Ont.; Montreal, Que.
Inter City Inter City Papers Limited
Papers Limited Otlawa, Toronto and London, Ont.;
Halifax, N.S.; Winnipept, Man.; Vancouver, B.C.
Frinting Papers Lauzier, Lide Inc.
Montreal and Quebec, Que.
Whilaker Carpeniter Paper Company
Chicage, IL; Detroit, MI; Nashville, TN;
Appleton and Milwaukee, VI
Azerly
Buffalo. NY
industrial Products inter Cily Papers Limited
Duvision Price Wilson and Plastic Packaging Divisions
Moncton, N.B.; Quetec and Montreal, Que,;
Ottawa, Torgnlo and Londen, Onl.; Winnipeg,
Man.; Calgary and Edmonten, Alta.; Vancouver
and Victoria, B.C.
Lawrence Newfoundland Division
St. John's, Nild.
Converled Preducts Lachute, Que. Price Wiison, Inc.
Lhivision Montreal, Que.
Hilroy Teronte, Ont.; Hilroy
Vancouver, B.C.; Torgnto, Ont.; Montreal, Que.; Vancouver, B.C.
Joliette, Que.
Canada Envelope Toronta, Ont.; Canada Crnvelope
Montreal, Que.; Halifax, N.S.; Montreal, Que.; Toronto, Otlawa
Winnipeg, Man.; and London, Ont.; Winnipeg, Man.; Calgary and
Calgary, Aita; Edmontcn, Alta.; Vancouver, B.C.
Vancouver, B.C. )
U.S. Building Hardboard Alpena, MI; Abitibi-Price Corporation
Products Products Toledo, OH Tray, MI
Hardboard Siding Rearing River, NC
Products
Plastic Middlebury, IN
Products




Products and Services

Markets or End Uses

Abitibi-Price Market Position

Standard grade newsprint made from 75%
mechanical pulp and 25% chemical pulp, weigh-
ing between 40 and 48,8 grams per square
meftre of surface and measuring 58 on the bright-
ness scale.

Primarily daily newspapers; also used for various
commercial printing purpases, including free-
standing inserts distributed through newspapers
and direct mail.

The world’s largest newsprint producer, with 13%
of North American capacity and 7% of world
capacity; mosl prcduction is shipped to the U.S.
and Canada, with the balance reaching over 30
other countries.

Uncoated groundwocd papers, prcduced in a
wide range of gragdes, are cleaner, brighter and
smoolher than newsprint; basis weighls range
from 37.4 to 97.6 grams per square metre and
brightness ratings are between 60 and 70,

Used for business forms, weekend newspaper
supplements, magazines, advertising inserts and
flyers, telephone and olher directories, cata-
logues and paperback books.

The largest manufacturer of uncoated groung-
vocd papers in North America, with 11% of total
capacity; most production is sold to commercial
primters in Canada and the U. S.

Softweod kraft market pulp is precuced at
one mill.

Market pulp is sold to other producers for use in a
wide variety of printing papers, pac«aging and
tissue products.

Share of market pulp sales is relatively insignif-
icant; on balance, the Company purchases
slightly more market pulp than it sells.

In addition to scftwood lumber produced at its
own mills, the Company sells the output of three
sawmills and a waferboard plant owned by others.

Lumber sales are to wholesale distributors, retail
chains, buying groups and mass merchandisers:

A minor factor in the North American lumber
industry; most sales are made to U.S. customers,

Wanufacturers a wide range of coated
fine papers.

Publication prinlers, commercial printers and
paper converters.

Canada'’s largest prcducer of premium coated
papers.

Distributes a wide selection of commercial orint-
ing papers, business papers {including copier
paper), and information processing supplies.

Mare than 2,000 deliveries are made in Canada
each day to a wide variely of markets, including
office users and the graphic arts industry.

Distributes more than 1,2C0 products, including
bags, folding cartons, packaging supplies, plastic
and fcam containers and other disposable ilems,
foil, closures, labels, and cleaning and institu-
tional paper supplies,

Users include restaurants, fast food chains, air-
lincs, hospilals and other institutions; the division
is alsc a significant supplier of plastic packaging
products and equipment.

Manufactures and distributes a wide range of
products including plain and printed paper bags,
folding carlons and impact cushioned bags.

Supplies the foodservice industry, supermarkets,
refail stores, the fish processing ingustry and
agricultural end users.

Inter City is the largest paper merchant jn Can-
ada. It also has the number one market position
in most of the individual Canadian markets it
serves.

Manufactures and distributes a variely of paper
and paper-related croducts for school, home
and office.

Supplies the office market and retail distribution
oullets.

Holds the number one position in most areas of
the market for its products.

Manufactures all types of envelopes, including
courier envelopes, computer diskelle pouches
and cash dispersal envelopes for aulomated teller
machines.

Primarily supplies the office market.

The third largest envelope manufacturer
in Canada.

Manufactures ¥+ prefinished and ¥s” decorative
panels with various surface treatments, including
weodgrain designs and decorative plastic fin-
ishes; industrial hardboard is also made.

Primeg and prefinished lap and panel siding.

Prefinished extruded plastic mouldings and
industrial products.

Al preducts serve the new construction, and
repair and rencvation markels, primarily for
residential, commercial and light industrial
applications.

Sales are made to wholesalers and mass
merchandisers.

The number one producer of Ys”

decorative hardbsard panelling and the second
largest producer of ¥ prefinished hardboard
panelling,

Second largest producer of hardboard siding in
the U.S., serving markets East of the Rockies.

Numker one supplier of these preducts to dealers
and retailers in the U.S.




The Core Business Group performed
well during 1984, achieving a 28 per-
cent increase in sales in response to
improved economic conditions and an
increase in the premium on the U.S.
dollar. Higher levels of demand for news-
print, groundwood papers and kraft pulp
led o a firming of prices and better
capacity ulilization rates. The sole nega-
tive influence came from lumber.

Newsprint

Economic growth, coupled with
increased advertising lineage, led to a
strong 8.1 percent increase in U.S.
newsprint consumption from the pre-
vious year. Combined with a 10.3 per-
cent increase in Canada, total North
American consumption was 8.2 percent
higher than in 1583. Through gains in
market share, however, Abitibi-Price’s
shipments to North American markets
exceeded this growth rate.

The Company's nawsprint production
of 1,721,000 tonnes was up 18 percent
over 1983 production of 1,461,000 ton-
nes. With a further 64,000 tonnes pro-
vided uncer an exclusive marketing
agreement, a total of 1,785,000 tonnes
was available in 1984,

While healthy increases in demand
resulted in improved worldwide oper-
ating rates, considerable excess capacity
persists and only limited progress was
possibie in raising prices to restore pre-
recession margins. The U.S. posted

Core Business Group

price increased to $535 per tonne at
midyear after remaining at or below
$500 since September 1981, A further
increase to U.S. $570 was announced
by Abitibi-Frice in September. The effec-
tive date, originaily January 1, 1985, was
subsequently delayed until April 1, 1985,

Offshore markets showed varying
degrees of growth during 1984, reflec-
ling the condition of regional economies,
and prices improved only marginally late
in the year. In markets where sales are
made in local currencies, net returnsin
Canadian dollars actually declined due
to a strengthening of the Canadian dollar
against those currencies,

Higher operating rates and improved
efficiencies allowed the Company to hold
production costs close to 1983 levels
despite increases in energy and {abour
rates,.

The bulk of expenditures in the 1984
capital program were directed to
improvements in product quality, cost
reduction and environmental compli-
ance. The largest projects were the con-
version of machines at Pine Falls, Man-
itoba, and Thunder Bay, Ontario, to
twin-wire configuration {(improving sheet
formation, appearance, printability and
uniformity) and the installation of a bisul-
phite chemi-mechanical pulping process

K. Linn Macdonald,
Group Vice-President
(left).is responsible

for newsprint and
groundwood papers
manufacturing, lum-
ber and pulp divisions,
woodlands, capital pro-
jects, and research
and development.

John G. Davis,

Group Vice-President,
is responsible for
worldwide sales and
marketing of news-
print and ground-
wood papers.

at the mil! in Chandler, Quebec, to
replace a less efficient system and to
bring the mill into environmental compii-
ance.

The new machines at lroquois Falls,
Ontario, and Augusta, Geargia, which
began preduction in 1983, achieved
planned 1984 output levels and are
progressing well toward maximum
output.

Groundwood Papers

Markets for Abitibi-Price's wide range of
groundwood paper grades showed
cxcellent growth during the year, allow-
ing the Company's mills to run full, pro-
ducing 374,000 tonnes versus 321,000
tonnes in 1983. The strongest markels
were for computer printout paper, direc-
tory paper and heatset offsel printing
papers for newspaper inserts and adver-
tising flyers. The mare {avourable supply/
demand balance during the year
resulted in improved price levels,

The Jonquiére, Quebec, mill operated
at capacity and at satisfactory levels of
efficiency. The startup of the mill at
Beaupré, Quebec, recently converted
from newsprint to groundwood papers,
encountered some difficulties and nor-
mal production levels were not attained
until the fourth quarter.

The sate of an older groundwood
papers mill at Sault Ste. Marie, Ontario,
and the conversion of the Beaupré mill,




Newsprint manufactured by Abitibi-Price in
Canada and the United States reaches
customers around the world through the
Company's international sales organization.
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as well as upgrading of the product mix
at the Jonquiére facility, all combine to
give Abitibi-Price a substantial improve-
ment in both the guality and the cost of
the groundwood papers it produces.

Kraft Pulp

All of the Company's pulping facilities are
integrated with paper milis except for the
mill at Smooth Rock Falls, Ontario, which
prcduces market kraft pulp. Since, in
total, Abitibi-Price’s North American
operations consume slightly more kraft
pulp than the Company produces, it 1
relatively unaffected by fluctuations in
market pulp prices.

In 1984, the Smooth Rock Falls mill
produced 103,000 tonnes of pulp, the
highest level since 1974. Combined with
effective cost containment, this enabled
tha mill to make a much improved con-
tribution to the Group’s overall results.

A small amount of kraft pulp and
paperboard from the kraft products mill
at Jonquiére, Quebec, prior to its sale
early in 1984, brought total kraft pro-
duction to 115,000 tonnes.

Lumber

Although U.S. housing starts were 1.74
million units in 1984, record levels of
lumber production in North America
resulted in considerable excess supply
on the market. Lumber prices were
unacceptably low and the Company's
sawmills experienced a loss.
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In line with the Company's desire to
minimize exposure to the volatile lumber
market, its last non-integrated sawmill,
located at White River, Ontario, was sold
in 1984. Late in the year, lumber opera-
tions at Falardeau, Quebec, were sus-
pended pending an improvement in
market conditions.

Abitibi-Price’s lumber operations pro-
duced 181 million board feet in 1984,
the same volume as in the preceding
year, In addition to the output of its own
mills, the Company sells the production
of three sawmills and one waferboard
plant owned by other companies in
Ontario. Sales of products from these
other mills represented about 65 per-
cent of the total sales of lumber and
waferboard in 1984,

Woodlands

Abitibi-Price’s woodlands operations
manage over 11 million hectares (25
million acres) of forest lands under Com-
pany jurisdiction. In 1984, they supplied
Company mills with approximately 6.8
million cubic metres of wood, about half
of which was harvested from the Com-
pany’s limits and the balance purchased
from third parties.

Protection of the Company’s fibre
base from loss due to insects and fire is
animportant component of responsible
forest management. In 1984, emphasis
was once again placed on control of the
spruce budworm as well as active
involvement in forest fire suppression,

Forest renewal programs under agree-
ments with the provincial governments
of Ontario, Manitoba and Newfoundland
are proceeding successfully and will be
ongoing in 1985, These programs, which
include tree planting and other forms of
regeneration, will ensure a sustained
fibre yield from our forest resources,

QOutlook

Newsprint consumption in 1985 is
expecled to increase by about two per-
cent in North America, resulting in oper-
ating rates slightly higher than those of
1984, Nonetheless, the stiff competition
that exists in most markets will likely
continue,

Newsprint profit margins should
improve for the Company in 1985 as a
result of increased penetration in more
aftractive markets and through con-
tinuing careful control of costs.

The market for groundwood papers is
expected to continue to grow and capac-
ity operations are forecast. With the




Beaupré mill now out of the start-up
phase, increased tonnage will be avail-
able, leading to significantly higher earn-
ings during 198b.

Although a lower contribution from
the kraft pulp operation is expected due
to declining market prices, this will not
have any overall negative impact on the
Company since it is a net buyer of pulp.
Results frem lumber operations wili likely
continue at about the same level,

Capital expenditures for the Core
Business Group will be increased during
19856, In newsprint, emphasis will be on
guality improvement and cost reduction.
Work wilt begin on rebuilding a newsprint
machine at Grand Falls, Newfoundland.
Other major projects include additional
conversions to twin-wire configuration,

The groundwood papers mill at
Jonguiére will be upgraded to produce a
clay-filed supercalendered paper and,
concurrently, cne machine at the Alma
newsprint mill in Quebec will be con-
verted to the preduction of lightweight
catalogue and directory paper, The
project, with an estimated cost of $138
million, will be completed within the next
two years,

Groundwood papers are used in a wide
variety of end products including inserts
for newspapers, weekend supplements,
magazines, telephone directories, com-
puter printout paper and other business
forms.

e A "
" INSIDE: Kow Lite Began...By Carl Sagan .,
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Group

An important contributor to the Com-
pany's results, this group operates within
its own strategic plan, developed t¢ pro-
vide its businesses with the strength and
flexibility to react quickly to changing
markets and new product development.
The underlying goal is that each opera-
tion be the best inits field and a signifi-
cant market participant,

The Group turned in an excellent per-
formance during 1984, as earnings more
than doubled from the previous year and
sales were up 39 percent.

Provincial Papers
The most significant improvement was
the turnaround at Provincial Papers
which moved strongly into the black in
1984, Praduction increased to 121,000
tonnes from 114,000 tonnas in 1983.
Although aided by stronger markets
and prices for fine papers, the turn-
around was achieved primanly because
Provincial has adoptec a more aggres-
sive marketing strategy. Significant cost
savings were also achieved with the
support and involvement of employees.
Provincial's strategy is 10 maximize
returns by upgrading its product mix to
the highest value-added papers that the
Thunder Bay mill is capable of produc-
ing at too quality standards. This will oe
accomolished through further invest-
ments in capital equipment, as well as
product and market development. Pro-
vincial is currently installing adcitional
coating capacity, converting the mill
from the present 80 percent coated pro-
duction to 100 percent by late 1585,

Inter City Papers Limited

inter City, the largest distributor of print-
ing and industrial papers in Canada, had
reccrd earnings, with market share gains
in the commercial printing and food-
service industries. Aggressive sales

12

Diversified Businesses

efforts in the office supplies market,
especially in computer-related products,
also produced encouraging results,

In 1984, Inter City entered the U S,
paper distribution market with the acqui-
sition of Whitaker Carpenter Paper Com-
pany, the largest independent operation
of its type in the Chicago area. Inter City
is also becoming active in rapid growth
markets such as information processing
supplies and plastic packaging.

After year end, a further acquisition
was completed with the purchase of CIP
Daxion Inc. from CIP Inc. CIP Daxion,
with 1984 sales of $111 million, is an
industrial papers districution operation,
supplying paper angd packaging prod-
ucts to hospitals, hotels, restaurants and
other service industries. It will com-
plement the Price Wilson division of Inter
City and will reinforce its nationwide
distribution network for industrial papers
and refated products.

Hilroy
Hilroy is number one in most of its
markets as a Canadlian manufacturer
and distributor of paper-related schoal
and office products. It has the most
productive plant facilities of its type in
Canaoca and cnjoys strong brang namc
recognition ang a sclid reputation for
quality.

In 1984, while holding sales about
even, Hilroy had lower earnings, primar-
ily due to price competition from

Ronald Y. Oberlander,
Group Vice-President,

is responsible for
the Diversified
Businesses Group.

imports. However, the division is taking
steps to aggressively defend its market
share and earnings position.

Canada Envelope

At Canada Envelope, a major reor-
ganization resulted in better profit mar-
gins toward year end and a slight
improvement in operating earnings over
1983. Further gains in earnings are
expected during 1885 due to new prod-
uct introductions and cost containment
programs.

Product development includes courier
envelopes, cash dispersal envelopes for
use with bank automated teller machines,
and ccmputer diskette pouches.

Outlock

Further strong financial performancas
are expected during 1985 from Pro-
vincial and Inter City. A tight supply of
coated papers is likely to continue most
of the year, allowing Provincial good mar-
gins on its sales, Inter City's new product
initiatives and the benefits of recent
acquisitions should provide continuing
high levels of growth.

Arelatively strong improvement in
earnings is also expected from Canada
Envclope and Hilroy. Canada Envelope's
market position should be enhanced by
adding new products and services, while
Hilroy will concentrate on product devel-
opment related to the business and
home markets.




1 The exceptional distribution network 2 The high-quality papers manufactured

operated by Inter City Papers Limited by Provincial Papers comprise a complete
provides a wide variety of printing papers line of coated papers specially designed for
{or the graphic arts industry, information sheet-fed and web offset presses,
processing supplies, industrial paper

products, as well as paper and related 3 Converted products from Hilroy,

products for the foodservice industry, Canada Envelope, and Inter City's con-

verting plant at Lachute, Quebec, come in
many forms and reach censumers across
Canada.

Diversified Businesses Group
Net Sales

{millions of dollars)

80 8l 82 83 84

m Fine Papers
m Converting and Distribution

13



Group

\ U.S. Building Products

)

The U.S. Building Preducts Group gen-
erated record sales and earnings in
1984, While the level of U.S. heusing
starts, at 1,74 millicn units, was an
important factor, resuits also reflect the
lasting benefits of operating efficiencies
introduced during the depressed hous-
ing market of the early 1980Cs.

At that time, the Group hao to be
creative In order to survive. Through a
combination of cost control at plants,
overhead reductions, and the intro-
duction of new products with higher
profit margins, the level of housing starts
required for break-even operaticns was
reduced from 1.5 million units to one
million units,

Hardboard Products

Demand in the repair and renovation
market was strong during the year, but
industry sales of traditional prefinished
woodgrained interior wall panelling did
not reflect this increased demand.
Despite flat sales, however, hardboard
products made a record contribution
to the Group's earnings. An important
factor was the new Glaztile™ line of
moisture-resistant hardboard panelling
with the appearance of ceramic tile,
Acceptance in the marketplace for this

14

product has been excellent. Also adding
to earnings were very effective cost con-
tainment programs.

Hardboard Siding Products

With housing starts in 1984 up slightly
from 1983 levels, thers was good
demand for the siding products made at
the Roaring River, North Carolina, plant.
However, intense competition resuited in
lower selling prices and the profit con-
tribution from siding sales was lower
than in the preceding year.

Plastic Products

The principal product manufactured at
the Middlebury, Indiana, plant is pre-
finished plastic mouldings which com-
bine ease of installation with durability
and aftractive appearance. During 1884,
the Groug's market share for these prod-
ucts increased significantly and this
translated into recard earnings for this
product line,

Charles F. Buckland,
Group Vice-President,
is responsible for the
U.S. Building Products
Group.

Capital Expenditures

The most significant capital investmant
by the Group in 1984 involved a 25
percent expansion at the hardbeard sid-
ing plant in Rearing River, Nerth Caro-
fina, which increased annual capacity to
200 million square feet {700 million
square feet on a &” equivalent basis). A
new finishing line was also added as part
of the project, allowing the plant to begin
manufacturing prefinished lap siding.
Completed in December, the U.S. $8
million project will assist in improving
market share and earnings by providing
a broader line of prefinished siding
products.,

Outlook

The outlook for 1985 is promising,
oespite expectations for a slightly tower
level of housing starts. With new preduct
introductions, continued cost contain-
ment and improved market share in its
various preduct areas, as well as the
announced closure of some siding capa-
city by competitors, the 1.5, Buitding
Products Group is planning for its third
consecutive year of inCreased earnings.




Products for the home construction indus-
try, such as extruded plastic mouldings,
Glaztile” decorative panelling, and hard-
board siding, are manufactured by the U.S.
Building Products Group.

U.S. Building Products Group
Net Sales

{millions of dollars)
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Strategic Plan

During the recent deep recession,
Abitini-Price was able o remain profit-
abie and financially stronger than most
of the Canadian forest products industry.
Much of the credit for this rests with the
impiementation of the strategic plan, for-
muiated in 1979, which established the
Company's direction for the five-year
cycle that has just come to a close. This
report summarizes for the Shareholders
the Company’s achieverments in the con-
text of its planning objectives in three
major areas—modernization, rationaliza-
tion and expansion.

Modernization

A major objective was to commit our
capital and energies to improving quality
and cost-competitiveness in the Com-
pany’s key businesses—the businesses in
which the Company was a majer par-
ticipant by virtue of its size and expertise
and to which it was committed for the
long term.

Foremost among these is newsprint.
As the world's largest producer of news-
print, Abitibi-Price is committed to
ensuring that its product meets the
changing quality requirements of its cus-
torners. In 1979, the Cormpany had 24
fourdrinier newsprint rmachines, none of
which had the twin-wire formers that
have become so important in preducing
the high quality paper demanded by
medern printing techniques. Today there
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are 19 machines, three of which are new
world-ciass twin-wires. Eight other
machines have been or are being fitted
with top-wire formers, which essentially
give them twin-wire configuration and
performance. Over the same pericd,
annual capacity has increased by about
200,000 tonnes, or 12 percent,

The Company is also a significant fac-
tor in the rapidly expanding groundwood
papers market, as the largest producer
of inese grades in Nerth America. To
sclidify our position in this high-growth
market, the newsprint mill at Beaupré,
Quebec, was converted tc a modern
groundwooo papers mill at a cost of
$106 miflion. As the mill approaches full
production, quality and productivity
advantages are being realized.

Other significant capital improvements
have been made throughout our mills
and plants, including the installation of
new pulping processes and computer-
ized control systems on our paper
machines. This program has resulted in
major cost reductions and energy sav-
ings, while providing significant improve-
ments in quality and productivity.

J. lan McGibbon,

Group Vice-President,

is responsible for cor-
porate planning and
development, indus-
trial relations, per-
sonnel, corporate
communications, and
mineral resources.

Rationalization

To ensure that every expenditure of capi-
tal and effort contributed to growth and
profitability, it was important to dispose
of operations that were unprofitable or
had limited future potential within the
Company's stralegic direction. Fifteen
divestitures and closures since 1979
have eiiminated virtually all incompatible
operations. Among these were all the
Company’s non-integrated sawmills,
greally reducing exposure to the volatility
of the lumber market.

Expansion
While modernization was the top priority,
it was also an objective to identify and
pursue opportunilies for profitable
expansion either internally or through
acquisition. During the five-year period,
the capacity at the Augusta, Georgia,
newsprirnt millwas more than doubledina
joint venture partnership with Thomson
Newspapers Limited; extruded plastic
moulding capacity at Middlebury,
Indiana, was doubled; hardboard siding
capacity at Roaring River, North Caro-
lina, was also doubled in a two-stage
expansion project; and a new newsprint
mill was established at Stephenville,
Newfoundland, by converting a former
finerboard milt we acquired,

At the same time, the paper and
related product distribution businesses




have broadened their product lines and
increased market penetration, doubling
sales gver the last five years. In 1983,
Inter City Papers started up its Azerty
operation in Buffalo, N.Y., to distribute
information processing supplies. in
1984, intial entry into the U.S. paper
distribution market was achieved by the
acquisition of Whitaker Carpenter Paper
Company, the largest independent
paper distributor in the Chicago area.

To achieve these cbjectives, the Com-
pany anticipated a total investment of $1
billion during the five years. Including the
$126 million spent during 1984, capitat
expenditures for the last five years tolal
$918 million. With our $166 million
share of the amount invested in the
Augusta joint venture, we are well over
the $1 billion mark-without sacrificing
balance sheet strength.

We have monitored the plan on an
ongoing basis to ensure its responsive-
ness to changing conditions and oppaor-
tunities. In our most recent review, we
aftirmed that our fundamental direction
remains sound, although understandably
the emphasis is changing. As we move
forward into 1985 and beyond, dives-
titures will not play a major part in our
plans since most of the necessary

changes have been made, Moderniz-
ation projects will continue as required,
but the largest portion of our invest-
ments will be concentrated on develop-
ing areas with high growth and profit
potential.

Consistent with this objective, we
intend to enrich and increase the mix of
higher value-added printing papers in
our Core Business Group, and to accel-
erate growth in our Diversified Busi-
nesses and U.S. Building Products
Groups through internal expansion and
suitable acquisitions. -

A number of initiatives are already

under way or provided for. These include

plans to upgrade or replace the remain-
ing eight newsprint machines that have
not yet been upgraded; the moderniz-
ation of the Jonquiére, Quebec, ground-
wood papers mill and the introduction of
some grades of groundwood papers at
the Alma, Quebec, mill; the move to

100 percent coated paper production by
Provincial Papers; and the recent acqui-
sitions by the Diversified Businesses
Group.

By the end of the next five-year
period, we expect not only that all of our
businesses will occupy the most profit-
able market positions available to them,
but that more of a balance will exist
between the contributions from our pri-
mary forest products operations and our
diversified and U.S. building preducts
businesses.
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Financial Review

The turnaround in the North American
economy, higner operating rates, price
improvements, cost restraints and the
further sirengthening of the U.S. dollar
against the Canadian dellar, all cen-
tributed to higher sales and earnings in
1984,

At $2,137.2 million, 1384 sales reflec-
ted a 29 percent improvement over
1983 sales of $1,6¢0.2 million. Earnings
before extraordinary items increased 90
percent to $72.3 million, or $3.07 per
common share, from $38 million or
$1.44 per share in 1983. After an extra-
ordinary loss of $2.2 million resuliing
frem the sale of the groundwood
papers mill at Sault Ste. Marie, Ontario,
and the sawmill at White River, Ontaric,
net earnings far the year 1984 were
$70.1 million or $2.97 per share. There
were no extraordinary items in 1983,

Excluding extracrdinary items, the rate
of return an average capital employed
increased to 6.8 percent in 1984 frum
3.6 percent in 1983 and the return on
average ccmmon shareholders’ equity
rose 1o 8.3 percent from 4.1 percent,

With over half of the Company's sales
made in U.S. funds, earnings are very
sensitive to changes in the relationship
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between the Canadian and U.S. dellars.
From 1983 to 1984, the average value of
the U.S. dollar increased six cents
against the Canadian dollar and this, net
of the effect of a weakening in the local
currencies in which the Company sells
newsprint to the European market, con-
tributed approximately $23 millicn, or
$1.10 per common share, to the
improvement in 1584 earnings.

As a percentage of before-tax earn-
ings, income taxes increased to 27.2
percent in 1984 from 1.7 percent in
1983, This was largely due to the
improverment in earnings and the fact
that investment tax credits do not fluctu-
ate with the level of earnings.

Commeon share dividends declared
during 1984 totalled $1.20 per share,
consisting of two quarterly dividends of
20 cents followed by two dividends ¢f 40
cents. This compares with three divi-
dends of 20 cents, totalling 60 cents per
share, declared in 19832. Common
shareholders elected to receive a signifi-
cant portion of their 1884 dividends in

J. Kenneth Stevens,
Senior Vice-President,

Finance, is responsible

for all financial func-

tions as well as infor-
mation systems and

investor relations.

the form of stock dividends, which
accounts for practically all of the
increase in common shares outstanding,
from 20.7 million at the end of 1983 to
21.3 million at the end of 1984. The first
quarterly common share dividend for
1985 was declared in January at the rate
of 40 cents,

Capital expenditures for the year 1984
totalled $126.3 million, excluding
expenditures relating tc the Augusta,
Georgia, newsprint mill of the joint ven-
ture partnership which is accounted for
by the equity method. Most of the 1584
expenditures were directed toward the
Company’s program of modernization
and improvement in preduct quality.
Comparable expenditures for the year
1883 amounted to $165.2 million and
incluged the completion of construction
of two major projects—the new newsprint
machine at Iroguois Falls, Ontaric, and
the conversion of the Beaupré, Quebec,
mill [rom newsprint to groundwaood
papers.

With the completicn of the start-up
pericd for these major projects, the
Company has started charging earnings
with depreciaticn and with interest which




previously was capitalized. Similarly,
since the completion of the start-up
period for the new newsprint machine at
Augusta, Georgla, joint venture income
has been charged with depreciation and
interest.

Of the U.S. $70 million cumulative
term loan arranged with several banks in
1983, .S, $7.1 million was drawn down
during 1984 to refinance certain sinking
fund and other long-term debt repay-
ment obligations. A $100 million revolving
term lcan, which had been arranged in
1982 and against which only a nominal
$1,000 had been drawn down, was can-
celled by the Company in 1984,

In the month of December, the Series
D and E Preferred Shares which
remained outstanding were redeemed,

At the end of the year, the Company's
working capital ratio was 2.6:1, com-
pared to 2.7:1in 1983, and its debt/
equity ratio of G.46:1 was the same as
the preceding year.

Return on Capital and
Common Equity

{percent)
180
16.1
11.2
10.3
- 83
63
5.9
15 41
&0 8l 82 83 B4
Return on

Average capital employed
Average common shareholders’ equity

Net Sales by Product

{millions of dollars) 1984 1683
Newsprint $ 9464 $ 7243
Groundwood papers 274.3 185.8
Kraft products 53.8 519
Lumber 109.7 108.4
Total Core Business Group 1,384.2 1,080.4
Fine papers 1084 83.7
Converting and distribution 469.8 331.7
Total Diversified Businesses Group 578.2 4154
U.S. Building Products Group 174.8 164.4
Total all products £2,137.2 $1.660.2
Net Sales by Quarter
{millions cf dollars) 1984 1983
1st Quarler $ 4708 $ 3873
2nd Quarter 586.6 447.8
3rd Quarler 546.3 398.7
Ath Quarter 5335 426.4
$2,137.2 $1,6680.2
1984 1683

Earnings before Extraordinary

Items by Quarter % Millions Per Share

$ Millions Per Share

st Quarter $10.4 $ .40 $ 20 FLONL
2nd Quarter 23.0 1.02 11.9 A7
3rd Quarter 15.3 .63 9.0 34
Ath Quarter 23.6 1.02 15.1 .64
§72.3 $3.07 $38.0 $1.44

1984 1683

Capital Employed

at December 31 $ Millions  Percent  $ Millions  Percent
Common shareholders’ equity $ 805.7 515 % 747.7 508
Preferred shareholders' equily 104.2 6.7 1138 7.8
Total shareholders’ equity 909.9 58.2 861.% 58.7
Long-term debt 4199 26.8 395.1 26.S
Deferred income taxes 209.3 134 191.8 13.1
Minority interest 251 1.6 19.5 13
Total capital employed $1,564.2 100.0 $1.467.9 100.0
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Consolidated Earnings

Year ended December 31

{thousands of dollars) 1984 1983
Net sales $2,137,169 $1,660,180
Joint ventures—newsprint (note 3) {5,289 1,917
-mining (1,639) (729}
Interest and other income 22,943 27,216
2,153,184 1,688,584
Cost of sales 1,788,676 1,441,569
Selling and administrative expenses 132,930 114,795
Depreciation and depletion 76,825 £8,602
Exploration costs 2,267 1,497
Interest cn long-term debt (note 7} 40,396 18,903
Other interest 1,229 83/
2,042,323 1,646,703
110,861 42,381
Income taxes (note 4) 30,182 705
80,679 41,676
Minority interast 8,353 3,063
Earnings befcre extraordinary items 72,326 38,013
Extracrdinary items (note 5) (2,188) -
Net earnings $ 70,138 $ 38,013
Per Common Share:
Earnings before extraordinary items $ 3.07 3 1.44
Net earnings 297 1.44
Consolidated Retained Earnings
Year ended December 31
(thousands of dollars) 1984 1983
Retained earnings at beginning of year $ 634,196 $ 616,045
Net earnings 70,138 38,013
704,334 554,058
Dividends declared—
Preferred Shares {8,053) (7,424)
Commcn Shares {25,003) (12,438}
Retained earnings at end of year $ 671,278  § 634,196
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Changes in Consolidated Financial Position

Year ended December 31

{thousands of dollars) 1984 1983
Financial resources provided by
Earnings before extraordinary items $ 72,326 $ 38,013
Depreciation and depletion 76,825 68,602
Deferred income taxes 16,896 3,697
Losses (earnings of joint ventures after dividends 7,171 (522)
Minority interest 8,353 3,663
QOther {2,753) (3,374)
Funds from ¢perations 178,818 110,079
Extraordinary items—
Sale of operating units, less working capital of $4,555,000 19,723 -
Less: Notes and preferred shares received as partial consideration (7.400) -
Net increase in long-term debt 4,744 5,882
Government capital grants 11,969 19,542
Disposals of fixed assets 4,812 16,897
Other 1,567 2,093
214,233 148,493
Financial resources used for
Additicns 1o fixed assets 126,253 165,256
Contribution to newsprint joint venture 11,538 3,737
Dividends declared-
Freferred shareholders 8,053 7,424
Common shareholders 25,003 12,438
Less: Paid in form of Common Shares (15,700) (95)
Minority shareholder of a subsidiary company 2,826 3,646
Acguisition of a subsidiary company, less working capital
of $4,137,000 5,065 -
Increase in long-term receivables 16,309 437
Retirement of preferred shares 9,620 8,674
188,967 201,516
Increase (decrease} in working capital 25,266 (53,023)
Working capital at beginning of year 384,256 437,279
Working capital at end of year $409,522 $384.256
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Consolidated Balance Sheet

December 31
(thousands of dollars) 1984 1983
Assets
Current assets
Cash and short-term investments $ 41,228 $ 80,462
Accounts receivable 292,347 260,081
Inventories (note 6) 326,750 298,463
Prepaid expenses 6,660 7,751
666,985 616,757
Fixed assets
Property, plant and equipment 1,546,822 1,512,565
Logging equipment and development 89,979 83270
Timber limits and mineral and water power rights 31,411 32,999
1,668,212 1,638,834
Less—accumulated depreciation and depletion 657,941 645,259
1,010,271 993,575
Other assets
Equity interests in joint ventures—
Newsprint (note 3) 39,981 31,480
Mining 10,834 12,716
Unrealized loss on translation of long-term debt
payable in U.S. funds {note 1(b)) 46,661 27,425
Investments at cost, long-term receivables and
other assets 46,927 18,465
144,403 90,086
$1,821,659 $1,700,418

The financial statements have been
approved by the Board:

Director Director
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1984 1983
Liabilities
Current liabilities
Bark lgans $ 4,049 3 6,210
Accounts payable and accrued liabilities 234,395 216,361
Income and other taxes payable 12,983 4072
Dividends payable 1,437 1,229
Long-term debt due within one year (note 7) 4,599 4,629
257,463 232,501
Long-term debt {note 7) 419,944 395,102
Deferred income taxes 209,331 191,762
Minority interest 25,056 19,529
Shareholders’ equity
Stated capital (note 8)
Preferred Shares-
Series A— 144,300 shares (1983 148,000 shares) 7,215 7,4C0
Series B— 440,000 shares {1983-480,000 shares) 22,000 24,000
Series C-1,500,000 shares 75,000 75,000
Series D- - shares (1983-137,500 shares) - £,875
Series E- - shares (1983- 22,790 shares) - 570
Class A Shares - -
Common Shares—21,310,129 shares (1983-20,733,315 shares) 121,239 105,161
Retained earnings 671,278 634,196
Deferred foreign currency translation gain {note 1(t)) 13,133 8,322
909,865 861,624
$1,821,659 $1,700,418
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Notes to Consolidated
Financial Statements

1 Summary of significant accounting policies

(a) Principles of consalidation

The financial statements consolidate the
accounts of Abitibi-Price Inc. and all
companies in which it holds more than a
0% interest. Investments in joint ven-
tures are included in the financial state-
ments in accordance with the equity
method of accounting.

(&) Transiation of foreign currencies
The assels and liakilities of self-
sustaining foreign subsidiaries and attili-
ates are translated to Canadian funds at
year-end exchange rates and the
resulting unrealized exchange gains or
losses are deferred in shareholders’
equity. The earnings siatements of such
operalions are translated at exchange
rates prevailing during the year.
Monetary assets and liahilities of
domestic companies and integrated for-
eign subsidiaries which are denominated
in foreign funds are translated to Cana-
dian funds at year-end exchange rates,
non-monetary assets are translated at
historical rates, and transactions included
in earnings are translated at rates pre-
vailing during the year with the exception
of depreciation which is translated at
historical rates. Exchange gains or losses

are included in earnings with the excep-
tion of the unrealized gain or loss on
translation of long-term debt payable

in U.S. funds which is deferred and is
hedged by an income stream denomi-
nated in U.S. funds.

(c) Inventories

[nventories of finished products, work in
process and materials and operating
supplies are valued at 1he lower of aver-
age cost and net realizable value. Inven-
tories of pulpwood and sawlogs are
valued at average cost.

(d) Fixed assets and depreciation

Fixed assets are recorded at cost, which
includes capitalized interest and prepro-
duction and start-up costs. Grants
received under government programs
relating to capital expenditures are
credited to fixed assets.

Depreciation is provided at rates con-
sidered adeguiale to amortize the cost
over the preductive lives of the assets.
The principal asset category is primary
preduction equipment which is depreci-
ated over 20 years on a straight-line
basis.

{e) Pension costs

Current service pension costs are charged
to earnings and funded as they accrue.
Past service costs are charged to earn-
ings and funded over periods not fonger
than those permitted by the various
regulatory bodies.

{f) Income faxes
Earnings are charged with income taxes
relating to reported profits. Differences
between such taxes and taxes currently
payable, which result from timing ditter-
ences between the recognition of income
and expenses for accounting and for tax
purposes, are reflected as deferred
income taxes in the financial statements.
nvestment tax credits are accounted
for using the “flow-through” method
which recognizes the tax benefit in the
year in which the eligible capital
expenditures are made. In July 1984,
The Canadian Institute of Chartered
Accountants recommended that, effec-
tive in 1985, investment tax credits be
amortized over the period during which
the related assets are to be cepreciated
for accounting purposes.
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2 Segmented Information (milions of dollars)

Building Products

Business Segments Pulp and Paper and Lumber Consolidated
1984 1983 1984 1983 1984 1983
Net sales
Newsprint $ 9464 & 7243 $ $ $ $
Groundwood papers 274.3 195.8
Kraft products 53.8 51.9
Lumber 109.7 108.4
Fine papers 108.4 83.7
Converting and distribution 469.8 331.7
Building products 174.8 164.4
Total sales $1.852.7 $13874 $ 2845 % 2728 $2,137.2 %1,660.2
Operating profit before '
depreciation and depletion $ 2267 $ 1187 $ 253 $§ 267 % 2520 $ 1454
Depreciation and depleticn (64.3) (55.0) (12.5) {13.6) (76.8) 68.6)
Operating profit $ 1624 & 637 % 128 § 131 175.2 768
Mining and exploration (3.9} 2.2)
interest and other income 229 27.2
General corporate expenses (41.7} (39.7)
Interest expense (41.6) (19.7)
Income taxes (30.2) .7
Minority interest (8.4) (3.7}
Earnings before extraordinary items $ 723 % 380
Total assets—identifiabie $1.441.2 $1,337.1 $ 2236 % 2234 $1,664.8 $1,560.5
—general 156.9 139.9
~total $1,821.7 $1,700.4
Additions to fixed assets—icentifiable $ 1060 $ 1582 % 171 % 60 % 1231 § 1642
—general 3.2 1.1
—total $ 1263 % 1653
Geographic Segments Canada USA. Consolidated
1984 1983 1984 1983 1984 1983
Net sales $1,676.7 $1,391.4 $ 4605 $ 2688 $2,137.2 $1,660.2
Operating profit $ 1540 $ 5/8% 212 % 190 % 1752 $ 768
Total assets—identifiable $1,427.1 $1,3643 $ 237.7 $ 1962 $1.6648 $1,5605
—general $ 1569 $ 1399
~total $1,821.7 $1,700.4
MNotes: (2) Canadizn operations include sales to the U.S.
(1) Geographic segments reflect Lhe location of the  market of $786.6 million {1983-$624.6 mil-
Company’s production facilities. lian} and other expaort sales of $185.1 million

(1983-%146.4 million).
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3  Newsprint joint venture

The Company's 50% share of the earn-

ings {loss) and net assets of the joint

venture newsprint operation at Augusta,
Georgia, is as follows:

1984 1983
{3000's} ($000's)
Revenue $ 81,663 $ 38,647
Expenses 86,952 36,730
Earnings (loss) $ (5,289) $ 1,917
Assets $208,916 183,646
Liabilities 168,935 162,166
Net assets $ 39,981 $ 31,480
Liabilities include $157,821,000 Under a marketing agreement, the joint
(1983-5152,168,000) representing venture's newsprint production is sold
50% of long-term borrowings, without through a wholly-owned sales subsidiary
recourse to the partners, which were of Abitibi-Price Inc.
arranged to finance the installation of a
second newsprint machine and related
facilities at the Augusta mill,
4 Income taxes
The Comparny’s effective income tax rate is as follows: 1084 1983
{$000's) ($000's)
Earnings before income taxes, minarity interest and
extracrdinary items $110,861 $ 42,381
Income taxes 30,182 705
Effective income tax rate 27.2% 1.7%
Made up of:
Combined basic Canadian federal/provincial income tax rates 46.4% 43.7%
Increase {decrease) resulting from—
Manufacturing and processing allowances (4.2) (2.1
Investment tax credits (7.6) 21.7)
Inventory allowances {2.4) (6.4)
Capital gains and other recuced rate transactions (4.1) 8.0)
Higher {lower) effective tax rates on earnings of foreign subsidiaries 0.4 (3.5
Other (1.3) (0.3)
Effective income lax rate 27.2% 1.7%
5 Extraordinary items 1984 1983
($000's) {BOC's)
Net loss on sales of groundwood papers mill at Sault Ste. Marie, Ont.,
and sawmill at White River, Ont., after income tax credit of $789,000 $ 2,188 $ -
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6

Inventories

1984

1983

($000's) (300C's)
Finished products and work in process $133,198 $101,250
Pulpwocd, sawlogs and expenditures an current logging aperations 131,831 131,683
Materials and aperating supplies 61,721 65,530
$326,750 $298,463
7 Long-term debt 1984 1983
{$000's) ($CO0's)
Abitibi-Price Inc.:
Sinking Fund Debentures (secured)—
5VYa% Series A, maturing 1985 (UJ.5. $5,150,000) $ 6,807 $ 7,435
7Y¥4% Series B, maturing 1987 5,250 5,826
9%¥4% Series D, maturing 1990 7,500 8,227
10V2% Series £, maturing 1985 35,275 35,275
11% Series F, maturing 1995 10,878 11,378
113/8% Series G, maturing 1995 (U.S. $44,000,000) 58,155 59,731
10.15% Series H, maturing 2000 (1J.S. $135,000,000) 178,429 167,994
15%4% Debentures Series |, maturing 1991 (secured)
(U.S. $50,000,200) 66,085 62,220
Abitibi-Price Finance Inc.:
Floating Rate Revalving/Term Loan - |
Abitibi-Price Refinance Inc.:
Floating Rate Cumulative/Term Loan (1J.5. $11,611,000) 15,346 5,600
Abitibi-Price Corporation:
7%8% Instalment Notes, maturing 1983 (1J.S. $6,000,000) 7.930 8711
6Y2% |Industrial Revenue Bonds, maturing 1992 (secured)
{U.S. $2,528,000) 3,341 3712
The Price Company Limited:
6¥3% Sinking Fund Debentures Series B, maturing 1987 9,747 11,640
Gaspesia Pulp and Paper Company Ltd.:
5¥2% Sinking Fund Notes, maturing 1985 (U.S. $1,130,000; 1,494 2,787
6% Sinking Fund Notes, maturing 198€ (U.S. $800,000) 1,057 1,593
Floating Raie Revalving Loan (U.S. $7,892,000) 10,431 €162
Sundry indebtedness 6,818 1,339
424,543 399,731
Less: Amount due within one year, less amaunts to
be refinanced 4 599 4629
$419,944 $395,102
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Abitibi-Price Refinance Inc. has entered
into a loan agreement with certain banks
which enables it {o borrow on a cumu-
lative basis up to U.S. $70,000,000, or
its Canadian equivalent, in order to refin-
ance certain sinking fund and other long-
term debt repayment cbligations during
the period ending December 31, 1986,
with the balance of the loan outstanding
at that date to be repaid not later than
December 31, 1993, Interest is &1 rates
approximating bank prime for Canadian
funds borrowings and at rates approxi-
mating U.S. base rate, U.S. dollar bank-
ers' acceptances or LIBOR for U.S.
funds borrowings. To secure repayment
of the loan, Abitibi-Price Inc. has issued
and pledged a Series K Debenture
{secured).

The Series E Debentures which were
to mature in 1995 will now mature on
March 1, 1985 as a result of holders
exercising their right to eiect prepayment
on that date. These Debentures will be
refinanced in 1982 through Abitiki-Price
Refinance Inc.

Abitibi-Price Inc, has effectively guar-
anteed payment of outstanding long-
term debt of Abitibi-Price Corporation
amounting 10 U.5. $8,528 000 at
December 31, 1984, As security for its
guarantee of the 73/8% Instalment
Notes, Abitibi-Price Inc. has issued and
pledged 7%5% Series C Debentures
(secured).

Gaspesia Pulp and Paper Company
Ltd. has entered into a loan agreement
with a bank which enables it to borrow
an a revolving basis up to U.S.

$25,000,000 to September 19, 1993, at
which time any outstanding balance
becomes due. Interest is at rates approx-
imating L.S. prime, U.S. dollar bankers’
acceptances or LIBOR.

Sinking fund and other long-term
debt repayment obligations for the years
1986 to 1989 are estimated to be
$3,786,000, $34,110,000,
$24,448,000 and $20,186,000,
respectively, after deducting amounts
to be refinanced in 1986 through
Abitibi-Price Refinance Inc.

During the year ended December 31,
1984, interest of $6,345,000 has been
capitalized on major capital additions
{1983-%$24,68¢6,000).

8 Stated capital

The Company is governed by the Can-
ada Business Corporations Act and is
authorized to issue an unliimited number
of Preferred Shares, Common Shares
and Class A Shares.

7Y% Cumnuiative Redeernable
Preferred Shares Series A-

The Series A shares, which were issued
at $50 per share, are redeemable at $51
per share. During 1984, 3,700 shares
with a book value of $185,000 were
purchased at a cost of $145,000 and
cancelled {1983-5,200 shares with a
book value of $295,000 at a cost of
$219,000).

10% Cumutative Redeemable Preferred
Shares Series B-

The Series B shares, which were issued
at $50 per share, are required to be
retired at the rate of 40,000 shares
annually through the operation of a
cumulative sinking fund by redemption
at $50 per share and/or open market
nurchases. The shares are otherwise
redeemable at $50.50 per share to and
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inctuding June 15, 1985 and at $50 per
share thereafter. During 1984, the sink-
ing fund provisions were met by the
purchase of 40,000 shares with a book
value of $2,000,000 at a cost of
$2,022,000 (1983 -the sinking fund pro-
visions were met by the purchase of
7,313 shares in 1982 at a cost of
$311,000 and the purchase of 32,687
shares in 1983 at a cost of $1,572,000).

Floating Rate Preferred Shares Series C-
The Series C shares, which were issued
at $50 per share, are redeematile by the
Company at $50 per share and they are
retractable at the option of the holders at
$50 per share on January 1, 1990. The
shares provide for a dividend payable at
a floating rate of one-half the average
prime rate of the five largest Canadian
chartered banks plus 1%, with a max
imum dividend rate of 9% per annum,

Preferred Shares Series D

The Series D shares were issued at $50
per share. Under the terms of issue,
137,500 shares were redeemed at $50
per share on December 31, 1983 and

the remaining 137,500 shares were
redeemed at $50 per share on Decem-
ber 31, 1984. No dividend was payable
in respect of these shares.

$2.17 Convertible Preferred Shares
Series F-

The Series E shares, which were issued
at $25 per share, were fully retired by
the end of 1984, During the year, share-
holders exercised the conversion privi-
lege with respect to 15,170 shares with a
book value of $379,000 and received
13,768 Common Shares at the con-
version price of $27.50 per share with a
conversion value of $378,000. In
December, the remaining 7,620 shares,
with a book value of $191,000, were
redeemed by the Company at the
redemuption price of $26.25 per share
for a cost of $200,000. (In 1983, 200
shares with a book value of $5,000 were
converted @ 181 Common Shares with a
cenversion value of $5,000 and 170
shares with a book value of $4,000 were
purchased at a cost of $3,000 and
cancelled.)



Number of

Common Shares and Class A Shares- Common Shares $000's
Outstanding at December 31, 1983 20,733,315 $105,161
lssued-
Under stack dividend electicns by Common shareholders 557,962 15,700
Under the terms of the Key Employees’ Stock Option Plan 5,084 -
On conversion of Preferred Shares Series E 13,768 378
Cutstanding at December 31, 1984 21,310,129 $121,23%

The directors are permitted to give
Common sharehaolders the right to elect
lo receive all or part of any dividends

in the form of stock dividends of either
Common Shares ¢r Class A Shares in
lieu of cash dividends. Stock dividends
payable in the form of Common Shares
shall comprise the number of Common
Shares which has a value, as deter-

mined by the beard of directars, that is
substantially equal to the cash dividend
otherwise payable, with cash to be paid
for any fractional share interest unless
the board of directors shall otherwise
determine. Stock dividends payable in
the farm of Class A Shares shall have a
value per share equal to the cash divi-
dend declared at the time and shall be

redeemed by the Company within 15
days of issue.

Under elections made by Common
shareholders relating to dividends paid
during 1984, the Company issued
557,962 Common Shares with a value
of $15,700,000 and Class A Shares with
a value of $13,000. The Class A Shares
were redeemed on issue.,

9 Lease commitments

The Company and its subsidiaries have
entered into operating leases to charter
ships and lease equipment and property
for various periods up t¢ the year 2003

at rentais aggregating approximately

$93,527,000. Minimum payments under

these leascs are as follows:

$020's

1985 $ 13716
1986 13,622
1987 12,877
1988 11,834
1989 7.822
Remaining years 33,556
$ 93,527
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10 Pensicn plans

The Company and its subsidiaries main-
tain a number af pension plans, with
most employees participating in con-
tributory plans that provide pensions

based on length of service and final
average earnings.

Accumulated ptan benefits and
plan net assets were as follows at
December 31, 1984:

$000's
Actuarial present value of accumulated plan benefils, based on
current service and compensation levels—
Vested $377,200
Non-vested 45800
$423,000
Net assets available for benefits, at market value $538, 200

Based on projections of employees’
compensation levels to time of retire-
ment, actuarial estimates indicate that
the present value of the unfunded obli-
gation for pension benefits relating to

past service was $43 million at Decemn-
ber 31, 1984. This balance is being
funded and charged to earnings over a
period not exceeding 15 years.

11 Subsequent event

On February 13, 1985, the Company
entered into an agreement to acguire
CIP Daxion Inc., a distributor of industrial

paper and packaging products, for
a consideration of approximatety
$29 million.

Auditors’ Report

To the Shareholders of Abitibi-Price Inc.:

We have examined the consolfidated
balance sheet of Abitibi-Price Inc. as at
December 31, 1984 and the consoli-
dated statements of earnings, retained
earnings and changes in financial pcsi-
tion for the year then ended. Our exam-
ination was made in accordance with
generally accepted auditing standards,
and accordingly included such tests and
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other procedures as we considered nec-
essary in the circumstances.

In our opinion, these consalidated
financial statements present fairly the
financial position of Abitibi-Price Inc. as
at December 31, 1984 and the resulis of
its operations and changes in its financia
position for the year then ended in
accordance with generally accepted

accounting principles applied on a basis
consistent with that of the preceding year.

e VL e,

Chartered Accountants
Toronto, February 14, 1985



Six-year Financial Review

1984 1983 1982 1981 1980 1979
Sales and earnings ($ millions)
Net sales $2,137.2 $1.660.2 $1.634.3 $1.763.4 $1.364.7 $1.470.9
Joinl ventures—newsprint {5.3) 1.9 2.0 - A 2.4
—mining (1.6) .7 (2.2) {4y 18.4 25.3
Interest and other income 229 27.2 335 24.0 26.4 9.2
Cost of sales 1,788.7 1,441.6 1.354.4 1,356.2 1,076.9 1.136.7
Selling and administrative expenses 1329 114.8 121.8 117.8 B8 934
Deprecialion and depletion 76.8 £8.6 70.1 61.7 533 49.5
Exploration costs 23 1.5 2.7 46 39 2.4
Interest on long-term debt 40.4 189 26.3 28.2 258 19.9
Cther interest 1.2 8 1.4 - 3 8
Income taxes 302 v 224 872 51.9 80.5
Minority interest 8.4 3.7 6.1 7.8 4.8 5.7
Earnings before exlraordinary iterns 723 38.0 639 123.4 94.3 1188
Extraordinary items (2.2) - (2.6) 12.3 18.0 336
Net earnings 70.1 380 61.3 135.7 112.3 152.4
Dividends declared (% millions)
Preferred shares $ 8.1 % 7.4 ¥ 108 $ 100 % 98 % 9.1
Common shares 25.0 12.4 31.1 33.1 30.1 28.0
Capital expenditures (3 millions) 5 1263 $ 1653 $ 1879 } 207.0 $ 2310 % 1535
Financial position (3 millions)
Workinp capital $ 4095 $ 3843 $ 437.3 $ 4614 § 4143 $ 339.1
Fixed assets, net 1,010.3 593.6 9179 837.1 730.0 594.1
Long-lerm debt 4199 395.1 3858 388.9 360.7 237.7
Deferred income taxes 209.3 191.8 187.6 174.7 127.9 1054
Mincrity inlerest 251 195 19.5 16.6 18.1 245
Preferred shares 104.2 1138 122.7 130.8 139.9 143.0
Common shareholders' equity 805.7 747.7 7211 7015 560.4 4870
Per common share
Earnings before extraordinary items $ 3.07 3 144 %  2.60 $ 556 $ 450 $ 5HE&7
Net earnings 2.97 1.44 2.47 6.16 5.46 767
Dividends declared 1.20 .60 1.20 1.60 1.60 1.50
Cormnmon shareholders’ equity 37.81 36.06 34.80 33.87 29.79 26.04
Return on average capital employed 6.8% 3.6% 5.9% 11.2% 10.3% 14.4%
Return on average commaon
shareholders’ equily 8.3% 4.1% 76% 18.0% 16.1% 25.5%
Rztic of long-lerm debt to total equity 46 A6 A6 47 51 38
Number of employees (year end) 14,793 15,141 14,641 17,781 17,287 18,279
Primary Production
Groundwood Kraft Fine Hardboard
Newsprinl * Papers Products Lumber Papers {msf—
{fipures in thousands) (tonnes) {lonnes) {tonnes} {mfbm) {tonnes) equivalent)
Preduction
1979 1,779 336 224 360 183 983
1980 1.546 201 136 244 178 824
1981 1,788 308 188 291 154 878
1982 1,512 321 173 140 101 G842
1983 1,461 321 173 181 114 1,113
1984 1,721 374 115 181 121 1,111
Capacity—1985 1,835 360 108 182 127 1,249

*Newsprint figures include the lolal proguction of
the 50%-owned joint venture at Augusta, Gecrgia,
bul exclude tonnage made available under an
exclusive marketing agreement during the years

following the sale of the company’s 50% inlerest
in a newsprinl machine al DeRidder, Louisiana, at
the end of 1980.
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tMarcel Bélanger, o.c.
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Quebec, Quebec
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Toronto, Ontaric
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Chief Executive Officer
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Toronto, Ontario
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Toronto, Ontario
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Olympia & York
Developments Limited
Toronto, Ontario

“*Albert Reichmann
President
QOlympia & York
Developments Limited
Toronto, Ontario
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Developments Limited
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Annual general meeting

The annual meeting of shareholders of
Abitibi-Price Inc. will be held in
Commerce Hall, Concourse Level,
Commerce Court West,

Toronto, Canada,

on Manday, April 15, 1985

at 10:00 a.m.

Common share information
Common shares of the Company are
listed on the Montreal, Toronta and
Vancouver stock exchanges and traded
under the ticker symbol A.

Valuation Day (December 22, 1971)
share prices:

Common

712% Cumulative redeemable
preferred, Series A

$ 7.25

$49.50

The Company has a dividend opticn plan
under which shareholders may choose
to receive their dividends in cash,
common shares of the Company or
Class A shares of the Company,

Transfer agents and registrars
Montreal Trust Company

Toronto, Montreal, Vancouver, Calgary,
Regina, Winnipeg and Halifax, Canada

Nationatl Bank of Detroit
Detroit, U.S.A.

Auditors
Price Waterhause
Torontg, Canada

Design: Gottschalk + Ash International
Printing: Arthurs-Jones Lithographing Ltd.
Printed in Canada
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Corporation

Head Office

Abitibi-Price Inc.
Toronto-Dominion Centre
Toronte, Canada M5K 1B3

Operating Subsidiaries
and Principal Divisicns

Abitibi-Price Corporation
Charles F. Buckland, President

Abitioi-Price Lumber Sales
J.A. William Hatch, General Manager

Abitibi-Price Sales Corporation
John G. Davis, Chairman

Canada Envelope
Peter J. Bowles, President

Hilroy
Reginald A. Donaldson, President

Inter City Papers Limited
Jeft Chipman, President

La Compagnie Price Limitée
William J. Johnston, President

Provincial Papers
J. Raymond Langevin, President
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