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WITH LESS
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Abitibi-Price Inc., a world-class competitor in the forest products industry,

is a producer of newsprint, uncoated groundwood papers, coated papers and
building products. The company is a major converter and distributor of
paper and other information-related products.
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LETTLER TO SHAREHOLDERS

ACHIEVING MORE
WITH LESS

In virtually all our

Ithough we have not yet
proved it with our
financial results, we
achicved a great deal at Abitibi-
Price in 1991, as we:
¢ set the pace for much-needed
industry rationalization in an
cra wheve supply vastly exceeds
demancd;
® took the painful decisions to
close a coating and converting
lacility at Georgetown and o idle
anewsprint mill at Thunder Bay:
® hecame leancr - operating with
fewer people and tewer resources
- and completed the sale of three
significant non-strategic assers:
® developed a more effective organization struc-
ture — aimed at decentralizing and getting
closer to customers;
® made better use of our working capital,
improved our cash position with proceeds of
asset sales, and maintained one of the strougest
halance sheets in our industry;
® improved productivity, with many mills achiev-
ing their highest efficiency levels ever - even in
the face of low operating rates:
® reduced operating costs by 543 million by lower-
ing the cost of supplics, improving the quality of
our raw materials, optimizing our usc ol power,
labour and materials - and realizing lower costs

per tonne with our improved efficiency;

operations, Abitibi-
Price became a
Sfiner company in
1991 — but that
was not enough to
offset dismal

market conditions.

We suffered a heavy

loss, and we know
we have to improve

even faster.

® hecame more competitve in
our successful distribution
husinesses;

@ achieved a one-time saving of
325 million with our forcign
exchange hedging program,
helping to offset the damage to
profitability caused by the high
Canadian dollar;

® developed hetter levels of
understanding with our unions
- understanding that we are all
in it together;

® introduccd important environ-
mcmal initiatives;

® improved quality and customer
service.

It was a year when we accomplished more than
cver with fewer resources, and we saved more than
cver - but we lost more money than ever, Quite
simply, we didn't improve fast enough to offsct
disastrous newsprint markets and the impact of
the broader business recesston, We were not
alone The entire Canadian forest products indus-
try was challenged by many issues, such as the
recessiorn, oversupplied markets, environmental
compliance and changing customer requirenients.
Sowme of these issues will be resolved when the
cconomy improves, while others requirce a funda-
mental restructuring of the industry.

Soin 1992, we will tnove faster still. We are

determined to build on our 1991 achievements -



LETTER

achievements that in good markets
would have led to record carnings
rather than a record loss,

There has been a turnaround
in auitude, as people throughout
the company have embraced the
values that are fundamental to our
future success - businesslike think.
ing, continuous learning, urgency
and velocity, llexibility, and spend-
ing money wisely. They have
translated those values into actions
which have made us a finer and
Imore competitive company.

And we are going to need more
of those actions b the year ahcad.
Nobody's going to make ivany eas-
ier for us - we have to do it ourselves. And we have
avery clear set of prioritics:
® selling more non-strategic assets — such as our

hvdro [acilities, converting businesses and build-

ing products operations;

® resolving recycling issues - by clarifving our stra-

tegies and pursuing lower-cost technologies;
® improving custoner satisfaction — with further
improveinents to procduct and service quality;
® meeting our budget, while continuing to make

iniprovements to all operations;

TO SIHARFKHOLDERS

® and improving leadership and
effectiveness as we pursue our
goal ol becoming the finest
groundwood paper company in
the world.

" Our major markets remain
depressed, but we believe the free
all in prices may be near the bot-
tom. A the same time, we believe
we can - and will —nake further
INProvements 1o our cost struc-
tures and our productivity,
thereby beginning to restore our
margins, And that means that
when markets and prices finally
begin to improve, we will be able
to prove that we are hecoming a
finer company where it counts - at the bottom line.

On a personal nore, Lam very grateful 1o all
cmplovees for their extraordinary etforts of the
past vear And I would like to thank our active,
imvolved Board of Directors for their support,
wisdom and counsel - including Robert €. Gimlin,
Marcel Bélanger and Pierre A Rinfrer who retived
from the Board in 1991 after many years of service.
On behalf ol all the Directors - and on behalf of all
ciplovees - 1 thank you, our sharcholders, for your

continucd faith in Abitibi-Price.

Q:QQ&@&

Ronald Y. Oberlander. President and Chiel Excentive Of=ficer

February 17,

1492
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ENVIRONMENT

MANAGING ENVIRONMENTAL
CHALLENGES

Ditibi-Price sees

new envirommental

challenges emerging
constantly, with changing
regulations and changing
demands of our customers and
employees. What appeared to be
responsible practice a decadce
AgO - O even @ vear ago — is not
good enough today.

Managing these challenges

eifectively begins with taking

At Abitibi-Price,
We NOW ASSESS
everything we do in
terms of its
potential impact on
OUT envIronment.
That is not just to

comply with

changing laws; it is

to live up to our

own sense of

but must do better.

® Our cffluent discharges and air
emissions comply with current
regulatory requirements;

® our groundwood pulp pro-
cesses do not use chlorine,
chlorine dioxide, or sodium
hypochlorite:

® our high vicld pulping pro-
cesses don't waste wood {ibre;

® we generate energy from other

wastc and through recovery of

stock of our activities — and we
did a lot of stock-taking in 1991
We launched a new leading-
cdge environmental manage-
ment and compliance program throughout the
company, and began the process of auditing all
our opetations — looking for where we need to

make improvements, and establishing a database

against which we can measure progress. Through-

out this process, one of our major goals has been
to heighten epvironmental awareness and train-
ing amonyg all our employees and inour
conumnunines.

[he audits give us a good idea of where we
stand, We face myriad laws and regulations - gover-
ning air, water; waste management, and resource
use - and these regulations vary from provinee to
provineg, state to state, country to country. How are

we doing with thesc challenges? Were doing well,

responsibility.

heat produced in thermo-

mechanical pulping operations;
® and we have a very successtul

forest regencration program, a
model for our industry for the past decade.

But our record is by no means perfect, And
through improving scientific knowledge, we have
been developing a better understanding of the
impact our opcerations have on the environment.
We are determined to do a better job.

During the next several years our primary
environmental challenge will be meeting changes
to federal and provincial effluent discharge regu-
lations in Canada. Last ycar, we reviewed conven-
tional and capital intensive compliance tech-
nologies based on biological treaument of
large volumes of effluent. We estimated costs for
these traditional answers to be more than $250

million over the next few years - a daunting



Rob Lawrie, Seniot Vice-President Comel, Complionee angd Commmunication

Bernd Koken. Chaivniag o the Boared



FNVIRONMEN

amount given our financial
resources, Regulatory requirve-
ments have been aceelerating at a
time when we can least atford
major capital projects,

We are determined to find
ways of doing move with less. To
[ind more cost eflective alterna-
tives, we established a twenty-
person nvironmental “lechno-
logyv Research and Development
team in 1991, based in our
rescarch centre in Mississauga,
Ontarieo.

This team — with other teams
at our mills — has been exploring
innovative lechnologies focused on novel meth-
ods of reducing water usage, which i turn will
veduce effluent volumes at a substantially lower
cost than conventional controls. Initial indica-
tions are encouraging. In fact, they are so posi-
tive, the Canadian government has awarded us a
multi-million dollar rescarch grant to support
our etfors.

We are also working on ways ol doing more
for less inthe area ol reeyeling — an important
marketing goal, as well as an environmental goal.
A new propricetary recycling technique is cna-
bling us to increase recyeled content less expen-

sively than with conventional deivking tech-

In our efforts to

spend money wisely
as we meel our
environmenlal
responsibilities, we
are choosing new
lower-cost, effective

technologies.
S
L

nology. With this method, we are
already producing newsprint
using recycled fibre at Fort Wil-
liam and Chandler, and we have
plans for lroquois Falls. These
initiatives will prove 1o be a cost
effective complement Lo our full
scale newsprint deinking facility
in Georgia (now producing
375,000 tonnes of recycled news-
print a year), and our planned
project in Alabuama, '

For our technological
advances to mature and become
environmental breakthroughs
in the nincties we need a
collaborative effort from our governments —
cooperation not confrontation, especially in
these daunting cconomic times. Harmoniza-
tion of lederal and provincial regulations
would be a helpful step forward - a move that
would result in substantial savings with no sac-
rifice of environmental benelits - less red tape,
more value.

The nced to show environmental stewardship
extends far bevond our manufacturing opera-
tions: it extends to our very roots — the foreses.
Our successtul forest regeneration program is
based soundly on the belief of our foresters

that the best forest management results are



ENVIRONMENT

achicved through silvicultural
operations that mimic natural
torvest cveles, Following the pat
terns ol nature enhances success
and conserves biodiversity,

Ouwr forest management pro-
cedures stand up 1o close seru-
tuny. We seck public involvement
during the planning phasc; we
arc carefully regulated by govern-
ments: and we auclit ourselves
and are audited by governments
ancaction groups. The audits
show that our record and prac-
tices are sound.

Our responsibility does not
end with sound practices tor harvesting and

renewing the timber supply. We recognize ali of

society — including aboriginal peoples, local entre-

premcurs, recreationalists and environmentalists -
owns a stake in the forests. We are developing ways
ol working with all stakeholders to accommodate
broader uses ol our woodlands. These may range
from fishing and camping to the developient of
non-timber forest crops - such as blueberries or
wild rice. We welcome the [ederal government’s
“Model Forests” program, which was established
to encourage diverse use of our forests, We have
made applications to participate in Manitoba,

Ontario, Quchec and Newfoundland.

7;14? health of our

Jforests is vital to

our future as a

company, an
industry and a

steward for society.

commailted than
ever Lo supertor
sustainable forest

managemend.

One aspect ol forest manage-
ment which is increasingly
important to Canadians is pres-
ervation of wildlife, and this has
become one of our research
priorities. We are participating
in a number of important studics

with provinces and environmen-

We are more

tal groups. including a foresury!
wildlite study in Manitoba: a
study of a salmon spawning river
in Chicoutimi, Quebec:a study
of the impacr of forestry o pera-
tions on upland caribou at our
Newtoundland operations: and -
in an interesting twist —a stucly
of the damage that a thriving moosc population
is causing in parts of our newly regenerated for:
est in Grand Falls, Newloundland, Our foresters
are helping to redefine sustainable forest
managemnment.

We continue to face many environmental
challenges. That goes with the territory of
resource and manufacturing companies. But
with the breakthroughs in technology that we are
beginning to sec, and with heightened awarcness
of the importance of responsible stewardship
throughout the company, we are contident of
achicving an environmental record that is sccond

(O none,



PAPER GROLULP

TAKING ACTION AGAINST
ADVERSITY

“We are not waiting complacently for a recovery to bail us oul. There’s not a
lot we can do about the depressed markets or the vicious price wars that have
devastated our margins. But there is something we can do about things
directly in our control — productivity, manufacturing costs, quality, product
development, service, reorganizing to get closer to customers — and achieving
total customer satisfaction. Making headway in all those areas requires

a winning attitude on the part of our employees — dedication and a strong
commitment to personal development and achieving higher levels of
competence. We have been making progress, but we have a long way to go.

And we are going o keep on fighting . . .”

JEAN-CLAUDE CASAVANT

e

JOHN OLSEN






PUBLISITELRS

BECOMING MORE
COMPEITIIVE

ewsprint margins werc

slashed in 1991 as too

much supply chasced
shrinking demand and led to
brutal price wars: consumption
in North America fell by 6%, and
prices fell by as much as 13% . In
that kind of environment, no
operation can survive lor long il
it is unable to be competitive.
That made onr goal for the year
very clear - chanuelling our
resources to the operations
which stood the best chance of
nieeting the competitive chal-

lenge. So wemade somce tough

choices - starting with the idling of Thunder Bay,
where we took two machines out of operation.

o reduce costs, boost productivity, and
nnprove customer responsivencss, we decentral-
ized. redesigned and streamlined the manage-
ment seructure at our mills — and integrated mill
operations with logging operations to iimprove
cfficiency of fibre supply — all with the cooperation
of ouwr univns, Mcasurable improvements were
evident by year-end: at Augusta, we improved
dailv production by 4 % over the course of the
vear while reducing manufacturing costs by 9% ;
at Fort William, productivity iimproved by 3%
and we maintained costs per tonne at budgeted

levels, despite taking over 100 days of downtime,

[ [/ e are shifting

[from being world-

class in size lo

being world-class in

competiliveness.
Through operating
improvements, ouy
goal is to betler our
efficiency ranking
among the world’s
newsprind

machines.

D

Prices fell faster than costs in
1991, and there is no guarantec
that prices have bottomed out.
But mill management and
employees have made a commit-
ment to improve the cost struc-
ture even further

To hold markets, we have
been fighting with more than
costs and pricing - we have been
fighting with quality and product
choice. We no longer sec news-
print as a commodity item. Every
customer presstoom has unique
requirements, and we have been

providing better products to

achicve customer satisfaction, lo this end, our
specialtics machines are proving to be an advan.
tage, as is the understanding by employees who
kiow that being rated as a preferred supplicr by
customers is critical to the future of cach mill.
Demand for recycled newsprint is growing
and we believe we can compete profitably in a
number of markets. Jo complement our state-of-
the-art facility in Augusta, we wre planning Lo
move ahead with full deinking facilities at
Alabama River. And we have introduced maodi-
ficd, lower-cost recycling tacilities at Pine Falls
and Fort Williamn, with Iroquois Falls to lfollow.
Our markets are unlikely to improve much

this year - so we must.



Mickey Devine. Senign Vig

o Prosident aned General Manacer, Publishers Business

Jean-Claude Casavant. Senior Vice-President. Oreanizational Leadershipand Innesation

Don Martin, Senior Vice-President and General Manager, Publishiers Buasiness

PUBLISHERS

Paper Mill Location

Products

Iroguois Falls Iroguois Falls, Ontario

Fort William

Ihunder Bav, Ontono
Thunder Bav {idled)

Thunder Bav. Ontario

Pine Falls

Pine Falls, Manitoba

Augusta Newsprin

Company

Augusta, Georgia

Alabama River
Newsprint Compan

Claiborne, Alalbiona

Newsprint numudacnne aned
distribution of standard and specialty
grades for dailv newspapers,

commercial printing, and inseris,



COMMERCIATL

MAKING BETTER
PRODUCTS

n 1991, margin erosion was

not quite as sceep for our

commercial groundwood
papers as it was for newsprint,
but it was very severe. And sales
fellas the commercial printing
industry and its customers reeled
from the recession.

We therefore faced a thhree-

continue to seek out

fold challenge - we had to
Improve costs at our commercial
paper mills, build new markets,
and compete better with other p
paper grades for existing mar-
kets = by improving quality and
developing new products,

We have made some progress in all three
arcas. With employee and union cooperation, we
have been able to restructure and downsize at all
our paper mills and woodlands operations -
reducing stadf at all levels by close to 129 in 1991,
At the same time, cach mill has taken ownership
ol its customer relationships, from the marketing
and service perspective. This is helping us
become more flexible - which is vital, as we serve

a market characterized by many more customers

with sinaller individual orders than is the case tor

daily newspapers.
Lurthermore, we have heen actively develop:

ing new products, and recent introductions are

W le

commercial

printers have been

hurt by the
recession and
demand is down

overall, we

and build new
niches with quality

oducts.

meeting strong acceptance in the
marketplace: Abigloss (a super-
calendered grade for rotogravure)
has become a preferred product
tor major customers such as
Reader's Digest and Scears-Roebuck;
our supercalendercd papers -
both clay-filled and unfilled -
have been gaining in populariy,
as indicated by a 5% growth in
shipments over 1990, despite the
downturn; REDIRECT - our new
directory procduct that contains
recycled fibre in line with the
guidelines approved by the
Yellow Pages Publishers Associa-
tion - 1s off to an excellent stare: Abiform — which
has qualificd as a laser printer paper - is well
positioned in @ growth market: and Premiumm 80
(offerced for both coldser and heatset otfset print-
ing) is rapidly making invoads in the quality
printing and book markets - competing cffec
tivelv with bond papers.

‘lo enhance new product capabilities, we are
making plans to expand our mill at Kénogami -
on a joint venture basis — as soon as cconomic
conditions permit.

We have gained ground in very acverse condi-
tions and we are commaitted to pursuing strale-

gics that will lead 1o further gains.



Marcel Beandoin. Sengon Vice-President aned Generval Moneger, Comnmorcnad Bosiness

George Arellano. Sentor Vice-President asud Coenerad Moo, Conmercial Business

COMMERCI

Paper Mill Location Products

ATa Adnia. Quebed Uniconted gronmedwaadd pajer

tprincipalls forms divearory and

supercalendered grades) and

’w.nl!)lu H(';||1|)|'('_ Quehes .

I - - newsprine manualacture anel
Cospesia Pulpand disnibution ol wiades for commercial
Paper Companm Lad, Chandlern Quehes printing and Tor use inmagasnnes,

- . catilognes, directories
Nenogant Jonquicre. Quehe
: IFSISNSRTFTORS



INTERNATLIONANIL

DOING MORE FOR
GLOBAL CUSTOMERS

s the biggest consumer

ol newspriatin the

world, North America
sces the stage [ov global pricing,
Fven though demand has not
shrunk in internattonal markets,

North American oversupply has

[/ (_.f are going flat

oult (o mamitain

Abitibi’s position
and profile in what

are destined to be

the newsprint

S2million and we have targeted
furthor savings, e these ways, we
are fighting margin erosion. But
we are also anming to fight price
crosion - and build customer
loyalty — with ongoing quality and

service improvements,

outpaced global consumption.
We are now facing the same price
wars and ferocious competition
offshore that we have scen in
dontestic markets. And we face
the same challenges. We must
improve margins by reducing
mill costs.

In 149491, we made good
progress with cost reductions and productivity
improvements at both Stephenville and Grand
Falls: Grand Falls improved efliciency levels by
over 104 1n 1991 and should soon be ourper-
torming the Canadian industry average:

Stephenville = which has long been ahead of the

average — improved all aspects of mill operations.

increasing efficiency levels by 3% machine
speed by 2% and daily output by 5% while
reducing fibre losses by 259 . And we believe we
can achieve more.

Transportation costs are another key factor in

lternational markets, and here oo, we have been

making improvements; we have alrcady cur costs by

growth markets of

the future —
Lastern Furope,
Latin America, the
Middle Fast . . .

‘1o this end, we invited several
of our major international cus-
tormers to visit our mills in 1991 -
and they told all employvees first-
hand about their quality needs.
In i, many of our employees
visiled custonier pressrooms
around the world. to improve
our focus on differing require
ments, This is particularly important iy interna-
tional markets, as conditions and requirements
at many of the pressroons we serve vary widely
from North American standards. Our objective
is to achieve rero defects and wotal customer
satisfaction. We are making gains.

Pricing is unlikely to hounce back in the
year ahead. But with the improvements we are
making. we believe we can maintain Abitibi’s vep-
utation as a dependable, quality supplicr while
mproving margins through cost improvements.
Ared that will stand us in good stead as global
cousumption of newsprint begins to grow along

with tree markets.



John Olsen. Serior Viee-President, Business sup et Board

David Loretto, Senior Vice-President imd General Manager Tnrernational Bosiness

INTERNATIONAL

Paper Mill Location Products
Coraed Talls Corand Falls, Newsprmt manufacture and
New fowidland distribution ol standiod and specialin

. ) . . gradesto prindipally ofishore markeis
Stephenville Stephenville, . : )

. : lor dally newspapers, commercial
Newloundland o !
printing. and inseris,




DIVERSIFIED GROUP

LEADING THE WAY IN
THE DISTRIBUTION
BUSINESS

“On the surface, the distribution business is not very complicated. We buy
and sell products — exactly what merchants have done for centuries.

The complicated part is figuring out how to buy and sell better than anybody
else — and becoming the supplier of choice that each of our customers thinks
of first. And that means knowing our products — knowing which products
will best suit our customers’ needs, knowing how to source them, knowing how
to price them, knowing how and when to get them to our customers . . .

it means helping customers and suppliers market thewr products . . .

it means achieving economies of scale, and recognizing the unique
requirements of each market niche. There are hundreds of ways to be

a better merchant — and our employees search for every one of them.”

%ﬁ

KEN STEVENS
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PRINTING

PAPLRS

CAPITALIZING ON
MARKET LEADERSHIP

hrough Inter City Papers

and Barber-Flhs Fine

Papers, we arce the undis.
puted lcader in printing paper
distribution in Canada - not just
leaders in market share but lead-

ers in selection and service,

Over the years, we

have built the

strongest printing

paper distribution

printed waste paper from the
record centre of the Canadian
Imperial Bank of Commerce was
collected, shipped to a paper mill
and recycled for use as customer
account inquiry forms for the

Bank's branches around the

business in

That winning formula is
based fivst and foremost on supe-
rior product knowledge. o he a
leader in the competitive fine
papers markets, we have learned
whal our customers want, what to
buy - where and for how much -
and what new products 1o
request from our supplicrs. That
is because we have very experienced, knowledge-
able people - hoth buyving and selling. These are
people who know what's available evervwhere in
the world - people who know what products our
customers ¢ and should use even betore our
customenrs dao

As an example of this kind of anticipation and
rapid response to changing customer demand,
Inter City Papers becante the first company in
Canada to supply a custonier with a recycled
paper product made from the customer’s own

waste paper. With project “Close the Loop”, laser

Canada. We believe
that we can get

stronger still. . .

world. This successful approach is
sparking the mterest ot other
M jOr COTPOrALe CUSLOTICTS.

Along with product knowl-
edge and our dependability asa
supplicr, we have locused on
efficiencies that have helped us
keep costs down and prices
competitive.

The overall market declined substantially in
Canada in 1991, and our sales were offl But we
built market share, and we have realistic goals for
improving efficiencies and cutting costs further -
by reducing warchousing duplication and by
standardizing our information system ro enhance
inventory controls, order entry and delivery
schedules.

We believe we can develop new markets and
build sales further in 1992 - by capitalizing on
our market leaclership for the benefit of our

custoniers.



Ken Stevens. Favoutive Vice-President. Diversificd Groops

Yves Montmarquetie, Presickenn, Proonngg Popers Disinibinnon

PRINTING PAPERS

Business Unit Principal Office Products
Booher-Ellis Fine Papers Richmond. British Fine papoer merchinn distribution ol
Columbia domestic and imported printing

Ioter Chry Papers

Minqueue

Whitaker Canpenter

pipcts, husiness papers, graphic
Momreal. Quebec P P B

supphics o saponers pnoducos,

Chicago Iinois




OFFICE

PRODLITCTS

EXPANDING A
SUCCESSFUL NICHE

he success ol our office

produces business —

which continued to
build sales and carnings in 1991
- has heen based on the success-
ful development ofa once
neglected niche. Computer-
related supplies and accessories
- products like printer ribbons,
toner cartridges, and diskettes -
arc not as glamorous as the high
profile hardwarce and software
products of the compurer mar-
ket. But they ave essential to com-
puter uscrs, and Azerty

continues to capitalize on its

ability to make these products available -

conveniently and competitively,

We have hecome the leading distributor in

our field by sticking to some straightlorward

principles:

® we represent only major manufacturers -

no “knock-oft™ p_l‘()dll(_‘IS:

* we offer a broad range of products with

same-clay shipping:

® we operate efficiently with a centralized
approach and keep overheads down - irom

order receipt through delivery: for example.

Ouxr office

products division is
expanding from
being the biggest
and best distributor
0
supplies in North
America into a
much broader

range of office

products.

we serve the entive ULS, market
with one sales oftice:

® we arc aggressive direct mark-
eters — supporting hoth cus-
tomers and suppliers with
innovative marketing cam-
paigns,

TFor these reasons we have
continued to experience strong
growth despite the impact ot the
North American recession on the
business sul)ply market — and we
are continuing to reduce costs
through greater efficiencies and
economics of scale.

NOW we ure seiing our sights

on a broader range of office products that lend

themsclves to our successtul distribution approach

- products like filing supplies, writing instru-

ments, and desk top accessories. We began to add

some of these products in 1991, and while we have

been moving carefully to ensure that we can main-

tain Azerty's high level of service, our new endeav-

our is alrcady profitable. We are also keeping an

eve on international opportunities — and we are

now in the process of testing our distribution for-
mula in Furope. We arc expanding more than our

niche - we arve expanding our horizons.
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INDUSTRIAL

PRODUCTS

ACHIEVING FOCUS WITH
A BROAD PRODUCT LINE

s merchants of indus-

wial products, we have

hecome the supplier of
choice in Canada hecause we can
handle so many customer necds
with one order. Our customers
constantly ask us 1o supply addi-
tional items, so expanding the
product line in a responsive way is
alwavs a priovity. With the huge
number of products we handle, we
st keep on top of inventorics,
nmarket trends, product life cyeles,
quality service. customer demands,
and supplier capabilities, Thus, we

need to constantly upgrade man-

agement mformation systems, and warchouse and
cistribution capabihities; efticiencey 1s the kev to

relinbility, whicly in turn s Key to our industry

leadership in customer satistaction.

Our team ol marketing prolessionals is
focused very clearly onidentifying and satislving
the specific needs of individual customer groups.
We monitor the distribution trends coustantly so
that we can offer unique products and services to
cmerging niches. Recent]y, for instance, we have

been placing inereased emphasis on cleaning

Ou rindustrial

products group
handles 27,000
products for
30,000 customers
in all parts of
Canada. With such

a broad product

line and customer

base, our primary
challenge is to

ensure that we look

after every customer

and product.

and maintenance products. Pack-
aging is another promising lield,
and Futur Pak — a new operation
- specializes in the growing plas-
tic stretch wrap market.

Product innovations are
requested by our customers
daily —and we are quick to
respond. We see increasing
opportunities [or recycling the
products that we sell — with an
mmmediare focus on foam reey-
cling technology. Our ultimate
goal is to break new ground in
the disposal. retrieval or recy-

cling of all products - lrom

foam to foil, plastic to paper.
Many of our customer groups have been

rocked by the recession — most notably the manu-

facturing sector, the hospitality business, and the

retail sales indusory - and consumption for the
products we supply in those arcas has been down,
But with our constant ohjective of finding solu-
tions to customer requiremients in all market
segments, we believe we can grow further in 1992,
And with every new product we add —and every

New Cuslomer we serve — we aim to add value,
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OTHHER

BUSINESSES

REVIEWING OUR
OTHER BUSINESSES

or the past two years, we

have discussed our inten-

tion to sell non-strategic
asscts over time - to enable us to
raise cash and to consohdate and
focus our resources on our (wo
core husinesses. In JOO1, we sold
three major assets — an interest iy
Spicers Paper in Australia, the
LS. business of Barber-Ellis Fine
Papers, and Innova Envelope.

These moves were benelicial

yond our {wo
major businesses —
groundwood paper
making and
distribution — we
have a number of

other interests

whose viability and

profitability is

critical to

major source of Abitibi-Price's
operating losscs. Larly in 1991,
we seriously contemplated clos-
ing Provincial Papers, to staunch
the flow of red ink. However. we
recognized that the company
had considerable prospects as
Canada’s only full-line coated
paper maker — il we could engi-
neer a turnaround.

Emplovees quickly grasped

1o Abiriht-Price, because we were Abiti

able o utilize the $90 million we
raised to repay debt and improve
the strength of our balance sheelt,
The operations we sold also benefitted by becom-
ing part of organizations more focused on their
businesses. For instance, Innova Envelope was
purchascd by anorher envelope maker, and the
combined operation has the scale and size to
compete nternationally.

As we pursuc our goal ol divesting other non-
strategic asscts, enhancing the competitiveness of
these businesses is vital, Ulrimately, it will make
them more markerable —and i the meantime, it

will improve their contrilution to our bottom line,

COATED PAPERS

For the past two years, Provincial Papers — which

produces high grade coated papers - has been the

26 4

the urgency of the situation and
redoubled efforts atall levels to
restore viability - through cost-
cutting, quality improvements,
intensified imarketing efforts and
targeted product launches (such as the new line
ol ECO recvcled papers). We restructured mill
managentent and downsized by closing the
Georgetown plantand idling one of our three
machines at Thunder Bay. And we worked to
build new markets in the beleaguered North
American coated paper marketplace.

The turnaround of Provincial Papers is by
no means complete, and operating losses [or the
vear were steep. But there were strong signs of
progress by vear end as cash {low improved sig-
nificantly. Quality production and inarketing
efforts began to pay off: in four of the last tive
months of 1991, the mill sold all it could

producc.



OTHLER

We expect soft markets and price pressures 1o
continue in the vear ahead - but emplovees are

committed to accelerating the pace of improve-

ment and renewing the viability of Provincial Papers.

COXNVERTING BUSINESSES

Hilroy — a well known name in school and office
products - had a tough vear, as increased global
competition in a weak market drove sclling
prices down by over 7%. However, we increased
volumes and maintained market share in both
the school and stationery markets,

Hilroy has been focusing capital expenditures
on labour-saving cquipment to reduce unit costs
and we plan to consolidate operations of the
Toronto and Jolictte plants to reduce costs further.
As a result, we will be well positioned to weather
the storm until market conditions improve,

Hardest hit by the recession was the office
products inarket, where dealers have maintained
very low inventory levels in the face of lower
consumption.

Price Wilson - which produces folding car-
tons, paper towels, and paper bags, most with high
recvcled content — has encountered soft markets
and price erosion as demand declined during the
recession. Price decrcases ranged between 109%
and 25% in 1991, But we have inanaged to build
market share in bags and towels, through intensive
narketing and by gearing production and recy-

cled content to customer specifications, Paper

BUSINESSLES

towelling exports Lo the US, have been growing
rapidly and we expeet to make turther inroads in
the yvear ahead m that important markerplace.
Through training programs and a new manu-
[acturing resource planning sysiem, we expect to
iniprove both costs and service to customers in

the coming vear.

BUILDING PRODUCTS

Our US-based building products businesses -
which produce hardboard siding, interior pan-
clling. complementary plastic moulding prod-
ucts, and millwork products including bi-fold
doors and interior shutters - have been operat-
ing competitively during a dismal period for the
industry. Housing stares in the US. plummeted to
their lowest level in four decades during 1991,
and renovation markets also declined.

Despite lower demand and lower margins, the
exterior siding operation ran at full capacity and
generated strong cash flow and earnings. The
plastic moulding business also held its own -
successfully introducing new products, and
targeting the do-it-vourself marker.

The building products sector felt the impact
of the recession first —and is expected to lead the
recovery: housing starts are expected to climb
significantly in the vear ahead, with other con-
struction markets following. So markets should
begin to rebound in 1992 - markets for the prod-

ucts, and evenuually for the operations themselves.



MANAGEMENT'S DISCUSSTION AND ANALYSIS

Eileen Mercier, Senionr Vice -President and Chiet Fivancial Office

SUMMARY

Ahitibi-Price recorded a loss in 1991 of S75.9 million (S1.12 per common share),
as compared to a loss i 1990 of $50.4 million (S0.76 per common share) restated
fora prior period adjustment of $5.8 million. Sales declined by 9% trom $3.1
billion in 1990 to 32,3 bhillion in 19491, The loss from operations of $39.9 million
in 1991 compares te a restated profit from operations in 1990 of 326.2 million.
As aresult of reduced demand, an oversupply in the marker-place of most of the
Company’s products and continued pressure on prices, cach of the Company's
segiments performed less satisfacrorily in 1991 than in 1990, 1990 results were
atfecred by strikes which shut down six of the Company’s Canadian newsprint

imills and it coated paper mill fora month i the tall.
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MANAGEMENT S DISGUSSTON A ND

Newsprint

Newsprint sales declined 9% in 1991 to $907.2 mil-
lion. Sales volume declined to 1.6 million tonnes in
1991 from 1.8 million tonnes in 1990, and the average
net sale price at the end of 1991 was approximately
$80 per tonne lower than at the end of 1990. Approxi-
mately 68% of the Company's newsprint production is
sold in the United States, 8% in Canada and the bal-
ance to other countries.

North American Newsprint Markets

In the United States, the Company’s largest market,
consumption of newsprint dropped 6% when com-
pared to 1990. General economic conditions and con-
solidation of retailing firms in North America were
the significant reasons for a drop of 7% in advertising
linage sold in 1991.

North American production capacity increased in
1991 by approximately 600,000 tonnes or the equivalent
of three new machines. This new production, together
with the drop in demand for newsprint, led toan
increase in pricing pressure, and discounting was wide-
spread in the market-place. The average US. list price
was $670 US. per tonne in 1990. The US. list price
increase from $685 US. to $720 US. per tonne which was
implemented January 1, 1991 did not hold, and hy the
end of the year, discounts had reached 30% on average,
compared to rates of approximately 20% for 1990.

Industry operating rates in the United States ave-
raged 96% in 1991, compared to 97% in 1990. These
rates are significantly higher than the operating rates
in Canada of 87% and 90% respectively. Operating
rates are a measure of the ratio of operating time to
the available capacity and reflect current market
demand. The Company’s operating rates in Canada
averaged 71% in 1991, compared to 86% in 1990. The
Company's profitability is directly affected by reduced
operating rates, but any attempt to increase its operat-
ing rate, hampered as a result of the current over-
supply of newsprint, could result in further reductions
in product prices.

ANAEYSTES

Abitibi-Price
Newsprint Operating Rates
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The outlook for the newsprint industry in North
America is not expected to improve appreciably in
1992 unless there is a marked increase in U.S. con-
sumption or further mill or machine closures. Some
improvement in the markets is expected in 1993 as no
further capacity is expected to come onstream before
that time. The Canadian industry faces the additional
challenges of meeting proposed environmental regu-
lations (discussed later) and customer demand for
products containing recycled fibre. Both of these
could require substantial capital outlays. Abitibi-Price
is planning to meet recycling requirements in the
communities served by its major customers in the
most efficient and cost-effective manner possible,

International Newsprint Markets

Abitibi-Price has sold newsprint in the international
markets for many years. Principal market areas are
Europe and South America. The mills at Grand Falls
and Stephenville, Newfoundland, are the principal
suppliers of newsprint to these markets.

Abitibi-Price’s export tonnage increased by 4% in
1991, despite surges in competing overseas exports of
newsprint from Canada and US. The Company
expects to maintain this tonnage in 1992.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

In 1991, increased competition in North Ameri-
can domestic markets contributed to aggressive price
discounting in international markets by non-
traditional suppliers. For 1992, the Company expects
further price weakness in overseas markets.

Newsprint Operations

As a result of reduced demand and lower sales prices,
the newsprint segment recorded an operating loss of
£22.4 million in 1991 compared to an operating profit
of $1.8 million in 1990.

During the year, the Company embarked cn a
program of focused downtime to address the demand/
supply imbalance. During the second quarter of 1991,
the Thunder Bay, Ontario mill was idled, removing
approximate'ly 170,000 tonnes from production. The
mill is being maintained in working condition while
idled, so that it could return to normal production
with minimum effort.

In 1991, an operating improvement program was
initiated at the Company’s newsprint manufaciuring,

. sales and support locations. These cost reduction and
efficiency increase programs partially offset the
impact of the downtime taken during the year. Under
these programs, savings are being realized as
improved manufacturing and procurement proce-
dures are utilized.

Newsprint Joint Ventures

The Company has investments in three joint ventures
- Gaspesia Pulp and Paper Company Ltd., Augusta
Newsprint Company and Alabama River Newsprint
Company. Alabama commenced commercial produc-
tion of newsprint on October 1, 1991 and conse-
quently, operating results, including depreciation and
amortization of start-up costs, impacted the fourth
quarter of 1991. Augusta had a profitable year, as a
result of lower costs and increased production, while

the other two joint ventures recorded operating losses.

The Company advanced $7.1 million toward the com-
pletion of Alabama River during the year, while
Augusta paid $4.3 million to the Company as a return
of its share of profits.

Groundwood Papers

Sales of uncoated groundwood papers, grades ranging
from speciality newsprint and telephone directory
through supercalendered grades, declined in 1991 to
$326.1 million from $344.0 million in 1990. The oper-
ating loss in this segment was $.3 million in 1991, com-
pared to an operating profit of 3.6 million in 1990.
The decrease in both sales and operating profit is due
to the business recession in North America in general,
and a substantial reduction in advertising expendi-
tures in particular. Industry overcapacity in light-
weight coated papers and newsprint, which provide
price and quality brackets around these grades,
resulted in increased pressure on prices. Sales volume
of uncoated groundwood papers declined by 3.4% in
1991 from 422,100 tonnes in 1990 to 407,600 tonnes;
however, the Company more than maintained its mar-
ket share in this business segment. For supercalen-
dered grades, which arc used primarily for inserts,.
flyers, magazines and catalogues, sales volume
increased by 4% to a level of 142,900 tonnes. Sales
volumes of forms and directory grades declined by
10,500 tonnes (17%) and 10,600 tonnes (12%) to
51,100 tonnes and 85,200 tonnes respectively in 1991
compared to 1990.

The Company’s mills in the Province of Quebec,
which are its principal producers of groundwood
paper products, have achieved significant cost reduc-
tions. 1991 production costs have been reduced by
approximately $17 million or $42 per tonne. The
Company continues to review all manufacturing proc-
esses and input costs to ensure increased
competitiveness.

During 1991, the Company approved a capital
expenditure of $1.8 million for the Alma mill. This

expenditure will enable the mill to produce a recycled

directory product by May 1, 1992 which will meet cur-
rent Yellow Pages Publishers Association guidelines
for recycled fibre content,

The demand for groundwood papers in 1992 is
expected to remain constant with 1991 or decline
slightly. If overcapacity persists in this segment, there
may be further pressure on prices in the coming
months.
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MANAGEMENT' 'S

Coated Papers

Sales of the Company's coated paper products
declined dramatically in 1991 to $81.6 million from
S130.1 million in 1990. Provincial Papers, the
Company’'s coated paper division, operated al 57% of
capacity in 1991 (72.5% in 1990) and incurred an
operating loss of $40.7 million compared 1o an oper-
ating loss of $26.3 million in 1990.

In 1991, 27% of sales were made to the U.S,, com-
pared with 36% in 1990, Coated freesheet paper (less
than 10% mechanical pulp content) accounted for
approximately half of the Company’s coated paper
sales in 1991 and 1990, and is sold primarily to maga.
zines and cominercial printers for use in annual
reports and catalogues. The average selling price for
coated freesheet paper declined 15% in 1991 when
compared to 1990. The Company's volume of coated
freesheet paper sales in Noxth America decreased
approximately 32% in 1991 as a result of one paper
machine being temporarily jdled. Pricing was affected
negatively by an increase of 11% in U.S, productive
capacity.

Magazine publishers and printers, the principal
users of groundwood coated papers, have been
affected by general business conditions in 1991, and
the redirection of advertising expenditures toward
electronic media. Magazine advertising pages in the
US. declined 8.7% in 1991. In addition, the Canadian
market for groundwood coated papers has been
affected by an increase in aggressively priced
imported paper from Europe,

The outlook for coated paper will continue to be
affected by economic conditions, excess capacity and
increased imports, all of which have eroded net sale
prices by 20% in 1991.

Provincial Papers’ cost containment program has
achieved a reduction in costs of 9% per tonne pro-
duced in 1991. The main emphasis of this program
has been 10 reduce manpower (down 20% in 1991
compared to 1990} and to improve product quality.
Profitability for this division will depend not only on
a continuation of these cost and quality efforts, but on
increased sales and production volumes which will

more fully utilize plant assets.

DISCUSSTON

AND ANALYSIS

Net Sales by Business Segment

1991

I Newsprint ———

- 5 Distribution,
Office Products

2 Cowted Papers - & Converted

3 Groundwood — Products
Papers
4 Building Products —< & Other

1990

1 Newsprinl —- -
-— 5 Distribution,
Office Products

2 Coated Papers - & Converred

Products

3 Groundwoeod

Papers
4 Building Products = 6 Other
(medlions of Canadian doflars) 1991 1990
1 Newsprint 9407 .2 994.1
2 Coated Papers 81.6 130.1
3 Groundwood Papers 326.1 344.0
4 Building Products 185.0 . 192.3
3 Distribution, Office Products &

Converted Products 1.237.9 1.364.8

6 Other 62.7 38.7

Distribution, Office Produets and Converted Products

Sales of the Diversified Group of operations of
§1,237.9 million were down $126,9 million from
$1,364.8 million in 1990. Operating profit declined to
$25.6 million from $41.3 million in 1990, $59.4 mil-
lion of the decrease in 1991 sales of $126.9 million was
the result of divestitures made in the year.

The Printing Papers Distribution division which
accounted for 51% of the Group’s sales in both 1990
and 1991, experienced soft markets throughout 1991,
While the division maintained its share of the
Canadian market and significantly reduced costs, the
lower volume and pricing levels forced earnings below
1990 results. '
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MANAGEMENT S DISCUSSION AND ANALYSIS

The Industrial Products Distribution division also
reported reduced sales and earnings as all three of its
major markets (retail, foodservice and industrial)
struggled during the year.

The Office Products Distribution division’s sales
and earnings exceeded those of last year, Second half
sales slowed to the 1990 level, as performance was
impacted by the sluggish US. economy.

The Converted Products Division incurred a loss
in 1991 as the recession and over-capacity in many of
the division’s markets forced sales volumes and prices,
in particular, well below Jast year.

In 1991, the Company was prepared to receive
offers to purchase its converted products business
units. In July, 1991, Innova Envelope was sold for a
consideration of $39 million.

During late 1991, management of the Company
became aware of a misstatement of the operating
profit and working capital at December 31, 1990, of
the Hilroy business unit. During 1990, management of
Hilroy misstated the earnings by a total of $10.3 mil-
lion. After deducting applicable income taxes, the net
effect of this adjustment was $5.8 million, which has
been treated as a prior period adjustment in the 1991
accounts,

The major divisions of Diversified are affected by
general economic conditions, and as such the
Company is not optimistic that the early part of 1992
will provide significantly improved profitability.

Building Products

Sales of this division declined 3.8% from $192.3 mil-
lion in 1990 to $185.0 million in 1991. Sales of pre-
finished hardboard panelling and plastic mouldings
were down from 1990, as a result of reduced market
demand. Sales of hardboard siding and millwork
remained level with 1990, but reduced housing starts
and increased competition resulted in no increase in
sales prices in 1991.

Operating profit declined from income of $6.8
million in 1990 to an operating loss of $2.7 million in
1991. While sales prices remained static, manufactur-
ing and sales costs increased in 1991 - lumber prices
increased 17% on average - and the business reces-

sion has contributed to increased losses resulting
from bankruptcies of building products retailers.

An improvement in U.S. economic conditions as
signalled by increased housing starts is necessary if
sales prices are to increase in 1992, A stringent cost
control program is in place to contribute to margin
improvements.

Interest Expense

Interest expense declined from $55.8 million in 1990
to $47.7 million in 1991. The principal reason for the
decline was the decrease in short-term interest rates
experienced in 1991. In addition, as a result of asset
sales, there was a reduction in the average amount of
short-term debt outstanding during the year.

Unusual Items

Unusual items charges were $44.4 million in 1991 and
$54.1 million in 1990. These charges relate to deci-
sions made by management to streamline operations
in order to meet the new challenges facing the
Company in the 1990’s. The largest single item in this
category is the cost of the Company’s restructuring
programs, $21.5 million in 1991 and $34.7 million in
1990. The Company has streamlined newsprint and
groundwood operations and improved efficiency.
Each operation has been reviewed and the costs asso-
ciated with employee severances, including relocation
assistance, have been recognized.

Another significant item of $16.5 million in this
category is the severance and restructuring cost of
idling the Thunder Bay mill in June of 1991. The
Company also wrote off costs of $2 million incurred to
design and finance a de-inking plant which was pro-
posed to be built at the Fort William, Ontario mill. In
1990, unusual items also included a charge of $12.9
million relating to the closure of the Jatte retail office
preducts business in Florida.

Other Income and Expense

Other income and expense declined to $4.0 million
from $13.8 million in 1990. In 1991, the Company
recorded $8.0 million of discount on sale of accounts
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MANAGEMENT'S DISCUSSION AND ANALYSIS

receivable to US. and Canadian banks. As the first of
these sales was made in late December, 1990, compara-
ble costs were insignificant in that year.

Income Taxes

The effective tax rate for the income tax recovery in
1991 was 41.4% compared with 36.4% in 1990.

The increase in the recovery rate in 1991 over
1990 was primarily due to a proportionately larger
recovery of deferred taxes, which have been accumu-
lated at a historical rate which is higher than the cur-
rent rate of taxation. In addition, the Company
recorded the benefit of a capital loss carry-forward
which was applied against capital gains realized in
1991. The Large Corporations Tax, which reduces the
income tax recovery, is a minimum tax based on the
Company's capital rather than earnings and remained
relatively constant over the two years.

FINANCIAL POSITION AND LIQUIDITY
Cash

The Company’s cash position, defined as cash less
bank indebtedness and commercial papef, increased
in 1991 by $100.2 million to a deficit of $54.9 million
from a deficit of $155.1 million. In 1990, the
Company’s cash position decreased by $5.4 million.
Cash from operating activities was $89.4 million less
in 1991 than in 1990, as a result of the increased loss
for the year and a reduction in the proceeds from the
sale of accounts receivable.

The Company generated $90.3 million in cash
and a profit of $1.6 million (before income taxes) in
1991 from the sales of its equity interest in Spicers
Paper Limited and the Barber-Ellis (US) and Innova
Envelope business units. There were no comparable
sales in 1990. These assets were sold as they no longer
formed part of the strategic direction of the Company.

In 1991 the Company entered into an agreement
with a major Canadian bank which permits it to sell,
on an ongeing basis, certain Canadian trade accounts
receivable with minimum recourse, with the Company
continuing to administer the collection of the receiv-
ables. This agreement is similar to the two agreements

previously made with two major US banks. The total
of the receivables outstanding under these agree-
ments at the end of 1991 was $202.8 million. The
Company has no plans to add additional programs
in 1992,

Capital Expenditures and Cash
from Operating Activities
$/Share

5

B Cash from
Operating Activities

M Capital
Expenditures

Capital Expenditures
Additions to fixed assets in 1991 were $38.5 million
compared to $105.9 million in 1990. The focus of the
1691 capital expenditures program was on maintain-
ing normal operations. In the current business cli-
mate, capital expenditures are being tightly controlled.
Compliance with pending environmental legisla-
tion of the Government of Canada and the Provinces
of Ontario and Quebec may require that the Company
incur capital expenditures of approximately $250
million in order to meet the guidelines. There are
varying deadlines for complying with these regula-
tions, with the earliest being January 1, 1994. Exten-
sions to these implementation dates may be obtained
under certain circumstances. The Company is
engaged in exploring alternative methods of produc-
tion in order to meet the environmental requirements
of the proposed legislation and guidelines at substan-
tially reduced capital cost.




MAMNMAGEMENT?S DAISIGUSSEON ANDCANALYSTS

The Company’s planned capital expenditures for
1992 amount to $50 million. These expenditures are
spread throughout the Company’s business, and are
required in order to maintain and improve product

quality.
Debt and Equity as a
Percent of Total Capital
%
e S e it ot S S SRS
S = B = B

80 R B

87 88 89 90 91
B Equity Debt

During the year, the Company reduced long term debt
by $21.8 million, including $17.3 million of scheduled
sinking fund obligations, and a $4.5 million voluntary
sinking fund payment.

Lines of credit have been arranged with several
banks for liquidity purposes, and at the end of 1991
the Company had a balance of $305 million available.

Foreign Currency and Interest Rate Exposure
Management

As a significant portion of the Company’s sales are
made in U.S. dollars, any movement of the Canadian
dollar in relation to the US. dollar could have an
impact on earnings. To manage foreign exchange, the
Company has a hedging program which, through the
use of options and forward contracts put in placea
year in advance of expected sales, limits the effects of
changes in U.S. and other foreign currency exchange
rates. :

The Company's management of the risk associ-
ated with currency exposure in a global market-place
has benefitted the Company in 1991 by protecting its
sales revenues denominated in US. dollars at an aver-
age exchange rate of Cdn. $1.1840 against an average
U.S. dollar spot rate of Cdn. $1.1457 for 1991

In addition, the Company manages its cxpo:;uré to
floating rate debt through the use of interest rate
exchange agreements. At the year end the Company
had U.S. $150 million of floating rate debt swapped to
fixed at an average rate of 8.9% and an additional
US. $100 million of debt subject to option agreements
with the exposure limited to, on average, a high of
10.6% and a low of 8.1%.

In 1991, the U.S. dollar averaged Cdn. $1,1457,
down 1.8% from $1.1668 in 1990.

Dividends

In 1991, the Company paid four quarterly dividends
of $0.125 each for a total of $0.50 per common share.
Total cost of these dividends was $34.6 million. There
was no E:hange in the level of common share dividend
declared or paid in 1991 from 1990.




MANAGEMENT'S REPORT

The consolidated {inancial statements and all other infor-
mation in the Annual Report are the responsibility of man-
agement and have been approved by the Board of Directors.

The financial statements have been prepared by manage-
ment in accordance with accounting principles generally
accepted in Canada and include some amounts which are
based on best estimates and judgements. Financial informa-
tion provided clsewhere in the Annual Report is consistent
with that shown in the financial statements.

The integrity of the financial statements is supported by
an extensive and comprchensive system of internal account-
ing controls and internal audits, the latter being coordi-

nated with reviews and examinations performed by the

@%Qsﬁcs\u&g

Ronald Y. Oberlander

AUDITORS”

To the Shareholders of Abitibi-Price Inc.

We have audited the consolidated balance sheets of
Abitibi-Price Inc. as at December 31, 1991 and 1990 and the
consolidated statements of earnings, retained earnings and
changes in cash position for the years then ended. These
financial statements are the responsibility of the company’s
management. Qur responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assur-
ance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,

February 17, 1992

Toronto, Oniario

shareholders’ auditors in the course of satisfying themselves
as to the reliability and objectivity of the financial statements.

The shareholders’ and internal auditors have free and
independent access to the Audit Committee which is com-
prised of five non-management members of the Board of
Directors, The Audit Committee, which meets regularly
throughout the year with members of financial manage-
ment anci the shareholders’ and internal auditors, reviews
the consclidated financial statements and recommends
their approval to the Board of Directors.

The accompanying consolidated financial statements
have been examined by the shareholders’ audilors, Price

Waterhouse, whose report follows.

Eilcen A. Mercier

REPORT

evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made
by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these consolidated financial statements
present fairly, in all material respects, the financial position
of the company as at December 31, 1991 and 1990 and the
results of its operations and the changes in its cash position
for the years then ended in accordance with generally

accepted accounting principles.

Pries, Uoderhouna

Chartercd Accountants

JBmBI-PRICE
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CONSOLIDATED EARN

Year ended December 31

INGS

(millions of Canadian dollars) 1991 1990
(note 6)
Net sales $2.800.5 £3,088.0
Cost of sales 2,493.6 2,684.5
Selling and administrative expenses 233.7 264.0
Depreciation and depletion 113.1 113.3
2,840.4 3,061.8
Operating (loss) profit {39.9) 26.2
Loss from newsprint joint ventures, before income taxes (note 2) (1.5) (9.4)
Interest expense - long-term (note 12) (35.0) (34.2)
- short-term (12.7) (21.6)
Unusual items {(note 3) 44.4) {(54.1)
Other income and expense (note 4) 4.0 13.8
{129.5) (79.3)
Recovery of income taxes (note 5) 53.6 28.9
Loss for the year {75.9) (50.4)
Provision for dividends on preferred shares (L7) (2.2)
Loss attributable to common shareholders $ (77.6) S (52.6)
Per Common Share:
Loss $ (1.12) $ (0.76)
Dividends declared 0.50 0.50
Weighted average number of common shares outstanding (millions) 69.3 69.3
CONSOLIDATED RETAINLED FARNINGS
Year ended December 31
(millions of Canadian dollars) 1991 1990
Retained earnings at beginning of year, as previously reported § 856.6 $ 938.1
Prior period adjustment (note 6) (5.8) —
Retained earnings at beginning of vear, as restated 850.3 938.1
Loss for the year (75.9) (50.4)
774.9 887.7
Dividends declared
Preferred shares (1.7} (2.2)
Common shares {34.6) (34.7)
Retainced carnings at end of year $ 738.6 $ 850.8

ABMBFPRICE
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CHANGES IN CONSOLIDATED CASH POSITION

Year ended December 31

(millions of Canadian dollars) 1991 1990
Operating Activities
Loss for the year $ (75.9) $ (50.4)
Depreciation and depletion 113.1 113.3
Unusual itemns 28.0 29.8
Deferred pension cost 4.0 (13.2)
Goodwill 3.2 3.5
Deferred income taxes (52.4) (26.3)
Other ) {10.2) 9.0
9.8 65.7
Change in operating working capital (note 7) 104.0 137.5
Cash from operating activities 113.8 203.2
Financing Activities
Repayment of long-term debt (21.8) {34.9)
Retirement of preferred shares (6.1} 3.9
Other 2.1 0.6
Cash applied to financing activities (25.8) (38.2)
Investment Activities
Additions to [ixed assets (38.5) (105.9)
Sale of equity interest and operating divisions 90.3 —
Investinent in newsprint joint ventures (2.8) (31.2)
Decrease in long-term receivables 2.2 4.0
Other 2.7 0.2
Cash from (applied to) investment activities 48.5 (132.9)
Dividends Paid
Preferred shareholders (1.7) (2.9)
Common shareholders (34.6) (34.6)
(36.3) (37.5)
Cash - Increase (decrease) 100.2 (5.4)
- Beginning of year {155.1) (149.7)
- End of year $ (549 $(155.1)

Cash comprises cash less bank indebtedness and commercial paper.

BmBI-PRICE




CONSOLBIDATED BALANCE SHEET

December 31

{millions of Canadian dollars) 1991 1990
ASSETS
Current assets
Accounts receivable (note 8) S I163.5 & 2855
Income taxes receivable 3 7.7
Inventories (note 9) 341.6 396.7
Prepaid expenses 28.4 26.2
240.8 716.1
Fixed assets (note 10)
Property, plant and other fixed assets 2,399.0 2,409.2
Less — accumulated deprectation and depletion £, 117.9 1,035.5
1,281.1 1,873.7
Other assets
Investment In newsprint joint ventures (note 2) 202.6 196.3
Deferred pension cost (note 16) 73.0 75.8
Goodwill 46.2 55,2
Long-térm receivables, investments and other assets 18.3 55.8
340.1 383.1
$2.162.0 $2,472.9

Approved by the Board of Directors:

Director

Director

JHBMBIPRICE
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December 31

(millions of Canadian defiars) 1991 1990
LIABILITIES
Current liabilities

Bank indebtedness and commercial paper (note 11) S 549 S 1551

Accounts pavable and accrued liabilities 342.6 356.8

Dividends payable 8.6 8.6

Long-term debt due within one year {note 12) 13.7 17.1

419.8 557.6

Long-term debt (note 12) 370.8 389.9
Unrealized loss on translation of long-term debt payable in U.S. funds — (1.3
Deferred income taxes 349.5 406.5
SHAREHOLDERS' EQUITY
Capital stock (note 13)

Preferred Shares

Series F — 1,831,139 shares
{1990 - 2,366,850 shares) 21.1 27.2

Common Sharcs — 69,266,738 sharcs 262.2 262.2

Retained earnings 738.6 850.8
[,021.9 1,140.2
$2,162.0 £2,472.9
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CONSOLIDATLED

SEGMENTED

INFORMATION

. . - Inter Oprratin Additions
Year ended December 31 Sales 10 Segment Segment Nepreciation Profit # CUnusual to Fixed Total
(midlions of Canadian dollars) Cnstomers Sales Sales and Nepletion (Loss) Trems Assets Assets
1991
Business Segments
Newsprint S 907.2 $ 1.2 $§ 908.4 $ 55.1 $(22.4) $30.1 $ 16.6 $1,024.8
Groundwood papers 326.1 0.1 326.2 327 (0.5) 4.4 9.7 503.1
Coated papers 81.6 14.9 96.5 7.9 40.7) 4.4 1.3 129.9
Distribution, Oflice
products and
Converted products 1.237.9 0.5 1,238.4 8.0 25.6 5.4 6.8 314.2
Building products 185.0 — 185.0 8.0 {2.7) — 2.5 139.5
Other 62.7 — 62.7 1.4 0.6 0.1 0.6 21.9
Eliminations — {16.7) (16.7) —_ — — — —
$2,800.5 $ — 8238005 $113.1 $(39.9) $44.4 37.5 2,133.4
Corporate 1.0 28.6
$ 385 S2,162.0
Geographic Segments (1)
Canada {2} $1,957.0 $i41.9) $1,657.2
LUSA 843.5 2.0 476.2
$2,800.5 $(39.9) 2,133.4
Corporate 28.6
$2,162.0
1990
Business Segments
Newsprint $ 9981 $ 1.2 8§ 9993 £ 548 S 1.8 $24.7 $ 57.8 81,0839
Groundwood papers 344.0 1.3 345.3 314 0.6 13.4 26.4 535.8
Coated papers 130.1 21.7 151.8 7.8 (26.3) 2.9 1.9 148.5
Distribution, Office
products and
Converted products 1,364.8 0.6 1,365.4 9.4 413 12.9 9.6 468.9
Building products 192.3 — 192.3 8.0 6.8 — 7.6 150.4
Other h8.7 — 58.7 1.9 2.0 0.2 0.4 174
Eliminations — (24.8) (24.8) — — — — —
$3,088.0 $ — 830880 $113.3 £26.2 $54.1 103.7 2,404.9
Corporate 22 68.0
S$1059 §2472.9
Geographic Segments (1)
Canada {2} 82,2559 $14.9 $1.940.2
US.A. 832.1 11.3 464.7
£3,088.0 8 26.2 2,404.9
Corporate 68.0
£2,472.9
Notes:

(I} Geagraphic segiments reflect the location of the source of the product sold.

(2) Canadian operations include sales to the US. market of $3653.5 million (1990 - $801.0 million) and other export sales of $226.7 million

(1990 - 3213.2 miilion).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1991 and 1990

1. Summary of significant accounting policies

The consolidated financial statements are expressed in
Canadian dollars and are prepared in accordance with

‘accounting principles generally accepted in Canada.

(a) Basis of presentation
The financial statements consolidate the accounts of
Abitibi-Price Inc. and all subsidiaries. Investments in joint
ventures are accounted for by the equity method.

Goodwill, which represents the excess of the cost of
acquired businesses over the values attributed to the under-
lying net assets, is amortized over periods not exceeding

40 years.

(b) Translation of foreign currencies
The assets and liabilities of self-sustaining foreign subsi-
diaries and affiliates are translated into Canadian funds at
year-end exchange rates and the resulting unrealized
exchange gains or losses are included in sharcholders’
equity. The earnings statements of such operations are
translated at exchange rates prevailing during the year.

Monetary asscts and liabilities of domestic companies
and integrated foreign subsidiaries which are denominated
in forcign funds are translated into Canadian funds at year-
end exchange rates, non-monetary assets are translated at
historical rates, and transactions included in earnings are
translated at rates prevailing during the year, with the excep-
Llion of depreciation which is translated at historical rates.
Exchange gains or losses on translation are included in
earnings, with the exception of those which arise on the
wranslation of long-term debt payable in U.S. funds. Such
gains or losses which relate to debt that hedges the net
investment in self-sustaining US. subsidiarics and joint
ventures arc included in shareholders’ equity, while the
balance, if any, which relates to debt that is hedged by a
future income stream denominated in US. funds, is
deferred and included in carnings in the same years as the
income stream.

The Company manages its foreign exchange exposure on
future sales through the use of options and forward con-
tracts. Resulting gains and losses arc included in carnings

when realized.

(¢) Inventories

Inventories of finished products, work in process and mate-
rials and operating supplics are valued at the lower of aver-
age cost and net realizable value. Inventories 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 preproduction and start-up costs. Investment
tax credits and grants received under government programs
relating to capilal expenditures are credited to lixed assets.
Depreciation is provided at rates considered adequate to
amortize the cost over the productive lives of the assets. The
principal asset category is primary production equipment
which is depreciated over 20 years on a straight-line basis.

{¢) Pension costs

Earnings are charged with the cost of benefits carned by
employees as services are rendered. The cost reflects man-
agement's best estimates of the pension plans’ expected
investment yiclds, wage and salary escalation, mortality of
members, terminations and the ages aL which members will
retire. Adjustments arising from pension plan amendments,
cxperience gains and losses and changes in assumptions arc
amortized to earnings over the estimated average remaining
service lives of the members.

The difference between amounts included in earnings
and Company contributions to the pension plans appears
on the balance sheet as deferred pension cost.

Costs associated with post-retirement benefits are recog-
nized as incurred by the Company.

() Income taxes

Earnings are charged with income taxes relating to reported
profits. Differences between such taxes and taxes currently
payable, which result from timing differences between the
recognition of income and expenses for accounting and for
tax purposes, are reflected as deferred income taxes on the
balance sheet. Income taxes have not been provided on
undistributed earnings of foreign subsidiaries because
reniittance of such earnings would not result in any signifi-
cant tax fiability.

ABMBLPRICE




NOTLES TO

2. Newsprint joint ventures

A significant part of the Company’s newsprint operations is
represented by three joint venture partnerships which are
accounted for by the equity method. The Company’s equity
interests in these partnerships are: Gaspesia Pulp and Paper
Company Lid. - 51%, Augusta Newsprint Company - 50Y%
and Alabama River Newsprint Company ~ 50%. In all three
cases, marketing agreements provide for the Company to
scll the newsprint production of the joint ventures.
Condensed combined earnings statements and balance

sheets of the joint ventures are as follows:

Earnings statements

1991 1990
(5 millions)
Net sales $327.9 £313.5
Costs and expenses (304.4) (310.0)
Interest (a) (26.5) (22.0)
Loss before income taxes (b) {c) 5 {2.8) € (18.5)
Abitibi-Price Inc!s share S (L5 & (94)
Balance sheels
199} 199()
(& millions)
Current assets (d) $129.9 5 974
Current liabilities (79.9) (732.9)
Fixed asscls (net} 853.8 844.6
Loans from partners - {69.6)
Long-term debt (e} (333.1) (5609.9)
Other 35 33.4
Partners’ equity $402.2 $320.0
Abitibi-Price Incs investment in joint
venlures:
Equirty $ 202.6 $160.8
Loan — 35.5
%2026 $196.3

(a) Includes interest of $1.7 million in 1991 (1990 - $5.9
million) charged on loans from joint venture partners.

(b) Gaspesia is an incorporated company which is responsi-
ble for its own income taxes, Any taxable income of the
other joint ventures, which are unincorporated, is included
in the individual income tax returns of the partners. Recov-
ery of income taxes reported on the earnings statement
includes Abitibi-Price Inc’'s share of Gaspesia's recovery of
$2.0 million in 1991 and $5.4 million in 1990.

CONSOLIDATIED

FINANOCIAL STATEMENTS

(¢} Alabama River Newsprint Comnpany commenced com-
mercial production of newsprint on October 1, 1981, Capita-
lized interest on this project in 1991 was $23.8 million (1990
- 526.2 million}.

(d) Includes accounts receivable with Abitibi-Price Inc. of
S$44.1 million in 1991 and $39.5 million in 1990. The consol-
idated financial statements include corresponding amounts
in accounts payable and accrucd liabilities.

(e) Long-term borrowings are without recourse 1o the

partners.

3. Unusual items

1981 1990

(% milhens)

Cost of idling Thunder Bay newsprint

mill 316.5 > —
Cost of employee restructuring
programs 21.5 34.7
Charges relating to permanent closure
of operations:
Provincial Papers plant at George-
town, Ontario 1.9 -

Jafte office products business in

Florida 0.9 12.9
Groundwood papers machine at
Jonquiére, Quebec — 1.8
Write-off of preliminary expenditures
on capital projects which have been
cancelled 3.6 4.7
$44.4 5$64.1
4. Other income and expense
1991 1990
(8 millions)
Interest $6.2 © 8107
Discount on sale of accounts receivahle (8.0 —
Gain (loss) on sale of assels 1.8 (0.9}
Spicers Paper Limited - equity income 0.5 3.0
Foreign exchange gain 1.3 0.4
Other 2.2 0.6
S 4.0 5138

ABmBI-PRICE
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NOTLS TO CONSOILIDATED

3. Income fuxes
The Company's effective income tax rate is as follows:
1991 1990

($ millions)

Loss before income taxces $(129.5; £(79.3)
Recovery of income taxes S 53.6 S 289
Effective income lax rate {41.4)%¢ (36.4) %
Madc up of:
Combined basic Canadian federalf
provincial income tax rates 400.9) % {40.1)%
Eifect of:
Manufacturing and processing
allowances 2.6 28
Large corporations tax RS 4.8
Tax rate differential (6.8) 3.4)
Foreign taxes 1LY 1.0
Application ol prior years' capital
fosses (1.% —
Other 1.2 (1.5)
Eifective income tax rate (41.)% (36.4)%

Al December 31, 1991, the Company and its subsidiaries
had operating loss carryforwards [or income tax purposes
totalling approximately $150 mitlion, which expire between
1997 and 2006, the benefit of which has been reflected in

these financial statements.

6. Prior period adjustment

During the fourth quarter of 1991, the Company became
aware of a misstatement of the 1990 operating results in the
Converted Products division of the Diversified Group. For
1990, operating profit has been decreased by $10.3 million
and the loss for the year and the loss per common share
have been increased by $5.8 million and $0.08 per share,
respectively. As a result, the balance ol retained earnings at
January 1, 1991 has been adjusted by $53.8 million (net of

recovery of income taxes of $4.5 million).

FEINANCIAL

STATREMENTS

7. Change in operating working capital

1991 1990
(Smathons)
Cash used for changes in operating
working capital components:
Decrease (incrcase) in current assets:
Accounts receivable $120.4 $ 976
Income taxes receivable (2.8) (2.3)
Inveniories 535 135
Prepaid expenscs 2.2 0.3
Increase (decrease) in accounts
payable and accrued liabilities {39.0) 28.4
[29.9 137.5
Operating working capital included
in sale of operating divisions (25.M —
Change in operating working capital $104.0 31575

8. Accounts receivable

Under three agreements entered into with major Canadian
and U.S. banks, the Company has the right, on an ongoing
basis, to sell certain trade accounts receivable with minimal
recourse and with the Company continuing to administer
the collection of the recetvables, The wotal of such receiv-
ables which remained outstanding at December 31, 1991 was
$202 8 million {1990 - $137.3 million).

9. Inventories

1594 1990
($ millions)
Finished products and work in process $199.1 $221.2
Pulpwood, sawlogs and expenditures
on current logging operations 81.8 99.7
Materials and operating supplies 60.7 75.8
$341.6 $396.7

ABMBLPRICE
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NOTLES TO

10. Fixed assets

Accumulated

Cosl depreciation 1991 Net 1890 Net
(5 millions)
Property, plant
and equipment 322782 51,0351 $1.243.1 $1.3325

Logging equip-

ment and

development 87.2 69.6 27.6 30.3
Timber Hmits

and water power

rights 23.6 13.2 10.4 10.9

$2,399.0 31.117.9 $51.281.1 $L3737

11. Bank lines of credit and commercial paper

At December 31, 1991, the Company had $305 million in
unused bank lines of credit. Any borrowings under these
demand lines of credit would bear interest at prevailing
market rates.

There were no short-term promissory notes cutstanding
under the Company's commercial paper program at Decem-
ber 31, 1991, Floating interes! rates on short-term promis-
sory notes issued under the Company's commercial paper
program were 8.04% on U.S. $38.4 million (Cdn. $44.5 mil-
lion) of notes outstanding at December 31, 1990.

12, Long-term debt
1991 1990

% muihions)

CONSOLIDATED

Abitibi-Price Inc,
Sinking Fund Debentures

11 % % Series I, maturing 1995 (a) $ 56 ¥ 65

11 % % Series (¢ — 9.3
10.65% Series H, maturing 2000
(US. $76.1 million) §7.9 98.3

Floating Rate Term Loan, maturing

FINANCIAL STATEMENTS

(a) The Company has entered into a currency swap agree:
meni in 1991 covering interest and principal payments over
the period o maturity, resulting in an effective interest rate
of'9.1%% on the U.S. dotlar equivalent of the outstanding
debt,

(b) Interest is at a rate approximating LIBOR. The loan is
secured by an Abitibi-Price Inc. Series L Debenture. The
Company has entered into interest rate exchange agree-
ments, covering the period to 1994, for a principal amount
of U.S. $150 million at an average fixed interest rate ot 8.9%.
In the event of nonperformance by the other partics to the
interest rate swap agreements, the Company would be

exposed to floating interest rates.

{c) Interest is al rates approximating U.S. base rate or LLIBOR
for US. funds borrowings and at rates approximating Euro-

Canadian rate or Canadian bank prime for Canadian funds
borrowings. The loan is secured by an Abitibi-Price Inc.

Sertes K Debenture.

(d) The Company has entered into interest rale agreements,
covering the peried 1o December 31, 1993, which etfectively
limit exposure to {loating interest rates to an average high of
10.6% and an average low of 8.1% on a principal amount of
U.S. $100 million. In the event of nouper formance by the
other partics, the Company would be exposed to floating

mlerest rates.

Sinking fund and other long-term debt repayment obliga-
tions for the years 1993 1o 1996 arc estimated 1o be $123.2
million, $184.8 mitlion. $15.6 million and $10.5 million,
respectively.

All ourstanding sinking fund debentures are currendy
redecmable at the oprion of the Company.

During the vear ended December 31, 1991, interest of $1.4
million was capilalized on major capital additions (1990 -
%4 8nillion).

1994 (U.S. $150 million) (b) 173.3 174.0 13. Capital stock
The Company is governed by the Canada Business Corpora-
Abitibi-Price Refinance Inc. tions Actand is authorized to issue an unlimited number of
Floating Rate Cuinulative/Term preferred shares and coinmon shares.
[oan, maturing 1993 The $0.94 Cumulative Redeemable Retractable Preferred
{L.S. $96.4 million) (c)id) 111.4 111.9 Shares Series F, which were issued at $11.30 per share, are
Otber indebredness 6.3 7.0 redcemable by the Company at $11.50 per share and are
o 384.5 407.0 retractable at $11.50 per share at the option of the holder on
Less: Amount due within one vear 13.7 171 January | ineach year. In 1991, 533,711 sbares were
retracted (1990 - 339,600 shares).
$370.8 $389.9
AABmBI-PRICE




NOTES TO CONSOLIDATED

14. Foreign currency hedging commitments

At December 31, 1991, the Company was committed to
options of US. 8683 million, maturing from January to
December 1992, which protect the Company against the
Canadian value of the U.S. dollar falling below an average of

Cdn. $1.1585 and which, in the event of a strengthening US,
dollar, require the Company to sell U.S. dollars at rates

which average Cdn, $1.2297,

15. Lease connmitments

The Company and its subsidiaries have entered into operat-
ing leases to charter ships and to Jease property and equip-
ment for various periods up to the year 2028 at rentals
aggregating approximately $88.9 million, Minimum pay-
ments under these leases are as follows:

(8 millions)

1992 $29.0
1993 19.7
1994 1.0
1995 7.7
1996 5.5
Remaining years 16.0
$88.9

16. Pension plans

The Company's pension plans, covering most employees,
are primarily contributory, defined benefit plans that pro-

vide pension benefits based on length of service and final

average earnings. The Company has an obligation to ensure

that there are sufficient funds in these plans to pay the
benefits earned and, although the Company’s contributions

vary from year (o vear, they are made in accordance with the
annual contribution requirements of regulatory authorities.
Pension funds are managed by professional fund managers

in accordance with guidelines established by the Pension

Fund Committee of the Board of Directors. At December 31,

1991, approximately 56 % of the assets were held in equity

securities, with the remainder in fixed income securities.

FINANCIAL STATEMENTS

The following table reconciles the funded status of the
pension plans with the amounts recognized on the Compa-
ny’s balance shect:

1991 1990
($ milhons)
Market value of asscts % 843.5 S$7839
Actuarial present value of accumulated
plan benefits based on current service
and compensation levels
Vested 605.2 619.1
Non-vested 15.7 4.6
620.9 623.7
Adjustment for projected service and
compensation levels 118.4 100.0
739.3 72387
Excess of market value of assets over
projected benefit obligations $104.2 $ 60.2
Consisting of:
Unrecognized loss $ (B.4) $ (62.9)
Prior service cost not yet recognized
in periodic pension expense (45.0) (50.0)
Balance of unrecognized net assets
existing at January 1, 1986 84.6 97.3
Deferred pension cost recognized
on the balance sheet 73.0 75.8
§104.2 S 602

Net pension cost (credit) of the Company plans includes

the following components:

1991 1990
($ millions)

Service cost - benefits earned during

the year for both defined benefit

and defined contribution plans $ 162 s 171
Interest cost on projected benefit

obligations 65.3 63.9
Actual (gain) loss on plan assets (125.4) 19.7
Net total of other components 53.8 (106.7)
Net pension cost {credit) $ 99 8§ (6.0)

Pension benefit obligations were based on an assumed
discount rate of 9.5% (1990 - 9.5%) and an assumed com-
pensation rate increase of 6.0% (1990 - 6.0%). The assumed
long-term rate of return on pension plan assets was 9.5%
(1990 - 9.5%).

BmBHPRICE

D




s e

NOTES TO

17. United States accounting principles

The financial statements have been prepared inaccordance
with generally accepted accounting principles ("GAAP”} in
Canada which, in the case of the Company, conform in all
material respects with those in the United States, with the
following cxcepiions:

Earnings differences

(1) Unrealized exchange gains or losses arising on the trans-
lation of long-term debt payable in U.S. funds that is hedged
by a future income stream denominated in US. funds are
deferred and included in earnings in the same ycars as the
income streamn. Under U.S. GAAF, such gains or losses would
be included in carnings as they occur. Realized gains and
losses relating to forward exchange contracts which hedge
future sales are included in earnings at the time of the sales.
Under U.S. GAAP, unrealized gains and losses on contracts
entered into prior to obtaining firm sales commitments
would be included in carnings. If treated in accordance with
ULS. GAAP, the effect of these differences would be:

CONSOLIDATED FINANCIAL STATEMENTS

1991 1990
(% millions)

Loss, as reported under Canadian

GAAP $(75.9) $(50.4)
Unrealized gain on translation of long-

Lerm debt payable in U.S. funds, net

ofincome taxes (1.2) (0.4)
Unrealized gain (loss) on forward

exchange contracts, net of income

1axes 6.7 (7.3)
Loss, as adjusted 1o US. GAAP $(70.4) £(58.1)
Per Common Share:

Loss, as reported under Canadian

GAAP $(1.12) 3(0.76) -

Adjustments 0.08 - (0.11)

Loss, as adjusted under U.S, GAAP $(1.04) $(0.87y

(i) The impact on net earnings adjusted under U.S. GAAP of
Financial Accounting Standard 96 relating to income taxes
has not been estimated, inasmuch as amendments are
expected 1o result from the current review of the statement
by the FASB. Similarly, the impact of Finaucial Accounting
Standard 106 relating to employee post-retirement benefits,
is under review but not complete. Both standards are cur-
rently required to be implemented for 1993,

18. Comparative figures

Certain comparative figures have been reclassified to con-
form to the current year’s financial statements presentation.
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QUARTERIY

(unaudited)
(millions of doilars, excefrt per share amounts)

Ist Quarter

FINANCIAL

2nd Quarter

3rd Quarter

INFORMATION

4th Quarter

Total

1991
Net sales S 7264 8 762.7 §692.5 S 652,15 3 2.800.5
Operating profit {loss) (6.8) 9.4 (9.3) (332 (39.9)
Unusual itcms — (20.0 — {244 {44.4)
Net loss (5.3} (3.7 (16.6; (18. 1) (73.9
Per common share:
Net loss S {0.09) S (003 S i0.2% S (0.70) S (LI
Dividends declared 0.125 9.125 0,125 0.125 (.50
Dividends paid iL125 0.125 0.125 .125 0.50
Price range per common share
Toronto Stock Exchange
High $ 15.50 $ [6.50 516,75 S 15.88
Low 11.25 15.00 i5.00 14.38
New York Stock Exchange
(U.S. Dollars)
High 13.25 14,50 14.63 14.00
Low 9.88 12.88 13.13 [2.50
1990(1)
Net sales S784.8 S RO3.1 $756.8 $743.3 $ 3,088.0
Operating profit (loss) 8.2 373 15.6 {34.9) 26.2
Unusual itens (13.7) (28.9 —_ (11.5) (54.1)
Net loss (11.3) (3.7 {0.7) (34.7) (50.4)
Per common share: :
Net loss S (017 § (0.06) $ (0.09) S5 5 (0.76)
Dividends declared 0.125 0.125 0.125 0.125 0.50
Dividends paid 0.125 0.125 0.125 0.125 0.50
Price range per common share
Toronto Stock Exchange
High $16.25 $15.88 $16.00 5 14.63
Low 13.00 14.75 14.50 12.00
New York Stock Exchange
(LS. Dollars)
High 15.88 13.75 14.00 12,75
Low 11.38 12.63 12.63 10.38

(1) 1990 4th quarter figures bave been restated as explained in Note 6 of the notes to the consolidated financial statements.



ELEVEN.-YEAR FINANCIAL REVIEW

Year ended December 31 1991 1990(1) 1989 1988
Sales and earnings ($ millions)
Net sales ' $2,800.5 $3,088.0 §3,257.7 $3,304.5
Cost of sales 2,493.6 2,684.5 2.717.2 26171
Selling and administrative cxpenses 233.7 264.0 2733 256.0
Depreciation and depletion 113.1 113.3 1115 104.4
Operating (loss) profit (39.% 26.2 155.7 327.0
Income (loss) from newsprint joint ventures,
before income taxes (1.5) {9.4) 3.6 29.4
Interest expense - long-term 35.0 34.2 38.2 49.8
- short-term 12.7 21.6 6.5 0.9
Unusual items 44.4 54.1 31.2 —
Other income and expense 4.0 13.8 15.7 15.9
Provision for {recovery of) income taxes, (53.6) (28.9) 44.9 133.4
Earnings (loss) before extraordinary items : (75.9) (50.4) 54.2 188.2
Extraordinary items ' - — — 2.9
Net earnings (loss) {75.9) (50.4) 54.2 191.1
Dividends declared ($ millions)
Preferred shares $ 1.7 3 2.2 $ 5.7 $ 7.8
Common shares (2) 34.6 34.6 60.6 69.3
Capital expenditures ($ millions) $ 385 $ 1059 § 2127 § 1682
Financial position (3 millions)
Working Capital $ 121.0 3 1785 § 3080 $ 5212
Fixed assets, net 1,281.1 1,373.7 1,395.3 1,322.7
Long-term debt 370.8 389.9 407.0 459.0
Deferred income taxes 349.5 406.5 417.0 389.%
- Preferred shares 21.1 27.2 31.1 1154
Common shareholders’ equity 1,000.8 1,113.0 1,200.53 1,212.4
Per common share (2)
Earnings (loss) before extraordinary items $ (112 $ (0.76) $ 070 $ 260
Net earnings (loss) (1.12) (0.76) 0.70 2.64
Dividends declared (3) 0.50 0.50 0.875 1.00
Dividends paid () 0.50 0.50 1.00 1.00
Common shareholders' equity i4.44 16.06 17.32 17.50
Return on average common shareholders’ equity — — 4.09% 15.6%
Long-term debt/long-term debt plus shareholders' equity 26.6% 255% 24.8% 25.7%
Number of employees (year end}) 12,068 14,300 15,600 16,200
Notes: '

(1) Figures for 1990 have been restated to reflect the correction of a misstatemnent as referred to in Note 6 of the notes to the consolidated
financtal statements, '

(2) Figures for the years 1981 to 1984 have been restated (o reflect the 3-for-1 split of common shares which became effective May 1, 1985.

(3) Four quarierly dividends were paid in each of the years 1981 1o 1991, but because of changes in dividend declaration dates, three
dividends were dectared in 1983 and five in 1985,



1987 1986 1985 1984 1983 1982 1981
$2,988.0 $2,763.5 $2,549.8 $2,137.2 $1,660.2 51,634.3 51.763.4
2,425.6 22724 2,103.3 1,814.1 1.455.8 1,378.2 1,387.4

232.3 201.4 187.0 131.6 113.9 121.0 116.7

92.0 83.5 77.6 73.5 64.8 66.3 58.0

238.1 206.2 181.9 118.0 25.7 68.8 201.3

19.7 20.7 9.9 5.9 6.7 1.8 12.5

9.1 34.8 42.8 40.4 18.8 24.8 27.7

2.8 2.0 2.9 1.2 0.8 1.4 —

11.9 5.3 18.8 17.8 25.0 28.6 18.4

1021 85.3 64.7 27.8 {0.2) 19.1 81.1

125.7 110.1 100.2 72.3 38.0 63.9 123.4

— (2.8} — (2.2) — (2.6) 12,3

125.7 107.3 100.2 70.1 38.0 61.3 1357

3 8.1 b 8.7 8 9.3 ) 8.0 $ 7.4 S 108 S 10.0

48.5 41.5 47.0 25.0 12.4 31.1 331

$ 2203 S 249.3 $ 1939 $ 1036 S 1552 $ 1816 $§ 2028

S 5724 S 424.8 S 33338 $ 3845 S 360.6 S 414.7 S 4423
1,275.4 1,173.8 1,079.0 959.2 957.2 885.2 806.3

564.7 428.9 44().4 409.0 386.6 381.5 3829

296.1 254.9 219.7 194.2 179.9 176.6 165.0

121.0 122.8 124.1 104.2 113.8 122.7 130.8

1,098.1 1,028.6 837.4 792.5 739.4 721.1 701.5

$ L7 $ L50 $ 142 $ 102 S 048 S 087 S 1.8

1.70 1.46 1.42 0.99 0.48 (.82 2.05

0.70 0.60 0,73 0.40 .20 0.50 0.53

0.60 0.60 0.58 0.40 0.30 0.50 0.53

15.86 14.86 13.04 12.40 11.89 11.60 11.29
% 10.9% 11.2% 8.4% 4.2% 7.5% 18.0%
31.7% 27.1% 31.4% 313% 31.2% 31.1% 31.5%

16,000 16,200 15,500 14,800 15,100 14,600 17,800

PRIMARY PRODUCTION
Newsprint* Groundwood Rraft Products Lumber Coated Papers Hardboard
(figures in thousands) ftonnes) Papers (touncs) {tonnes) (mfbm} (tonnesy  (msfequivalent)
Production

1986 1,768 350 a7 83 132 1.058
1987 1,833 363 25 112 1,147
1988 1,900 407 — 52 144 1,052
1989 1,791 416 — 32 140 1,054
1990 1,723 420 — 50 126 1,153
1991 1.613 407 — 55 88 1,110
Capacity - 1992 2,134 469 — 75 154 1,166

*Newsprint {igures include the total production of the joint ventures at Chandler, Quebec, at Augusta, Georgia, at Claihorne, Alabama and
the idied mill at Thunder Bay, Onario.

39 J



Robert J. Butler
{Agc 69) (3,4)
Direcior
Toronto, Ontario

Marshall A. Cohen, Q.C.

(Age 56) (1,3)

President and Chief Executive
Officer

The Molson Companies Limited
Toronto, Ontario

Lionel G. Dodd

(Age 52) (1.2)

Chief Operating Officer
O&Y Enterprises Inc,
Toronto, Ontario

Bernd K. Koken

(Age 65) (1,4.5)
Chairman of the Board
Abitihi-Price Inc.
Osprey, Florida

C. Edward Medland
(Age 63)(2,3)
Director

Toronto, Ontario

Gilbert I. Newman

(Age 70) (1,2,4)
Executive Vice-President
Olympia & York
Developments Limited
Toronto, Ontario

Ronalid Y. Oberlander

(Age 50) (1)

President and Chief Executive
Officer

Abitibi-Price Inc.

Toronte, Ontario

DIRECTORS

Albert Reichmann
(Age 63)(1,3,5)
Chairman

Olympia & York
Developments Limited
Toronto, Ontario

Paul Reichmann

(Age 61) (1)

President

Olympia & York
Developments Limited
Toronto, Ontario

Ralph Reichmann

(Age 58)

Executive Vice-President and
Treasurer

Olympia & York
Developments Limited
Toronte, Ontario

Francis J. Ryan, Q.C.

(Age 65) (2)

Partner

Stewart McKelvey Stirling Scales
5L Juhu's, Newfoundland

John A. Tory, Q.C.
(Age 61) (1,3)
Deputy Chairman
The Thomson
Corporation
Toronto, Ontaric

Paul-Gaston Tremblay
(Age 63) (2,4)
President
Primo-Gestion Inc.
Chicoutimi, Quebec

David A. Ward, Q.C.
(Age 60) (4,5)
Partner

Davies, Ward & Beck
‘loronto, Ontario

(1) Executive Committee

The Executive Committee acts on behalf of the
Board of Directors between regular Board
meetings on matlers requiring company action
before the Board can be assembled. These
matters will usually have been addressed
previously by the Board, which will have provided
direction to the Executive Committee. In
addition, the Commirtee reviews long-term
strategic plans, annual objectives, major capital
projects and investment strategies as well as
significant acquisitions and divestitures.

(2) Audit Commirttee

None of the members of the Audit Committee are
officers of the company. This commitlee reviews
all audited financial statements with
management and the shareholders’ auditors and,
after satisfying itself as to the integrity of the
statemnents, recommends their approval by the
Board. The Audit Committee also revicws
changes in accounting policies and satisfies itself
as to the effectiveness of audit programs and -
internal control systems and procedures. The
Committec meets regularly with both internal
and external auditors, with or without
manaygement, to consider the results of their
audits and other activities they supervise. The
Committee also recommends the appoiniment of
the company’s external auditors to the Board.

(3) Human Resources and Compensation
Commiltee

The Human Resources and Compensation

Commillee oversees compensation and career

development for the company's officers and

managers.

{4) Pension Fund Commnittee

The Pension Fund Committee advises the Board
with respect to all funding, administrative and
policy matters relating to the company’s pension
plans.

(5) Nominating Committee

The Nominating Commitiee recommends to the
Board the slate of director candidates Lo be
proposed for election by the shareholders at the
annual meeting. It also recommends candidates
to fill vacancies on the Board as they occur.



Chairman of the Board

Bernd K. Koken

President and Chief Executive Officer

Ronald Y. Oberlander

Execulive Vice-President
J- Kenneth Stevens
Diversified Group

Senior Vice-Presidents

George R. Arellano
Commercial Business

Marcel C. Bcaudoin
Commercial Business

Jean-Claude Casavant
Organizational Leadership and Innovation

T. Maitland Devine
Publishers Business

Robert G. Lawrie
Counsel, Compliance and Communication

David L. Loretto
International Business

C. Donald Martin
Publishers Business

Eilcen A. Mercier
Chigf Financial Officer

John V. Olsen
Business Support Board

PRINCIPAL

OFFICERS

Vice-Presidents

Fernand H. Duquetie
Engineering and Environment

James A, Hone
Financial Services
Commercial Business

William H. Sheffield
General Manager
Froguois Falls Division

Victor A. Wells
Condroller g

Diversified Group

Henry Hildebrand
President

Industrial Products Distribulion

Bruce J. McGroarty
Prestdent
Office Products Distribution

Yves Montmarquette
President
Printing Papers Distribution

‘Other Businesses

J. Raymond Langevin
President
Building Products

John V. Olsen
President
Provincial Papers



Annual Meeting Transfer Agents and Registrars

The annual and special meeting of shareholders of Abitibi- Montreal Trust Company
Price Inc. will be held at the King Edward Hotel, Mezzanine Toronto, Montreal, Vancouver, Calgary, Regina, Winnipeg
Level, Ballroom, 37 King Street East, Toronto, Ontario, and Halifax, Canada

Canada on Monday, April 20, 1992 at 11:00 a.m. . .
National Bank of Detroit

, . Detroit, US.A.
Common share information
Common shares of the company are listed on the Toronto, Auditors
Montreal, and Vancouver stock exchanges under the symbol A,

Price Waterhouse
and on the New York Stock Exchange under the symbol ABY. o aterhot

Toronto, Canada
Annual Information Form

A copy of the company’s annual information form as filed
with securities regulators in Canada and the United States is
available from investor relations at:

Abitibi-Price Inc,
207 Queen's Quay West, Suite 680
Toronto, Ontario
Canada M5] 2P5

Telephone (416) 369-6700

Under the Multi-Jurisdictional Disclosure System (MJDS)
introduccd in 1991, the company’s annual information
form (AIF) is accepted by the Securities and Exchange
Commission (SEC} as a substitute filing for the Form 10-K,
which the company filed in each of the years 1987 through
1990. Similarly, the co'rﬁpany will file its interim quarterly
reports, instead of Forms 10, to securities regulators in
Canada and the United States.
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