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LETTER 1O SHAREIII DERS

“We picked up momentum in 1993

— cutting operating losses by
- $100 million - as we kept our focus
on our vision of becoming the finest.”

RONALD Y. OBERLANDER

President and Chicf Exceutive Officer £ & DRAMATIC IMPROVEMENT [N OUR
OPERATING RESULTS FOR 1993 WAS NOT ENOUGH TO PUT US BACK INTO THE BLACK, BUT WE
ARE CERTAINLY ON COURSE. WITH SOME POSITIVE TRENDS AT LAST IN OUR MARKETPLACE —
AND WITH THE IMPROVEMENTS WE 1JAVE BEEN MAKING INTERNALLY —~ THE FUTURE LOOKS

BRIGEHTER THAN AT ANY TIME SINCE [ BECAME PRESIDENT IN 1990,



That doesn't mean we're satisfied — far from iv. We
don't enjoy losing money, and cverybody at Abitibi-
Price is as eager as our sharcholders for our Company
to be profitable again. So we will hold our course -

and accelerare.

Understa
of the n

Abour half of the improvement in our operaring
results in 1993 was due to facrors for which we can
claim absolutely no credit - the exrernal factors of
exchange rates and cconomic growrh.

As exporters, we are greatly affecred by exchange
rates — particularly the rates between Canada and the
United States — which had a negative impact on our
earnings over the past several years, But in [993, the
rate movement finally worked in our favour — con-
tributing about $35 million to the improvement in
our results from operations.

Favourabie exchange rares delivered an
immediate benefit in 1993; momentum in the
underlying economy should deliver increasing
benefits over the next few years.

Economic recovery in North America in the
past two years by-passed our industry to a large
degree because of low levels of consumer confidence
which depressed consumer spending — reducing
media advertising which in turn reduced the number
of pages in newspapers.

Evidence that the consumer is now playing a

role in the recovery appeared in the last quareer of
1993, when we saw three successive months of rising
consumption of newsprint. At the same time, as
demand is picking up, the oversupply conditions we
have faced are improving. In North America, excess
capacity in newsprint fell by close to 50% in 1993 o
500,000 tonnes — wich further improvements
expected in 1994, We believe these highly positive
trends will translate into steady and susrainable pric-
INg iMprovements,

The demographics of newspaper readership are
changing, but it is still uncertain what impacr the
clectronic media will have on newsprint consumption
in the long term. However, over the nexr few vears,
we expect to see consumption in North America
arow in concert with general economic growth. And
other global markets should grow much more rapidly
— particularly Central and South America, the Pacific
Rim, and Eastern Europe. Qur challenge ar Abitibi-
Price is ro understand these market dynamics — and to

plan for the long rerm accordingly.

To take full advantage of the external forees shaping
our markets, we have to get even better at what we
do — and quickly. That’s why we've been working
hard to become the tinest. And in 1993 we made
considerable progress in three critical arcas: decen-

tralizing, curting costs, and marketing.



LETTER TO SHAREHOLDERS (vontinued)

In the third quarter, we built mowentum by creating o more effective, responsive and focused organization -
a major step forward in our decentralization program. We eliminated $20 million of corporate overhead -
on a permanent annual basis — and redesignated cach of our mills as a distinet business unit. Day-to-day oper-
ating decisions are now made ar the mill business unit level — and the management team of cach business unit
is responsible and accountable for sales, human resources and cash and expense management. as well as manu-
facturing operations.

A key henefit of decentralization is moving closer to our customers, We have plﬂccd operational decision
making and accountability, as well as the responsibility for selling and manufactuning, where ir counts
= in the nulls thar serve our customers. Each of these mills now operates as an individual business — and rhis
should add conmiderable depth and strength ro the overall management of Abirtbi-Price.

This approach, which is uncommon in our industry, places a far greater fevel of responsibility on the shoulders
of our mill business unit leaders — and their ability to deliver will be the key to the success of cach of our mills.

This important step forward — which resulred
from the efforts and consultation of a broadly based

Alma Business Unit teant of employees from all levels of the Company

Alma, Quebec BREEN BLAINE
lef — clearly demonstrates all our values in action...

TORONTO ,

s JEAN-MARC SIMARD velocity, flexibility, continuous learning, wise
right . ) ) L
spending and businesslike thinking.

Chr corporare activities at home base in
Toronto are now more focused — on broad policies
for strategic planning and direction, financing,

cnvironmental management, communications

and marketing,

Cost reduction and productivity programs have been
in place at all our mills since 1990 — and in the past
vear cost reductions and efficiency gains at our mills
contribured about 28% of rhe improvemenr in
newsprint and groundwood papers operating resulrs,

Excluding the impact of exchange rares, the



avernge cost per tonne declined by $17 at our
newsprint mills, and $20 at our groundwood
operations — thanks to a host of large and smull
value creation initiatives at all our mills, and o
more effective supply management.

We gained momentum in developing a more
competitive cost structure with new labour agree-
ments forged with our major umons - ground-
breaking (ive-year contracts, containing labour costs
for the next three vears. These agreements — which
were ratified overwhelmingly by the union member-
ship and ser the pattern for our industry - had
implications far beyond cost savings. They demon-
strared the commirment of management and em-
ployees to work together towards the common goal
to succeed and he mrernationally competirive.

We still have a good deal further to go —

our total cost of production in 1993

il exceeded selli I T AN

still exceeded selling prices, and : wmww
il ‘We're hirin o

several of our mills do nor yet rank \E‘ o, ;

among the lowest-cost producers in

JOE TESONE
lch

ALAIN GRANDMONT
right

Keénogami Business Unit

Jonguiire, Quebec

Iroquois Falls Business Unit

Iroquois I'alls, Ontario

Bii.l SHEFFIELD

JoE Ronp




North America — partly because our competitors
have been reducing their costs as well. The
Canadian pulp and paper indusery has become
far more productive and has regained its com-
petitive edee in the past few years.
That's why we must gain further

momentum in 1994, Each mill business unit

has plans in place to accelerate cost reduction

programs, and o manage cash more effectively in an

MARCEL BEAUDOIN LUC RANGER oversupplied market: downtime decisions will
Beaupré Business Unit become cash decisions.

Beaupré, Quebec . . . . -
pré, Q We will alse begin to see the impact of our new

consistency program which we launched in 1993

at Augusta, Stephenville and Fore William - and

which is heing phased in to our other mills this vear
Fort William Business Unit and next. This program is based on sustaiming the

Thunder Bay, Ontario . ) . o
S performance of a given mill's best three months over

BRIAN STEVENSON
lefe :
JON MELKERSON T i
right

the entire year — by identifving and climinating the

reasons for process, product and cost variances. We

believe this consistency program will vield further
annual savings of 55 million by the end of 1994 -

and expect at least $25 million more over the next
few years.

In a year of improvement for our mill business
units, greater involvement by everyone in the safery
committees and their programs has resulred in fewer
mistakes and fower acaidents — in short, astronger
safety record. With no lost-rime accidents,
Stephenville led rhe way with indusoy recognition
as the safest mill in Canada. Health and safery will

remain high on our asenda, hecause every injury



LETTER TO SHARFEHOLDERS (continued)

serves as a reminder that we have failed our ultimate objecrive — an accident-free environment.

Qur internal improvements are a direct result of our employees” dedication to getting berrer ar whae we

do and to do more with less. Their contriburion is fully acknowledged and allows us to look back on a diffi-

cult year as a success in many ways,

Boos

In our competitive marketplace, major customers use several paper supphers. As demand falls, the customer’s

number one supplier clearly has the best chance of reraining the most business. In 1991, we were ranked =1 by

fewer than half of our cusromers — and we launched a customer satisfaction and visitation program, and estab-

lished programs to respond o customer necds in
terms of quality and consistency of our products.
Although our =1 ranking climbed to 57% of cus-
tomers in 1992, we didn'r achieve that same level
across all of our mills in 1993 - even more incenrive
10 increase our efforts.

Qur focus is not JUST 0N OUT existing customers,
but on developing new markers — to help offser the
impact of shifting consumprion parterns. This
proved highly effective in 1993 when our European
markets were hurt by recession, new capacity, and
currency devaluations which affecred our return.
Qur mrernational sales fotce expanded our markets
in Asia and Central and South America - markets
where consumption is expected to grow significantly
over the next decade. We are committed to pene-
trating these markets further.

Another pattern that is changing is con-
sumption of recycled paper: many customers
have shifred their demand from virgin
newsprint and groundwood to recycled prod-

ucts. To keep pace with this demand, we

Augusta Newsprint Company

Augusta, Georgia

Dick DORRIS Bos ColLLEZ




LETTER 1O SHARFHOLDERS (continuced)

boosted recycled content at seven of our ten mills in 1993 —and we have managed this increase very cost-
effectively. Over 50% of our tonnage now has recveled content — and we plan to shift more capacity to
procduction of recveled products ar our mills over the next two years.

Last year, we dedicated two ot our older newsprint machines at [roquois Falls to specialty production, mclud-
ing non-printing grades. These machines were no longer competitive in newsprint production and the pressure is
on to make them more profitable. We are looking for that success in value-ndded specialty products, where we

have an opportunity to improve margins and open up new markets for the Company.

In February, we became a widely-held company —
without a controlling sharcholder for the first time
since 1980, As a closely-held company, we were for-
tunate in that our controlling shareholders and their
lenders who had intereses in- our shares were positive

influences - supportive of management and taking

Alabama River Newsprint Compan}' the interests of the Company and of minority share-

Claiborne, Alabama holders very seriously, But we are very pleased with
THOR THORSTEINSON Jim O’BRIEN this new development, because it indicates the confi-

dence of investors in cur future, And with a much

larger float for our shares — thar is, more shares being
actively traded — we now have improved access to
capital markers, and grearer financial flexibility.
At the same time, we understand that we will
face new challenges, Our new status as a widely-
held company means that management of
Abitibi-Price has more people o
answer to. [t means we must be very
clear about our objectives, and fully
accountable m delivering on our goal of

building sharchaolder value.



As we move ahead, a substantially new Board of
Directors is at the helm. [n the past year, we saw the
departure from the board of Robere Butler, Marshall
Cohen, Lionel Dodd, Francis Ryan and Paul-Gaston
Tremblay — all of whom made important contribu-
tions to our Company throngh difficule times.
Early in 1994, we were joined by two new

direcrors who bring considerable experience

and valuable perspective to our Board: Lise

e e
TiTiwe ata Polica
allamamicatos

para

e,

Lachapelle, who leads a public policy and

trade policy consulting firm, and Henry
Nowak, a former member of the United Stares

House of Representatives,

We are already secing solid improvements in our
major markets this year: consumption growth and a
better supply/demand balance will lead 1o sustan-
able price increases, with an immediate impact on
our bottom line. But we are not relying on external
growth, and we aim to build momenrum in our
internal improvemenrs. To this end we have estab-
lished our prionities for 1994:

A Successful
cost reduction programs of 1993 have pointed
the way to further savings and productivity
improvements, which will more than oftsct
rising input custs,

We will phase our consistency

program through three more mills in 1994, with

Y

G

Jack Dave PauL
PLANET

VERHOEVEN KERR

International Business Unit
Grand Fulls and Stephenville, Newfoundland

Pine Falls

Business Unit
Pine Falls, Manftobu

FErN PITRE



LETTER TO SHAREIOLDERS (continued)

a view to discovering the most efficient way to do certain tasks, learning how to replicate these tasks on an
ongoing basis — and passing on this knowledge to all our mill business units.

In our Environmental Review — published separately this year — we discuss our sub-
stantial accomplishments to date and our plans for meeting the challenges surraunding new and higher
standards for environmental compliance.

Three successful financings in 1993 increased our flexibility ar the corporate
level = as did our decision last June to conserve cash and mainrain a strong balance sheet by suspending
the quarterly dividend; our focus in 1994 is to
¢oal 18 10 be boost financial skills at the mill business units.
Decentralization
places the onus on the mill business units to work
together and network effectively — to achieve
group purchasing power, improve supply manage-
but we know of no other wav to ¢o than tc ment, and share resources, technology and ideas.
Each mill must find
more cffective ways 1o serve customers betrer —

to achicve the highesr levels of cusromer satis-

Gaspesia Pulp & Paper Company faction at the lowest passible cose.
Chandler, Quebec

We will keep our
JOE BARRY

values front and centre — making them more
evident in everyrhing we do ~ as they provide a
constant focus in our rapidly changing business.
We have been putting ourselves on the line by
setting out our vision, our values, our prioritics and
our goals — because these have become yardsticks
against which our performance can and will be mea-
surcd. We expect our new sharcholders to hold us fully

accountable, And we are determined to measure up.

o Goalunstlc

RONALD Y. OBFRLANDER
President and Chief Execietive Officer February 28th. 1994



By M1

Mill Business Units

ALaBaMA RIVER NEWSPRINT
Claiborne, Alabama

ALMA

— Newsprint

- uncoated groundwood
Alma, Quebed

Augusta, Georgia

BEAUPRE
Beaupré, Quebuc

ForT WILLIAM
Thunder Bay, Onrario

GasPesia PULP aND
PaPER COMPANY
Chandler, Quebec

INTERNATIONAL
Grand Falls and
Stephenville, Newfoundland

IrRoQuots FalLs

[roquois Falls, Ontario

KENOGAMIL

Jonquitre, Quebec

PINE FaLLs
Pine Falls, Manitoba

AUGUSTA NEWSPRINT COMPANY

Riview

1994
Capacity
(COCs tonnes)

136
L1l

136

260

210
182

312

217

171

Number
of

Machines

~3

ra

1993 Cost
Improvement

($/tomne)

3

10

38

20

* The cost improvement at these two mills 15 expressed i United Sttes dollan.

1993 Efficiency

Improvement

%)

38
6.8

0.3

4.5

2.6
2.1

4.3

General Notes

Joint venture with Parsons &
Whittemore, Incorporated (50%):

recyeled content over 209

Standard newsprint: directory and

catalogue papers with reeyeled content

Jomnt venturé with The Thamson

Corporation (309 ); recyeling ar 40%

Forms, cold and heatser offsets for

publishers, retailers and printers

Standard newsprint with

recyeled content

Joint venture with The New York
Times Company (494); standard
newsprint for domestic and

offshore customers

Standard, specialty and coloured

newsprint for offshore markets

Standard newsprint and specialty

papers, including non-printing grades

Supercalendered and soft-nip papers

for offser and rotogravure printing

Standard newsprint with some
rL’C\J'C]L’d content; management

group secking buyout of operation



MANAGEMENT'S DISCUSSION AND ANALYSIN OF FINANCIAL

CoNplrrroy axD Resvrrs oF OPERATIONS

1993 was a vear of significant change for Abitibi-
Price. The ner loss attriburable to commaon shares of
$123.1 million was nearly $100.0 million better than
the 1992 number of $220.9 million. The operating
loss from continuing operations was $39.8 million,
and again, nearly $100.0 million less than last years
$138.1 million. The Company’s strategy is to continue
lowering its cost base and every facet of the operation

is being reviewed to exploit operating improvements.

OQPERATING 130 W0 AVERAGE

PROFIT - INEWSPRINT
(LOSS) FROM 10 TRANSACTION
CONTINUING ——= 0% PRICES —
OPERATIONS 50 L 'y ALL MARKETS
{millions Y (Cunadian Sftonne}
of dollars} N = - ond
30 —_
— S
BTN
130 N
84 490 91 9z 93

B Operanmyg Pronn (Loss from Contmumne O erations

Al Markers

Average Newsprint Transaction Prices -

The capital structure of the Company was
strengthened through che infusion of $507 million in
new ¢ash through the issuance of $97.6 million in
rreasury shares, $150.0 million in convertible deben-
tures and U.S.$200.0 million in long-term debt, net of
debr issue costs, The Company's net debrt o ner debt
and cquity ratio stood at . 18:1 on December 31, 1993

as compared ro .26:1 at the end of the previous year.

REDUCTION OF

The Company's operating loss of $39.8 million was
significantly lower than last yvear’s loss of $138.1
million, This improvement was attributable mainly
to more favourable exchange rates, lower manufac-
turing and distribution costs, and higher sales
volume and average selling prices. Approximately
95% of the improvement was realized in the core
paper segment.

Total sales were $1.869.0 million in 1993, an
increase of 16.8% from $1,600.8 million in 1992,
Newsprint and groundwood sales were 11.6%
above 1992 levels duce to improvement in foreign
exchange rates together with higher volumes.
Office products sales increased 28.0% as a resulc of
higher volumes, and other sales realized a 33.3%
improvement compared to 1992 as a resulr of higher
brokerage revenue from the strong demand for lum-
ber and panel board products.

Newsprint and groundwood paper production
cfficiencies unproved during 1993, adding 78,000
tonnes of capacity. These efficiencies contributed

$26.0 million in lower manufacturing costs.
-

1993 1492 VARIANCL
OPERATING LOSS
FROM CONTINUING Net Sales 186490 16Q0.8 268.2
OPERATIONS
(wiltions of dultars) Cont of Sales + Selling & Administeative 190K R 1738.9 {169.9)
Expenses + Depreciation & Depletion
Operating Loss from (39.8)  (138.1) 98.3
Continuing Operations
N ey Joo (SN
JABMBI-PRICE



NET SALES o
BY BUSINESS
{millions of dullars)

IR
RIS

J 1992
11993

Other

Uncoared
Groundwood

Newsprint Office Progducts

Y

Newsprint & Groundwood
Printing Papers

NORVIT AN RIC S N 0w

The major market for the Company's paper products
i the United States. During 1993 approximarely
66% of the Company’s producrion was sold in this
market. Newsprint consumption in the United
States increased by less than 1% during 1993
compared to 1992,

The competitiveness of the marker was refleceed
in the Company's loss of North American market
share from 19925 11.1% to 10.6% in 1993, Offshore
market share rose however from 2.0% in 1992 to
2.3% in 1993,

Although Company selling prices in United
States dollars remained under pressure through
the end of the year, they were on average $9.80 per
tonae or 2.1% higher in 1993 than in the previous
vear. Prices far newsprint in Unired States dollars
ended the year only slightly above those at the 1992
year end, and fourth quarter 1993 selling prices were
25% below third quarter prices.

A stronger United States economy, fuclled by
improved consumer spending and o revival in the
housing and auto sectors caused higher customer

demand for newsprint in carly 1993, The resulting

increase in demand led to some improvement in
selling prices as Company discounts were lowered
by as much as 7% during the first quarter. Demand
was also heighrencd by concerns over supply disrup-
tions as lahour negotiations were underway in
castern Canada during the second gquarcer. This
caused some customers to build invenrories during
the first half of the vear,

Demand for newspring began to fall in rhe sec-
ond half of the year and the effecr was compounded
by customers liquidating their unusually high inven-
tories, To balance its newsprint supply with demand,
the Company took 123,000 tonnes of downtime dur-
ing 1993, The net result was a significant offset of
the benefits of the previous discount reducrtion.

But by the end of the fourth quarter there were
positive indicators of lower apparent cusromer
inventory levels, an improving cconomy in the
United States, higher newsprint consumption and
increased advertising lincage. The Company
announced a further reduction in the discount
cffective March 1, 1994, The Company belicves this
revenue improvement, along with the continued
focus on cost reductions and asset realignment
should position us for better operating results in

this segment in 1994,

Since a large portion of the newsprint shipped out-
side of North America is sold in local currency,
any devaluation of that currency has the effect of
lowering the selling price in Canadian dollars, 1993
proved to be a difficult year in some oflshore mar-
kers. In Europe, the market suffered from currency
devaluativnes, flat newsprinr consumption and excess
supply causing a higher operating loss.

In recognition of a less profitable European
market and the soft demand in North America,

the Company shifred volume to Asian and Latin

JABMBIPRICE
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NEWSPRINT
NET SALES
BY MARKET

(Jercentuge)

j U=
Cithe re

Canada

American markets where consumption remained
strong and Company selling prices are based on the

United States dollar.

[ wded 11 IR \ TR - 2011 ' 1
LrROE NP OOD PPRINTING PATPTRS NV

The Company maintained its 12% shate of the North
American uncoated groundwood printing paper
markerts in 1993. This product line includes clay-
filled supercalendered papers (SCA), directory
papers, forms, and machine-finished grades (MF) for
heatset and rotogravure — mostly for commercial
printers who produce gquality advertising inserts,
tlyers, catalogues, magazines and telephone books.

The Company markets virrually all of its
sroundwood printing papers in North America with
about 82% sold in the United States. Sales volumes
were up 3.6% in 1993 compared 1o 1992, The
Company’s United States dollar price per tonne
however, declined on average by over 4.5% as a
result of overcapacity and price weakness in compet-
ing grades such as newsprint and light-weight coated
paper grades (LWC). Aided by a weaker Canadian
dollar, sales revenue in Canadian dollars increased
4.30().

Commercial printing marker demand growth
varied among the different end uses and grades dur-
ing 1993, SCA growth continued to be high while
directory, MF grades, and forms were stable. North

American overcapacity in all but SCA continues

and is largely the effect of the industry’s conversion
of some newsprint machines to grades with a sinall
overall marker.

Total North American demand for SCA
increased sharply; the shipments of North American
producers increased 5%. Ofttshore competirors cap-
tured the largese share, relyving on devalued currency
and on inroads made by the SCA-plus grade at the
expense of traditional LWC.

Directory paper demand increased in 1993 by a
maodest 1.4%, while pressure on prices continued. [t
appears unlikely that directory prices will recover in
1994 because of the long-term nature of direcrory
contraces and industry oversupply.

Although MF demand has increased 5% from the
1992 level, rhese grades conrinue to be substituted by
lower cost smooth-news and sofr-nip grades.

Forms prices fell in 1993 because of slow demand

growth and depressed uncoated freesheet pricing.

Total newsprint and groundwood paper sales vol-
umes reached 2.3 million ronnes, a 3.3% increase
over the 1992 level, This growth was achieved in
spite of the production downtime taken during the

year. The percentage increase was almost equally
PRIMARY PRODUCTION

Groundwood

(thousands of tomnes) Newsprine® Papers
Production

1983 [,900 407
1989 [,791 416
1990 [,723 420
1991 t,or13 407
1992 1777 413
1993 1.836 433
Capacity — 1994 2,040 454

< Newsprnt figures include the woral producton of the omt ventures a
Chandier, Quebee, at Augusty, Georgia, ar Claborne, Alabara, and of the
Thunder Ry, Ontano, newsprint division, which ceased operation n 1991,

JABMBHPRICE
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ABITIBI.PRICE NEWSPRINT AND -
OPERATING RATES GROUNDWOOD
(peveentage) PAPERS
PRODUCTIVITY N
IMPROVEMENT

{temnes per emplover)

The productivies achicvements

in the compuny’s core business reflect

stimificunt operatiomal improvements

und efficiency gains, as well ws reductions N
in the number of emplovecs.

l NL‘\\. \;\rml

B Groundwe:al

divided between newsprine and groundwaood papers. unions was strengthened as the parties were success-
The Company’s improved efficiencies contributed ful in reaching seetlements without a labour
78,000 tonnes of additional capacity in 1993 bringing disruption. During 1993, Llabour negotiations were
total capacity of newsprint and groundwood paper o complered with the Communications, Energy and
wver 2.4 million tonnes. Operating rates, however, Paperworkers Union, which represents approxi-
were only 94%, compared ro 95% in 1992, ateribut- mately 3,500 employees at seven of its Canadian
ahle to the downrime taken during the year, mills. Effective May 1, 1993, a five-year contract
Although operating losses continue, the wis ratified providing for no wage increase in the
§51.6 millian operating loss from newsprint and first year, increases of 1% and 1.5% in the sccond
groundwood papers was an improvement of and third years, wirh wages 1o be negotiated for the
approximately $93 million from 1992, The signifi- fourth and fifth years.
cant factors conrributing to this improvement [n addition, the Company signed a separate six-
were favourable foreign exchange rates of $35 year contract with the Confederation of National
million, lower manufacturing cosrs of $26 million, Trade Unions (CNTU) local at the Company’s mill
reduced distriburion expenses of $19 million; in Alma, Quebed; it provides for a two-year wage
and higher volume of $15 million. freeze and an increase of 2.5% in cthe third year, The
The relationship between the Company and its longer-term nature of the contract with the CNTU
NEWSPRINT AND
GROUNDWOOD e
PAPERS OPERATING
IMPROVEMENTS
{mitlions of dollars) e

i - Clilser Fosters 193
Operating Lo

M L higher Sales Trom Nowsprint and
- Volumme Ulrisndwinal Papos
Reduend (52}
SO0 =35 - Iristribution i
Expopses

Lower
Manubagtunimg
[SFENTS
1
a2 More Favourable
Operatime Loss Exchange Ratgs
tron Newspront and
Giroundwesosd Papers
[FERH
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was a benefit well received by many directory
customers who tend to favour similar relationships
with their suppliers.

The savings in distribution costs were realized
mainly due to a shift in market mix. The Company
is working on integrating logistics from order gencer-
ation through delivery. Continued effort is made
to balance increased customer satisfaction wich
improved distriburion costs,

VENTL RES

NEWSPRINT JOrN)

The Company has interests in three joint ventures:
Gaspesia Pulp and Paper Company Led. ("Gaspesia™)
= 51%; Augusta Newsprint Company (" Augusta™) -
50%; and Alabama River Newsprint Company and
Alabama River Recycling Company (“Alabama”) -
50%. The Company manages the mills of these joint
ventures and sells the product. The joint ventures
all recorded losses during the year. The Company’s
share of these losses was $37.7 million, down from
the [992 loss of $49.7 million. Major factors con-
tributing to the reduced loss were lower distribution
and manufacturing costs.

The Company has initiated a strategic review of
its joint venture operations and the arrangements
with its partners. The Company has or will soon be
initiating discussions with Governments, employees
and lenders with the objective of putting certain of
these ventures on a more competitive basis under
current market conditions. The review is expected
to be completed during 1994,

During the year the Company advanced $19.0
million in additional funds to the joint ventures; of
which $13.4 million was contributed to Alabama.
No dividends or other distributions were paid by any
of the joint venrures in 19973,

In 1994, Alabama may not be in compliance
with cerrain debt covenants under certain circum-

stances. The partners are currenrly negotiating with

creditors and investigating aleernative sources of
financing, the outcome of which is not predictable.
NEWSPRIN G 250 GROC S DS Q0D
O 1oy

During the third quarter, the Company announced
a further decentralization of its core business
activiries, Reorganizing its operations into ten
semi-nutonomous business units is enhancing
accountability, customer focus and eliminating

a layer in the Company's selling, general and
administrative funcrions. This is expecred to
increase efficiency and, together with a reduction
of expenses, is estimated to improve operating
results by approximately $20 million per year.

Over the next few years, the Company’s objec-
tive is to continue to maximize the value of its cote
husinesses through additional operating improve-
ments, increasing the volume of international sales,
tightly managing capital expenditures and reducing
selling and administrative costs through organiza-
cional testructuring. As well, the Company
continues to evaluate certain of its mills which may
not fir with the Company's long-term product or

market strategy based on current market conditions.

7~

The Company's office produces business is a large
specialty wholesaler of information processing
supplics with sales in North America and Western
Europe. The husiness serves the information
processing, office accessories, peripherals and
traditional office markets.

Information processing products consist of mag-
netic media including tapes, diskerres and optical
disks. The Company also offers accessory products
such as paper holders, diskette holders, screen clean-

ers for video display rerminals, printer ribbons, toner

/JABMBLPRIGE
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and related accessories for facsimile machines.

Peripheral products include such office basics as fac-

simile machines, mini copiers, printers and facsimile

modems. Traditional office products include pens,

pencils, staples, clip boards, paper, dictionaries, etc.

Segment sales rose 28% from $289.6 million in
1992 to $370.8 million in 1993, Significant contribut-

ing factors included: continued market share gains in

the informartion processing marker; expansion info

traditional office products in the United States;

developing opportunities in the peripherals marker,

including the sale of facsimile muchines and printers;

and a significant broadening of the base in Europe.

The outlook for 1994 is for continued expansion

of the North American base and higher sales and

profits through the development of new markets

in Western Europe and Mexico.

Interest Expense

Interest expense in 1993 reached $40.2 million
compared to the $31.9 million in 1992. [n 1992

interest expense of $6.9 million was included in

the loss from discontinued operations which com-

pares 10 a tuch smaller $1.2 million in [993.

Interest expense in 1993 was also higher than last

vear because Unired Srares dollar interest costs were

paid on the basis of a weaker Canadian dollar.

REPUCTION OF LOSS
FROM CONTINUING
OBERATIONS BEFORE
INCOUME TAXES
{mulivns of dollars)

Unusual Items

The charge for unusual irems in 1993 was $21.6
million compared ro $64.8 million in 1992, The
main item in this category in 1993 was a provision
for the cost of various restructuring programs, the
largest portion of which relates to the decentraliza-
tion of the core activities of the Company. This
should result in a reduction in selling, general and
administrative charges in 1994.

The unusual charge in 1992 related mainly to
the write down of the Thunder Bay mill to estimated
net realizable value. In 1993 the Company revisited
its estimate and took a further charge of $3.7 million

related to the permanent closure of this mill.

Other Income and Expense

Orther income and expense in 1993 amounted o a
charge of $9.5 million compared to a charge of
$11.2 million in 1992, The major component of the
charge in both years was the foreign exchange loss
on working capital of $6.2 million and $10.6 million
in 1993 and 1992, respectively. This loss partially
offsets the gains realized from the Canadian dollar

value of sales in markers in the United States.

1993 1992 VARIANCE

Operating Loss from (39.8)  (138.1)

Countinuing Operations

Loss from Newsprint Juint (37.7) (49.7)

Ventures before Income Taxes

Interest Expense (4Q,2) (319
Unusual Ttems (21.0) (64.13)
Other Income and Expense, Net {9.3) (112}

Luss from Continuing Operations  {I48.8)  (295.7)

before Income Taxes

ABMBI-PRICE
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Income Taxes

The eftfective rates of tax recovery were 27.2% in
1993 and 35.2% in 1992, The reduction largely
reflects the tact that all available deferred taxes of
the Company's operations in the United States have
been utilized. As a result, no further tax benefit in
respect to losses relating to United States operations

has been recorded in the financial statements.

Discontinued Operations

As part of the strategic plan commitment to focus
on its core businesses, the Company has decided to
dispose of its converting businesscs, Price Wilson
and Hilroy. A charge to earnings of $10.0 million
net of applicable income tax recoveries of $5.6 mil-
lion was made during the year to reduce the value of
these investments to estimated net realizable value.
On December 1, 1993, the Company announced its
intention to accept an offer from Perkins Paper Lid.
of Montreal to buy the Price Wilson division for
approximate consideration of $5.0 million cash and
convertihle debentures in the aggregate principal
amount of $15.0 million. The Company is actively
pursuing a buyer for Hilroy.

On May 31, 1993 the Company transferred
ownership of its Provincial Papers (coated papers)
mill in Thunder Bay, including assets and liabilitics,
to a new company formed by the employees of
the mill. Abitibi-Price provided funding to support
operations and for severance payments. The
Government of Ontario provided additional funding
to the new company through a direct loan and a
loan guarantce. During the year a further charge to
carnings of $3.1 million net of applicable tax recov-
ery of $1.2 million was recorded to recognize the loss
on the sale.

Consistent with the intent to sell non-strategic

businesses, the Company sok! several businesses over
pany

the past two years. Total cash proceeds were $2.4
million in 1993, and $353.0 million in 1992.

In 1992, the Company sold its Printing Papers
and Industrial Products Distribution businesses and
its Butlding Products division. Sale of the
Distribution businesses, which distributed printing
and business papers, graphic art supplies, stationery
products and food-service, retail and industrial pack-
aging products, provided net cash proceeds of $274.0
million and an after-tax gain on sale of $102.6 mil-
lion. Sale of the Building Products division, which
produced hardboard siding, interior panelling, com-
plementary plastic moulding products and millwork
products, generated cash of U.5.$792.0 million and
the Company assumed a note receivable of
U.S.$17.0 million. An after-tax loss of $20.2 million
was recorded at the time of sale. Also in 1992, the
Company provided for the estimated loss on the sale

of its coated paper division of $88.4 million.

Financial Position and Liquidity

Dirwy Mosirion

The capital structure of the Company improved dur-
ing the year as the ratio of net debt to net debt and
cquity was reduced from .26:1 in 1992 to .18:1 in
1993, This improvement relates directly to three

major financings during the year.

NET DEBT TO NET DEBT 13
PLUS CONVERTIBLE
DEBENTURES AND
SHAREHOLDERS'
EQuITy

{percentage)

10— — —————
Net debt comprises bmg-term debr, K o B
the current portion of long-term
debr and bank indebtedness, less 0

R o 91 92 w3

cush und short-term investments.
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In March 1993, the Company issued $15

0 mil-

Lon convertible debenrures, the net proceeds of

which were used to repay the Company’s Series K

Debentures and augment working capiral. Since it

has the option and it is the Company’s present

intention to repay the convertible debentures with

common shares subject to all necessary approvals,

these debentures are included with sharcholders’

equiry in the balance sheet.

In Seprember 1993, the Company issucd

cight

million treasury common shares for net proceeds of

$97.6 million (afrer underwriting and other fees),

CAPITAL STRUCTURE (millivms of dillurs}

—

N PN TN\ N RN
B Unsom el Uferrad B covvante [ Proferad
! k
el Canent Iotikm lrwome Taves — Dvbentures Shuares

which were used ro replenish working capital
repay short-term Jebr.
On October 15, 1993 the Company comp

LIS

o m
Shares

and

leted a

private placemenr financing in the United States of

CAPITAL EXPENDITURES

AND CASH FROM (APPLIED TO)
OPERATING ACTIVITIES

{millions of dollars)

¥ Cabidrom {applicd 1) Cperatmg Activities
1 Change i Operating Working Capital from Contimnng Operations

1 Caprial Espendinures

RN

153

R\

rt
|2

J

A0

A1

U.S. $200 million bearing an interest rate of 7.92%
payable semi-annually with no mandatory repayment
until the fourth year of the twelve-year term, The
net proceeds were used ro repay the Company's
Series L Debenrures and to augment working capiral.
At December 31, 1993, the Company had com-
mitted operating lines of credit with a number of
banks in the aggregate amount of approximarely
$312 million which are renewable at the option of
the banks annually. Borrowings under lines of credit,

if any, bear interest atc prevailing market rates.

CHPANGES IN NE L U

Despite a loss for the year, the Company generated
net cash of $18.0 million. This left the Company
with a cash balance of $138.0 million at December
31, 1993, During 1992 the $174.9 million of cash
generated was mainly from proceeds of sale of dis-

continucd businesses.

Castt ArrrieD 1o Coxive o BesiNpssies
Cash applicd to continuing operating activities was
$67.1 million, higher than the $27.8 million applied
last year. The major change was the increase in work-
ing capital in 1993 that was attriburable to higher
accounts receivable, The Company has a program to
sell certain trade accounts receivable wirh minimal

recourse. Total receivables under securitization on

= A
A5 P »
e I s =
|
89 9 9f 92 93
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December 31, 1993 was $89.9 million compared to
$122.1 million on the same date in 1992,
Inventortes were reduced by $6.7 million
between the two years and further reductions in
inventory levels are anticipated during 1994.
During December 1993, a U.S. $17.0 million
note receivable relating to the 1992 sale of Building
Products was paid in advance of maturity, furcther
improving the Company's cash position.
Abitibi-Price made capital expenditures of
$39.0 million in 1993, compared with $20.5 million
in 1992. Most of the money was required to main-
tain facilities and to increase recycle content in
newsprint products. Under today’s market and busi-
ness conditions, the Company s managing capital
expenditures tightly to ensure only quick payback
and necessary projects are undertaken.
In the first quarter of 1994 the Company is
required to make additional pension funding
payments of approximately $10.2 million pursuant

to regularory requirements.

Casi
Provincial Papers and the Converting businesses
used total cash of $38.2 million. These businesses
used $32.4 million of cash in 1992.

Accounts payable and accrued liabilities were
reduced ro $297.9 million in 1993 from the $331.6
million in 1992 mainly as a result of payments of
$36.8 million relating ro obligations in connection

with discontinued operations.

Dis1my Np=

Preferred share dividends were $1.4 million in 1993

compared to $1.6 million in 1992. This teduction

was due entirely to the retirement of shares in 1993.
In 1992, the Company paid common share

dividends of $34.6 million, or $0.50 per sharc as

compared to $17.3 million or $0.25 per share

Arriaen To Do tixo b Brussisas

in 1993. The slower than expected recovery in
newsprint demand and the need to spend capital to
upgrade its facilities, ted the Board of Directors to
suspend the quarterly common share dividend in
June of 1993, The decision was made to conserve

cash, in the best long-term interest of shareholders.

Risks and Opportunities

Forrprox CURRENCY axD INTEREST Ran
Fapost ki Masaorsaint ‘

Because Abitibi-Price seltls so much of its product
in the United States, changes in the value of the

United States dollar against the Canadian dollar

AVERAGE VALUE UF 133 -
ULS, DOLLAR EXPRESSED

IN CANADIAN DOLLARS I %
(ddedlars)

59 90

profoundly affect the Company’s carnings and cash
flow. For every one cent change in the United States
dollar, the Company’s cash is impacted by approxi-
mately $9.0 million. As protection from the
negative impact of a decline in the United Srates
dollar, the Company has a series of currency options
covering expected sales, net of expenses, for a period
of one year in advance.

At December 31, 1993, the Company had
entered into currency options totalling U.S.$645
million. These options protect the Company against
rhe United States value of the Canadian dollar ris-
ing above an average of U.5.$0.78 during 1994. In

/ABMBIPRICE

a0




the event of a weakening Canadian dollar, the
Company would be required to buy Canadian dollars
at rates which average U.S.90.73 in 1994. (In 1993,
the Canadian dollar averaged U.S.$0.78, down from
U.S.$0.83 in 1992).

ExviroNsentar CoMpiianete

The Company set up an Environmental Technology
department in 1992, [ts mandate is to search for and
develop the most cost-effective process in order to
comply with stringent new federal and provincial
effluent regulations. Working with staff experts,

the mills are also exploring changes to production
processes and alternative pollution abatement
processes in order to reach compliance at reduced
capital costs. Compliance costs are currently esri-
mated at $150 million.

The deadline for compliance under Quebec
regulations is October 1, 1995 and under Onrario
regulations is December 31, 1995. The compliance
deadline under the federal requirements is nego-
tiable to a latest date of December 31, 1995. Other
than with respect to its Srephenville and Pine Falls
mills, the Company has obtained extensions of the
date by which the Company must comply with the
new federal effluent discharge regulations from the
end of 1993 to the end of 1995. The Stephenville
mill did not require such an extension since it is
already in compliance. The Company believes that a
similar extension will be granted with respect to an
application regarding the Pine Falls mill. In order
to provide an opportunity to implement and assess
the effectiveness of newly developed technologies
and improve the competitiveness of its mills the
Company is seeking a further two year extension
(tuthe end of 1997) for certain of its mills in respect

of the compliance deadline.

CasH FROM CONTINUING
OPERATIONS: SENSITIVITY
{millioma of dotlurs)

Each U.S, S toflonne change in
newsprint price

Euch LS. $10/tunne change in

prive of unesated groundwood papers
ne cent chunee in CanadinnfULS,
dullar exchange rate

Each 170 chunge in opesating rate

Fach I vy inabselute efficiency

Sensitivity to price changes of uncouted groumdivond pupers is bused en
un avvrage S I tonne change for ol grades. The sersitivits to chunges
in uperating rates and ubsolute efficiency do not reflece uny resulting
changes to suppdy, which may affect pricing.

DU Troor ror 1994

Despite the insrallation in Europe and South East
Asia of two new newsprint machines in 1993 and
threc in 1994, worldwide oversupply continues to
shrink. As well, there have been no announcements
of increases in North American newsprint capacity,
In fact, one competitor is converting a 130,000
metric tonne newsprint machine to one which
produces coated paper grades, further supporting a
tightening of supply.

There continues to be a growing convergence
of supply and demand with the growrh in rhe
economic recovery in the United States. This
should result in improved operating rates and
expected strengthening of marker prices.

A 7% discount reduction in the Company’s
North American newsprint pricing is planned for
March 1. Consequently, the Company is estimating

stronger operating results in 1994,

JABIMBI-PRICE



MaNaGEMENTS RErond

The consolidated financial statements and all other
information in the Annual Report are the responsibility
of management and have been approved by the Board
of Directors.

The financial statements have been prepared by man-
agement in accordance wirh accounting principles
genetally accepted in Canada and include some amounts
which are based on best estimates and judgements.
Financial information provided elsewhere 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 comprehensive system of internal
accounting controls and internal audits, the larter
being coordinated with reviews and examinations

T Gl

Ronald Y. Oberlander

February 11, 1994

Torento, Ontario

ALDITORS

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

The sharcholders and internal auditors have free and
independent access to the Audir Committee which is
comprised of three non-management members of the
Board of Directors. The Audit Committee, which meets
regularly throughout the vear wirh members of financial
management and the shareholders and internal auditors,
reviews the consolidated financial statemenrs and
recommends their approval ro the Board of Directors.

The accompanying censelidated financial statements
have been examined by the shareholders’ audirors,
Price Waterhouse, whose report follows.

B / '

Eileen A. Mercier

Rirori

To the Shareholders of Abitibi-Price Inc.

We have audited rhe consolidated balance sheers of
Abirtibi-Price Inc. as at December 31, 1993 and [992
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 finan-
cial statements based on our audits.

We conducred our audits in accordance with gener-
ally accepted auditing standards. Those standards
require thar we plan and perform an audir to obtain
reasonable assurance whether rhe financial statemenrs
are free of matcrial misstatement. An audir includes

February 11, [994

Toronto, Ontariv

JABIIBI-PRICE

examining, on a rest basis, evidence supporring the
amounts and disclosures in the financial statements.
An audit also includes assessing the accounting
principles used and significanr estimares made by
management, as well as evaluating the overall
financial statement presentarion.

In our opinion, these consolidated financial state-
ments present fairly, in all marcrial respects, the
financial position of the company as at December 31,
1993 and 1992 and the results of its operarions and the
changes in its cash position for the years then ended
in accordance with Canadian generally accepted

accounting principles.
Qﬁcm U\)me_/

Chartered Accountants
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CONSOLIDATED EARNINGS

Year (l’]\ltd Dcccmhnr 31 {m:l!mm of C mmd'mn dollars) 1993 1992
Net sales $1, 869.0 $ 1,600.8
Cost of sales 1,727.0 1.556.6
Selling and administrative expenses 99.2 95.2
Depreciation and depletion 82.6 87.1
1,908.8 1 736 9
Operatmg loss from contlnumg operdnons (39.8} (138 1)
Loss from newsprint joint ventures, before

income taxes (note 3) (37.7) (49.7)
Interest expense — long-term (note 12} {38.9) (28.6)
— short-term (1.3) (3.3
Unusual items (note 4) (21.6) (64.8)
Other income and expense, net (note 5) {9.5) {(11.2)
Loss from contmumg operations hefore income taxes (148 8) (295.7)
Recovery of i income taxes (note 6) 40.5 104.2
Loss from connnumg operations (108.3) (191 5)

Discontinued operations (note 2) -
Loss from discontinued operations, net of income tax

recoveries of $0.2 and $13.3, respectively (0.3) (21.8)
Loss on disposal of discontinued operations, net of
income tax recoveries 0f$6 8 and $28 1 rebpectlvely (13.1) (6.0)
Loss from dlsconnnued operatmns (13 4) (27.8)
Loss for the year (217 (219.3)
Provision for dlvndends on preferred bhal'tb (1.4) (. 6)
Loss attributable to common Shﬂl’ﬂhOldEl’b $ (123 1) $ (220 9
Per common share:
Loss from continuing operations $ (1.53) 3 (2.79)
Loss {1.71) (3.19)
Dividends declared 0.125 0.50
Weighted average number of common shares outstanding (millions) 71.8 69.3

Coxsarimmayiin Redlarsen EarNinGs

Year ended December 31 {millions r;f(,anadtml dol'lars) 1993 1992
Retained earnings at beginning of year $ 483.1 $ 7386
Loss for the year {(121.7) (219.3)
361.4 519.3

Expenses of common share is issue, net of

income tax recovery of $1.5 (2.9) —
Dividends declared

Preferred shares (1.4) (1.6)

Common shares (8.7) (34.6)
Retained earnings at t end of year " $ 348.4 § 4831

JHABIBI-PRICE
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CONSOLIDATED BALANCE SHEE]

December 31 {millions of Canadian doliars) 1993 1992

ASSETS

Current assets

Cash and short-term investments $ 138.0 $ 1200
Accounts receivable (note 8) 149.3 92.6
Inventories (note 9) 157.0 163.7
Prepaid expenses 12.5 12.2
456.8 388.5
Fixed assets (note 10) 864.7 917.0
Other assets
Investment in newsprint joint ventures (note 3) 175.3 186.3
Deferred pension cost 83.3 81.7
Goodwill 28.3 29.0
Long-term receivables, investments and other assets 27.9 47.3
Ner assets held for divestiture (note 2) 39.5 53.8
354.3 398.1

$ 1,675.8 $1,703.6

Approved by the Board of Directors:

Direcror

I /ABIMBI-PRICE
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December 31 {millions of Canadian dollars) 1993 1992
L1ABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 297.9 $ 3316
Long-term debt due within one year (note 12) 12.6 12.2
310.5 343.8
Long-term debt (note 12) 324.3 382.5
Deferred income taxes 161.2 2125
CONVERTIBLE SUBORDINATED DEBENTURES
AND SHAREHOLDERS' EQUITY
Convertible subordinated debentures (note 13) 150.0 —
Shareholders’ equity
Capital stock (note 14)
Preferred shares
Series F — 1,494,988 shares
(1992 — 1,697,189 shares) 17.2 19.5
Common shares — 77,283,232 shares
{1992 — 69,266,738 shares) 364.2 262.2
Retained earnings 348.4 483.1
729.8 764.8
$1,675.8 $1,703.6

/ABMBI-PRICE

25




s r——

Coaxars ix CoNsotipaten Casn Postrion

Year ended December 31 {millions of Canadian dollars) 1993 1992
Operating activities
Loss for the year from continuing operations $ (108.3) $(191.5)
Depreciation and depletion 82.6 87.1
Unusual itemns 9.9 64.8
Loss from newsprint joint ventures 37.7 49.7
Deferred income taxes (40.4) (112.4)
Other 2.3 1. 2
(16.2) (81 l)
Change in operating working capital from
contmumg operauom {(note 7} (50.9) 33 3
Cash applied to continuing operating activities (67.1) (27 8)
Financing activities
[ssue of common shares, net of expenses 97.6 —
Issue of convertible subordinated debentures 150.0 —
[ssue of long-term debt 266.3 —
Repayment of long-term debt (333.6) (24.4)
Retirement of preferred shares (2.3) (1.6)
Debt issue costs and other (9.8) (1.3)
Cash from (applied to) financing activities 168.2 (27 3)
Investment activities
Additions to fixed assets (39.0) (20.5)
Sales of discontinued operations
and operating divisions 2.4 353.0
Investment in newsprint joint ventures (19.0) (16.3)
Decrease in long-term receivables,
investments and other assets 23.0 0.4
Other 6.4 2.0
Cash from (applied to) investment activities {26.2) 318.6
Dividends paid
Preferred shareholders (1.4} (1.6)
Common sharehaoldets (17.3) (34 6)
(18 7) (36 2)
Cash applied to dmwntmued operatlons (38.2) (52.4)
Cash — Increase 18.0 174.9
— Beginning of year 120.0 (54.9)
— End of year $ 138.0 $ 1200

Cash comprises cash and short-term investments less bank indebtedness.

flamal-PmcE




CONSOIIDATED STosMIENTED ENTors vy ToN

Inter- Depreciation Operating Additions |
Year ended December 31 Sales To  Sepment Sepment And Profit Unusual  To Fixed Toual |
(millions of Canadian dollars) Customers Sales Sales  Depletion {Loss) ltems Assets Assers '
1993 i
BUSINESS SEGMENTS |
Newsprint and Groundwood '
Papers $1,283.0 $ — $1,283.0 $79.4 $(51.6) $(21.6) $35.73%1,331.8 |
Office Products 370.8 — 370.8 0.8 13.1 — 1.7 125.5 |
Other 215.2 — 215.2 2.4 (1.3} — — 3.1 |
37.4  1,460.4
Corporate 1.6 175.9
Continuing segments 1,869.0 — 1,869.0 $82.6 $(39.8) $(21.6) $39.0%1,636.3 \
Discontinued scginents 82.3 — 82.3 39.5 I
$1,951.3 % — §$1,951.3 $ 1,675.8 |
|
GEOGRAPHIC SEGMENTS ‘" '
Canada **' $1,221.6 $(51.3) % 1,197.0
USA. 647.4 11.7 263.4
1,460.4
Corporate 175.9
Continuing segments $ 1,869.0 $ (39.8) $ 1,636.3
1992
BUSINESS SEGMENTS
Newsprint and Groundwood
Papers $ 01497 % 09 $ [,150.7 $ 832 B(1445) % {62.3) 3 183% 13522
Office Products 289.6 0.1 289.7 0.6 8.8 — 0.4 108.8
Other 161.5 — 161.4 3.3 (2.4} (2.3} 0.2 8.0
Eliminations — {1.0) (1.0) — — — — —
18.9  1,469.0
Comporate 1.6 180.8
Continuing scgments [,600.8 — [,600.8 $ 87.1 B{138.1) % {64.8) % 2053 1.649.8
Discontinued segments 844.5 — 844.5 53.8
$ 24453 3 — % 24453 3 1,703.6
GEOGRAPHIC SEGMENTS "
Canada"" $ 1,065.2 $(145.6) $ 1.141.6 |
US.A. 535.6 7.5 327.4 |
1.469.0 |
Corptzia_l_e_i - - N ) o o 180.8 5
Continuing segments $ 1.600.8 $(138.1) $ 1.649.8 E
Notes: i
" Geopraphic segments reflect the location of the source of the product sold. |
¥ Continuing Canadian operations include sales to the U.S, marker of $804.2 million (1992 - $687.1 million) and other export sales
of $214.7 million (1992 = $190.9 mullion). i
|
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December 31, 1993 and 1992

L. SUMMARY OF SIGNIFICANT AcCOU N NG POLICIES

The consolidated financial sratements 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
underlying net assets, is amortized over periods nat
exceeding 40 years.

{b) Translation of foreign currencies

The assets and liabilities of self-sustaining foreign sub-

. sidiaries and affiliates are translated into Canadian funds
at year-end exchange rates and the resulting unrealized

| exchange gains or losses are included in shareholders’

. equity. The earnings statements of such operations are

translared at exchange rates prevailing during the year.

Monetary assers and liabilities of domestic companies
| and integrated foreign subsidiarics which are denomi-
nated in foreign funds are translated into Canadian funds
at year-end exchange rates, non-monerary assets are
translated at historical rates, and rransactions included
in earnings are translated at rates prevailing during the
year, with the exception of depreciation which is trans-
lated at historical rates. Exchange gains or losses on
translation are included in earnings, with the exception
of those which arise on the translation of long-term debt
payable in U.S. funds. Such gains or losses which relate
| todebt that hedges the net investment in self-sustaining
- U.S. subsidiaries and joint ventures are included in
shareholders’ equity, while the balance, if any, which
relates to debt that is hedged by a future income stream
denominated in U.S. funds, is deferred and included in
earnings 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
contracts. Resulting gains and losses are included in
earnings when realized.

e e ————
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{c) Inventories

Inventories of finished products, work in process and
materials and operaring supplies are valued at the lower
of average cost and net realizable value. Inventory of
pulpwaod is valued at average cost.

{d) Fixed assets and depreciation

Fixed assers are recorded at cost, which inciudes capital-
ized interest and preproduction and start-up costs.
Investment tax credits and grants received under govern-
ment programs relating to capital expenditures are
credited to fixed assets.

Depreciation is provided at rates considered adequate
to amortize the cost over the productive lives of the
assets. The principal asset category is pritary production
equipment which is depreciated over 20 years on a
straight-line basis.

(e} Pension costs
Earnings are charged with the cost of henefits earned by
employees as services are rendered. The cost reflects man-
agement's best estimates of the pension plans’ expecred
investment yields, wage and salary escalation, mortality
of tnembers, terminations and the ages ar which members
will retire. Adjustments arising from pension plan amend-
ments, experience gains and losses and changes in
assumptions are amortized to earnings over the estimated
average remaining service lives of the members.
Differences between pension cost, determined on an
accounting basis and the funding of pension costs, as
required by regulatory authorities, give rise to titning dif-
ferences in the recognition of pension expense, which
appear on the balance sheet as deferred pension costs.
Costs associated with post-retirement benefits are
expensed when paid by the Company.

(f} Income taxes

Earnings are charged with income taxes relating to
reported profits. Differences between such taxes and
taxes currently payable, which result from timing differ-
ences 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 remittance of such earn-
ings would not result in any significant tax liability.

AABMBIPRICE
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DISCONTINULD OPERATIONS

The gains and losses recorded on the sale or planned sale
of non-core businesses, net of an income tax recovery of

$6.8 million (1992 — $28.1 million}, are as follows:

(% millions} 1993 1992
Converted Products $(10.0) $ —
Coated Papers {3.1) (88.4)
Distribution — 102.6
Building Products — (20.2)
Loss on disposal of

discontinued operations $(13.1) $ (6.0)

Loss from discontinued operations —
On December 31, 1993, rhe Company reclassified the
Converted Products businesses to discontinued opera-
tions {Distribution, Building Products and Coated Papers
businesses were reclassified to discontinued operations
in the third quarter of 1992). The loss from disconrinued
operarions, net of income tax recoveries for rhe year
ended December 31, 1993 was $0.3 million (1992 -
$21.8 million). Interest expense allocated to discontin-
ued operations was $1.2 million for the year ended
December 31, 1993 (1992 — $6.9 million).

The applicable 1993 net assets relating to the discon-
tinued businesses in the amount of $39.5 million
{1992 —$53.8 million} are classified as net assets
held for divestirure. Accounts payable and accrued
liabilities at December 31, 1993 of $297.9 million
(1992 - $331.6 million) included $23.2 million
(1992 - $60.0 million) relating o obligarions in
connection with discontinued operations.

COLREWSPRINT NN T AN L R

The Company’s newsprint operations include joint ven-
ture partnerships which are accounted for by the equity
method. The Company's equity interests in these part-
nerships are: Gaspesia Pulp and Paper Company Ltd.
{"Guspesia”} — 31%, Augusta Newsprint Company
{"Augusta™) — 50% and Alabama River Newsprint
Company and Alabama River Recyciing Company
{"Alabama") — 50%. Marketing agreements provide for
the Company to sell the newsprint production of the
joint ventures.

Condensed combined earnings statements and bal-
ance sheets of the joint ventures are as follows:

Earnings statements

{% millions) 1993 1992
Net sales $427.5 $3753
Costs and expenses (442.4) (422.9)
Interest {60.2) (51.2)
Loss before income taxes (a) $ (75.1) § (98.8)
Abitibi-Price Inc.’s share $ (37.7) % (49.7)
Balance sheets
($ millions) 1993 1992
Current assets (b) $ 108.7 $113.2
Current liabilities (115.2) (121.9)
Fixed assers (net) 922.9 903.4
Long-term debrt (c){d} (602.5) (561.3)
Other 34.4 36.6
Partners' equity $348.3 $370.0
Abitibi-Price Inc.’s investment

in joint ventutes $175.3  $186.3

{a) Gaspesia is an incorporated company which is
responsible for its own income taxes. Any raxable
income of the other joint ventures, which are unincorpo-
rated, is included in the individual income tax returns

of the partners. Recovery of income taxes reported on
the earnings staremenr includes Abitibi-Price Inc.'s share
of Gaspesia's recovery of income taxes of $1.4 million

in 1993 and $5.0 million in 1992.

(b)Y Includes accounts receivable with Abitikbi-Price Inc.
of $39.9 million in 1993 and $39.4 million in 1992, The
consolidated financial statements include corresponding
amounts in accounts payable and accrued liabilities.

(c) Long-term borrowings at Aupusta and Alabama are
without recourse to the partners. There are no long-term
borrowings at Gaspesia. The Company has an equity
interest in Alabama of $45.5 million; in Augusta of
$72.4 million; and in Gaspesia of $57.4 million.

/ABmBI-PRICE
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(d) The Company has initiated a strategic review of its
joint venture operations and the arrangements with
its partners. lt is anticipared thar rhis review will be
concluded during the lateer part of 1994.

In 1994, Alabama may not be in compliance with

o T o o

The Company's recovery of income raxes and the effec-
tive income tax rate pertaining (o continuing operations
are as follows:

certain debrt covenants under certain circumstances. ($ millions) 1963 1992
The partners are currently negotiating with creditors L o )
and investigating alternative sources of financing. The Loss from continuing operations
outcome of these marrers is not dererminable. before income taxes $ (148.8) $(295.7)
) Recovery of income raxes $ 405 5 1042
. Effective income rax rare (27.2)%  (35.2)%
4o U Ne st g
Madc up of:
(% millions) 1993 1992 Combined basic Canadian
- , federal/provincial
Cost of employee restructuring income tax rates (40.4)% {41.5)%
programmes $ 18.7 $ 28 Effect of:
Charges relating to the permanent Manufacturing and processing
closure of the Thunder Bay allowances 4.2 3.7
newsprint mili 3.7 60.0 Large corporations tax 1.6 0.7
Other o - - (0.8) ~ 2.0 Tax rate differential (1.8) (1.O)
$21.6 $ 64.8 Foreign taxes — 1.6
Losses not tax affected 9.9 —
. Other (0.7) 1.3
TR INCOME AN N — — e
Effective income tax rate (27.2)%  (35.2)%
{$ millions) 1993 1992
- - B - At December 31, 1993, the Company and its subsidiaries
ln.[crest income 3 - 500 had operating loss carry-forwards for income tax purposes
Discount on sale of toralling approximately $400 million, which expire
accounts receivable {3.7) (7.8) between 1998 and 2008.
Loss on sale of asserts (1.5) (0.5)
Foreign exchange loss on TN G N OPFRATING WORKING € AP A
working capiral items (6.2) (10.6)
C_),[hfrﬂfirif e 1'97”777 7il (% millions) 1993 1992
$(9.5)  5(11.2) Cash from (applied to) changes in
operaring working capital
components:
Decrease (increase) in
current assets:
Accounts receivable $(56.7) $(134)
Inventories 6.7 311
Prepaid expenses (0.3) 2.0
Increase (decrease) in accounts
pavable and accrued liabilities (33.7) 91.7
(84.0) 111.4
Less changes in operating
working capital not pertaining
to continuing operations 33.1 (58.1)
Change in operaring working capital
from continuing operations $(50.9) 35533
AsmBi-PrICE
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SAUCOUN TS RECEIVABRLI

Under agreements entered into with major banks, the
Company has the right, on an ongoing basis, to sell cer-
tain trade accounts receivable with minimal recourse
and with the Company continuing to administer the
collection of the receivables. The total of such receiv-
ables which remained outstanding at Decermber 31,
1993 was $89.9 million {1992 — $122.1 million).

Yo INVENTORILS

VB ANk TINES OF CREDIT

At December 31, 1993, the Company has committed
operating lines of credit with a number of banks in the
aggregate amount of approximately $312 milhon which
are renewable at the option of the banks annually.
Borrowings under lines of credit, if any, bear interest at
prevailing market rates.

I 20 TN -TERM s

(3 mullions) 1993 1992
(% millions) 19?} o 1992 Abitibi-Price Inc. )
Finished products and Sinking Fund Debentures
work in process $ 833 ¢ 798 11'/2% Series F,
Pulpwood and expenditures on matuting 1995 (a) $ 39 3 48
current logeing operations 32.0 45.4 10.65% Series H,
Materials and operating supplies 41.7 38.5 maturing 2000
) L (U.S. $50.0 million) 66.2 74.6
$157.0 $ 1637 7.92% Notes, maturing 2005
(U.S, $200.0 million) 264.3 —
IO, FINED AssETS Floating Rate Term Loan, maturing
Accumulated Net Book 1994 {US. $150 million) (b) — 0o
I L Abitibi-Price Refinance Inc.
($ millions) Cost  Depreciation Value ) .
S Floating Rate Cumulative
1993 Term Loan, maturing 1993
Property, plant (LS. $96.4 million) (¢) — 122.5
and equipment  $ 1,730.4 $896.4 §834.0 Other indebtedness 2.5 2.2
Logging equipment B T T T T L
and development 94.8 73.0 21.8 o 336.9 4.7
, - Less: Amount due within one year 12.6 12.2
Timber limits and = . -
water power $324.3  $382.5
rights 21.7 12.8 8.9
o $1 84_6;_.9____5-‘3_852—“2ﬁﬁ$§64 . (a) The Company has entered into a currency swap
b . ’ agreement covering inreresr and principal payments over
1992 the period to maturity, resulting in an effective interest
Property, plant rate of 9.19% on the U.S. dollar equivalent of the out-
and equipment  $ 1,743.7 $ 860.1 § 883.6 standing debt.
Logi:g%:g:fgmrs:;t 94.9 20.6 243 (b) Interest was at a rate approximating LIBOR. The
: . ‘p ) ' ) loan was secured by an Abitibi-Price Inc. Series L
Timber limits and _ ,
Debenture. The Company entered into interest rate swap
water power o s
o or ¢ S,
rights 217 126 91 agreements for a principal amount of U.S. $150 million
o T ar an average fixed interest rate of 8.9%.
$ 1,860.3 $ 9433 § 9170
/ABMBI-PRICE
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{c) Interest was at rates approximating U.S. base rate or 3. CONVERTIBLE SUBORDINATED DEBENTURES
LIBOR for U.S. funds borrowings and at rates approxi- _ .
. ) BS an pp The 7.85% Convertible Subordinated Debentures,
mating EuroCanadian rate or Canadian bank prime for _ . .
issued on March 4, 1993 in the principal amount of

Canadian funds borrowings. The loan was secured by $150 million, are duc on March 1. 2003. The deben-

an Abitibi-Price Inc. Series K Debenture. : ) )
Sinking fund and other long-term debt repayment tures are convertible into common shares of the
obligations for the years 1995 to 1998 are estimated to Company at 66.67 common shares for each $1,000
5 Y ) ) debenture ar the option of the holder. The dekbentures

be $15.1 million, $11.5 million, $40.9 million, and ill also be redeemable by the Compan or after
$40.9 million, respectively. All outstanding sinking Wit aiso be redeemable Dy the L-ampany on ar alte
March 1, 1996 under certain conditions and may, ar

fund debentures and notes are currently redeemable at ) . .

. the Company’s option, be converted inro common
the option of the Company. . _ . .

. . shares on redemprion or at maturity. Since it has the

During the year ended December 31, 1993, interest ) o \ . )
- Y \ . ) option and it is the Company’s present intention to
of $0.4 million was capitalized on major capital addi- ) i .
repay the debentures with commoen shares, in compli-

tions (1992 - 30.3 million). ance with all necessary approvals, these debentures
have been classified under the combined caption
“Converrible Subordinated Debentures and
Shareholders’ Equity.”

14. CAPITAL STOCK

The Company is governed by the Canada Business Corporarions Act and is authorized to issue an unlimited number of
preferred shares and common shares,
At December 31, 1993, outstanding stock options to executive and management personnel were as follows:

Number of
Common Shares

Date of Grant Under Option Exercise Price Expiry Date
April 16, 1984 24,000 $ 8.5000 April 16, 1994
September 18, 1989 132,250 17.5625 September 18, 1994
September 17, 1990 187,750 15.5000 September 17, 1995
February 17, 1992 254,900 15.3125 February 17, 1997
February 17, 1992 80,700 [5.3125 February 17, 2002
July 29, 1992 300,000 15.5000 July 29, 2002
October 26, 1992 247,850 13.6250 QOctober 26, 1997
February 15, 1993 94,700 14,2500 February 15, 2003
April 19, 1993 300,000 14.1875 April 19, 2003
September 20, 1993 283,650 12.2500 September 20, 1998
Total 1,905,800

Srock options are subject 1o certain restrictions. Stock options that expire in 2002 and 2003 are 50% exercisable imme-
diately and 100% exercisable one year afrer the date granted. Exercise of all other stock options are restricted to 30% of
the amount granted after the first anniversary date, 30% after the second anniversary date and 40% after the third
anniversary date and no restrictions rhereafter.

The $0.94 Cumulative Redeemable Retractable Preferred Shares Series F, which were issued at $11.50 per share, are
redeemable by the Company at $11.50 per share and are retractable at $11.50 per share at the option of the holder on
January | in each year. In 1993, 202,201 shares were retracted (1992 — 133,950 shares).

The payment of a cash dividend on the Company's common stock is restricted under the Senior Note and bank line
of credir agreements. Dividends on common stack are allowed under certain conditions, subject to the Company gener-
ating sufficient net income.

JABMBIHPRICE
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13, FOREIGN CURRENCY HEDGING COMMITMEN | ~

At December 31, 1993, the Company was committed to
options of U.S. $645 million, maturing from January to
December 1994 which protect the Company in 1994
against the U.S. value of the Canadian dollar rising
above an average of U.S. $0.78 and which, in the event
of a weakening Canadian dollar, require the Company to
buy Canadian dollars ar rates which averapge U.5. $0.73.

oo LEASE COMMITMENTS

The Company and its subsidiaries have entered into
operating leases to charrer ships and to lease property
and equipment for various periods up to the year 2028 at
rentals aggregaring approximarely $36.4 million.
Mininum payments under these leases are as follows:

{$ millions)

1994 $19.1
1995 9.1
1996 6.0
1997 1.8
1998 0.2
Remaining vears 0.2

$ 36,4

17, ENVIRONMENTAL COMPLIANCE AND ENPENDITO RIS

The Company is tequired to meet various deadlines for
compliance with environmental legislation of a number
of jurisdictions. The earliest deadline is October 1, 1995
for mills located in Quebec. For mills ourside Quebec the
earliest deadline is December 31, 1995.

The Company’s cost of complying with federal and
provincial effluent discharge regularions during the
period of 1993 to 1995 is currently estimated ro be
$150 million of which approximarely $10 million was
spent in 1993, The Company continues to explore new
technology designed to enhance compliance with envi-
ronmental standards on a reduced cost basis. In order
to provide an opportunity to implement and assess the
effectiveness of this technology, the Company is seeking
a two year exrension (to the end of 1997) for certain of
its mills in respect of the date by which it is required to
comply with environmental regulations.

JABMBH-PRICE

18, PENSION 1T ANS

The Company's pension plans, covering most employees,
are primarily contributory, defined benefir plans rhar
provide pension benefits based on length of service and
final average earnings. The Company has an obligarion
o ensure thar there are sufficient funds in these plans 1o
pay the benefits earned and, although the Company’s
contributions vary from year to year, rhey are made in
accordance with the annual contribution requirements of
regulatory authorities.

The following table displays the funded sratus on an

accounting hasis of the pension plans:
1993 1992

$813.6 $726.4

{3 millions)

Marker value of assets

Acruarial present value of
accumulated plan benefits
based on current service and
compensation levels

Vested 667.5 605.5
Non-vested 9.3 135
676.8 619.0

Excess of market value of assets over
accumulated benefit obligations  $ 136.8 $107.4

On a going concern basis as required by regulatory
authorities, the pension plans had an aggregate unfunded
status of approximately $10 million, based on the most
recent actuarial reports,
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19, UNITED STATES ACCOUNTING PRINCIPLES

The financial statements have been prepared in accor-
dance with generally accepted accounting principles
(“GAAP") in Canada which, in rhe case of the
Company, conform in all material respects with thase
in the United States, with rhe following exceptions:

Earnings differences

(i) Unrealized exchange gains or losses arising on the
translation of long-term debrt payable in ULS. funds that
is hedged by a future income stream denominared in
U.5. funds are deferred and included in earnings in the
same years as the income stream. Under U.S. GAAP,
such gains or losses would be included in earnings as
rhey 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.5. GAAP, unrealized gains and losses on contracts
entered into prior to obtaining firm sales commitments
would be incladed in earnings,

(i1} In addition to providing pension benefits, the
Company also provides health and life insurance bene-
fits to its retirees. The Company's cost of providing
rhese benefits is expensed when paid. Under U.S.
GAAP, and assuming immediate recognition of the
unfunded transition obligation in 1993, the unfunded
and unrecognized service and interest costs and the
unfunded transirion obligation would be charged to
income.

{iii) The Company follows the deferred method of
accounting for income taxes. Under U.S. GAAT, the
asset and liability method is used. The Company
adopted the Statement of Financial Accounting
Standards No. 109 (“"FAS 109") on a prospective basis
in 1993 resulting in an increase in earnings and a
reduction in the deferred tax liability of approximately
$24.0 million.

/JABIMBI-PRICGE

I treated in accordance with U.S, GAAP, the effect
of these differences would be:

($ millions) 1993 1992

Loss from continuing operations,
as reported under Canadian
GAAP

Unrealized gain {loss) on translation
of long-term debt payable in

$ (108.3) $(191.5)

U.S. funds, net of income taxces 1.1 (6.2)
Unrealized gain (loss) on forward

exchange contracrs, net of

income taxes (0.2) 1.2
Loss from continuing operations

as adjusted to U5, GAAPD (107.4)  (196.5)
Changes in accounting policy:

Employee post-rerirement benefirs

expense, net of income taxes (13.5) —
Adoption of FAS 109 24.0 —

(96.9)  (196.5)
Loss from discontinued operations,

as reported under Canadian
and U.S. GAAP (13.4) (27.8)

Luss, as adjusted o U.S5. GAAP $(110.3) $(224.3)

e ————————— = T

Per common share:

Loss from continuing operations,
as reported under
Canadian GAAP

Adjustments o continuing
operations

$ (1.53) § (2.79)

0.01 (0.07)

Loss from continuing operations

as adjusted to U.S. GAAP $§ (1.52) § (2.86)

- e = e ——

Loss, as reported to Canadian

GAAP $ (1.71) $ (3.19)
Adjustments 0.15 (0.07)
Loss, as adjusted to U.S. GAAP  $ (1.56) § (3.26}

e = T T ——

BN R R S ,
UL COMPARATIVE FIGU RIS

Certain comparative figures have been reclassified to
conform to the current year's financial statement presen-
tarion (see note 2),

e ‘w-——’:—_-,-i
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QUARTERIY Finaxclal INFORMATION

(unadited) st nd 3rd 4th
; {milliuns of dollars, except per share amonngs} Quarter  Quarter  Quarter  Quarter Toral ;
’ 1993 ;
Net sales $454.7 $462.0 $466.3 $486.0 $ 1,869.0 {
Operating profit {loss) from
i continuing operations (22.8) {10.8) 4.1 (10.3) {39.8)
Unusual teems — {0.9) (15.9) (4.8) (21.6)
Loss from continuing operations (27.9) {19.7}) (24.9) (35.8) {108.3)
Earnings {loss) from discontinued
operations (0.9) (0.1) (1.9) {10.5) (13.4)
Loss (28.8) (19.8) (26.8) (46.3) (121.7)
Per common share:
Loss from continuing operations $ (0.40) $ (0.28) % (0.36) % {0.49) $ (1.53)
Loss (0.42) (0.29) (0.38) (0.62) (1.71)
Dividends declared Q.125 — —_ — 0.125
Dividends paid 0.125 0.125 —_ —_ Q.25
| Price range per common share
l Toronto Stock Exchange
; High $16.00 $16.00 $13.88 $ 1588
I Low 12.75 13.25 10.75 10.88
Il New York Stock Exchange 1
| (U.S. Dollars) i
High 12.63 12.63 10.63 11.88 |
Low 10.25 10.50 8.25 8.25 |
1992
Net sales $ 3660 5 I8RO 5 417.8 % 4281 % 11,6008
i Operating loss from continuing
| operations (34.0) (35.8) (30.9) (37.4) (138.1)
‘ Unusual items — — (60.4) {4.4) (64.8)
Loss from continuing operations {34.3) (37.2) (72.5) (47.5) (191.9)
| Earnings (loss} from discontinued
| operations (7.3 (4.1) 3.8 (20. (27.8)
Loss {41.6) (41.3) (68.7) (67.7) (219.3)
I Per common share:
' Loss from continuing operations $ (050 § (054) § (1.0 (0.7 % (2.7 I
j Loss {(Q.01) (0.60) {1.00) (0.98) (3.19 ||
1 Dividends declared 0.125 0.125 0.125 0.125 0.50 |
| Dividends paid 0.125 0.125 0.125 0.125 Q.50 |
} Price range per common share
. Toronto Stock Exchange
High $ 1663 % 1650 $ 1613 S5 14.63
| Low 13.58 14.38 14.25 13.13
l New York Stock Exchange
E (U.S. Dollars)
5 High [3.88 13.75 13.50 11.50
| Low 12.13 12.00 11.50 10.38
i} 1993 1st, 2od and 3rd Quarter Figures have been restted as explained in Note 2 of the nates to the Consolidined Financial Statements.
| |
|
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SYEAR Fasascrar Revirw!

\n r ended December 31 1993 1992 1991
Sales and Earnings (3 millions}
Net Sales $1,869.0 §$1,600.8 $1,533.2
Cost of Sales 1,727.0 1,556.6 1,366.7
Selling and administrative expenses 99.2 95.2 81.3
Depreciation and depletion 82.6 87.1 .
Operating profit (loss) from continuing operations (39.8) {(138.1) (4.7
Income (loss) from newsprint joint ventures,

before income raxes {37.7) (49.7) (1.5)
Interest expense — long-term 38.9 28.6 27.8

— shorr-term 1.3 33 6.9

Unusual items 21.6 64.8 38.0
Other income (expense), net (9.5) (11.2) 7.1
Earnings (loss) from continuing operations

before income taxes and extraordinary items (148.8) (295.7) (71.8)
Recovery of {provision for) income taxes 40.5 104.2 30.3
Earnings (loss) from continuing operations before

extraordinary items (108.3) (191.5) (41.3)
Earnings (loss} from discontinued operations {(13.4) (27.8) (34.4)
Extraordinary items — —
Net Eﬂtnmgq (loss) (121.7) (219 3 (75.9)
Dlvndendb Declared (5 mitiions)
Preferred shares % 1.4 $ 6 % 1.7
Common shares * 8.7 34.6 34.6
Capital Expenditures From

Continuing Operations (5 millions} $ 390 §$ 205 § 282
Flnancml P051t|0n (% milliong)
Working capital $ 1463 $ 447 5 1210
Nert assers held for divestiture 39.5 53.8 254.9
Fixed assers, net B64.7 917.0 1,040.6
Long-term debt 324.3 382.5 368.6
Deferred income taxes 161.2 2125 349.5
Preferred shares 17.2 19.5 21.1
Common shareholders’ equity 712.6 745.3 1 OOO 8
Per Common Share ©
Earnings (loss) from cuntinuing operations

before extraordinary items $ (1.53)y $ (2.7 $ (0.62)
Net earnings (loss) (1.71) (3.19) (1.12)
Dividends declared ¥ 0.125 0.50 0.50
Dividends paid 0.25 0.50 0.50
Common shareholderb equity 9.22 10 7‘5 14.44
Return on average common shareholders equm, —_ —
Long-term dtbl/lun;., term debr plus slmruholderb equity 30.8% 33 Y% 26. 5‘/0
Number of employees (year Lnd) 7,470 8 630 12 068

Notce

' Figures for 1983 1o 1993 have been restared 1o reflect the continuing businesses separate from the discontinued busmesses as referred

to in Note 2 of the notes 1o the Consolidated Financial Statements.

S Figures for the years 1983 and 1984 have been restated o reflect the 3-for- L split of common shares which became effective May 1, 1983,

JABIMBI-PRICE
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1990 1989 1988 1987 1986 1985 1984 1983
$1,634.7  $1,731.9  $1,821.7 $1,6341 $1,5725 $1,4909 $1,3999 $1,072.1
1,446.6 1,430.4 1,394.4 1,307.6 1,279.6 1,227.0 1,195.4 963.8
100.3 109.3 102.4 86.9 3.7 72.5 62.8 61.1

- 88.9 37.9 83.1 71.1 64.0 60.3 60.3 3.2
(1.1} 104.3 241.8 168.5 155.2 131.1 81.4 (4.0)
{9.4) 3.6 294 19.7 20.7 9.9 5.9 6.7

25.5 28.4 37.6 9.1 26.2 31.9 30.9 13.8

16.3 4.9 0.7 1 1.5 2.2 0.9 0.6

4.1 22.1 — — — — — —

12.3 14.4 12.8 13.0 4.7 18.0 17.4 25.0
(94.1) 66.9 245.7 170.0 152.9 1249 72.9 13.3
35.4 (30.4) (98.0) (72.1) (67.9) (47.9) (17.0) 10.0
(58.7) 36.5 147.1 97.9 85.0 77.0 35.9 233

8.3 17.7 41.] 278 25.1 23.2 16.3 14.7

— — 2.9 — (2.8) — (2.2) —
(50.4) 24 191.1 125.7 107.3 100.2 70.0 38.0

$ 22 % 57 % 7.8 % 81 % 87 % 93 % 8§80 % 7.4
34.6 60.6 69.3 48.5 41.5 47.0 25.0 12.4

$ 873 $ 1406 % 130.1 $ 1980 % 2209 § 1497 $ 792 % 1415
$ 1785 % 3080 % 5212 % 5724 % 4248 % 338 0% 3845 0§ 3606
304.8 315 265.2 252.8 218.1 239.0 165.3 145.2
1,102.9 1,118.3 1,085.4 1,046.9 964.8 855.0 790.3 301.4
387.5 404.6 456.1 560.8 413.0 432.5 399.5 375.6
406.5 417.C 389.3 296.1 254.9 219.7 194.2 179.9
27.2 311 115.4 121.0 122.8 124.1 104.2 113.8
1,113.0 1,200.3 1,212.4 1,098.1 1,028.6 837.4 792.5 739.4

$ (088) & 044 $ 201 3 130 % 113 % 1.06 $ 076 $ 0.24
(0.70) 0.70 2.64 1.70 1.46 1.42 0.99 0.48
0.50 0.875 1.00 Q.70 (.60 0.73 0.40 0.20
Q.50 1.00 .00 0.60 0.60 0.38 0.40 Q.30
16.06 17.32 17.50 15.86 14.86 13.04 12.40 11.89

— 4.0% 15.6% FL19% 10.9% 11.2% 8.4% 4.2%

25.4% 24.7% 25.6% 31.5% 26.4% 31.0% 30.8% 30.6%
14,300 15,600 16,200 16,000 16,200 15,500 14,800 15,100

" Working capital items related to discontinued businesses for the yvears 1953 through 1992 are reflected in working capital from

continmng operatiens.

* Four quarterly dividends were paud in each of the years 1983 1o 1992, bur because of changes in dividend declaration dutes, three
dividends were Jeclared in 1983 and five in 1983, Payment of common share dividends was suspended after the first declaration im 1993,
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Stanley H. Hartt, Q.C.
{Age 30) (14

Chairman, President and
Chief Exccutive Officer
Camdev Corporation
Toronto, Ontario

H. Earl Joudrie

{Age 39 (1D

Chairman of the Beard
Algoma Steel Inc.
Toronte, Onrario

Bernd K. Koken

{Age 67) (1.4.5)
Chairman of the Board
Abiribi-Price Inc.
Qsprey, Florida

Lise Lachapelle
(Age 44)

President
Strategice Inc.
Montreal, Quebcec

C. Edward Medland
{Ape 63)(2.3,3)
Director

Toronte, Ontario

Allan H. Michell
(Age 63) (2.4)
Direcror
Montreal, Quebec

Henry J. Nowak
(Ape 59 ()
Attotney-at-Law

Buffalo, New York

Ronald Y. Oberlander
(Age 52) (1)

President and Chicef
Exccurive Officer
Ahitibi-Price Inc.

Toronto, Ontario

John A. Tory, Q.C.
(Apc 63) (1,35}
Depury Chairman
The Thomson
Corporation
Toronro, Ontario

David A. Ward, Q.C.
(Agc 623 (2)

Partner

Davies, Ward & Beck
Toronro, Oneario

DIRECTORS
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(1} Executive Committee

The Executive Committee acts on behalf of the Board

of Directors between regular Board meetings on matters
requiting company action before the Board can be assein-
bled. These matrers will usually have heen addressed
previously by the Board, which will have provided
direction to the Executive Committee. In addition, the
Committee reviews long-term strategic plans, annual
ohjectives, major capiral projecrs and investment strate-
gies as well as significant acquisitions and divestitures,

(2} Audit Committee

None of the members of the Audit Coinmittee are officers
of the company. This committee reviews all audited
financial statements with management and the share-
holders’ auditors and, after satisfying itself as to the
integrity of the statements, recommends rheir approval
by the Board. The Audit Committee also reviews
changes in accounrting policics and satisfies itself as to
rhe effectivencss of audit programs and internal control
systems and procedures. The Committee mects regularly
with both internal and external auditors, with or without
management, ro consider the resules of their audis and
other activiries they supervise, The Commirtee also rec-
ommends rhe appointment of the company’s external
audrtors to the Board,

(3) Human Resources and Compensation Committee
The Human Resources and Compensarion Commitree
oversees compensation and carecr development for the
officers and managers of the company. The Committee
is composed of members of the Board who are neirher
cmployees nor former employees of the company. The
Committee may invite the Chief Executive Officer 10
artend meerings to provide advice and consultation

as required.

The Committee makes recommnendations to the
Board on all aspects of compensation payable to the
Chief Executive Officer and approves compensation
levels for all other senior officers. The Chief Execurive
Officer is never present during the Commirree’s delib-
erations relative to his own compensation.

(4} Pension Fund Committee

The Pension Fund Cominitree advises the Board with
respect 1o all funding, administrative and policy martters
relating to the company’s pension plans.

{5) Nominating Committee

The Nominating Committee recommends to the Board the
slare of direcror candidates to be proposed for elecrion by
the sharcholders at the annual meeting. It also recommends
candidates to fill vacancies on the Board as they occur.
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MaNas

CHAIRN v
THL Boarnb

Bernd K. Koken®

Jean-Claude Casavant™®
Organizational Leadership

FAMENT AND PRINCITAN

RIS CRR SN I LA TY IO ERFIRNG
Eileen A. Mercier®

Chief Financial Officer

and Innovation

PrEstpesTr o Crin
Exitourmve Ovecre

Ronald Y. Oberlander®
Exrot i

Vict -Prisibis s

T. Maitland Devine®
David L. Lorerto*

C. Donald Marun®
John W, Weaver*

Controller

Environment

James A. Hone#

Treasurer

Min Busovr =0 Ui At

Mill Business Unit

Alabama River
Newsprint Company
Claiborne, Alabama

Alma
Alna, Quebec

Augusta Newsprint Company

Augusta, Georgia

Beaupré
Beaupre, Quebec

Fort William
Thunder Bay, Ontario

Gaspesia Pulp and
Paper Company
Chandler, Quebec

International
Grand Falls &
Stephenville, Newfoundland

Iroqueis Falls
Iroquais Falls, Oneario

Kénogami
Jonquitre, Quebec

William 5. Brown*

Corporate Communication

Parrick G. Crowley#

Fernand H. Duguete*
Engineering and

AL

AT ES Y AT AR
Roberr P, Kanee*
J. Raymond Langevin

William H. Shefficld
Phil Whiting

E xecutive Scientist

Brian J. Young
Environmental Affairs

ST I AN
Manager,
Co-leaders Finance
Jim O'Brien

Thor Thorsteinson Barhara Cole

Breen Blaine
Jean-Marce Simard

Michel Girard

Bob Collez
Dick Dorris

David icrce

Marcel Beaudoin®

Luc Ranger Alain Landry

Jon Melkerson
Brian Stevenson Peter Kibzey

Allen Dea

Joe Barry

Dave Kerr
Paul Planet

Jack Verhoeven Barry Perry

Joe Robb
Bill Shetfield

Alain Lalonde

Alain Grandmaont

Joe Tesone Jean Chénier

OQrFrrcrRs=

Oyrren B~~~y ~

Office Products

Bruce J. McGroarty
President

Axidara, Azerey, Eurozerty
Ediwise

ljen Huang

President

Hilroy

Ralph MacDonald
Preside‘m

Manager,

Human Resources

Russ Sirmon

Richard Guav

Jim Reece

Richard Leblane

Rav Raslack

Bob Haché

Gord Oldford

Don McCroome

Gadran Guérin

Pine Falls Fern Ditre
Pine Falls, Manitoha Bab Ritter Fred Avyotte Jack Coote
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SHAREHOLDER

MEVIR T ST ORI~ ISUORN A LB

Commen Shares

Common shares of the company trade on the Toronto,
Maontreal, and Vancouver stock exchanges under the
syimbol A and on the New York Stock Exchange under
the symbol ABY.

Cemvertible Debentiives

In March 1993, the company issued Convertible
Debentures bearing an annual interest rate of 7.85%,
These securities trade under the symbol A.D on the
Toronto and Montreal stock exchanges. On a fully
diluted hasis these debentures represent 10,000,000
common shares.

Instalment Receipts

In January 1994, the company's principal sharcholder
offcred for sale of all of its 54,534,482 Abitibi-Price
common shares on an instalment basis. The firse instal-
ment of $6.29 per share was payable upon closing of the
offering. The remaining two instaliments are payable in
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Abitibi-Price |}

Forest Producrs Index

cqual payments of $5.00 per share due on or before
Januwary 31, 1995 and Ocrober 31, 1993,

The instalment receipts trade under the symbol
AR on the Toronra and Montreal stock exchanges.

COMMON STOCK PORTEQOLIO
(77,283,232 shares ontstanding)

Installment Receipts
54,534,482 TG

. Common Shares
22,748,750 29.4"%

COMMON STOCK PORTFOLIO
(89,188,032 shares on a fully dilieted basis)

Common Shares
22,74R,750 25.5%

= Employee Stock Oprions
1,903,800 2. 1%

Instalment Receipts " Convertihle Debentures
54,534,442 6l1.2v% 10,000,000 11.2%




ANNUAL GENERAL MEETING

The annual general meeting of shareholders of Abiribi-
Price Inc. will be held at Constitution Hall, Room 107,
Lower Level, Metro Toronto Convention Centre,

755 Front St. West, Toronto, Canada, on Monday,
April 8, 1994 ar 11:00 a.m.

TRANSFER AGENTS AND REGISTRARS
Montreal Trust Company

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

National Bank of Detroit

Detroit, U.S.A.

AUDITORS
Price Waterhouse

Toronte, Canada
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INFORMATION AVAILABLE UPON REQUEST

Additional information about the affairs of the company
is available at no cost by contacting the company's
Communication & Public Affairs department at:

Abitibi-Price Inc.

Communication & Public Affairs
207 Queen’s Quay West, Suite 680
Toronto, Ontario

Canada MS5] 2P5

Telephone: (416) 369-6810
(416) 369-6790

Facsimile:

Upon request, the company will make available copies
of its annual report, environmental report, annual
informartion form, management proxy circular, interim
reports and news releases.

Environmental Report

A special request card has been enclosed for your con-
venience when ordering a copy of the company's
environmental report.

Annual Information Form (Form 10-K)

The company’s Annual Information Form (AIF) is
filed with securities regulators in Canada and the
United Startes.

Under the Mulri-Jurisdictional Disclosure System
(MJDS) introduced in 1991, the company's AlF is filed
as Form 40-F with the U.S. regulatory authority, the
Securities and Exchange Commission (SEC), as an
equivalent filing to the Farm 10-K.

Interim Reports (Form 10-QQ)

Similarly, the company files each of its interim quarterly
reports with regulatory authorities in Canada and with
the SEC in the United States as Form 6-K, as an equiv-
alent filing to Form 10-0.

INVESTOR RELATIONS CONTACT

Robert |. Tait

Manager, Investor Relations
Telephone: (416) 369-6789
(416) 369-6790

Facsimile:



WHAT ABOUT THE ENVIRONMENT!

No one is more aware of the importance of how
Abitibi-Price interacts with the environment than the
inhabitants of our communities.

We believe it is important that the peaple
who coexist with our operations have the opportunity to be
informed about our relationship with their surroundings.
To meet that goal we have published our first
Environmental Report for distribution within our operating
communities, including their elected representatives and the
special interest groups who endeavour to raise everyone'’s

awareness that the health of our planet is of the highest priority.

It you would like a copy of the Environmental Report,
please return the enclosed request card or write
to our Communications & Public Atfairs department at the

address listed on the inside of this cover.
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