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I T ' S  O V E R .  

THIS H I I S I N K S S  C Y C I , E  I N  O L I R  I N D L I S T R Y  H A S  F I N A l . I , Y  T I I R N I S D  I I P W A R I ) .  

I n  farl, sinrib I)rrcrnher o f  1994, the turnaround has been remarkable. Aner lhe  long and derp downlurn- 

when prices I'ell much  further than anyone had ever anlicipaled-demand and pr ic ing hav r  rehounclrd n lo r r  

quickly than experled. As I wr i te  this, ou r  markets are buoyant-and hrcausr  o f  the irnprovrmc:nls we 

havr made lo  cnsls and efficiency, we w i l l  see an irnmrdiate, positive and sizahle impacl in 1995, w h r n  

the real henefils o f  pr ic ing improvements kick in. 

Ilaving achic*vcd steady improvemenls i n  operaling 

resulls thronghont 1994, cu ln~ ina l ing  wi lh  a net 

profil for i h r  fourth quarter, we  have every reason 

lo look forward to lhe upside o f  the cycle. 

I ~ i n a n c i a l  progress in  1994 

Our return tn profi lahil i ly i n  the four lh quarr r r  

was significant because pr ic ing improvernenls for 

the full year were not nearly as g r r a l  as r xp r r t r d .  

Prices i n  U S .  dollars actually dropped in  ihc  early 

part of 1994 and didn't catch up l o  d~prc*ssrd 1993 

levels unt i l  the lh i rd  quarter, moving ahead only al 

the end o f l h r  year. I n  facl, the avrragr  iransa(.liun 

pr ice for newsprint i n  1994 was up by only 2% o v ~ r  

l h r  1995 average-and was a ful l  25% hr low that 01' 

1988, herorr l h r  dowrrlurn. 

A l t h ~ n g l ~  p r i r r s  arc sl i l l  helow 1988 lc.vc.ls, 

w r  rnelrd l h r  y ra r  np 74,'X. from lhc I rn~rgh  in  

p r i w s  re r l y  lasl yrirr. And will1 l i ~ r l h r r  ; ~ ~ ~ n o n n i w l  

inrrrasrs,  w r  w i l l  h r  65% ahead o f t h r  1r011gh 

i n  lhc' ycwr shr;~d-h~rl  s l i l l  l i lgging 1988 i n  real 

l r rnls,  w h r ~ ~  laking in l la t inr~ into r e ~ ~ ~ s i c l ~ ~ r : ~ l i o ~ ~ .  



Becoming the finest-wilh internal 
improvements 

A major contributor to getting hack to profitability 

was the reduction in our cost hase over the last 

five years. And as promised in last year's annual 

report, we focused on our priorities and maintained 

momentum in internal improvements. This led to 

solid results from better performance achieved in 

productivity, efficiency, and costs: 

manufacturing cost savings, excluding higher 

raw material costs, improved by $18 million in 

1994-and we are more than $100 million ahead 

of 1990 on an annualized basis. 

IS INTENSIFYING, 

BECAUSE WE AIM 

TO ENSURE WE HAVE 

THE RIGHT ASSET MIX 

AS OUR CORNERSTONE 

TO FUTURE GROWTH. 

productivity-as measured by tonnes per employee 

i m p r o v e d  by 10% in 1994 to 380 lonnes-and is 

up 60% from 1991. 

efliciency-gains of 3% in 1993 and a furlher 2% 

in 1994 have brought us to within a hairsbreadth 

of the lead among Canadian multi-mill newsprint 

manufacturers. Our efficiency gains have had 

the impact of adding over 100,000 tonnes to our 

capacity-with little or  no capital cost. 

value-added grades-during the year, we've 

added to our lines of specially papers a t  Iroquois 

Falls, and at ReauprP focused on marketing our 

higher-margin grades-making more profitahle 

and efTective use of smaller machines in niche 

markets where they are highly competitive. 

So we have entered the new husiness cycle on 

a much slronger hasis-as prices are trending up, 

and even though some of our raw material cosls may 

increase, our internal, controllable costs per tonne 

are low and will become lower through strategic 

capital investmrnt. 

Ruilding a cornerstone for growth 
In setting our sighls on being the finest, we have 

been working to improve our asset hase. In 1991, 

we sold our interest in Spicers Paper of Australia, 

lnnova Knvelope and the U.S. business of Rarher- 

Ellis F'ine Papers. In 1992, we sold our large paper 

and industrial producls dislrihulion business, and 

our US. Ruilding Products division-and shut down 

the previously idled Thunder Ray newsprint mill. In 

1993, we sold the Provincial Papers coated paper 

mill to its management team. And in 1994, we traded 

four assets: 

we sold the remaining two entities in our converted 

products division-Hilroy and Price Wilson; 



. o v r r  im) I I~I I -~c~I~ pt'riotl. II~II~~~I~~III~S IIILISI I)? i111l1, 111 

~ I ~ I I I ~ ~ ~ I ~ I ~  p~ ,s i l i \ e  GISII l lo\v-n ior t~ III;III (~I~IIII~II 

11) c o v c r ~ a p i l a l  ~ ~ x p ~ ~ r i d i l ~ ~ r t ~ s  arid t l l ?  w s l  o l ' rapi la l  

r ~ ~ q u i r r d  111 ~ i l a i t ~ t a i ~ i  np~~rtlti1111s a l ld  10 ge l  t l l r r l l  

11, llir 11,wt.st ros t  q u i l r l i l l ~ :  

Ilit. niill IIIIISI l i a re  i i l i ~ r l \ ~ . l s  t l l i t l  f it ill \v i l l i  o u r  

I o n g - t ~ ~ r ~ i ~  slralegy-t3iIl i?r i n  te rms ~ ~ l ' g ~ w g r a p l l i r  

III~~IWIS, o r  11ie11r III;I~~I,~S l'br \~IuI~-~III~IYI prndurls. 

l l a l l ' ~ ~ l ' ~ ~ u r  ~ i i i l l s  a r c  ;1lrt-;111! i ~ l t ~ ~ ~ l i f i e c l  as 

c o r ~ r ~ r s l o ~ i t . - ; ~ ~ ~ d  \VI. ilrr p r ~ i e e r ~ l i n g  m i t h  capi ta l  

sp ( *~ id i t i g  11rogra1111s 111 1,1111anrr t l ~ e s ?  ~ i i i l l s  a ~ i d  

1 o ~ 1 . r  t h v i r  IWSI IXISI, I'II~III~V. 11'1: I~~IW also IIIVII 

p i ~ ~ p ~ ~ i l i l i t i g  WII~II r i r c~ds  ~ I I  III. d1)11r at Ill? r c ~ i i a i n i ~ ~ g  

mi l ls ,  11\11 rial t i l l  w i l l  ~ ~ l l i ~ i i a t e l >  I)? par1 ~ i f o ~ ~ r  asst,t 

m i x  i l ' l l ie)  111,li't f i t  O I I ~  l1111g-trr111 stri111,gy. 

11111 ;111 011r tu i l ls  arc. IIIII~C r ~ i ~ n p c ' l i t i v r  than  IIII.> 

w ~ ~ r r  f iv? y a r s  ago, a l l  arc, 1110re p r ~ ~ d ~ ~ r l i \ ' e .  a l l  a r r  



now contributing positively to cash flow, and all now 

stand alone as  viable husinesses. We are  well on 

our way to having a cornerstone for growth that is 

the finest in our industry. 

Looking ahead-with confidence 
Confidence of investors in Ahitibi-Price was clear 

from the response to our equity i s s w  in April-and 

to stock price improvements through the year. We 

recognize thal this vote of confidence was based 

as much on the turnaround in the business cycle 

and the prospects for our industry as  on the specific 

prospects for Ahitihi-Price. We aim to repay your 

confidence by creating value for you, our 

shareholders, and by spending your money wisely. 

We have every reason to be confident as we 

move forward-and not just because our markets 

are so buoyant right now. 

We have confidence in our employees. The Lrans- 

formation of this company through the brutal downturn 

is largely due to their tremendous efforts, but also Lo 

their gmwing commitment to apply the company values 

in every decision and project they initiate. 

And I believe you should share my confidence 

in your management team. These are the people who 

steered this company through the recent downturn, 

so well Lhat we are entering 1995 financially stronger, T 

more efficient, more cost competitive and with more 

opportunities to create shareholder value. 

We are confident in our Board of Directors, 

which has provided wise counsel and support 

through very difficult times. While Lise Lachapelle 

resigned from the Roard to take up her  important 

new position as  Presidenl of the Canadian Pulp 

and Paper Association, we welcomed three highly- 

qualified new Directors: Andre Caill6, President and 

Chief Executive Officer of Gaz MPtropolitain, and 

a former Deputy Minister of the Environment in 

the Province of Quebec; Richard Drouin, Chairman 

and Chief Executive Officer of Hydro-QuPhec; and 

Claudette Mackay-Lassonde, President of Firelight 

Investments Ltd., and a former Assistant Deputy 

Minister in the Ontario public service. 

We have confidence in our financial strength. 

Our balance sheet has emergcd from the recession 

in good shape, and our debVequity ratio improved 

further during 1994 with our successful equity issue 

and the cash generated from operations. We were 

also successful in assisting our U.S. joint ventures 

in the refinancing of their debt. So we are entering 

the upside of the cycle on very solid ground. 

Pinally, we are  confident that we have the right 

vision-and we remain focused on that goal. While 

generating substantial profits in 1995, we won't sit 

back and rrst  on our laurels. We are  committed to 

continue our strong emphasis on cost reductions. 

This is a crucial part of our goal Lo close the gap 

to our becoming the finest. 

Having managed-and improved the company 

dramatically-through five years of losses, we are  

more than ready to rise to the challenge of managing 

at a profit. 

63kQckm 
RON.41.0 Y. OHI<RI.~KIIIIK 

4 
President and ChiqfEzewt icr  Offirer 

February 28, 1995 



- speciillly papers 

Iroquois IMls, Onlario 
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K l i \ o l .  \ \ I 1  

Jonquiire, Vuebec 

Standard newsprint and 

specially papers including 

no11-prinling gradrs 

'IYw ( m l  irnprwernenl at Lhis mill is ~xpressrd in llnilrd Slaws dollars. 
" l'llrsr mills are rurrenuy working on IS0 9001 qualily rertilicalion. 









TIE U P S I D E  O F  T H E  C Y C L E  
A'l' T11E EN11 01' 1994 ,  W E  E N T E R E D  T H E  P R O F I T  Z O N E - T H E  U P S I U I <  O F  T H K  CYC1.E. 

Ilowever, i f  Ihe last down cycle was different than anyone had seen before, why should we expr r l  

the upside o f  the cycle tn repeat lhe  pasl? 

There are many indications that this cycle w i l l  

be dimerent: 

Many o f  the companies in Lhis i n d u s m  have new 

lop management teams who have only managed 

busir~essc.~ dur ing tough times. This may influence 

Iheir  strategies and investmenl philnsophies. Tighter 

environmental regulations and the availahilily and 

cost of l ibre are making investment decisions some- 

what more complicated. And the increased use of 

electronic media is threatening traditional uses l i ~ r  

newsprint. And, history suggests that we should 

continue to expect pricing volalilily, hot only l l le  law 

of supply and demand w i l l  determine that. 

Spending money wisely remains our  mosl 

d i f l icu l l  challenge. When times were tough, i t  was 

easy to do; we didn't have much money to spend. 

But that's changing, and we s r r  d r t r r n ~ i n e d  lo  pro- 

ceed in a disciplined fashior~. Our c~ha l lmgr  is to 

manage the npside of iht: cyclc so Ihi11 w(: c t ~ r ~  wcalhrr 

the nex l  downturn, prolilably-w11rnrvt.r i t  oc(wrs- 

and bui ld long-term value ibr sharrholdcrs. 

'Ib this end, we lravt. vs lah l is l~rd a numbf.r of 

priorilirs-to become l h r  linrsl-and movr  ahead 

wi th  growl11 opportunilirs. 



Spending wisely 
7'0 maximize profitability while becoming a low-cost 

producer we will focus on capital project management. 

We have identified significant investment opportunities 

lo upgrade our key mills, but we intend to continuc 

the disciplined approach to spending that has become 

part of our culture. 

While prices are rising, so too are  input costs. 

\Vr believe we can further contain manufacturing 

cosls by more effective management of onr  fibre 

resources, one of our primary cost components, 

and by developing more bulk pnrchasing power 

within our decentralized organization. 

Through our consistency program w e  intend to 

generate additional savings of $25 million by the 

end of 1996, for a total of $40 million of annual cost 

reductions by making further improvrmenls to 

productivity and eiiiciency-improvements which 

require no investment capital. In addition, we expect 

lo achieve savings from systems reorganizations in 

sales, supply and maintenance management that 

are in excess of $20 million. 

Development of long-term markets 
Long-term markets are essential to the surcrss  of 

our cornerstone initiative. We aim to continue lo 

he a major supplier to the mature markets of North 

America and Europe, but to increase our  presence 

in som? of the more attractive offshore markrts. 

To promote and preserve long-term relationships 

we will rommit significant resources to product 

research and development. We are  determined 

to identify and nurture new market niches with 

higher value products, such as specialty papers. 

As fach of our operations has an objective to bc 

their customers' number one supplier, we will also 

cnntinne to focus on the identification and fulfilment 

of customer needs and improved comniuniration 

through the selling effectiveness initiative. 

By 1996, w e  project having a substantial cash 

pool-thanks to increased profitability and asset 

sales. Our plan is to resume paying dividends, a s  

soon a s  conditions allow us  lo do so. And our plan 

is 111 create valuc by investing that cash iu strategic 

opportunilies 111 build on the cornerstone of our  

linest assets. 

MANAGE THE UPSIDE 

OF THE CYCLE SO THAT 

WE CAN IVEATHER 

THE NEXT DOWNTURN, 

PROFITABLY- 

WHENEVER IT OCCURS- 

AND H I I l I  .D LONG-TERM VALUE 

FOR S1XAREHOI.DERS. 



G ~ w \ v l l i  ini l ial ivrs 

Hut w r  are  not looking to huild capacity-something 

that has always heen a herd reaction in our  industry 

in other expansion periods, and which w e  helirve 

invariably leads to the type of supply-demand im- 

balance that proved so devastating over the past five 

years. While w e  may acquire capacity o r  incremen- 

tally expand existing facilities i f  at l~nrtive opporlunilies 

arise, building new capacity is not in our gamr  plan. 

The economics do not point to adequate returns 

over the life of these high-level investments. 

We a re  delermined to have a significant 

cash reserve when we enter  the next downtum- 

CONSIDER OUR 

FUTURE, WE INTEND 

TO EXPLORE ALL 

STRATEGIC 

ALTERNATIVES 

TO ENHANCE 

SHAREHOLDER VALUE. 

a rushion whicli will alluw us to uperstr  rffectively 

and to capitalize on opportunitirs wliirh may he too 

costly during the upside of the cycle. And w e  want to 

manage growth through wisr spending-investing 

along the lines of the criteria we have rstahlished for 

our  cornerstone: long-term v a l u ~ ,  positive cash and 

solid return on investment through a business rycle. 

As w c  consider our  future, w e  want to better 

understand how Abitihi-Price fits within your invest- 

ment criteria, and how we ran hest create value for 

you. We intend Lo explore all strategic slternativrs 

lo enhance shareholder viilue. 

To date, we have rstahlished management 

teams to seek nut and review opportunities in the 

lbllowing areas: 

North American g n ~ w t h  opporlunilies in our  core 

husiness-where we see  a strategic fit with our 

cornerstone asset base; 

International growlh opportunities-again in our 

cnrr  business-with a view lo building on our 

position a s  a successful global marketer, and to 

establishing a position in growth markets. 

New businesses-our primary focus has been on 

our  core husiness-hut our  future growth nerd 

not he limited to thal. Given the rhangrs  occurring 

in our  industry on a global basis, w e  intend to 

develop the competency to assess unique oppor- 

tunities in coniplemenlary businesses which will 

build long-term value. 

We aim to manage the upside of the cycle to ensure 

we build valur through the downside. We're snaring 

inlo the profit zone non-and w e  plan to stay there. 
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Operating Pmfil 
o,,iliion~ ,~dOil, , ,~,  

Selling and Administrative 
Expenses Reduced 8% 

Selling and administrative expenses were reduced 

hy $8 million in 1994. These savings came from 
reduced corporate overhead expenses resulting 

from drwatralization of the core activities of the 
Cornpan) nhich took place in the last half of 1993 

and first half of 1994. 

Cere Paper Business Operating 

Profit up $65 Million 

The largrst contribulor Lo improved operating 

profit na the Company's core business. Newsprint 

and valur-added papers 1994 operating profit 

was $15 million compared with 1993's loss of 

$52 millio~l-a $65 million improvement in 1994. 

eperaling Profit in Office Products 
L Other Business Divisions Flat 

Ollice Pruducts divisional operating profit was 

unchanged i n  1994 at $13 million. The benefits 

of higher sales and exchange rates were offset by 

lower margins caused by stronger competition. 
Increased demand for brokered lumber and panel 

board products boosted operating profit from other 
segments by $1 million. 

. , 
Operating Profit Improvement 

In 1994 the Company had an operating profit in 

its newsprint and value-added papers division of 
$13 million compared with a loss of $52 million 

in 1993. This $65 million operating profit improve- 
ment in the Company's paper business was due 

lo stronger markets for newsprint and value-added 

papers, and the efficiency of its manufacturing 

operations. This table lists the keys factors. 

Summary of Newsprint & Value-Added Papers Operating Profit Improvement in 1994 vs 1993 

fnzilliuns " r d n l l o r ~ )  
- 

Weaker Canadian dollar 
Higher (redwed) vnlume 
Improwd rlliciency 
Stengthrn~d (weakened) prices 
Lwwrr overltrad costs 
Higher kraft pulp prices 
Increasrd prnsion & other costs 
- 

Newsnrint Paner Markrls 



1 M A N A G E M E N T ' S  D ~ S C U S S I O N  A N D  A N A L Y S I S  (continued) 

w the  year ended Dccmmbrr 3 1 .  1994 

Abitihi-Price is one of the world's largest ncwsprint 

manufacturers. We supply about 10.5% of all North 
American newsprint consumed and we account 

for 19.6% of all North American newsprint exports. 

Our share of the world newsprint market is 5.8%. 
Our customers are primarily daily newspaper 

companies; their demand Sor newsprint is delermined 

mainly by newspaper circulation, print advertising 
volume and economic growth. 

In 1994, we sold about 68% (1993 - 74%) of our 
newsprint in North America, and 32% (1993 - 26%) 

to international markets. 

North American Newsprint Market 

Operating profit contributions from North American 

newsprint markets increased $13 million from 

1993 due to: 

frrt,ll,"ns) 
-- - -- 

Weaker Canadian dollar $ 2 7  
Reduced volume (24) 
Strengthened prices 14 

----- 

$ 1 3  

Weaker Canadian Dollar 

Our principal market for newsprint is the United 

States. Our American customers purchased over 
1.18 million tonnes of our newsprint in 1994; 

Canadian customers bought 119,000 tonnes. North 

American markets represent 68% of our newsprint 

sales; the United Stales market Lakes about 92% of 

that. In 1994, the average value of the Canadian 
dollar declined from 1993's U.S.$0.775 to U.S.$0.732. 

As the United States dollar strengthened, the value 

of Abitibi-Price sales expressed in Canadian funds also 

rose and increased operating profit by $23 million. 

Reduced Volume 

Our North American sales volume decreased by 4% 

from 1993. The lower North American sales volume 

was mostly attributable to two factors. First, we sold 

our Pine Falls, Manitoba mill in September. Second, 

1993 saw an inventory build-up by newspaper pub- 

lishers that was not repeated in 1994. In addition, 

we consciously exported more of our newsprint pro- 

duction to international markets in 1994 than we 
did in 1993. The primary reason for lhis shin was 

our belief that the long-term demand growth in news- 

print lies in inlemalional markets. This lower North 

American sales volume reduced our operating profit 

by $24 million. 

Strengthened Prices 

In 1994, a strcngthened North American economy 

increased print advertising volumes, causing newsprint 
consumption by United Stales daily newspapers to rise 

by 4.9% over 1993. Increased classilied and display 

advertising driven by rising employment levels and 

Eastern U.S. Newsprint Prices 
c i  .,s. d,,ll,,rd,",,r,<~, 

Mar 1 * 



higher retail sales more than offset a modest decline in 
daily newspaper circulation. Publishers could no 
longer service this increased demand from their 

inventories as thcy had done in 1993. In 1994 pub- 

lishers and newsprint producers reduced newsprinl 
inventories from 1993 levels by over 220,000 tonnes. 

In North America, three factors worked lo 
redure the supply of newsprint available lo that 

markrt. First, manufacturers took downtime lo 
reduce oversupply. Second, international demand 

grew and Canadian producers sold 10% more news- 
print illternationally. Third, no new newsprint mills 

c a m  on stream in North America during 1994. 

. slow first quarter saw newsprint net selling 

prices, in Uniled States dollars, 6% lower than in 

the first quarter of 1993. As demand strengthened. 
the Company lowered the discounts on its newsprint 

list price by 7% on March 1, 1994 and a further 6"L. 

on Augnd 15, 1994-restoring net selling prices to 

averagr 1993 transaction price levels. A full quarter 

impact of the August 15th discount reduction and a 

further 7% discount reduction on Uecember 1, 1994 
helped hhitibi-Price post a $10 million or 12 t  per 

romrnon share profit from continuing operalions 
during the fourth quarter of 1994. 

Th? inlpact of these price increases was to raise 
rur 1994 average realized North American net selling 

prices by U.S.$lO per tonne from 1997. This boostrd 

tur newsprint operating profit by $14 million. 

International Newsprint Market 

@ur intrrnational newsprint markets contributerl 
$52 millio~~ more to operating profit than they did 

In 1993 dur to: 

f rr l l lon?)  
- -- 

l ~ ~ r e a s e d  international volume $ 2 6  
\\eaker Canadian dollar 11 
\\taker prices ( 5 )  
- 

$ 32 

Increased international Sales 

We sold approximately 619,000 tonnes of newsprint 

outside North America in 1994. This was up 23% 
from 1993, mostly because of higher exports during 

the first three quarters of the year lo Asian, Latin 
American, and Middle Eastern markets. 

In the fourth quarter, exports returned to 1993 
levels a s  North American demand and prices grew 

stronger. The overall incrensc in our  international 
sales volume improved operating profit by $26 million. 

W e a k e r  Canad ian  Dollar 

Internationally, Abitibi-Price sells to Europe and 

Japan in local currencies, while selling to Asia, South 

America and the rest  of the world in United States 

dollars. The  Canadian dollar weakened against every 

major currency in the year, for example: 

Average- Annual Value of Local Currenry 
- - p ~ p ~  - ~p 

%, Redurlion 
i n  value of 

(e.rpr.errrd i n  Crrnodin,r dollurs) 1994 1995 the Cdn $ 
- p-~p- ~ p~ 

Cuslomcr Currcncies: 
Japanese Yen $0.0154 $0.0117 15% 
Ih'itish Pound 2.0928 1.9377 8% 
French Franc 0.2468 0.2279 8% 
German l)eutschemark 0.8443 0.7806 8% 
United States Dollar 1.3657 1.2901 6% 
-pppp ~ ~p- 

Average Monlhly Value of U S .  Dollar 
Expressed in Canadian I>ollaa 
(I,,,ll<,,r, 



Anothrr positive aspect o f  1994 was the fact 1I1al 

our  non-Canadian competitors' currencies a l l  grew 

stronger against the Canadian dollar, making 

Canadian newsprint morc  competitive worldwide. 

Avrragr Annual Value o l  l.orid Currrnry 
-~ ~ -~ ~~~ p~~ 

%. Hrdurlion 
in v i l l w  01 

. . I  I I I s J  1994 1993 lhC Clln $ 
- - - 

Competitor Currencies: 
Finnish Mark $0.2630 $ 0.2261 16% 
Swedish Kronar 0.1775 0.1661 7% 
l ~ n i t e d  States Dollar 1.3657 1.2901 6% 
- - - 

p~ 

This weakening o f  the Canadian dollar againsl 

major  currrncies raised operating p ro l i l  on in ler -  

national newsprint sales by $11 mi l l i on  i n  1994 

compared w i th  1993. 

Weakened In te rna t iona l  Sel l ing Prices 

I l igher  shipmenls o f  newsprint oulsidt. North 

America was an industry-wide trend early i n  1994. 

The effect was reduced spot prices for newsprint in 

foreign markels compared wi th  1993, result ing i n  

lower realized net selling prices. 

As demand increased i n  the fourth quarter o f  

1994, we  realized 4% higher in ternt~ l ional  sr l l ing 

prices expressed in United States dollars Lhan i n  

1993. However, this d id  not offset Lhe lower selling 

prices o f  the first three quarters. The net impact 

o f  lower average selling prices was a $5 mi l l i on  

rrduct ion i n  operating prolit. 

Value-added paprrs are brighter, glossier and 

smoolher Lhan nrwspr in l  result ing in improved 

pr in t ing qualities. The types we make are uncoalrd 

g r o ~ ~ n d w o o d  grades used by commerr ial  printers, 

ronverters, adverlisers and publishers lo  producr 

advertising inserts, books, lelephonv directorirs, 

11usinr.s~ forms, magazines and catalogues. Our  

pr imary value-added papers are clay-fi l led 

Opera t ing  Pro f i t  

I n  the value-addrtl p a p t w  rnarkrl, $25 mi l l ion more 

was c o ~ ~ t r i b u l e d  lo  operating profit than in 1997. 

This was attr ihutablr to: 

fmiIli,ms) 
- - -- - 

l l i g t ~ e r  sales volumes $14 
Wraker Canadian d o l l w  
- -- 

11 
- 

$ 25 

Higher  Sales Volume 

Value-arlcled paper sales i n  1994 w r r r  487,000 lonnrs, 

up 10% over 1995. This increase is due l o  higher 

( l rmand for dl our  valur-added papers and con -  

pares favourably w i th  the industry's average increase 

of5'Yo. Volume was pr imari ly driven by the retail 

market's increased use o f  advertising inserts and 

catalogues. The improved sales volume raised 

our  operating profit hy $14 mi l l ion. 

Ris ing Prices 

As w i th  t h r  newsprint market, the f irsl quarler or 

I994 saw lower prices for valut.-added papers 

than i n  1997. Ilowever, by the fourth quarter, pricr 

increases for SCA and MF grades h i ~ d  h e m  imple- 

mented and by the end o f  the year our  value-added 

paper prices w r r r  up I 0  - 15% from December 1993. 

1)irrctory papers were an exception as December 

I994 direr lory paprr  prices were lower than i n  

I)ecember 1993. These higher prices r rs tur rd  our 

1994 average selling pr ic rs  to 1993 levels. 

\Veaker Canadian Do l l a r  

Ov r r  80% o f  our  valuts-added products are sold i n  

th? United States. As w i th  newsprint, the stronger 

I l n i t r d  Stales dollar improved operating profit by 

$1 l mi l l ion i n  1994. 

supercalendert,d paprrs  (SCA), high-brightness. 

machine-l inished grades (MF) and directory paper. 
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Ownership 

Abitibi-Price manages its three newsprint joint 

ventures, and purchasrs and sells 100% of their 

production. At December 31, the Company had 

ownership interests in: 

- - - ~- 

1994 1993 
-~ .- 

Gaspesia Pulp & Paper Company 100% 51% 
Augusta Newsprint Company 50% 50% 
Alabama Hiver 

Newsprint Company 50% 
- ~ 

50% 
- -~ -- - 

Strategic Review 

Rising Kran  Pulp Prices 

Kraft is refined pulp that when added to groundwood 

pulp makes paper slronger. In 1994, Company- 
owned mills used approximately 83,000 tonnes of 

kraft to produce various paper grades, principally 

value-added papers. Kraft prices rose dramatically 

in 1994 to average U.S.5543 per tonne up from 
1993's average of U.S.5457, a 19% increase. 

Until net selling prices strengthened in the 

second half of 1994, the Company was unable 

to pass on the higher kraft costs to customers. 

Accordingly, these higher cosls reduced operating 

profit in 1994 by $13 million. 

Increased Pension Costs 

In 1994 the Company improved pension benefits 
for current and retired employees. The iniprovrtl 

benefits resulted from amendmrnls made to pen- 

sion plans pursuant to the collective bargaining 

agreement that the Company reached with its 
unionized employees in 1993. This lowered 

operating profit by 58 million in 1994. 

In 1994 we initiated a strategic review of the 

Company's investment in newsprint joint ventures. 

This review was completed in the fourth quarter. 
The priucipal results were the acquisition of an 

additional 49% of Gaspesia Pulp & Paper Company 

by Abitihi-Price and the refinancings of the Alabama 

River Newsprint Company and the Augusta Newsprint 
Company. Management at each of these mills are 

continuing their focus on cost reduction and 
improvcd opcrnting efliciency. 

There are no currrnl plans to sell these ventures. 

We believe that with the cooperation of employees, 

local governments, management and suppliers, 
these mills can continue to provide rewarding 

benefits lo our shareholders, employees and the 
communities in which lhey operate. Our objective 

is to put together a plan to ensure these benefits 

are realized. Managemenl is committed that each 

of these ventures will be net cash contributors at 
the botlon~ of the next newsprinl cycle. Failure to 

t l e ~ ~ ~ o r ~ s l r a t e  the ability to achirvr this goal will 

result in the sale of any of our newsprint joint 

venture investments. 



I ~ ~ i t e d  States m a m ~ l ; ~ ( ~ l u w r s  01 I I I I ~ O ~ I ~ ~  g r ~ ~ t ~ ~ ~ d \ \ o ~ ( l  

Paper Grade 

Value-Added Paprrs: 
SCA grades 
\lachine-linisl~rd :'rad~.s 
Inrectory grades 
\Inchi~~e-linisllrd gradrs 
SCA grades 

K?i\sprint: 
Slmdard nrwsprint 
Standard nmsnr in t  



rn M A N ~ G E M E V T ' S  D I S C L S S I O N  A N D  A N A L Y S I S  (continued) 

The fourth quarter of 1994 saw much stronger 
t~rwsprinl prirrs i l l  international markets. In addi- 

lion, major Luropran markets saw January 1995 

prirr inrrrascs avrra(ci11g 15% - 20%. Market analysls 

believe prices could rise even further in 1995. 

We expect our  newsprinl cost per tonne to 

remain relatively unchanged wilh productivity 

improvements offsetting the higher costs of krafl 

and old newspapers. Costs for value-added papers 

are expected to rise because of the higher 

proportion of k ran  usage compared lo newsprinl. 
We believe the combination of higher selling 

prices and stable procluction costs will posilion us to 

return to full-year prolilability in 1995 for the first 

Lime since 1989. 

Nature of Business 

Our office products division is a specially wholesale 

distributor of information processing supplies in 

North America and Western Enrnpe. The business 

supplies such resellers a s  computer and ollice 
products dealers. Our products include name 

brand printer toner, ribbons, magnetic media 

such a s  tapes and diskettes, optical discs, and 

peripheral products such as  fax machines, printers 
and modems. The division also distributes such 

traditional products as  pens and pencils. 

Operat ing Profit 

Operating prolit in the office products division was 

$13 million, unchanged from 1993 due to: 

(mi//iott.~l 

Higher sales volume $ 5  
Lower gross margins (4) 
Markel development costs ( 1 )  

$ - 

Sales u p  19% 

Sales by the division were up 19% from 1991 It.!els. 

Prices were reduced in 1994 as  manufactnrrrs 

lowered selling prices in an attc,nil)l 111 rr1;1ir1 rnnrkrt 

share. These lower prices reduced our gross margins 
and dropped 1994 operating prolil I)? $-I million. 

The office products division continued to inakr 
strong inroads in its markets in lhc 1initc.d Slates, 

Canada and Europe. The higher sales \olumr 
increased operating profit by $5 million. 

Developing New Markets 

In 1994, the division continued to develop its sales 

distribution network in Western Europe. 'l'hr dir-i- 
sion is in the initial rlevelopmenl slag<, in Lnropr 

and managemenl believes lhis tnitrhel ol'l'rrs 

significant growth potential. Furttier r \ p a n s i o ~ ~  

will continue in 1995 with the start-up ul'a nen 
office products subsidiary in Mexico. rldilionnl 

sales and administration costs \ w r c  inrurrrd i n  

1994 compared wilh 1993 to service 1ht.sr rnarkrts. 

These costs lowered operating prolil b! $I million. 

Oullook for 1995 

With planned expansion in both Mexico and \Vestern 

Europe, we expect a cont inuat io~~ uI' lhr glrnvlh in 

sales experienced in 1994. Furtlrrr t ~ r o ~ i o ~ n i c  strmgth- 
ening in the division's major markcls shonld also 

lead to increased sales and operaling prolit i n  1995. 



Interest expense incurred on long-term debt an11 the 

$150 million convertible suhorclinated dehentut~es 

was $40 mil l ion in 1994, virtu;dly unchangctl f rom 

1993's expense o f  $39 mi l l ion despite changes i n  

the composition o f  debt over. the last two years. 

Successful refinancings in 1993 lowered the 

Company's weighted average interest rate i n  1994 

and offset the effect of 6% higher foreign r xch i~nge  

costs on interest payable i n  1Jnited Stales dollars. 

Unusual items in 1994 were $29 mi l l ion and 

consisted primarily of a $21 mi l l ion loss on the 

sale of our Pine Falls m i l l  i n  Septeml~er. The other 

$8 million of unusual items represents the costs 

of restructuring programs at Grand Falls and 

Jonquikre which were designed to reduce costs 

and increase the competitiveness o f  these mil ls. I n  

1993, the charge for unusual i tems was $5'2 m i l l i on  

for the cost of various restructuring programs. 

The largest portion o f  1993's restructur ing pro- 

grams related to decentralizing the mant lgrmrnt  

of the Company's core activities. 

O t l e r  . L o m e  ctrzc / C', x wrl.tr>, ?L/ 

I l u r i ng  thc yrilr, wc made further progress towi~rcl 

completion of our  plan to divest nn11-cur~' I)IIS~II~SSI~S. 

I n  June, the Price \\'ilson division was sold to Pcvkins 

Paper I.tc1. o f  b l o n l ~ w l ;  in November, the I l i l roy  

division was sold to The h le i~ t l  Cnt.po~.ation. The 

Compimy took a $3 mi l l ion aft?r-tax charge to 

earnings on t h r  sale o f  I l i l roy  i n  the fourth quarter. 

In additinn, $1 mi l l ion was charged to the loss on 

sale o f  discontinued operations for the interest costs 

o f  carrying these 1)usinesses pr ior to their sal? 

Wit11 the sale o f  t h r  convrr l r t l  pn~ t luc ls  

I~usinesses, there were n o  assets on t h r  11alanrr 

sheet st 1)ecrml)er 31, 1994 re l i~ ted  to discontinued 

operations (1993 - $40 mil l ion). 

Capi ta l  S l ruc tu re  

The capital structure o f the  COIII~~II~ i1nprove11 

during the year as thc drl)t rrnl;linrcl virl11;llly 

ut~rhangecl ill $329 mi l l ion while shi~reholders' 

equity incr rasrd hy $108 mil l ion. 

The increase i n  shar~hol r l r rs '  ~ q u i t g  is p r im i~ r i l y  

i ~ t t r i l ) u l i ~ l ~ l e  to the issue of 10 mi l l ion c~ntnmon s1l;lrVs 

i n  April and lhc c.xwrise o f  131,558 stock options 

w l ~ i c l ~  together yielded net procrc.ils o f  $169 n~i l l ion.  

offset by 1994's net loss o f $ %  million, p r c fw r rd  

In 1994, other net expenses were $4 mil l ion- share divirl(wt1s nf  $1 mi l l ion and preferred s l i i ~ r r  

$5 million less than in 1993. This in~provement  is ~~edemptions o f56  mil l ion. 

mainly attributable to increased interest income on 
Ihe Company's invested cash which grew from $1 38 

million in  1993 to 5250 mi l l ion at Ikcemhel '  31, 1994. KCI II~I,I I,, Y,.I I>C~BI ~ I C B S  

Convrrlihlr 1)rbmturr.s 
and Shsrrholdrm' Equity 
(,,W<<,,,,,W, 

. Yncome Z x  E>c-ocw.ir..i 

'The erective income tax recovery rates weve 36% 

in ISM and 34% in 1993. The higher 1994 income 

t;lx recovery rate was caused by an increase in t h r  



$101) million Inrrc~asc~ in (:ash From 

(:r~ntinuing Opt.r:~ting icli\ilic.s 



In December 1994, taxation authorit ies i n  can adz^ 

and the United States reached agreement o n  what 

portions of the Company's pr ior  years' income 

would be taxed in each country. 

Since 1992, the Company has not recorded 

the tax benefits of its United States losses. The 

1994 agreement, bctween t h ~  taxation authorities, 

shifted taxable income from Canada to the 

Uniled States enabling the Company to record 

a $17 million tax benefit f rom losses nu  its 

United States operations. 

The Company has restated its f iu i~r lc ia l  

statements for this change ibr 1993 and for the n ine 

months ended September 30, 1994. This revision 

increased income tax recoveries and reduced the 

loss from continuing operations, loss Sor the year 

and loss attributable to common shi~reholclers 

by $6 million (70 per common share) for the 

nine months ended Septemher 30, 1994, and hy 

$11 million (150 per common share) i n  1993. I n  

addition, at September 10, 1994, retained earnings 

were inrreased and deferred income taxes were 

reduced by $17 mi l l ion (1993 - $1 1 mi l l ion).  

Pm-Forma Consolidated Balance Sheet 
as at December 31. 1994 

OniUionr oJdollnr~) 
-- - -  

Current assets 
Fired assets 
Invcslments in newsprint joint ventures 
Defemd pension cost 
lniestments and other assets 

- -- 

Total assets 

In 1994, the Canadian Institute o f  Chartered 

Accounlants allowed companies the option o f  

reporting their  investments i n  joint ventures 

using ci ther the rqu i t y  o r  proportionate 

consolidation method. 

As i n  pr ior  years we  have accounted [or our  

investments in newsprint joint ventures using the 

equity method o f  arcounting. We helieve propor- 

tionate cnnsolidation o f t he  joint ventures' dehts 

is not appropriate because the dehts are without 

r c cou lw  to Abitibi-Price. As such, the Company's 

risk i n  these ventures is l i m i t 4  to the extent of its 

n ~ t  investments. 

I n  1995, the Company w i l l  confornl to new 

Canadian generally accepted accounting recornmew 

clations which w i l l  require these venlurrs to hc 

prnpo~'l i i~nalely consolidated. Tl i? joinl ventures' dehls 

will continue to be without recourse to Ahitihi-Price. 

Had the Company proportionately consolidated 

its invrstments i n  newsprint joinl ventures ill 

I k r c m h r r  31, 1994, the financial statrmrnts would 

he as shown below: 

Equity 
Arroonting of 
Joint Vrnlor~s 

as K,~portrrl 
- -  - ~ 

$ 605 
906 

95 
100 
115 

- - - - -  

$ 1,821 
- 

Current liabilities $ 381 $ 31 $ 412 
Img-term debt 329 337 666 
klerred incomc taxes 112 - 112 
Cllnvertihle subordinated debentures and shareholdrrs' equity 999 - 
- -- - - - - - - - ~~ - - 

999 
-- - ~- 

Total liabilities and shareholders' equity $ 1,821 $ 568 $ 2,189 



Pro-Forma Consolidaled Earnings Sta tement  - seleeled i tems 
For  t h e  year  e n d e d  December  31, 1994 

(~ni l l ior~ .~  ql'dollor.~) 
~ - ~ ~ 

Net sales 
Operating prolit from conlinuing operations 
Loss from newsprint joint ventures, before income taxes 
Inlerest expense, long-term 
Unnsual items & other i n c o n ~ e  and expense, net 
Inss from continuing operations, hefore income taxes 
1,oss for the year 

Risk: Management  of Exchange  Risk 

Approximately 90% of the Company's rev(wnes 

but less than 20% of its operating expenses are  in 

United States dollars. As a result, we have a potential 

exchange rate exposure lo n~ovemenls  in the value 

of the Canadian dollar expressed in United Stalrs 

funds. In 1994, for every Id drop in the value of lhe 

Canadian dollar expressed in United States dollars, 

the Company gained approximately $11 million. In 

1995, with proportionate consolidation of itor news- 

print joint ventures, the fnll year impact of 100% 

of Gaspesia's earnings, and liighrr budgeted sales 

volumes and prices, the irnpacl or s l o  change in 

the exchange rate on our  reported net income will 

increase to $16 million. 

The Company's exchange rate rxposnrc is 

recognized by management a s  a major drlrrrninanl 

of its long-run profitability. Accordingly, w c  have an 

established exchange rat(> management program in 

place to protect againsl rapid appreciation in the 

value of the Canadian dollar. 

At i)ecember 31, 1994, the Company had entered 

inlo currency options totnlling U.S.$543 million. 

These options protect us against the LJniletl Slatcs 

tlollnr value of the Canadian dollar rising above an 

average of U.S.$0.75 during 1995. In lhe even1 o f a  

weakened Canadian dollar, we would he obligated 

to buy Canadian dollars at  rates which average 

U.S.50.69 in 1995. In 1994, the Canadian dollar 

averaged U.S.$0.73 down from lJ.S.$0.78 in 1993. 

It should be noted that our  principal markets 

are  outside Canada, and exposure from exchange 

rate risks cannot be eliminated. Allhongh we belie!r 

we are  erTeclively insuring against this risk, rxchangr 

rate risk cannot be removed in the long run. 

Opporlunity:  1994 Labour  Uegoliations 

o n  t h e  West Coast 

Although not in the best interests o f t h e  industry 

nor its cnslomers, a labonr strike in the \Vest Coasl 

paper intlnstry remains a concern for 1995. This 

strike dors  not directly affect Ahitihi-Price which is 

an East Coast paper manufartnrer. Abitih-Price 

cnslomers shonld no1 see  supply disruptions sincr 

the Company and its unionized employees are 

operating under  long-term colleclive bargaining 

agreements which extend to 1998 and 1999. In the 

short rnn, a labour disruption reduces the availahlr 

paper supply and could raise paper prices. We belitw 

lhal in the long rnn this labour dispnte would not 

significanlly affect our  oprrations o r  markets. 
1 



Risk: O ld  Paper  Machines 

Being Returned t o  Service 

\\ilh strengthening demand and prices in Nor th  

America, the potential rx ists fur paper machines Lhat 

lhad been decommissioned, converted to other grades 

or moth-balled i n  recent y rars  to be put back in to  

service to reap short-term proli ts. Th is  would  l r a d  111 

an increased supply o f  newspr int  and could r r su l t  i n  

some moderation o f  the cur rcnt  t ight paper market. 

Risk: Reducing Expor ts  in 1995 

The fourth quarter o f  1994 saw signif icant incre;ises 

in paper prices in North America. M o r r  have been 

announced for 1995. This came at a t ime when  most 

North American paper manufacturers had turned 

their attention to internat ional  markels, sales to 

wllirh increased by 10% i n  1994 compared w i l h  

199Z.The possibility exists that as pr i res  s t rengt l~en 

in North America, manufacturers may reduce 

export shipments and thereby increase the supply 

of paper i n  North America. 

b e  do not think this strategy is in our  best 

interrsta and we w i l l  continue to focus o n  drve l -  

oping long-term inlernational markets in 1995. 

We believe that future consumption growth in thc 

industry will come pr imar i ly  f rom internat ional  

~~iarkets, caused by r is ing wor ld  l i t r ra ry  rntes 

imd continued growth in the economies o f  newly  

democratic countries. 

Risk: Environmental Compl iance 

45 we reported in our  1993 annual r rpor t ,  the 

Company must comply w i l h  n e w  environmental  

rrgulations in the province or  Quebec by O r l o b r r  1, 

IYS5 and in lhe rest o f  Canada by 1)rcemhrr 31, 1995. 

In 1994, we made significant progress towards 

meeting these deadlines. We anlicipate being in 

ct~lnpliance in advance o f  the compliance dates. 

nuring the year, conslrucl ion began o n  serondary 

rflluent treatment plants at the seven Canadian 

o~ills which require them. 

T h e  rstirnaterl cost to compl r te  these projects 

and to rump ly  w i l h  current rnv i rnnmenta l  regu- 

latinns i s  $148 mi l l ion,  o f  wh ich  $42 mi l l i on  had 

heen spent by the end o f  1994. 

Oppor tun i ty :  Deve lop ing  

E n v i r o n m e n l a l  P roduc ls  

In our  s r w c h  for more  effective environmental 

prncrsscs, t h r  Company is  developing rnv i ron -  

mental  products that w i l l  have general application 

to businessrs in and outside o f  b u r  industry. 

These technologirs a r r  conl inuing to be refined by 

ou r  env i romnrnta l  devr lopment division, Abit ibi 

Environmental  Technologies, which to date has 

investrd $6 mi l l ion  to develop these prncrsses. These 

rlrvelopment costs are inc lodrd in Investments and 

Other Assets n n  ou r  halance sheet. 

I n  addition, Ahil ihi-Price 'kchnologies, our  

reseiirch division, is  rnn l i nu ing  to look for ways l o  

m a k r  n o r  paper m a ~ ~ u f a r t n r i n g  procmses c leanrr  

and more  cost-effective. 

Risk: O l d  Newspaper  a n d  

Magaz ine  P r i c e  Increases 

In recent yrars, paper manufacturers havr  

increased the r r cyc l r t l  content o f  products that t h c y  

manufacture. As a consequence, demand and prices 

I'or o ld newspapers and magazines h iwe  also risen. 

Wi th  the complet ion o f  a de- inking plant at 

ou r  Alma mill w e  w i l l  n o w  ronsulne approximately 

283,000 tnnnes o f  recyclecl newspapers and mi lgz- 

zines i n  1995. This  h igher  usage o f  recycled papers 

w i l l  increase ou r  rxposure 111 old n r w s p l p e r  and 

magazine pr ic?  incrrases. 



Hasrd on our  1995 budget the Company's opc-rnling We believe that in 1995 Abitibi-Price will return to 
profit, with proportionate consolidation, will be full-year profitability for the first time since 1989. 

impactecl by the following sensitivities: Our  cost reduction programs and commitment to 

bring the finest paper manufacluriv in the world 

sulidly positions A1)itibiLPrice and our  shareholders 

to profit from: 

Operating Profi~ Sensitivity Recent North American and international paper 
f,,,,Il,<,,,~ ,,/<,,,I,,,~S, 

price increases; 
F.nrh I .s.$~u/tcmw rhnnpr  ih in raspr iu~  prirr Increased worldwicle newsprint demand while 

supply remains flat; 
F.t,d, t ' .S.$lo/ ,<,t l , ,~.~l ,~,~,~" i t ,  i,,.i,.,. 

Our increased focus on, and a higher 1995 

Continuously impnwing efficiencies that reduce 

our  production costs; and 
Cost savings from restrurturing initiated in 

1994 combined with a drive to become the finest 

groundwood paper company in the world 



supporletl by an rxlrnsivr ~ I I I ~  r o ~ ~ ~ p r e l ~ c . n s i v r  
system of inlernal : I ~ I I ~ I I I ~ I I ~  r o ~ i l r ~ l s  : ~ n d  illlt~rllt~l 
audits, the latter bring c ~ ~ ~ ~ r d i ~ ~ a l c . d  wilh r w i c w s  
and examinations prrl'nrmrd 1))- lhr sh;~rrholdrrs' 



Hrrtatrd 
(,,DIG 2)  

Year ended Decemher 31 (,nillions of (:nnorlian dollars) 
.- -. 

1994 1993 

Net sales $2,111 $ 1,869 

Cost of sales 1,913 1,727 

Selling and administrative expenses 9 1 99 

Depreciation and depletion 81 83 
- ... 

2,085 1,909 
- 
Operating profit (loss) from continuing operations 26 (40) 

Loss from newsprint joint ventures, before income taxes (note 3) (33) (38) 
Interest expense - long-term (note 4) (4.0) 

- 
(39) 

- short-term (1) 
Unusual items (note J) (29) (22) 
Other income and expense, net (note 6) 
-. --- 

(4) (9) 

Loss from continuing operations before income taxes (80) (149) 
Recoverv of income taxes (note 7) 29 51 

Loss from continuing operations (51) (98) 

Loss on disposal of discontinued operations, net of income tax recoveries 
of $2 and $7, respectively (note 8 )  (4) (1 3) 

Loss for the year 
Dividends on  referred shares 

Loss attributable to common shareholders $ (56) % (112) 

Per common share: 
Loss from continuing operations % (0.62) $ (1.38) 
Loss for the year (0.66) (1.56) 

Dividends - 0.125 
Weighted average number of common shares outstanding (millions) 84.4 71.8 

Year ended Deremher 31 (,,nllrons oJCmndinn dollnrs) 1994 1993 

Retained earnings, beginning of year $ 359 5 483 
Loss for the year 

- 
(55) (111) 

304 3 72 
-- 
Expenses of common share issues, nel of income tax recoveries of $2 in each year (5) (3) 
Dividends declared 

Preferred shares (1) 
- 

(1) 
Common shares (9) . . 

-- 
Retained earnings, end of year $ 298 $ 359 

i 



December 31 (millions qfconodion dollars) 

Current assets 
Cash and deposits 
Accounts receivable (note 9) 
Inventories (note 10) 
Prepaid expenses 

Fixed assets (note 11) 906 865 

Other assets 
Investment in newsprint joint ventures (note 3) 95 175 
Investments and other assets (note 12) 87 28 
Deferred pension cost 100 83 
Goodwill 28 28 
Net assets held for divestiture (note 8) - 40 

310 354 

% 1.821 5 1.676 

LIABILITIES 

Current liabilities 
Bank loan (note 13) 
Accounts payable and accrued liabilities 
Long-term debt due within one year (note 4) 

Long-term debt (note 4) 
Deferred income taxes 

Convertible subordinated debentures (note 14) 

Shareholders' equity 

Capital stock (note 15) 
Preferred shares - 977,008 shares 

(1993 - 1,494,988 shares) 
Common shares - 87,414,790 shares 

(1993 - 77,283,232 shares) 
Retained earnings 

Approved by the Board of Directors: 

Director 



Y ~ a r  ended December 31 (millions of Canadian dollars) 

Operating activities 
Loss for the year from continuing operations 
Depreciation and depletion 
Unusual items 
Loss from newsprint joint ventures, before income taxes 
Recovery of deferred income taxes 
Other 

Changes in the non-rash working capital components 
of continuing oaerations (note 16) 

Cash generated by (used in) continuing operating activities 

Financing activities 
Issue of common shares, net of expenses 
Repayment of long-term debt 
Retirement of preferred shares 
Pension funding 
Issue of convertible subordinated debentures 
Issue of long-term debt 
Debt issue costs 

Cash generated by financing activities 

Investing activities 
Additions to fixed assets, net of a $20 (1993 - $nil) 

increase in related accounts payable 
Proceeds from sales of discontinued operations 

and operating divisions, net of $40 of debentures 
received from the purchasers in 1994 

Acquisition of Gaspesia Pulp & Paper Company (note 3) 
Decrease (increase) in investments and other assets 
Investments in newsprint joint ventures 
Other 

Cash used in investing activities 

Dividends paid 
Preferred shareholders 
Common shareholders 

Cash used to pay dividends (1) (18) 

Cash generated by continuing operations 119 56 

Cash used in discontinued operations (7) (38) 

Increase in cash during the year 112 18 
Cash and deposits, beginning of year 138 120 

Cash and deposits, end of year $ 250 $ 138 



Smspr i r~ l  a11d r-slur-addrd paprrs: 
Wholly onnrrl mills 
Nrwsprinl joint vrntuw ~n i l ls" '  
- - . - 

Nrivsprir~l t111t1 i;tI~re-addrd p;~prrs 
Olncr prorlurls 
Corpursl? i~rid o111?r 

- 

C o ~ i l i r ~ ~ ~ i ~ i g  oprri~tior~s 

Continuing oprr;~tions $ 1.869 



1 .  s t  \ l % t , \ R l  01: S l ( ~ \ l l ~ l ( : \ \ T  

\ ( : ( ; o L  \' l ' lv(; 1 '0 l . l~ : l l~s  

These financial statements are exprrssccl i n  Canadian 

dollars and are prepar t4  in accordance wi th  

accounting principles generally accepted i n  Canada. 

(a) Basis o f  presentat ion 

These financial statements consolidate the accounts 

of Abitibi-Price Inc. and all of its subsidiary companies. 

(b) Translat ion o f  fore ign currencies 

The assets and l iahil i t ies o f  self-sustaining foreign 

subsidiaries and joint ventures are translated into 

Canadian funds at year-end exchange rates and 

the result ing u n r r d i z r d  exchange gains o r  lossrs 

are included i n  shareholders' equity. Thc: revrnucs 

and expenses o f  thrse operations are translated 

at exchange rates prevail ing dur ing the year. 

Monetary assets and l iabil i t ies o f  domestic 

companies and integrated foreign subsidiaries 

denominated i n  foreign funds are translated at 

year-rnd exchange raks.  Non-monetary assets 

are translated at historical rates and revenues and 

rxpenses are translated at ratcs prcvnil ing dur ing 

the year, except for depreciation which is transl;~ted 

using historical rates. Kxchange gains or losses on 

Lranslalion are included in earnings, except those 

which arise on t h r  translation of long-term d rb l  pay- 

able in U.S. funds. Gains or losses on deb1 lha l  hrt lgrs 

the net investment i n  srll'sustaining US. suhsidiaries 

and fnrr ign newsprint joint vrntures are inclut l rd i n  

shareholders' equity. Any dehl, hedged by a future 

1I.S. dollar income stream, is deferred and included 

i n  earnings in the same years as the income slrtwm. 

The Company currently managrs its foreign 

rxchange rxposure on future sales t h n ~ u g h  the usc 

o f  options and forward contracts. Resulting gains 

and losses are included i n  c.;irnings when realized. 

(c) Inventor ies 

Inventories o f  f in is l~ed products, work i n  process 

end materials and operating supplies are valued at 

Lhe lower o f  average cosl and net realizable value. 

Pulpwood inventory is valued at average cost. 

(d) F i xed  assets a n d  deprec ia t ion 

Fixed assets are recorded at cosl, which inclurles 

c a p i l a l i z ~ ~ d  interest and preproduct ion costs. 

Inurstmcnl tax credits and govc.rnment capital grants 

received reduce the cost o f  the related fixed assets. 

1)eprecialion is provided at rates which amortize 

the l ixed asset rust over the productive l i fe o f  the 

assel. T h r  pvincipal fixed asset catc,gory is produc- 

t ion tquiprnent which is drprrciated over 20 yrars 

on a straight-line basis. 

(e) Env i ronmenta l  costs 

Environmental capital expenditures that w i l l  continue 

to benefit the Company and its,rnvironment in t h r  

future are recorded at cost and rapilal ized as part 

o f  f ixed assels. Depreciation is charged to income 

over the rstimated future benefit pr r iod of the related 

terhnulngy. I':nvironmental expentl i turrs that do not 

brnefit t h r  Company in future periods are expensed 

as incurred. 

(I) Investments 

Invrs t~nrnts  in  newsprint joint v r n t w r s  ace acmunted 

for by the equity method. Other l ong - l em~  invest- 

ments a r r  recorded at the lower of cost and net 

realizable value. 

Starling i n  the lirst quarler of 1095, the Company 

w i l l  be r r q u i l w l  to consolidate propi~rt innalely 

its investnirnls in nrwspr in t  joint vrntures under 

Canadian g rnwa l l y  accepted accounting principles. 

Llndrr r i t h r r  the equity or consolidation methods 

o f  accounting the net loss for l h r  year and share- 

holders' equity remain the same. 

(g) Pension costs 

Earnings are charged w ~ t l i  t h r  cost o f  benefits earnrd 

by employees as employee services are rendered. 

The cosl reflects management's best estimates of 

the pension plans' expected investment yields, 

wage and sal i~ry rsralaliun, mortality o f  mrmbers, 

terminations and the ages at which members 

w i l l  retire. Adjustments arising from pension plan 

amendments, experience gains and losses and 

changes in assumptions are amortized l o  earnings 

over the estimated average reniaining service lives 

o f  the memhers. 

Dif ferenrrs hrtween pension cost (dr t r rmined 

on an accounting basis) and the funding of'pmsion 

costs (as required by regulatory autliorities) give r is r  



to timing differences in the recognition of pension 

expense. These differences appear on the halancc 

sheet as deferred pension costs. 

Costs associated with post-retirement h m ~ f i t s  are 

expensed when paid by the Company. 

(h) Goodwill 

Goodwill, which represents the excess of the cost of 

acquired businesses over the values attributed to the 

underlying net assets, is amortized over periods not 

exceeding 40 years. 

(i) Income taxes 

Deferred income taxes result primarily from 

differences in the timing of' recognition of income 

and expenses for accounting and for tax purposes. 

(j) Research and  development costs 

Research costs are expensed as incurred. Development 

costs for technically and commercially feasihle pro- 

ducts and processes which management intends to 

produce and market are deferred until commercial 

use begins. At that lime, these costs are charged Lo 

income over the estimated commercial life of the 

product or procvxs. 

In December 1994, taxation authorities in Canada 

and the United States reached agreement on what 

portions of the Company's prior years' income would 

be taxed in each country. As a result of this agreement, 

the Company has restated its financial statements for 

1993 and for the 9 months ended September 30, 1994. 

The revised statements record $17 million of tax 

benefits for losses in the United States that w r r r  not 

previously recognized. 

The restatement's impact was to increasr income 

tax recoveries and reduce thc loss from continuing 

operations, loss for the year and loss attributable 

to common shareholders by $6 million (7h per 

common share) for the nine months ended 

September 30, 1994 and by $11 million (156 p r r  

common share) in 1993. In addition, at September 

30, 1994, retained earnings were increased and 

deferred income taxes reduced hy $17 million 

(1993 - $1 1 million). 

The Company's newsprint operatious include 

investments in joint venture partnerships \+hich 

are accounted for by th r  equity mrthod. The 

Company's equity interests in these partnrrships 

are: Augusta Newsprint Company ("Augusta") 

- 50%, and Alabama River Newsprint Company 

and Alabama River Kecycling Company ("Alabama") 

- 50"L A t  December 31, 1993, the Company had ;I 

51 "4 interest in Gaspesia Pulp & Paper Company 

("Gaspesia") whirh became a.wholly-owned sub- 

sidiary in 1994. The Company buys as  principal 

and re-sells all of the joint ventures' newsprint 

procluction under marketing agreements. 

Summarized earnings statements and halancc 

sheets of the Company's proportionate combined 

interrst in the joint ventures are as follows: 

Proport ionate  earnings s ta tements  

1994 1993 
- - 

Net sales 5 250 $ 215 
Cost of sales and expenses 

- ~p 
249 (223) 

Operating profit (loss), before 
inleresl and income taxes 1 (8) 

Inleresl expense (34) (50) 

Loss from newsprint joint ven- 
tures, before income taxes $ (33) $ (38) 

Proport ionate  balance sheets  

1994 

Current assets (a) 5 58 
Fixed assets 407 
Other assets 15 
Current liabilities (48) 
Long-term debt (11) (337) 

Investments in newsprint 
join1 ventures $ 95 

(a) The joint ventures have accounts receivable 

from the Company of $34 million in 1994 (1993 - 

$40 million). The cnnsnlidatrd financial statements 

include corresponding amounls in accounts payable 

and accrued liabilities. The proportionate balance 

sheets shown above include $17 million (1993 - 

$20 million) of these receivables in current assets. 



(b) Long-term borrowings at Augusta and Alabama 

are without recourse to Abitibi-Price Inc. 

(c) On Decemher 16,1994, the Company purchased an 

additional 49% interest in Gaspesia, a newsprint mill 

with annual capacity of 269,000 tonnes located in 

Chandler, Quebec. Prior to this acquisition, Gaspesia 

was operated as  a joint venture and accounted for 

using the equity method. The revenues, expenses, 

assets and liabilities of Gaspesia have been fully 

consolidated in these financial statements suhsequent 

to the purchase date. The $33 million (1993 - $38 

million) loss from newsprint joint ventures, before 

income taxes, includes the results of the Gaspesia 

joint venture for the period prior to the pnrchase date. 

This acquisition has been accounted for using the 

purchase method of accounting and the acquisition 

costs have been allocated as  follows: 

3 .  ~ T \ I ! S L  $1. I,~I<\IS 

1994 
- - 

1993 
- - ~~ - 

Loss on sale of Pine Falls, 
Manitoba mill 5 21 $ -  

Cost of employee restructuring 
programs 8 18 

Thunder Bay, Ontario 
mill closure costs - 4 
p~ - - 

$ 29 $ 22 

1994 1993 
- - 

Interest income $ 11 $ 2  
Discount on sale of 

accounts receivahlr ( 5 )  (4) 
Foreign exchange loss 

on working capital (2) (6) 
Current assets $ 8 Other 
Fixed assets 
Deferred pension cost 
Bank loan 
Other current liabilities 

Acanisition costs 

4. l ,o~~;-~ l ' l~ : l i \ l  l>I<l%T 

1994 1993 
~~~ 

~p 

Abitibi-Price Inc. 
7.92% notes, matnring in 2005 

(U.S.5200 million; 1993 
- U.S.5200 million) $280 5 264 

Sinking fund debentures 
10.65% Series 11, matnring in 2000 

(U.S.541 million; 1993 
- U.S.$50 million) 57 66 

Other 4 7 
~ ~- 

34 1 337 
Less: Amount due 

within one year 
~ - 

(12) (13) 
-- 

$ 329 $ 324 

The Company's recovery of income taxes and the 

effeclive income tax rate pertaining to conlinuing 

operations are as  follows: Restated 
(nrm 2) 

1994 1993 
-~ ~ 

Loss from continuing operations 
before income taxes $ (80) $ (149) 

Recovery of income taxes $ 29 $ 51 
Effective income lax 

recovery rate 36% 34% 

Made up of: 
Combined basic Canadian 

federal - provincial 
income tax rate 40% 40% 

Effect uk 
Manufacturing and 

processing tax deduction (5) (4) 
Large corporations tax (3) (2) 
Tax rate differentials 5 2 

Sinking fund and other long-term debt repayment Losses not lax affected (2) (3) 
obligations for the years 1996 to 1999 are $12 million, Other 1 1 

- ~ 
- - 

$43 million, $43 million, and $40 million, respec- Effective income 
tively. The outstanding sinking fund debentures tax recovery rate 36% 34% 

and noles are currently redeemable a1 the option 

of the Company. 



At December 31, 1994, the Company and its suhsi 

diaries had approximately $556 mi l l ion i n  tax 

loss carryforwards available to reduce taxable 

income in future years and which expire hetwren 

1998 and 2009. The potential future benefit 

associated w i th  approximately $22 mi l l i on  o f  these 

losses has not been recorded in these financial 

statements. 

The losses recorded on the sales o f  non-core 

businesses, net o f  income tax recoveries of $2 

mil l ion (1993 - $7 million), are as follows: 

1994 
- - - - - - - - - - 

1993 
- 

Converted products $ (4) 
- 

$ (10) 
Coated papers 

--- - --- - 
(3) 

Loss on disposal o f  
discontinued operations $ (4) $ (13) 

On December 31, 1993, the Company reclassifird 

its converted products businesses to discontinued oper- 

ations. The coated papers business was reclassified to 

discontinued operations in the Lhird quarter of 1992 

and sold in 1993. The Company sold its Price Wilson 

and Hilroy converted products businesses on .June 10, 

1994 and November 30,1994, respectively. The loss on 

sale of discontinued operations inclnded allocated 

interest expense of $1 mi l l ion (1993 - $1 million). 

I n  1993 the net assets relating to d iscon l in~~ed  

businesses in the amount o f  $40 mi l l ion were rlassi- 

fied on the balance sheet as net assets held for 

divestiture. Accounts payable and accrued l ia l~i l i t ies 

at 1)ecember 31, 1994 of5337 mi l l inn (1993 - $298 

mil l ion) included $21 mi l l ion (1993 - $23 mil l ion) 

o f  obligations relating to discontinued opim~tions. 

Under agrerments w i th  certain banks, the Company, 

on an ongoing basis, sells accounts receivable to 

two of its wholly-owned subsidiary companies. 

Those companies then sell qualified receivables, 

w i th  min imal  recourse, to the banks. The Company 

arts as a service agent for these hanks and admini- 

sters the collection o f  the accounts receivable. At 

December 31, 1994, these hanks owned $124 mi l l ion 

(1993 - $90 mil l ion) o f  such receivables. 

10.  t \ \ l ~ \ ~ r o l ~ l l s  
1994 1993 

- -  ~ ---- - -~ ---- 

Finished products and 
work in proccss $ 80 $ 83 

Mt~ ler ia ls  and operating 
supplies 5 1 42 

Pnlowond and costs of 
current logging nper;llions 

- - - -  
36 32 

-- - - -  - 

$ 167 $157  

11. FIXIII \ s s w s  
1994 

- - 
1993 

- - -- - - -~ - - - - - - - -  -- ~- 

Net Ncl 
Accomulated Rook Arrum~tlalrtl Rnok 

Cost depreciation Value Cost deprrciatinn Value 
- -- - ~- - --- - - -  

Property, plant all11 equipment $ 1,851 $ (972) $879  $ 1,730 $ (896) $ 834 
Logging equipment and development 90 (70) 20 95 (73) 22 
Timber l imits and water power rights 20 (13) 7 22 (13) 9 

- -~ - - -~ - - - - -~ ~- - - -- - - - 

$ 1,961 $ (1,055) $906  $ 1,847 $ (982) $865 

During the year, $1 mi l l ion (1993 - $1 mi l l ion) n f  interest was capitalized to fixed assets. 
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Pine Falls Paper Company Limited 
Subordinated debenture 
maturing in 2004, hearing 
10% simple interest to 2000, 
17% semi-annual compound 
inlerest payable thereafter 

Perkins Paper Ltd. 
Convertible, redeemable, 
subordinated debenture 
bearing interest at 6% 
per annum, maturing in 1999 

Unrealized loss on translation 
of long-term debt payahle 
in US. funds 

Lhamortized discounl on 
long-term debt and 
convertihle subordinated 
debentures 

Uevelopmenl cosls 
Other 

The loan of $32 million is a demand loan facility at 

the Company's Gaspesia suhsidiary. At December 31, 

1994, the Company also has cnmmitted operating lines 

of credit with a numher of banks in the aggregate 

amount of $355 million which are renewahle a1 the 

option of the hanks annually. Borrowings under bank 

lines of credit bear interest at prevailing market rates. 

The 7.85% converliblr suburdinated dehenturrs, 

issued on March 4, 1993 in the principal amount of 

$150 millinn, are due on March 1,2003. The deben- 

tures are convertible into 66.67 common shares of 

the Company for each $1,000 debenture at the option 

of the holder. The debentures are also retlremahle 

by the Company on or  after March 1, 1996 under 

certain conditions and may, a1 the Company's option, 

be converted into common shares on redemption 

or at maturity. Since it has the option and it is the 

Company's present intention to repay the debentures 

with common shares, subjert lo all necessary 

approvals, these debentures have been classified 

under the comhined caption "Convertible 

Subordinated Debentures and Shareholders' Equity". 

The Company is governed by the Canada Business 

Corporations Act and is authorized to issue an unlimited 

numher of preferred shares and common shares. 

On April 18, 1994, the Corr~pany issued 10 ~ n i l l i ~ n  

t ~ ~ m m u n  shares at a cash price of $17.35 each with 

total net proceeds of $167 million. On Septrmbrr 8, 

1993, the Company issued 8 million common shares 

at a cash price of $12.75 each with total net proceeds 

of $98 million. 

A t  Decemher 31, 1994 the Company had 2,!219,240 

(1993 - 1,905,800) management stock options oot- 

standing lhal are exercisable at prices helween 

$12.25 and $19.375 and which expire hetween 1995 

and 2004. Of these stuck options, 78% can be exercised 

in 1995, 12% in 1996 and the remaining 10% in 1997 

or subsequent years. During 1994, 131,558 common 

shares were issued on exercise of stock options for 

n r t  proceeds of $2 million. 

The $0.94 Cumulative Redeemable Retractable 

Prrfrrred Shares Series F, whirh wrr r  issued at $11.50 

per share, are redeerriable by the Company al $11.50 

per share and are retractable at $11.50 per share 

at the option of the holder on January 1 in each 

year. In 1994, 517,980 shares were relracted (1993 
- 202,201 shares). 

The payment of a cash dividend on the Company's 

common stock is restrirted undrr the 7.92% notes and 

hank line of credit agreements. Dividends on common 

stock are allowed under certain conditions, subject to 

the Company generating sufficient net income. 



OI'ER C1'10\5 

~- - -~ ~ - 

Cash generated (used) by changes 
in non-cash working capital 
components: 
Decrease (increase) i n  

current assets: 
Accounts recr.ivahle 
Inventories 
Prepaid expenses 

Increase (decrease) i n  
current liabilities: 

Bank loan 
Acrounls payable and 

accrued liabilities, 
net o f  an increase i n  
liabilities on fixed 
asset additions o f  $20 
(1993 - $ nil) 
~- ~- 

Changes in non-cash work ing 
capital not pertaining l o  
operaling activities o f  
continuing operations: 

Acquisition o f  Gaspesia 
Sale or Pine Falls, 
Manitoba mill 
Discontinued husiness 
operations and other 

- - - - 

Changes in the non-cash 
working capital components 
of continuing operations $ (26) $ (51) 

The Company's pension plans, covering most 

employees, are primarily contributory, defined benefit 

plans that provide pension benefits based on length o f  

service and final average earnings. The Company has 

an obligation to ensure thal there are sufficient funds 

in these plans to pay the henefils earned and, 

although the Company's contributions vary from year 

to year, they are made i n  accordance wi th  the annual 

contributiun requirements of regulatory authorities. 

The following table displays the funded status, on 

an accounting basis, o f  the Company's pension plans: 

-- ~~~ - - 

Market value o f  assets 
-~ ~~ - - 

Actuarial present value o f  
acrumnlated plan hr.nefits 
based on current service 
and compensation levels: 

Vested 
Non-vested 

- - - 

- - -  - 

Excess o f  market value o f  
assets over accu~nulaled 
benefit obligations 

In 1994, pensio~r p l i l r~  assets were increased by 

Company and employee contributions o f  $51 mi l l ion 

and were reduced by benefit payments and plan 

expenses of $76 mi l l ion and pension plan investmenl 

losses o f  $1 7 million. 

On a going concern basis, using assumptions 

required by regulatory authorities, the pension 

plans had an aggregate unfunded liability o f  

approximately $10 mi l l ion (1995 - $10 mil l ion) at 

the t ime o f the  latest actuarial valuation reports. 

At December 31, 1994, the Company had oplions 

ofU.S. $543 million, matur ing from January to 

December 1995. These oplions protect the Company 

in 1995 against the United States dollar value of 

t h r  Canadian dollar r ising above an average, of 

US. $0.75 and which, in i h r  event o f  a weakening 

Canadian dollar, obligate the Company to buy 

Canadian dollars at rates which average US.  $0.69. 

The Company is required lo  meet various deadlines 

for compliance w i th  environmental legislation 

i n  a number o f  jurisdictions. The deadlines for 

compliance are October 1,  1995 for mi l ls located 

in Quebec and December 31, 1995 for mi l ls in the 

rest o f  Canada. The Company anticipates being 

i n  compliance wi th  these regulations hefore these 

deadlines take effect. 

'I'he Company's cost o f  complying wi th  federal and 

provincial ef l lurnt discharge regulations is currently 

estimated to he $148 mi l l ion o f  which $42 mi l l ion has 

been spent by the end o f  1994 and has been capital- 

ized to fixed assets. 



The Company has operating lease agreements for 

the rental of properly, equipment and the charter 
of cargo vessels. The minimum annual rental 

payments under these leases are as  follows: 

1995 $ 16 
1996 10 
1997 3 
1998 2 
1999 1 
Remaining years 3 
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The financial statements have been prepared in 
accordance with generally accepted accounting prin- 
ciples ("GAAP") in Canada which, in the case of the 
Company, conform in all material respects with those 
in the lJnited States, with the following exceptions: 

(i) Unrealized exchange gains or losses arising on 

translation of long-term debt payable in US. funds 
hedged by a future income stream denominated in US. 
funds are deferred and included in earnings in the 
same years as the income stream. Under U.S. GAAI: 
such gains or losses would be included in earnings as  
they occur. Realized gains and losses relating lo 
forward exchange contracts which hedge future 
anticipated sales are included in earnings at the lime 
of the sales. Under L1.S. GAAP, unrealized gains and 
losses on contracts entered into prior to obtaining firm 
sales commitments would he included in earnings. 

(ii) The Company provides health and life insurance 
benefits to its retirees. The Company's cost of pro- 
viding these benefits is expensed when paid. Under 
U.S. GAAP, and assuming immediate recognition of the 
unfunded transition obligation in 1993, the unfundcd 
and unrecognized service and interest costs and 
the unfunded transition obligation would he charged 
lo income. Subsequent to 1993, earnings are rharged 
with the cost of benefits earned by employees as 
services are rendered. 

(iii) The Company follows the deferral method of 
accounting for income taxes. Under U.S. GAAP, the 
asset and liability method is used. The Company 

adopted Statement of Financial Accounting Standards 

No. 109 ("PAS 109") on a prospective basis in 1993 re- 
sulting in an increase in earnings and a reduction in 
the deferred tax liability of approximately $24 million. 

(iv) Under 1 1 3  GAAP the full impact of the tax 

agreement referred to in Nole 2 would he recorded 
in 1994 and the 1993 linancial statements would not 

he restated. 
If treated in accortlarice with 1J.S. GAAP, the 

effect of these differences would be: Hcslalrd 
f N O I t  2 )  

1994 1993 

1,oss from continuing operations, 
reported under Canadian GAAP 5 51 $ 98 

Prior period adjustment 
under Canadian GAAI' (1 1) I1  

Unrealized (gain) loss 
on translation of long-term 
drht  payable in U.S. funds 7 (1) 

Reduction of post retirement 
benefits expense (FAS 106) (1) (1) 

Reduction of income tax 
c.xpense (FAS 109) (14) ( 2 )  

Imss from continuing 
operations under b.S. GAAP 32 105 

Change in accounting policies: 
Employee post-retirement 

henefits expense, net of 
income taxes (FAS 106) - 14 

Adoption of VAS 109 - Income taxes - (22) 

32 97 
Loss from discontinued 

operations under 
Canadian and 11,s. GAAP 

- 
4 13 

Loss for the year under 1J.S. GAAP 5 56 $ 110 
Dividends on preferred shares 1 1 

Loss attributable to common 
shareholders under US. GAAP 37 111 

Pe r  Common Share: 
Loss from continuing operation5 

under Canadian GAAP 5 0.62 $ 1.38 

Adjustments to conform 
to U.S. GAAP (0.23) 0.10 

Imss from continuing 
operations under 1J.S. GAAP $ 0.39 $ 1.48 

- 

1,uss under Canadian G.4AP $ 0.66 $ 1.56 
Adjustments lo conform 

lo 1J.S. GAAP (0.22) (0.01) 
- 

Loss under US. G M P  5 0.44 $ 1.55 



3rd' 4th 1994. 
Quar te r  Quarter Total 

(unaurliled) 
(milliom of dollars, e.zcept per. share amounts) 

1st. 2nd' 
Quarter Quar te r  

1994 

Net sales 
Operating profit (loss) from 

continuing operations 
Unusual items 
Profit (loss) from continuing operations 
Loss from discontinued overations 

Profil (loss) for the period 

Per common share: 
Profit (loss) from continuing operations 
Profit (loss) for the period 
Dividends declared 
Dividends paid 

Price range per common share 
Toronto Stock Exchange 

High 
Low 

New York Stock Exchange (u.s ~ o l l a r s )  
High 
Low 

Weighted average number of 
common shares outstandine fm1Uion.v) 

(millions cVdollars, ezcept per share amounts) 
3rd' 4th' 

Quarter Quarter 
1993' 
Total 
- 

$1,869 

(40) 
(22) 
(98) 
(13) 
- 

(111) 

$ (1.38) 
(1.56) 
0.125 
0.25 

71.8 

Quarter Quarler 

Net sales 
Operating profit (loss) from 

continuing operations 
Unusual items 
Loss from continuing operations 
Loss from discontinued overations 

Loss for the period 

Per common share: 
Loss from continuing operations 
Loss for the period 
Dividends declared 
Dividends paid 

Price range per common share 
Toronto Stock Exchange 

High 
Low 

New York Stock Exchange (us. ~or1ar.d 
High 
Low 

Weighted average number of 
common shares outstandine fmi l l iom~ 

Financial results for lhe year ended 1993 and the first three quarlers of 1994 have been reslaled to renecl the impact of an agreement 
reached in December of 1994 belween taxation authorities in Canada and the United Slates thal changed the allocation of the  Company's 
taxable income between those counlriea. This change had s cumulative earnings impacl of $17 million, $1 1 miliion of which reduced the 
Company's 1993 loss and $6 million of which redwed the loss ror the firs1 three quarters of 1994. 



(unaudited) 

Year ended December 31 

S,\I.RS \ S D  EAI~SIXGS ($millions) 

Net sales 
Cost of sales 
Selling and administrative expenses 
Depreciation and depletion 
Operating profit (loss) from continuing operations 
Income (loss) from newsprint joint ventures, 

before income taxes 
Interest expense - long-term 

-short-term 
Unusual items 
Other income and expense, net 
Earnings (loss) from continuing operations, before 

income taxes and extraordinary items 
Recovery of (provision for) income taxes 
Earnings (loss) from continuing operations, 

before extraordinary items 
Earnings (loss) from discontinued operations, net of taxes 
Extraordinary items 
Net earnings (loss) for the sear 

Preferred shares 
Common sharescq 

Working capital, excluding net assets 
held for divestiture 

Net assets held for divestiture 
Fixed assets, net 
Long-term debt 
Deferred income taxes 
Preferred shares 
Common shareholders' equity 

Earnings (loss) from conlinuing operations, 
before extraordinary items 

Net earnings (loss) for the year 
Dividends declared@) 
Dividends paid@) 
Common shareholders' equity 

Return on average common shareholders' equity 
Long-term debWlong-term debt plus shareholders' equity 

Number of employees at December 31 6,381 

Notes: 

('I 1993 and 1994 Fsgures have been restated lo rrrord the impart o f a  prior penod adjustment caused by a change m the allocation 

between countries of the Company's taxable income and lasses. 



('1 Fmur quarterly dividends were paid in each of the years 1983 to 1992, but because of changes in dividend declaration dates, three 

dindends were declared in 1985 and live in 1985. Common share dividends were suspended after the first declaration in 1993. 



A n d r e  C a i l l 6  (5, 6) 

Pr~s iden t  & C.E.O. 
Gaz Metropolitain Inc. 
Montreal, gobbec 

R i c h a r d  Drouin, Q.C. (2,5) 

Chairman and Chief E x ~ r u t i v e  Officer 
Ilydro-Qu6bec 
Sillery, Qubbeo 

S t a n l e y  H. H a r t t ,  Q.C. (1, 2) 

Chairman, Presidrnl & Chirf Executivr Officrr 
Catndev Corporation 
Toronto, Ontario 

H. E a r l  Joudrie (1, 3, 6) 

Chairman 
Alsoma Steel Inc. and 
Gulf Canada Resources 1.in1itrd 
Toronto, Ontario 

B e r n d  K. K o k e n  (1 .4 .5)  

Chairman 
Ahitihi-Price Inr.  
Osprey, Florida 

Claudette M a c k a y - L a s s o n d e  (4,6) 

President 
Firelight Investments 1.td. 
Toronto, Ontario 

C. Edward M e d l a n d  (5 ,4 ,5)  

Pr~s iden t  
Heanwood lnvestmrnts In?. 
Toronto, Ontario 

A l l a n  H. M i c h e l l  ( I , 4 )  

Ilirrrtor 
Montreal, Quebec 

H e n r y  J. N o w a k  (4, 6) 

t tornry-at-Law /Consultant 
Ruffalo, New York 

R o n a l d  Y. O h e r l a n d e r  (1 )  

President & Chief Executive Officer 
Abitibi-Prire Inr. 
Toronto, Ontario 

John A. Tory, Q.C. (1, S ,  5) 

Ikputy Chairman 
Th? Thomson Corpuratiun 
Toronto, Ontario 

D a v i d  A. W a r d ,  Q.C. (I, fi) 

Partner 
Davies, Ward & Rerk 
Tornnto, Ontario 

(1) Executive Commit tee  

T h r  Executive Committer ;acts on behalf of lh r  hoard of 
dirrr lors  hetween resular hoard mrelings on matters 
rrquiring Company action b d o r r  thr  board ran h r  assem- 
bled. Thrs? niall?rs will usuallv havr h r m  addressed 
previously by t h r  hoard, which will have provided direction 
to the Executive Committw. In addition, the Committee 
reviews long-term strategic plans, annual ohjrctives, 
major capital projprts and investment strategies as wrll 
as sisnifirant arquisitions and divrstitures. 

(2) Audit Commit tee  

None of t h r  members of thp Audit Committrp a r r  offirfrs 
of the Company. This Committee reviews all audited 
finanrial statements with managemrnt and t h r  shar r -  
holders' auditors and, afler satisfying itself as  to the 
integrity of the s ls temmts,  r ~ c o m m r n d s  their approval 
by the board. T h r  Audit Committee also reviews changes 
in a c r o ~ ~ n l i n g  policies and s a l i s f i ~ s  itsplf as  lo the effer- 
t ivmrss  of audit programs and internal control systrms 
and procedures. The- Commiller m r r l s  regularly with 
buth inlrrnal and pxlernal auditors, with and without 
management, to ronsidrr  the results of their audits and 
other activities they supervise. The  Commiltrr also 
recomrnmds the nppointmrnt of the Company's rxtrrnal  
auditors to the hoard. 

(3) H u m a n  Resources a n d  Compensat ion Commit tee  

The Human Resourcrs and Compensation Committee 
owrsrrs romprnsalion and career dwelopmrnt  for the 
Company's oflicers and manasers.  

(4) Pension Fund  Commit tee  

The Pension Fund Commiltrr advisrs the b o ~ r d  with 
rpspert lo all funding, administrative- and policy matters 
relating to the Company's pension plans. 

(5) Corporate  Governance Commit tee  

The  Corporate Governance Cammil tw reromrnmds to 
the board the slat? of director randidales to h r  proposed 
for elertion by the shareholdrrs at the annual meeting. 
It r?cammends candidates la fill vnrancips a n  the 
hoard a s  they ocrnr  and oversrrs all matters of corporate 
govrrnance. The  Corporate Covrrnance Committee 
also directs all adminis l ra l iv~ mallrrs  of the various 
romrnillees of the board and the rff rc l ivmrss  of the 
board and committws. 

(6) Environmental  Commit tee  

T h r  Environmental Committee ovr r s r r s  and advises the 
hoard with respprt to the Company's mvironmental rnattrrs. 



Bernd K. Koken' 

- -- -- - -  

William S. Brown' 
Corporal? Com~nun i ra t inn  

Patrick C. Crowley* 
C h i d  Financial Officer 

Fernand H. Duquette' 
en gin err in^ and Environment 

Claiborn~, :Ilnbnnrn 

Ben Cagle 
Co-Leadpr 
Thor Thorsteinson 
Co-Leader 
Barbara Cole 
Finanrr 
Russ Sirmon 
Produrtiun 
Terry Wilkerson 
Human Krsourres 

Alma, V u ~ b r c  

Breen Blaine 
Co-Leadrr 

Jean-Marc Simard 
Co-Leatlw 

Richard Guay 
Human Resources 

Claude Potvin 
Produrtion 

Ronald Y. Oherlander* 
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Robert P. Kanee' 

Colin .I. Keeler 
Markr l i ng  

J. Raymond Langevin 

William H. Sheflield 
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T. Maitland Devine' 
David L. Loretto' 

C. Donald Martin' 

John W. Weaver' 

- 

Jacques P. Vachon' 
l e g a l  Affairs and Sr r r r la rg  

Phil Whiting 
I.:xrtulivc Srirnt ist  

Brian J. Young 
Environmental Affairs 

Jean-Claude Casavant' 
Organizational I.rsdrrship 

and Innovation 

Eileen A. Mercier 

Qffire P r o d u r t s  

Rruce J. McGroarty 
I 'rrsirlrnl 

Arid;~l;r, hzrrt) ,  Ihnvzcrty 

Ijen Huang 
I 'wsidrnl 

:\L (;I st'\ \ l ~ : \ \ s l ~ l t l \ ~ r  
C O \ l l ~ \ \ >  

.!ugrcsm. (;rorg;rr 

Bob Collez 
Co-Leader 

Dick Dorris 
Co-l.e;~der 
David Pierce 
F inanr r  

Jim Reece 
I l u m a n  Rrsources 
Rich Zgol 
Prodorl ion 

.Marcel Beaudoin* 
C,,-I,e;liler 

Luc Ranger 
Cu-Lrsdrr  

Richard Leblanc 
Human Hrsources 

Daniel Si.ni.chal 
Finanrc 

Jon Melkerson 
C,,-I.?;Kl'T 

Brian Stevenson 
Co-l.(wlrr  

Peter Kibzey 
F inanr r  

( ; \ s l~ l<s l  \ I'L 1.1, \ \ I 1  
l ' \ l ~ l < l t  ( :O\ lP\ \> 
Chnndlr,: Ourbur  

Allen Dea 
Co-l.rader 

Eric Holzer 
Co-I,ei ld~r 
Ghislain Cyr 
Produrl ion 

Daniel Gauvin 
Ilum;tn Hesouwrs 

Michel Mail16 
Finance 

1\.r1<1t\ W l O \  \ I .  
Grnr td  l+z/ls & 

Sl rp l~ctn, i l le ,  
N?l~/i,nndlnnd 

Dave Kerr 
C,,-lr,~ltl"l~ 

Paul Planet 
Cu-l.mder 

Jack Verhoeven 
Co-l.rsder 

Gord Oldford 
Human Rrsourcrs 

Barry Perry 
F i n ~ l n r e  

I l tOiJl  01s V\I.I.S 
I roquois  f i l l s .  On ln r io  

Joe Rohh 
Co-l.eadrr 

Bill Shellield 
Co-Lratler 

Alain Lalonde 
Finance 

Don McCroome 
I l uman Resourrrs 

Roy Richardson 
Production 

Don Hopkins 
F ih r r  

Alain Grandmont 
Co-l.eader 

Joe Tesone 
Co-l.mdrr 

Gaetan Cubrin 
I l u lnan  Resourrrs 

Bob Hachi. 
V i t i f ~ n w  

G6rald St-Pierre 
Prnduclion 



Common Shares 

Common shares of the company trade on the Toronto, 
Montreal, and Vancouver stock exchanges under 

the symbol A and on the New York Stock Exchange 

under the symbol ABY. 

Convertible Debentures 

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 basis these debentures represent 10,000,000 

common shares. 

Instalment Receipts 

In January 1994, the company's former principal 
shareholder offered for sale all of its 54,534,482 

Abitibi-Price common shares on an instalment 

basis. The first instalment of $6.25 per share was 

paid upon closing of the offering. The second 

instalment of $5.00 per share was paid on January 

31, 1995. The third and final instalment of $5.00 pcr 

share is payable on or before October 31, 1995. 

Prior to January 51, 1995, the instalment 

receipts traded under the symbol A.R on the 
Toronto and Montreal stock exchanges. Since 

that date the instalment receipts trade on those 

exchanges under the symbol A.I. 

Common Share Price 
Toronto Stock Exchange 
(Canadian dollom, 

Common Share Price 
New York Stock Exchange 
W.S. dollars) 

Common Stock Portfolio (87,414,790 shares outstanding) 

Cumulative Total Return 
For $100 invested on 
December 31,1989 
(a ol December JIJ 

IS0 

Abiti&Mw Common Stock Portfolio (99,634,030 shares on a fully diluted basis) 
TSE E 1 ~ ~  WucLr  tder  

n s s u u l  Convertible Debentures 
Employer IO,WO.WO 
Stock Options 
2,219,240 

Common Shares 
32,880,308 

Im i= WJ 



Price Waterhouse 

Tomto, Canada 

Environmental Report 

Last April, the company published its Arst 
Environmental Report. Copies of that report are avail- 
able on request. The company plans to issue its 
second environmental report towards the end of 1985. 

The tompany's Annual Information Form (NP) is 
fikd with securities regulators in Canada and the 
United States. 

Under the Multi-Jurisdictional Disclosure 
System (MJDS) introduced in I O O i ,  the company's 
AIF is fded as Form 40-F with the U.S. regulatorg 
authority, the Securities and Exchanp Commission 
(SEC), as an equivalent filing to the Form 10-K. 

Interim Reports (Form 10-Q) 

SMlarly, 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 equivalent Bling to Form 10-9. 

INVESTOR RELATIONS CONTACT 

Robert J. Tait 
Manager, Investor Relations 

Telephone: (416) 209-5088 
RamImUe: (416) 203-5000 

- 




