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bitlibi-Price Inc.—

We are a Canadian-based

forest products company, which
manufactures newsprint and
value-added papers al ten mills
in North America and markets
these produclts around the world.
We are also a distributor

of office products in

North America and Europe.

FINANCIAL HIGHLIGHTS

fdollars) 1994 1993
Nel sales S 2111 $ 1,869

Operating profit (loss) from

conltinuing operations 26 (40)
[.oss for the vear (35} (11 1)
Capital expendilures 72 39
Working capital 224 146
Common shareholders’ equilty 838 724

Per common share

Net loss (0.66) (1.56)
Dividends declared - 0.125
Dividends paid 0.25

Common shareholders’ equity 9.95 10.08

On peut obtenir le présent rapport en francais

sur demande.
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LETTER TO SHAREHOLDERS

113 OVER.
Our- /Oééed are éeﬁinJ us.

TIE BUSINESS CYCLE IN OUR INDUSTRY HAS FINALLY TURNED UPWARD.
In fact, since December of 1994, the turnaround has been remarkable, After the long and deep downtarm—
when prices fell much further than anyone had ever anlicipaled—demand and pricing have rebounded more
quickly than expected. As 1 owrite Lhis, our markels are buoyant—and because of the improvements we
have made 10 cosls and efficiency, we will see an immediale, positive and sivable impact in 1993, when

the real benelits of pricing improvemenlts kick in,

Having achieved sleady improvements in operaling fevels until the third guarter, moving ahead only al
resulls throughoul 1994, culminating wilh a net the end of the year. In fact, the average transaction
profit Tor the fourth quarter, we have every reason price lor newsprint in 1994 was up by only 2% over
le look torward 1o the upside of the cyele. the 1983 average—and was a Tull 25% below that of

1988, before the downlurn.,

Financial progress in 1994 Although prices are sGll below 1988 levels,
Qur relurn to profitabilily in the fourth quarter we ended the year up 34% lrom the trough in

was significanl hecause pricing improvements lor prices carly last year. And with further announeed
the full year were nol nearly as greal as expecled. increases, we will be 65% ahead ol the trough
Prices in ULS. dollars aclually dropped in the carly in the xear abead  bhul stll lagging 1988 in real

part of 1994 and didn’l calch up to depressed 1993 terms, when raking inllation into consideration,
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SHAREIHOLDERS (continued)

Becoming the finest—with internal

improvemenls

A major conlributor to getling back to profitability

was lhe reduction in our cost base over the Tasl

five years, And as promised in last year's anpual

report, we fecused on our priorities and mainlained

momentun in internal improvements. This fed Lo

solid results from better pertormanee achieved in

productivily, efficiency, and cosls:

* manufacluring 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 ammualized basis.

UR FOCUS

IS INTENSIFYING,

BECAUSLE WE AIM

TO ENSURE WE HAVE

TIHE RIGHT ASSET MIX

AS OUR CORNERSTONE

TO FUTURE GROMWTIIL

[B%]

» productlivity—as measured by lonnes per eniployvee
—improved by 10% in 1994 to 380 tonnes—and is
up 60% trom (991,

e ¢fficiency—gains of 3% in 1993 and a further 2%
in 1994 have brought us to within a hairshreadih
of the lead among Canadian multi-mill newsprint
manulacturers, Our efficiency gains have had
the impact of adding ever 100,000 lonnes to our
capacity—with litlle or no capital cosl.

® value-added grades—during the year, we've
added 1o our lines of specialty papers at Troguois
Ialls, and al Beaupre focused on marketing our
higher-margin grades-—making more profitable
and efTeclive use of smaller machines in niche
markets where they are highly competitive.

So we have entered the new business eyvele on

i much stronger basis—as prices are trending up,

and even though some of our raw malerial cosls may

increase, our internal, conlrollable cosls per tonne
are low and will become lower through stralegic

capital investment.

Building a cornerstone for growth
In setting our sighls on being the finest, we have
heen working to immprove our assel base. In 1991,
we sold our inlerest in Spicers Paper of Australia,
Innova Envelope and the LS, business ol Barber-
Kllis Fine Papers. In 1992, we sold our large paper
and indusirial producls distribution business, and
our U5, Building Products division-—and shut down
the previously idled Thunder Bay newsprint mill. In
1993, we sold the Provincial Papers coated paper
mill to its management team, And in 1994, we Lraded
four asscls:

® we sold the remaining two entities in our converled

produocts division—Illilroy and Price Wilson;
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¢ we sold the Pine Falls, Manitoba newsprint mill
toits cruplovees:

o and we made an acquisition Dy assoming +9'%
interest in the Gaspesia Palp and Paper Compiany
mill at Chandler, Quebec from our former partner,
This was a unique opporiunity. which added
130,000 tonnes of newsprint capacily—just as
prices began to rehoune.

Our focus is intensilving, because we aim o
ensure we hinve the eighl asset miy as onr corner-
stone W Muture growth, And welse heen looking il
cach and every mill with an exe 1o determining
whether each one meets our long-lerm criteria.

In determining our “cornerstone™ assets, we have
established three basics but very stringen), erileria:
e the mill must e low-cost producer-—that is, in the

lowest quartile ol costs of our worldwide indusirs:

Sor Oherle
/\mr /)m‘ {ur{/m‘. PRESTIVENT AND O

e over any wen-year period, operations must he able to
renerate positive cash Now—maore than enongh
to cover capital expenditures and the cost ol eapitat
required to maintain operations and (o 2et them
to the Towest cost quartile:

o the mill muost hase markets that fit in sith ouar

long-term strategy —ceither in lerms ol geographic

marhets, or niche markets for vilue-added producets,

Hall of our mills are alveady identified s

cornerstone- and we are procecding with capital
spending programs 1o enhance these mills and
Toweer their cost hase further, We have also heen
pinpointing whal pecds to he done at the remaining
mills, but not all will ultirmittels be pirt of our asset
tmin il they don’t A onr lomg-term sirategy,

But all our mills are morve competitive than they

were five sears ago, all are more productive, all are



LETTER TO SHAREHOLDERS (continued)

now conlributing positively to cash flow, and all now
stand alone as viable businesses. We are well on
our way to having a cornerstone for growth thal is

the finest in our industry.

LLooking ahcad—with confidence
Confidence ol investors in Abitibi-Price was clear
from Lhe response lo onr eqnity issne in April—and
lo stock price improvements through the vear, We
recognize Lhat this vole of confidence was based

as much on the turnaround in the business evele
and the prospects for our industry as on the specific
prospects for Abitibi-Price. We aim to repay your
confidence by ereating value for you, our
shareholders, and by spending your money wisely.

We have every reason to be confident as we
move forward—and nol just because our markets
are so buoyanl right now,

We have conflidence in our emplovees, The lrans-
formation of this company through the brulal dowulurn
is largely due 1o their tremendous efforts, but also 1o
thetr growing commilment to apply the coinpany values
in ¢very decision and project they initiate,

And | believe you should share my confidence
in your management leam. These are the people who
sleered this company through the recent downturn,
so well that we are entering 1995 financially stronger,
more efficient, more cost competitive and with more
opportunities to creale shareholder value.

We are confident in our Board of Directors,
which has provided wise counsel and support
through very difficult limes, While Lise Lachapelle
resigned Mrom the Board o lake up her important
new posilion as President ol the Canadian Pulp
and Paper Association, we welcomaed three highly-

qualified new Diveclors: André Caillé, President and

Chief Executive OfTicer of Gaz Métropolitain. and
a Tormer Deputy Mintster of the Environment in
the Provinee of Quebec: Richard Drouin, Chairman
ardd Chiel Executive OlTicer of Hyvdro-Québec: and
Claudette Mackay-Lassonde, President of Firelight
Investments Lid., and a Tormer Assistant Deputy
Minister in the Onlario public service.

We have confidence in our financial strength.
Our balance sheet has emerged from the recession
in good shape, and our debt/equily ratio improved
furthier during 1994 with onr successiul equity issue
and the cash generaled from operations, We were
also suecessful in assisting our U8, joint ventures
in the refinancing of their debl. So we are entering
the upside of the cvele on very solid ground.

Finally, we are conflident thal we have Lthe right
vision—and we remain focused on that goal. While
generating substantial profits in 1995, we won't sil
hack and rest on our laurels. We are conmuilted 1o
continue our strong emphasis on cost reductions.
This is a crucial part of our goal 1o close the gap
1 our becoming the finest.

Having managed—and improved the company
dramatically-——through five years ol losses, we are
more than ready 1o rise Lo the challenge of managing

at a profil.

e Conlnnt

Ro~ain Y, OBERLANDER

President and Chief Erecutive Officer

February 28, 199%
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Mill Business Unils

Awsvviy Bivien
NEwsPRINT Covieag

Claiborne, Alabama

LYRIN

- newsprinl

- value-added papers
Alma, Quebee

ALGLSTY NEWSPRIN
CovpPyvw

Augusta, Georgia

Be v i

Beaupré, Quebec

Forr Wi
Thunder Bay, Ontario

Goasersiy Poe
D Purrr Coavpe o
Chandler, Quebec

INTERNVTTON AL
Grand Falls &
Stephenuville,
Newfoundland

IrROQU OIS FFyrs
- newsprinl
- specially papers

Irogunis Falls, Ontario

KENoG vl

Jonquitre, Quebec

15

Capacily

{00 tonnesy

239

141
115

402

166

262

215
187

204
113

230

Nuinber

of

Machines

Lo -

—

19494 Cosl
lprosement
(Inerease)

($00ne)

7&

(10)
(27)

28

14

20
(10)

38

The cosl improvement at this mill is expressed in United States dollars.

** These mills are currently working on 150 9003 quality certilication.

-

199t
Ellviency
Improvement

[

(1.0)
2.4

1.9

7.9

0.7

=
-1 b3S

1.0
(1.0)

4.0

150
Quality

Certilicalion

9002

9003

9003

9003

9003

113

9003

3]

9003

General Noles

Joint venture with Parsons &
Whittlemaore, Incorporated (50%);

reeveled content over 20%

Standard newsprinl; directary
and catilogue papers wilh

recyeled content

Joint ventore with
The Thomsen Corporation

(0% reeveling al 40%

IForms, cold and healsel
ullsels Tor publishers,

retailers and prinlers

Standard newsprint

wilh reeveled conlent

Standard newsprinl
tor demestic and

ulTshore custlomers

Standard, specially
and coloured neswsprinl

for offshore markels

Standard newsprinl and
specially papees including

non-prinling grades

Superccalendered and
solt-nip papers Tor oftset

iand rologravore prinling
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ueée» oving withfwelocity has its

. Wp responded early to the specified needs &

. of our directory paper customers, by building an on-
‘.‘f/ site recycling pulping facility in less than nine months.
The quick response, lower-than-expected capital

cost and high quality are the work of very dedicated

e

¥ employees within a world-class organization—that

customers, anc/ ;
SOy

@\/ ' combines flexibility, training and a skills-based
: compensation package to make an effective work

team, including operator Roger Gobeil (left) and N

coordinator Robert Voisine. J )
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- a p,erfgct Ze€ro npllls tecoﬂl“in 1994—a re'S’ult of blendrng v

e €ffective prevenllon lechn‘ﬂlogy with active union and

managemenl p'grhclpatlon in the mill’s environmental
committee. Qur next Envnronmental Report at the end
of 1 ~\§5 will review our progress across the company.
Rich Gaudet (Zeft) and Brad Pelley test oxygen demand
Jevels in the mill’s secondary effluent lagoon.
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THE UPSIDE OF THE CYCLE

AT THE END OF 1994, Wil ENTERED THE PROFIT ZONE

THE UPSIDE OF THE CYCILIE,

However, il the last down cyele was difTerenl than anyone had seen before, why should we expeel

the upside of the cycle 10 repeat the past?

There are many indications that this cycle will
he dilTerent:

Many of the companies in this industry have new
Lop management teams who have only managed
businesses during tough times. This may influence
their strategies and investment philosophies. Tighter
cnvironmental regulalions and the availability and
cost ol fibre are making investment decisions some-
what more complicated. And the increased use ol
electronic media is threalening traditional uses Jor
newsprinl. And, history suggests thal we should

conlinue lo expecet pricing volalility, but only the law

of supply and demand will determine that.

Spending money wisely remains our most
difficult challenge. When limes were lough, il was
casy 1o do; we didn’t have much money lo spend,
But that’s changing, and we are delermined to pro-
ceed in a disciplined Tashion. Our challenge is to
manage the upside ol the eyele so thal we can weather
the next downturn, prolitably - whenever it occurs—
and bhuild long-terim value for shareholders,

To this end, we have established a number ol
priorities —to become the finest— and move ahcead

wilth growlh apportunities,



Spending wiscely
To maximize profitabilily while hecoming a low-cost
producer we will [ocus on capilal project management,
We have identilied signilicant investment opporlunities
lo upgrade our key mills, butl we inlend Lo continue
the disciplined approach Lo spending that has become
parl of our cullure,

While prices are rising, so 100 are inpul cosls.
We believe we can [urther contain manulacturing
cosls hy more effective management of our [libre
resources, one of our primary cosl componenis,
and by developing more bulk purchasing power
within our decentralized organizalion.

Through cur consistency program we inlend to
generate additional savings ol $25 million by the
end of 1996, for a total of $40 million ol annual coslt
reduclions by making lurlher improvenients to
productivity and efliciency—improvements which
require no investment capital. In addition, we expeel
to achieve savings [rom systemns reorganizalions in
sales, supply and maintenance managemenl thal

are in excess ol $20 million.

Development of long-term markets
Long-lerm markels are essenlial lo the success of
our cornerstone iniliative. We aim to conlinue to

be a major supplier to the malure markets of North
America and Europe, but 1o increase our presence

in some of the more altractive offshore markels,

To promale and preserve long-lerm relationships
we will commil signiltcanl resources 1o producl
rescarch and development. We are delermined
lo idenlily and nuriure new markel niches with
higher value products, such as specialty papers.

As each of our operations has an objeclive Lo be

their customers’ number one supplicer, we will also

conlinue to focus on the identification and fulfilment
of customer needs and improved communication
through the selling effecliveness iniliative,

By 1996, we project having a substantial cash
pool—thanks Lo increased prefilabilily and assel
sales. Qur plan is to resume paying dividends, as
soon as conditions allow us to do so. And our plan
is lo ercale value by investing thal cash in stralegic
opportunities 1o build on the cornerstone ol our

linesl assels,

UR

CHALLENGE IS TO

MANAGE THE UPSIDE

OF THE CYCLE SO THAT

WE CAN WEATHER

THE NEXT DOWNTURN.,

PROFITABLY—

WHENEVER IT OCCURS—

AND BUILD LONG-TERM VALLE

FOR SHAREHOLDERS.
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PRO¥VSY ZONE (continued)

Growth initiatives
But we are not looking to build capacity—somelhing
that has always been o herd reaction in our industry
in other expansion periods, and which we believe
invariablyv leads to the tvpe of supply-demand im-
balance thal proved so devastating over the past five
vears. While we may acquire capacily or ineremen-
tally expand existing facilities if atlraclive opportunities
arise, building new capacily is not in vur game plan.
The economics do nol point Lo adeguale relurns
over the life of these high-level investmoents,

We are determined 1o have a significant

cash reserve when we enter the next downturn—

S WE

CONSIDER OUR

FUTURE, WE INTEND

TO EXPLORE ALL

STRATEGIC

ALTERNATIVES

TO ENITANCE

SHAREHOLDER VALUE.

a cushion which will allow us to operale effeclively
and to capitalize on opportunities which may he loo
coslly during the upside of the cyele, And we want to
manage growth through wise spending—investing
atong the lines ol the eriteria we have established lor
our cornerstone: long-term value, positive cash and
solid return on investiment through a business eyvele,
As we consider our future, we want o belter
understand how Abilibi-Price fits within your invesl-
ment criteria, and how we can besl ereale value [or
you, We inlend to explore all stralegic allernatives
to enhance sharcholder value.
To dale, we have eslablished management
leams o seck out and review opportunilies in the
following areas:
= North American growlh opportunities in our core
business—where we see a stralegic (it with our
cornerstone assel base:

= Internalional growth opporiunitics—again in our
core business—wilh a view to building on our
posilion as a successtul global markeler, and to
establishing a position in growth markels,

® New businesses—our primary focus has been on
onr core business—bul our future growth need
nol be limiled Lo that. Given 1he changes oceurring
in our industry on a global hasis, we infend to
develop the compelencey 10 assess unique oppor-
tunities in complementary businesses which will
build long-term value,

We aim lo manage the upside of the cyele 1o ensure

we build value through the downside, We're snaring

into the proft zone now—and we plan to stay there.
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First Guarterly Net Prolil in 5 Years

Favourable exchinge rates, rising prices. higher
solumes, i lower debt-oguily vatio and rednced costs
combined 1o produce a fourth quarcter prolit Trome con-
tinning operations of $10 miilion or 12¢ per commaon
share and a netl prolit attributable to commaon share-
holders of $6 nritlion (1995 S0 million lossy or S¢
profil per contman share (1993 33¢ loss per common
share}, This 316 million tarnarournd narks oor iest

quarterty net probt since the thivd quarter ol TOSY,

Reduced Loxz to Common Sharcholders

by $36 million

[0 1994, the net foss attributable Ty commion
shareholders swas 336 million or 660 per common
share—a $36 million improvement Trom TS Toss
of $112 miflion or $1.36 per connmon shaee, The turn-
around from 1995 resulled fram sizniticantly improsed
volume, higher newsprint prices and exehamge rales
coupled with reduced costs, The result was higher

aperaling profils from continuing operadions,

Tax Agreement Resulls in

SI7 Million Maore Tax Recos eries

In December 1994, lavation authorilies in Canada
and the U nited States agrecd to ehange their olloca

tion o the Company’s Lavable income, This inereased

Operling i T Areriage
Pralit Newsprind
(1) Fram Fritnsaction
Continuing [T ) Prices
Oyeritlions (A Mirkelsy
(onfintg s af desftee Foentaeliane S e n
l o Rl M)

e N

Sl il

0o HHI

90 91 92 95 94

]

our income lay recoveries and redneced onr nel
loss Tore thie nine months ended September 50, 14801
by $6 million and m 1995 by ST million, We have
restinted ome TS and 19910 linaneil <sidements Tor

Lhis chinige,

Improved Mannfactaring Fificiency
[ 199 0 we continned with the cost reduction iind
restenetnring programs starvied i FBOG Both con
trihuted sigoilicantly o The Toswer operaling cosls
required 1o keep Ahitiby Price cost carmpelilive, Cosl
veddietion and inereased namutacturing ellicienay
have allovwed us to mamtinn stable prodoction costs,
despite sienilicant!y higher prices for kradl pualp
and old neswspapers in PO compareed with 19895,
These cost reductions, tozether swith our focus

on the core paper making bhusiness, hiave solidl
positioned Ahitibi Price 1o prolit Trom recent price

increases and higher paper demand worldawide,
Restructured to Lower Costs

Restructuring programs aimed af enhaneing our
slobal competitiveness resilied in nnosual charges
To nceome ot o midls i Grand Fabls, New loundland
of S5 million and at Jonguicre. Quebee of 85 million.
These costs were primarily Tor employer severincees,
The benetits of these prozreims were nol realized in
1091 but hivve positiened the Commpany o improve

operialing prolits in 1995 and hexond.

Refinanced our Newsprint Joint Yenlures

In the fometh quiaeter ol 199100 we suceesstudly
refitanceed onr Iwo neswsprint joan! ventires in the
Lonited stades, This has placeed these mills one o solid
ceonomic footing so they can benelit Trom the

recenl npswing in The newsprinl econoric evele,
Sold Non-Core yssels

P 199 L sve e Turther progress on our pro2ri
lorsell assets thad do not Tit our zoal of providing
superior long-term retaris o aur shaveholders, In
seplemberowe sold onre Pioe Falls, Manitoba il
Tor ST million in cashe and 25 million in debentures,

Gur two remaining converted prodocts divisions

/ABMBIPRICE

1%



MANAGEMENT'S DISCUSSTION

AND ANALYSIS (continued)

Jar the vear vaded Deevindyer 3§ 1vvy

were also sold in 1991 -- Price Wilson Tor s million
tn cashoand S mitlon in debentares in Jane, and
Hilroy Tor $16 million castuin November These sales

helped sharpen the Tocus o one core paper business.

Aequired Gaspesia Pulp & Paper Company

Ih late December, Ahitibi-Price increased ils
ownership in the Gaspesia Pulp & Paper Compinm
(Gaspesiay [rom 5000 Lo 1007, The compans
incurred gassociated transaction cosls ol 82 million,
This 262,000 tonne newsprint mill Tocated in
Chandler. Ouebec, isswell locited 1o serve inler-

mational markets. The ool will continue o
Gaspesia Consolidalion

frerifrennin af doffars)

implement progranes Thal zive st the potential
Ly hecome a tower-cost produacer,

Prior to the acquisition. Ahilhi-Price accounted
for its then 317 ovnership interest in Gaspesia
using the equity method, A December 500 1994
Caispesia was o whollv-owned subsidiary and
accordingly the Company's financial slatements
inchivde 100 ol the mill's assels and liabililies,
This change had no impiact on 198 Es reported
nel carnings, because nel ineonre is the same
nnder cither consolidalion or equity aceounling,
The balance sheet impact of Tully consalidatling

Chispesia is shown here:

Belone Tnpael alf Aier

Cirspesia Citspesia Ciirspesia

Consalidiation Cronselidlalion Consolidation

Current dassets $ 5N w18 s HOY
Fived assets Bt 70 313731
Livestiments in newsprint joint venfures 150 {7 495
Deferred pension cosl 03 3 FOH)
Mher assets 115 (N
Tolil aissels % 1783 bR N2
Banlk loan % - $ 52 X .
Other Habililies Fhit | 790
Convertibde subordinated debentures and sharcholders” cquity 4oy 994
Total Habilities and shareholders” eqguily ¥ TSI S0 ¥ 182
Loss for The yvear § (33 s S (3]

Issued Commuon Shares

On April 18 18990 the Company issued tenmillion
commaon shares al $17.535 per stiire, The net pro-
cecds ol 167 miillion are being used for general
corporiale purposes_including our environmental
connplinnee and capital expendilure progranis
designed to reduce our nannlacturing cosls,

We believe these expenditures will inerease the
Companys long-term profitabilits and enhanee

shareholder svalne.

()/’(’f‘(i‘/.'.h‘r’/ / 3‘(}/{/ /I‘(H‘H
(/Hli'/u'—fflff.f.'( () vereed o
/ /

Operating prolil from continuing operalions wis
S26 million in 1991 4 3566 million improvenienl
rom 18995 Toss ol 510 million,

Satles L p 5%

Sales were up 137 in the vear to S2000 hillion, Trom
L9495 sales ol $187 hillion, The inerease is altribul-
able o Knvourable exehange riades on siales in U nited
States dollarse imipros ed nessprint prices, higher
newsprind sales yolunres amd inereased sales by

our oflice prodocts division,

JHBITIBIPRICE



Net Sales 1994

Newsprin
fvedtonies of dodlars)

derine Venture Mills

220

Whally-Oswned
Paper Mills
13"

OMee Prolneis

210

Mher
12

Tostid 32,4 billtm

Selling and Administrative

Expenses Reduced 8%

Selling and administrative expenses were reduced
by $8 million in 1994, These savings came from
reduced corporate overhead expenses resulling
from decentralization of lthe core activities of the
Company whieli took place in Lthe lasl hall ol 1993
and first hall ol 1994,

Core Paper Business Operating
Profit up $65 Million

The largest conlribulor lo improved operating
profit was the Company’s core business, Newsprin|
and value-added papers 1994 opervating profit

was $15 million compared with 1993s loss of
£32 million—a $65 million improvement in 1994,

Operating Profit in Oflice Products
& Other Business Divisious Flat

OfMice Producls divisional operaling prolil was
unchanged in 1994 a1t $13 million. The benefits

Operating Profit 1994
Newsprnil
titiedlioits of doflier) C Jainl ventore Mills

[

Whalls-tUwned
Papaer Mills
i,

{HTiee Peoduels
plile

Tatal 326 miMion

of higher sales and exchange rates were offsel by
lower margins caused by stronger compelition,
Increased demand Tor brokered lumber and panel
hoard products boosled operating prolit ['rom other

segments by $1 million,

//Iy‘((’gi/)i'fu/ é‘T
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Operating Profit Improvement

In 1994 the Company had an operating protfit in

ils newsprinl 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

to stronger markets for newsprint and value-added
papers, and the elliciency of itls manufacluring

aperalions. This table lisls the keys factors,

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

(mitiions of dolliurs)

Weaker Canadian dollar

Higher (rednced) volume
Improved elliciency
Strengthened (weakened) prices
Lower overhiead costs

Higher kralt pulp prices
[nereased pension & other costs

Americi

Newsprint Paper Markels

Value-added Papuer
North Paper Manulacturing
International Markels Operalions Total
%23 $11 $11 $ - 31
(24) 26 14 - 16
- - 10 10
(9) - - 9
- - 8 8
- - (13) (13)
- - (1) (1)
$32 $25 3 (%) 565
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Newsprinl Net sales by Market

1995
Total £1.8 billion

[REN
Total £2.1 hillion

[ | Canada

O

NEWSPRINT

Abitibi-Price is one of the worlds Targest newsprinl
manulacturers. \We supply about 10.3% ot all Norih
American newsprint consumed and we aceounlt

for 19.6%,
Our share of the world newsprint markel is 3.8%.

of all North American newsprint exports.

Our customers are primarily daily newspaper
companies: their demand for newsprint is determined
mainky by newspaper circulalion, print advertising
volume and economic growth.

In 1994, we sold aboul 68% (1995 - 74%) ol our
newsprint in Sorth America, and 32% (1993 - 267%)

to inlernational markels,

North American Newsprinl Markel

Gperating profil contributions from North American
newsprinl markets increased $13 million from

1993 due lo:

sales; the United States markel takes about 92% of
that, In 1994, the average value of the Canadian
dollar declined from 19955 U.S.50.775 to 1 .5.50.752.
As the United Stales dollar strengthened, the value
of Abitibi-Price sales expressed in Canadian funds also

rose and increased operating prohit by $2% million.

Reduced Volume

o

Our North American sales volume deercased by 2%
fram 1993, The lower North American sales volume
was moslly atlributalble 1o bwo factors. Firsl, we sold
our Pine Falls, Nanitoba mill in September. Second,
F995 saw an invenlory build-up by nesspaper pub-
lishers that was nol repeated jn 1994, In addition,
we consciously exported more of onr newsprint pro-
duction to international markels in 1994 than we
did in 1993, The primary reason for this shill was
our heliel that the long-term demand grosth in news-
print lies ininternational markels, This lower North
American sales volume reduced our operaling profit

by $24 million.

Strengthened Prices

In 1991, a strengthened North American economy
increased prinl advertising volumes, causing newsprint
consumplion by United States daily neswspapers to rise
by L9% over 1995, Increased classified and displin

advertising driven by rising emploviment levels and

Eastern U8, Newsprind Prices

(1N, dottirsttonne

(rrithians) T —
T - . ’ _ Min 1 e
Weaker Canadian dollar $23
Reduced volume (24 i
Strenglhencd prices I+ Aar |
o W — = — - e
513
320
VWeaker Canadian Dollar
Our principal market for newsprint is the United Hib
States. Our American customers purchased over
- L P , L0
118 million tennes of our newsprint in 1994; JFMAMJ JASONDJIFMAMIJASOND MM
Canadian customers bought 119,000 tonnes. North ' 1003 ‘ 1994 1905
American markels represent 68% of our newsprint PRSI Ao uned by \bilihi-Nric SUFS00s
sSeeees Viller Frocmon
JABMBI-PRICE
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higher retail sales more than offsel i modest decline in
daily newspaper circulalion. Publishers could no
lenger service this increased demand from their
inventories as they had done in 1993, In 1994 pub-
lishers and neswsprint producers reduced newsprint
inventories from 1993 levels by over 220,000 lonnes.

In North America, three lactors worked Lo
reduce the supply of newsprint available to thal
market, First, manulacturers took downtime 1o
reduce oversupply. Second, international demand
grew and Canadian producers sold 10% more nesws-
print internationally. Third. no new newsprint mills
came on stream in North America during 1984,

A slow first quarter saw newsprint net selling
prices, in Lniled States dollars, 6% lower than in
the firsi quarter of 1993, As demand strenglhencd,
the Company lowered the discounts on its neswsprinl
lisl price by 7% on March [, 1994 and a further 6%
on August 15, 1994—restoring net selling prices lo
average 1993 transaclion price levels, A full quarter
impact of the August 15th discount reduction and a
further 7% discount reduction on December 1, 1994+
helped Abitibi-Price posl a $10 million or 12¢ per
comimon share profit froin continuing operations
during the fourth quarter of 1994,

The impaet of these price inercases was lo raise
our 1994 average realized North American net selling
prices by 1L8.$10 per lonne from 1993, This boosted
our newsprint operating profit by $14 million.

International Neswsprinl Markel

Increased International Sales

We sold approximalely 619,000 tonnes of newsprinl
oulside North America in 1694, This was up 23%
from 1993, mostly because of higher exports during
the first three quarlers of Lhe vear to Asian, Latin
American, and Middle Eastern markels,

In 1he Tourth quarter, exports returned 1o 1995
levels as North American demand and prices grew
stronger. The overall inerease in our international
siles volume improved operaling profit by $26 million,
Weaker Canadian Dollar
Internationally, Abilibi-Price sells 10 Furope and
Japan in local currencies, while selling to Asia, South
America and the rest of the world in United Stales
dollars, The Canadian dollar weakened against every

major currency in the year, for example:
Average Annual Yalue ol Local Curreney

o

% Reduction
in yvalue of
terpressed in Cancedian deallars) 1994 1995  the idn §

Cuslomer Currencies:

Japanese Yen 500134 $0.0117 13%
British Pound 2.0028 1.9577 8%
French Frane 0.2468 0.2279 8%
German Deutschemark 0.8443 0.7806 %o

L niited Stales ollar 1.3657 1.2901 6%

Average Monthiy Yalue of US, Dollar
Expressed in Canadian Dollars

c1atterisy
Our international newsprinl markels coniribuled
$32 million more 10 operaling profit than they did 110 — -
in 1993 due 1o:
1.56 —
finitlions)
Inereased international volume $ 26 132 -
Weaker Canadian dollar 1
Veaker prices (3) 1.2%
$ 32
1.2 o
1.20
FMAMJIJASONDIFMAMIJASOND
w 1993 199+
JABMBI-PRICE
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Jar the vear ended Deeenrber 31, 1964

Another positive aspect of 1994 was the fact that
our non-Canadian competilors’ currencies all grew
slronger against the Canadian doltar, making
Canadian newsprinl more compelilive worldwide.

Wverage Annual Value of Local Currency

2 Redaction

invalue of

feapressed i Canadian dotlars) 1994 19495 the Cdn 8

Compelilor Currencies:
Finnish ¥ark
Swedish Kronar
Lonited States Dollar

$0.2630 5 0.2261 16%
01775 0.1661 o
1.3657 1.2901 6%

This weakening ol the Canadian dellar against
major currencies raised operating profit on inter-
national newsprint sales by $11 million in 1994

compared with 1993,

Weakened International Selling Prices

Higher shipments of newsprint outside Norlh
America was an industry-wide trend carly in 1994,
The effect was redueed spot prices Tor newsprinl in
foreign markels compared with 1993, resulling in
lower realized net selling prices.

As demand inereased in the fourth quarter of
1994, we realized 4% higher international selling
prices expressed in Lnited Stales dollars than in
1993. However, this did nol offset the lower selting
prices ol the Tirst three quarters. The net impact
of lower average selling prices was a $3 million

reduction in operating profit,
Viante-Apopeo Parcns Moo

Value-added papers are brighter, glossier and
smoolher than newsprint resulting in improved
printing qualilics. The Lypes we make are uncealed
grommdwood grades used by commercial printers,
converlers, advertisers and publishers 1o produce
adverlising inserts, books, telephone directories,
business forms, magazines and calalogues. Our
primary value-added papers are clay-lilled
supercalendered papers (SCA), high-hrighiness,
machine-linished grades (MEF) and directory paper.

Operating Profil
In the value-added papers market, $25 million more
was contributed to operating profit than in 1993,

This was altributable 1o:

(neitlivns)

Higher sales volumes S 14

Weaker Canadian dollar 11
$ 25

Higher Sales Volume

Value-added paper sales in 1994 were 487,000 tonnes,
up 10% over 1993, This inerease is due 1o higher
demand for all our value-added papers and com-
pares favourably willh the indusry’s average increase
of 3%, Yolume was primarily driven by 1the relail
markel’s increased use of adverlising inserts and
atalogues. The improved sales volume raised

our operaling profit by $14 million.

Rising Prices

As with 1the newsprint market, the first quarter of
19894 saw lower prices for value-added papers

than in 1993, However, by the Tourth quarter, price
increases for SCA and ME grades had been imple-
mented and by the end ol the year our value-added
paper prices were up 10 - 13% rom ecember 1993,
Directory papers were an exceeplion as Deceniber
1994 directory paper prices were lower than in
December 19935, These higher prices restored our
1994 average selling prices to 1993 levels.

Weaker Canadian Dollar

Over 80% of our value-added producls are sold in
the United Stales. As with newsprint, 1the stronger
United States dollar improved operating profil by
SU million in 1994,

JABMBI-PRICE

20



Pavre Mo rve g O o

In 1994 paper manulacturing operalions contrifnted
$3 million less to operating prolit than in 1945

primarily due lo;
(mitfions)

Improved manutacturing eflicienes
Lower overliead cosls by

Rising hrafl pulp prices (1)
Miscellaneous increased praduction cosis {2)
3

Increased pension cosis (R}
S

Primary Productlion®

fHatisands of fowies )

1994
1993
14992
1991

Improyved Manulacluaring Elliciency

Our mills” performanee continned 1o improve in
1996 As can be seenin the chart helow iiproyed
manufacturing ellicicneies and inmcreased operabing
rates contribited 126,000 tonmes of additionl
production in 18994, Tprosyed snanufacturing effi-
ciencies added 51000 1onnes of prodoction, while
higher operating rates contribnted 72000 1onnes

ol additional prodietion.

MWerige

Valoe vdded Production

Newesprinl Pirpeers Tl IlTicieney
1.9 181 20020 NI
I8 158 2201 857
1777 15 2000 s
|Gl N 2020 9

These Tgrees imelude HOU o8 Gaspresia™s preoduction il 10070 of The preodhietion al ane newspreind ot sentares s Ao ban and Genrzia,

1984 Tigures mehude 32000 taes ol production ol the Pure alls andl Tor the pernsd september | lo Decemther 51990 The £ antpans

salth the Pine Falls midll ome seprember 10T 03 e Bance ineluded This capaeiy i one 1991 nessspet prodicetion henees To narke them

maore divect iy comparval:le sitho those af the preioe vears

Productivity lmpros ement

flurtnes ger etapluver )

2
2UH)

130
FRe preafictie it ackde vemneuts iy (i
CMRPAUY S Core Birsiess el segandi B
canl wprratianal mproreme s aned
B gantis, oy el s vedeictons
e muntiBer af capinyees )
920 91

92 95 M

In 1990 e mill husiness ninifs inereased their
operating rate Lo 977 from 917 in 1995, This
cnabled the Company o achieve 1990 sales volumes
ol 2.0 million tonnes up 5 aover 18995 bnereased
clliciency lovwered aur manufacluring cosl per

tonne and inercased operating profit by S10 mllion.

Lower Overhead Costs

[ 1893 we continaed Lo gela return Tor the
corparale restraciuring iniliatives we Liunehed

in 1980, Restructuring in 1995 reduced corporaice
overhead and resulted in g more decenlralized
cormpiny which allowed us to serve our customers
more eftectively, vsoa resolt, selling and adminis-
trative expenses were 58 million lower in 1891

than in 19475,

JABmBI-PRICE
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Bleached Soltwood Krafl Pulp
Quarlerly Prices

(8 S duilarsdtonne )
m

G —

AR

HA)

I 1995 1904
L R, ADitib-Price used approvimitels K3,000 wones of hralt pulp
at it wholls-ewned mills,

Sourve: Miller Frevian
Rising Kraft Pulp Prices
Kralt is refined pulp that when added 1o groundwood
pulp makes paper stronger. In 1994, Company-
owned mills used approximately 83,000 lonnes ol
krafl lo produce various paper grades, principally
value-added papers. Kraft prices rose dramatically
in 1994 to average LU.5.$543 per tonne up lrom
1993’s average ol .8.8457, a 19%

Until net selling prices strengthened in the

increase.

second hall of 1994, the Company was unable

to pass on the higher kraft costs 1o customers.
Accordingly, these higher costs reduced operating
profitin 1994 by $13 million.

Increased Pension Costs

In 1994 the Company improved pension benelils
for current and retired emplovees. The improved
benelts resulted Mrom amendments made Lo pen-
ston plans pursuant Lo the collective bargaining
agrecment thal the Company reached wilh its
unionized employees in 19935, This lowered

operating profit by $8 million in 1994

NeEwseRINT Jors T VENTL HES

Ownership

Ahitibi-Price manages ils three newsprint joint
venlures, and purchases and sells 100% of their
production, At December 31, the Company had

ownership inlerests inm:

1994 1993

Gaspesia Pulp & Paper Company  100% 51%

Augusta Newsprint Company 30% 50%
Alabama River

Newsprinl Company 30% 50%

Strategic Review
In 1994 we initiated a strategic review ol the
Company’s investment in newsprint joint ventures.
This review was completed in the fourth quarter.

The principal resulls were Lhe acquisilion ol an
additional 49% ol Gaspesia Pulp & Paper Company
hy Abitibi-Price and the refinancings of the Alabana
River Newsprint Company and the Augusta Newsprint
Company. Management at cach of these mills are
cominuing their focus on cost reduction and
improved operating elliciency,

There are no current plans 1o sell these ventures,
\We believe that with the cooperation ol employees,
local gevernments, management and supplicrs,
these mills can continue to provide rewarding
benelits to our shareholders, cmplovees and the
conmmunitics in which they operate. Qur objective
is lo pul together a plan 1o ensure these benefits
are realized. Management is commilied that each
ol these ventures will be net cash contribulors at
the bottom ol the next newsprint ¢ycle. Failuee o
demonstrate the ability 1o achieve this goal will
resull in the siale of any ol oor newsprinl joint

venlure investimenls.

/ABMBHPRICE
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Loss from Newsprint Joint Yenlures

The major portion ol the Yoss fronn newsprint joint
ventures arises [rom interest on their debl, Ahitibi-
Price’s shire of Threse interest costs wis 836 miHion
(1993 - 830 million). Profit from these sentures,
before interesl expense and ineome Lives, wiks

$1 million in 1994 compared with i loss o 88 million
in 1995—a 89 million improsement. Stronger pricing
and higher sales volnmes swere the nain reasons

for the reduction in operaling loss,

NEWSERIN D AN Y 00 Aot
Papins O i aon

Analysts tell us that the waorldwide ceonontic
recovers will continue (o increase the demand for
newsprint aml yalue-added paper products in 1995,
Worldwide newsprint demand is projected {o grow
by 3.3% in 1995, or L million tonnes, while world-
wide capacily is projected to grow by 2700 or 730,000
tonnes, The resoll, in o world alreads concerned ithoul
alequale supplies of newsprint, could he upaware
pressure on prices and a lighiler supply ol paper,

Likewise, the vidue-added papers markel is
projected to see a continuation of the tightness seen
in lhe fourth quarter of 1991 when shipments by

Luited States manulacturers ol uncoaled g2roundsood

Paper Grade

Value-Added Papers:
SCA grades
Machine-linished grades
Irectory grides
Machine-finished grades
SCA grades

Newsprint:
Standard newsprinl
Slandard new spyint

Northo vmerican Newsprint Inventories

s ol December 51) Uy’

el b danine sy . 19494

1G4

Nti)

[BLL

[tHY

200

Canadian Mills

Publishers LU.S. Mills

Saree, Caeniadieets fufp and Paper saocmdion

papers were TP ol capacity, T 1895, ket
analssts are projecling a 7.7 increase in demand
for SCy paper. 22570 higher demand For NI paper
and & 200 incrcase in direetory paper densoed, The
result should he continued npward pressare on prices
baoth i North American and mternational markets,
Faidence of this upyward pressure on prices
are the Tollowing traosaction price inereases that

we e announeed:

Price Tnerease

Flective hte Per Tonne*

Februars 1, 19495 18877 L LSs105
February 1. 19495 [ .5.500)

Mareh 1, 1993 [ S.800 -1 S5110

Mareh 1, 1993 L.ssH0 Lssii
Vpril Foo198Y I S872
Mareh 1, 1895 l.Swa2
Vay 1. 1095 L8875

fPrices quoted are ranges lor vartous zraddes of paper.

/ABIMBI-PRICE
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The fourth quarter of 1994 saw much sironger
newsprint prices in international markels. In addi-
tion, major Kurepean markets saw imuary 1993
price inereases averaging 13% - 209%, Markel analysts
helieve prices could rise even further in 19953,

We expeclt our newsprint cosl per lonne o
rentain relatively unchanged with productivity
improvements olfsetting the higher costs of krall
and old newspapers, Costs lor value-added papers
are expected to rise because ot the higher
propartion of krafl usage compared Lo newsprinl.

We believe the combination of higher selling
prices and stable production cosls will position us to
return to full-vear profitability in 1995 Tor the first
tinie sinee 1989,

(.)///:‘('(’ /"2‘()(/”(.'/.5

Nature of Business

Our office products division is a specially wholesale
distributor of infermation processing supplies in
North Amcerica and Weslern Furope. The business
supplies such reseliers as compuler and otfice
products dealers, Our products include name

brand printer toner, vibbons. magnetic media

such as tapes and disketles, optical discs, and
peripheral products such as fax machines, printers
and modems. The division also distributes such

traditional products as pens and pencils,

{MTice Products Sules Office Producls

trisithsints of didfurs ) Operating Profil

codfiens of dolftars)

00 13

i 12
300 0
200 i
100 3

( 4]

90 91

92 93 94

50 91

92 93 94

Operating Prolit

Operating protit in the olTice products division was
515 million. unchanged from 1995 due 10

fanitlions)

Higher sales volume % 9
Lower gross margins
Market developmenl costs

Sales up 19%

Sales by the division were up 19% rom 19435 levels.
Prices were reduced in 1994 as manulacturers
lowered selling prices in an altempl to retain market
share. These lower prices reduced our gross margins
and dropped 1994 operating profilt by SF mitlion.
The ofTice products division continued to make
strong inroads inits markets in the United States,
Canada and Europe. The higher sales volume

inereased operating profit by $5 million,

Developing New Markets

In 1994 1he division continued o develop its sales
distribution network in Western Fuarope. The divi-
sion is in the initial development stage in Lurope
and management believes this markel olfers
significant growth potential. Further expansion
will contlinue in 1993 with the starl-up ol a new
office products subsidiary in Mexico. Additional
sales and adminisiration costs were incurred in
1994 compared with 1993 10 service these markels.

These costs lowered operating proflit by S1 million.
Outlook lor 1995

Wilth planned expansion in both Mexico and VWeslern
Furope, we expect a conlinuation ol the zrowth in
sales experienced in 1994, Further econmnic sirength-
cning in the division™s major markels should also

lead e inereased sales and operating profit in 1995,

JABMBI-PRICE
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Dtorest

Interest expense incurred on long-term debt and the
$150 million convertible subordinated debentures
was $40 million in 1994, virtually unchanged from
1993’s expense ol $39 million despite changes in

the eomposition ol debt over the last bwo years.
Successlul refinancings in 1993 lowered the
Company’s weighted average interest rale in 1994
and ofTset the effect of 6% higher foreign exchange

tosls on interest pavable in Uniled States dollars,

uzudua/._ylmn.i

Unusual ilerns in 1994 were $29 million and
consisted primarily ol a $21 million lass on Lhe
sale of gur Pine Falls mill in September. The other
$8 million of unusual items represents the cosls

of restructuring programs at Grand Falls and
Jonquitre which were designed to reduce cosls
and increase the compelitiveness of these mills. In
1983, the charge for unusual ilems was $22 million
for the cost ol various reslrucluring programs,

The largest portion of 1993's restrucluring pro-
grams related 10 decentralizing the management
ol the Compaaiy’s core aclivilies,

Obher Y & 11
l'!é"l' neome (Hl(/ f//,ll)(’n.i(’. ’/

In 1994, other net expenses were $4 million—

$5 million less than in 1993, This improvement is
mainly attributable 1o increased interest income on
the Company’s invested cash which grew from $158
million in 1993 to $250 million al Necember 31, 1994,

\gnr:ome f]mr /\c»(‘ovw'fo.i

The effective income lax recovery rales were 36%
n 1994 and 34% in 1993, The higher 1994 income
1ux recovery rate was cansed by an increase in the
proportion ol the Company’s losses being incurred
inthe United States in 1994 than in 1993,

.
,-Z\f\ium/inu(*(/ C) yereldion s

During the year, we made further progress toward
completion ol our plan o divest nen-core businesses.
In June, the Price Wilson division was sold o Perkins
Paper Lud, of Montreal; in November, the Hilroy
division was sold lo The Mead Corpormtion. The
Company 1ock a $3 million alter-tax charge 1o
carnings on the sale of Hilroy in the tourth quarter.
In addition, $1 million was charged o 1he 1oss on
sale ol discontinued operations for the interest cosls
ol carrving these businesses prior Lo their sale,

With the sale ol the converted products
businesses, there were no assets on the balanee
sheet al December 31, 1994 related 1o discontinued
operalions (1993 - $40 million).

Traneial | dsitions and Liguich
~Arrredireta /‘().H/H)H (e l'(/”l(l/l_'/

Capital Structure

The capilal structure of the Company improved
during the year as the debt remained virtonally
unchanged al $329 million while shareholders’
cquity increased by $108 million.,

The increase in shareholders’ equily is primarily
attributable to the issue ol 1O million common shares
in April and the exercise of 131,338 stock options
which logether vielded net proceeds ol $169 willion,
offset by 1994% net joss ol $35 million, preferred
share dividends of $1 million and preferred share

redemplions ol $6 million,

Net el 1o et Debt Plas 10
Convertible PDelientures
and Sharcholders® Equily

fperernioage] T

Nt ddedut comgrrises dovps teentt debt, Hee
crrvent partien of g e et coned
bend incdebtedness, fess vast aned sfinet

feeim fresineints

|
90 91 92 93 94
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

e Hie year valed Precentloor 30 pued

P 1090 Ahitibi-Price repaid $1G million in long- (/ / - ]/
. . chaidr ot
lerme dehl However, the strenathened U nited States

dodlar raised the Canadian dollare value ol onr long- Cash Increases by %112 million

tern debt by approvimately S21 mitlion, The ned . - e
Dyespile sushaining o 533 million book loss the
resolt was aninercase in the Canadian dollior value . . - . .

o ' e B Companny generited $1E2 million ol cash in
of nur long-term debt by approvinuiels $5 million. S ey = - .
’ A R 1994, 1o end The year swith $250 million. The
These Factors led o an baprovement in the . . . -
‘ I cash increase swas altribatable 1o %12 million
el debt to net-debi-plus-equily vatio o 117., com- - . =
[ iy sencraled by continning operalions. 5127 million
yared with 18995 ratio of 18" Fanity inchudes . - . . .
b ' e provided by financing aclivities, reduced by S
the S0 million conyvertible debentures sinee i . . ‘ . : o o
millicm pakd o find invesling activities. 7 million
is our present intention o repay those debentures . . . . :
' nsedd by discontinned sperations and $1million paid
wilh commuon shares in Mareh ol 1996, . ‘ -
for preferred share dividends,

FFuture Oullools . - . N |
$ 109 million Increase in Cash From

I 1995, we will continue investing in the environnent Conlinuing Operaling \clivities
swilh approvimatels S 106 million in capital spending. S . .
an R aprtat st a LU siow i drariiatic improsement in cash provided
Tocaddition, seveval projects sore plinned o improse S . . 0
hy continuing eperating aclivities, The cash gen-

the performance of our core paper mills which are . . . . -
! ‘ el ' eratedl Trom operations in 1994 was 5 £2 million,

currenthy estimated to cost S8 million in 19497, . . ‘ em ot .
) a signilicant improverent from the $87 million of

The Compiany will use the $23) million in cash . . -
(318
: ['.’Ihl] that was ll.‘-il‘t_' |l\ ()ll{‘l'ill]()ll\' in 1995,

il had al December 31,1994 Lo fund these new expen-

ditures and 1o pay down labilities, Qur forecasts show Iovesting in a Cleaner Environmenl
that 1995 will continue 1o generate positive cash Tow 0 1991 Abitibi-Price spent $72 million on environ-
from operations after capital expendilires, mental assets primatily Tor seconlas cllluent

It sunmnary, we evpeel the Company’s finameial treatment plants al our Canadian mills and i de-inking
liquidity To improve in 1995, pliant at our Alma Quebee il These investnenls

rellect o commitment to The communities where we
aperide and our customers We eapeet to comply with
all Tederal and provineial envirenmental regnlalions

before these complianee deadlines come into effed

during the Tourth guéarter ol 19495,

Chirnges in Consolidaled Cash Position Hhevo i bu S0 pune 1.0
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In December 1994, taxalion authoritics in Canada
and the United States reached agreement on what
poertions of the Company’s prior vears' income
would be 1axed in each country.

Since 1992, the Company has nol recorded
the tax benefits of its United States losses. The
1994 agreemenl. belween the taxation aulthovilics,
shifted taxable income from Canada 1o the
United States enabling the Company to record
a $17 million 1ax benefit from losses on ils
United States operations,

The Company has restated its financial
statements for this change Tfor 1993 and for the nine
monihs ended Seplember 30, 1994, This revision
increased income tax recoveries and reduced the
loss from continuing operalions, loss for the year
and less attributable Lo common shareholders
by $8 million (7¢ per conmmon share) for the
nine months ended September 30, 1994, and by
$11 million (15¢ per common share) in 1993, In
addilion, at September 30, 1994, relained earnings
were increased and deferred income laxes were
reduced by $17 mitlion (1993 - §$11 million).

Pro-Forma Consolidated Balanee Sheet
as at December 31, 1994

_,./-/c'(‘rmuffnr(/ /*%Acg/ (_//IHH(/(’
in 1995

In 1994, the Camadian Institule of Chartered
Accountants allowed companics the optien of
reporting Lheir investments in joint venlures
using either the equily or proportionate
consolidation method.

As in prior years we have accounted for our
investmenlts in newsprint joinl venlures using the
cquity method of accounting, We believe propor-
lionale consolidation ol the joint ventures™ debts
is nol appropriate hecause the debls are without
recourse 1o Abilibi-Price. As such, the Company’s
visk in these ventures is limiled to the extent ol its
nel investmenls,

In 1995, the Company will conform to new
Canadian generally aceepled accounting recommen-
dations which will require these ventures 1o be
proportionately consolidated. The joint venlures” debls
will continue to be withoul recourse lo Abilibi-Price.

Had the Company proportionately consolidaled
ils investmenls in newsprint joint ventures al
December 31, 1994, the linancial statements would

he as shown below:

Fquily Joinl

Accounting of Ventures as

Joint Venlures Increase PProportionately

{millions of doftars) as Reported (Decrease) Consolidated
Current assets % 605 $ 4l § 646
Fixed assets 90G 07 1313
Investments in newsprint joint ventures 935 (99) -
Deferred pension cost 100 (9} 93
Investments and other asscls 13 20 135
Tolal assets $1.821 % 368 52,189
Current liahilities $ 381 5 31 § 12
Lung-term debt 329 337 666
Deferred income taxes 12 - 112
Convertible subordinated debentures and shareholders' equily 994 - 999
Total liabilities and shareholders’ equity $ 1,821 5368 $ 2,189
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MAaNVGEMENT'S

DIscLSS10N

AN ANAVLY SIS feontinued)

o the year cided December 31,

I'ro-Forma Consolidated Earnings Statement - selected items

For the year ended December 31, 1994

Cirillicins af dolfars)

Net sales
Operaling profil [rom conlinuing operalions

Loss from newsprinl joinl venlures, before income lixes

Interest expense, long-lerm
Unusual items & other income and expense, net

Loss [rom continning operalions, before income taxes

Loss for the year

Fyvs

Fquity Joint

Aceounting of Ventures as

Juint Ventures Increase Proportionately
I !

as Reported {(Decerease) Consoliditted

B2

$2.01 $ -
26 1 27
(33) 33 -
(:+0) (34 (7
(33) - (33)
(80) - (80)
$  (53) § - $  (53)

/\)H/S un(/ ()/;/-;m'/rm o

Risk: Managemenl of Exchange Risk
Approximately 90% of the Company’s revenues

bul less than 20% ol ils operating ¢xpenses are in
Linited States dollavs. As a resull, we have a potential
exchange rale exposure to mmovements in the value
ol the Canadian dollar expressed in Lniled States
funds. [n 1994, for every 1e drop in Lhe value of the
Canadian dollar expresscd in United Stales dollars,
the Company gained approximately $11 million. In
1995, with proportionale consolidalion of cur news-
prinl joint ventures, the full vear impactl of 100%

of Gaspesia’s carnimgs, and higher budgeled sales
volumes and prices, the impact of a 1¢ change in
the exchange rale on our reported net income will
increase 1o $16 million.

The Company's exchange rale exposure is
recognized by managemenl as a major determirtant
of its long-run profitability. Accordingly, we have an
established exchange rale managenent progrian in
place to protect against rapid appreciation in the
value of the Canadian dollar.

Al December 31, 1994, the Company had entered
into currency options totalling U.5.$543 million.
These options protect us against the United States
dollar value of the Canadian dollar rising above an
average of U.S.$0.73 during 1995, In the evenl of a

weakened Canadian dollar, we would be obligaled

to huy Canadian dollars at rales which average
1.5.50.69 in 1995. In 1994, 1he Canadian dollar
averaged 118.50.73 down from U.S.80.78 in 1993,

It should be noted that our principal markets
are outside Canada, and exposure from exchange
rate rishs cannol be eliminated. Although we believe
we are eflectively insuring against Lhis risk, exchange

rate risk cannol be removed in the long rin.

Opportunily: 1994 Labour Negotiations

on the West Coasl

Although not in the best interests of the industry
nor its cuslomers, a labour strike in the West Coast
paper industry remains a conceern for 1995, This
strike does nol divectly altect Abitibi-Price whieh is
ain Fast Coast paper manufacturer. Abitibi-Price
customers should not sce supply disruplions sinee
the Company and ils unionized employees are
operating under long-term collective bargaining
agrecments which extend 1o 1998 and 1999, In the
shorl run, a labour disruaption reduces the availahle
paper supply and could raise paper prices. We believe
thatl in the long run this labour dispute would nel

significantly affeet our operations or markets.

JBmBI-PrICE
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Risk: Old Paper Machines

Being Returned to Service

With strengthening demand and prices in North
Anerica, the potential exists for paper machines that
had been decommissioned, converted Lo other grades
or moth-balled in recent years 1o be put back into
service 10 reap short-term prolits. This would lead 10
an increased supply of newsprint and could resull in
sole moderalion of the current light paper market.

Risk: Reducing Exports in 1995

The Tourth quarter of 1994 saw significant increases
in paper prices in North America. More have been
announced for 1995, This came al a time when mosl
North American paper manufaclurers had turned
their allention 1o inlernational markels, sales lo
which increased hy 10% in 1994 compared with
199%. The possibilily exists 1hal as prices strengthen
in North America, manulacturers may reduce

exporl shipments and thereby increase the supply

of paper in North America.

We do nol think this stralegy is in our besl
interests and we will continue 1o focus on devel-
oping long-term international markels in 19935,

We helieve that future consumption growih in the
industry will come primarily from international
markets, caused by rising world literacy rates

and conlinued growth in the cconomies of newly
democratic counlries.

Risk: Environmenital Compliance

s we reported in our 1993 annual report, the
Company must comply with new environmental
regulations in the province of Quebec by October 1,
1993 and in the rest of Canada by December 31, 1993,
In 1994, we made signilicanl progress towards
meeting these deadlines, We anticipate being in
complianee in advance of the compliance dates,
During the year, construction began on secondary
efMuent treatment plants at the seven Canadian
mills which require them.

The estimaled cosl o complete these projects
and to comply with current envirommenltal regu-
lations is $148 million, of which $42 million had
been spent by the end ol 1994,

Opportunily: Developing

Environmental Produects

In our search for more cffective environmental
processes, the Company is developing environ-
mental products that will have general application
to businesses in and outside of our indusiry,
These lechnologies are contlinuing 1o be refined by
oar environmenlal development division, Abitibi
Environmental Technologies, which to date has
invested $6 million to develop these processes. These
development costs are included in Investments and
Other Assels on our balance sheel,

In addition, Abilibi-Price Technologies, our
research division, is conlinuing to look for wavs lo
make our paper manulacturing processes cleaner
and more cost-clfeclive.

Risk: Old Newspaper and

Magazine Price Increases

In recent years, paper manufaciurers have

increased the recveled content ol products that thes

manufacture. As a consequence, demamd and prices

Tor old newspapers and magazines have also risen.
Wilh the completion ol a de-inking plant al

our Alma mill we will now consume approximately

283,000 tonnces of reeveled newspapers and maga-

zines in 1993, This higher usage of recyeled papers

will increase our exposure o old newspaper and

magazine price inereases.

AHBImBI-PRIGE
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MASNAVGEMENT S

Discussion

ANAILYSIS (continued)

A ND

Jow the year caded Decembeer 30, fvvd

()I)w " /ing /20/;/ __S:«)n silivilies

Based on our 1993 budget the Company’s operating
profil, with proportionale consolidition, will be

impacted by the following sensitivities:

Operating Profit Sensitivily

Cnifirons wf dotlars)

Each 1S3 1070nme change inaess sprinnt prive

Facd U S S W onne change i price |
uf value-added papers

Ohe eenl change in Canadian dallar i
espressed in United Stines inds

Fach U885 anne change E
in purelise prive of keall palp

Fach L.53810A0nnme change in purebiase I
price ol old newsprisd/magzazines

0 5 10 15 20

Nensitieity [o price eftetgees of value-added papees is based on
ait qreeage SHY e change for all of these geades.

()u//rm/e /;)r {995

We believe that in 1993 Abilibi-Price will return to
full-vear prolitability Tor the first lime sincee [988.
Our cost reduction programs and conmmitinent te
being the finest paper manulacturer in the world
solidly posilions Abilibi-Price and our shareholders

te prolit rom:

e Revent North American and inlernational paper
price increases:

e Increased worldwide newsprint demand while
supply remains Mat;

¢ Our increased Toens on, and a higher 1993
demand lor, value-added papers:

o Focused development ol our inlernational markets;

* Favourable exchange rates and sustained
worldwide cconomie growth:

¢ A decentralized management team committed lo
enhancing shareholder value and responding
to our customers’ necds;

e Continuously improving efficiencies thal reduce
our production costs: and

¢ Cosl savings from resiructuring initiated in
1994 combined swith a drive o become the finest

groundwood paper company in the world,
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MANAVGEMENT'S REPORT

The consolidated linancial stalements and all other

auditors in the course of satislving themselves
information in the Annual Report are the respon-

as 1o the reliability and objectivity ol the linan-
sibilily of management and have been approved by cial slalements.

the Board of Directors., The shareholders and internal anditors hiave

The financial stalements have been prepared frec and independemt aceess to the Audit Commnittee

by management in accordance with aceounting which is comprised of three non-management
- Ll
principles gencrally accepled in Canada and inclode members of the Board of Directors. The Audit

some amounts which are based on best estimates

Commillee, which meels regularly throughout the
and judgements, Financial information provided

yvear with members ol financial management and

elsewhcere in the Annual Report is consistent with the sharcholders and internal auditors, reviceas

that shown in the linancial stalements. the consolidated financial stalements and recom-
The integrily of the financial statements is mends their approval 1o the Board of Dircctors,

supporied by an extensive and comprehensive The accompanyving consolidated Tinancial

syslem of inlernal accounling controls and internal slatements hiave been examined by the share-

audits, the lalter being coordinated wilh reviews holders’ auditors, Price YWalerhouse, whose

and examinations performed by the shareholders report follows.

o Ot ‘

Romald Y. Oberlinder Fileen v\, Mereier

February 17, 1993
Toronte, Ontario

Atnirors’ BREPORT

To the Shareholders of Abitibi-Price Ine,

We have andiled the consotidaled balance sheets

audit includes examining, on a lest basis, evidenee
of Abilibi-Price fne. as at December 31, 1993 and

supporting the amounts and disclosures in the finan-

1993 and the consolidaled slatements of carnings, cial slatements. An audil also includes assessing the

relained earnines and changes in cash position Tor accounting principles used and signilican! estimales

the vears then ended. These Onancial stalements made by management, as well as evalualing the

are the responsihilily of e company’s management. overall financial slatement presentalion.

Our responsibilily is Lo express an opinion on these In our opinton, these consolidated Tinancial

financial slatements based on our audils. slatements present Tairly, in all material respects, the
We conducted our audits in accordance with financial position of the company as at December 31,

generally accepted auditing stimdards, Those stan- 1994 and 1995 and the resulls of its operitions and

dards require that we plan and perform an audit 10 the changes in its cash posilion tor the years then

obtain reasonable assurance whether the financial cnded in accordance with Canadian generally

Blatements are free of material misstalement. An aceepled accounting principles.

Crice. Wolihmas_

Febroary 17, 1995 Chartered dYecounbints

Taronte, Onlario
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COoONSOLIDATED EARNINGS

Restated
{note 2)
Year t‘nd(‘(l I)t'(‘(‘mht‘r '5I (rmh‘mn\ nf( mmdum du.Hm 5) 1994 1993
Nel sales $2.111 $ 1,869
Cost of sales 1,913 1 727
Selling and administralive expenses 91 99
Depreciation and depletion 81 83
2,085 1,909
Opelalmg pro[‘il (que) I'rom cuntmum" opemlmns 26 (40)
Loss from newsprint joinl veniures, before income laxes (note 3) (33) (38)
Interest expense — long-lerm (note 4) (40) (39)
- short-term - (1)
Unusuai items (nole 5) (29) (22)
Olht‘l income and expense, nel (uo!e 6) (4) (9
I,mq fmm continuing oper almn% hel‘ore income ld\t“% (80) (149)
Recovery of income laxes (note 7) 29 51
loss I‘rmn (onlmumg operations (51) (98)
Loas on dlprSﬂ] ol (llb(onlmued ()pt‘ldllOl]S nel ()I‘ income lax recoveries
of $2 and $7 lespe(‘lwelv (note 8) (4) (13)
Loes for lhc year (53) (1it)
I)mdends on plelen ed shares (1) (1)
1‘0“ allnl)uldble to common qhdleholdels $ (56) $ (112)
Per eommon share:
Loss {rom continuing operations $ (0.62) $ (1.38)
Loss [or the year (0.66) (1.56)
Dividends - 0.125
Weighted average number of common sharves oulstanding (nitlions) 84.4 71.8

CoONSOLIDATED BRETAVINED EARNINGS

Nestated

(note 2)

'I( ar ended |)l’l. L‘mh(‘l 31 (thmm of Canadien dotlars) 1994 1993

Retained earnings, heginning of year $ 339 $ 1483

l.oss f0| lht‘ year (33) (111}

304 372

I'_.‘(]‘JenS(’S ol‘(ommon share issues, nel ui income lax recoveries ol' $2 in ea(‘h year (3) (3)
Dividends declared

Preferred shares (0 (1)

Common shares - (9

Rel amed earnings, end ol‘}t ar $ 298 $ 359




CONSOLIDATED By AaNCE SHEET
Restated
(noie 2)
December 31 fmillions of Canadian dellars) 1994 1993
ASSETS
Currenl assets
Cash and deposits $ 2350 $ 138
Accounls receivable (note 9) 178 149
Inventories (note @) 167 137
Prepaid expenses 10 15
605 457
Fixed assels (note 11) 906 865
Other assets
Investment in newsprint joint ventures (note 3) 95 175
Invesiments and other assets (nofe 12) 87 28
Deferred pension cost 100 83
Goodwill 28 28
Nel assels held for divesliture (note 8} - 40
310 354
% 1,821 $1.,676
LiABILITIES
Current liabilities
Bank loan (note £3) $ 32 $ -
Accounls payable and accrued liabilities 337 298
Long-term debt due within one year (niote 4) 12 13
381 511
Long-term debt (note 4) 329 324
Deferred income taxes 112 150
CONVERTIBLE SUBORDINATED DEBENTURES
AND SHAREHOLDERS” Eouim
Convertible subordinaled debentures (note 14) 150 150
Shareholders’ equily
Capilal stock (note 13}
Preferred shares — 977,008 shares
(1993 - 1,494 988 shares) i1 17
Commeon shares — 87,414,790 shares
(1993 — 77,283,232 shares) 540 365
Retained earnings 298 359
849 741
$ 1,821 $ 1,676

Approved by the Board of Directors:

T CoesQans

Direclor

/ABMBI-PRICE
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Year ended December 31 emitlions of Canadian dollars;

CHANGES IN CONSOLIDATED Casn Posiriox

Operaling aclivilies

l.oss for the year from continuing operalions
Depreciation and depletion

Unusual items

Loss {rom newsprint joint venlures, hefore income taxes
Recovery of deferred inecome taxes

Other

Changes in the non-cash working capital components
of conlinuing operations (note 16)

Cash generated by (used in) continuing operaling activities

Financing activilies

Issue of common shares, net of expenses
Repayment of long-term deht

Retiremenl of preferred shares

Pension funding

Issue of convertible subordinaled debentures
Issue of long-term debt

Debt issue cosls

Casb generaled by financing activities

Investing aclivities

Additions to fixed assets, net of a $20 (1993 - $nil)
increase in relaled accounts payable

Proceeds from sales of discontinued operations
and operaling divisions, nel 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

Investients in newsprint joint ventures

Other

Cash used in investling activities

Dividends paid
Preferred shareholders
Common sharebolders

Cash used Lo pay dividends

Cash generated by continuing operations

Cash used in disconlinued operations

Increase in cash during the year
Cash and deposits, beginning of year

Cash and deposits, end of year

Restated

(noie 2)

o T 1993
$ (51) $ (98)

81 83

27 10

33 38

(32) (31)

10 2

68 (16)

(26) B

42 (67)

169 98

(16) (334)

(6) (2)

(20 C))

- 150

- 266

e T ®
127 168

(72) (39

33 2

03 -

(13) 23

- (19)

5 6

(49) (27)

(1) n

) - __un
I O SR .
119 56

S ) R G2
112 18

138 120

% 250 $ 138
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CONSOLIDATED SEGMENTE INFORMATION

[
Depreciation Dperating IFived

Year ended December 31 Nel and trofit U nusuai Vascl Tatal
turitlions of Cunadian dofiars) Nales vmortizalion (Loss) Iems Veleliticns AREVE B
199
Bt sistss Stoan s
Newsprint and value-added papers:

Wholly owned mills $ 938

Sewsprind joint venlure millstt 474
Newsprint and value-added papers $ 0112 $78 $15 829 %90 $1.536
Office products +43 1 15 - 1 139
Corporale and other 256 2 - - 1 346

Continuing operations $ 200101 $ 81 $ 26 8§29 592 StLan
Grocsariie Sioar s
Canada ™ $ 1378 $13 $ 1.345
LS.\, 735 11 278

Conlinuing operations 52,111 % 26 S 1.821
1995
Bisiniss Sroovr s
Newsprinl and value-added papers:

Wholly onned mills b S B 1Y

Newsprint joint venture mills " 121
Newsprint and value-added papers $ 1,285 ¥ 80 $(32) $(22) § 6 $1.332
Olfice products 371 I 15 - 2 125
Corporate and olher 215 2 (nH - | 174

Conlinuing operations $1.86Y %83 $ (4 $(22) %39 %5 1.636
Distontinued operations 82 0

1931 $ 1676

OrO0GRAaTIe ST s
Canada'™ $ 1,222 $(352) $ 1367
L.S.A 647 12 2649

Continuing operiations % 1,869 $ () % 16306

Notes;

I The Company selis all ot the production of s neswsprint jomt yentures to customers e wlich b carns gm average grass prolil ol
approxintalely 27 This greoss prodil has becen included in operiating prolit from nessspeontand svalne-adsed papers,

1 Geographic seginenls rellect the sonree location ol The prndnet sold.

il Continuing Canadian operations include sales 1o the U nited States market of S894 million (1995 - S804 polTion) and eapor siales
1o other countrics of X378 million (1985 - 32175 million).

I 1994, Dived assel additions were $92 willion (1995 $39 juillionn. A December 51, 1981 he Compamy Tt 320 nnillion (1995 Saily meee
aceaints pavalle related to hved asseos fhao in e prioe sedr fo 19894, cast s niers foe thie pucchiase el fived assets oere 372 anllion
(1993 - £34 nnltion.

/ABINBI-PRICE

33




NOTES TO CONSOLIDATED

FinaxciaL STATEMENTS

December 3101994 and 1993 ¢rabalar amoanis in milfions of Canadian dollars)

L, SUMDEARY OF SIGNIFICANT
AVCOOENTING POLRICTHES

These financial stalements are expressed in Canadian
dollars and are prepared in accordanee with

accounling principles generally aceepted in Canada,

(a) Basis of presentation
These inancial statements consolidate the accounts

of Abitibi-Price Ine. and all of its subsidiary companics.

{b) Translation of foreign currencies
The assels and liabilities ol sell-sustaining toreign
subsidiaries and joinl venluees are translated intlo
Canadian funds al year-end exchange rates and
the resolting unrealized exchange gains or losses
arc included in shareholders” equity, The revenues
and expenses ol these operations are translated
al exchange rales prevailing during the sear.
Moncetary assets and liabilities of domestice
companies and inlegraled loreign subsidiaries
denominated in Toreign Tunds are translated at
vear-end exchange rales. Non-imonelary assets
are translated al historical rates and revenues and
expenses are lranslated ol rates prevailing doring
the vear, excepl for deprecialion which is translated
using historical rates. Kxchange gains or losses on
translation are included in carnings, excepl those
which arise on the translatlion ol long-term debt pay-
able in U.S Tunds. Gains or losses on debi thal hedges
the net investment in sell-sustaining U.S, subsidiaries
and foreign newsprint joint ventures are included in
sharcholders” equily. Any debt, hedged by a Tuture
LS. dollar income stream, is deferred and incladed
in carnings in the same yvears as the income strean.,
The Company currently manages ils foreign
exchange exposure on luture sales throngh the use
ol options and forward contracts. Besulling gains

and losses are included in carnings when realized.,

{v) Inventories

Invenlories of finished products, work in process
and materials and operating supplies are valued al
the Tower ol average cost and nel realizable value.

Pulpwood invenlory is valued al average cost.

(d) Fixed assets and depreciation

Fixed asscets are recorded ot cosl, which includes

capitalized interest and preproduclion costs.
Invesiment tay credils and govermment capital grants
received reduce the cost of the related lived assels.
Depreciation is provided al rates which amortize
the Nixed asset cost over the productive life ol the
assel. The principal fixed asset calegory is produce-
tion cquipment which is depreciated over 200 years

on a slraight-line basis.

(¢) Environmental costs

covironimenlal capilal expenditares that will continue
to benelin the Company amd its enviromment in the
future are recorded at cost and capitalized as part

of lixed assets. Depreciation is charged o income
over the estimated Tuture benefit period of the related
technology. Environmental expenditures that do nol
benelit the Company in ature periods are expensed

s incurred,

(D Investments
[nvestiments in newsprint joinl venlures are accounted
tor by the equity method. Other long-term inveslt-
ments are recorded at the lower ol cost and net
realizable value,

Starting in the livst quarter ol 1993, the Company
will be reguired to consolidate proportionately
its investments in newsprint joint venlures under
Canadian generally aceepled accounting principles.
Under either the equity or consolidation methods
ol acceunting the nel loss for the vear and share-

holders™ equily remain the same,

() Pension costs
Farnings are charged with the cost ol bencelils earned
by employvees as eimplovee services are rendered,
The cost reflects management’s best estimates of
the pension plans’ expected invesiment vields,
wilge aind salary escalation, mortality of members,
lerminations and the ages at which membeoers
will retire. Adjustinents arising trom pensjon plan
amendments, experience gains and losses and
changes in assumptions are amortized to carnings
over the estimaled average remaining servicee lives
ol the memnbers.

Ditferences between pension cost (determined
on an accounting basis) and the lunding of pension

cosls (as required by regulatory authorities) give rise

JBINBI-PRICE



to timing dilterences in the recognilion of pension
expense. These differences appeat on the balance
sheet as deferred pension costs.

Costs associaled wilh post-retirement benefils are

cexpensed when paid by the Company.

(h) Goodwill

Goodwill, which represents the excess ol the cost ol
acquired businesses over the values atlributed Lo Whe
underlving net assets, is amortized over periods nol

exceeding 40 vears.

(i) Income tlaxes
Deferred income taxes resull primarily from
differences in the timing of recognilion ol income

and expenses for accountling and for lax purposes.

(j) Rescarch and developmenl cosls

Research costs are expensed as incurred. Development
cosls lor technically and commercially Teasible pro-
ducts and processes which management intends lo
produce and market are delerred until commercial
use hegins. At thal lime, these costs are charged 1o
income over the estimaled commercjal lite of the
producl or process.

20 ADIUSTYIENT TGO PRIOR PERIODS
FINANCIAL STATENMENTS

In December 1994, taxation authorities in Canada
and the United States reached agreement on swhat
portions ol the Company’s prior years' income would
be taxed in each country. As a resalt of this agreement,
the Company has restaled its financial statements Tor
1993 and for the @ months ended Seplember 30, 1994,
The revised stalements record $17 million ol Lax
benefils Tor losses in the United Stales that were nol
previously recognized.

The restalement’s impacl was Lo increase income
tax recoveries and reducee the loss {from conlinuing
operalions, loss Tor the year and loss altributable
lo common shareholders by $6 million (7¢ per
common share) lor the nine months ended
Seplember 30, 1994 and by $1 L million (13¢ per
common share} in 1993, In addition, at September
30, 1994, relained earnings were increased and
deferred income taxes reduced by $17 million
(1995 - $11 millton).

B INVESTMENTS BN NEWSPRINT JOINT VENTL RES

The Company’s newsprint operalions include
investments in joint venlure parlnerships which
are accounled for by the equity method. 'The
Company’s equity interests in these partnerships
are: Augusla Newsprint Company (“Augusta™)
- 30%, and Alabama River Newsprint Company
and Alabama River Reeveling Company (*Alabama™)
- 50%. At December 31, 1893, the Company had a
0% inlerest in Gaspesio Pulp & Paper Company
("Gaspesia™) which became awholly-owned sub-
sidiary in (994, The Company buvs as principal
and re-sells all ol the joint ventures” newsprint
production under marketing agreements,
Summarized earnings statemenlts and balance
sheets of the Company’s proportionate combined

iterest in the joinl venlures are as [ollows:

Proportionale earnings slatements

1994 1993
Net sales $ 250 $ 215
Cost ol sales and expenses 249 (223)
Operaling profit (loss), before
interest and income laxes { (8)
Interest expense 3 (30)
Loss from newsprinl joinl ven-
tures, hefore income taxes % (33) £ (58)
Proportionate balance sheets
1994 19953
Current assets (a) $ 38 $ 54
Fixed asscls 407 163
Olher asscls 13 17
Current liabilities (48) (38)
Long-lerm debt (b) (337) {(301)
Investmenls in newsprint
joint venlures $ 95 $ 175

(a) The joint ventures have aceounts receivable
from the Company of $3+ million in 1994 (1993 -
$40 million). The consolidaled financial slalemenls
include corresponding amounnts in accounts payable
and acerucd Hahilities. The proportionate balance
sheets shown above include $17 million (1993 -

320 million) of these receivables in current assets.
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CONSOLIDATED

NOTES TO

FinxancralL

STATEMENTS (continued)

December 31, 1994 and 1993 ¢(tabudar amounts (e millions of Canadian dodlaes)

(b)Y Loug-lerm borrowings al Augusta and Alabama

are wilthoul recourse 1o Abitibi-Price Inc.

{¢) On December 16, 1994, the Company purchased an
additional 49% interesl in Gaspesia, a newsprinl mill
with annual capacity of 262,000 tonnes locatled in
Chandler, Quebec. Prior o this acquisition, Gaspesia
wits operaled as a joint venture and accounted for
using the equity method. The revenues, expenses,
assels and liabilitics of Gaspesia have heen fully
consulidated in these financial statements subsequent
to the purchase dale, The $335 million (1995 - $38
million) loss [rom newsprint joinl venlures, betore
income taxes, includes the results ol the Gaspesia
joinl venmture for the period prior to the purchase date,
This acquisition has been aceounted for using the
purchase method of accounting and the acquisition

cosls have heen allocated as follows:

Current assels $ 8
Iixed assets 9
Deferred pension cost 3
Bank foan (16)
Gther current liahilities (2)
Acyuisition costs 32
1. Losa=riry nesr
1994 1945
Abitibi-Price Ine.
7.92% notes, maluring in 2005
(U1.5.3200 million; 1993
- L.5.3200 million) % 250 $ 264
Sinking fund debentures
10.65% Series 1T, maluring in 2000
(U.8.%+1 million; 1993
- 115350 million) 57 GG
Other 4 7
341 357
Less: Amount due
within one year (12) (13}
$ 329 $ 324

Sinking fand and other long-term debt repavment
obligations for the years 1996 to 1999 are $12 million,
$43 million, $43 million, and $40 million, respee-
tively. The outstanding sinking fund debentures

and notes are currently redeemable at the option

of the Company.

.0 MU s rrevs

1994 1995
L.oss on sale of Pine Falls,
Manitoba mill $ 21 s -
Cosl of employee restructuring
programs 8 18
Thunder Bay, Onlario
mill closure cosls - 4
$29 $ 22
O, OV TTHER INCONE AND EXPLNSE, NET
1994 1993
Inlerest income $11 § 2
Iiscount on sale of
accounlts receivable (3) b
Forcign exchange loss
on working capital (2) (6)
Other (&) (1)
$(H ¥ (9

7. RCOYERY QF INCOME TAOES

The Company’s recovery ol income laxes and the

effective income tax rate pertaining lo continuing

operations are as follows:

Restaled
(riaite 2}
1994 1995
Loss from continuing operalions
hefore income taxes % (80) 5 (149)
Recovery of income laxes $ 29 $ ot
Elective income 1lax
recovery rale 36% 34%
Made up of:
Combined basic Canadian
federal - provincial
income tax rale 40% 40%
Iiltect of:
Manufacturing and
processing tax deduction {3) (H
Large corporations 1ax (3) (2
Tax rale differentials 3 2
Losses not tax altected (2) (3}
Other 1 1
Effective income
lax recovery rale 36% 34%

HBmBI-PRICE
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Al December 31, 1994, 1the Company and ils subsi-
diaries had approximaltely $356 million in lax

loss carry-forwards available 1o reduce laxable
income in future vears and which expire belween
1998 iind 2009. The potential future benefit
associated with approximalely $22 million of these
losses has not been recorded in these financial
slalements,

8. INSCONTINUED OPERVITONS

The losses recorded on the sales of non-core
businesses, net of income lax recoveries of $2
million (1993 - 7 million), are as follows;

1994 1993

Converled products $(4) $ (1)

Coated papers - (3)
Loss on disposal ol

discontinued operations $ (4 $(13)

On December 31, 1993, the Company reclassified

In 1993 the net assels relating 1o discontinued
businesses in lhe amount of $40 million were classi-
fied on the balance sheel as net assels held for
divestilnre. Accounts pavable and acerued labilities
at December 31, 1994 ol $337 million (1997 - $298
million) included $21 million (1993 - $23 million)

of obligations relating to discontinued operations,

G, VCCOUNTS RECEINVABLE

Under agrecments with certain banks, the Company,
on an ongoing basis, sells accounts receivable 10
two of its whollv-owned subsidiary companies,
Those companies then sell qualified receivables,
wilh minimal recourse, Lo the banks. The Company
acls as a service agent for these banks and admini-
sters the collection of the accounts receivable, M
December 31, 1994, these banks owned $124 million
(1993 - $80 million) of such receivables,

10, INvENTORIES

) 1994 1993
its converted products businesses o discoutinued oper- - e
ations, The coated papers business was reclassified lo l'|n|.~:|u|‘|l.|n'uduvls and $ 80 5 83
. . . . . work in process > 8)
disconlinucd operations in the third quarter of 1992 . I -
. o . I Malerials and operating
and sold in 1993, The Company sold ils Price Wilson supplies 31 12
and Hilroy converted products businesses on June 10, Pulpwoaod and costs of
1994 and November 30, 1994, respectively. The loss on current logging operalions 36 32
sale of discontinued operations included allocated $ 167 $ 157
interest expense of $1 million (1993 - $1 million).
T, FINED yss$ETS
1994 1995
Nel Nel
Accumulated Book Accumulaled Book
Cost depreciation Yalue Cosl depreciation Value
Property, plant and equipment $ 1,851 $ (97 $ 879 $ 1.750 B (896) $ 834
Logging cquipment and development 90 {(70) 20 95 (73} 22
Timber limits and waler power rights 20 (13) 7 22 (13} 9
$ 1,961 $ (1,055 5 906 ¥ 1.847 % (982 $ 863

During the vear, $1 million (1993 - $1 million) of interest was capilalized lo fixed assels,
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CONSOLIDATED FINANCIAL

STATEMENTS (continued)

December 31, 1994 and 1993 Aabular amaunts in willions af Canadian dalluars)

T2 INVESTMENTS AND OTHER ASSETS
1994 1995

Pine Falls Paper Company Limited

Subordinated debenture

maturing in 2004, bhearing

10% simple interest 1o 2000,

17% semi-imnual compound

interest payable therealler %26 ¥ -
Perkins Paper Lid.

Convertible, redeemable,

subordinated debenture

bearing interest al 6%

per annum, maturing in 1999 14 -
Unrealized loss on lranslalion

of long-term debt pavable

in LLS, funds 15 6
Unamortized discounl on

long-term debt and

converlible subordinated

debentures G 7
Developmenl cosls G 4+
Other 22 B

$ 87 §28

15 Basn oy

The loan of $32 million is a demand loan Tacilily al
the Company’s Gaspesia subsidiary. Al December 31,
1994, 1he Company also has commitled operating lines
of credit with a number of banks in the aggregale
amount of $353 million which are renewable al the
option of the banks annually. Borrowings under bank

lines of credit bear interest al prevailing markel rates,

FE, CONVERTIBLE SUBORDINVILD DEBENTLBES

The 7.85"% converlible subordinated debentures,
issued on March 4, 1993 in the principal amount ol
3150 million, are due on March 1, 2003, The deben-
tures are convertible into 66.67 common shares of
the Company for each $1,000 debentare al the option
of the holder. The debentures are also redecmable
by the Company on or alter March 1, 1996 under
cerlain conditions and may, at the Company’s oplion,
be converled into common shares on redemplion

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

Company's presenl intention Lo repay the debentures

with comimoen shares, subject Lo all necessary
approvials, these debentures have been classified
under the combined caption *Convertible

Subordinated Deberures and Shareholders’ Equity™.

1. CAariry STOCK

The Company is governed by the Canada Business
Corporations Act and is aulhorized lo issue an unlimited
nurnher of preferred shares and common shares.

On April 18, 1994, 1he Company issued 10 million
common shares at a cash price ol $17.35 cach wilh
total nel proceeds of $167 mitlion. On September 8,
1993, the Company issued 8 million commaon shares
al a cash price of $12.75 cach with total nel proceeds
ol $68 million.

At December 31, 1994 the Company had 2,219,240
(1995 - 1,905,800y managemenlt stock options out-
standing thal are exercisable at prices helween
$12.25 and $19.375 and which expire between 1995
and 2004, O these stock options, 78% can be exercised
in 1995, 12% in 1996 and the remaining 10% in 1997
or subsequent yvears, During 1994, 131,558 common
shares were issued on exercise of slock oplions tor
nel proceeds of $2 million.

The $0.94 Cumulative Redeemable Retraclable
PreTerred Shares Series 15 which were issued at $11.50
per share, are redeemable by the Company at $11.50
per share and are retractable al $11.50 per share
al the eption of the holder on January 1 in cach
vear, In 1994, 517,980 shares were retracted (1993
- 202,201 shares).

The paviment ol a cash dividend on the Company's
common slock is restricted under the 7.92% notes and
bank line of credit agreements, Dividends on common
stock are allowed under cerlain condilions, subject to

the Company generaling sufTicienl nel income,
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16, CHANGES IN THE NON-CASTE WORRKING
CAPPINL COMPONENTS OF CONTINLING
OPERAVTTIONS

1994 1993
Cash generated (used) by changes
in non-cash working capital
components:
Decrease (inerease) in
current assets:
Accounls receivable $(29) 3557
Inventories {10 7
Prepaid expensces 3 -
Increase (decerease) in
current liahilities:
Bank loan 32 -
Accounts payable and
accrued liabilitjes,
net of an incerease in
liabilities on lixed
assel additions of $20
{1993 - $ nil) 19 34
15 (84
Changes in non-cash working
capital not pertaining 1o
operating activities of
conlinuing operations:
Acquisition of Gaspesia {20) -
Sale of Pine Falls,
Manitoba mill (19) -
Disconlinued business
operations and other (2) 33
Changes in the non-cash
working capilal components
of continuing operalions $ (26) $(51)

17, PENSTON PLANS

The Compiany’s pension plans, covering most
cmployees, are primarily contributory, defined benefil
plans that provide pension benelils based on length of
service and linal average carnings, The Company has
an obligation to ensure that there are sulficient lunds
in these plans lo pay the benefits earned and.
although thre Company’s contributions vary from year
lo year, they are made in accordance wilh the annual
contribution requirements ol regulatory authorities.
The following table displays the funded status, on
an accounting basis, of the Company’s pension plans:

1994 1995
Market value of assels 8 763 $ 825
Actuarial present value of
accumulaled plan benefils
hased on currenl service
and compensation levels:
Vested 686 668
Non-vesled 11 9
697 677
Excess of market value ol
assets over accumulated
henelit obligations $ 66 ¥ 148

In 1994, pension plan assets were incereased by
Company and employvee contributions of $31 million
and were reduced by benefit pavments and plan
expenses of $76 million and pension plan investment
losses of $17 million.

On a going concern basis, using assumplions
required by regulatory authorilies, the pension
plans had an aggregate unfunded Liability of
approximately $10 million (1993 — $10 million) at
the time of the latest actuarial valuation reports,

TR, FORETGN CURRENCY [HEDGING

AL December 31, 1994, 1he Company had options

of U8, $545 million, maturing from January (o
December 1995, These options protect the Company
in 1995 against the United Stales dollar value ol

the Canadian dollar rising above an average of

LS. $0.75 and which, in the event of a weakening
Canadian dollar, obligate 1he Company to buy

Canadian dollars al rales which average LS. $0.69.

19, FKNVIRONMVENTYL COMPLIVNCE

The Company is required to meet various deadlines
for compliance with environmemal legislation

in a number of jurisdictions. The deadlines tor
compliance are October 1, 19935 Tor mills located

in Quebee and December 31, 1995 for mills in the
rest of Canada, The Company anlicipates heing

in compliance wilh these regulations belore these
deadlines take effecl.

The Company’s cost of complying with federal and
provincial effluent discharge regulations is currently
estimated to be $148 million of which $42 million has
heen spent by 1he end of 1994 and has been capital-

ized Lo Nixed assels,
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NOTES TO CONSOLIDATED

CSINANCIAL STATEMENTS (continued)

F

December 31, 19 and 1993 dabular amaunts in millions of Canadian doflars)

2 TLEASE COMMITMENTS

The Company has operaling lease agreements for
the rental of properly, equipment and the charler
ol cargo vessels, The minimum annuaal rental
payments under these leases are as follows:

1995 % 16
1996 10
1997 3
1998 2
1999 1
Remaining vears 3

$ 35

20 U NITED STVIES vCCOUNTING PRINCIPLES

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 malerial respects with those
in the United Siates, with the following exceplions:

(i) Unrealized exchange gains or losses arising on
translation of long-term debt payable in LS, funds
hedged by a future income stream denominated in LS.
funds are deterred and included in carnings in the
same vears as the income stecam. Under LS, GAAPR,
such gains or losses would be ineluded in carnings as
they oceur. Realized gains and losses relating lo
forward exchange contracts which hedge Tuture
anticipaled sales are included in carnings a1 the time
of the sales. Under LS. GAAP, unrealized gains and
losses on contracts entered into prior to oblaining firm
siles commiltments would be included in carnings,

(i} The Company provides health and life insurance
bhenefils o its retlirees. The Company’s cost ot pro-
viding these benefits is expensed when paid. Under
LS. GAAPR and assuming immediate recognition of the
unfunded transilion obligation in 1995, the unfunded
and unrecognized service and interesl costs and

the unfunded transition obligaltion would be charged
lo income. Subsequent lo 1993, carnings are charged
wilh the cost ol benelils carned by employees as

services are rendered.

(iii) The Company lollows the deferral method of
accounting for income laxes, Under 1.5, GAAP, the
asset and liability method is used. The Company
adopted Statemenlt of Financial Accounting Standards

No, 109 (*FFAS 1097y on a prospective basis o 1993 re-
sulling in an inerease in earnings and a reduction in
the deferred tax liability ol approximaltely $24 million.

{iv) Under LS, GAAP 1he Tull impact of the tax
agreement relerred (o in Nole 2 would be recorded
in 1994 and the 1993 financial stalements would not
he restated.

IT treated in accordance with LS, GAAP, the

Ruestatoed
(nofe 2)

1994 19495

cllecl of these dilferences would bes

[L.oss from conlinuing operalions,

reported under Canadian GAAP
Prior period adjustimenm

under Canadian GAAP (11) 1
Linrealized (gain) loss

on translation ol long-lerm

$ 31 % 98

debt payable in .5, lunds 7 n
Reduction of post retirement

benefils expense (IFAS 106) 1) (1
Reduction of income lax

expense (FAS 109) (1) ()

Loss from continuing

operalions under L5, GAAP 32 105
Change in accounting polivies:
Fmiployee post-retirement
benelits expense, nel of
income laxes (FAS 106) - 14
Adoptien of FAS 109 - Income taxes - (22)
32 97
Loss from discomtinued
operations under
Canadian and U.S, GAAP 1 13
Loss Tor the vear under LS. GAAP & 36§ 110
Dividends on preferred shares 1 1
Loss attributable 1o common
sharcholders under U5, GAAP 37 111

Per Common Share:
Loss rom conlinuing operations
under Canadion GAAP % 0.62 $1.38
Adjustments 1o conform
lo .S, GAAP (0.23) 0.10

Loss [rom conlinuing

operations under LS. GAAP $0.39 3148

Loss under Canadian GAAP % 0.66 $ 1.56
Adjustments to conform

10 1.8, GAAP 0.22)  (0.0D)

$041  51.33

o

Loss under LS. GAAP
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QuarTeErLY Finaxcrian INFORMATION

(unaudited) Lut* Znd* 3rd* 4th 1994*
(millions of doflars, excepl per share amounts) Quarler Quarter Quarier Quarter Total
1994
Net sales $ 471 $ 519 $ 333 $ 568 $2,111
Operating profit (loss) from
continuing operalions (11) 3 9 25 26
Unnsual items (22) ()] - (2) (29)
Profit (loss) fromn continuing operalions (40) (16) (5) 10 a1
Loss from discontinued operations - - - &) 4)
Profit (loss) for the peried 40) (16) (5) 6 (33)
Per comnmon share:
Profit (loss) from continuing eperations $ (0.52) % (0.18) $ (0.04) $ 0.12 % (0.62)
Profit (loss) for the period (0.32) (0.18) {0.04) 0.08 (0.66)
Dividends declared - - - - -
Dividends paid - - - - -
Price range per common share
Toronlo Stock Exchange
High $17.00 $17.25 $20.63 $ 20.25
Low 15.25 15.63 16.25 16.50
New York Stock Exchange (1.8, Dollars)
High $13.75 $13.13 $15.25 $ 15.13
Low 11.38 11.50 11.75 12.00
Weighted average number of
comnion shares outstanding (miltions) 77.3 §1.4 83.4 84.4 84.4
Tst™ 2nd” Frd* 4h* 1993
(millions of dollars, exeept per share amounls) Quarler Quarter Quarter Quarter Total
1993
Net sales § 455 $ 462 $ 466 $ 486 $ 1,869
Operating profit {(loss) lrom
continuing operations (23) (11) +4 (10) (40)
Unusual items - (n (16) 5 (22)
Loss from continuing operations (26) (19 (23) (30) (98)
Loss from discontinued voperalions n - () (10) 13
Loss for the period 27 (19) 25 (40) (111)
Per common share:
Loss fromn continuing operations $ (0.39) $ (0.27) $ (0.33) $ (03D $ (1.38)
Loss for the period (0.40) (0.28) (0.39) (0.53) (1.56)
Dividends declared 0.125 - - - 0.125
Dividends paid 0.125 0.125 - - 0.25
Price range per common share
Toronto Stock Exchange
High $16.00 $16.00 $13.88 $ 15.88
Low 12.75 13.25 10.75 10.88
New York Stock Exchange ¢£.8. Dotlars)
High $12.63 $12.63 $10.63 $11.88
Low 10.25 10.50 8.25 8.25
Weighted average number of
common sharcs cutstanding cmitiions) 69.3 69.3 70.0 71.8 71.8

* Financial results for the year ended 1993 ane the first three quarlers of 1994 have heen restaled Lo reflect the impacl of an agreement
reached in December of 1994 hetween taxation authorities in Canada and the United States that changed the allecation of the Company’s
taxable income between those countries, This change had a cumulative earnings impacl of $17 million, $1{ million of which reduced the
Company’s 1993 loss and $6 million of which reduced the loss for the first three quarters of 1994,
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ELEVEN-YEAsR Fixaxciyv REview (2

(unaudited)
Year ended Deccmber 31 1994 1693 1992

SALES AND EARNINGS 8 millions)

Net sales $2,111 $ 1,869 $ 1,601
Cost of sales 1,913 1,727 1,557
Selling and administralive expenses 91 99 95
Depreciation and deplelion 81 83 87
Operaling profit (loss) from conlinuing operations 26 (40 (138)
Income (loss) from newsprint joint ventures,

before income taxes (33) (38) (50)
Inlerest expense - long-term 40 39 29

- short-lerm - 1 3

Unusual items 29 22 65
Other income and expense, net 4) (P (11)
Earnings (loss) from continuing operalions, before

income taxes and extraordinary items (80) (149) (296)
Recovery of (provision for) income taxes 29 51 104
Earnings (loss) from continuing operations,

before extraordinary ilems (63} (98) (192)
Farnings (loss) from discontinued operalions, net of taxes (4 (13) (27)
Extraordinary items - - -
Net earnings (loss) for the year (55) (111) (219)

DivinENDS DECLARED (8 mitlions)

Preferred shares $ | $ 1 § 2
Comimon shares® - 9 35

Carityn Exrespirt RES P ROM CONTINUING QOPERNIIONS €8 millions) $ 72 $ 30 $ 21

Fisancisn PoserioN 8 milliens)

Working capital, excluding nel assets

held for divestilure $ 224 $ 146 $ 45
Net assets held for divestiture - 40 54
Fixed assels, net 906 865 917
Long-term debt 329 324 383
Deferred income taxes 112 150 213
Preferred shares 11 17 20
Common shareholders’ equity 838 724 745

PER Covyvos Stuaneih

Earnings (loss) from contlinuing operations,

before extraordinary items $ (0.62) $ (1.38) $ (2.79)
Net earnings (loss) for the year (0.66) (1.56) (3.19)
Dividends declared? - 0.125 0.50
Dividends paid® - 0.25 0.50
Common shareholders’ equily 9.93 10.08 10.75
Return on average common shareholders’ equity - - -
Long-lerm debt/long-term debi plus shareholders’ equity 28% 30% 33%
Number of employees at December 31 6,381 7,470 8,630
Noles:

) 1993 aud 1994 figures have been restaled W recerd the impact of a prior peviod adjusiment caused by a change in the allocation

helween couutries of the Company’s laxable income and losses,
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1991 1990 1989 1988 1987 1986 1985 1684

$ 1,533 $ 1,635 $ 1,732 $ 1,822 $ 1,634 $ 1,573 $ 1,401 $ 1,400
1,367 1,447 1,430 1,395 1,508 1,280 1,227 1,196
81 100 109 102 87 74 73 63

90 89 88 83 71 64 60 60

(5) (1) 104 242 168 155 131 81

(1) (9) 4 29 20 21 10 6

28 26 28 37 29 26 32 51

7 16 5 1 2 2 2 1

38 54 22 - - - - -

7 12 14 13 13 5 18 18

(72) (94) 67 246 170 153 125 73
30 35 (31) (99) (72) (68) (48) (17)

(42) (59) 36 147 98 85 77 56
(34) 9 18 41 28 25 23 16
- - - 3 - (3) - @)

(76) (50) 54 191 126 107 100 70

$ 2 $ 2 $ 6 ] 8 $ 8 $ 9 $ 9 $ 8
35 35 61 69 49 42 47 25

$ 28 $ 87 5 141 $ 130 $ 198 $ 221 $ 150 $ 79
$ 121 $ 179 § 308 $ 521 § 572 $ 425 $ 334 § 385
255 305 312 265 253 218 239 165
1,041 1,103 1,118 1,085 1,047 965 856 790
369 388 405 456 561 413 433 400
350 407 417 389 296 255 220 194

21 27 31 115 121 123 124 104
1,001 1,113 1,200 1,212 1,098 1,029 837 793

$ (0.62) $ (0.88) $ 0.44 $ 2.01 $ 1.30 $ 113 $ 1.06 $ 0.76
(1.12) (0.76) 0.70 2.64 1.70 1.46 1.42 0.99
0.50 0.50 0.875 1.00 0.70 0.60 0.73 0.40
0.50 0.50 1.00 1.00 0.60 0.60 0.58 0.40
14.44 16.06 17.32 17.50 15.86 14.86 13.04 12.40

- - 4% 16% 11% 11% 11% 8%

27% 25% 25% 26% 32 % 26% 31% 31%
12,068 14,300 15,600 16,200 16,000 16,200 15,500 14,800

@ Four quarterly dividends were paid in each of the years 1983 to 1992, but because of changes in dividend declaration dales, Lthree
dividends were declared In (983 and five in 1985. Common shnare dividends were suspended aller the first declaration in 1993,
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DIREC

TORS

André Caillé (3, 6)

President & C.F.O.

Gaz Metropolitain Inc,
Maontreal, Québec

Richard Drouin, Q.C. (2, %)

Chairman and Chiel Execative Officer
Hydro-Québec
Sillery, Quéhec

Stanley I1. Hartl, Q.C. (1. 2)

Chairinan, President & Chicl Executive Offtcer

Camdey Corporation
Toronto, Onlario

. Earl Joudrie (1, 5, 6)

Chairman

Algzoma Steel Ine, and

Gull Canada Resources Limited
Toronto, Ontario

Bernd K, Koken (1.4, %)

Chairman

Abilibi-Price Inc,

Osprey, Florida

Claudelte Mackay-Lassonde (4, 6)

President
Firelight Investments Lid.
Toronto, Ontario

C. Edward Medland (3. 1, 3)

President
Reaunwood Investments Ine,
Toronlo, Ontario

Allan I1. Michell (2. 4)
irecior

Montreal, Quehee

Henry 1. Nowak (4, 6)
Allorney-al-Law /Consultant

Bulfalo, New York

Ronald Y. Oherlander (1)

President & Chief Exccutive Officer
Abitibi-Price Inc.
Toronte, Ontario

John A. Tory, Q.C. (1.3, %)

Depaty Chairman
The Thomson Corperation
Toronty, Ontario

David AL Ward, Q.C. (2, 6}
Partner

Davies, \Ward & Beck

Toronto, Onlario

(1) Exceutive Committee

The Executive Committer acts on behall of the board of
dircctors between regular hoard meetings on matters
requiring Company action belore the board can be assem-
bled. These mallers will usnally have heen addreessed
previously by the hoard, which will have provided direction
to the Executive Commillee. In addition, the Committec
reviews long-term strategice plans, annual objectives,
major capital projects and invesiment strategies as well

s significant acquisitions and divestitures.

(2) Audit Committee

None ol the members of the Audit Commitiee are officers
of the Company. This Committee reviews all audited
financial statements with management and the share-
holders” auditors and, alter satistving ilsell as to the
inlegrity of the slatements, recommends twir approval
by the board. The Audit Committee aiso reviews changes
in accounting policies o salislies itselt as Lo the effec-
liveness of andit programs and internal control syslems
and procedures. The Cononillee meets regularly with
both internal and external audilors, with and without
mianagement, to consider the results of their audils and
other activities they supervise, The Committee also
recomniends the appointment of the Company’s external
auditors Lo the hoard,

(3) Human Resceurces and Compensation Commitiee

The Human Resources and Compensation Committee
aversees compensation and career development tor the
Company’s olTicers and managers.

(#) Pension Fund Commitlee

The Pension Fumd Committee advises the board with
respect o all funding, administralive and policy matlers
relaling to the Company’s pension plans,

(3) Corporate Governance Committee

The Corporate Governanee Commiltee recommends lo
the board the slate of director candidates te be proposed
for clection by the shareholders at the annual meeling,

It recommends candidates to Nl vacancies on the

board as they oceur and oversees all matters ol corporate
governanee. The Corporate Governance Committee

also directs all administrative matters of the various
committees of the board and the effectiveness of the
board and committees,

(6) Environmenlal Committee

The Envirommental Comnittee oversees and advises the
board wilh respect to the Comnpany's enviromnental matiers.
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INFORMATION

MARKET SECHRITIES INFORMAYTTION

Common Sharcs

Comimon shares of the company trade on the Toronto,
Montreal, and Yancouver stock exchanges under
the ssmbol A and on the New York Stock Fxchange

under the symbol ABY,

Convertible Debentures

In March 1993, the company issued Converlible
Debentures bearing an annual interest rate of 7.85%.
These securilies trade under the symbol A1) on the
Toronlo and Montreal stoek exchanges. On a (ully
diluted basis these debentures represent 10,000,000

conumon shares,

Instalment Receipls
In January 1994, the company’s former principal
sharcholder oftered lor sale all of its 34,531,182
Abitihi-Price common sharces on an instalment
basis. The firsl instalment of $6.25 per share was
paid upon elosing ol the otfering. The second
instalment of $5.00 per share was paid on Januar
31,1993, The third and linal instalment of $3.00 per
share is pavable on or before October 31, 1995.
Prior to January 31, 1995, the instalment
receipts traded under the symbol AR on the
Toronto and Montreal stock exchanges. Since
that date the instalment receipts trade on those

exchanges under the syinbol ALl
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The annual general meeting of shareholders of
Abitibi-Price Inc. will be held at Reception Hall,
Room 104, Lower Level, Metro Tofonto Convenlion
Centre, 255 Front St. West, Toronto, Canada, on
Monday, April 17, 1995 at 2:00 p.m.

Montreal Trust Company

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

Harris Trust and Savings Bank

Chicago, U.S.A.

Price Waterhouse

"Toronto, Canada
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Pages: 10-11: André Souroujon
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This report is printed on paper containing recycled fibre.

Additional information about the affairs of the
company is available at no cost by contacting
the company al:

Abitibi-Price Inc.
Communication & Public Affairs
207 Queen’s Quay West, Suite 680
Toronto, Ontario

Canada M5J 2P5

Telephone: (416) 203-4810
Facsimile: (416) 203-5090

Upon requesl, the company will make available

-copies of its annual report, annual information

form, managemént proxy circular, interim reports
and news releases.

Environmental Report

Last April, the company published its first
Environmental Report. Copies of that report are avail-
able on request. The company plans lo issue ils
second environmental report towards the end of 1995.

Annual Information Form (Form 10-K)

Theé company’s Annual Information Form (AIF) is
filed with securilies regulators in Canada and the
United States.

Under the Multi-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 Form 10-K.

Interim Reports (Form 10-Q)

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 equivalent filing to Form 10-0Q.

Robert J. Tait
Manager, Investor Relations

Telephone: (416) 203-5089
Facsimile: (416) 203-5090
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