McGILT UNIVERsITY

MAY 21 1997

TREASURY DEPARTMENT

Unlocking our potential

Crealing our futurce lhrough being the finest and growih

1996 A~NxNtvaayL Reronr



..x:’ th 1gh based in Canada,

" p—

| N * 1"5"- _;;~ global paper company

m%

Mill by Mill Review

Alabama River Newsprint
Claiborne, Alabama

Alma
Alma, Quebec

Augusta Newsprint Company "
Augusta, Georgia

Beaupré
Beaupré, Quebec

Fort William o . WS & e O - ~.] ) o
Thunder Bay, Ontario 145 &5 ‘;(gr" m/ft*‘ North America 68 A)
R : ‘ty ; s -

Gaspesia Pulp and Paper Company
Chandler, Quebec 258

International
Grand Falls

Stephenville, Newfoundland s g - 90 ‘ 1996 Groundwood
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Kénogami ' - -;: ‘ Latin America 89’
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Total 1,508 663 2,17

{1} Capacity tigures shown for Alabama River Newsprint and Augusta Newsprint Company represent our 50% interest in these mills.
(2) Working towards 1S0 9003 certification.
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Financial Highlighi

Far the Year {In millions of Canadian dollars, except per share dalal

Financial Summary
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Earnings {lass) from continuing operations
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Common shareholders’ equity
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Bank loan
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I.Leller to Shareholders

Unlocking our

Pote

‘]996 was a year Dyespite tangh global markel conditions, we are sable (o look
hack on 1996 with pride. Some ol the maost signitican! accoms-
of tremendous
plishiments were as follows:
aCCOmp|IShment e Ounrnel ecarnings in 1996 were SO million or $101 per
ate . share, despite the Targest and Tastest Tall in North American
at Abitibi-Price.

newsprint prices — i 12-month drop ot approximatels
L .S5240 perlonne:

¢ Ve achieved world-class eficienes levels in onr neswsprinl
operations ol 88,1 % a greal accomplishment gisen the
numerous start-ups and shut-downs related to the 157,000
tonnes of downtime that we deeided 1o ake:

e Our $212 million imvestmend in thermo-mechanical palping
CTUNPY in Ama, Quebee, and Troquais Falls, Ontario came

on-line ahead ol schedule, and at a Tower installed cost per

/ABMBI-PRICE 2



Ronald Y. Oberlander

Chairman and

Chief Executive OHicer

lonne than any other TMP project of comparable size, and is expected 1o reduce our anmual cost
base by $60 million:

Seven of the company’s ten mill business units have met our Cornerstone crileria on ¢osl per-
formance. cash Mow and productl positioning — and in respect ol the three nen-Cornerstone
mills, we are aetively engaged in selling the Fort William nuill in Thunder Bay. Ontario, and are
continuing to sceh solutions for the mills in Chandler and Jonquicre, QGuebec:

After severe floading hit Quebec’s Saguenay Region and damaged o Kénogami mill in Jonquiére.
the mill was up and running again in only 12 davs doe o the tremendous dedication and hard work
ol our mnill’s employees — and at the same time this mill along with our mill io Ahma provided cra-
cial cimergency aid to the vegion’s inhabitants during and after the disaster

Our share price rose by over 10% despite our high sensitivity lo changes in newsprint prices, which
fell 32% in 1996,

Consistent with our stated zoal of consolidation, on February 14 1997, we announced oar intenlion

1o amalzamale with Stone-Consolidated,



Letiter Lo Sharcholders continuved

Becoming the Finest

This list of accomplishments is impressive, bul it has only heen possible due to the will and desive of our
emplovees 1o propel Abitibi-Price toward becoming the finest manufacturer and marketer of ground-
wood papers — the {irst parl of our lwo-part strategy. I'll address Lhe second part, growth, in a moment.

Through our efforts to become the finest, we began to unlock our potential to creale superior
shareholder valuc. In the pages immediately following this letler, you will he able 1o judge lor vour-
self the success of our efforts. The henchmarks we used were those oullined in last year’s report.
We measure our performance against our goals and the performance of our compelitors.,

Working to meel our largets has resulled in a treimmendous improvemenl at Abilibi-Price for the
benelil ol all stakeholders. While we have not mel every targel, we are pleased wilh the overall per-
formance and improvement. Qur dissatislaction with the areas where our performance did not
reach our targel drives us 1o do belter.

It is no coincidence that as we have moved closer to becoming the Tinest, our return to
shareholders has improved dramalically. In 1996, this relurn increased by 13% despile the plunge

in newsprint prices.

Growlh
As | have previously reported 1o you, we strongly believe thal growth is more than just increasing our
capacily or revenues — our objective is lo increase share price.

We sel stralegies for the growth of our core business in iwo directions: North American consolida-
tion and joinl venture partnerships in expanding international markets, where we already have an
eslablished marketling prescence,

In North America, we believe Lthat sticking Lo our core business ol groundwood papers is the way

1o capitalize on the core competencies that we have buill in manufacturing and marketing. 1 spoke at

/ABMBI-PRICE 4



Through our efforts to become Lhe flIlGS[,

we began Lo unlock our potential 1o creale

superior shareholder value.



lLettlter 10 Shareholders continuved

last year’s annual meeting about the need for consolidation in this industry and the likely role that we
would play in thal consolidation. This led us to actively scek merger and acquisition opportunities
and as a resull, in February of this year we were able 1o announce our intention to amalgamale with
Stone-Consolidated. We helieve the ammalgamation provides a strong platform for further value-
crealing growth in North America and internationally.

Shifting our product mix towards value-added papers has also been an initiative al Abitibi-Price,
an initiative shared by Stone-Consolidated. In 1996, we looked at the potential of expanding further
into supercalendered (SCA) paper al our Kénogami business unit in Jonquicre, Quebee. However, a
proposcd project 1o replace three small paper machines with a twin for the mill’s existing SCA
machine left concerns abou! whether the product quality would match tuture demand. With our com-
petition bringing new SCA capacily on stream, we did not expect the project to provide the required
returns. While that projeet was cancelled, we continue 10 look tor solutions at this mill and for value-

added growth both in and outside of North America.

International Growlth

Internationally, our search for growth has been focused on our core business — both newsprint and value-
added papers. We have been seeking opportunities in regions where demand for groundwoaod papers is at
the highest levels and have concentrated on potential projects in Asia and South America.

Our objeclive in these regions is 1o become a ‘regional parluer of choice’. We have been seeking
opportunities to work with local partners who will lend their expertise and understanding of the local
political and cconomic environment. We are targeling small, staged invesiments, bul only in projects
that will open up opportunities for tuether investment when satisfactory returns are caplured [rom the
initial investments.

We already sell our paper in these high demand growth regions and expect thal by creating a
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We continue to look for

value-added gI‘OW[h both in and

outside of North America.



[.etter Lo Shareholders continued

local presence in these markelts we will also open up new opportunilies to sell our North American
produced paper. We have heen working hard Lo establish our human bridges in these regions and
are much more conlident of the investment potential in one or hoth of them. We helieve that this is a
valid strategy for the fulure.

The third avenue that we considered for growlh was in our non-core Office Products Division. In
1996, we purchased Tenex for $47 million. Tenex, a Canadian distributor of dala processing supplies,
boosted 1996 revenue lor the Division hy $85 million. The Division is a successful, growing asset that
has generated signilicant value since its inception. However, il does nol fit with our long-term strategy
and can be divested for value. The proceeds [from ils divestilure could provide capital lo invest in high-
return projects in our core business.

Over lhe past live years, we have achieved better balance in meeling our responsibilities towards
all stakeholders — our employees, our customers, our communities and, of course, our shareholders —
and we value lheir continued support. We have increasingly sought opportunities with you to talk
openly about our progress and our plans flor the future, and to listen to your questions and concerns.
We will continue our commilment to this bwo-way communication as your views have provided valu-
able inpul into our sirategies lo achieve the hest returns on your investment,

We are convinced Lhatl our vision o become the finesl will further unlock our potenlial and make
us a stronger company. YWe believe Lhat the siralegies we have followed will continue Lo deliver sus-

tainable growth in shareholder value.

" Conanstlc

RONALD Y. OBERLANDER
Chairman and Chief Execulive Olicer
April 14, 1997
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We belicve Lhat the Stl’ategies W

have Tollowed will continue to deliver

sustainable growlh in shareholder value.



Beeoming the Finest

We have not met all of our goals to become the finest, We have,

Is Abitibi-Price the finest?

Last year we oullined some critical measurements that we sel o define our goal of however, unlocked enough of our potential to learn what it takes

becoming the world's finest manufacturer and markeler of groundwood papers. To 1o be the finesl. In the table below we describe cach measure,

he judged the finest, we explained that we must perform strongly in areas thal define our target and show our progress lo date,

You be the judge...

were benefieial Lo each of our four principal slakeholder groups.

What weaimed to achicve How we measured up

Average Abitibi-Price Competition Rank
» i : 5-year 10% 15% Fiof 4
- i Be the best forest product investment opportunity. Five-year average retun to shareholders, higher than our key 3-year 13% 15% 34 of 5
< North American competitors’ returns. 1996 13% 12% 24 0f 6
(=}
= ;. , . X Our pre-tax ROCE to be greater than our six key North Ameri- . . g
@ 2 carn a return on capital employed (ROCE) greater than competitors. ] can competitors’ ROCE for the most recent year in which data 1995 1% 2% 3
o was available.
Ve
e X : , y ; 5 of 8 newsprint mills and 2 of 3 value-added papers mills in
2 Realize lower production costs than our competitors. Average mill costs must rank in the lowest quartile of North low-cost quartile; the average of all newsprint mills (adjusted
American mills in each major product category. for downtime) within $2 per tonne of target.
(7]
= Achieve the best overall safely record in our industry. Lost-time accidents had to rank in the top 10% of Canadian Since 1991 the number has dropped from 75 to 19 accidents per
> industry (below 16 per million man hours). million man hours, still slightly above the target.
o
i ; 75% of employees must rate company as good or better than A o e
= Achieve a superior level of employee relations. it was in areas relating to reputation, training, safety, and FAYS AcHISs D commny s
w job satisfaction. sions exceeding the target.
w
e
(V]
E -
o il Sustain high levels of customer satisfaction at low cost. 75% of customers rate the company as the sole or preferred For the year 1396, the company achieved a rating of 74%.
;’ supplier in an independent survey.
o
= Maintain full compliance with all environmental regulations. Must placs it ton,gueroicionCanacRlinEE AR eSSt Average in 1396 was 1.3 incidents per mill per year.
o 2.5 incidents per mill per year.
(&)
o . . . . . .
7] We will voluntarily seek certification that our practices meet First steps t.all(en in multi-year proce-ss of cerfuﬁcallon. With a
‘gap analysis’ done and a 2-year action plan in place we con-

Industry leadership through excellence in sustainabl ’ o i
A I g : suslainable forestl management practices. international standards. : -
tinue to seek certification.

/ABMBI-PRICE 10 1



Management’s Discussion and Analysis
of Financial Condition and Results of Operations

FOR THE YEAR ENOED DECEMBER 31, 1986

Contents
Cl overview |

1996 NET EARNINGS OF $104 MILLION
14 HIGHLIGHTS OF 1996

Il Operating Profit from Continuing Operations

17 Newsprint and Value-Added Papers
NEWSPRINT
North American Newsprint Market
19 International Newsprint Markets
20 VALUE-ADDED PAPER MARKETS
22 PAPER MANUFACTURING OPERATIONS
25  Office Products

26 Brokcerage Business

Financial Position and Liquidity

CAPITAL SPENDING
CAPITAL STRUCTURE
LiauiDITyY

Risks and Opportunities

CYCLICAL NATURE OF PAPER INDUSTRY
FOREIGN EXCHANGE
29 INTEREST RATE SENSITIVITY
LABDUR, POWER AND FIBRE STRENGTHS
30 CONSISTENT HIGH PERFORMANCE
CORNERSTODNE UPDATE
3 CONTINGENT LIABILITIES
ENVIRONMENTAL REGULATION

Operating Profit Sensitivities

Qutlook for 1997 and 1998

12




In 1996, we comtinued 1o make strides in fulfilling onr
vision ol hecoming the finest manufacturer and mar-
keter of groundwood papers. In pursuit ol that vision,
we have mmade significant improvements throughout our
operations over the last five years.

These improvemenls have parlially miligated the
downside ol the current evele. This is most evident
when comparing periods ol similar average newsprinl
transaction prices. During 1996 newsprint transaction
prices averaged L.5.5649 per toune for the year hul only
L.5.8573 per tonne in the second half ol the vear, very
similar to the L8833 per tonne lor the Tull twelve
months of 1990, Our annualized operating profit perfor-
mance for the second hall of 1996 was $82 million. an
improvement over 1990°s loss ol $18 million (after
adjustiment for inflation, currency and comparable
tonnes). The differemnce of $100 million is auribulable
principally lo improvements in our operations.

When we set our vision in 1990, we looked Lo the
long-term and envisioned svhat the future might look
like. Today, we are proud of our accomplishments and
report 1996 net carnings of $104 million or $1.14 per

share on a lTully diluted basis.

1996 NET EARNINGS OF $104 MILLION

What started as another very promising year quickly saw
a reversal ol the trend of improving quarterly results we
had experienced in 1994 and 1995, The Company
recorded net earnings ol $104 million in 1996 —
$168 million lower than 1995 earnings ol $272 million,
but a $160 million improvement over the loss ol $36 mil-
lion in 1994, Fully diluted nel earnings per common
share were $1.14 — down $1.76 Trom 1993 carnings ol
$2.90, but signilicantly hetler than the loss ol 66¢ per
common share in 1994, In the fourth quarter of 1996 we
recorded a net loss ol 89 million or 10¢ per Tully dilut-
ed common share. This was §99 million, or $1.05 per
fully diluted common share, lower than the fourth

quarter earnings ol $90 miilion in 1993,

13

The reversal of the quarterly earnings trend was
mainly duce 1o reduced sales volumes, Talling prices and
production downtime taken in the Company’s core busi-
ness — newsprint and value-added papers. Lower sales
volumes and selling prices and the prodoction down-
time taken in 1996 hampered our cash low as well as

our l‘i‘l]'l]illg.\'.

Paper Prices

Newsprint prices began a steady inerease I'rom March
1994 until carly 1996. From April through December
1996, newsprinl prices fell monthly — Irom a high of
L .S.8750 per tonne in March 1o LS $310 per Llonne in
Decemmber, a 32% decline, According to industry ana-
Iysts, value-added paper prices, on average, flell

20

approximately 2.6% froin December 1995 10 Decem-
her 1996, Lower newsprint and value-added paper
prices reduced our 1996 revenues by 386 million as
compared with 1995,

On average, our 1995 paper prices rose 47%
above 1894 levels for newsprint and 4% Tor value-

added papers.

Dowantime

In Ltte 1995 and early 1996, customers inercased their
inventories in anticipation of further price inerceases,
This resulted ina supply/demand imbalance in the
paper industry, Customer inventories were significantly
inflated, with the resalt that demand thronghout 1996
was generally lower than in 1995, To minimize inventory
accumulation al the mills. many major North American
paper producers, including Abilibi-Price. reduced their
1996 oulput by taking downtime. In lotal, we look
212.000 tonnes of market-related production downtime
in 1996 — 157000 wonnes ol newsprint and 533,000
tonnes of value-added papers. This market-related
downlime increased the fixed cost portion of our manu-
lacturing cost per tonne. No market-related production
downlitne was (aken in 1995 and 1984 due lo higher

demand in both of those years.,

JABmBI-PRICE



HIGHLIGHTS OF 1996

TMP Plants Started Up

In June. two thermo-mechanical pulping (TMP) planis
were started up, one at Alma, Quebec and the other at
Iroquois Falls, Ontario. In 1995 we committed o build
these plants in 13 months. Both start-ups were ahead of
schedule and at a lower installed cost per lonne than any
alher TMP Facility of their size. The wtal cost was $242
million, of which §136 million was spent in {996 and $86
million in 1993, The Company recorded restrucluring
charges of $28 million in June 1996 related o the wrile-
off of old assels replaced by the TMP plants and employ-
ce restructuring cosls,

The TMP investments are pivotal to our stralegy of
hecoming a leading international groundwood manu-
facturer. The TMP process is expected o lower our
annual production costs by $60 million throngh a reduc-
tion in the use of kraft pulp. labour and chemicals. Addi-
tional benelits of the TMP process include improved
paper guality and a more citicient, environmentally

cleaner manufacturing process,

Star Lake Hydro Project

We have converted surplus land and water righls in
Newfoundland into a potentially valuable business
through participation in a govermment-supported non-
utility generation program. In July 1996, we confirmed
our participation in the development ol the 15 MY, Star
Lake THyvdro Project in Newtoundland, Star Lake is the
result of a successful bid with our venlure partner, 1
Hydroelectrie Company, Ine., to supply electricity under
a 25-vear agreciment with Newfoundland and Labrador
Hydro. The facility is a $34 million project that will be
Mnanced 85% by limited recourse debt, and 15% by
equily from the venlure partners,

The project is expected 1o generale average annual
net, aller tax, cash tlow ol approximalely $3.3 million
over the term of the supply agreement, and provides
grealer than 100% return on our equily inveshmenl. Aler
30 vears, the facility will revert 1o Abitibi-Price for $1, and

the generaling ecapacity will be added to our existing

14

capacily ol 38 MY in Newloundland. Qur share ol the
venlure is 31%. Construction is expected 1o commenee in

the spring ol 1997 and will be completed by October 1998,

Grand Falls Power Canal

In April 1996 construction hegan on a power canal to
replace the aging penstocks and concrete inlel struc-
lures which convey waler 1o the hyvdro generating
station at Grand Falls, The power canal represents a
signilicant step Torward in Tullilling our stralegic plan
for the Grand Falls mill and to maintain its position as
a Cornerstone mille The power canal was completed
ind became operational in December, at a total cost of

$2% million,

Labour Negotiations

PDuring 1996, wage negotialions were concluded with
our major unions. The settlements tollowed the industry
patlern for 1996 which consisted ol a 5.9% incrcase in
cach ol 1996 and 1997 in addition o a lomp-sum pay-
ment ol 10O per emplovee in both yvears. These set-
tUenents were reached without any labour disruptions,
which demonstrates the sirength of the relationship

between the Company and ils unionized workforee,

Machine Purchase in Peru

Consistent with our international growth stralegy, we pur-
chased a sccond-hand newsprint machine and related
ancillary cquipment in Peru. The machine's capacity is
140,000 tonnes, and cost 822 million. The machine was
purchased lrom the government-owned paper firm,
Sociedad Paramonga. Our intention is to use this machine
for inlernational expansion, 10 will be dismantled and

shipped when we find the rightinvestiment opporiunity,

Acquisition by Office Praducts Division

Revenues of the Office Products Division have tripled
since the business started in 1988, Growth has come pri-
mirily from internal sources through increasing the
number of produet lines and services, and expanding

geographically. In 19896 we angmented Lhis internal



growth by acquiring Tenex Dula Corporation (Tenex),
for 847 million. The principal business of Tenex is the
distribution of compuler supplies and data storage prod-
ucts. Since July 1, 1996, the Tenex business has added
$85 million 1o the sales of the division.

With 1he Tenex acquisition. we believe that the
Office Products Division is now large enough to be a sig-
nificanl compelitor in its industey. Accordingly, all [uture

Office Products growlh will he financed hy the division.

Saguenay Flood

In July, our Kénogami mill was allected by the severe
Mooding in the Saguenay region of Quebec. Manage-
ment, unions and employees worked exceptionally well
togelher to manage this crisis. The result was that,
despile the severity of this evenl, a 1otal of only 12 days
of production was losl.

Much ol the cost for the business interruption and
repairs lo operaling cquipment and buildings was cov-
ered by insurance, subject to a deductible amount. The
deductible amount logether with some cleaning and
repair costs nol covered by insurance was $+ million
and was charged against 1996 carnings in the third
quarter. Insurance proceeds related 1o lhose assels
which were completely destroyed were $9 million.,
Under generally accepled accounting principles, this
amounl was recorded as a gain in the fourth guarter,
The proceeds were used Lo acquire replacement assels
and added lo our fixed assels. Accounts receivable at
Deeember 31, 1996 included $7 million ol ¢claims receiv-

able from insurance companies.

Operaling Profit from

Continuing Operations

Operating profit from continuing operalions was
$206 million in 1996, down $274 million from 1995
record operating prolil of $480 million, but substan-
tially better than 1994’s operating profit of $18 mil-
lion. The decrease is largely attribulable to our core

paper bhnsiness. Operating profit from other busi-

nesses was $12 million — compared with $19 niillion

in 1995, and $18 million in 1994,

Sales Down 7%

Sales were down 7% in dhe vear lo 3239 hillion, as
compared with 1995 sales of $32.78 billion. However,
compared with 1994 sales of 82,11 billion, 1996 sales
were 239% higher. The decrease from 1995 was atiribul-
able 10 reduced sales veluimes and prices in our core
paper business. The increase over 1994 s largely due to
higher average selling prices in our core paper busi-

ness, olfsel by lower sales volume.

Selling and Administrative Expenses
Up $13% Miflion
Sinee

1994, the Company has invested in various

programs (o develop, build and enhance competence
throughout the organization. Known as tinitialives.”
these programs consist of cross-lunctional leams focus-
ing on activities which affect the entlire enterprise.
Selling and administrative cxpenses in (996 were
319 million higher than 1993, and $45 million higher
than 1994, The increase from 1995 related Lo:
s 310 million inerease in owr core business:
- 4 million for activities related (o developing
potentinl new business growth opportunilics:
- 33 million for general cost increases and other
miscellancouns expenditures: and
- $1 million donation 1o the Saguenay region for

Noad relict.

[ ]
iy
-
=

million increase in our Olfice Producets division:
- $3 million from growlih of the base business; and
- 87 million related to the operations of Tenex (or
the six months since being acquired.
s [ess $1omillion resulting from the discontinuance of
the lumber and panelboard brokerage hnsiness.

The increase in selling and administirative expenses
from 1994 10 1995 was largely due lo onr company-wide ini-
iatives designed 1o cut costs, iimprove environmental and
natural resource management, and grow our core busi-

ness, I 1996, initiatives continued at spending levels equal

JABmBI-PRICE



10 those ol 1995, These initiatives have resulled in cost sav- One-Time Charges

ings of $125 million over 1993 and 1996, and further sav- During 1996 the following one-time charges reduced our
ings of 3167 million are expected over 1997 and 1998, operaling profit by &1 million, principally consisting of:
These initiatives have resulted in our selling and o Restructuring charges of $28 million which were
administrative expenses being high compared to the recognized on starl-up of the two new TN plants.
industry, however, the money has been spent wisely, It The charges inchade the write-off of the old ground-
has improved elliciencies and substantially reduced our woot and sulphile pulp plant assets of $H) million,
cost of sales. as well as emplovee vestructuring costs of $9 million,

Operating Profil Increase (Decrease)
Paper Business Difice
© Value-Added = Products

{millions af Canzdian dollars) Newsprint Papers Total Division Brokerage Total
1996 versus 1995
Higher {lower! selling prices in:

North America {30 ! {29) — — (29)

International markets {61 {6) 67 (n (1 {69)
Higher (lower) sales volumes in:

North America (52} {19 7 5 — (66}

International markets 7 (6) 1 1 1 3
Stronger Canadian dollar (4) (2) {6} — (2) (8
Cost of downtime (26} {12) (38} — — (38)
Acquisition of Tenex — — — 2 — 2
Discontinued lumber and panelboard — — — — {3) (3
Selling and administrative expenses {10} — (10) (3 2) {15)
Depreciation expense (6} {5) {1 (1 — (12)
Restructuring costs {11} () (22) — — {22)
Key manufacturing input costs:

Price 9 g 18 — — 18

Usage (32) (11} {43) — — (43)
Manufacturing efficiency increases 8 (2} 6 — — 6
Dther 4 9 5 (3) —_ 2
Dperating profit change 1996 versus 1995 (212 {55) (267) = 7 (274}
1995 operating profit 309 152 461 10 9 480
1936 operating profit 97 97 194 10 2 206
1995 versus 1994;
Higher selling prices 357 195 552 {31 1 550
Higher sales volumes 2 3 5 ! 1 7
Weaker Canadian dollar 2 1 3 — —
Sale of Pine Falls, Manitoba newsprint mill 2 — 2 — 1 3
Acquisition of 49% of Gaspesia newsprint mill 28 — 28 — i 29
Selling and administrative expenses {14) (7} (21 (n — (22}
Depreciation expense — (2} (2} — — (2)
Restructuring costs 1 1 2 — — 2
Manufacturing costs (60} {48) (108) — — {108}
Dperating profit change 1995 versus 1994 318 143 461 (3} 4 462
1994 gperating profit 9 9 — 13 5 18
1995 operating profit 309 152 461 10 9 480
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¢ lTemporary interraptions al our kénogami mill in
two separale incidenls — a Tailure on one ol the
paper machines and disruption ol the water supply
to the power plint. The cost for the repaies and
husiness interruplion was covered by insuranee.
Costs charged to carnings relating to both tese
events were $3 million,

¢ The cost ol Sk million for the futare elean-up ol the
river driving operations on the Peribonea River and
Lac St Jean, as we are no longer using these waler-
ways Lo transport logs. The total cosl was charged (o
1996 carnings.

In 1995 and 1991, one-thme charges which alfeeted
operating profit were Tor restroeiuring: the charges

were $6 million and $8 million, respeetively,

Newsprint and Value-vdded Papers

In 1996 the Compaoy had an operating profit Irom ils
newsprint and value-added papers division of S84 mil-
lion compared with 5461 million in 1493, The decrease
was due 1o lower selling prices and higher manutacturing
cosls largely resulting from production downtime 1aken
during 1896. lo 1984, operating prolit Irom our core
paper husiness was ab a breakeven level, The increase
in operaling proflil from 19494 Lo 1993 was mainhy due 1o
higher selling prices and increased sidles volumes for

our paper pl'll(illl‘ls_

¥Where We Sold Our Newsprind
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NEWSPRINT
The GCompany is one of the sorld’s Teading newsprint
manulacturers and marketevs. As the largest proportion
ol onr newsprint production is used Lo prinl newspapers
and adhvertising Hyvers, the demand and resnlting sales
volume Tor these prodocets is determined by eirenlation
and advertising, Civculation is determined by news-
paper prices and disivibubion, fargely as il retates to
riral locations, Print ady ertising volmne is delermined
by major ceonmmic forces — relail sales, home sales,
atteo siales and employnient — as well s by the price
chitrged to the advertiser by the newspaper publisher.

Onr 1996 sales included 320,000 (1993 - 5000
1991 — £25,000) tounes for our jeint venture partners,
These brokerage sales are made under fised nargin
agreements and oare nol inceluded  with our core
newspring manalacturing and marketing business,

o 1996 we manufactured 1,295,000 (1993 -
1R26.000: 1991 - 1.382.000) lonnes of newsprint, includ -
g aur proportionate share of the production from ouar

joint venture mills,

North American Newsprint Market

Operating profit fronm North Vinerican nesssprinl mar-
hets was $82 million lower than in 1995, but 145 mil-
1943

lion more than in 1994 The decrcase from the

nperating profit was largely due Lo lower selling prices
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and reduced sales volume, Higher selling prices resull-
ed in the operating profil improvement in 1995 as com-

pared with 1994,

Selling Priceas

Through mosi of the first hall of 1996, average Norih
American selling prices were higher than the same period
in 1993, By June 1996, prices had lallen by more than 10%
from January 1996 levels, reaching a level that was about
equal to that of June 1995, when prices were rising.
Weakness continned through the second half, and by year
end prices were below the levels of January 1995, The
average 1996 indusiry selling price was 3% lower than
the 1995 average, and prices lor the yvear 1993 on average
were more than 40% higher than 1984,

Avcrage North American U.S. Dollar

Transaclion Price Per Delivered
Tonne of Newsprinl

N 1996 1995 1994
First Quarter S 750 3 570§ 420
Second Quarter 700 650 445
Third Quarter 615 708 480
Fourth Quarter 530 755 525
Annual Average s 649 3 670 & 468

[Saurce. Pulp & Paper Wasgk)

Factors Impacting Prica Volatility
Although transaction prices were L.S.$750 atl the begin-
ning of 1996, three lactors comhined lo undermine
this historically high price: a change in consumption,
cuslomer inventory levels and mill inventory levels.
In the area of consumption, as early as mid-1895
publishers reacled to rising newsprint prices by taking
aggressive action lo cut usage by reducing circulation
levels, culling page size and raising adverlising rates.
The lalter move prevented the rise in volumes thal mighi
normally have been expecied in a vear when the Olynipics,
a U.S, presidential election, and a sitrong economy all
coincided. The resull was thal consumplion in very early
1996 lagged early 1995 by 7 to 8% and for lhe year as a
whole fell by an eslimaled 2.7% from Lhe 1995 average.

Second, customers conlinued to order paper at a

high rate in early 1996 in preparation for a price hike
that had been announced lor the spring, and to prepare
for possible supply disruplions related to labour negoli-
ations in the newsprinl industry. ¥With orders remaining
strong and consumption slumping, customner inven-
lories ballooned to a peak of 537 davs of newsprint sup-
ply, according 1o the Canadian Pulp & Paper Associalion
(CPPA), an increase of 10 1o 15 days from a year earlier,

Third, as the year progressed orders lell lurther as
a resull of the combination of falling consumplion and
the Tailure of the announced spring price increase.
Downtime tlaken in the industry did not balance orders
with production. Norlth American mill invenlories rose
lo an unusually high level of 685,000 lonnes in July and
remained close to that level for most of the year, accord-
ing to the CPPA. This compares with a slightly below
normal level of 284,000 tonnes in December 1995,

With all three lactors being fell at various times
during the year, pricing began Lo erode in the spring and
average prices lell each month from April through to the
vear end,

Siniilar Tactors impacted the inerease in 1995 selling
prices from those ol 1994, Consumption in 1995 had
already lallen by 4.1% from 1994, bul newsprint demand
remained Nat as newspaper publishers rebuilt their
inventories from 36 days of supply al the end of 1994 to 46
days ol supply at the end of 1995, In addition, strong
demand in inlernalional markets in 1995 lighlenet snpply
and forced North American prices lo increase. Finally, due
1o a scarce supply ol value-added papers in 1995, many

conunercial printers substituted with newsprint.

1997 North Amearican Newsprint Qutlook
We believe that newsprint prices should strengthen in
1997. \We have four reasons lor this oullook:

First, North American consumption is improving
after a slow period early in 1996. Half of all large dailics
actually increased Lheir circulation after several vears ol
decline. According to Resource Information Systemns
inc. (RISI), consumplion is expected to grow by approxi-

mately 2% in 1997,



Second, according 1o the CPPA, customer inven-
tories were down o 40 davs of supply at the end of
December compared with 57 days in February, when
stock levels peaked. Industry analysts expect thal
cuslomers will maintain inventories ol al least 40 days
ol supply, on average,

Third,

inventory levels

North American  mill v
decreased in the last three months of 1996, and finished
the year at 512,000 tonnes as compared with 1995 inven-
tory of 284,000 tonnes.

Fourth, supply is restrained, with ne new North
American newsprint capacity being buill.

Based on these Tactors, we notilied our customers of
a reduction in price discounls lo take ellect March 1.
1997, This should increase our mill net revenue by

L.5.$75 per tonne,

International Newsprint Markets

Our internalional newsprinl markels contributed
$34 million less to aperating proflit than in {993, bul
$110 million more than in 1994, The decrease from the
1995 aperating profit was due lo lower selling prices,
offset slighlly by increased sales volume. Compared
wilh 1994, higher sclling prices conlributed to lhe

improvement in operating profit.

Selling Prices

International markets experienced nuch the same
conditions in early 1996 as the North American mar-
kel did. Customers curbed usage ol increasingly
expensive newsprint while conlinuing 1o increase
invenlory in advance of rising prices. The result was
an excessive huildup of invenlories, and then a dra-
malic Tall in prices.

By year end, prices in Kast Asia and OQceania —
traditionally the most volalile of the world’s spol mar-
kels — had fallen to less than U.S.$500 per wonne, and
prices elsewhere were also well below previooas year
levels. On the olther hand, inventories in mosl regions
had come down signilicantly and were at levels lhat

could be considered normal.

In 1996, 743,000 lonnes ol newsprinl capacity were
added worldwide, as new machines started up in South
Korea, Indonesia and Europe. Owners of these mills
aggressively bought market share, undermining pricing
— particularly in the volatile Asian region.

In 1993, demand growth and price increases in
international markets oulpaced those of North Ainerica,
wilhh average prices increasing hy 62% over 1994,
Consumption increases, especially in Asia, and lack of
suflicient supply to international cuslomers in the firsi
half ol 1995, were the primary contributors to higher

prices in 19935 as compared with 1994,

Higher Sales Volumes

Demand continued Lo grow in some markets, particalarly
itt Asia, Bul growth rates were below the pace of the pre-
vious two vears due to inlensive caslomer conservation
efforts. In other markels, conservation caused some actu-
al erosion of demand. The CPPA estimates that global
demand fell by 2.5% in 1996, International consumplion
rates ranged [roin a decrease of 2.2% in the European
Lnion (excluding the UK.} to increases of 1.1% in Latin
America, 1.2% in Japan and 18.1% in China.

Among the underlying factors in world consump-
tion dynanmics are the continued growth ol consumer
cconomies in Asia and Latin America, the recent
deregulation of the media in many countries, and the
slow revival ol consumption in the three largest usage
areas: the LS., Lurope and Japan.

Our 19935 sales 1o international markets decreased
from 1994, as we redirected some shipments toancet the

demand ol our North American custommers.

1997 international Newsprint Outliook

The global demand oullook in 1997 is considerably
improved in comparison with 1996 because of the more
balanced state of inventories. According to the CPPA, a
combination of price-induced consumption cals and
inventory reductions in 1996 drove worldwide demand
down by an estimalted 0.9 nillion tonnes. By contrast,

the association lorecasts a 1.5 million tonne increase in
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demand this vear as usage grons with lower pricing and
as shipments more elosely rack consumption. The
caypeeled resull will be a net increase in demand of 2.4
million lonnes over 1996, This is encouraging given that
1997 worldwide capacity is projected o rise by just 1.t
tiillion tannes.

Henvever, worldwide demand forccasts are subject
to greater variability than North American forecasts due
to the difficulty of anlicipating developments ina num-
ber ol areas, AL present, economic analysts see a contin-
uett growth in the cconomics of fast Asia, a return (o
lwealthy growth Tor the Litin Amwerican economiies and
slow growth in most of Western Burope,

Vs long as these important cconomics remain on
track — particularvly their consumer segments — glohal

demand tor neswsprint should grow,

VALUE-ADDED PAPER MARKETS

Our vitlue-added products consist of unceosied grovnd-
wood paper grades used by commmereial printers, con-
vertersoadyertisers and publishers to produce ady erlising
inserls, books, technical instruction manuals, lelephone
directories, business Torms, magazines and catalogues,
Vitlue-added papers provide our customers with g unigue
value opportunily when substituted for fine or coated
printing papers sinee they offer the brightness, gloss and

smoothness required For print qualily, ata lower cosi.

Where We Sold Our Value-Added Papers

(theusands aof tannes]
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The value-added papers manufactured by the company fit wathin the
Canadian Paper Analyst delimtion for uncoated mechanical specialues.
** Alhance tigures include the proposed Coosa Pines acquisition and
cenversicn of 3 newspnat machime at Dolbean

(Source: Canadian Paper Analyst)

Our primary value-added papers are clay-filled
super-calendered (8C) paper. soft-nip paper. machine-
finished grades (ME), Miernative Offset’™ paper, high
brightness groundwomd paper, telephone directory, cat-
alogue paper and other specialty grades. SC products
compele fuvourably against lightweight coated (ILWC)
groundwosd rrades, Alternative Offset'™ s a high
brightness grade which offers a cost-cltective substitute
lor uncoated feeesheet (U FS).

Sales of valued-added papers were as follows:

flannesgt

Paper Grade 1996 1995 1994
SC. Soft-Nip & MF 211,000 238,000 217,000
Ahernative Offset™ & Hi-Brite paper 156,000 175,000 158,000
Directory & Catalogue paper 104,000 108,500 112,000
Specialty paper 88,000 105,000 101,600
Total value-added papers 559,000 626,500 588,000

Operating Profit

Vitlue-added grades conteibuted $97 million to operating
profitin 1996. This is 835 mitlion less than in 1993, and
S88 million more than in 1994, The decrease from 1993
is mainly due to redoced sales volume. Stronger
demand and tighter supply in 1999 tuelled higher sales
volumes and selling prices as compared with 1994 and

resulled in the opervating prolil improvemenis,



Demand for Value-Added Papers

Value-added paper sates in 1996 were down 1% [ram
1995. In 1996, North America saw a combination of
reduced consumption and falling inventories in reaction
to the high pricing ol the previous vear.

In 1996, sales of SC grades were 1% lower than
1995, but this compares favourably with an estimaled
drop in North American consumption ol more than 14%.
This was primarilyv i result of the availabitity of Tow eosl
competing paper grades.

Although overall 1996 siles of high brightness
groundwood papers were 117% lower than in 1993, sales
of our Alternative Oflset™ grade showed significant
growlh throughout the year,

Sales of dircetory and catalogue papers in 1996
were 4% lower than in 1995, Overall industey demand
was down 7%. 1996 demand lor directory and cala-
logue paper was affected by customers’ paper conser-
vation measures, in reaction lo the rising prices
during 1995,

Specially paper includes newsprint specialties thal
are derivalives ol newsprint as well as non-printing
lechmical grades such as construction paper and tube-
stock. Sales ol specially papers in 1996 decreased 16%

from 1993, largely from increased competition.

Value-Added Papers
U.S. Dollar Transaction Price Per Tonne
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Source: Miller Freeman
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I 1993, value-added paper sales inereased 77
fronm our T894 sales Tevel, The inerease was largehy
froan o SC and Allernative Ofsel™ grades. With

rapid price increases and light supply in 1995 for
EWCE and TES paper (which we do not make), nuams

users shifted down the grade cinve and bought less

costly substitutes — our SC and Alernative Offset!™
grades. AL the same lime, stronger 1894 vetail sales

levels increased 1995 advertising budgets and led to

muore printed advertising.

Selling Prices

Weaker demand led o price decrcases for most valuae-
added papers. On average, our 1996 prices were 2%,
lower than in 1993, and were 1% higher than in 19904
According o RISL 1996 industrey prices decreased 2.6%
Irom 1993, on average.

Our 1996 average sclling price for SC papers was al
the same level as the average in 1993 however, the
price in December 1986 was 19 tomer than in Decem-
her 1993,

The Tivst hall ol 1996 saw weak demand and lower
prices Tor Altermttive Offsel™ grades corresponding o
the trend in the UFS market, Pricing did stabilize in the
Lthird quarter, however,

Mast of our direclors paper business is marketed
under long-term contracts. As a resull, price changes
tpically lag behind those of newsprint and other value-
added papers throughont the bhusiness oyele. 1996 san
strong directory prices,

Prices Tor specialty grades are tvpically less eselieal
Lhan newsprinl or printing and writing papers. In 1996,
prices for oar specially grades decreased in reaction o
higher pricing in 1995 and reduced dentnd in 1996, But
the price decreases were not as signilicant as those for
newspring.

Overall, stronger demand and tighler supply for our
value-added papers in 1995 helped Lo fuel average price

inereases of $41% rom 1994 10 1995,
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1887 Qutiook for Value-Added Papers

The first quarter is raditionally a period of low demand
for SC papers in their key end-use markets: inserts, mag-
azines and calalogues, Graphic Arts Production/Markel
Tracking Research and Constlting (GAPURAC) estimates
that paper usage for inserts will grow by 2.7% in 1997,
citalogue paper consumption will grow by 4.1% and
paper usage for magazines will grow hetween 3 and 4%
because of increased adverlising. After the first quarter,
as no new industry capacily is coming on-line and with a
betler balance of producer and customer invenlories s
compared with 1996 levels, it is possible that demand
could oulsteip supply for SC grades.

fligher prices have caused end-users of directory
papers to implement conservalion measures. Coupled
with 1996’s rapid decline in newsprinl prices, both
domestically and offshore, contract prices may decline.
With a stable base of North American customers and an
emerging portfolio of offshore customers, we are well
positioned to compete in 1997,

Prices for Alternative Offset™ grades are expected
to increase in the first gquarter of 1997, Sirong growlh is
expected in the LS. market in 1997, and the third quar-
ter of 1997 should bring strong demand and an opportu-
nily for higher prices.

Continued product development is expected to cre-
ate significant earnings and volume potential lTor spe-

cialty papers in 1997, Expected improving newsprint

market conditions should allow positive growlh in the

newsprint specialty market. Focused efforls  will
enable the Company to reach its goal of being a leader

in ils markets,

PAPER MANUFACTURING OPERATIONS

The Company's paper manufacturing Tacililies consist
of eight wholly owned newsprint and value-added
paper mills and 50% interests in two LS. newsprint
joinl venture anills. The wholly owned mills. and our
share of the newsprint joint venture mills, have a pro-
portionate production capacity of 2.2 million lonnes,
1.5 million tonnes ol which is newsprint and 663,000
tonnes is value-added papers. The Company's 30%
ownership interests are in the Augusta Newsprint Com-
pany and Alabauna River Newsprint Company, which
have a combined newsprint capacity of 670,000 1onnes

of which our share is 333,000 tonnes.

Dowantinte
During 1996 we look 212,000 tonnes of production

downtime due to markel-related conditions. This

increased the fixed cost portion of our manufacturing
cost per lome and lowered our operating profit by
8§38 million. Downtime taken throughout 1996 by
most of our mills resulted in an average annual oper-
aling rate of 89% compared wilh 98% in 1993 and

97% in 1994,

Abitibi-Price's Proportionate Ownership Interest in Primary Production®

(thousands of tonnes}

_ Newsprint™* yyue-Added Total Average Operating

Canada USA Canada Paper Efficiency Rae
1997 Budgeted 1,083 331 626 2,050 87.0% 95%
1996 Actual 979 319 560 1,858 86.1% 89%
1995 Actual .17 309 631 2,057 85.3% 98%
1994 Actual 970 300 585 1,855 84.7% 97%
1993 Actual q15 300 528 1,743 82.9% 93%
1992 Actual 847 295 430 1,632 80.5% 94%

319,000 {1995 - 309,000, 1994 - 421,000) tannes highar.

Figures shown above include only 50% of the newsprint praduction of the joint venture mills. Our partners’ 50% shares are not included
because the manufacturing profits associated with that production are theirs. Had this production been included, 1996 production would have been

** Newsprint production figures for 1994 and prior years have been restated to eliminate the production tonnes af 1he Pine Falls, Manitoba mill which we sold in
September of 1994. In 1994, this represented 112,000 tonnes of newsprint. In 1995, as a result of the acquisition of 49% of Gaspesia, an additional 122,000 tonnes
of newsprint preduction from the Gaspesia mill were included in the above figures.
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Improved Manufacturing Efficiency
Despite normal efliciency losses Iron shutdowns and
start-ups when laking market-related downtime, our
manufacturing efficiency aclually improved compared
with 1995 and 1994, For 1946, operating efficicncy ol
88.1% lor newsprint was significantly betler than 86.8%
for 1995 and 86.2% for 1994, Operaling etficiency for
value-added papers was down slighlly al 80.8% during
1996, compared to 81.2% in 1995 and 80.6% in 1994,
Gur improved newsprint manufacturing efficiencies
lowered cur manuflacluring cosls and increased operat-
ing profit by $6 million compared to 1995. The improved
efficiency increased our newsprint capacily by 30,000
tonnes in 1996.

In 1995, our manufacturing efficiency improvement
from 1994 allowed us to produce 31,000 tonnes more
than in 1994. This increased our 1995 operating profu

by $13 million as compared with 1994,

Raw Materials

While the cost of some ol our key raw malerials
decreased in 1996, the cost ol others increased and the
overall net impact was a $25 million increase in our
manufaciuring costs.

In 1993, while paper prices rose, the cost of many

Manufacturing Costs Decrcase (Increase)

of our Key raw malerials inereased dramalically and
the overall nel impact was a $126 million increase in

manulacturing cosls.

Kraft
In 1996, our average krall pulp purchase price was
$778 per tonne compared o 31,107 per tonne in 1995 and
$643 per lonne in 1994, These lower krall prices reduced
our manulacluring costs by $30 million in 1996 compared
with 1993, Higher krafl prices in 1995 increased manu-
facturing costs by 349 million compared with 1994

The installation ol the two TP facilities reduced our
requiremnents Tor kralt pulp. but this was partially ofTsel
by increased krall usage as a result of production down-
time, as frequent downtime makes it dilficull lo maintain
consistent guality wilthoul the addition of krafl pulp. In
1995, the mills reduced kral consmwmption by subslituting
virgin wood fibre in response lo rising kraft prices.
Overall, we lowered our use of krafl per tonne hy 2%
from 1995 and 18% from 1994, reducing our manufactur-

ing costs by $6 million and $16 million, respeclively.

ONP/OMG
In 1996 our mills used 189,000 tonnes of wasle paper,

unchanged Mrom 1993 despile lower production levels,

1996 versus 1995 1995 versus 1994
Volume Volume
{millians of Canadian doilars) Price & Usage Total Price & Usage Total
Downtime s — $ (38) $ (38} $§ — s — S —
Improved manufacturing efficiency — 6 6 — 13 13
Raw Materials:
Kraft pulp 30 6 36 (49) 10 {39)
ONP / OMG 27 (3 24 (21) (2} (23)
Virgin wood fibre (16} — (16) (17) (10 {27)
Powar {8 {10} {18} {3 {6} {9
Labour and benefits (13) {3} {16} {14} (2} (16}
Mill maintenance and supplies — (17} (7 — 2 na
Effluent treatment — (1) {11 — — —
Chamicals (2} (5) n — — —
Total 18 {43} (25) {104) (22) (126)
Other, net cost — 5 ] — 5 5
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and 10000 lonnes move than 1994 Onca per tanne hasis
we hive increased the condent of reeveled fibre in the
pitper we produced i 1996 by 3% commpared with 1993
and 115 compared with 1994,

The (996G prices we paid for ofd newspreint and

magazines fell 32% fron 1995 levels (o an average of

S5 per delivered lonne. redieing our manafacturing
costs by 327 million from 1995 In 19973, prices for wiste
paper ad risen 732 over 1994 prices, largely becanse
colleclion systems at the time were unable to nweel the
higher demand in 1993, Rising prices in 1993 increased

manulacturing costs by L2100 million from 1994,

Firadn Hood Fibee
Ouwr wood 1ihre prices rose in 1896 for two primary rea-
sons. Fiest, stumpage rales were higher for our Ontario
mills as the wood harvest in Ontario occurred primirily
during the winter months. hefore rates deereased with
papcer prices. Stumpage rates for our Quebec mills,
swhich are not led to paper prices. increased by 1.3%.
Higher stumipage vates were also the major canse of the
inerease inowood fibre eosts in 1995 over (691,
second, higher priced swood chips had to e substitated
for roundwood fibre for use in the nes TVIP aperations.
Overall, higher ssood prices increased manulactur-

ing costs by 516 million,

Average Annual Newsprint
Absolute Efficiency

[prrcentege] {thousands ol tonnes)
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92 93 94 95 9%

Where We Spent Gur Revenue Dollars
from Our Groundwood Paper Business

1996 1995 1994

Sales $100 $100 S100
Manufacturing Costs:
Labour and pension costs {0.19) (0.18} 10.25)

Virgin wood fibre
Purchased fibre (QONP/OMG

{0.13) (0.12} (0.15)

and kraft pulp} {0.06) {0.09) {0.09}
Electric power, purchased
and self-generated (0,09} (0.07) (0.1

Maintenance {excluding
maintenance labour costs} (0.04) {0.03) {0.05)

Chemicals (0.04} {0.03) (0.04)
All other manufacturing costs {0.16) {0.11) {0.15)
Cost of sales {0.71) (0.63) (0.34}
Selling and administrative costs  (0.06) D.D4) {0.06)
Cost reduction initiatives (0.01} (0.01) —
Restructuring costs (0.02) — (0.01

Qperating profit before non-cash
depreciation charge of 8¢
(1995 - B¢, 1994 - 9¢) 0.20 0.32 0.09

Average Annual Newsprinl
Machine Capacily

92 93 94 95 9%

Power

Basced on the relidive operating rates between 1996 and
190953, we consumed more electric power in 1996
because of higher operating rites. new AP plants, see-
ondiry treatment plants, and low water levels in our
hydro resourees. Overall, our power cosls inereased by

S18 million,

Average Annual Newsprint
Productivily
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Labour and Benefits
In 1996, our labour costs rose $16 million from 1893,
primarily beeause unionized wages increased in aceor-
dance with the settlement of the Company’s collective
bargaining agreemenlts. These setllements represented
a 3.5% increase in our wage cosls in 1996 and 3% annu-
ally. In addition, increases in mill salarics and benelils
added to our labaur costs in 1996,

Our secondary effluent treatment plants, which were
installed in late 1993, required additional workforee. This
increase in emplavees was more than offsel by the

reduced workforce required by the Lwo new TP plants,

Mill Maintenance and Supplies

Mill maintenance costs increased $17 million in 1996 com-
pared with 1995, Additional maintenance was required as
a resull of slart-ups and shut-downs associaled with the
markel-related production downtime laken in 1998, Fur-
thermore, many mills took the opportunity to perform

unscheduled prevenlative maintenance during this time.

Etfluent Treatment

The secondary eMuent treatment plants at our Canadi-
an mills were in operation thronghout 1996, The major-
ity of these plants were compleled during the third and
fourth quarters of 1993 in compliance with regulatory
requiremnents. In addition to power and labour costs o
operale these plants, they also required chemicals,
equipment and other operating supplies, which
increased our manufacturing cosls by $i1 million in

1996, as compared with 1995,

Chemicals

The change in our producl mix to higher guality and
higher brightness papers increased our use of chemi-
cals in 1996, adding $7 million to our manufacturing

costs as compared with 1999,

Office Produclts
Business Expansion

The Office Products Division distributes information

processing supplies, office products and computer
peripherals. Our customers include specialized com-
puter supply dealers, office products stationers and
major relatlers. We disiribute name brand producls
including printer toner, ink jet cartridges, data storage
devices, compuler acvessories, prinlers, laxes, person-
al copivrs and traditional olfice supplies. The division is
becoming a gloabal provider of a selected range ol goods
and services,

In June 1996, we expanded our distribution busi-
ness by acquiring the Tenex Data Corporation (Tenex).
a Canadian, privately held distributor of informalion
processing supplies and data storage products and a
converter and distributor ol conputer forms.

We also expanded our services business in 1996,
This business began in 1995 and grew in 1996 with the
addilion of two major distribution contracts in Europe
and Lhe acquisition of a small services company in the
LS. In addilion, swe hegan an operalion to lake advan-
Lage of rapidly expanding distribution opporlunities in

the har coding industry.

Operating Prolit

Operating protit was S10 million in 1996 alter one-time
cosls of $2 million — equal to that of 1995, One-time
cosls incurred in 1996 included investments in start-up
operations and costs associated with the start-up of new
businesses and for investigating potential acquisitions
we evenlually decided not to pursue. Tenex operating
prolil of $2 million subseguenl lo the acquisition date
ofTsel Lhese one-time costs.

Operaling prolit trended upward during 1996 — o
the point where the Tourth quarter’s operating profil
was equal to that of the lirst nine months ol the vear. In
addition 1o Tenex, the improvement in the last quarter
was atlribulable Lo our new computer systers, next day
delivery service and warehouse rationalization,

Operating profit of $10¢ million lor 1993 was §3 mil-
lion less than in 1994, In 1995, sales were up 7% [rom
1994, however, this was offset by higher delivery costs

including start-up of next-day delivery programs. lower

/ABIMBLPRICE



Office Products Business

{millions of Canadian dollars)

Sales Operating Profit
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margins on computer-related products, and ene-lime
charges for new informaltion sysltems and a warehouse

rationalization program,

Sales up and Margins Improved
In 1996, sales were $647 million, an increase of 36%

from 1995 and 46% Mrom 1994, Just under half ol the

increase in 1996 was altributlable 1o the acquisilion of

Tenex. Excluding Tenex, the existing business was nble
to hold margins al the same levels as in 1995, a major

accomplishment when compared with indusiry trends.

Outlook
1997 is looking very promising as evidenced by the
improvemenl of earnings in the last quarler of 1996. Our
recenl investiments in new information systems, ware-
house ralionalization and our delivery programs, in
addition to our investments in new husinesses, have set
the stage for growth and iniproved profitability in 1997,
With the Tenex acquisition, we believe that the divi-
sion is now large encugh to be a significant competitor
in its industry. After examining our value crealion stral-
egy, we have decided that all future growth must be
financed within the division itsell. Accordingly, we are

assessing Lhe potential for a future sale of this division.
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Brokerage Business
Newsprint
The Company acts as broKker for our joinl venlure part-
ners’ 30% sharves of production of the Alabama and
Augusta mills, Under the joint venture sales agreements,
we purchasce and then resell this paper. The sales and
cost of sales are recorded in our linancial statements.
Ve also act as commmissioned sales agent lor Pine Falls
Paper Company which operates the Manitoba newsprint
mill we sold in September 1991, We do not purchase or
resell the production of the Pine Falls inill. Only our sales
conunissions are included in the financial statements.
Belore selling and credit risks, we carn a commis-
sion of belween 2% and 3% of sales. Over the last three

vears, we brokered newsprint for the following mills:

[thousands of tonnes} 1996 1995 1994
Joint Venture Partners’ Newsprint Production
Alabama River Newsprint Company 121 116 113
Augusta Newsprint Company 198 193 187
Gaspesia Pulp & Paper Company — — 121
Total Brokerage Newsprint 319 309 an
Newsprint Sold on Commission Basis
Pine Falls Paper Company 154 171 58

Lumber and Paneglboard

Until the third quarter of 1996, the Company acled as a
markeler of lumher and panelboard produced by third
parlies. The products were purchased and resold with Lhe
sales and cost of sales recorded in our financial stale-
ments. [n 1996, we sold 129 million hoard feet (1995 —
263 million; 1994 — 281 million) of lumber and 382 mil-
lion square feet (1895 — 431 million; 1994 — 334 million)
of panelboard products.

In accordance with agreements, the suppliers
elected Lo take over the marketing of these praducts. As
a resull, we discontinued lumber sales in June 1996 and
panelboard sales in August 1996, The elimination of
these businesses will reduce our brokerage sales by an
estimated $235 million and operating profit by 83 mil-

lion per vear.



Financial Posi

ion and Liquidity

Our Cornerslone stralegy and cost reduclion aclivilies
have enabled us to maintain posilive cash flow from
operations despile the unfavourable market condilions
experienced in 1996, The $262 million in cash generated
by operations in 1996 was $261 million below record
cash from operations of $323 million achieved in 1995
and $242 million ahove 1994.

$118 million of cash available al the end of 1995,
$124 million ol borrowings on our long-term lines of
credit, $14 million received on redemplion of the pre-
ferred shares ol Perkins Paper in 1996, and cash of
$262 million generated by operalions for the year were

primarily used to increase corporale value through:

Imillions of Canadian dollars) 1996 1995 1994
Capital spending:
Cast reduction and mill
improvement $ 89 S 198 § 10
International growth 22 — —
Environmental 20 118 72
Integrated business
systems 15 1 —
Repayment of long-term debt n 66 —
Acquisition of Tenex 47 — —
Payment of dividends to
common shareholders 36 16 —
Purchase and canceillation of
8.7 million common shares — 194 —

Overall, cash on hand decreased to $60 million at
December 31, 1996 romn $178 million at December 31,
1995 and $272 million al December 31, 1984,

CAPITAL SPENDING
Our core business is capital intensive and wise spending
is essential 1o our conlinuing cosl compelitiveness.
Expenditures on the TMP plants at our lroquois
Falls, Ontario and Alma, Quebec mills amounted to $156
million in 1996, wilh a lolal of $242 million spent over
1995 and 1996. Olher capital improvemenlts at our mills
designed to improve efficiency and reduce costs tolalled

$133 million. Major projects included improvements to
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our Grand Falls hvdro facilities, the speed-up ol one SC
paper mnachine at Kénogarni, and pre-engineering cosls
incurred as parl ol the assessment of options that could
lead 10 Kénogami meeting our Cornerslene criteria.

To promole international growth, we spent $22 mil-
lion on a used newsprint machine in Peru. The expected
cosl to disimantle and ship the imachine when we find the
righl investment opportunity is $2 million.

The upgrade of our compuler svstemns continued in
1996, In 1996 we spent $15 million on this project, and
$11 million in 1995, These new sysiems are expected
lo enhance business operations, decision making and
customer service. The new systems have already been
successiully installed at two ol our mills.

During 1995 and 1994 we spent $118 million and
872 million, respectively, on environmenlal projects,
including the consiruction ol secondary eflluent Ireat-

ment planls at seven of our Canadian mills.

CAPITAL STRUCTURE
Shareholders’ Equity
In 1996, shareholders’ equily increased by $93 million
wilh nel earnings of $104 million and the conversion to
common shares of the remaining $24 million convertible
subordinaled debentures (Lthe Debentures). Four quarter-

ly dividends were declared, for a lotal cost of $36 million.

Common Shares Outstanding

The number ol common shares oulstanding increased by
1.8 million shares to 89.0 million shares at December 31,
1996. The Debenlures were converled into 1.6 million
commun shares in the Nirst quarter ol 1996 and stock
options exercised during the year resulted in the issue of

an additional .2 million common shares.

LIQuUIDITY

The Company's liquidily slralegy is aimed al maximiz-
ing financial flexihility hy mainlaining access to diverse
Minding sources, a liquidily reserve, credit capacity and
leverage in the 33% to 40% range, on average. In 1996,

our net total debl increased by $47 million as cash lrom
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vperations was insulticient 1o cover our capital expendi-
ture program. At Deeember 31, 996, our net debt to
tatal capitalization ratio was 37%, as compared with

3% for 1995 and 12% Tor 1994,

Repayment of Debt
During 1996 we repaid U.S.S170 million of our 10.63%
series | debentures. and the remaining debentures,
LSS0 million, were repaid in the fiest quarter of 1997,
Incaddition, U.S.537 million was repaid by onr newsprint
joinl venlures,

On March 31, 1997 all ol The Series F Preferred Shares
were redecmed. Tor an aggregale redemption price of

S10 million.

Interest Expense

Interest expense incurred on long-term debt in 1996
decreased 317 million compared with 1993, and was
30 million lower than in 1994, Interest expense in 1996
was S84 million lower than 1993, and $12 million lower
than 1994 due to the conversion of the Debentures in
late 1995 and early 1996, Interest capitalized to major
projects lowered (996 interest expense by 811 million
as compared with 50 million in 1993 and S million in
1994, FLower levels of joint venture debt in 1996 com-
pared with 1993 reduced interest expense by an addi-
tional $7 mitlion offset by a S1 omillion inerease from
higher average recourse debt. Debt levels in 1993 were
lower than those in 1994, resulting in reduaced interest

charges of 82 million in 1993, as compared with 1994,

sks and Opportun

CYCLICAL NATURE OF PAPER INDUSTRY
Historically, the paper industry has been cvelical in
niture, Over the past three yvears, newsprint prices have
ranged from a low of U.S.8423 pertonne in January 1994
to a high of U.SE750 per tonne from October 1995
through 1o March 1996 and back down 1o U.S.$310 per
tenne in December 1996,

that

In our 1993 Annual Report we staled

“the

wie

helieved focused efforts in the last five years,

including our Cornerstone strategy, cost reduction
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clforts and our commitiment not to huild new newsprint
capacity in North America will mahe us stronger in the
next downturn.” In 1996, we conlinued to gencrate
positive operating cash fTow even though o market
downturn occurred. Our two new TMP Facilities have
coitlributed 1o loswering aur costs by S8 million in 1996,
and we expect tolal annual operating cost savings from
these projeets to he $60 million.

While we are very sensitive o market and speciticalls
price fuctuations, we are making the Company better able
to weather these downturns and to compete in interna-

tional markets against tough competitors,

FOREIGN EXCHANGE
The Company's exposure lo LS dollar denominated siles
and expenses represents the dominant foreign exchange
risk faced by the Company. Of the Company's net rev-
enues, 80% are US, dollar denominated, and 669% of our
international sales are LS. dollar denominated with the
remainder in local currencies. Comparatively, only 36% of
our expenses are in United States dollars. This exposure
resulls in cash Tow and earnings volatility, shifling our
cost eompetitiveness against other global producers,

The Canadian - U.S, dollar exchange rate is one of

the key factors in determining the Company’s long-term

profitahility.  Accordingly, we have an exchange rate
mandagement program in place 1w partially  protect

against rapid appreciation in the value of the Canadian

dollar in relation o the U5, dollar.

Average Monthly U.S. Dollar Value of the
Canadian Dollar 1986-1996
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In 1996, we revised our loreizn exchange rish man-
agewnent policy under which we principally manage our
exposure lo changes in the exchange rate between the TS,
dollar and the Canadian dollar. The new policy is to hedge
portions of Torecasted U .S, dollar cash flows at decreasing
levels Tor periods out to five years, using foreign exchange
forward contraets. Previously, the Company used @
program of foreign exchange options and forward rate
comtracts for periods of up to 12 moenths. This program is
further described in note 18 1o the Company’s linancial
slalements on page 45 of this Annual Reporl.

The overall objective ol the policy is o assist in
adding value by minimizing the polential impact of
foreign exchange Muctuations through controlled man-
agement of foreign curreney exposures oceurring natu-
rally from our core business aclivilies, Since our
principal paper markets are outside Canada, exposure
o exchange rate risks cannot he climinated. Although
we believe we are prudently protecting ourselves, we

expect this business risk will alwavs be wilh us,

INTEREST RATE SENSITIVITY

The revolving-term credit facility  represents  the
Company’s only Noating rate recourse debl, and this lacil-
ity matures in February 1998, With $124 million of this
debt outstanding at December 31, 1996, the Coimpany has
limited exposure to interest rate movements. It is not the
Company’s intention to have oulstanding debt from this

facility lfor any extended period ol lime.

LABOUR, POWER AND FIBRE STRENGTHS

In 1996, our management, wions and employees conlin-
ued their efforls o lessen the impact of higher costs by
the efficient management of the Company’s three largest
cost components. We view lhese three inputs as our
main strength: a stable and skilled workforce, a secure

fibre supply and self-generated hydro-eleetric power,

Labeour stahility

We conlinued to benelit in 1996 rom a stable

labour/management relalionship as we entered (e
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fourth vear ol live-vear labour contracts wilh ouwr major
unions, the Communications, Energy and Paperworkers
Lnion (CEP). the Conlederation of National Trade
Lnions (CNTU), Lthe International Woodworkers ol
America, and the Oflice and Prolessional Employvees
Iternational Union (OPEIL).

During 1996 wage negoliations were concluded with
the unions Tor the remaining two sears of the conlracts.
IZach of the selllemculs was reached without any labour
disruptions, which signifies the strength of the relation-

ship between the Company and its unionized cmployees,

Fibre supply

One of the patural strenglths of the Company is the
secure supply of sufficient wood Ihre to sustain ils
mills. The Company manages 6.3 million hecetares of
both company-owned and crown-licenced land in
castern Canada and the southern United States. On
average the Company harvests less than hall of ene
percent of its lolal landbase annually. This supplied
47% ol the virgin lihre we used to make our products,
either directly or through exchanges ol roundwood lor
chips. Without our fibre rvesourees, we would have
paid over $30 million more 1o purchase the wood fibre
we necded.

In addition o our cutting licences, we have entered
into long-lerm contracts with local savwmills.

In 1996 we continued to work on a camprehensive
fihre competence stralegy Lo delermine how we can hesl
utilize the Company’s vast fibre resources, Each wood-
lands operations has been analvzed to optimize sourc-
ing amd operaling practices, and to ensure that
sustainable Torest management is being practised. In
1996, these efTorls resulted in savings ol $2 million. In

1997 and 1998, we expect further savings of $12 million.

Purchased Fibre

Many of our operations use krall pulp and/or ONP and
OMG. In 1995 we saw significant price increases for these
raw materials. In 1996 these prices Tell. In the last quar-

ter of 1996, the prices for krafl pulp increased. However,
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Abitibi-Price 1996 Fibre Rcsources

Virgin Wood Fibre Cutting Rights 1996 199 Harvest
o [thousands ol hectares) Wood Usage Harvest asa %
Mill Business Unit Owned Leased Total {000s m?} (000s m?}  of usage
Chandler — 418 418 512 402 79%
Stephenville - - — 437 158 36%
Iraguais Falls 60 1,184 1,244 877 370 55%
Grand Falls 114 1,725 1,839 462 309 67%
Kénogami — 646 646 380 200 53%
Alma — 982 982 455 206 45%
Beaupré 48 154 202 401 69 17%
Fort William 201 132 933 294 239 B1%
Alabama™* — — — 230 — —
Augusta™® 1 — n 332 — —
Total 434 5841 6,275 4,180 1,953 7%

* Stepbenville shares virgin wood fibre cufting rights with the Grand Falls, Newfoundland mill.

** Figures shown reflact our 50% awnership interest in these mills” producticn.

an announced increase for January 1, 1997 was delayed
and may be pushed into the second quarter as krall ship-
ments remain weak. tligher prices for ONIP and OMG are
also anticipaled in 1997, bul prices for krall and recycled
libres are expected 1o remain below 1995 levels,

With the starl-up of the TMP plants al Alima and Iro-
quois Falls, our kraft consumption decreased hy 7,300
tonnes in 1996. On an annual basis our krall consumption
will he reduced by 19,000 tonnes. This will significantly

lower our exposure (o kraft price increases in the fulure.

Power Advantage

Electrie power is one of lhe largest cosl components for a
paper manufaclturer. Any increase in electricity rates has
significant impact on our costs and compelilive position.

We are nearly sell-sufficieul at four of our eight
Canadian mills, generating over 40% of the power
needed by our wholly owned mills. This gives us an
advanlage over many paper manulacturers.

In 1995 and 1996 we examined our hydro-electric
resources and needs with a goal to reduce bolh our elec-
tricily costs and our reliance on externally purchased
power. We expecl future power savings over lhe nexl

two yvears from Lhis elfort in general.

CONSISTENT HIGH PERFORMANCE
Consistent High Performance (CHP) is an initiative thal

focuses on building management skills to improve the
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performance of existing equipment. From 1994 to 1996,
CHP has resulled in savings of approximately $30 mil-
lion. This initialive is ongoing and we anlicipate further

annual savings of $12 million during 1997 and 1998,

CORNERSTONE UPDATE

Seven of our ten mills have achieved Cornerstone status.
Reaching Cornerstone status means we believe the mill
is a worldwide first-quartile low-cost producer, has long-
term markets for its paper, and will have positive cash
Now afler all required capilal expenditures over the
nexl 10 years, even al anticipated cyclical pricing lows.

Achieving Cornerstone is only the [irsl step; we
have to ensure that our mills remain at this high level of
performance, regardless of changing market condilions
such as an escalaling Canadian dollar,

We are proud of the improvemenlts our three non-
Cornerstone mills have made, bul thex slill have farther
to po. We will resolve the non-Cornerstone mills as
quickly as we can, but only when we are sure that we
have explored all the opportunities and we are able to
make the decision thal provides the best value.

We recenlly announced our intention to offer lor
sale our Fort William newsprint mill and woodlands. If
it is sold, the proceeds will he reinvested in the Compa-
ny's core husiness operations. As previously mentioned,
we are reviewing a numher of options for our Kénogami

and Chandler mills.



CONTINGENT LIABILITIES

As of December 31, 1996, Lhe Company had been named
as a defendant in a number of lawsuits. This topic is dis-
cussed in note 20 to the Company’s finaneial statements

on page 46 of lhis Annual Report.

ENVIRONMENTAL REGULATION

From 1994 10 1996, $210 million of the Company’s lolal cap-
ital spending was targeted at projects providing a return 1o
the environment, such as recycling capacity additions and
secondary elMuent treatment plants. This does noul include
an additional $45 million eaeh year spent to operate lhe
Company’s efTluent treatment plants and undertake refor-
estation and other forest protection measures.

In 1995, the Company compleled the construction of
seven secondary eflluent treatment plants al ils Canadian
mills at a total cost of $160 million ($90 million below the
original $250 million estimaled cost). All of the Com-
pany's mills are now equipped to comply [ully with cur-
rent environmental standards.

While it is difficull to forecasl the pace or direction of
future regulations, we think our current effluent systems
are more than capable of satislying governmenl slandards

for the loreseeable fulure.

Oullook for 1997 and 1998

On Febrnary 14, 1997, we announced our agreement to
amalgamate with Stone-Consolidated Corperation.
Upon amalgamation, the two companies will continue
as one corporalion carrving on the same operations with
the same assets and liabilities as currently held by the
iwo corporalions.

The amalgamated company will have an annual

capacity to prodnce 4.4 million tunnes of publication

N

Operating Profil Sensilivities

The Company's operating profit will be impacted by the

following sensilivities:

1997 Operaling Profil Sensitivities®

{milfians of Canadian dollars) Impact on
o Fully-
diluted
Operating Net Earnings
Proft  Earnings Per Share
Each U.5.850 change in
transaction price per tonne of:
Newsprint:
North America $ 55 $ 3 d0e
International markets 38 25 25
SC paper 7 5 5
Alternative Otfset™ paper 9 6 5
Directory paper 7 5 5
Specialty paper 7 5 5
Manufacturing cost changes:
U.5.$50 change in kraft pulp
price per tonne 5 3 3
Cdn.$1 change in fibre costs
per cubic metre 5 3 3
1 day of paper manufacturing
downtime 3 2 2
U.5.$10 change in ONP/OMG
price per tonne 2 | 1
1% change in electricity rates 2 1 1
Foreign exchange:
U.8.1e change in the relative value
of the Canadian dollar 17 1 12

" based on budgeted volumes and prices

papers, including newsprint, direclory, high-hright off-
set papers, supercalendered papers and other value-
added grades. In addition, the amalgamated company
will have an annual capacily to produce 430 million
board feet of lumber al its seven sawmills and 160,000
tonnes of kraft markel pulp and kraft papers.
Shareholder approval of the amalgamalion is being

sought in the second quarter of 1997,
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Manageme

-

The consolidated Mnancial stalements and all other infor-
nulion in the Annual Beport are the responsibilily of man-
agement and have bheen approved by the Board of Directors.
The financial stalements have heen prepared by man-
agement in accordance with accounting principles gener-
ally accepted in Canada and include some amounts which
are based on best estimates and judgements. Finaneial
information provided elsewhere in the Annaal Report is
consistent with that shown in the financial statements.
The integrily ol the finaucial statements is supported by
an extensive and comprehensive svstem of inlernal account-
ing controls and internal audits, the latter being coordinated

with reviews and examinations performed by the sharehold-

" CoeQisndis

RoNALD Y. OBERLANDER

Chairman and Chief Frecutive Officer

January 29, 1997
Toronto, Ontario

1

Vvuditors

To rhe SrEnorpeERs or Anrrisi-Pricr Ixce.
We have audited the cansolidated balancee sheets of Abitibi-
Price Inc. as at December 31, 1996 and 1995 and the con-
solidated stalements of earnings, retained earnings and
changes in cash posilion lor each of the three vears in the
period ended December 31, 1996, These consolidated
linancial statements are the responsibility of the company’s
management. Qur responsibility is to express an opinion on
these financial slatemenls based on our awdils,

We conducted our audils in accordance with generally
accepted auditing standards, Those standards require thit
we plan and perform an andit to obtain reasonable assur-

ance whelher the financial stalements arve Iree ol malerial

Jatuary 29, 1997, eveept
Note 22 which is as at February 14, 1997
Toronto, Ontario
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s BReporl

ers’ auditors in e course of satisfying themselves as to the
reliability and objectivily of the financial stalements,

The sharcholders” and internal auditors have free and
independent aceess 1o the Audil Commiltee which is com-
prised ol tour non-management members of the Board of
Directors. The Audit Commiltee, which mects regularly
throughout the year wilth members of financial manage-
ment and the sharcholders” and internal auditors. reviews
the consolidated tinancial stalements and recommends
their approval 1o the Board of Directors.

The accompanving consohdated linancial statements
have been exmmined by the shareholders” auditors, Price

Waterhouse, whose report follows.

Parrick G. CROWLEY

Senfur Fiee-Prestdent and Chict Financiel Officer

Report

misstatement. An audit includes examining, aon a test hasis,
evidence supporting the amonnts and disclosures in the
Mnancial statements, An audit also includes assessing the
accounting principles used and significant estimales made
by management, as well as evalualing the overall inaneial
statement presentalion,

In our opinion, these linancial statements presealt fairly.
in all material respecets, the financial position of the com-
pany as at Decenber 31, 1996 and 1995 and the results of
its operalions and the changes in its financial position for
each of the three vears in the period ended Decermnber 31,
1996 in accordance with Canadian generally accepted

iccounling principles.

Pria_ Welithpaz_

Chartered Aceountants



Consolidated FKarnings

Yaar ended December 31 lml“IDnS nI Canadlan dollals uxcum oer shalc amaun'lsl 1996 1995 1994
Net sales $ 2,59 S 2 732 S 2 HO
Cost of sales 2,001 2,063 1,879
Selling and administrative expenses 139 120 94
Depreciation and depletion : 126 113 TH
Restructuring costs (nate 4} ' 8 6 8
2,384 2,302 2,092
Operating proﬁl from comululng operatmns 206 480 18
Interest expense _ (84) {61} (74
Unusual items frote 5/ 5 4 {21}
Other income and expenso, net {note 6) ) o 4 - B (4}
Eamings (loss} from continuing nperallons beiore income taxes 163 418 {81}
Recovery of (provision for) i income taxes (nore 7} (59} {146) - 29
Earnings {loss) from continuing operations 104 272 152)
Loss on disposal of dlscontlnued operations, net of i income tax recovenes of S?. {nore 3) — — {4)
Nét earnings {loss) for the year s 104 s S (56)
Per common share:
Earnings (loss) from continuing operations s 117 § 31 S {062}
Earnings (loss} for the year
Basic 117 3.24 (0.66)
Fully diluted 1.14 2.90 {0.68)
Dividends declared 040 0.30 —
Dividends payable 0.10 0.10 —
~Weighted average number of common shares outstanding (miions:
Basic 88.7 84.0 844
Fully diluted 91.4 95.4 96.6
Fully diluted number of common shares outstanding (miliiens) 9.5 91.4 99.6
Consolidated Retained Favrnings
Year anded December 31 Imallions u! Canad-an doliars) 1996 1995 1994
Retained earnings, beginning of year S 302 s 298 $ 359
et earnings 1loss) for the year 104 212 (56}
506 570 303
Dividends declared {36} (25} —
Purchase of common shares in excess of average stated capital (note 15) — {140} —
Unamortized convertible subordinaled debenture issue costs,
net of income 1ax recoveries of $1 {note 14) — {3i —
Expenses of common share issua, net uf income tax recovenes of 82 ) — — (5)
Retained earnings, end of year $ 470. § 402 S 298
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Consolidated

Balance.

Sheet

December 31 {milhons of Canadian dallars) 1996 1995
ASSETS
Current assets
Cash and deposits $ 60 $ 178
Accounts receivable {note §) 2 215
Inventorias (note 10} m 234
Prepaid expenses 18 n
5M1 638
Fixed assets fnote 11) 1,733 1,526
Investments and other assets {note 12} L 90
Deferred pension cost %0 92
Goodwill k) | 25
$ 2499 g 23N
LIABLILITIES
Current liabilities
Bank loan $ 15 S 17
Accounts payable and accrued liabilities 383 397
Dividends payable 9 9
Income taxes payable — 21
Current portion of long-term debt
Recourse {note 13 {a)) 52 24
Non-recourse —joint ventures {note 13 (b} 15 52
474 520
Long-term debt
Recourse (note 13 fal) 369 294
Non-recourse — joint ventures (note 13 (b)) 242 255
Deferred income taxes 296 253
Convertible subordinated debentures (note 14) — )
Preferred shares {note 15 10 10
1,391 1,356
SHAREHOLDERS KQUITY
Common shares {note 15) 638 613
Reteined eamings 470 L1V
1,108 1015
$ 249 § 23N

Approved by the Board of Directors.

"o Conans

Director
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Changes in Consolidated Cash Posiltion
Year ended December 31 {rmillions ot Canadian dellars) 1996 1995 1994
Continuing operating activities
Earnings (loss) from continuing operations $ 14 £ 2 § (52
Depreciation and depletion _ 126 13 m
Restructuring costs 28 — —
Unusual items — {4} 21
Provision for (recovery of} deferred income taxes 49 150 (32)
(Qther non-cash items 2 2 {3)
‘ 309 554 45
Changes in the non-cash working capital components of continuing operations fnote 16) {47} JSH {25)
Cash generated by continuing operating activities 262 523 20
Financing ectivities of continuing operations
Increase in {repayment of} long-term debt and bank loan, net 47 (66) 6
Purchase of common shares for cancellation — (194) —
Retirement of preferred shares — {n {6}
Issue of common shares, net of expenses — — 169
Cash generated by {used in) financing activities of continuing operations 47 {261} 162
Investing activities of continuing operations
Additions to fixed.assets, net of $6 (1995 - $8; 1994 — $2) of investment tax credits {346} {327} {82}
Acquisitions {rate 3/ ’ (a7 — (2)
Decrease {increase) in investments and other assets 5 (5 {9
Proceeds from sales of discontinued operations and operating divisions,
net of 40 debentures received from purchasers —_ — KX
Cash used in investing activities of continuing operations (388) (332) {50
Dividends paid to common shareholders (36) (16} —
Cash generated by (used in) continuing operations (115} (86} 129
Cash used in discontinued operations ' ' {3 (8) n
Increase (decrease) in cash during the year {118) {94) 122
Cash and daposits, baginning of year ) 178 272 150

Cash and deposits, end of year $ 60 $ 178 § m
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Consolidaled

BUsiveESs SEGUMENTS

Scgmenlted

InlTormalton

Year ended December 31 Selling &
{milligns of Canadian dallars) Net Cost of Gross  Admunistrative Restructuring
‘o6 . Sdles_ __Sales .. Profit _ Expenses  Depreciation Losts
Newsprint ™" $ 9 $ 730 $ 264 $ N $ @ $ 15
Value Added 6% 0 ¥ 0 w2 a2 . S
Total Paper™® 1,570 1122 448 103 123 28
Office Products™ 647 602 45 3z 3 —
Lumber & Newsprint Brokerage & KFK] 67 6 q — —
Discontinwed - = T = = =
$ 25% $ 2,09 $ 4199 $ 139 $ 126 $ 28
S e
Newsprint'" $1,150 s M $ 449 g 61 § 75 b 4
ValueAdded 652 _ a8 I 3 N
Total Paper™ 1,802 1,130 672 93 112 6
Office Products ¥ 476 443 3 22 1 —
Lumber & Newsprint Brokerage & 504 490 14 5 - —
Oiscontinued _ e LT T T T .= LT
32782 $ 2,063 g 79 $ 120 $§ 13 $ ®
L S e e L
Newsprint!"! £ 748 $ 634 S 114 5 4 S 7 ) 5
Valug Added - I - T S T
Total Paper @ 1,176 990 186 68 110 8
Office Products ™ 443 408 35 i 1 —
Lumber & Newsprint Brokerage ! (& 491 481 10 5 — —
Discontinued e T e e e
s2.110 £ 1,879 $ 23 $ % $§ m § 8
GLOGIAPING SEGMENTSY
Year ended December 31 Selling &
{m:lligns of Canadran dollars} Net Cost of Gross  Administrative Restructuring
w6 . Sales  Sales Profit Expenses _ Oepreciaton  Costs
Canada $ 307 $ 51 $ 5% $ 10 $ 9 $ 28
USA 1,708 1,340 369 85 77 —
memational® __ s4 " s ___ W @& 0w -
$ 2,590 $ 2,09 $ A $ 13 $ 1% $ 28
wes e
Canada s 276 S 207 $ 69 § N g N $ I
USA 1,924 1,446 478 18 13 5
merational® _wm w0 172 R I -
£ 2,782 $ 2,063 $ 719 $ 120 s 13 g B
... e _
Canada $ 206 8 176 s 30 8 8 S 10 g 8
USA 1,529 1,361 168 62 13 —
International ® o 375 . - B < 2 . —
$ 2110 £ 1,879 $ 23 $ 9 & m £ 8
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Paper Paper
Operating Produced Sales Fixed Asset Total
Profit __ wosctornes) | Additions Assets
$ 97 1,298 1,305 $ 200 $ 1676
L | %0 %9, 1% .58
194 1,858 1,864 335 2,357
10 — — 3 123
2 319 321 — 19
s 206 2177 2185 s 38 $ 2,499
S 309 1,426 1,401 § 22 S 1,585
SR S UL £ (N U2 N L)
461 2,057 2,028 342 2,164
10 — — 3 155
9 309 304 — 38
i e I T L. 1e
S 480 2,366 2332 § 345 $23N
s (9) 1,382 1,39 8§ 39 § 1,624
E s se| & B
— 1,967 1,979 105 2,006
13 — — 1 132
5 421 423 — 37
= == 14
s 18 2,388 2,402 S 106 $2189
Paper Papar
Operating Produced Sales Fixed Asset Total
__Profit _ feosofonness | Additions ¥ Assets
$ 9 1,539 160 $ 3 $ 1,870
207 638 1,328 9 590
o = s 3
§ 206 2177 2,185 $ 33 $ 2499
s 46 1747 218 S 3% $ 1,778
322 619 1,506 15 b69
m. 0 - 608 — M
S 480 2,366 2,332 $ 345 $231
S 4 1,788 o 21 IV B 104 S 1;610
3. 600 1,575 2 563
s = eS|l —
§ 18 2,388 2402 § 106 $2,189
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1) In 1994, 121,000 tonnes of Gaspesia newsprint pro-
duction were ncluded in the brokerage business
[see hinancial statement note 3 bl). bn 1995 and 1996,
Gaspesia was wholly owned by the Company and
100% of its results were included with the newsprint
business. 1994 inciudes 112,000 tornes of newsprnint
produced by the Pine Falls, Manitoba mill prior lo its
sale in Seplember 1994.

The Paper Business consists of the Company’s eight
wholly owned paper mills and 50% of the Company’s
two newsprint joinl venture mills.

3j The Office Products Oivesion disteibutes information
processing supplies and provides sales, marketing
and logistics services.

The Brokerage Business represents sales of lumber
and panelboard products for 1hird parties and sales
of the Company's [oint venture partners’ share of
production of the newsprint joint venture mills. Lum-
ber and panelboard sales were discontinued by the
end of the third quarter of 1996.

4} This segment includes the commission received on
sale of 154,000 (1995 - 171,000; 1994 - 58,000} tonnes
of newsprint sold for the Pineg Falls Paper Company
following ifs sale in September 1394, The tigures for
paper production and sales do not include those of
the Pine Falls, Manitoba mill after September 1934,
as they represent commission revenues only.

Fixed asset additions nciude adjustments for
amounts in accounts payable and accrued liabilties
related to capital expenditures.

2

4

6

11 Geographic segments retlect the ultimate sales des-
tination for the products. Sales and cost ol sales by
manulacturing or purchase source location are as
follows:

I‘Sﬁ B Net Sales  Cost of Sales
Canade § 1617 § 1243
USA 588 67
Internstional s a1
§ 259 5 2
1995 ) )
Canada 5 1643 5 1270
[PLY] 863 130
International 66 [x)
§ 27682 § 2063
1994
Canada § 1375 5 1085
USA 585 747
International S0 47
s Zle § 18719

2} International markets consist of all markets outside
Canada and the United Srates.

31 Fixed asset additions include adjustments for
amounts in accounts payable and accrued liabilittes
related to capital expenditures.
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Notes to

Consolidated

Finmancial Slatemenls

{tabular amounts «n miilions ol Canadian dollars)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
These linancial statements are expressed in Canadian
dallars and arve prepared in accordance wilh accounling
principles and disclosure standards generally accepled in
Canada (Canadian GAAP). The statements ol earnings and
changes in cash position inelude three years informition
for comparalive purposes. These financial slatements are
not intended to provide other disclosures which would Lyp-
ically be found in linancial statements prepared in accor-
dance with generally aceepted aceounting standards in the
United States (7.5, GAAP).
{a) Basis of presentation The linancial statements con-
solidate the accounts of Abitibi-Price Inc., ils subsidiary
companies, the Company’s proportionate interest in its U8,
joint venture parinerships comprising Augusta Newsprinl
Company (Augusta) - 50%, SMlabama Biver Newsprinl Com-
pany (Alabama) - 30% and Alabama River Recyeling Com-
pany (Alabama Recyelingy - 50%, and its ownership
interest in Gaspesia Pulp & Paper Company Limiled
(Gaspesia) - 51% to December 13, 1994 and 100% alter that
dale (see note 3 (b)),
(b) Use of estimates The preparation of financial slate-
ments in conformily with generally accepted aceounting
principles requires management o inake eslimales and
assumptions that afTecl the reporled amounts ot assels amd
liahilities and the disclosure of contingent assels and liahil-
ities at the date of the [inancial stalements and the amounts
of revenues and expenses [or the reported period. Actual
results could differ from those estimates.

{c) Translation of foreign currencies Assels and liabili-
ties denorninated in foreign currencies are leanslaled al
vear end exchange rales. Revenues and expenses are lrans-
lated al prevailing markel rates.

The net .S, dollar assels of self-suslaining join ven-
tures and subsidiaries hedge a porlion ol the Company's
LS. doHar debl Any remaining U.5. dollar (ebl is hedged
by future LS. dollar revenues. Exchange gzains or losses
on | S dollar debl hedged by hnare revenue are
deferred and included in earnings in the period that the

revenue is carned.
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{d} Financial instruments Realized gains and losses on
option and torward exchange rale conlracts that hedge
anlivipated revenues are included in earnings when Lhe

revenue is carned,

(e} Inventories Invenlories are valucd al the lower of
average cost and net recoverable amount, .

(1} Fixed assets and depreciation Fixed assels are
recorded at cost, which includes capilalized inlerest
and preproduction costs. Investment lax credits and
government capital grants received reduce the cost of
the related lixed assels.

Depreciation is provided at rates which amortize the

lixed asset cost over the productive life of the asset. The prin-
cipal fixed asset calegory is production equipment which is
generally deprecialed over 20 years on a straight-line basis,
(g} Environmental costs  Environmental expenditures that
conlinue o benelit the Company arc recorded al cost and
capilalized as part of fixed assets. Depreciation is charged o
incone over the estimated future benelit period of the assel.
Environmental expenditures that do not provide a henefit to
the Company in future periods are expensed as incurred.
(h} Investments Long-term inveshnents are recorded al
the lower of cost and nel récoverable amount,
{i} Pension costs Karnings are charged will the cost of
pension benefits earned by employvees as services are ren-
dered. Pension expense is determined using managemnent’s
hest estimales of expecled investment yvields, wage and
salary escalation, morlality rates, terminations and retire-
menl ages. Adjustiments arising from pension plan amend-
menls, experience gains and losses, and assumplion
changes are amorlized to earnings over lhe average
remaining service lives of the members.

Any difference belween pension expense (determined
on an accounting hasis) and funding (as required by regu-
latory aulhorities) gives rise 1o deferred pension costs,

{)) Goodwill Goodwill is recorded al the lower ol book

yvalue and nel recoverable amount and is amortized over ils



estimated period of future henefit — corrently 20 years.
Any impairment in value is recorded in earnings whea il is
identified.

(k) Income taxes lleterred income laxes result from
differences in the timing of income and expense recognti-

lion for aceounling and lax purposes.

2. NEWSPRINT JOINT VENTURES

{H} Research and development costs Research cosls are
expensed as incnrred. Development costs for lechnically
antdd commereially Teasible products or processes which
management inlends to produce and market and/or use
are deferrcd until commercial use begins. At thal lime,
these costs are charged to earnings over the estimaled

commercial life of the product or process.

The Company’s investiments in joint venlures are accounted for vsing the proportionate consolidation method of accounting.

The effects on the Company’s results ol operations, changes in cash posilion and financial position are as follows:

1996 1995 1994
" Equty  Proportionate  Equiry " Proportionate  Equiy  Proportionate
Atcounting Accounting for  Accounting Accounting for  Accounting Accounting for
for Joint  Increase Join Venlures lor Joint  Increase Joint Ventures for Joint  Increase  Joint Venture
Ventures (Decrease}  as Reported Ventures (Decrease) as Aeported Ventures (Decreaset as Reported

Consolidated Earnings Statement
Net sales $2590 § — $25% §2m82 & — $ 2,782 $210 8§ — $2.110
Operating profit 143 63 206 404 76 480 16 2 18
Income {loss} from joint ventures 38 {38) — 45 (45) — {33} KX} —
Interest expense (19) {25) {44) {29} (32) {61) (40) {34} {74}
Unusual items & other income

and expense, net 1 — 1 {2) 1 mn {24} (1) (25}
Earnings (loss} from continuing

operations before income taxes 163 - 163 418 — 418 (81) — (81}
Net earnings (loss) $ 14 § — $ 104 $ m s — § 2772 & (56} S — S (56)
Changes in Consolidated

Cash Position
Operating activities $ 188 § N4 $ 262 S 458 ¢ 65 § 523 § 21 s (1} s
Financing activities 144 (97) 47 (222) {39} {261} 147 22 169
Investing activities {381) ¥4} (388) (322} {10} (332} {49} (m (60}
Dividends paid (36) — (36} {16} T (16) — — -
Cash generated by (used in)

continuing operations s (83) § (30 $ (115 S {102) § 16 $ (86 S 19 s 10 $ 129
Consolidatad Balance Sheet
Current asssts $ %1 § 2 $ $ 591 § 47 $ 638
Fixed assets 1,362 n 1,733 1,140 386 1,526
investments in joint ventures 13 {131} — 138 (138} —
Deferred pension cost 9% {6} %0 97 {5} 92
Other assets o4 1" 105 102 13 115
Total assets $2238 § 1265 $ 2499 $2068 5 303 $2371
Current liabilities $ /5, § 3 $ 41 $ 472 8§ 48 § 52
Long-term debt; :

Recourse 369 — 369 294 — 294

Non-recourse — joint ventures — 242 242 — 255 255
Deferred income taxes 296 — 296 253 — 253
Convertible subordinated :

debentures — — — 24 — 24
Preferred shares 10 — 10 10 — 10
Shareholders” equity 1,108 — 1,108 1,015 — 1,015
Total liabilities and equity $2233 § 265 $2499 $2068 § 303 823701
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3. ACQUISITIONS
(a} Tenex Data Corporation ILffective luly 1, 1994, the
Company acquired all of the outstanding shares ol Tenex
Data Corporation (Tenex), of Toronto, Onlario, a distribu-
tor of computer supplies and dala slorage products and a
paper converter, at a cost of $47 million, The vesulls of its
operalions have heen included in the consolidated finan-
cial statements from July 1, 1996.

The 1996 acquisition has been accounted Tor using the
purchase method of accounting, Acquisilion casls were

allocated as follows:

Working capital $ 3
Fixed assets 7
Goodwill 6

$ 47
Cash consideration s 22
Debt acquired 25
Acquisition cost $ 47

Additional consideration may he payable relaling o
Tenex's ture carnings fron ils paper converting husiness.

The maximim amounl pavable is approximately $5 million

and will be recorded as a cost of the acquisilion when'

incurred.

(k) Gaspesia Pulp and Paper Company Limited  On Decem-
her 16, 1894, the Company purchased 49% of Gaspesia to
increase its ownership inlerest 1o 100%. Gaspesia owns and
operates a newsprinl mill with an annual preduction
capacily ol 260,000 tonnes, localed in Chandler, Quebec.
Prior to this acquisition, Gaspesia was a joint venture and has
heen accounted for, in these financial statements, using the
proportionate consolidation method. Is revenues, expenses,
assets and liabititics have beea fully consolidated in these

financial statements subsequent to the purchase date.

40

This 1994 acquisition hits been accounted lor using the
purchase method of accounling. Acquisilion cosls were

allocated as follows:

Working capital $ 010}
Fixed assets g
Deferred pension cost ) 3
Acquisition cost $ 2
4, RESTRUCTURING COSTS
1996 1945 1954
Thermo-mechanical
pulping conversions $ 28 § — $ —
Relocation of inside sales and
customer service offices — B —
Employee restructuring costs — — 8
$ 28 $ 6 $ 8

During 1996, the Company incurred one-time restruc-
turing charges on the start-up of two thermeo-mechanical
pulping plants, including $19 million for the write-off of
redundant flixed assets and $9 million tor employee

restructuring coslts,

5. UNUSUAL ITEMS
1996 1895 1994

Net proceeds from insurance
claims relating to assets
destroyed by flooding at
Jonquidre, Quebec
{Kénogami} mill and
hydro plant $§ 5

Gain on sale of Thunder Bay,

Qntario newsprint mill

Loss on sale of Pine Falls,

Maniteba newsprint mill




6. OTHER INCOME AND EXPENSE, NET

1396 1995 1994

Interest income s 7 s 15 $ 10
Discount on sale of

accounts receivable fnote §) (11} (13) {5}

Other income (expense) 1 (] (8)

Dividends on
preferred shares (note 23) 4] n M
S 4 $ (5 s (4)

7. INCOME TAXES
The Company’s recovery of (provision for) income taxes

anidl effective income tax rates are:

1996 1995 1994
Earnings (loss) from
continuing operations
before income taxes $ 163 $ 418 S {81
Recovery of (provision for)
income taxes {59) {146} 29
Effective income tax rate 36% 35% 36%
Reconciliation to statutary tax rate:
Average Canadian combined
federal/provincial rate
of income tax 39% 38% 40%
Increased {reduced} by:
Manufacturing and
pracessing allowances {4) {6} (5)
Large corporations tax 2 1 {3
Tax rate differential
between Canada
and the USA 1 2 5
Other (2) —- {n
Effective income tax rate 36% 35% 36%

Al December 31, 1996, the Company’s L1.S. subsidiaries
had $118 millien in non-capital tax loss carevlorwards
which are available to reduce laxahle income in fulure
years. These losses expire belween 2005 and 2008, The
benefit of these tax losses was recorded in earnings in the

years incurred.

4

8. DISCONTINUED QPERATIONS
The Company seld its Price Wilson and Hilroy converted
protlucts operations on June 10, 1994 and November 30,
1994, respectively, al an afler lax loss of $4 million. This
loss included allocaled interest expense of $1 million.

Al December 31, 1996, accrued liabilities related to
all discontinued operalions were $12 million (1995 -

$13 million).

9, ACCOUNTS RECEIVABLE

Under angoing agreements with major banks, the Company
sells accounts receivable to twa ol its wholly owned sub-
sidliary companies. These ("(Jmpauit's lhen sell the receiv-
ables, with minimal recourse, o the banks. The Company
acts as a service agenl and adininisters the collection of
these accounls receivable. At December 31, 1996, these
hanks owned $174 million (1995 - $170 million) ol such
receivables, with a maximum eredil risk exposure to the

Company of $13 million (1995 - $12 million),

10. INVENTORIES
199 1995
Finished goods $ 145 s$14
Materials and supplies 79 3
Pulpwood 7 43 47
$272 S234
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11. FIXED ASSETS
1996 1995
Accumulated Net Book Accumulated Net Book
Cost Deprecietion Value Cost Depreciation Value
Property, plant and equipment $ 2929 $ (1,238) $ 1,691 § 2,656 § (1,173} $ 1,483
Logging equipment and development 88 (68) 20 88 {67 21
Tlrr_lb_erlirqits 46 (24} 2 & (23 o
$ 3.063 $ (1,330) $ 1,713 $ 2789 $ (1,263 $ 1,526

During the year, $11 million (1995 - $9 million; 1994 — $1 miillion) of interest was capitalized to tixed assets. In addition,

the Company recorded $6 million (1995 - $8 million; 1994 - $2 million) of investment lax eredits that reduced the cost of the

relaled Nxed assets.

12. INVESTMENTS AND OTHER ASSETS

1996

Pine Falls Paper Company Limited
Subordinated, $37 million debenture
{1995 - $40 million), maturing in 2004,
aceruing 10% simple interest to 2000,
and 17% semi-annual compound
interest payable thereafter
Unamortized portion of
debt financing costs
Perkins Paper Ltd.
3.84% cumulative, convertible,
redeemable, retractable
Class B preferred shares
Exchange Iass on long-term debt
hedged by future revenue 9 9
St: Laurent Paperboard Inc.
12% discounted present value of
87 million, non-interest bearing notes,

1995

21 28

13

maturing between 1997 and 2005 4 4
Other 2 19
$ 1A $ 9

492

13. LONG-TERM DEBT
(a) Recourse
The debt described below has recourse to the general credit

of Abitithi-Price Inc. and consists of:

1996 1995
Abitibi-Price Inc. and
Abitibi-Price Sales Corporation
Floating rate revolving credit facility,
unsecured, with interest rate of
LIBOR plus 0.875%, maturing in 1998
(U.S. portion - U.§.867 million} $124 $§ —
Abitibi-Price Inc,
7.92% notes, maturing in 2009
(U.5.$200 million) 214 273
Sinking fund debentures, redeemable
at the Company's option
10.65% Series H,
maturing m 1997 (U.5.815 million;
1995 - U.5.533 million} 2 M
Other 2 1
4 318
Less: Current portion of long-term debt (52) {24
$ 369 s244

The Company may borrow under ils credil Tacility on a
revolving hasis up to U.S.$250 million.
The debl agreements contain cerlain restrictive Mnan-

cial and olher covenants,



{b} Non-recourse — joint ventures

The Company’s interest in the long-term debl of its U.S.
newsprint joint ventures is withoul recourse 1o the assels
of Abilibi-Price Ine. These non-recourse loans are
secured by $371 million (1895 - $386 million) of joint ven-

ture fixed assets and consist of;

Alabama
LIBOR plus 1.50% term loans, rising to
LIBOR plus 1.875% in 1996 and LIBOR
plus 2% in 1999, maturing in 2002,
with quarterly principal repayments
ot U.8.52.5 million {U.5.5149 million;
.1995 - U.5.5162 million)
Alabama Recycling
10.50% senior notes, maturing in 2008
{U.5.813 millign; 1995 - U.5 814 millian) 18 19
Augusta
Senior 10.01% secured notes, maturing
from 2001 to 2004 (U.$.525 million;
1995 — U.5.525 millian) k2 34
Series A & B notes, LIBOR plus 1.25%,

$ 205 $ 222

repaid in 1996 (1995 - 1J.5.823 million) — 2
- T m  w
Less: Current portion of long-term debt (15} {52)
T s s

Al December 31, 1996, Alabama had interest rate
agreements with major banks, which expire belween 1997
and 2001, thal provide an effective interest rate of 9.6%
(1995 - 8.5%; 1994 - 9.0%) on 368 million of the $205 nil-
lion non-recourse debl oulstanding (1995 - 892 million of
$222 million outstanding). In 1996, the effective interest rate
ou the Alabaina debt was 8.2% (1995 - 8.6%; 1994 - 8.6%).

Augusta has a line of credil of LLS.$13 inillion bearing
prevailing markel interest vates, This line of credit was
undravwn as at December 31, 1996 and 1995,

Fartnership distributions are subject to eertain restrie-
tions until~these loans are repaid in accordance with the

loan agreements.
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In 1997, Alabama may nol be in compliance with
cerlain debt covenanls under cerlain circumstances,
The oulcome ol these mallers is not delerminable. The
assels less the liabilities of J\Iahmna_invludt‘d in the con-

solidaled financial slalements were 322 million al

“December 31, 1996,

{c} Scheduled long-term debt repayments are as follows:

Recourse  Non-Recourse
Debt Debt Total
1997 § 62 $ 15 S 67
1998 156 15 m
1999 30 22 52
2000 30 15 45
2001 30 25 55
Thereafter 123 165 288
$ 421 $ 257 S 678

The estimaled Tair value of the long-term debl at the

period end dates is as fpllows:

1996 1995
Recourse $440 £ 340
Non-recourse 21 330

14. CONVERTIBLE SUBORDINATED DEBENTURES

During 1996, 1.6 million (1995 - 8.4 million) commeoen
shares were issued on conversion of $24 million (1995 -
$126 million) of the 7.85% converlibie subordinated deben-
wres. The $3 million of related unamortized issuance
costs, previously included in olher assets, were charged to
retained earnings in 1995,

15. CAPITAL STOCK

(a) The Company is incorporated under the Canada
Business Corporalions Ael and is authorized to issue an
unlimited number of preferred shares and common

shares.
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(b) Common shares

1996 1995

Millions Millions Millions

of shares s of ;;hares 8 of shares

Common shares, beginning of year 87.2 613 874 540 7.3

Shares issued by:

Conversion of convertible

subordinated debentures fnote 14) 16 24 8.4 126 —

Exercise of stock options 0.2 1 0.1 | 0.1

Public offering — — — — 10.0

Shares purchased and cancelled for $194 millien — — (8.7} (54} —

Common shares, end of year 9.0 638 87.2 613 874

1994

8
365

2
173

540

The $140 million excess of purchase price over the average stated capilal of shares purchased and cancelled in 1999 was

charged o retained earnings.

At December 31, 1996, the Company had 2.5 million (1995 - 2.6 million: 1894 - 2.2 million) managemen! slock aplions

outslanding. These options are exercisable al prices hetween $12.25 and $23.06 and expire between 1997 and 2003, O these

stock options, 84% can be exercised in 1997, 10% in 1998 and 6% in 1999 or laler vears.
p A

The payment of a cash dividend on the Company’s common slock is restricled under certain debt agreements. In 1996,

the Company declared dividends to common shareholders of 40¢ per share (1995 - 30¢; 1994 - nil), having satisfivd the con-

ditions of these debt agrecments.

(c} Prelerred shares

139 1995
Millions Miltions Millions
of shares $ of shares b of shares
Preferred shares, beginning of year 09 10 1.0 1 1.5
Shares retracted by holders —_ — 0.1y (1} (0.5}77
Preferred shares, end of year 09 10 0.9 10 1.0

_®
1

The 94¢ Cumulalive Redeemabie Retractable Preferred Shares Series 1 are redecmable by the Company al $11.50 per

share. These shares ave vetractable at $11.30 per share at the option of the holder on January 1 ol cach vear.

16. CHANGES IN THE NON-CASH WORKING CAPITAL COMPONENTS OF CONTINUING OPERATIONS

1996 1995
Decrease {increase) in current assets:
Accounts receivable H {6} s (3n
Inventories {38} (54)
Prepaid expenses ' 7} —
{Decrease) increase in current liabilities:
Accounts payable and accrued liabilities, net of an increase {decrease} in liabilities
for tixed asset additions of $ (8) {1995 - $18; 1994 — §24) {12} 27
Income taxes payable (21} 19
(84) (39

Changes in non-cash working capital not pentaining to
operating activities of continuing operations:
Acquisition of Tenex (note 3 {a)) k- —
Acquisition of Gaspesia, net of bank loan — —
Sale of Pine Falls, Manitoba mill — —
Discontinued operations 3 8

Changes in the non-cash warking capital components of continuing operations S n S (3

{19)
(2)

s (@

a4



17. PENSION PLANS
The Company primurily has comtributory, delined benefil
pension plans thal provide benelits based an length of service
and lnal average earnings. The Company has an obligation
to ensure these plans have suflicient funds Lo pay the henefits
earned. The Company’s contributions are made in accor-
dance with the annual regulatory contribution requirements.
At December 31, the funded status, on an accounling

basis, ol the Company’s pension plans is:

199 1995
Market value of assets s a3 $ 850
Actuarial present value of accumulated
plan benefits based on current
servige and compensation levels:
Vested 7% 666
Non-vested 16 13
792 680
Excess of market value of assets over
accumulated benefit obligations $ 1 $ 170

In 1996, pension plan assets were inereased by Conipany
and emplovee conlribulions ol $24 million (1993 - $25 mil-
lion) and pension plan investiment gains ol $130 million (1993
-$126 million gain). The plan assels were reduced by benefit

payments ol 368 million (1995 - $69 million) and $6 million

The Company had the following foreign exchange Torward

loreign currencies:

(1995 - $5 million) paid Tor pension fund expenses. Plan
assels were also reduced by $11 million. the value ol past
serviee henefils for non-union emplovees who elected lo
transfer o a new delined contribution plan offered by the
Company elTective Jamuary 1, 19496,

On a going concern basis, using assumplions required
by regulatory authorities, the pension plans had an aggre-
gale unlunded liability of $48 million (1993 - 347 million}

at the lime ol the latest acluarial valuation reports,

18. FINANCIAL INSTRUMENTS

The Company is subject to loreign exchange exposures
which arise rom ils foreign currency sales and interna-
tional operations. Of the Company’s net revenues, 80% is
L5, dollar denominated; and 66% of its non-North Ameri-
can sales ave LS dollar denominated with the rentainder
in local currencies.

The Company currently manages its foreign exchange
exposure with a program of foreign exchange forward con-
lriets with major banks as counterparties for periods up lo
3 vears, The Conpany has a maxinum of 40% ot its foreign
exchange forward contracts which may be outstanding

with any one bank.

contracts oulstanding at December 31 for the purchase of

Contract Amount
Average Contract o fmilions)
Currency Maturity Rate to buy $1 Cdn. 1996 1995
U.S. Dollar 1996 C US. I — U.5.580
1997 U.5.75.13¢ U.5.8725 —
1998 U.§. 76.59% U.S.8420 —
1999 U.S. 76.6t¢ U.5.8239 —
2000 U.5.76.92¢ U.Sst72 —
. 2001 U.S. 76.60¢ U.Ss138 —
Japanese Yen 1996 ¥73.58 — ¥680
o 1997 ¥79.16 ¥1,074 —
Pgund Sterling 1997 £0.45 £13 —
German Mark 1997 DM 1.09 DM 14 —
Italian Lira 1997 L1118 L 24,728 =
Spanish Peseta 1997 ESP 93.29 ESP 1,625 —
French Franc 1997 FF 3.70 FF 53 —
Belgian franc 1997 BEF 23.28 BEF2 —
The Company had the following foreign exchange oplions oulstanding at December 31, 19953
Contract Amount Market Value Maturity Average
{mithons} Imdlians) Dates Rate
Call Options: US Dollar 1.5.81,065 U.S.55 January to December 1996 U.S. 75.84¢
Put Optioné: U.S. Dollar U.5.81,065 U.S.8(%  January to December 1996 U.5.70.04¢
a5 HBMBI-PRICE



19.

The

LEASE COMMITMENTS
sompany has operating lease agreements for the
rental of properly, equipment and the charter of cargo ves-
sels. The minimum annual rental paviments under these
leases are as lojlows:

1997 $
1998

1999

2000

2001
Thereafler

as M R R B

20. CONTINGENT LIABILITIES

Abitibi-Price Ine. and its U8, subsidiary, Abitibi-Price
Corporation, have been named as delendants in several
lawsuits, including purported class aclions, filed on
behall of homeowners in the United Stales relating to a
certain hardboard siding protduct which was manufac-
tured hy Abitibi-Price Corporation prior to October 1992,
In each ol the lawsuits, the plaintitfs allege thal Abitibi-
Price Corporation hardboard siding was defeclive Tor the
purposes tfor which it was sold. The Company denies this
allegation and is vigorously defending the claims made in
these actions.

Each of the lawsuils appears to seck substantial dam-
ages in a trial by jury. However, no specilic amounts have
yel heen claimed by the respective plaintilTs, Nor is it pos-
si!.)le at this time Lo quantify meaningfully the amount of, or
the range of, damages implicated by Lhe plaintifts’ claims.
Management cannot al this lime assess Lhe likelihood that
the Company will incur a loss or obain an unfavourable
result in connection with any one of these actions.

The Company is subject to a number of other unrelated
claims in respect of which either an adequate provision has

heen made or for which no material liability is expected.
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21. UNITED STATES ACCOUNTING PRINCIPLES

The linancial stalements have been prepared in accordance
with Canadian GAAP which, in the case of the Company,
conform in all material respects with US, GAAP. with the
following exceplions:

() The Company delers exchange gains and losses on
U.S, dollar debt hedged by Tuture revenue (see Note 1 (c)).
Under U5, GAAP, unrealized exchange gains or losses are
recognized in income,

(h) The Coinpany lollows the deferral method of account-
ing for income taxes, Under U.S, GAAP Financial Account-
ing Standard No, 109 (IFAS109), the asscet and liability
method of lax accounting is used.

() In 1994, the allocation of the Company’s laxable earn-
ings between Canada and the United Stales was changed as
a resull of an agreement helween tax authorities in both
countries, This agreement resulted in a prior period adjust-
ment under Canadian GAAPR Under U.S. GAAP the Tull
impact of this adjustment would have been recorded in
1994 nel carnings.

(<) The Company has designaled its toreign exchange for-
ward contracts as a hedge of Tuture anticipated revenues.
Under LS. GAAP, these toreign exchange forward con-
tracts would be marked-lo-market. .

(v} As required under Canadian GAAP, the Company
presents ils prelerred shares as a liability and the related
dividends as an expense. Under LS. GAAP prelerred
shires and the related dividends are shown as compo-
nents of shareholders™ equity.

(N As required under Canadian GAAP. the Company
accounts for ils joint venlure investments by the propor-
tionale consolidation method of accounting. Under US,
GAAP these joint ventures would be accounted lor using
the equity method. The impact of 1his dilference has been

disclosed in note 2.



In accordance with US, GAAP the elfeel ol these differences would be:

1996 1995 1994
Earnmgs (Iuss) fmm conunumg operahons - Canadlan GAAP $ 104 § 272 § (52}
Exchange gain {loss) on long-term debt hedged by future revenue (rote 21 {a)) — 4 n
Reduction of income tax provision {note 21 {b)) - 3 14
Prior period adjustment under Canadian GAAP {note 21 fc)) — — 1
Mark-to-market of foreign exchange forward contracts,

net of 1ax effect of $13 million (rote 21 (d}) (23} - —

Dl\ndends on preferred shares {nore 21’ (e})' 1 1 - 1
Earnings {loss) from continuing operations — U S GAAP 82 280 {33}
Loss from discontinued operations - — (4)
Net earnings {loss) for the year - U.S. GAAP 82 280 (37}
Provision for dwrdends on preferred shares (1 {1 (1
Net earnings (Iuss] attributable to common shareholders - U, S GAAP $ M § 19 s 38
Per Fully-Diluted Common Share:
Earnings (loss) from continuing operations — Canadian GAAP $ 114 § 290 $ {062}
Ad]uslments to con1orm to U S GAAP {0.25) 0 07 0 22
Earnings itoss) from continuing cperations — U.S. GAAP $ 039 § 2.97 S I:O 40)
Net earnings {loss} - Canadian GAAP $ 114 § 290 § (0.66}
Adjustments 10 conform to U S GAAP {0.25) 0. 07 0.22
Nat earnlngs{loss) .S, GAAP $ 089 S 297 $ (0.44)

22. SUBSEQUENT EVENT

On February 14, 1997, the Boards of Direclors of the
Company and Stone-Consodidated Corporalion agreed (o
amalgamate the two companices. The amalgaimation will
be recorded as a pooling of interests for accounting pur-
poses,

Upon amalzamation, cach common share of the
Company will he converted into one conmimon share of the
combined entity, Fach ¢conmmmon share of Stone-Consoli-
dated Corporation will be converted into 1.0062 comman
shares of the combined entity,

The transaction is expected Lo close in the second gquar-
ter of 1997 subject to, among other things, approval from the
companies’ shareholders and Canadian and 1.5, regulatory

aulhorities.
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23. COMPARATIVE FIGURES

Cerlain comparative figures have been restated to conlorm to
the current year's linancial stilementt presentation. including
the adoption on a retroactive basis of recommendations
untler Canadian GAAP that preferred sharves he reclassified to
liahilities from shareholders' equity in the consolidated bal-
ance sheet and the related dividends be recorded as an

expense in the consolidaled statement of earnings.

JABmBI-PRICE



Flesen-Year Financial Review b

IUnaudited) (millions of Ganadian dollars, except per share amounis| 1996 1995 1994

CONSOLIDATED EARNINGS

Net Sales $ 259 $ 2,782 $ 2,10
Cost'of Sales 209 2,063 1,879
Selling and administrative expenses 139 120 84
Depreciation and depletion 126 13 11
Reslruclurmg casts 28 6 §
Operating proﬁt {Ioss) from continuing operanons 206 480 18
Interest expense (44) {61) (74}
Unusual items 5 4 (21}
Other income and expense, net {4) (5) (4)
Earnings {loss) from continuing opetauons. belore income taxes 163 418 (81)
Recovery of (provision lor) income taxes (59} {148} 29
Eamings iloss} from continuing operations 104 272 (52)
Earnings (loss) from discontinued operations, net of tax — — (4)
Net earnings (loss) for the year $ 104 $ . $ {56)

Per Basic Common Share:

Earnings {loss) from continuing operations $ 117 $ 324 S {0.62)
Net earnings {loss) for the year 117 J2 {0.66}
Dividends declared ¥ 0.40 0.30 —
Dividends paid 0.40 020 —
Common shareholders’ equity 12.49 12.08 993

CONSOLINDVTED SEGUENTER INFORVIATION

Net Sales
Newsprint $ 994 $ 1,150 $ 748
Value-Added 576 652 428
Office Products 647 476 443
Brokerage n 504 49)
© $25% $ 2,782 $2,110
Operating Profit
Newsprint s 9 $ 309 $ 9
Value-Added 97 152 9
Office Products 10 10 13
Brokerage 2 9 5
$ 206 $ 480 § 18
Paper producad (thousands oi tonnes)
Newsprint . 1,298 1426 1,382
Value-Added 560 631 585
Brokerage Ny 309 an
21n 2,366 2,388
Papar sales (1housards of tonnes)
Newsprint 1,305 1,401 1,391
Value-Added 559 627 568
Brokerage - - o k¥a | 304 423
2,185 2 332 2,402

Netes: (1) The financial statements for the years 1986 to 1934 have been restated to reflect the adoption of the proportionate consclidation method of accounting
for the Company's investments in joint ventures.
{2) The financial statements for 1986 to 1995 have been reslated 1o reflect the reclassification of preferred shares trom shareholders equity (o liabilties and
the related dividends as an expense.
{3) Four quarterly dividends were paid in each of the years 1986 10 1992. Common share dividends were suspended after the first declaration in 1993 and resumed in 1935,
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1993 1992 1991 1990 1989 1988 1987 1986
$ 1,869 $ 1.601 $ 1,533 $ 1,635 $1,732 $ 1822 §1,634 $ 1,573
1,698 1.548 1,333 1,423 1,399 1,336 1,256 1,225
106 101 88 106 113 108 93 80

m 113 107 103 100 96 84 76
19 3 L 35 9 — — —
{65) (164} {14} {32) 1 282 20 192
{70t (58) (47) {50) (43) (49) (45) (44}

k) (62) (19) {19) (18) 3 — (3}

(12} 4} 6 5 T 5 6 )
(150} {298) (74) {96) 61 41 162 141
51 104 Y B 301 199) {72) (68)

99 - (194} (44) {61) n 142 90 73
- (13 e (I’;?l ) (34) - 9 v 4 28_7 . 25
$ (12) $ (221 . s {78} S (52) s 48 S 183 s s $ 9%
$ 1.38) S 279 $ {0.62) $ {0.88) $ 044 $ 205 $ 130 $ 108
(1.56} (3.19) {1.12} {0.76) - 0.70 264 1.70 1.46
0.125 0.50 0.50 050 0.875 1.00 0.70 0.60
0.25 0.50 0.50 0.50 1.00 1.00 0.60 0.60
10.08 ) 10.75 14.4477 16.06 - 13.32 17.50 . r5.86 14.86
$ 755 S 658 s 710 $ 822 S 899 §1.0M1 S M $ 975
7 304 326 344 363 343 279 266

n 290 238 235 216 150 84 —
426 349 259 234 254 258 280 332

$ 1,869 $ 1,60 8153 $ 1,635 $ 1,732 5 1,822 $1,634 $1,573
$ (63} $ sy s 9 S (24) 97 § $ 176 s 143
{14) {26} {4) {10) 20 44 12 37

13 9 7 6 2 (5) m —

m L i8) 14) {4) 12 14 12

S {65) S {164 § {14} S (32} § m § 282 $ 0 § 192
1,454 1,375 1,249 1,419 1,523 1,625 1,566 1,533
438 413 407 420 416 407 363 350
402 402 364 B 304 268 275 267 265
2,294 2,190 B 2.020 2,143 2,207 2,307 2,196 2,148
1,455 1,394 1,226 1,433 1,510 1,626 1,609 1,583
440 amn 457 468 482 453 416 394
403 406 3§§7 - 303 264 13 268 269
2,298 22N 2,041 2,204 2,256 2,352 2,293 2,246
49 JHBITIBI-PRICE



Fleven-Year Financial BReview b

tUnaudited) (milligns of Canadian dollars) 1996 1995 1994

CONSOLIDAVIED Baboancr Sy

Assets
Cash and deposits $ 60 S 178 § n
Accounts receivable 221 215 183
Inventories 2712 234 180
Prepaid expenses 18 " 1
571 638 646
Net assets held for divestiture — — —
Fixed assets, net 1,733 1,526 1,316
Investments and uther assets 74 a0 104
Defeired pension cost 90 92 95
Goodwill . 3 25 28
$2499 s23N § 2189
Liabilities
Dividend payable ™ s 9 S 9 § —
Bank loan and bank indebtedness 15 17 32
Income taxes payable —_— 21 1
Current portion of long-term debt
Recourse 52 24 12
Non-recourse - joint ventures 15 52 15
Accounts payable apd accrued liabilities 383 397 382
- - 7 o LA 520 a2
Long-term debt
Recourse 369 294 329
Non-recourse - joint ventures 242 255 337
Deferred income taxes 296 253 112
Convertible subordinated debentures — 29 150
Preferred shares®@ 10 10 11
Sharehalders’ Equity
Common shares 638 613 540
Retained earnings 470 402 298
1,108 1,015 838
$ 2499 $23Nn $ 2,189
Other
Return on average common shareholders’ equity o 29% —
Net debt to total capitalization 37% 33% 42%
Number of employees at December 31 7,266 6,787 6.475

Notes: (1} The financial statements for the years 1986 to 1994 have been resiated 1o reflect 1he adoption of the proportionate cansolidation methad of accounting
for the Company’s investments in joint ventures.
(2} The financial statements for 1986 ta 1995 have been restated to reflect the raclassitication of preferred shares fram shareholders” equity 1o liabilities and
the related dividends as an expense.
(3) Four quarterly dividends were paid in each af the years 1986 10 1992. Common share dividends were suspended after the first declaration in 1933 and resumed in 1995.
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1993 1992 1991 1990 1989 1988 1987 1986
$ 180 S 136 $ 2 s 6 s 13 s 4 s 1 § A
159 109 187 n 394 418 426 373
175 181 361 420 428 412 369 355
13 12 29 27 27 26 I,
497 438 597 164 862 897 987 714
40 54 255 305 32 265 253 218
1,328 1,366 1,469 1,525 1,444 1,324 1,263 1,184
49 69 39 81 n 84 75 105
19 9 3 65 5] 34 23 16
28 29 28 w2 43 1 —
$ 200 $ 2035 $ 2461 s$2N $2778 $ 2,647 §2,602 §21297
s - s 9 s 9 $ 9 $ 9 $ 19 $ 19 s N
13 9 62 163 153 — — 5
— — — — 11 15 14 5
13 12 14 17 33 31 25 18
17 2 9 8 § 8 9 10
312 343 355 7 3 B L I S 2
355 394 449 574 541 356 Rit)| 37
324 383 369 389 405 457 561 413
30 280 265 255 175 106 124 141
150 213 356 413 426 401 307 264
150 — — — — — — —
17 20 2t 27 n 115 N 123
365 262 262 262 262 262 262 260
359 483 739 851 938 950 836 769
12 745 1,001 1,13 7 1,200 ”71,7271727777 - ﬂg&i - 71029
$ 2,021 $ 2,035 $ 2,461 $27M §£2778 § 2,647 $ 2,602 82297
— — — — 4% 16% 1% 11%
49% 4a% 42% 38% 36% 36% 38% 2%
6,458 6,641 6,713 141 8,251 8,662 8,812 8,917
51 JHBMBI-PRICE



28

'GeG| UI PAINSal PUE £66| LI UDNEIEIDAP 1511 3yl 13Le PAPUAASNS 31am SPUIPIAIP J1RYS UOWILIOY ‘66| O 9861 SIBaA 8y} Jo yzea wi pred aJam spuapiap Ajjauenb ino4 (g}
'asuadxa Ue Se SpuaplaIp pale|a. ay}
pue sanipgey o] Alnba $18pjoydieys WO $31eYs paayad JO UDIEDYISSE(I8) BYL 1I8))1 O} PAIRISAI USB BARY G66| O) GBI 10} StU3WRIS |BIJUBUN 8Y) (7)
‘saimuan uol vl sjuaunsaaw sAuedwo) ayl Joj
Gununcade jo poylaw Loeposuod aleuciucdesd ay) Jo uondepe ay) 128(j21 0} PRIBISAI UBAT BARY G| 01 GREL SJE3A AU 10} SUBWAlES [BIDUBL YL (|]) :SaloN

2T 8 g8il 3 M s leadk jo pue ssaupemapul yueg jo j0u ‘sysodap pue yseq
051 Uz 8il N 7777 eek jo BuuwbBeq ‘$50upaiqapul yueg jo jou ‘spsodap pue yses
72l {v6l (811} 1eak ay) Buunp yses ul (asearaap) asealou)
{2) (B) () "7 suonesado panunuoadsip ui pasn ys qseg
621 (99) (SLL) S " suonesedo Bununugs {u pasn) Aq pa;e:auaﬁ qsug
— e (o€} T T ysaapoyaseys uowwos o) pred spuapialg
(09} (ZEE} (88€) suune]ado_ﬁumunuoa ;Js&ﬁﬁﬁﬁﬁﬁiﬁﬂ] pasn yse
t4] — izt e  suomsinbay
£e — — 1au ‘suosialp Buijesado pue suonesado panupuoISIp JO SB|ES WOIJ SPEBI0IH
(6) (s 5 $19SSE 13U)0 PUE SJUBUNSBAUI Ul BSEBIIU|
(z8) 1eze) {ove) 18U 'S}asse pax|y 01 Suolppy
suanesado Buinuuod jo saanoe liuusanu|
691 ('lng o b o R o suoueJado ﬁumunuoa ;0 samnnoe Buuiuueuu qu| pasn] Aq pawjauaﬁ qseg
691 - - o ~ sasuadxa jo 190 a:eqs UoWWoa J0 anss|
_ _ _ 18410
{9t {1 — saleys passajaid Jo Wawalnay
9 {99} it 1au 'ueo| yueq pue 1qap wia-Guoj (jo wawAedas} ul aseasaul
- {b61} = UOIE|[3JUBD 10J SAIBYS UOWWDA O aseyaIng
suoneiado Guinuituos jo sanranae buloueuly
0z €28 9 o - --_;S_E-I-ll_lnilaéEHﬂEJQUO ﬁumuuuoa i pawjauaﬁ yses
{52) {1g) (lbl ' suoueJado Buinuiuod jo siuauoduiod (edea Burniom ysed-uou am ul sabuey)
S v55 60€ o -
(€ £ z V o ) SWayl YSBa-uou J8yiQ)
_ — 8z BUIINIZNIISAI 10) UOISIADI
(4%] 051 6t $3Xe] BWO0IUI paliajap (jo AIaA0031) 10} UOISIACL
1z v — Sway [ensnup
Lt £l 9zl uonajdap pue uonelaaids()
28 s Ut $ voL suonesado Buinunuod wouy 1eah ay) Joj {sso)) sbuiuiey

sananae bunesedo Guinunuog
NOLLISO HSYY CQELIVUTTOSNO ) N SITONVTHY)

Y661 S661 966[-” ’ ‘ ’ [SIB[|OP UBIPBUED (O SUCI|[ W) (paNIpnNeun)



1993 1992 1991 1990 1989 1988 1987 1986

s (99) § (194) S [44) $ (61) g 3l g 139 S 90 S 76

111 13 107 103 108 96 84 76

— 62 10 20 - — — —

(52) {113} (30) {35 18 81 31 36

10 3 18 10 23 — — —
S R . S s w3
(23} ___,__(,]_m_) L _56 - EE___ 1E - 3277 - 7315_ ___323
(E?il 62 “”_7_ 128 32 {9} 23 {53)
e 3 LT ... S . S . 3 170

9% {26) (8) 45 37 {98} 169 (37
3) () i6) 4) (84) 16) 2) (n

(8) — 1 1 {2) 1 (n 19
. = - = - o B
e 2 Wy i % 118
(59) (30) (52). (202) {2501 - (182) (220) (230)

30 3 3 12) (3} ' (8 6 —

2 353 52 — — — — 30
.- = = B = sy 0=
fet % 3 4 @ 0 Q% (2 209

L - N ) R N ... D . S . S .1
& oo  w ey hen 049 M 03
. L T o S L. 1 S - S S ..

23 169 115 {17} {181} {136} 151 31
e s ¢ o4 7 o 0® 6

g 150 s 127 g {42} S 157} S {140} S Al s 117 § 26
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Quarterly Financial Inlormation
151 2nd 3rd 4th

{Unaudied) {milbons of Canadian dollars, except per share amounts| Ouarritigrm Oqanerﬁr Quarter Quarter 7T0[ai|
1 O4H
Net sales $ 709 $§ o1 § 63 § 625 $ 25%
Cost of sales 525 506 500 560 2,09
Selling and administrative expenses 34 3 36 36 139
Depreciation and depletion 3 20 3 3 126
Restructuring costs — 28 — — 28
Operating profit {loss} 19 45 46 5 206
Net earnings {loss) for the period 72 - 7723 ) 'B, {9) 104
Per common share:

Net earnings {loss) for the period - fully diluted $ 078 $ 026 $ 020 $ (010 $ 14

Dividends declared 0.10 0.10 0.10 0.10 0.40
Weighted average number of cammon

shares outstanding — fully diluted (munions) 9.2 91.2 9.3 91.4 91.4
Production iihousands of 1onnes?

Newsprint 340 308 309 M 1,298

VYalue-added papers 138 136 143 143 560
Total paper business 478 444 452 484 1,858
Newsprint brokerage 19 18 82 80 319
Sales (thousands ol tonnes)

Newsprint 306 23 316 392 1,305

Value-adcﬁlgg papers 7 133 B 132 140 7 154 559
Total paper business 439 423 456 546 1,864
Newsprint brokerage 68 4 80 99 an
1993"
et sales $ 609 S 676 s 757 s M0 $ 2,782
Cast of sales 487 496 546 534 2,063
Selling and administrative expenses 26 32 29 33 120
Depreciation and depletion 29 28 28 28 113
Restructuring costs - = 5 — 6
Operating prafit 67 120 148 145 480
Net earnings for the period 30 68 84 90 272
Per commaon share:

Net earnings for the period - fully diluted s 033 § on $ 091 $ 095 § 290

Dividends declared — 0.10 0.10 0.10 0.30
Weighted average number of common

shares out.ﬁsrtjmcﬁrn’g”— 1y|ly dilqled (mulions) . 7987,72 - 7733.3 B 96.8 79754 954
Production (thousands of tonnes!

Newsprint 353 361 352 360 1,426

Value-added papers 153 164 160 154 631
Total paper business 506 525 512 514 2,057
Newsprint brokerage 78 12 80 79 309
Sales ithousands of tonnes)

Newsprint 330 353 368 352 1,401

Value-added papers 149 166 164 143 627
Toial paper business 479 517 532 500 2,028
Newsprint brokerage 75 70 83 76 304

Note: (1} The tinancial statements for the year 1995 have heen restated 1o reflect the reclassification of dividends on preferred shares from retained earnings to nel earnings,
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Approximately 80% of the Company’s revenues, 56% of

o

expenses and 95% ol the Company's debl are denominiated

in Unitedl Stales dollars, To provide investors with informa-
lion regarding our financial position. results of operations
and cash changes for the year in US, dollars. we have
transkated our consolidated halance sheet, earnings and
changes in cash position statements (financial sttements)
into U5, dollars,

These unaudited linancial stateients, reported in U8,
dolfars, are hased on the Company’s andiled financial state-
menls prepared under Canadian

generally  aceepled

accounting principles. As the amounts shown in 1.5, dol-

lars ape for convenience only, the exchange rate of LS. 73c,

the rate at December 31, 1996, has been used for the pur-

pose of presentation of the U.S. dollar amounts in the
accompanving financial statements. ©.8. dollar amounts
shown are not a representation that Canadian dollar bal-
ances have, or could have, been converted into U.S. dollars
al the translation rile used.

These unawdited Mnancial statements, reported in TS,
dollars, are provided solely Tor our sharcholders” conve-
nience. They are not a substitute Tor, and do not inchede the
full disclosures contained in, our audited financial state-

inents on pages 32 w47 ol this Annual Report.

CONSOLIOVTER FovnNinGs

(unaudited}
Year ended Dnccmber 31 tmihans ol United Slales dollars. except per share amounts) 19% 1995 1994
Net sales - § 1 390 8 2,030 S 1 539
Cost of sales 1 526 1,506 1, 371
Selling and administrative expenses m g8 68
Bepreciation and depletion 92 82 81
Restructurmg costs 20 4 7 6
1,739 1,679 1,526
Operating profit from contmumg operanons 151 351 13
Interest expense (32) (45) (54)
Unusual items 3 3 {15)
Other income and ‘expense, net {3) {4) (3
Earnings {Ioss! from commumg operahons befare income taxes 119 305 {59}
Recavery of {provision for} income taxes {43) {107} Al
Earnings {loss) from m continuing operauons 76 198 (38}
Loss on dlsposal of d|scont|nued operahons net of i |ncome tax recovenes of Sl — — {3

Net earnings (Ioss) for the year

s % s 18 s (an

Per common share:

Eamnings (loss) frem continuing operations $ 086 § 236 § (D45
Earnings {loss) for the year
Basic 0.86 2.36 (0.48)
Fully diluted 0.83 208 {0.48)
Dividends declared 029 0.22 —
Dividends payable 0.07 0.07 —
Weighted average number of common shares outstanding (mitions
Basic 88.7 84.0 84.4
Fully diluted 91.4 95.4 96.6
Fully dituted number of common shares outstanding tmithens) 915 91.4 996

JABmal-PrICE



.S, Doilar Reporting

CONSOLIDAYIED Baaanoe Sueey

{unaudited)
December 31 imillions af United States dollars} 1996 1995
ASSETS
Current assets
Cash and deposits $ 5] § 130
Accounts receivable 161 157
Inventories 198 1M
Prepaid expenses 13 8
416 466
Fixed assets 1,264 1,113
investments and other assets 54 66
Deferred pension cost 66 67
Goodwill 23 18
$ 183 § 1,730
Loasnarmes
Curremt liabilities
Bank [nan $ 1 8 12
Accounts payable and accrued liabilities 2 290
Dividends payable ? 7
Income taxes payable — 15
Current portion of long-term debt
Recourse 38 18
Non-recourse — joint ventures n 38
346 380
Long-term debt
Recourse 269 214
Non-recourse - joint ventures 177 186
Deferred income taxes 216 185
Convertibte subordinated debentures —_ 18
Preferred shares 7 7
1.015 990
StrsHolLbERs” Foe e
Commen shares - 465 447
Retained earnings 343 293
808 140
$ 1,613 $ 1,730
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Dollar

| N N N
Reporting

CHWGESTIN ConsoLInaren Casit Posrrion

{unaudited)

Year ended December 31 fmillions ol United States dollars) 1996 1995 1994
Continuing operating activities
Earnings {loss) for the year from continuing operations $ 7 198 § (38}
Depreciation and depletion 92 82 81
Restructuring costs 20 — —
Unusual items —_ {3 15
Provision for (recovery of) deferred income taxes 3 109 {23)
Other non-cash items ) L ol
225 403 33
Changes in the non-cash working capital components of continuing operations .. 22 (18
Cash generated by continuing operating activities 9 381 I75
Financing activities of continuing operations
Increase in {repayment of) long-term debt and bank loan, net M {48) 4
Purchase of common shares for cancellation — (141) —
Retirement of preferred shares — m (4}
Issue of common shares, net of expenses — — 123
Cash generated by {used in} financing activities of continuing operations’ K {190) 123
Investing activities of continuing operations
Additions to fixed assets, net of $4 {1995 - $6; 1994 - 81} of investment tax credits (252) (238) {60}
Acquisitions {34) — (1}
Decrease {increase) in investments and other assets 3 @ (7}
Proceeds from sales of discontinued operations and operating divisions,
net of $29 debentures received from purchasers — — 24
Cash used in investing activities of continuing operations (283) {241) {44}
Dividends paid to common shareholders " {26) {12) —
Cash generated by {used in) continuing operations (84) {62) 94
Cash used in discontinued operations (2) (6) (5}
Increase (decrease) in cash during the year (86) (68) 89
Cash and deposits, beginning of year 130 198 109
Cosh and deposits, end of year s 4 130 $ 198
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Corporale Gonye
Corporale governance has been delined as the process and
structure used Lo direcl and manage the business and
affairs of the corporation, with the objective of enhancing
shareholder value. Both the Bouard ol Directors and the
managenent of the Company recognize the inherenl value
of having appropriate siruclures and procedures in place 1o
ensure that the Board can funclion independently of man-
agement. To this end, the Company has adopted a2 number
of policies which are aimed at ensuring the effecliveness ol
its corporale governance praclices.

More detailed disclosure may be Tound i the Joint
Management Proxy Ciretdar of Abitibi-Price lne. and Stone-
Consolidated Corporatlion; however, the following surmmni-
rizes the principal elements of the Company’s corporale

governanoee |)I'¢'I(‘li(‘l‘.‘i.

RESPONSIBILITIES OF THE BOARD

The Company's Board of Directors has olTicially adopted a
document called Principles and Praclices o outline the
details of the Board's goals, vesponsibilitics. composition,
size and manner of operation. The Board recognizes it has
the ullimate responsibility for supervising management off
the husiness and afTairs of 1he Company and for acting in
the best interests of the Company, Through the Board's
stewardship ol the Comnpany, the goal is 1o enhance long-
term value Tor the sharehoelders and 1o presceve and protect
the underlying value of the entlerprise and Ter lhe benefit of

all slakeholders.

COMPOSITION OF THE BOARD
The Company’s Board of Directors was comprised ol eleven
members in 1996, The Board believes that ten of the direc-

Lors cualified as “unrelated” directors, An “unrelated” dircetor
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is a director that is independent of management and free
from any interest in any business or other relationship
which coulid or could reasonably be perceived 1o materially
interfere with the director’s ability 1o actin the hestinterests
of the Company. The Board considers Ronald Y. Oberlander
Lo be a “related” director. The composition of the Board is
intended to: (i) refleet some representation from the Com-
pany's principal operaling and customer regions, and (ii)
represent a skill profile which will serve the Board best in
discharging its dulies. The Board is satishied 1hat the exisi-
ing structure and procedures provide assurance thal the

Board acts independently of management.

COMMITTEES OF THE BOARD

The Board ol Directors carries oul a number of its responsi-
hilities through committees, which are appointed annually.
In addition, the Board may appoint ad hoco connillees
periodically asnay be needed. Al regular scheduled ineel-
ings of the Tull Board, the directors receive, consider and
discuss Board commillee reports. With the exceplion of
the lixecutive Committee, all commillees are enlirels

composed ol “unrelated™ directors,

BOARD EXPECTATIONS OF MANAGEMENT

The information management provides 1o the Board is
criticia! to the effective funcltioning ol the Board and so
the direclors must have confidence in the data galher-
ing, analysis ind reporting Tunctions ol management,
The Corporate Governance Commitlee momnitors  the
nature of the information requested by and provided to
the Board so that il is able Io- determine il the Board can
he more effective in identilying opportunities and risks

for the Company.
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Montreal, Québec
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Chairman
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Chairman & CEO
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President

Beauwood Investments Ltd.
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ALLAN H, MICHELL
Director
Mantreal, Quebec

HENRY J. Nowak
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Moanoa

CHAIRMAN AND CEO

Ronald Y. Oberlander

EXECUTIVE VICE-
PRESIDENTS

David Lorelto
C. Donald Martin
John W, Weaver

cmenl o and

SENIOR VICE-
PRESIOENTS

Jean-Claude Casavanl
Organizational Leadership

& Innovation

Patrick G. Crowley

Chief Finanecial Officer

William 11 Sheflield

MILL BUSINESS UNIT MANAGEMENT TEAMS

Alabama River
Newsprint Company
foditedrarae . Wakiir
Ben Cagle
Co-Leader

Thor Thorsteinson
Co-Leader

Barbara Cole
Finunee

Russ Sirmon
Produrction

Terry Wilkerson
Human Resourees

Alma

Wittt fhiee b

Breen Blaine
Co-leader
Jean-Mare Siiard
Co-Leader
Richard Guay
Human Besonrees
Gilles Daigneault
Finanee

Gratien Girard
Paper Machines
Robert Garean
Pulping

Augusta Newsprint
Company

Mrznester, Covoietie
Bob Colley
Co-Leader

DYick Dorris
Co-Leader

David Piervee
Finance

Jim Reece
Human Resources
Rich Zogol
Production

Beaupré

Hoeerggors (el
Michel Maillé
Co-Leader

Lue Ranger
Co-Leader
Richard 1eblanc
Hhnan Resources
Ianiel Sénéchal
Finanee

Fort William
Fhanedor oy, (Chiaeio
John Ploulte
Co-Leader

Briam Slevenson
Co-Leader

Principal

VICE-PRESIDENTS

Donald G. Curry
Controffer

Fernand 1. Dugquette
Engineering &
Knvironment

Daniel R Perkins
Treasurer

Robert P Kanee

Paul A, Planel
Muarketing

Tom McNeely
Finanee

Carol Hansen
fHluman Resourees

Gaspesia Pulp and
Paper Company
Chandice, Quebe
Tom Crowley
Co-Leader

Allen Dea
Co-Leader
Ghislain Cyr
Praoduction
Daniel Gauvin
Hhiman Resources
Peter Martin
Finanee

International
Foreanned faifis o
Siephencifte, Neactonnd o
Dave Kerr
Co-Leader
Colin Keeler
Co-Leader
Gord Qltord
Co-Leader
Barry Perry
Finanee

OTFlNicoers

Jacques P. Vachon

Legal Affairs & Secretary
Phil Whiting

Feecutive Scientist

Brian J. Young
Lnvirommental -\ ffuivs

OFFICE PRODUCTS

Bruce I. MeGroarty

President of Ariduta, Azerty,
Lurozerty, Azerty de Mervico

Iroquois Falls
Ireeptiens Fubts, i tideie
Jon Melkerson
Cao-Leader

Jack Yerhoeven
Co-lLeader

Main Lalonde
Frrwnee

Don McCroome
Hwmean Resourees
Roy Richardson
Production

Kenogami
Tatidpeetere, (hcdne
Breen Blaine
Co-Leailer

VMain Grandmonlt
Co-Leader
Gadtan Guérin
Human Resonrees
Michel Tanguay
Frnahee

Gérald St-Pierre /
Michel Lessard
Production



Sharcholder Information

Market for Securilies

The common shares of Abitibi-Price are listed on the “ABYT, The following sets Torth the high and low report-
Toranto, Moutreal and Vancouver stock exchanges ed prices and trading volume of the common shares on
under the symbol “A7 The connnon shares are also list- the Toronto Stock Esclinge and the New York Stock
ed on the New York Stock Exchange nnder the ssmbol Exchange for the periods indicaled,
TSE!]! NiSEL?i
High  Low® Valume High™ Low® Volume
{$ Canadian} [# of shares) {SUS) {# of shares)
FISCAL 1994
First Quarter 18.75 15.25 12,452,888 13.75 11.38 468,300
Second Quarter 17.88 15.63 13,151,651 13.13 1150 705,300
Third Quarter 20.63 16.25 25,943,261 15.25 11.75 1,281,400
Fourth Quarter 20.25 16.50 16,487,869 15.13 12.00 1,312,400
FISCAL 1995
First Quarter 2013 17.13 25,793,825 14.50 12.00 5,982,700
Second Quarter 23.63 18.50 28,623,657 17.25 13.75 6,990,300
Third Quarter 25.88 2213 23,4729 18.68 16.13 13,372,900
Fourth Quarter 2513 19.00 19,750,072 18.63 13.88 17,592,200
FISCAL 1936
First Quarter 2363 18.13 27,592,108 17.25 1338 1,913,100
Second Quarter 21.00 18.10 13,946,344 15.38 13.25 5111,100
Third Quarter 19.60 16.50 12,854,017 14.25 1250 5,106,300
Fourth Quarter 22.00 17.10 17,293,733 16.13 1263 4,068,600
1 As reported by the Toronto Stock Exchange.
2 As reported by the New York Stock Exchange.
3 Based on one a1 more 100 share lots

Stock Price Closing Cumulative Total Return
{dollars per share) tdollarsi
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wame Abitibi-Price  =TSE 300 TSE Paper & Forest Index



Alternative Qffset™ high hright
uncealed groundwood paper used
for printing calalogues, inserts,
techinical nanuals, buoks, and direcl
mail and linancial cirenlars,
Capacity the amount, in lonnes, of
paper aorachine can produce ina
veir adjusted for statutory holidayvs
and downlime periods extending
bevond one day.

Coated paper grades of paper 1o
which a coaling is applied. cither on
the paper machine or a subsequent
rocess,

Chemical pulp pulp obtained by
couking wood in solulions ol varions
chemicals. The principal chemical
processes are sulphite and krall,

Deinking a process of re-pulping

wiasle paper to remove inks and ather

non-fibre contaminants, producing
clean fibre snitable Tor paper mani-
facluring.

Effluent the liguid waste of indus-
trial processing,

Effluent treatment

Primary treatment a provess which
removes suspended solids Trom
elfluent.

Secottdary (reatment i process
which reduces the biochemical oxy-
zen denand (BODY) and wxicity of
efMuenl.

Fibre the structural component of
waooldy plants that are separaled
from cach other during the pulping
operation ina pulp mill and
reassembled into the form ol a shee
during the papermaking process,

Groundwood pulp pulp produced
from wood fibres which are
separated by mechanically grind-
ing logs on a stone wheel.

Hectare 2349 hectares equal |
square mile, 1 hectare = 20471 aceres
or 01 square kilometres.

High brightness papers uncoated
groundwoad paper with a brighi-
ness level higher than standard
newsprinl,

International refers 1o any geo-
graphical area outside North Ameri-
cia when nsed in reference lo our
markets,

Glossary ol

Kralt pulp pulp produced by a
process where the aclive cooking
agent is amixture ol sodinm
hydroxide and sodinm sulphide.

Limits leased or owned Torest lands
(usnally deseribed in terms of
sguanre miles or hectares), where
the company procures fibre forits
paper milks.

LWC (or light-weight coated) clay-
cuiled groundwood paper having a
stmoolh linish and high opacity, used
primarily Tor catalognes, magazines
and inserls. A higher-value grade
that competes in same end-use mar-
ket as SC papers.,

MF (or machine finished) offset
uncoated groundwood paper thad
las had its surface properties
improved while stll on the paper
machine, used primarily Tor “offset™
printing.

Mill net price (ransaction price less
delivery cosl.

Newsprint a printing paper whose
najor use is in newspapers, [Lis
nunle largely from groandwood or
mechanical pulp reinforeed to vary-
ing degrees by chemical pulp.

ONP {old newspapers} used news-
papers collected Lo make recyveled
paper products.

OMG (old magazines} used or
unseld magazines collected 1o

make and slrenglhen reexeled
paper products.

Operating rate the ralio of actual
dans ol machine operation Lo the
days available.

Operating efficiency the ratio of
actual saleable lonnes manufactured
Lo the maximum possible tonnes.

Printing papers alcerm used o
describe those paper grades used Iy
printers and publishers in their pro-
duetion of books, magazines, news-
ripers. ele,

Pulp 1he generic term deseribing
the cellulose fibres derived from
wood and/omr waste paper, Pulp can
resull from a variely of pulping
processes including cooking, relin-
ing, grinding and the processing and
cleaning of wasle paper.

Pulpwood logs nsed Tor making
pulp.as opposed 1o those used for
lhumber {sawlogs).

Rotogravure paper high smooth-
ness uncoated groundwood paper,
Lvpically nsed for printing ol cata-
logues amd magazines,

SC {or supercalendered) paper
clay-filled groundwood paper, hayv-
ing a simoolh finish and high opaci-
tv., used primarily Tor catalogues,
magazines and inserts, SCV s a
higher-value grade than SCB, which
is higher than SCC.

Soft-nip a process where the
pressure poinl between two rolls
gives the paper a simoaoth and
zlossy linish,

Stumpage lee the charge levied Iy
certain provineial govermnents in
Canada for lrees cul on government
land,

Sustainable forestry managing and
using the forest to meet the various
needs ol today’s society, while main-
laining the productive capacity of
nalural forest ceosystems and the
biodiveristy of the Torest.

TMP (thermo-mechanical pulp} a
process where wood chips are sepa-
rated mechanically into Tibres aller
pre-healing with steim.

Tonne {(metric} 1.1023 short lons

{1 short 1on equals 2,000 ponnds)

Transaction price list price less
discounl.

UFS (uncoated freesheet) printing
and wriling paper made mostly from
chemical pulp without applicd
sheet-coaling material,

Uncoated groundwood u higher-
value grade of paper which has
properties similar 1o newsprint and
is used in printing papers for diree-
torics. calalogues. advertising ciren-
lars. perindicals, elte.

Value-added papers qualily uncoal-
ed paper that is a higher grade than
newsprint, but losver than fine
paper, in lerms of brighlness, sur-
face smoothness ind opacity, Made
largely rom groundwood or
mechanical pulp. Also contains
varying proporlions ol chemical
pulp and lillers.



Sharcholdcer

Special Meeting of Shareholders

The special mecting of Abitibi-Price e, sharcholders
will e held at the John WL Bassell Theatre, Lower
Level, Metro Toronto Convention Centre, 233 Front St
VWest, Toronto, Canada, on Thoesday, May 29, 1997 at

11:00 a.m.

Transfer Agenls and Registrars

Montreal Trust Company
Toronto, Montreal, Vincouver, Calgars, Regina, Hali-

fix and Winnipeg, Canada

Hareis Trusl and Savings Bank

Chicago, 1.SA

Auditors

Price YWalerhouse

Torontg, Canada

Inveslor Relations Contacts

Michael Medline
Direclor, Investor Relations

Telephone: (H6) 203-3065

Robert J. Tait
Manager, Investor Relations

Telephone: (H6) 203-5084

GENERAL ACCESS:

Abitibi-Price Inc.

Investor Belations

207 Queen's Quay AWesl, Saile 680
Toranto, Ontario

Canada MO 204

Telephone: 1 H88-ABITIBL (221 8121
Faesimile: (416 205-4 400

This report s printed in Canada
un paper condiaining recxcled fibre.

InlTormalion

Information Available Upon Request

Upan request, the Company will make available with-
ol cost copies ol its annual reportcannual information
form, management proxy circular, interim reports and

news releases.

\nnual Information Form (Form H-19)
The Company™s Annual Information Form (A is filed
with securities vegulators in Canada and (he | nited
States,

Cader the Mulli-Jarvisdiclional Disclosure System
VLIDS) introduced in 1991, the Company's AL is Tiled
inits Formy H0-F swith the LS, regalintory authorits, the
Securitics and Exchange Commission (S12C), in satis-

faction ol ils annual liling requircment.

Interim Reports (Form G-1v)
Similarhy, the Company files each of s interim
quarterly reports with regulatory anthorities in Cana-

tha and with the SEC in the United Stales in Form G-k,

Emvironmental Report
Copics of the Company's 1996 Progress Report on the
Euvironnment, published in the second quarier of 1997,

are available on request,

Credits

Design: Brsan Mills & Asseciates Lid,
Listration: Cary Henrie
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O n

TO BECONTE THE WORLD™ FINEST MANT FLCTT REFR AND MARKRLTLR OF

GROTNDW OO PAPE RS,

Philosophy

WL RECOGNIZE THAT. FOR OUR COMPANY TO SURBVIVE AN PROSPER.

MW AL ST VCCEPT aND Baloanots GU I BRESPONSTRILTTTES TTOMW VRS

THE VYHIED INTERESTS AND CONCERSS G O8I0 STEYRETTT O DS,

OF B CHSTONERS, OF B ENPLOYEES AND SOCTETY.

Values

TO BECONE THE FINEST WE BRESHAPED O CORPORYIL LT RE
| Bl MECTHE PINESTWE BESHEAPED O B MPORVIE L LTERE

FHROU GHE O RPNV E CORE YA BN

CONTINUOUS LEARNING
feeepitigr pace it change by
econstantiv upgrading owr enoeled ge

e stilts tomeet the ehallenges;

VELOCITY
traring weith greal vegeney o mhe
clianges for the betler and grasp

oppartunities as ey arise;

FLEXIBILITY
heing responsive to eliange and open

o new weays of doing Hiinps:

BUSINESS-LIKE THINKING
eranining evely job and eveev tashoin

terms ol s fmpact on the company:

WISE SPENDING
faaking for the optinien beaelit of all
capendifiires — ol lime, eneraies.

resourees aned HOney.




