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Historical Summary

To help mark its 25th Anniversary, 17 employees of Europa Carton AG, the
Consolidated-Bathurst packaging organization in West Germany, were chosen
to make a week-long trip to North America in October. Representing
operating locations across the Federal Republic, they included in their visit

a St. Maurice Woodlands district, the Laurentide Division newsprint mill at
Grand'Mere, Quabec, and the Domglas glass container plant in Montreal.

At Grand'Mere, they saw steelwork for Laurentide's ‘very high yield' sulphite
pulp mill, one of several major projects now underway in the Company's
continuing investment in new technology and mill and plant modernization.
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Consolidated-Bathurst Inc.

Consolidated-Bathurst Inc. is an eastern Canadian forest
products and packaging organization that ranks among the
30 largest publicly-owned manufacturing companies in
Canada. Its production and sales operations function under
two business groups: Pulp and Paper, and Packaging. In
addition, in recent years, the Company has announced in-
vestments of almost $100 million in Canadian-managed oil
and gas production and exploration.

Net sales of the Corporation have been above $1 billion
since 1978, and in 1979 and 1980, net earnings have exceeded
$100 million.

The Pulp and Paper Group has as its most important product
line newsprint, a versatile paper used mainly in printing

daily and weekly newspapers. During 1980, the Group’s seven
primary mills produced 893 thousand tonnes of newsprint,
mostly for export, and 619 thousand tonnes of kraft pulp,
paperboard and kraft paper. Five sawmills manufactured

121 million board feet of pine and spruce lumber.

The Packaging Group comprises three main companies and
several key subsidiaries that provide other manufacturing and
processing industries with a wide variety of industrial and
consumer packaging and related packaging systems.
Products include multiwall paper and heavy-duty plastic
bags, corrugated and paperboard boxes, glass bottles and
plastic containers. Two of the three companies have plants
across Canada, and the third is a packaging leader in the
Federal Republic of Germany.

Consolidated-Bathurst's major shareholder, with 39.8% of the
outstanding common shares, is another Canadian organiza-
tion, Power Corporation of Ganada, of Montreal.
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Highlights

Operations
(thousands of dollars)

Net sales and other income

Earnings before extraordinary credit
Extraordinary credit

1980 1979 1978
$1403757  $1254686  $1087 460
122 379 98 259 59147
— 4 589 1568

Net earnings

$ 122379 $ 102848 $ 60715

Exchange gain on sales in U.S. funds™ -
net of taxes

$ 38792 $§ 33132 § 25835

Additions to property and plant 143 152 92 332 47 475

Working capital $ 260746 $ 289633 § 263141

Per common share Earnings before extraordinary credit $ 5.42 $ 427 $ 2.60
(dollars) Extraordinary credit — 0.20 0.07
Net earnings $ 5.42 $ 4.47 $ 2.67

Cash flow from operations $ 8.51 $ 6.86 $ 5.25

Dividends 2.00 1.00 0.75

Book value $19.72 $16.26 $12.79

Other data Number of issued common shares 22 481 643 22 051 362 22 381 992
Canadian registered 84.2% 85.1% 85.5%

Number of common shareholders 14 160 14 534 13 008

Number of employees at year-end 17 022 17 869 18 340

*Based on parity of the Canadian dollar with the U.S. dollar

Net Sales, by Group
{millions of dollars)

Earnings and Cash Flow per Common Share
Before extraordinary items (dollars)
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Report of the Directors

To shareholders and employees:

Consolidated-Bathurst entered the 80’s from the strong
performance base established in 1979. In 1980, new records
were set in both sales and earnings. Net sales were $1.389
billion, a 12% improvement over 1979. Net earnings were
$122 million, or $5.42 per common share, an increase of
25% over those of the previous year. Pacing the Corpora-
tion's record results were strong performance in pulp and in
newsprint, higher shipments and improved productivity for
most packaging products, and the benefit to export revenue
from the continued weakness of the Canadian dollar.

Operating Results Improved

All primary mills in the Pulp and Paper Group operated at
full capacity throughout the year except for the Port Alfred
newsprint mill at Ville de La Baie, which was idled for ten
weeks by a strike. The impact of high newsprint and pulp
performance on the Group’s results was only slightly reduced
by lower lumber shipments and linerboard and kraft paper
production difficulties. In Packaging, as predicted, sales
increased and earnings improved substantially. Good results
were achieved by Europa Carton AG in West Germany,
particularly during the first half of the year. In Canada, in-
creased shipments of corrugated containers offset the de-
cline in industrial bag sales. Domglas Inc. had record earn-
ings in 1980, in contrast to the results of the previous year,
during which operations were curtailed by strikes at two
glass plants. At the corporate level, higher income from in-
vestments also contributed to better 1980 earnings.

Foreign Exchange Benefit High

The weakness of the Canadian dollar continued to provide

a substantial benefit to Canada's export industries. The U.S.
dollar was valued at an average of $1.17 Canadian in 1980 as
in 1979. Compared to a basis of parity of the Canadian and
U.S. dollars, this suggests that the Corporation’s 1980 earn-
ings benefited from exchange by approximately $39 million
after tax. This amount is equivalent to 32% of earnings, com-
pared with $33 million, or 34% of earnings before extra-
ordinary credit in 1979.

Expansion and Modernization

Consolidated-Bathurst's strategy is to maintain its cost com-
petitiveness and to take advantage of growth opportunities.
The Packaging Group actively studies new products and
seeks new markets to serve. Pulp and Paper evaluates market
trends and product mix, and progresses through equipment
and process modernization and by adding incremental
capacity at its established mills. In 1980, capital expenditures
increased by 55% to $143 million and are projected to reach
approximately $170 million in 1981, a level considered to be
well within the financial capabilities of the Corporation.

Packaging expenditures were related mainly to raising in-
plant productivity in corrugated containers and in glass

containers, and to initiating the production, in Canada, of
two-litre plastic bottles. In Pulp and Paper, work progressed
on four major projects. These projects are the ‘very high
yield' sulphite pulp mill at Laurentide Division, the newsprint
machine speed-up at Belgo Division, the paper machine for
lightweight specialties at Wayagamack Division, and a boiler
to burn wood waste at Port Alfred Division.

In the final quarter, the Board approved three new mill
projects. The most important involved the expenditure of

$85 million to add pulp output and speed up the paper
machines at Port Alfred, so as to increase newsprint capacity
there by approximately 200 tonnes per day, or 22%. An
expenditure of $10 million was also approved for a second
supercalender to produce rotogravure paper at Laurentide,
and $7 million for modernization of the spruce sawmill at

St. Fulgence, Quebec.

Investments in Energy

During 1980, Consolidated-Bathurst increased its investment
in Sceptre Resources Limited to $20 million by purchasing

1 000 000 treasury common shares for $10 million and 276 000
7% convertible second preferred shares, Series A for

$7 million. The Corporation also purchased 855 000 common
shares and 14 000 preferred shares of Sulpetro Limited for
$19 million. In addition, $3 million was spent on the joint
venture exploration program with Remington Resources
Limited.

In February 1981, Consolidated-Bathurst undertook to pur-
chase 2 000 000 treasury common shares of Sulpetro at $23.50
per share. The transaction is subject to the conditions that
Sulpetro’s shareholders approve certain changes in its
capital structure and that a ruling favourable to Sulpetro and
Consolidated-Bathurst will be obtained from the Federal
Department of Energy under the proposed Canadian
Ownership Regulations and the Petroleum Incentives
Program.

Such investments, as well as being potentially rewarding, are
intended as a shield against the exposure of the Corporation
to energy's escalating cost and uncertainty of supply.

Financial Resources and Dividends

The Corporation entered 1980 in sound financial health.
During the year, capital expenditures and investments were
financed by cash flow from operations and short-term debt.
In December 1980, the Corporation increased its revolving
credit facilities with Canadian chartered banks by $100
million, to a total of $220 million, in order to broaden its
financial resources. To date, the Corporation has used only
$70 million of that amount.

In February 1981, Consolidated-Bathurst sold its investment
in the common shares of Abitibi-Price Inc. for an amount not
less than $51 million, resulting in a pre-tax gain of approx-
imately $18 million.



Dividends declared per common share doubled to $2.00 in
1980. This amount comprised dividends of 25¢ plus an extra
dividend of 7%z ¢ per quarter in each of the first three quarters,
a dividend increased to 30¢ with an extra of 2¥2¢ in the fourth
quarter, and finally a year-end extra dividend of 70¢.

The higher dividend in 1980 met the Board's objectives of
providing a satisfactory return to shareholders, based on
performance, and of maintaining cash flow fully adequate to
operating flexibility. The common dividend payout ratio, ex-
pressed as a percentage of net earnings for the year, was
37% in 1980, the same level as the average for the preceding
five years.

Officers

At the Board meeting following the Annual Meeting on April
25, 1980: Edward Lyssan, Controller, was appointed Vice-
President and Controller; Ashok Narang, Product Manager,
Specialty Newsprint, Kraft Paper and Boxboard, was appointed
Vice-President, Groundwood Specialties; and Colin G. Fraser,
Assistant to the Treasurer, became Assistant Treasurer.

Subsequent to the resignation of Pierre Goyette, Vice-Presi-
dent, Finance, the Board at its meeting on January 29, 1981,
appointed Timothy J. Wagg, Vice-President and Treasurer,
as Vice-President, Finance and Treasurer, effective February
13, 1981.

Directors

At the meeting of the Board on April 25, 1980, Roland
Chagnon, C.A., and A. Searle Leach, ineligible for reelection
as directors under the mandatory age requirement of the
Corporation’s by-law, were unanimously appointed honorary
directors in recognition of their long and distinguished
service on the Board. Mr. Chagnon originally joined the Board
in 1967, having served as a director of Domglas Inc. from
1963. Mr. Leach, who was elected to the Board in 1967, was
also a director of Bathurst Paper Limited from 1965.

On August 29, 1980, the Board accepted the resignation, as
a director, of The Hon. John B. Aird, O.C., Q.C., of Toronto,
prior to his installation as Lieutenant-Governor of the
Province of Ontario. The Board wishes to express its esteem
of Mr. Aird and its appreciation for his valued counsel and
constant dedication as a director of Consolidated-Bathurst
from 1967 and of Domglas from 1973. At the same meeting,
Douglas A. Berlis, Q.C., of Toronto, was appointed to the
Board to replace Mr. Aird.

Two of the regular meetings of the Board were held outside
of Montreal during 1980. The September meeting was at the
Laurentide Division in Grand’Mére, Quebec. The directors
were briefed on site about new capital projects at that loca-
tion. In October, the Board met in New York City at the
Rockefeller Center offices of Consolidated Newsprint, Inc.,
to learn of developments in the Corporation’s major news-

6 print market, at its headquarters for U.S. newsprint sales.

Outlook

Consolidated-Bathurst faces the current year with careful
optimism. The Corporation’s pulp and paper mills are ex-
pected to operate at high production-to-capacity ratios
during most of 1981. Sales of corrugated containers and
industrial bags should gain strength with any improvement
in the Canadian economy, and the outlook for glass and
plastic containers is favourable. It is expected that the West
German recession will adversely affect results of Europa
Carton in the early part of 1981, with some recovery anti-
cipated later in the year. Among continuing imponderables
are the relationship of the Canadian dollar to the U.S. dollar,
the duration of the slowdown in the North American and West
German economies and the ability of international markets
to absorb the new newsprint capacity of 1980 and additional
capacity coming on stream this year.

In 1981, Consolidated-Bathurst enters its 50th year of opera-
tions with every promise of high sales and earnings. A tradi-
tion of husbanding resources and of professional craftsman-
ship, combined with the modernization program of more
recent years, have placed Consolidated-Bathurst among the
lowest-cost Canadian producers of pulp and paper and
packaging. This enviable position augurs well for the future.

The Directors extend their gratitude to Consolidated-
Bathurst’'s employees for their efforts during the year, for their
contribution to the record performance achieved, and

for their day-to-day perseverance against the continuing chal-
lenges of new markets and new projects.

On behalf of the Board of Directors,

™ bdo i 1 ﬂmwff

. L
Roland Giroux W.I.M. Turner, Jr.
Chairman of the Board President

and Chief Executive Officer

Montreal, February 27, 1981.



Pulp and Paper Group

In 1980, the Pulp and Paper Group set new records in profits
and sales. Principal factors in higher earnings were increased
margins, generally high rates of production in relation to
capacity, and the exchange benefit on export sales, mainly

to the United States and the United Kingdom. The weakness
of the Canadian dollar relative to such currencies contributed
approximately 35% of the Group’s operating profit.

Net sales during 1980 totalled $698.8 million, including $43.8
million in sales to the Company’s Packaging Group. Operating
profit was $186.8 million, approximately 70% derived from
newsprint and groundwood specialties.

Market demand for newsprint, groundwood specialties, and
bleached pulp continued strong through the year. Demand
for other Group products varied from acceptable to good,
except in the case of lumber, where it dropped sharply
through most of the year. Adding to the year's operating loss
on lumber production was a special write-off of $1.9 million
related to the permanent shutdown in December of the spruce
sawmill at Marsoui, Que.

Labour negotiations

Collective agreements were renewed in the fall of 1980 at the
Company’s seven pulp and paper mills in line with estab-
lished industry patterns, although a strike of 10 weeks was
experienced at the Company’s Port Alfred mill. This was, at
least in part, a result of the strategy of the union federation
involved at that mill to impose sectorial bargaining on the
industry in Quebec.

Capital expenditures

As mentioned in the Report of the Directors, there are
currently six major projects in progress aimed at moderniza-
tion and change of product or market emphasis at the Com-
pany’s four newsprint and groundwood-specialty mills.
Several of these projects are eligible for grants under the
Canada/Quebec Government Assistance Program for
modernization of the Pulp and Paper Industry, and the Forest
Industry Renewable Energy Program.

With improved profits and cash flow and government aid for
modernization, the Group has increased capital expenditures
to take full advantage of new technology and trends, so as

to prepare its employees and facilities to meet the market
opportunities ahead.

Product emphasis

As the thrust of expenditures on speed-ups, twin-wires and
supercalenders demonstrates, emphasis in the next few years
will be directed toward newsprint and groundwood specialty
papers, the Group’s most important product lines, and to
providing the product quality best suited to the rapidly
changing requirements of Consolidated-Bathurst’s publisher,
commercial printing and converting customers.

To that end, increased production capacity for offset news-
print, rotogravure, and groundwood specialty papers is being
installed. The Group will also continue to be an important
and competitive supplier of bleached and unbleached kraft
market pulps, containerboard, specialty kraft papers, box-
board, and pine and spruce lumber.

As indicated in the product and group reports that follow,
particular management attention will also be devoted to
products and facilities where the return is clearly inadequate,
where competitive ability in future markets may be uncertain
and where such circumstances can be improved within the
control of the Company.

Group strategy is to lead from long-established strengths,
with a clear appreciation of the cyclical nature of the industry
and its markets. Efforts to moderate the swings of such cycles
will continue.

The Group seeks to provide what its customers want and to
deliver it based on optimum use of wood fibre, energy,
process and human resources. With efficient application of
such resources, in spite of the difficulty in predicting eco-
nomic developments on an international scale, the outlook
is positive.

Shipments - Pulp and Paper Group Products 1980 1979 1978 1977 1976
(thousands of tonnes)

Newsprint 913 952 933 785 831
Pulp 231 230 220 186 148
Containerboard 302 301 279 248 206
Kraft paper and boxboard 81 88 82 72 62
Lumber (thousands of board feet) 92 081 131 192 128 159 91 464 95 692




3 Steelwork nears completion in $61.3 million project to broaden capabilities of
Wayagamack Division, Trois-Riviéres, Quebec. Building will house new W-3
paper machine. The twin-wire equipped unit will produce 70 000 tonnes

1 Photo shows the plant's continuous digesters being installed at the
Company’'s new ‘very high yield' sulphite pulp mill, Grand'Mére, Quebec,

To cost $24.7 million, project is part of modernization of Laurentide Division
facilities. annually of groundwood-based specialty papers for telephone directory and
commercial printing uses.
2 This supercalender machine, which started up at Grand'Mére in mid-
September, turns out newsprint especially adapted to rotogravure printing. 4 Bleached kraft pulp produced by the Company's Pontiac Divisicn, at
Its capacity 1s 55 000 tonnes per ennum. A second supercalender, to cost Portage-du-Fort on the Ottawa River, was a slar sales and earnings performer
in 1980. During the year, the Division shipped the two-millionth lonne

510 million, will be installed in the same mill during 1981. L
produced there since start-up in late 1967,




Newsprint
and Groundwood Specialties

Net sales of newsprint and groundwood
specialties were $405.9 million, up
some 10% over $368.1 million in 1979.
This was in spite of the volume lost to
the strike at Port Alfred Division and
total shipments down by about 4%.
Shipments were approximately 62%

to the United States, 23% to Canada,
and 15% to overseas markets. Ground-
wood specialties comprised approxi-
mately 22% of total volume.

While 1980 newsprint consumption in
the U.S. declined by 1% from 1979, to
10.1 million tonnes, overall supply was
tight because of strikes at several mills.
Publisher inventory levels rose by
approximately 200 000 tonnes and
orders remained strong through the
year. Price increases, based on cost
increases, were effected in both
publisher and specialty groundwood
papers.

Sales of groundwood specialties en-
joyed another growth year, with in-
creases in all products and markets.
Total specialty sales were 14% higher
than in 1979, despite restrictions im-
posed by capacity allocation and the
work stoppage. Sale of the product of
the new specialty lightweight machine
under construction at Wayagamack
Division was assured with the comple-
tion of sales contracts for much of that
output, available after mid-1982. The
continued vigorous growth of the
rotogravure market is being anticipated
in the decision to proceed with the
installation of the second super-
calender at Laurentide Division.

Newsprint Net Sales
(millions of dollars)
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Based on Group projects approved

and underway, a capacity of 350 000
tonnes is projected by mid-1982 for

rotogravure and other groundwood
specialty papers.

In the daily newspaper field, the con-
version of letterpress printing plants

to the offset process continues un-
abated. The Company is well equipped
to meet this market development. In
addition to twin-wire paper machines
already in place, the Belgo twin-wire
will add a second at that location, while
the new program announced for Port
Alfred will involve the installation of a
fourth twin-wire there. The speed-up of
all machines at Port Alfred will also
add 72 000 tonnes of new capacity. Of
the Group’s eight twin-wires, including
the three new ones, six will produce
publisher grades and two, groundwood
specialties.

Newsprint demand in 1981 is not ex-
pected to be as strong as over the past
three years. In addition, capacity is
increasing significantly in the U.S. and
Canada. With well established positions
in long-term markets for both publisher
and specialty grades, however, the
Company's newsprint and groundwood
specialty business is expected to re-
main firm throughout 1981.

Kraft Market Pulp

Net sales of bleached and unbleached
kraft market pulps were a record $120.4
million, based on shipments of 230 600
tonnes. This represents an increase of
26% in sales revenue, on approxi-
mately the same tonnage as last year.

Despite weakening economies in the
U.S., and particularly in Western
Europe, the strong market of 1979 con-
tinued through early 1980. Pulp demand
remained firm in all major markets,
although shipments to Western Europe
and Japan declined near year-end.
During the year, prices attained a level
that produced a reasonable return on
investment, but prices lagged behind
cost increases after mid-year.

In 1980, the Pontiac Division bleached
kraft pulp mill at Portage-du-Fort,
Quebec, set a record for annual pro-
duction and also passed the two-
million-tonne mark for total production
since start-up at the end of 1967,
Market demand for the high quality
product of this mill continued to grow,
often in contrast to declining markets
for commodity grades.

Production and shipments of un-
bleached kraft pulp from the Bathurst
Division mill in Bathurst, N.B., were
somewhat lower than in 1979 due
primarily to operating problems in the
second half of the year. Some weak-
ness in the U.S. market through a good
part of the year was offset by an in-
crease in tonnage shipped offshore.

In 1981, with the slowdown forecast for
most of the developed countries, in-

Pulp Net Sales
(millions of dollars)
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dustry demand for paper-grade market
pulp will continue to weaken, especially
in the first half. Nevertheless, with
inventories still at low levels, the
absence of new capacity and an expec-
tation of some recovery in the second
half of 1981, improvement can be
expected in the latter part of the year.

Containerboard

Net sales of containerboard (linerboard
and corrugating medium) were $99.4
millian, an increase of 15% over the
1979 level on an overall sales tonnage
that showed a modest increase. The
Company’s Container Division con-
tinued as the major customer for con-
tainerboard produced at Bathurst

and Chaleurs divisions, with direct
shipments to its plants accounting for
approximately 39% of total production.

Firm demand for containerboard
throughout most of 1980 in both do-
mestic and offshore markets allowed
for price improvements. Prices are still,
however, below levels that provide an
adequate financial return from these
products.

Sales tonnage and production from the
Chaleurs Division linerboard mill at
New Richmond increased over 1979
levels by approximately 2% and 4%,
respectively, although production diffi-
culties related to maintaining environ-
mental standards at the mill did not
allow full advantage to be taken of
market demand. While sales to the do-
mestic market were somewhat lower

in 1980, this was offset by additional
tonnage sold in the offshore market,
which did achieve a satisfactory return.

Containerboard Net Sales
(millions of dollars)

There was, however, a sharp decline
in demand in the latter part of the year
in Western Europe and other export
markets.

Sales volume of corrugating medium,
produced at the Bathurst Division, was
down slightly from 1979, with maximum
levels restricted by operating problems.
Domestic sales remained steady in
spite of a marked over-capacity posi-
tion in the industry. Traditional export
sales showed little market change

from 1979.

For 1981, industry demand for both
linerboard and medium is expected to
be sluggish, with lower shipments
expected at least in the first half of the
year, and a continued slowdown in
offshore markets, particularly for liner-
board to Western Europe. Some im-
provement is envisaged for the latter
part of 1981.

Kraft Paper and Boxboard

Net sales of kraft paper and boxboard
were $48.1 million in 1980, reflecting
an increase of 9% over $44.4 million
in 1979.

Demand for kraft papers in Canada
deteriorated during 1980, with reduced
consumption in nearly all sectors. Cana-
dian consumption for the year was
12.5% below the 1979 level. The indus-
try operating rate, however, dropped
only from 95.1% to 93.5%, due to
discontinuation of kraft paper produc-
tion by one domestic producer, Com-
pany shipments at 50 300 tonnes were
10% below the 1979 level because

of production difficulties and a substan-

Kraft Paper and Boxboard Net Sales
{millions of dollars)
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tial decline in shipments to the Com-
pany’s Bag Division later in the year.

Net sales of kraft paper increased by
8% over 1979 as the program to
rationalize and upgrade this product
intensified. This increase also reflected
the effect of price increases realized
during the year. Financial results re-
mained unsatisfactory.

Industry shipments of boxboard to
domestic customers declined by 7%
compared to 1979 and imports of box-
board from the U.S. into Canada
dropped by 36 000 tonnes, or 33%. Net
sales from the boxboard operations at
Laurentide Division in Grand’Mére
improved by 8% in 1980, although
shipments were lower by 3%. Efforts
continued through the year to ration-
alize boxboard product mix and to
develop a strategy for an adequate
return on this product.

Manufacturing

The Manufacturing Group's seven mills
operated at capacity and produced
1512 200 metric tonnes of pulp and
paper products in 1980. An estimated
60 000 tonnes of production lost to the
70-day strike at Port Alfred Division
prevented the attainment of new pro-
duction records, both for that mill and
for the entire Manufacturing Group.
Record production volumes were
established at the Pontiac pulp mill and
in newsprint and groundwood specialty
papers at the Laurentide and Waya-
gamack divisions.

Inflation affected all cost components,
ranging from 28% for energy to 9%

BN |ntra-company Sales



for wood, resulting in an overall 13%
cost increase. High production volumes
enabled the Group, however, to keep
the increase in unit costs significantly
lower than might otherwise have been
the case.

Average energy consumption/tonne de-
creased by 1%, reflecting the benefit of
earlier energy conservation programs.
Further improvement is anticipated.
During the year, $25 million was author-
ized for projects to increase refuse
burning at three mills so as to displace
some 300 000 barrels per year of im-
ported oil. These projects are expected
to qualify for assistance grants of $3.8
million from the Federal Government
under the terms of the Forest Industry
Renewable Energy Program.

Manufacturing capital expenditures
established a new record at $88 million,
compared to $40 million in 1979. This
figure exceeded the previous high of
$53 million, which was established in
1966 during the construction of the
Pontiac pulp mill. About 80% of the
total amount was spent at the three
mills in the St. Maurice Valley — Belgo,
Laurentide and Wayagamack divisions.

Belgo Division completed its central-
ized groundwood pulp cleaning and
boiler oil-conversion projects and
began work on paper machine speed-
ups during the year. Laurentide Divi-
sion's new supercalender started up
successfully on September 15 and by
year-end had produced 14 000 tonnes of
specialty rotogravure paper. Lauren-
tide's 1980 capital expenditures also
included over $10 million on the ‘very
high yield’ sulphite (VHYS) project

scheduled to come on stream in mid-
1981. Wayagamack Division made
significant progress on its new W-3
groundwood specialty machine project,
approved in January 1980 and
scheduled for mid-1982 start-up.

During the year, agreement was
reached with Quebec authorities on the
target completion dates for the mill
pollution control programs. Special em-
phasis has also been directed toward
improving the quality of working condi-
tions and the safety of mill personnel.

Woodlands

During 1980, Woodlands divisions deli-
vered 2.416 million tonnes of wood
fibre to Company pulp and paper mills
and sawmills, a decrease of 5% from
deliveries in 1979.

Sawmill residue as a source of fibre
for the pulp and paper mills amounted
to 981 000 tonnes in 1980, or 41% of
the total. This represents a higher pro-
portion of total deliveries, which sug-
gests the continuing trend toward the
integration of the lumber and pulp and
paper sectors.

During the period 1975-1979, wood
costs increased at well below the aver-
age annual rate of inflation. During
1980, both purchased wood prices and
limit wood costs increased more sharp-
ly and the net result was an overall
increase of 9%.

Inventories of wood in mill yards, in
rivers and in the forest totalled $92.9
million at year-end. This was 5% higher
than in the previous year, in part be-

cause of the 70-day strike at the Port
Alfred mill. Capital expenditures in
1980 for mechanical equipment, roads,
camps and other facilities amounted
to $4.2 million.

Under the Canada-Quebec joint sup-
plementary agreement on forestry de-
velopment, concluded in 1979 for a
five-year period, grants for road con-
struction in 1980, either received or
approved, amounted to $1.3 million.

Considerable uncertainty still exists
regarding the role of industry in forest
management in eastern Canada. The
rate of revocation of timber limits in
Quebec has slowed, largely because of
the reduced availability of Government
funds. In New Brunswick, a new Lands
and Forests Act was enacted which
provides for sweeping changes, includ-
ing the cancellation of all timber
licenses and wood agreements, effec-
tive March 31, 1982. Although consul-
tation and study have been pursued on
the implementation of this Act, the
impact on future wood supply to the
Bathurst mill is still uncertain.

In March of 1980, concessions covering
860 square miles of the Company’s
Saguenay and St. Maurice divisions’
limits were revoked by the Government
of Quebec. Preliminary compensation
of $684 000 for improvements on these
concessions has been received.

Final compensation for improvements
in relation to the retrocession of the
Company’s Chaleurs and Ottawa limits
was agreed upon with the Quebec
Government in 1980, but formal wood-
volume agreements are still being
negotiated.
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As a result of cessation of Company
logging operations at Marsoui and
availability of purchased fibre to meet
the requirements of the Chaleurs liner-
board mill, Chaleurs Woodlands Divi-
sion and Bathurst Woodlands Division
were merged as the Maritimes Wood-
lands Division, with its headquarters at
Bathurst, N.B.

Conversion to the metric system in
1980 resulted in wood delivered to the
paper mills being changed to a weight
basis from the traditional volume basis.
This change was particularly complex
in respect to the variety of hardwood
species and their different densities.

Emphasis was placed on energy con-
servation at all divisions. Attention was
focused, for example, on the use of
smaller vehicles, improved efficiency of
equipment, and at camps and garages,
on alternative heating systems and
better insulation.

Wood Products

The Wood Products Group manages
the pine sawmill at Braeside, Ont., two
spruce sawmills in Quebec, and the
chipping plant/stud sawmill at Bathurst,
N.B. The Group's wood products mar-
keting company, Gillies Inc., is respon-
sible for sale of all of the Company’s
lumber production.

Net sales of lumber were $25.0 million,
down almost one-third from the $36.8
million of 1979. Performance of the
Wood Products Group was directly
related to the unusual and unexpected
surges in interest rates and the col-
lapse of housing starts. These had a de-
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vastating effect on the North American
lumber market throughout the year,
and on European and Middle East mar-
kets during the last half.

The Bathurst sawmill, following its re-
design, is now exceeding production
expectations both in lumber production
and residue supply to the Bathurst
Division pulp mill. The spruce sawmill
at Marsoui, Quebec, was closed perma-
nently on December 5, 1980, with re-
maining lumber inventory to be shipped
out in the spring of 1981,

In late November, upon approval of a
DREE grant and authorization by the
Board of Directors, a program to
modernize the St. Fulgence sawmill at
a cost of $7 million was announced.
Work began immediately and will con-

tinue until completion in the fall of 1981.

The lumber product of this sawmill will
go to European markets, well estab-
lished during recent years.

Lumber inventories are abnormally high
at all sawmills, which should benefit
the group performance in 1981, pro-
viding world monetary constraints are
not overly severe.
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Packaging Group

The diversified operations of Consolidated-Bathurst’s
Packaging Group place it among the largest producers of
packaging products both in Canada and in the Federal
Republic of Germany.

In Canada, Consolidated-Bathurst Packaging Limited through
its Container Division operates eight plants producing
corrugated shipping containers, corrugated consumer
packaging and corrugated packaging systems. The com-
pany’s Bag Division operates plants in Cap-de-la-Madeleine,
Brantford, Calgary, and Vancouver. It sells, throughout
Canada, a complete line of industrial bags, and leases high-
speed bag filling and weighing equipment. The Division also
produces laminated and coated flexible packaging products
for a wide-range of uses.

Domglas Inc. and its subsidiaries produce and distribute
glass and plastic packaging products. Its glass container
division with five plants is the major producer of such con-
tainers in Canada. A Domglas division, National Pressed
Glass, produces industrial glass products, while a sub-
sidiary, Twinpak Inc., produces plastic bottles and containers,
injection and extrusion-moulded plastic products, and
supplies packaging machinery systems. Domglas also partic-
ipates in table glassware markets through a joint venture
company, Libbey-St. Clair Inc. That company’s plant at
Wallaceburg, Ontario, makes glass tumblers, tableware,
stemware and pressed glass products for sale across Canada
and in export markets.

In West Germany, Europa Carton AG and its subsidiaries,
operating at twenty locations, produce paperboard, box-
board, corrugated containers and folding cartons. Europa
Carton also has several waste paper collection and process-
ing centres, and provides specialized consulting services
through a Packaging Design Institute and a Market Research
Institute.

Sales and Profits

In both Canada and Germany, the performance of packaging
operations generally reflects closely the domestic economies
of these countries. Despite the rather uncertain economic
environment of 1980, however, the Packaging Group achieved
record levels of sales and earnings.

Net sales of the Group were $742.7 million, an increase of
12% above sales of 1979. Of 1980 sales, $412.9 million were
from Canadian operations and $329.8 million from those in
Europe. Operating profit of the Group was $47.7 million in
1980, compared with $29.2 million in 1979, and $39.3 million
in 1978. Three out of four of the Group's basic divisions

had higher earnings than in 1979. Sales and earnings of the
German operations exceeded those of the preceding year
but, on translation into Canadian dollars, were somewhat
reduced by the lower average value of the Deutsche mark
during the year.

Shipments — Packaging Group Producis 1980 1979 1978 1977 1976
Bags (tonnes) 21 380 25 964 24 623 21364 22074
Containers (millions of square meters) 606 604 555 523 491
Folding cartons (tonnes) 44 670 42774 40 079 34 482 19 096
Paperboard (tonnes) 77 000 76 906 76 430 85611 80 830
Glass (tonnes) 512 522 468 603 511129 458 104

453 847 15
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Bag Division—
Consolidated-Bathurst Packaging
Limited

Bag Division emphasis during the year
was on increased diversification of
manufacturing facilities and product
lines, particularly in flexible packaging
products, so as to broaden growth
potential and reduce market vulner-
ability. Net sales of the Division were
$48.5 million in 1980, an increase of
4% over the previous year. Operating
profits were lower than in 1979 as a
result of reduced volumes in some
product lines and because cost in-
creases could not be fully recovered
under weak market conditions.

In the western region, the continuing
conversion to metric-sized packages
dictated minimal customer inventories
of unfilled bags, which especially
affected fertilizer industry require-
ments. Moreover, markets of that in-
dustry were depressed by the untimely
wet spring throughout the prairies.
Sales of industrial wrapping materials,
including lumber wrap, were below
last year’s levels, as export shipments
of wrapped kiln-dried lumber reflected
the dramatic decline in housing
construction.

In the central region, there was a
decline in multiwall paper bag ship-
ments to a number of end users,
including those chemical producers
who converted from paper to mono-film
and woven plastic bags. Better sales
and profitability of various coated and
laminated products, however, more
than offset the deterioration in tradi-
tional markets. During the early months

Bag and Container Net Sales
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of the year, kraft paper shortages, as a
result of a strike at the mill of a major
supplier, also impaired central region’s
operating efficiency.

In the eastern region, multiwall bag
sales were down because of decreased
sales of customers’ products, partic-
ularly in the cement industry. Plastic
bag sales were about the same as in
the previous year. Coated paper prod-
uct sales were up, with increased sales
of newsprint wrap and some decrease
in specialty products such as popsicle
wrap.

In its product diversification program
and to meet a trend toward semi-bulk
packaging, the Division obtained exclu-
sive sales rights for the ‘Bulk-Lift’
Intermediate Bulk Container, and
developed a comprehensive IBC
packaging system for specific product
packaging requirements. Initial ship-
ments across Canada during the fourth
quarter were well received. The
Division extrusion coats the woven
polyolefin fabric, from which the IBC is
manufactured in Hawkesbury, Ont., and
can also furnish the inner liner when
one is required.

Capital expenditures during the year
totalled $734 000. Expenditures were
designed primarily to improve pro-
ductivity in all four plants and for high-
speed filling and weighing equipment,
available on a lease basis and installed
in customers’ plants.

NN |ntra-company Sales

Container Division-
Consolidated-Bathurst Packaging
Limited

Net sales of corrugated shipping con-
tainers and related products by the
Container Division increased to $120.6
million in 1980, up 12% from $107.8
million in 1979. In spite of a 2% de-
crease in the overall market because
of economic conditions, Division
shipments increased over the previous
year and, accordingly, market share
increased. For the third consecutive
year, Container Division earnings im-
proved substantially over those of

the preceding year.

The only decline in shipments was in
the Atlantic Provinces where the Divi-
sion’s Saint John, N.B., plant was
closed for 19 weeks in mid-year be-
cause of a labour dispute.

Specialty and premium products of the
Division continued to increase their
contribution to earnings. Product-mix
change and emphasis on productivity
improvement could not offset rapid
cost increases. As a consequence, two
box price increases had to be imple-
mented during the year.

In the Division’s continuing program,
major capital installations that came
into operation during the year were:
rotary die-cutters at Saint John and
Etobicoke; a flexo folder-gluer and a
four-corner gluer at St. Laurent; and a
continuous corrugator conversion at
Whitby. A building expansion and
corrugator up-grade were also begun at
Winnipeg plant late in the year. Capital
expenditures in 1980 were $5.7 million.



In the post-strike settlement at Saint
John, N.B., the labour contract was
renewed at industry levels. Collective
agreements of the other seven plants of
the Division will be renegotiatedin 1981.

Domglas Inc.

Consolidated net sales of Domglas Inc.
reached $243.8 million in 1980, an
increase of 23% over 1979. Glass con-
tainer sales led the increase, making

a good recovery from strike-depressed
1979, largely as a result of increased
sales of bottles produced for the export
of Canadian beer and of direct exports
to the U.S. of other glass containers.
Domglas subsidiaries recorded an
improved year, with Twinpak starting
production of large plastic beverage
containers.

Glass container volume increased
10%, mainly on the basis of bottles

for exported beer and exports of

other containers from both eastern and
western plants. Satisfactory growth

in various domestic segments was also
recorded. Fruit juices, mineral waters,
spaghetti and other sauces were prime
examples of markets expressing pref-
erence for products packed in glass
containers. The main factors encour-
aging the use of glass containers are
concern for maintaining product integ-
rity, and ensuring flavour protection,
and their cost competitiveness. More-
over, glass containers continue to have
an edge over other packaging inas-
much as glass can be resealed, reused
and easily recycled.

Operating profit reached $19.5 million,
an increase of $14.6 million over 1979.

Domglas Net Sales
(millions of dallars)
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These record results were based upon
increased volume and productivity
gains in the glass container segment,
the divestment of Dorchester Electron-
ics early in the year, and sharply
higher contribution from all sub-
sidiaries and divisions.

Capital expenditures, excluding major
furnace rebuilds, declined to $20.0
million. During the year, an additional
glass container manufacturing line
was installed at the Bramalea plant, to
bring the total number of lines there

to eleven. A new automatic batch prep-
aration plant of increased capacity
was completed at Pointe St-Charles in
Montreal, and a repair facility for glass
container machines was started up

at National Pressed Glass in Brantford.

Considerable engineering work was
done to prepare for the rebuilding of
the Hamilton plant’s No. 2 furnace,

to complete the modernization program
started two years ago at that plant.

A new mould shop facility project was
approved late in 1980. This will in-
volve expanding and relocating else-
where in the City of Hamilton the
operation now at the Hamilton plant.

It manufactures moulds for Domglas
glass container plants across the
country. Modernization and expansion
of the facility will meet the demand

for moulds, which continues to increase
because of customer metrication and
expansion of exports.

Subsidiaries and Divisions
National Pressed Glass continued to

operate very satisfactorily in its tradi-
tional manufacture of glass fuse-plug

bodies and industrial glass products.

In April 1980, it expanded its operations
to include the repairing and rebuilding
of machines for the glass container
division. The repair of six machines
was successfully completed in 1980.
This operation is expected to be able
to handle all machine repairs for the
company by the end of 1981,

Twinpak Inc. experienced substantial
growth in 1980 as a result of the
successful start-up of its new Calgary
plant, the first Canadian operation for
the manufacture of plastic two-litre
beverage containers for the soft drink
industry. While this plant was built to
serve the Prairie and B.C. markets, it
temporarily supplies certain areas in
eastern Canada as well. Twinpak's
regular product lines fared less well
than in 1979, as competition and weak
markets eroded sales and margins,
particularly in the dairy industry.

Ampak Limited, a national distributor of
packaging products, expanded its
volumes rapidly in all market areas
during 1980 and began substantial
exports to the U.S. The injection-
moulded line of special child-resistant
vials, jars and closures produced by
Twinpak and marketed by Ampak was
particularly well received in central and
western market areas.

Libbey-St. Clair, an affiliated company
owned in partnership with Owens-
[llinois, completed its second year of
operations. Its glass tableware con-
tinued to make good headway in Cana-
dian and export markets. A new
machine line was installed at the
Wallaceburg plant to produce
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s come off new programmable flexo-folder-gluer at 6 The Ward flexo-folder-gluer at the St. Laurent container plant accepls cor

ainer plant in Plattling in West Germany. It is one of gated board blanks, prints them in two colors and turns out finished bu
s and five folding carton plants that make ECA a of knocked-down containers. At his CRT display console, operator can see
leading packaging company in the Federal Republic. diagram and specifications of order running, and program those to follow
wo-litre plastic bollles for soft drinks are in production 7 Now produced in Canada at Wallaceburg, Ont,, stemware of Libbey-

plant. Started up in the spring of 1980, the plant St. Clair Inc., Domglas’ table glassware affiliate, serves the Canadian market
ion to positive 1980 Twinpak results. It serves bottlers for institutional and consumer glassware
arkets and, lemporarily, those in eastern Canada.




stemware, and the plant manufactured
a number of items previously imported
from Libbey in the U.S. The company
expanded market penetration and, in
1981, will manufacture retail stemware
and gold-coloured tableware. Increased
capacity for glass pressed ware
scheduled to come on stream in 1981
should allow the company to continue
its aggressive market penetration and
displacement of imported glassware.

Europa Carton AG

The Group’s subsidiary in the Federal
Republic of Germany, Europa Carton
AG, celebrated its 25th year of opera-
tion in 1980 with one of its most prof-
itable years. A major producer of indus-
trial and consumer packaging, ECA
operates a containerboard mill, a box-
board mill, several waste paper collec-
tion and processing centres, eight cor-
rugated container plants, five folding
carton plants, a packaging design in-
stitute and a market research institute.

During the first half of 1980, the German
economy grew by 3.6% in real terms,
but a decline in economic activity in the
second half of the year reduced overall
growth for the year to 1.8%. As a result
of the substantial current account def-
icit, the Deutsche mark fell against the
U.S. dollar. Although this may eventual-
ly stimulate economic activity, its imme-
diate effect was to have an adverse
impact on earnings by increasing the
cost of raw materials and, particularly,
of energy.

The weakening in economic activity
had a negative effect on the paper-
producing and converting industry.

ECA Net Sales
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Overall production of paperboard

and boxboard for packaging purposes
remained at the level of the previous
year. While corrugated container indus-
try production increased 5% during
the first half of the year, the whole year
was up only slightly. The pattern for
the folding carton industry was similar
at a somewhat higher level, with en-
ergy and raw material cost escalation
a particular problem.

Despite this economic environment,
Europa Carton improvec performance
in most product areas through mar-
ket mix, higher prices, and improve-
ments in productivity.

Europa Carton net sales in 1980 were
DM 513.1 million, up 13% from 1979.
Pre-tax earnings were substantially
higher than the 1979 level and were the
second best in the company’s history.
Translated into Canadian reporting,
however, the contribution of Europa
Carton to Consolidated-Bathurst re-
sults was below that of 1979, reflecting
the lower average value of the Deutsche
mark during the year and heavy taxa-
tion levels. Even after such adjust-
ments, however, the net earnings after
tax were the second best in the
company'’s history.

The paperboard mill at Viersen pro-
duced at capacity during the year.
Better average pricing allowed this
operation to show a marked improve-
ment in profitability. The boxboard
mill atHoya had a difficult year because
soft markets curtailed shipments

and kept prices at unfavourable levels,
while raw material and energy costs
escalated rapidly.

The company’s waste paper operations
had sales and earnings well above

the relatively good levels of the prev-
ious year. This improved performance
was possible because strong markets
provided improved volume and allowed
stronger pricing. There was some
weakening in demand in the second
half of the year.

The Corrugated Container Division
shipped about the same volume as in
1979. Increased prices and product
mix changes resulted in container
sales being 13.6% above the previous
year. In deteriorating economic con-
ditions during the second half of 1980,
the competitive situation did not per-
mit full recovery of cost increases but
the combination of some higher
prices and productivity improvements
resulted in earnings for the division
above those of the previous year.

The Folding Carton Division, although
also affected by the slow-down in
economic activity in the latter part of
the year, had, overall, an outstanding
year of sales and earnings. Sales of
the Division were up 7.9% and earn-
ings showed a substantial increase,
with improved performance at four of
the Division’s five plants.

Both the Packaging Design Institute
and the Consumer Market Research
Institute had improved profits on

the consulting assignments they car-
ried out during the year.
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Qil and Gas Investments

From late 1979 to December 31, 1980, Consolidated-Bathurst
invested $46.9 million in Canadian-managed energy re-
sources. A basic objective of these investments is that their
future earnings and capital appreciation help to offset
increases in energy costs at the Company’s own operations,
i.e., plants of the Packaging Group and mills and sawmills

of the Pulp and Paper Group. The Company’s energy bill was
$105 million in 1980 and, in spite of a continuing program of
energy conservation, can be expected to increase rapidly

in future.

Principal focus of the Company's operating and investment
interest in the energy sector involves the companies
described below.

Sceptre Resources Limited

Sceptre Resources Limited is a public oil and gas exploration
and development company, largely Canadian-owned. Its
principal producing properties are located in western Canada.
Sceptre has, however, significantly expanded its exploration
activities in recent months to include involvement in the
United States, Portugal, the North Sea, and offshore Vietnam,
Ireland and the Philippines. Sceptre’s 45% interest in Can-
decca Resources Limited also provides participation in
onshore exploration in the United Kingdom.

In October 1980, Sceptre announced that it and its part-

ners had acquired an exploration concession covering 7 870
square kilometres onshore Abu Dhabi, United Arab Emirates.
Sceptre will have 25% equity participation and will be the
operator.

Since its formation in May 1976 until December 31, 1979,
Sceptre participated in the drilling of 198 wells resulting in
35 oil wells and 95 natural gas wells for an overall success
ratio of 66%. During calendar 1980, Sceptre participated in
100 wells, with 35 completed as oil wells and 31 completed
as gas wells. The company expects to participate in approxi-
mately 175 wells during 1981. Sceptre's acreage position at
December 31, 1980, was 1 946 000 net acres of which 23%
was in Canada, 3.5% in the United States and the remaining
73.5%, in nine other countries. As of April 1, 1980, Sceptre’s
total net proven and probable oil reserves were 514 330
barrels of oil and 41.8 billion cubic feet of natural gas.

As of December 31, 1980, Consolidated-Bathurst had invested
$19.8 million in Sceptre, consisting of 1 325 700 common
shares and 276 000 7% convertible second preferred shares,
Series A. The Company also has an option expiring August
10, 1981, to purchase a further 500 000 Sceptre common
shares at a cost of $12 per share. On a fully-diluted basis,
Consolidated-Bathurst’s investment represents 18.5% of
Sceptre's outstanding common shares.

Remington Resources’ drill rig in northern B.C.



Sulpetro Limited

Sulpetro Limited is a public company, over 50% Canadian-
owned, which has chiefly been involved in exploration and
development of natural gas in Alberta. By October 31, 1980,
Sulpetro had participated in a total of 479 successful wells

in Canada, of which 154 were producing gas wells, nine were
producing oil wells, and 316 were shut-in gas or oil wells.
Acreage holdings as of October 31, 1980, were 939 200 net
acres in Alberta and 220 900 net acres elsewhere in Canada.
Sulpetro’s net proven and probable reserves as of the same
date were 5.53 million barrels of oil and natural gas liquids,
and 510.1 billion cubic feet of natural gas. The acquisition in
1980 of Petrosil Resources Inc. expanded Sulpetro’s U.S.
exploration activities. During the year ended October 31,
1980, Petrosil participated in 35 wells, resulting in 14 oil wells
and four gas wells.

In August 1980, Sulpetro began export shipments of gas to
two major transmission companies in the United States,
Transcontinental Gas Pipeline Corporation and Tennessee
Gas Pipeline Company, after a lengthy period of negotiating
necessary approvals from various Canadian and U.S. author-
ities. Sulpetro expects to deliver an average of 53 million
cubic feet per day of natural gas until October 31, 1982, under
the initial supply contract. On December 31, Sulpetro an-
nounced that it had agreed with Transcontinental to extend
the term of the contract to October 31, 1983, and was seeking
the required government approvals for this extension.

Approximately one-third of the export volume will be supplied
from Sulpetro's own reserves, with the remainder purchased
by Sulpetro from its working interest partners. Sulpetro and
partners built five new gas plants in Alberta, in the Amisk,
Chincaga, Irish, Karr and Valhalla fields, during 1979 and
1980 as supply sources for the gas export project. Several
other gas plants in which Sulpetro participates are expected
to commence production during 1981 when the western leg
of the ‘pre-build’ portion of the Alaska Highway Gas Pipeline
is completed.

In July 1980, Consolidated-Bathurst purchased 60 000 Class
A voting common shares and 755 000 Class B non-voting
common shares of Sulpetro Limited from a foreign share-
holder. After further purchases, the Company's holdings in
Sulpetro at year-end 1980 consisted of 60 000 Class A com-
mon shares, 795 000 Class B common shares and 14 000

7% convertible first preferred shares, Series A, for a total
investment of $18.6 million. Early in February, Consolidated-
Bathurst announced its intention to invest a further $47 million
for the purchase of two million additional treasury shares

of Sulpetro. If this transaction is completed, the Company’s
share ownership would increase to almost 20% of Sulpetro’s
common shares on a fully-diluted basis.

Remington Resources Limited

Remington Resources Limited is a small private oil and gas
company, based in Calgary, which is operator in a joint ven-

ture with Consolidated-Bathurst to explore for oil and gas in
western Canada. Under the terms of the joint venture agree-
ment, Consolidated-Bathurst's share of the partnership’s
interest in any prospect will be at least 70%. As of December
31, 1980, the company had spent almost $3.5 million to
acquire approximately 5 800 acres of land in Alberta and
British Columbia and to carry out geological evaluation of
these properties. In January 1981, the joint venture was
drilling exploratory wells in three locations.

Redgas and C.W.P. &F.

Redgas Limited and Canadian Western Power & Fuel Com-
pany, Limited, wholly-owned subsidiaries of Domglas Inc.,
have 13 500 acres of gas properties in the Medicine Hat,
Alberta, area. Most of the property is held by freehold title.
While the gas reserves cannot be measured exactly, the
company’s independent geological consultants have recently
set the saleable gas reserves at 80 billion cubic feet.

For some time past, Canadian Western Power & Fuel has
been delivering gas to various residential and industrial
customers in the region. The Domglas glass container plant
at Redcliff, Alberta, is a major customer of Redgas. These
ongoing sales of gas resulted in net earnings of $1.2 million
in 1980.

In 1980, 27 additional Redgas wells were drilled and con-
nected to the existing gathering system at a cost of $3.5
million. The expenditures included the installation of a
compressor capable of providing pressure to access a nearby
sales line being installed by Nova, an Alberta Corporation,
specialists in transmission of gas for export.

Zenith Exploration Company, Inc.

On January 31, 1980, Consolidated-Bathurst signed an agree-
ment to participate in a three-year exploratory drilling program
in the U.S. with Zenith Exploration Company, Inc. of Houston,
Texas, as operator. Zenith is a small private company with
special expertise in seismic exploration and seismic data
processing techniques. A U.S. $14 million program is planned,
with Consolidated-Bathurst's share being 25%, or U.S, $3.5
million.

Alkebec-Joffre Oil and Gas Partnership

In 1979, Consolidated-Bathurst invested $1.5 million in a
Canadian drilling fund managed by Alkebec Inc. and
operated by Joffre Qils Ltd. In 1980, the Corporation com-
mitted to convert its interest into 247 000 common shares of
Joffre Qils Ltd.

21‘



Financial Section

Financial Review

Net sales totalled $1.389 billion in 1980, a 12% improvement
from the previous year. As illustrated in the Product Segment
Information shown below, sales of all products increased
except lumber. The most notable growth rates were recorded
in pulp, at 26%, and in glass and plastic containers, at 22%.

Operating profit reached $235 million in 1980 from $188
million in 1979, an increase of 25%. Pacing this increase was
pulp with higher operating profit equivalent to a return on

net sales of 36%. Newsprint, with operating results exceeding
$125 million in 1980, maintained its position as the Corpora-
tion's major product segment. The Pulp and Paper Group’s
record performance was achieved despite lower container-
board profit and a loss resulting from weak lumber demand.

Domglas glass and plastic containers and Europa Carton con-
tainers markedly increased their profit contribution in 1980.

Net earnings in 1980 amounted to a record $122 million. This
was 25% higher than earnings before extraordinary credit of
$98 million in 1979. Earnings, combined with higher deprecia-
tion and sharply higher deferred income taxes which did not
require an outlay of funds, provided most of the working
capital generated from operations of $195 million, or $40
million more than in the previous year.

Return on net sales improved to 8.8% in 1980 from 7.9% in
1979. The comparable average during the 70’s was 3.6%.
Return on assets increased to 12.2% in 1980 compared with
11.4% inthe previous year. During the 1970-1979 period, this
return averaged 5.6%.

Product Segment Information

Sales to Customers Inter-segment Sales Net Sales
1980 1979 1980 1979 1980 1979
(millions of dollars)
$ 4059 $ 368.1 $ — $ — $ 405.9 $ 368.1  Newsprint
120.4 95.6 — — 120.4 95.6 BPulpssiss
57.6 49.5 41.8 36.7 99.4 86.2  Contairierboard
43.0 37.9 51 6.5 48.1 44.4 Kraft paper.& boxboard
25.0 36.8 —_ — 25.0 36.8 Lumber
651.9 587.9 46.9 43.2 698.8 631.1 Pulp & paper group
163.7 149.9 5.4 4.6 169.1 154.5 Bags and containers
Glass and plastic containers
243.8 199.0 —_— — 243.8 189.0 — Domaglas
329.8 307.3 —_ — 329.8 307.3 Containers — Europa Carton
737.3 656.2 5.4 4.6 742.7 660.8 Packaging group
0.2 0.2 1.2 1.2 1.4 1.4 Oil and gas
(53.5) (49.0) (53.5) (49.0) Eliminations
$1389.4 $1244.3 $ — $ — $1389.4 $1244.3 Total operations
Corporate
Interest expense
Potential exchange charges
on German term bank loan
Investment and other income
Income taxes
Minority interest
Inter-segment sales are accounted for at prices comparable to open market =
prices for similar products. Consolidated total
Geographical Segment Information
$1059.6 $ 937.0 $ — $ — $1 059.6 $ 937.0 Canada
329.8 307.3 — — 329.8 307.3 West Germany
$1389.4 $1 244.3 $ — $ — $1389.4 $1244.3  Total operations
Corporate

Canadian operations include export sales amounting to

22 $466.6 million in 1980 and $418.4 million in 1979.

Consolidated total




Income taxes of $78 million also set a record in 1980 as a
result of increased pre-tax earnings and higher tax rates.
Total taxes comprising income and property taxes and
stumpage dues charged to earnings in 1980 were $97 million,
equivalent to approximately $4.00 per share.

Working capital decreased during 1980 by $29 million to
$260 million. The working capital ratio was 2.1 at December
31, 1980, compared with 2.6 at the end of the preceding year.
This decline was the result of sharply higher capital expen-
ditures and of additional investments in the oil and gas
industry.

Total debt rose by $51 million in 1980. An increase of $68
million in due to banks was partially offset by a decline
in long-term debt of $17 million. Strong earnings in 1980

Quarterly financial data per common share

Earnings before Dividends Stock price range

extraordinary credit declared Low High

1979 First quarter $0.80 $0.20 $12Va $14%

Second quarter 1.05 0.20 12% 14

Third quarter 1.16 0.30 12% 15%

Fourth quarter 1.26 0.30 S11%2 $15

$4.27 $1.00

1980 First quarter $1.39 $0.325 $12% $18%

Second quarter 1.44 0.325 13%2 15%

Third quarter 1.22 0.325 14%2 19%

Fourth guarter 1.37 1.025 $17% 325%
$5.42 $2.00

Based on market quotations at respective year-ends, stock prices were 3.3
times per-share earnings in 1979 and 4.7 times per-share earnings in 1980,

maintained the ratio of short and long-term debt to equity
at 37/63.

Forward sales contracts in foreign currencies are being used
to minimize the Corporation’s exposure to any rapid strength-
ening of the Canadian dollar which would have a detrimental
effect on earnings. At December 31, 1980, the Corporation had
contract commitments to sell U.S. $130 million at an average
exchange rate of $1.18 and £5.4 million at an average ex-
change rate of $2.705 at various dates to December 1981,

The Corporation estimates thatfor each 1¢ strengthening of
the Canadian dollar versus the U.S. dollar, earnings would be
reduced, on an annual basis, by 10¢ per common share. The
forward sales contracts existing at December 31, 1980,
reduce the Corporation’s exposure to a maximum of 7¢ per
share in 1981.

Operating Profit Depreciation Capital Expenditures Identifiable Assets
1980 1979 1980 1979 1980 1979 1980 1979
(millions of dollars)
$128.3 $106.1 $ 9.5 $ 8.7 $ 81.1 $33.6 $ 344.3 $ 260.6
43.1 28.1 4.2 3.9 2.9 3.3 94.0 91.8
12.5 16.5 3:1 2.9 4.9 3.7 73.2 74.2
5.5 43 1.1 1.1 3.0 2.3 36.5 30.6
(2.6) 29 1.9 1.8 2.1 2.8 46.3 41.3
186.8 157.9 19.8 18.4 94.0 45.2 594.3 498.5
12.2 12.4 2.8 2.6 6.4 41 81.8 71.9
19.5 49 12.3 9.8 20.0 31.4 178.1 168.1
16.0 11.9 T/ 7.9 16.7 3 i 4 131.9 129.6
47.7 29.2 22.8 20.3 43.1 46.6 391.8 369.6
1.2 1.9 0.1 0.1 6.0 0.5 47.2 6.3
(0.5) (1.2)
235.2 187.8 $42.7 $38.8 $143.1 $923 1033.3 874.4
(18.7) (14.8) 103.3 A5
(29.9) (26.4)
—= (1.7)
14.3 10.4
(78.4) (57.0)
(0.1) (0.1)
$122.4 $ 98.2 $1136.6 $991.9
$219.2 $175.9 $35.0 $30.9 $126.4 $81.2 $ 9014 $744.8
16.0 11.9 y &/ 7.9 16.7 1 f il 131.9 129.6
235.2 187.8 $42.7 $38.8 $143.1 $92.3 1033.3 874.4
(112.8) (89.6) 103.3 i1 173
$122.4 $ 98.2 $1136.6

$991.9 23
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Return on Assets”
(per cent)

Sales, Property and Plant, Employees, Shareholders
and Shares by Province and Country at December 31, 1980

*Return on Assets: earnings before extraordinary credit, minority interest and
after-tax interest, divided by total assets.

Number
Property of Number
13 and Number Common of
Net Plant of Em- Share- Common
Sa'es Net ployees holders Shares
(millions of dallars)
Alb_erla $ 25.¢ $ 16.3 508 424 264 909
British Columbia 30.7 6.6 395 726 237 765
Manitoba 152 1.2 113 332 191 398
New Brunswick 16.2 151 844 299 41011
Newfoundland 4.2 — — 20 8 537
Nova Scotia 6.7 0.1 2 182 192 957
Ontario 274.4 77.2 3813 5144 4 453 692
Prince Edward Island 0.7 — — 18 2 899
Quebec 214.1 3445 8 245 5387 13513 148
Saskatchewan 5.2 — 1 136 32 748
Yukon and territories — — - 3 475
Canada 598.1 461.0 13 921 12671 18 939 539
United Kingdom 52.1 0.2 10 134 2962 214
United States 344 .4 0.1 35 433 271 055
West Germany 3312 62.1 3056 B17 2 854
Other countries 68.6 — — 105 305 981
$1389.4 $523.4 17 022 14 160 22 481 643
Distribution of Revenue
(millions of dollars) 1980 % 1979 %
Materials, supplies, etc. $ 587 42 $ 532 42
Wages, salaries 423 30 395 32
and fringe benefits
Fuel and power 105 8 92 7
Depreciation 43 3 39 3
Federal, provincial and 97 7 73 6
municipal direct taxes
Interest 30 2 26 2
Dividends 47 3 25 2
Retained earnings 72 5 73 6
(excluding extraordinary items)
$1 404 100 $1 255 100




Current Cost Accounting

In December 1979, the CICA Accounting Research Committee
released proposed recommendations on Current Cost
Accounting inviting public comment. These recommenda-
tions focused on the need ‘““to provide a practical and work-
able framework for Canadian enterprises to report, on a
uniform and supplementary basis, current cost information

s0 as to promote a better understanding of some identifiable
effects of changing prices, effects that have become
pronounced as a result of prolonged periods of inflation”.

Many briefs, including that of the Corporation, were sub-
mitted but a final recommendation has not yet been issued.

Impact of Inflation on Funds Flow

In the interim, and for the fourth consecutive year, presented
below is a supplementary statement, prepared in accordance
with the method proposed by the Ontario Committee on
Inflation Accounting, indicating how funds provided from
operations should be allocated to ensure the maintenance of
the firm’s capital — its productive capacity — during inflation.

The funds provided from operations totalled $194 530 000 in
1980, an increase of 26% from 1979. However, after providing
for capital maintenance costs of $78 430 000, these funds are
reduced to $116 100 000 which represents the funds available
for expansion or distribution to shareholders.

1980 1979
(thousands of dollars)
Funds provided from operations $194 530 $154 510
Less funds required to finance
Original cost of property & plant 42 651 38774
Increased cost of maintaining
operating capacity
Inventories $18 029 $15 005
Property and plant 31197 26 086
49 226 41 091
Deduct: Financing adjustment $13 447 35779 $12 055 29 036
Funds available for expansion or distribution to shareholders $116 100 $ 86 700

The inventories adjustment of $18 029 000 (1979 $15 005 000)
represents the difference between the historical cost of goods
sold and their current cost at date of sale.

The property and plant adjustment of $31 197 000 (1979

$26 086 000) is the difference between depreciation as
charged in the accounts of $42 651 000 (1979 $38 774 000) and
depreciation indexed for the effect of inflation of $73 848 000
(1979 $64 860 000) using the business investment component
of the Gross National Expenditures implicit price index.

The financing adjustment of $13 447 000 (1979 $12 055 000)
indicates the extent which the additional funds required to
finance the increased cost of maintaining operating capacity
may be available from borrowings, on the assumption that the
Corporation’s debt to equity structure is maintained. This
offsetting amount is included in the adjustments in order to
arrive at an approximation of the funds that would be avail-
able for expansion or distribution to shareholders after
taking into account the Corporation’s potential use of debt
financing.
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Statement of Consolidated Earnings for the year ended December 31, 1980 1980 1979
(thousands of dollars)
Net sales and other income Net sales $1 389 433 $1 244 312
Other income (note 2) 14 324 10 374
1403 757 1254 686
Costs and expenses Cost of goods sold 1043 923 956 219
Administrative and selling expenses 86 370 76 211
Depreciation 42 651 38774
Interest on debt — long-term 24 408 23 811
—short-term 5478 2542
Potential exchange charges on
German term bank loan — 1670
1202 830 1099 227
200 927 155 459
Income taxes (note 3) 78 412 57 058
Minority interest 136 142
Earnings before extraordinary credit 122 379 98 259
Extraordinary credit _ 4 589
Net earnings $ 122379 $ 102848
Earnings per common share Before extraordinary credit $5.42 $4.27
Extraordinary credit — 0.20
Net $5.42 $4.47
Statement of Consolidated Retained Earnings for the year ended December 31, 1980 1980 1979
(thousands of dollars)
Retained earnings at beginning of year $192 966 $120 317
Excess cost of purchasing common
shares over stated value (note 9) 3 466 4798
189 500 115519
Net earnings 122 379 102 848
311 879 218 367
Dividends Preferred 3204 3147
Common 43 964 22 254
Retained earnings at end of year $264 711 $192 966
Dividends per share Preferred
1966 Series $1.50 $1.50
1978 Series 2.16 2.03
Common $2.00 $1.00




Statement of Consolidated Changes in Financial Position for the year ended December 31, 1980

1980

1979

(thousands of dollars)

Working capital at beginning of year $289 633 $263 141
Source of working capital Earnings before extraordinary credit 122 379 98 259
Add (deduct)
Depreciation 42 651 38 774
Deferred income taxes 26 921 11 533
German pensions 4558 2490
Potential exchange charges on
German term bank loan — 1670
Other items — net (1979) 1784
Total from operations 194 530 154 510
Increase in long-term debt —_ 78 770
Government grants on additions to
property and plant 9034 1163
Proceeds from disposal of property
and plant 2184 6 223
Proceeds from disposal of investments 1417 641
Issue of common shares (note 9) 1116 2010
Extraordinary credit — 4589
208 281 247 906
Application of working capital Additions to property and plant 143 152 92 332
Increase in investments 40 483 20 414
Reduction in long-term debt 13 748 74 737
Cash dividends declared on
common shares 28 619 18 977
Dividends declared on preferred shares 3204 3147
Purchase of common and preferred
shares for cancellation (note 9) 7 470 11 026
Other items — net 492 781
237 168 221 414
Increase (decrease) in working capital during year (28 887) 26 492
Working capital at end of year $260 746 $289 633

On behalf of the Board:

Roland Giroux, Director

é\/’\‘/f—-;f n (Mw/::

—

W. I. M. Turner, Jr., Director
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Consolidated Balance Sheet as at December 31, 1980

1980 1979

(thousands of dollars)

Assets
Current assets Cash and short-term deposits $ 10671 $ 26239
Marketable securities (market value
$18 290 000; 1979 $20 821 000) 13 947 17 596
Accounts receivable 178 344 173 849
Grants receivable 9 065 1163
Deferred income taxes — 2 040
Inventories (note 4) 274 837 249 034
Prepaid expenses 5427 6 469
492 291 476 390
Property and plant Mills, plants and other properties 968 517 851 947
Less: Accumulated depreciation 445129 416 862
(note 5)
523 388 435 085
Other assets Investments (note 6) 114 107 73 805
Advances to trustees under share
option and purchase plans (note 7) 3 066 2872
Deferred charges 2 456 2173
Unamortized long-term debt expense 1250 1529
120 879 80 379
$1 136 558 $991 854

Management’s Report

The consolidated financial statements
have been prepared by management on
a historical cost basis in accordance
with Canadian generally accepted
accounting principles consistently ap-
plied and conform in all material
respects with International Accounting
Standards. These statements, which
necessarily include estimates and
approximations, reflect information
available to February 27, 1981, and
have been audited by Touche Ross &
Co., Chartered Accountants, whose
report is included on the next page.

Management maintains an accounting
system which incorporates extensive
internal controls. The internal audit
department performs independent ap-
praisals of the effectiveness of internal
controls and reports its findings and
recommendations to management.

The Board appoints the members of the
Audit Committee which is composed
solely of outside directors. The Com-

mittee reviews the recommendations of
the external and internal auditors for
improvements in internal controls

as well as management's action to
implement such recommendations. The
Audit Committee also reviews the
financial statements with management
and the external auditors prior to sub-
mission to the Board for approval.

T. J. Wagg,
Vice-President, Finance and Treasurer

Montreal, Quebec
February 27, 1981



1980 1979

(thousands of dollars)

Liabilities and Shareholders’ Equity

Current liabilities Due to banks $ 68545 $ 685
Accounts payable and accrued

expenses 126 844 118 965

Taxes and stumpage dues 21723 56 707

Dividends payable 7043 1 004

Current portion of long-term debt 7390 9 396

231545 186 757

Provisions German pensions 19 877 15 319
Potential exchange charges on

German term bank loan 32378 32 378

52 255 47 697

Long-term debt (note 8) 216 776 231 950

Deferred income taxes 145 640 118 765

Minority interest 2524 2784

Shareholders’ equity Stated capital (note 9)

Preferred shares 44 393 45 360

Common shares 178 714 165 575

Retained earnings (note 9) 264711 192 966

487 818 403 901

$1 136 558 $991 854

Auditors’ Report

The Shareholders,
Consolidated-Bathurst Inc.

We have examined the consolidated
balance sheet of Consolidated-Bathurst
Inc. as at December 31, 1980 and the
statements of consolidated earnings,
retained earnings, and changes in
financial position for the year then
ended. For Consolidated-Bathurst Inc.
and those subsidiaries of which we

are the auditors, our examination was
made in accordance with generally
accepted auditing standards, and ac-
cordingly included such tests and other
procedures as we considered neces-
sary in the circumstances. With respect
to those subsidiaries of which we are
not the auditors, we have carried out
such inquiries and examinations as we
considered necessary in order to
accept, for purposes of consolidation,
the reports of the other auditors.

In our opinion, these consolidated
financial statements present fairly the
financial position of the Corporation

as at December 31, 1980 and the results
of its operations and the changes in

its financial position for the year then
ended in accordance with generally
accepted accounting principles applied
on a basis consistent with that of the
preceding year.

paT )

Chartered Accountants

Montreal, Quebec
February 27, 1981
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Notes to Consolidated Financial Statements December 31, 1980

1. Summary of Significant Accounting Policies
Principles of consolidation

The consolidated financial statements include the accounts
of all subsidiaries with provision being made for the interests
of minority shareholders. All significant inter-company items
are eliminated. Acquisitions of all subsidiaries are accounted
for on a purchase basis and earnings are included in the
consolidated financial statements from the date of acquisition.

The cost of property and plant of Bathurst Paper Limited at
acquisition in 1966 has been reduced by the gain (repre-
sented by the excess of book value over purchase price) on
(a) the preferred shares, 1963 Series of Bathurst Paper
Limited, purchased for cancellation and (b) the preferred
shares, 1966 Series of the Corporation, purchased for cancel-
lation and which were originally issued in consideration of
Bathurst Paper Limited common shares,

Foreign exchange

Assets and liabilities in foreign currencies are translated into
Canadian dollars at exchange rates prevailing at the balance
sheet date for working capital items and at exchange rates
prevailing at the transaction dates for non-current assets and
liabilities. Income and expenses, other than depreciation, are
translated at average exchange rates prevailing during the
year. Depreciation is translated at historical exchange rates.

Inventory valuation

Expenditures on wood operations are stated at average cost.
Pulpwood, chips, sawlogs and wood residue at mills, and
other raw materials and supplies are also stated at average
cost. Work in process and finished goods inventories, which
include raw materials, direct labour and certain manu-
facturing overhead expenses, are stated at the lower of
average cost and net realizable value. Provision is made for
slow-moving and obsolete inventories.

Investments

Portfolio investments are stated at cost less write-downs for
declines in value, as appropriate. The investments over
which the Corporation has significant influence and in the
joint venture are accounted for by the equity method.

Property and plant, depreciation and capitalization

Mills, plants and other properties are stated at cost. On
retirement or disposal of property and plant, the Corporation
removes the cost of the assets and the related accumulated
depreciation. Gains and losses on disposal of assets are
included in earnings. Gains on purchase of preferred shares
are deducted from the cost of property and plant as described

30 under Principles of consolidation.

Depreciation, calculated principally on the straight-line
method, is charged to operations at rates based upon the
estimated useful life of each depreciable property.

Expenditures which result in a material enhancement of the
value of the facilities involved are capitalized. Maintenance
and repair costs are expensed as incurred.

Government grants related to additions to property and plant
are deducted from the cost of the assets and depreciation is
calculated on the net amount. Accruals are made for the ap-
propriate portion of the estimated total of approved grants.
Grants in respect of current expenses are included in
earnings.

Interest is capitalized on major additions to property and
plant involving the construction of new or materially improved
manufacturing facilities. The interest cost is determined
using a composite interest rate on the new debt incurred by
the Corporation to finance these capital expenditures.

Investments in shares of oil and gas companies are accounted
for as described under Investments. Oil and gas expendi-
tures by the Corporation are accounted for under the suc-
cessful efforts method whereby geological, geophysical and
carrying costs are expensed and exploratory drilling and strati-
graphic test costs are capitalized as property and plant. When
no reserves are discovered, exploratory costs are expensed.
All development costs including dry holes are capitalized.
The amortization of capitalized exploratory drilling and
development costs is based on proven developed reserves.

Pensions

The Corporation and its Canadian subsidiaries have contribu-
tory, trusteed and funded pension plans. The current service
cost portion is charged to earnings as funded. Unfunded
liabilities are being funded and charged to earnings over a
15-year period except those incurred prior to 1976 for which
the period is 17 years. The German subsidiaries have non-
funded pension plans, and the provision is actuarially calcu-
lated in accordance with German legislation.

Income taxes

The Corporation follows the tax allocation basis in account-
ing for income taxes. Deferred income taxes shown on the
financial statements represent taxes deferred mainly in
respect of capital cost allowance claimed for tax purposes in
excess of depreciation. Income tax credits on capital expendi-
tures, net of deferred taxes, and on inventories are accounted
for as a reduction in income taxes in the year realized.

Earnings per common share

Earnings per common share are calculated on the weighted
average number of common shares outstanding during the
year, including common shares issuable as dividends on
the Series B common shares from the dates of declaration.



2, Other income 1980 1979
(thousands of dollars)
Income from investments and short-term deposits $ 10640 $ 9931
Gain on sale of marketable securities 1890 —
Share of net earnings of joint venture and associated
qompanies 1037 1697
Gain (loss) from debt retirement and disposal of property
and plant 757 (1 254)
$ 14324 $ 10374
3. Income taxes 1980 1979
(thousands of dollars)
Current $ 63952 $ 53905
Less credits relating to:
Capital expenditures 10 101 6532
Inventories 2 360 1848
51 491 45 525
Deferred 26 921 11 533
$ 78412 $ 57 058

The Corporation, on the advice of tax counsel, has filed
notices of objection to income tax reassessments issued by
the taxation authorities of Canada, Ontario and Quebec

for the years 1971 to 1975. These reassessments disallowed
the deduction of certain interest payments to a non-resident

subsidiary and certain insurance costs incurred by the
Corporation. The income tax reassessed and related interest
amounting to $2 024 000 has been paid. No provision has been
made for this amount pending final disposition of the
objection.

4. Inventories 1980 1979
(thousands of dollars)

Expenditures on wood operations $ 51499 $ 46 420
Pulpwood, chips, sawlogs and wood residue at mills 43 562 42 496
Other raw materials and supplies 78 635 76 462
Work in process and finished goods 101 141 83 656
$274 837 $249 034

5. Property and plant 1980 1979

Accumulated

Gross depreciation Net Net

(thousands of dollars)

Pulp, paper, paperboard and lumber mills $616 631 $281 093 $335 538 $274 423
Glass and plastic container plants 166 309 78 768 87 541 79 264
Converting plants 157 309 73 253 84 056 72 388
Woodlands 17 604 10 284 7 320 6 054
Qil and gas properties 7 569 708 6 861 1 055
Other 3095 1023 2072 1901
$968 517 $445 129 $523 388 $435 085

Gross property and plant were increased by $1 398 000 of
capitalized interest in 1980.

Pulp, paper, paperboard and lumber mills
Glass and plastic container plants
Converting plants

The following rates apply to those assets being depreciated
on the straight-line method:

Buildings Equipment
2%2% 6%
5% 9%

2-5% 8-10%
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6. Investments

1980 1979

(thousands of dollars)

Portfalio:
Oil and gas
Sceptre Resources Limited (market value $29 927 000;
1979 $3 501 000)
Sulpetro Limited (market value $19 966 000)
Joffre Oils Limited

Abitibi-Price Inc. (market value $44 637 000;
1979 $33 509 000)
German certificates of indebtedness, 8% %, 1985
(DM 19 952 500)
Rolland inc. (market value $3 102 000; 1979 $4 277 000)
Other securities for which no market quotations are
available and loans of a non-current nature

Joint venture
Associated companies

$ 19830 $ 2922
18 613 —
1500 1 500

39 943 4 422
33 758 31 400
13224 13 224
2712 3625

9 737 9040

99 374 61 711
7931 6 483

6 802 5611
$114 107 $ 73805

In February 1981, the Corporation undertook to purchase

2 000 000 treasury common shares of Sulpetro at $23.50 per
share. The transaction is subject to the conditions that
Sulpetro's shareholders approve certain changes in its capital
structure and that a ruling favourable to Sulpetro and the

Corporation will be obtained from the federal Department of
Energy under the proposed Canadian Ownership Regulations
and the Petroleum Incentives Program,

The investment in Abitibi-Price Inc. was sold in February 1981
for an amount not less than $51 478 000.

7. Advances to trustees under share option and purchase plans 1980 1979
(thousands of dollars)

1979 Share Option Plan $ 2010 $ 1506

Exercised Option Purchase Plan 932 1186

Executive Employee Stock Purchase Plan 124 180
$ 3066 $ 2872

Of these amounts, $2 638 000 (1979 $2 665 000) is owing to

the trustees from officers, one of whom is a director.

8. Long-term debt 1980 1979

(thousands of dollars)

Consolidated-Bathurst Inc.

5.85% sinking fund debentures, Series A, 1990
(1980 U.S. $10 217 000; 1979 U.S. $11 301 000)

638 % sinking fund debentures, Series B, 1991
(1980 U.S. $9 420 000; 1979 U.S. $10 511 000)

8% % sinking fund debentures, Series C, 1993

9% sinking fund debentures, Series F, 1992
(1980 U.S. $18 955 000; 1979 U.S. $21 900 000)

Revolving credit (a)

Bathurst Paper Limited
6% first mortgage sinking fund bonds, Series A, 1984
6% sinking fund debentures, Series A, 1984
7Y%2% German term bank loan, 1985 (b)

$ 10985 $ 12150

10 141 11315

10 368 11 790

20 458 23 636

50 000 50 000

3528 4 454

3210 3 351

21 452 21 452

Carried forward $130 142 $138 148



Consolidated-Bathurst Pontiac Limited
11% first mortgage sinking fund bonds, Series A, 1995,
retractable in 1985
Revolving credit (a)

Domglas Inc. and subsidiaries
9% % sinking fund debentures, Series A, 1990
Revolving credit (a)
Other

Europa Carton AG and subsidiaries
Term bank loans, various interest rates, 1981 to 1992
(1980 DM 46 594 000; 1979 DM 57 567 000)

Other subsidiaries

Less: Current portion, at historical exchange rates

Brought forward $130 142 $138 148
25 799 27 449

18 568 19 592

20 000 20 000

2569 2416

26138 31637

76 80

223 292 239 322

6 516 7372

$216 776 $231 950

(a) Under the revolving credit facilities provided by several
Canadian chartered banks, each of the corporations can
borrow and repay funds during a two-year revolving period,
renewable annually. At the end of a revolving period,
each corporation can either repay its borrowings or:

(i) in the case of Consolidated-Bathurst Inc. and Domglas
Inc., convert them to a term loan repayable over ten
years;

At December 31, 1980
Revolving credit facility
Outstanding borrowings at Canadian bank prime
Secured by

Current revolving period ends

Interest rates on term loan

Years1to 5
Years 6 to 10

(ii) in the case of Consolidated-Bathurst Pontiac Limited,
continue to borrow under a term revolving facility
which decreases in equal annual instalments over ten
years.

Details of each corporation’s revolving credit facility are as
follows:

Consolidated-  Consolidated-

Bathurst Bathurst
Inc. Pontiac Limited Domglas Inc.
$150 000 000 $50 000 000 $20 000 000
$ 50000 000 $ — $20 000 000
Demand Demand
debenture, — debenture,
Series G Series B
November 28, February 2, December 29,
1982 1983 1982
Canadian bank prime plus
Va % Va % 3% %
% % 12 % V2%

(b) The DM 80 000 000 term loan is secured by the pledge of
all the shares of Europa Carton AG and St. Maurice
Holdings Limited and 49% of the shares of Domglas Inc.,
all wholly-owned subsidiaries.

(c) Excluding the debt of Europa Carton AG repayable from
its operations and after the provision of $32 378 000 for
potential exchange charges on the German term bank
loan, the cost of repayment of the U.S. dollar debt and the

German term bank loan, based on exchange rates at
December 31, 1980, exceeds by $246 000 the Canadian
dollar amounts recorded in the accounts.

(d) Sinking fund requirements and principal payments during
the next six years, based on exchange rates at December
31, 1980, are: 1981 $7 398 000; 1982 $9 577 000; 1983
$17 211 000; 1984 $23 364 000; 1985 $64 479 000; 1986
$16 015 000.
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9. Stated capital

1980 1979

(thousands of dollars)

Preferred shares
Authorized
6 000 000 shares of which 1 041 406 shares are
designated as 1966 Series and 800 000 as 1978 Series
Issued

1966 Series $ 24 393 $ 25360
1978 Series 20 000 20 000
$ 44 393 $ 45 360
Common shares
Authorized
Unlimited number of shares
Issued
Series A $ 62897 $131 266
Series B 115 817 34 309
$178 714 $165 575
(a) Preferred shares: 1966 Series
Shares Stated Value
Balance January 1, 1980 1014 408 $25 361 000
Purchased and cancelled
(cost of $683 000) (38 700) (968 000)
Balance December 31, 1980 975 708 $24 393 000

The preferred shares are redeemable at par and are non-
voting unless the Corporation fails to pay, in the aggregate,
eight quarterly dividends. The 1966 Series is entitled to
cumulative dividends at an annual rate of $1.50 per share:
the 1978 Series is entitled to cumulative dividends at an
annual rate, applied to $25 per share, equal to the lesser of
(i) 9% and (ii) one-half of the average Canadian prime rate
plus 13 %, calculated quarterly.

Subject to provisions in certain covenants in the Trust Deeds
securing the debentures and in the provisions attaching to
the preferred shares, the Corporation, at its option, may

redeem on 30 days’ notice the 1966 Series at $26 per share
and the 1978 Series at $25 per share plus all unpaid dividends
accrued thereon. Unless the market price is in excess of the
redemption price, the Corporation is obliged to make all
reasonable efforts to purchase annually for cancellation

38 686 preferred shares, 1966 Series. Also the Corporation
shall invite tenders for the purchase of 80 000 preferred
shares, 1978 Series, in 1981 and 1982 and the remainder of
such shares thereafter.

Dividends, other than stock dividends, are subject to restric-
tions in the above-mentioned provisions.

(b) Common shares:

Balance January 1, 1980

Net conversions from Series A to Series B (i)

Issued under the 1980 Share Purchase Plan (ii)

Issued under the 1979 Share Option Plan (iii)

Issued as stock dividends (iv)

Purchased or contracted to purchase for cancellation (v)

Balance December 31, 1980

(i) The Series A and Series B common shares are voting,
interconvertible on a share for share basis, and identical
in all respects with the exception that dividends on the
Series B common shares are paid in the form of shares
instead of cash.

Series A Series B

Shares Stated Value Shares Stated Value

17 660 746 $131 266 000 4 390 616 $ 34 309 000
(8 631 383) (66 193 000) 8 631 383 66 193 000
15 747 293 000 8 024 149 000

37 900 488 000 14 400 185 000

— -— 774 667 15 345 000

(397 700) (2 957 000) (22 757) (364 000)

8 685 310 $ 62897 000 13 796 333 $115 817 000

(ii) In September 1980, the Corporation established the 1980
Share Purchase Plan to provide all of its eligible em-
ployees with the opportunity to purchase common shares
directly from the Corporation. This Plan also enabled
such employees who reside in Quebec to benefit from
certain tax legislation of that Province. A total of 23 771
common shares were issued at a price of $18.625 per share.



(iii) In 1979, the Corporation established the 1979 Share
Option Plan. Options were granted to a number of officers
and employees to purchase, until December 31, 1984,
up to an aggregate of 250 000 common shares of the
Corporation, at the price of $12.875 per share.

(iv) On December 19, 1980, the Corporation declared a year-
end extra dividend of 70¢ per common share payable on
February 16, 1981, to shareholders of record on January

16, 1981. The stock dividends, payable in the form of
401 599 Series B common shares having a value of
$23.336 per share, have been accounted for as issued
in 1980.

(v) During 1980, the Corporation purchased or contracted to
purchase for cancellation 420 457 common shares at an
average cost of $16.14 per share. The excess of cost over
the stated value was charged to retained earnings.

10. Segmented information

The Directors have determined the classes of business of the
Corporation to be (i) pulp and paper, (ii) packaging and (iii)
oil and gas. Information segmented by classes and major

product lines, and by geographical locations, is reported on
pages 22 and 23 of this report.

11. Related party transactions

Power Corporation of Canada is the major shareholder of the
Corporation owning 39.8% of the outstanding common shares.
In 1980, the Corporation entered into transactions with certain
companies in the Power group, mainly in respect of sales of

newsprint and purchases of transportation and insurance
services. All such transactions were not significant in relation
to total sales and purchases and were made at open market
prices for similar products and services.

12. Commitments

(a) The Corporation has not entered into capital lease agree-
ments since 1978. Had the Corporation capitalized long-
term leases of a capital nature entered into prior to
January 1, 1979, assets and liabilities would have
increased, respectively, by $5 130 000 and $7 070 000 at
December 31, 1980, and by $9 200 000 and $11 900 000
at December 31, 1979. The effect on net earnings for the
years ended December 31, 1980 and 1979 would not have
been significant.

Future minimum lease payments are as follows:

Capital Operating
Leases Leases
(thousands of dollars)
1981 $2 830 $11 580
1982 2540 5390
1983 1460 4 420
1984 920 3990
1985 410 3480
Thereafter 70 10 870
8 230 $39 730
Less: Imputed interest 1160
Present value of net minimum
lease payments $7 070

(b) At December 31, 1980, outstanding commitments for
capital expenditures under purchase orders and contracts
amounted to approximately $64 500 000.

(c) Certain of the pension plans of the Corporation and its
Canadian subsidiaries have unfunded past service liabili-
ties which were actuarially estimated to be $32 400 000
at December 31, 1980 ($34 100 000 at December 31, 1979).
The charge to earnings in respect of all of the Corpora-
tion’s pension plans was $17 450 000 in 1980 ($13 860 000
in 1979).

13. Remuneration to directors and officers

The aggregate direct remuneration paid or payable in 1980
by the Corporation and its subsidiaries to the directors and
senior officers was $4 330 000 (1979 $4 026 000).
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Historical Summary

1980 1979 1978~
rations Net sales $1 389 433 $1 244 312 $1078 843
[toh?fsands of dollars) Depreciation 42 651 38 774 36 022
Interest — both short and long-term 29 886 26 353 26 930
Income taxes 78 412 57 058 36 350
Earnings before extraordinary items 122 379 98 259 59147
Extraordinary items — net of taxes — 4 589 1568
Net earnings (loss) $ 122379 $ 102848 $ 60715
Additions to property and plant $ 143152 $ 92332 $ 47475
Maintenance and repair expense $ 98334 $ 83294 $ 73038
Per common share Earnings (loss) before extraordinary
(dollars) items $ 5.42 $ 4.27 $ 2.60
Net earnings (loss) 5.42 4.47 2.67
Dividends 2.00 1.00 0.75
Cash flow from operations 8.51 6.86 5.25
Book value $ 19.72 $ 16.26 $§ 1279
Per preferred share Dividends — 1966 Series $ 1.50 3 1.50 $ 1.50
(dollars) — 1978 Series $ 2.16 $ 2.03 $ 0.64
Balance sheet Working capital at end of year $ 260746 $ 289633 $ 263141
(thousands of dollars) Property and plant — gross 968 517 851 947 784 661
Accumulated depreciation 445 129 416 862 392 549
Investments 114107 73 805 52 702
Provision for German pensions 19 877 15319 12 829
Provision for exchange and
contingent charges 32378 32 378 30 708
Long-term debt 216 776 231 950 228 231
Minority interest 2524 2784 2832
Stated capital — preferred 44 393 45 360 46 279
—common 178 714 165 575 165 848
Retained earnings 264 711 192 966 120 317
Total shareholders’ equity $ 487818 $ 403 901 $ 332444
Other data Ratio of current assets to current
liabilities 21to1 26to1 2.7to1
Ratio of short and long-term debt
to shareholders’ equity 37/63 37/63 42/58
Return on assets — % 12.2 1.4 8.5
Return on common shareholders’
equity — % 29.8 29.6 21.8
Shares outstanding — preferred 1775708 1814 408 1851156
—common 22 481 643 22 051 362 22 381 992

* 1978 — Reflects sale of Wallaceburg glass plant

to the joint venture in October.



1977 1976* 1975 1974~ 1973~ 1972~ 1971 1970

$868 865 $745 193 $643 719 $689 009 $497 683 $348 055 $343 362 $353 944
32 484 28 659 26 150 25 658 21 500 16 534 17 942 19 241
26 823 22 941 18812 18 445 14 518 10573 12773 13 523
10 038 9 227 20 338 34 463 14 220 4674 1392 3 545
21 355 18 240 32 599 47712 19 870 6 181 127 274

1 361 — — 14 608 (900) 63 (49 885) (12 339)

$ 22716 $ 18 240 $ 32599 $ 62320 $ 18970 $ 6244 $ (49 758) $(12 065)

$ 53783 $ 56678 $ 49740 $ 36992 $ 30242 $ 14968 $ 10516 $ 22948

$ 69889 $ 58 267 $ 44 467 $ 45861 $ 29724 $ 19809 $ 17 946 $ 19751

$ 0.90 $ 076 $ 142 $ 237 $ 092 $ 018 $ (0.15) $ (0.14)

0.97 0.76 1.42 3.13 0.87 0.19 (2.90) (0.77)
0.67 0.67 0.67 0.75 — — — 017
2.96 2.24 2.98 4.76 2.54 1.19 0.80 1.10

$ 11.00 $ 10.70 $ 10.64 $ 9.89 $ 6.51 $ 574 $ 556 $ 845

$ 1.50 $ 1.50 $ 150 $ 1.50 $ 338 $ 112 $ = $ 1.50

$ — $ = $ — $ = $ = $ — $ — $ —

$209 233 $157 860 $159 084 $133 045 $ 81 066 $ 77 303 $ 82519 $ 88399

769 237 730 763 678 302 634 033 611 733 500 175 515915 509 947
375 895 363 477 339 692 317 097 298 617 245173 241 660 227 569
30 851 26 162 26 438 26 452 11 026 18 321 17 784 32 897

11 199 7 404 6418 4937 2644 2103 1823 1654

20 268 16 919 17 607 15985 15 543 18 820 33100 =
245 647 178 837 157 176 129 896 141 968 130 751 149179 159 812
5896 5.8/ 6 291 6 502 19676 6 394 6315 6 000

26 145 27 094 28 067 31078 47 229 47 229 47 229 47 229

89 804 89 803 88 695 88 626 42 091 39518 39 337 39 337
150 940 144 384 142 320 125 943 80929 68 344 64 216 113 924
$266 889 $261 281 $259 082 $245 647 $170 249 $155 091 $150 782 $200 490
22to1 19to1 22to1 1.9to1 1.7to 1 20to1 21to1 2okl
53/47 50/50 43/57 42/58 54/46 51/49 55/45 50/50

4.6 4.3 6.6 9.2 5.4 2.8 15 1.4
8:5 79 14.0 27.4 12.2 4.1 0.3 (1.4)

1 045 808 1083 755 1122 684 1243119 1889 144 1889 144 1889144 1889 144
21 886 602 21886 377 21720102 21700812 18 905 412 18178 812 18 127 812 18127 812
= 1977 - Rellects consolidation of one corrugated * 1974 — Reflects consolidation of Bobois and

container plant from April, two folding carton Lauenburger Wellpappenwerk GmbH from July

plants from May and one sawmill from and Dorchester Electronics from December.

September * 1973 ~ Reflects consolidation of Domglas Inc.

* 1976 — Reflects consolidation of Ampak Limited, from April.
Cyrmac Plastics Limited, Plant-Kimble Ltd. and * 1972 - Reflects divestment of the U.S, tissue

Grundstucksverwaltungsgesellschaft Altona mbH. division.
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