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NOTICE OF ANNUAL GENERAL MEETING
OF COMMON SHAREHOLDERS

To the Common Shareholders of
MacMillan Bloedel Limited:

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the common shareholders of MacMillan
Bloedel Limited will be held at the Four Seasons Hotel, 791 West Georgia Street, Vancouver, British Columbia on
Thursday, April 14, 1994 at 10:00 a.m. local time, for the following purposes:

1. To receive and consider the report of the directors and the financial statements of the Company for the
year ended December 31, 1993;

2. To elect directors for the ensuing year;

To appoint auditors for the ensuing year and to authorize the directors to fix their remuneration; and

4. To transact any other business that may properly be brought before the meeting.

(8]

SPECIAL BUSINESS

NOTICE IS ALSO GIVEN that at this meeting the common shareholders will be asked to consider, and, if
thought fit, to pass in the form set out in the attached Information Circular, with or without modification, a Special

Resolution to amend the Company’s Articles to reduce the quorum necessary for the holding of a meeting of
shareholders.

DATED at Vancouver, British Columbia the 21st day of February, 1994.

BY ORDER OF THE BOARD

G.E. MYNETT, FCIS
Corporate Secretary

"/

McGill

U nlve rSIty ’in us at the 1994 Annual General Meeting of MacMillan Bloedel Limited. However,
. . resent in person I do invite and encourage you to vote your shares by completing the
Libraries

your choices by marking the appropriate boxes on the proxy form enclosed, and by
Howard Ross Library ming your proxy form in the enclosed return envelope as promptly as possible.
of Management

Sincerely,

R.B. Findlay
President and Chief Executive Officer




INFORMATION CIRCULAR

In connection with the meeting to be held on April 14, 1994
Dated February 21, 1994

The Board of Directors of MacMillan Bloedel Limited (the “Company™”) has determined that the Annual
General Meeting of the common shareholders will take place on Thursday, April 14, 1994 at the time and place and
for the purposes set out in the Notice of Meeting.

The management of the Company is soliciting proxies for use at that meeting, and has designated as the person
whom shareholders may appoint as their proxyholder the persons listed on the enclosed form of proxy. If a
shareholder wants to appoint a person not listed on the form of proxy to represent him or her at the meeting, the
shareholder may do so either by substituting the name of that person, who need not be a shareholder, on the form
of proxy or by completing another form of proxy. If the shareholder is a corporation, it must execute the proxy by
an officer or properly appointed attorney. For the proxy to be valid the shareholder (or the shareholder’s attorney,
who must be authorized in writing) must sign and date it, and must deposit it at the offices of Montreal Trust
Company of Canada, 4th Floor, 510 Burrard Street, Vancouver, British Columbia, V6C 3B9, not less than 48 hours
before the time of the meeting. A shareholder may revoke a proxy at any time before the meeting. If the shareholder
attends the meeting and votes in a poll, he or she will be automatically revoking the proxy. An undated but executed
proxy will be dated the date of receipt by Montreal Trust Company of Canada.

If the instructions are certain, on any poll the persons named in the enclosed form of proxy will vote the shares
held under proxy in accordance with the instructions of the shareholder who appointed the proxyholder. If there are
no instructions, on any poll the proxyholder will vote those shares in favour of each of the nominees for election as
directors, and for each other matter shown on the form of proxy. The form of proxy enclosed, when properly signed,
confers discretionary authority to the appointed persons to vote as they see fit on any amendment or variation to any
of the matters identified in the notice of meeting and on any other matter that may properly be brought before the
meeting. Neither the directors nor the management of the Company is aware of any variation, amendment or other
matter to be presented for a vote at the meeting.

The Company is paying for this solicitation, which is being made by mail. The Company has retained ADP
Independent Investor Communications Corporation in Canada and Shareholder Communications Corporation in
the United States of America to assist it in the solicitation of proxies and anticipates paying approximately
Cdn$2,000 and US$4,000 for these services.

RECORD DATE AND ADVANCE NOTICE

The Board of Directors fixed the record date for determining the names of common shareholders entitled to
this Notice of Meeting and Information Circular as the close of business on February 28, 1994. Each person who is
listed in the register of members of the Company as a holder of one or more common shares on February 28, 1994
is entitled to attend the Annual General Meeting in person or by proxy and to cast one vote for each share on a
poll. Pursuant to the instalment receipt agreement dated February 25, 1993, holders of instalment receipts on
February 28, 1994, as beneficial shareholders, are also entitled to attend and vote at the meeting or appoint a
proxyholder.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

On February 1, 1994, 123,731,174 common shares of the Company entitled to be voted at the meeting were
outstanding. This figure excludes 552 shares represented by warrants. Each share carries the right to one vote.

To the knowledge of the directors and officers of the Company, on February 21, 1994 no person or company
owns or directly or indirectly exercises control over shares carrying more than 5% of the voting rights attaching to all
common shares of the Company entitled to be voted at the meeting.

On February 1, 1994 the directors and officers as a group beneficially owned 554,701 common shares. This
number, which includes qualifying shares of directors, represents less than 1% of all issued and outstanding common
shares.



DIRECTORS MEETINGS

The Board of Directors of the Company consists of thirteen members, presently made up of one executive
officer and twelve directors who are not executive officers. The Board of Directors held nine meetings during 1993.
From among its members, the Board appoints a number of committees with specific duties, including an Executive
Committee, an Audit Committee, an Environmental Committee and a Compensation Committee.

The advance notice of the Annual General Meeting to be held on Thursday, April 14, 1994, which was
published in Vancouver on February 2, 1994, included an invitation for written nominations signed by members
holding in the aggregate not less than 10% of the Company’s common shares. The Company had received no such
nominations for inclusion in this Information Circular by February 21, 1994.

ELECTION OF DIRECTORS

Unless otherwise directed, the persons named in the enclosed form of proxy intend to vote for the election of a
Board of Directors composed of the thirteen nominees in the list below. If any nominee does not stand for election or
is unable to serve, they may vote the proxies for a smaller board at their discretion. Unless his office is earlier
vacated in accordance with applicable law or the Articles of the Company, each director who is elected will hold
office until the end of the next Annual General Meeting.

INFORMATION CONCERNING NOMINEES

Age at
Principal occupation Feb. 1, Director Shares
Name and residence during the past five years 1994 since held*

L Amold: o cony v snms v s Senior Vice-President, Tilbury Cement 57 1992 2,420
West Vancouver, Canada Limited since 1993 (cement and

construction materials); prior to which he

was President, Ocean Construction Supplies

Limited (concrete construction and

supplies). (Notes 3 and 4)

D.C. Davenport.............. Vice-Chairman of the Board since 1993, 61 1981 540
Vancouver, Canada Partner of Davis & Company (barristers
and solicitors). (Notes 1, 2 and 3)

P.W. Douglas ............... Corporate Director since 1991; prior to 67 1992 1,000
New York, U.S.A. which he was Chairman and Chief

Executive Officer of The Pittston Company

(natural resources and specialized transport

services). (Notes 2 and 4)

RB. Findlay ................ President and Chief Executive Officer since 60 1990 45,631
West Vancouver, Canada 1990; prior to which he was Senior Vice-

President, Marketing since 1989; prior to

which he was Senior Vice-President,

Alberni Region. (Note 1)

B.E. Haskayne. ... «..s s euw s Chairman of Nova Corporation of Alberta 59 — 3,000
Calgary, Canada (pipelines and petrochemicals) since 1992;

prior to which he was Special Advisor to

the Board of Directors of Nova Corporation

of Alberta; prior to which he was

Chairman, President and Chief Executive

Officer of Interhome Energy Inc.

CC. Knudsen ............... Corporate Director since 1990; prior to 70 1976 16,941
Seattle, U.S.A. which he was Vice-Chairman of the Board.
(Notes 1, 2 and 3)



Information concerning nominees (continued)

Age at
Principal occupation Feb. 1, Director Shares
Name and residence during the past five years 1994 since held*

WG ‘Minhiekio: caes v same 7 President and Chief Executive Officer of 51 1993 1,000
Boise, U.S.A. TJ International, Inc. (engineered lumber
products).

C.E. Ritchie, O.C. ........... Chairman of the Board of Directors and 66 — —
Don Mills, Canada Chairman of the Executive Committee of

the Board of The Bank of Nova Scotia

(banking and financial services) since 1993;

prior to which he was Chairman of the

Board of Directors and Chief Executive

Officer of The Bank of Nova Scotia.

J. SEC: ROBS ioupvm wams < wvvn sonoes 3 Corporate Director since 1993; prior to 62 1990 41,888
West Vancouver, Canada which he was Executive Vice-President and

Chief Operating Officer since 1990; prior to

which he was Senior Vice-President,

Operations since 1989; prior to which he

was Senior Vice-President, Nanaimo

Region. (Notes 1 and 3)

R NCOSTMthy, o 5o oo svaryaryses o Chairman of the Board since 1990; prior to 67 1980 106,682
West Vancouver, Canada which he was President and Chief

Executive Officer of the Company.

(Notes 1 and 4)

Dr. D.W. Strangway.......... President of The University of British 39 1986 1,651
Vancouver, Canada Columbia. (Notes 3 and 4)

Jo8: WO o o v o e s s Chairman, Endeavour Financial 63 1988 2,000
Vancouver, Canada Corporation (corporate and financial

advisory services) since 1992; prior to

which he was President, Endeavour Capital

Corporation (predecessor company to

Endeavour Financial Corporation) since

1989; prior to which he was a Corporate

Director. (Notes 1, 3 and 4)

AH. Zimmerman............ Chairman, Confederation Life Insurance 66 1981 22573
Toronto, Canada Company (group life and health insurance

products and services) since 1993;

Chairman of the Board of the Company

prior to 1990; prior to 1994 Chairman,

Noranda Forest Inc. (forest products); prior

to 1991 he was Chief Executive Officer,

Noranda Forest Inc. (Note 3)

*This column shows the number of common shares (including 500 qualifying shares), as reported to the Company, beneficially owned directly or
indirectly or over which control is exercised by each of the nominees. The percentage of shares other than qualifying shares held by each
nominee is in no case greater than .1%.

Notes: 1) member of the Executive Committee
2) member of the Audit Committee
3) member of the Environmental Committee
4) member of the Compensation Committee



The nominees listed below hold directorships in other companies with a class of securities registered pursuant
to Section 12 of the United States Securities Exchange Act of 1934 or which are subject to the requirements of

Section 15(d) of such Act or which are registered as investment companies under the United States Investment
Company Act of 1940:

PW.Douglas .............. New York Life Insurance Co. (insurance)
Phelps Dodge Corporation (international mining and manufacturing)
Philip Morris Companies Inc. (tobacco and food)
U.S. Trust Corporation NYC (financial)

BEBUEIndlay: o v s sy s TJ International, Inc. (engineered lumber)

R.F. Haskayne ............. Alberta Energy Company Ltd. (energy)
Canadian Imperial Bank of Commerce (banking)
Home Oil Company Limited (oil and natural gas)
Manufacturer’s Life Insurance Company (insurance)
Nova Corporation of Alberta (pipelines and petrochemicals)

C.C. Knudsen.............. Cascade Corporation (components for heavy industrial equipment)
Penwest Ltd. (corn derivatives)
Portland General Corporation (utilities holding)
Portland General Electric Company (electric utility)
Safeco Corporation (insurance)
Seattle First National Bank (banking)
West Fraser Timber Co. Limited (forest products)

WEE. Minmicks.. s uss won s 3 TJ International, Inc. (engineered lumber)
Eljer Industries Inc. (plumbing fixtures and household appliances)

C.E. Ritchie, 0.C........... Ingersoll-Rand Company (industrial equipment)
Minorco (international mining)
Moore Corporation Limited (business forms) :
Nova Corporation of Alberta (pipelines and petrochemicals)

Dr. D.W. Strangway ........ Echo Bay Mines Ltd. (gold and silver ores)

AH. Zimmerman........... The Pittston Company (natural resources and specialized transport services)

RETIRING DIRECTORS

Mr. D.W. Kerr and Mr. A. Powis, O.C., who have been directors of the Company since 1988 and 1981,
respectively, have informed the Company that they are not standing for election at the meeting of shareholders on
April 14, 1994. Mr. Kerr is the President and Chief Executive Officer, Noranda Inc. (mining and metallurgy,
manufacturing, forest products, oil and gas exploration) and Mr. Powis, O.C. is Chairman, Noranda Inc. These
retiring directors hold directorships in other companies with a class of securities registered pursuant to Section 12 of
the United States Securities Exchange Act of 1934 or which are subject to the requirements of Section 15(d) of

such Act or which are registered as investment companies under the United States Investment Company Act of
1940:

DW. Kerr................. Hemlo Gold Mines Inc. (gold production)
Norcen Energy Resources Limited (oil and gas)

A. Powis, O.C, ............. Gulf Canada Resources (oil and gas)
Norcen Energy Resources Limited (oil and gas)



BUSINESS RELATIONSHIPS

In the ordinary course of business, the Company enters into transactions with various companies and firms of
which certain of its directors are officers, directors or partners. Other than the purchase in 1993 of approximately
$135 million of engineered lumber products from Trus Joist MacMillan, a partnership owned 51% by TJ
International, Inc., of which R.B. Findlay is a director and of which W.C. Minnick is President and Chief Executive
Officer, none of these transactions have been material to the Company, and the Company believes that they have
not been material to the other companies or firms involved. During the year and in the ordinary course of business,
the Company consulted and is continuing to consult Davis & Company, a law firm of which D.C. Davenport is a
partner. R.V. Smith, who retired as Chief Executive Officer of the Company in 1990 and is currently Chairman of
the Board, continues to be retained as a consultant. For his consulting services R.V. Smith was paid $101,000 in
1993. At December 31, 1993 four directors held shares and loans under the Company’s senior management share
purchase plan which is described below in the executive compensation section: R.B. Findlay 37,183 shares
($586,023); J. St.C. Ross 37,897 shares ($591,026); R.V. Smith 85,098 shares ($1,323,331); and A.H.
Zimmerman 18,502 shares ($293,179). At December 31, 1993 two directors held share rights under the Company’s
1992 phantom stock issue: R.B. Findlay 15,581 rights and J. St.C. Ross 10,000 rights.

APPOINTMENT OF AUDITORS

Unless otherwise directed, the persons named in the enclosed form of proxy will vote for the appointment of
Price Waterhouse as the auditors of the Company for the ensuing year, and for the delegation to the Board of
Directors of the power to set-their fees. Representatives of this firm will be present at the Annual General Meeting
to respond to questions asked at the meeting and will have the opportunity to make a statement if they see fit.

SPECIAL BUSINESS

Amendment of Articles to reduce quorum for shareholders meeting

The shareholders are being requested to pass a special resolution amending Article 10.3 of the Company’s
Articles, which prescribes the quorum required for a meeting of the shareholders of the Company. To be effective,
the special resolution requires approval by 75% of the votes cast in person or by proxy at the meeting.

Article 10.3 currently provides that a quorum for a general meeting of shareholders is three individuals, who are
members or proxyholders personally present and representing shares aggregating one third of the shares entitled to
be voted at the general meeting of shareholders. Before 1993 the Company had a major shareholder which held
almost 50% of the Company’s common shares. In early 1993 this shareholder sold its block of the Company’s
shares, with the result that the voting shares of the Company are now widely held. In view of that development, the
Board of Directors believes that the quorum required for a meeting of shareholders should be reduced to a level
consistent with that of other widely held Canadian companies.

RESOLVED AS A SPECIAL RESOLUTION that the Articles of the Company be altered by:
Deleting Article 10.3 and substituting the following therefor:

“10.3. The quorum for a general meeting of the Company shall be three individuals, who are members or
proxyholders personally present and representing in person or by proxy shares aggregating 15% of the shares entitled
to be voted at the general meeting.”



EXECUTIVE COMPENSATION AND
COMPENSATION COMMITTEE REPORT

Summary compensation table

The following table sets forth all compensation paid in respect of the individuals who were, at December 31,
1993, the Chief Executive Officer and the four most highly compensated executive officers (the “named executive
officers™) (1):

2 Long term
Annual compensation compensation
Name and principal position Year Salary Bonus(2) Other(3) awards(4)
(units)
RB.Findlay ............. . 0o, 1993 $360,000 $54,000 $38,035 —
President and Chief Executive Officer 1992 300,000 — 43,898 15,000
1991 300,000 -— 62,932
RD.Tuckey ....ooviiiii i, 1993 248,748 25,000 8,125
Executive Vice-President, Operations since January 1, 1992 194,844 — 9,517 9,000
1993; prior to which he was Executive Vice-President, 1991 154,524 — 14,126 —

Business Development since July 1, 1992; prior to
which he was Vice-President, Alberni Region

BN BREE (5) s oa cons sns s g wioh pvesies il (e g 1993 183,726 29,790 — 8,500
Senior Vice-President, Containerboard and Packaging
and President, MacMillan Bloedel Inc. since May 15,

1993
JL. Howard ... ... ... ... 1993 178,728 18,000 32,232 —_
Senior Vice-President, Law and Corporate Affairs 1992 172,896 — 38,596 8,500
1991 172,896 — 57,332 —_
L' A0E B 1993 172,497 18,000 8,352 —
Vice-President, Powell River Region 1992 160,508 — 9,894 7,500
1991 151,524 — 14,278 —

(1) In this Information Circular “executive officer” means the President and Chief Executive Officer, all Vice-Presidents and the Corporate
Secretary of the Company.

(2) There were no bonuses awarded in 1991 and 1992.

(3) Perquisites and other personal benefits do not exceed the lesser of $50,000 and 10% of the total of the annual salary and bonus for any of the
named executive officers. The amounts in this column relate to imputed interest on senior management share purchase plan loans.

(4) The amounts in this column relate to the number of units issued under the 1992 phantom stock issue. F.V. Ernst's units were issued to him

in 1993. There were no shares and loans issued under the senior management share purchase plan and no share options issued in 1991, 1992
or 1993.

(5) F.V. Emnst joined MacMillan Bloedel on May 15, 1993,

Long term incentive plan awards table

The following table sets forth all long term incentive plan awards made to the named executive officers during
1993.

Number of units issued Maturation or pay out
BV EmSt s svievmsn s o - 8,500 units of 1992 phantom For a description of exercisable
stock issue times see narrative accompanying

the next table



Value at December 31, 1993 of long term incentive awards

Information regarding unexercised long term incentive awards held by the named executive officers at

December 31, 1993 is summarized in the following table(1): )
Value of unexercised

Number of unexercised in-the-money
units/shares at long term awards
December 31, 1993(2)(3) at December 31, 1993
Exercisable Unexercisable Exercisable Unexercisable
BB Findlay i ciesisa g s s stati e siits siv iz 38,967 13,796 $153,279 $115,675
230 B T 141 Ts) o R B S | R PR ) 9,152 8,025 16,056 64,037
FVEEENSE. i o0 wiene uvncis ovenssiesies ot b ases s1o5 aietain pross 2,894 5,787 11,196 22,392
T L EHoward.... ... diss e oo s sSrme, s w8 31,875 7,915 145,162 71,853
WG LOW: sca o oo sins svos sensrsging aliinee vrelbions o Suse bross 8,680 6,984 14,549 59,650

(1) The named executive officers did not exercise any long term incentive awards during 1991, 1992 or 1993.
(2) There were no options of the Company issued or outstanding during 1991, 1992 or 1993.
A description of long term incentive awards unexercised at December 31, 1993 follows:

(a) 1992 phantom stock issue

Effective October 1, 1992, the Company granted certain phantom stock rights to selected members of management at a price of
$17.75. The number of units issued to each participant was based on salary grade and ranged from a minimum of 2,500 units to a
maximum of 15,000 units. Each unit is credited with the equivalent of any dividend declared on common shares of the Company, and
with any stock dividend, stock split or other change to the Company's common shares. Participants may elect to receive the difference
between the issue price and the price of the Company’s shares on The Toronto Stock Exchange on the date of the election. At the
Company'’s option, payment may be made either in cash or in treasury shares.

No units could be exercised before October 1, 1993, thereafter a participant may exercise units held according to the following

schedule:
Period Maximum units exercisable
From Oct:. 1, 1993 to:Sept: 30: 1900 oo oo vanile i e ailisieim i e o miea alats s ansis s i it 33%
From Oct. 1, 1994 to Sept. 30, 1995:. . ..o iiiininiinidinneroriunniranassiarinneaeas 66%
From Oct. 1, 1995 to Sept. 30, 1998 . . .. soi s i oo minavai i e v dunai s vaw il s os 100%

(b) Senior management share purchase plan

The Company's senior management share purchase plan was set up to provide a long term incentive and capital appreciation
opportunity for selected key employees of the Company directly related to corporate performance and to the market price of the
Company’s shares. The number of shares which each participant bought under the plan depended on the Company’s return on
investment for the previous year, the participant’s salary during such year and the share price. The purchase was financed by a ten year
non-recourse interest free loan granted to the participant by the Company and secured by a pledge of the shares. At December 31,
1993 loan balances for shares issued in 1987, 1988, 1989 and 1990 were outstanding. At any time within the ten year period for the
1987, 1988 and 1989 issues the participant may repay the loan and take possession of the pledged shares. For the 1990 issue 60% of the
original loan may be repaid from April 2, 1993 to April 1, 1994; 80% thereafter to April 1, 1995; and thereafter 100%.

(3) Common share dividends declared by the Company adjust the value or number of shares held under long term incentive awards.

The market price for the Company’s common shares on December 31, 1993 was 21% and on February 1, 1994
was 22V,

Retirement plans

The following table sets forth various annual retirement benefits that become payable under the Company’s
executive pension plan:

Annual average Years of service

covered remuneration 10 15 20 25 30 35
$100,000 .5 vz s v o earaderise $20,000 $ 30,000 $ 40,000 $ 50,000 $ 60,000 $ 70,000
S150:0005 So o dbim i i $30,000 $ 45,000 $ 60,000 $ 75,000 $ 90,000 $105,000
S200000 Ak s e s e $40,000 $ 60,000 $ 80,000 $100,000 $120,000 $140,000
SASQO00 2 = o sy vors Sents Soi s $50,000 $ 75,000 $100,000 $125,000 $150,000 $175,000
SIONI000 ;s susrars, s95aT iy wvaneL s $60,000 $ 90,000 $120,000 $150,000 $180,000 $210,000
$350,000 ... cve vvien e e e $70,000 $105,000 $140,000 $175,000 $210,000 $245,000
SADDID00 ... 5o cioimie i ts R S 56 $80,000 $120,000 $160,000 $200,000 $240,000 $280,000
B450:0000 5 s oo rasieE e 2 $90,000 $135,000 $180,000 $225,000 $270,000 $315,000
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The named executive officers (except for F.V. Ernst) are members of the executive pension plan under which
executive officers retire at age 65 with a monthly pension amounting to 2% for each accredited year of service to a
maximum of 35 years applied to the average monthly salary and bonus (one half bonus for 1991 onwards) during
the 36 consecutive months when the salary and bonus were highest, with a widow’s benefit of 60% of the employee’s
pension. Pensions are not reduced by Canada Pension Plan payments.

As at December 31, 1993 R.B. Findlay had 28 years of service with the Company, R.D. Tuckey had 32 years of
service with the Company, J.L. Howard had 14 years of service with the Company and W.G. Low had 15 years of
service with the Company.

As at December 31, 1993 F.V. Ernst had a service agreement with the Company under which the Company
agrees to pay him a monthly pension amounting to 2% for each accredited year of service applied to the average
monthly salary and one half of bonuses during the 36 consecutive month period when the salary and bonus was
highest, with a widow’s benefit of 50% of the employee’s pension. His pension is not reduced by U.S. Social Security
payments.

On F.V. Ernst’s first, second, eighth and thereafter anniversary date, one year will be credited to his years of
service, while on his third through seventh anniversary date two years will be credited to his years of service. On
May 15, 1994 F.V. Ernst will have had one year of service with the Company.

Termination of employment, change in responsibilities and employment contracts

An agreement exists between the Company and F.V. Emst. Should the Company sell or otherwise dispose of
its U.S. containerboard and packaging business while he retains the position of Senior Vice-President,
Containerboard and Packaging of the Company, and President, MacMillan Bloedel Inc. and until he reaches his
seventh year of service with the Company, and the new owner does not offer him a comparable position, the
Company or the new owner will provide two years notice as severance at his current salary and after the seventh year
one year of notice as severance.

Compensation Committee

The Compensation Committee of the Board (the “Committee™) consists of five outside directors: R.V. Smith
(Chairman), J.T. Arnold, P.W. Douglas, D.W. Strangway, J.S. Walton. D.W. Strangway replaced A. Powis as of
April 8, 1993. No member of the Committee is an executive officer of a company on whose board an executive
officer of MacMillan Bloedel serves as a director. R.V. Smith was President and Chief Executive Officer of the
Company prior to 1990.

The Committee met three times during 1993 with an 87% attendance record. The named executive officers
were not present during any discussion of their compensation.

Report on executive compensation

The Company’s compensation philosophy for executive officers is to provide a competitive total compensation
package in a manner that encourages maximum individual and team contribution rewarding productivity, innovation
and commitment. In addition to being evaluated for short term performance, the Company’s executives have a
responsibility to improve the long range success and growth of the Company. An element of their compensation is
therefore based on the long term performance of the Company.

There are three components of their compensation package:

1. Competitive base salary

The competitive base salary is determined largely by salaries paid by other key companies for comparable job
responsibilities. External salary surveys are conducted regularly to ensure this objective is met, and salaries are
adjusted whenever information indicates a change is necessary. Jobs are reviewed when duties change materially
and internal equity comparisons are made regularly.

2. Variable incentive compensation and incentive fund (bonus)

When the Company earns a competitive return for its shareholders, executive officers have the opportunity to
earn an incentive award based on corporate, division and team performance, and based on the executives own
performance as part of these units. For the named executive officers (other than R.B. Findlay) the guideline bonus
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is 40% of their actual salary earnings in the calendar year in which the award is earned with a maximum of 60%
(R.B. Findlay’s guideline is 50%). Awards are usually paid in February or March based on performance in the
previous calendar year.

The total incentive awards paid to all employees can not exceed the total amount established by an incentive
fund schedule where threshold, guideline and maximum amounts are related to returns on shareholders’ equity. The
schedule used to generate the fund has been designed to provide a basic return for shareholders by establishing a
minimum (threshold) profit level (8% in 1993) which must be achieved before any incentive funds are generated
and provide a reasonable expectation that in a year of good corporate results there will be sufficient funds to pay
meaningful incentive awards to business units and employees who are performing well. For 1993, a 40% salary
guideline bonus would require a 16% return on shareholders’ equity and would establish an $18 million incentive
fund for all salaried employees, while the 60% maximum bonus would require a 25% return establishing a $27
million fund.

Although the 8% threshold was not achieved in 1993, the Committee at their discretion may provide a fund for
incentive awards. This is to acknowledge the historically cyclical nature of MB’s industry noting that executives
work as hard and effectively in down market cycles as they do in better times. The Committee has the authority to
increase the amount in the incentive fund in any year by up to one half of the total guideline amount ($9 million in
1993) provided it is satisfied that the Company is out-performing competing companies and has achieved
challenging objectives. In early 1994 the Committee decided that the amount in the incentive fund for 1993 would
be one quarter of the total guideline. For the named executive officers as a group, this bonus represents on average
approximately 10% of base pay. The Committee’s decision was based on the relative performance of MB compared
to other Canadian competitors especially in building materials.

3. Long term compensation

In 1993 the Committee approved the senior management phantom stock plan (the “plan”) which is designed
to provide a long term incentive for executive officers and senior managers of the Company whose actions have a
direct and identifiable impact on corporate earnings, and who have material responsibility for long range strategy
development and implementation. The plan replaces the senior management share purchase plan and the 1992
phantom stock issue as the basis for executive long term compensation.

At the discretion of the Committee and if the Company’s return on equity targets were achieved (8% threshold
in 1993) units of phantom stocks will be granted to plan participants. Since the return for 1993 was below 8% no
units have been awarded for 1993.

When an award has been granted by the Committee, the number of shares allocated is based on an amount
divided by the current price of the Company’s common shares. The amount is calculated by multiplying the
employee’s base salary earned by a salary grade factor which is in turn multiplied by a corporate performance factor,
the latter of which is based on a net return on shareholders’ equity according to a schedule. If the return is 8% the
performance factor is .2 and at 16% it is 1.0. The maximum factor of 1.5 is reached when the return is 25%. At
December 31, 1993 the salary grade factors for the named executive officers were 1.2 for R.B. Findlay, 1.0 for
R.D. Tuckey, .9 for F.V. Emnst and J.L. Howard and .8 for W.G. Low.

Participants may elect to receive the difference between the issue price and price of the Company’s shares on
The Toronto Stock Exchange on the date of election. At the Company’s option payment may be made either in cash
or in treasury shares.

The phantom stock units may be held for a period not to exceed ten years. No units can be exercised in the first
year since issue. Thereafter a participant may exercise units as follows:

up to 20% after the expiry of one year from the date of issue

up to 40% after two years

up to 60% after three years

up to 80% after four years

up to 100% after five years

Compensation of Chief Executive Officer

R.B. Findlay's annual base salary of $300,000 (paid in 1991 and 1992) was increased by $60,000 in 1993 to
$360,000 after review by the Committee of his personal performance and competitive surveys. In early 1994 R.B.
Findlay was awarded a 1993 bonus of $54,000. The bonus was based on 50% of guideline with a 20% merit
adjustment. No portion of his 1993 compensation related to the issue of new long term incentive awards as the
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minimum return on shareholders’ equity was not met. However, during the year the Company’s common share price
increased resulting in an increase of $255,996 in the money value of shares/units previously issued to him under the
senior management share plan and 1992 phantom stock issue.

Performance graph

The following chart compares a $100 investment in MacMillan Bloedel shares with a similar investment in the
group of TSE 300 and TSE Paper and Forest Products companies. The chart portrays total nominal return 1988 —
1993 assuming reinvestment of dividends.

160% 1
/EI TSE300
140% 1 7 A MB
© TSE
8 Paper &
T 120% - Forest
E Products
O
=
&J 100%
0]
=
E“ 80% +
(]
o
60% +
40% + t + t {
31-Dec-88 31-Dec-89 31-Dec-90 31-Dec-91 31-Dec-92 31-Dec-93
MB Total Return 100 105 102 116 109 142
TSE 300 Index _ _ 100 121 103 114 113. 151
TSE Paper and
Forest Products —— 100 103 88 93 90 133
Index

Compensation of directors

Directors who are not in receipt of salaries as executive officers of the Company or its subsidiaries are each paid
an annual retainer of $8,000 and $1,500 for each board meeting attended. Members of the Executive Committee
who are not in receipt of salaries are each paid $1,000 for each meeting attended. Directors acting on other
committees of the Board who are not in receipt of salaries are paid $750 for each meeting attended. Committee
chairmen receive an additional fee of $250 for each meeting attended, except for the chairman of the Audit
Committee who receives an additional fee of $750. In addition the directors are reimbursed for their reasonable
expenses in connection with such meetings. The annual retainer portion of the director’s fees is paid, at the director’s
option, in cash or in common shares of the Company. During 1993 $232,000 was paid and 1,322 shares were
allocated to directors.
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fbm

hectare

m3

M cubic feet

Mfbm (MMfbm)

MM sq.ft. 3%”

square

tonne

k tonnes

annual capacity at year end

capacity utilization

Pulp

Bleached pulp

Chemi-thermomechanical pulp
(CTMP)

Chemical pulp

Groundwood pulp

Kraft or sulphate pulp

Market pulp
Mechanical pulp

Softwood pulp

Paper

Coated paper
Lightweight coated paper
Newsprint

Specialty groundwood
printing paper

1993 ANNUAL STATUTORY REPORT

GLOSSARY OF TERMS
MEASUREMENTS

foot board measure (board foot) — one square foot of lumber one inch
thick

2.471 acres

cubic metre or 35.315 cubic feet

thousand cubic feet

thousand (million) foot board measure

million square feet, 3 inch thick used to measure panelboard volumes
the measure of shingles required to cover 100 sq. ft. of surface

metric ton — 1,000 kilograms or 2,204 pounds

thousand tonnes

the number of units which can be produced in a year based on operations
over a long term period with the normal number of shifts and maintenance
interruptions

production divided by the annual capacity averaged over the production
period

PRODUCTS

pulp that has been brightened using bleaching chemicals

pulp produced from wood chips using heated mechanical and chemical
processes to break the bonds between wood fibres

pulp produced from wood chips using chemical processes to break the
bonds between wood fibres

pulp produced by grinding blocks of wood to break bonds between wood
fibres

chemical pulp produced by an alkaline cooking process using sodium
sulphate

pulp produced for sale on the open market

pulp produced from roundwood or woodchips by mechanically breaking the
bonds between wood fibres

pulp produced from coniferous wood species, noted for its strength

paper which is coated with clay and treated to impart a smooth glossy
surface

coated paper having a basis weight generally below 72 grams per square
metre

paper produced principally from mechanical pulp or CTMP for use in
newspapers

paper with mechanical pulp as its major component which differs from
newsprint in brightness, surface characteristics and end uses
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Building materials

High value/quality cedar
lumber products

High value/quality whitewood

lumber products
Custom-cut lumber
Dimension lumber

Waferboard
Panelboards

GLOSSARY OF TERMS
(continued)

numerous grades of specialty products including bevel siding, channel
sidings, tongue and groove products (suitable for paneling) and patio
grades for decking

lumber extracted from hemlock, balsam, spruce and fir logs to achieve the
maximum value for specific customers and export markets. A significant
amount of this lumber is remanufactured locally for further reprocessing to
higher value products such as window frames

high value lumber manufactured in non-traditional methods and produced
at non-MB mills from MB logs

lumber cut and planed to standard sizes and lengths nominally 2 X 4 inches
through 2 X 12 inches in cross section by 8 to 24 feet in length
panelboard produced by chemically bonding wafers of wood under pressure
plywood, waferboard and particleboard

Engineered lumber (made by Trus Joist MacMillan)

Parallam® parallel strand lumber
TimberStrand ® (formerly
PSL 300 ™) laminated strand

lumber

MICRO=LAME® laminated
veneer lumber

Containerboard and packaging

Containerboard
Corrugated containers

SpaceKraft®

engineered lumber manufactured by bonding long strands of veneer into
structural beams using a microwave press process and waterproof adhesives
engineered lumber manufactured by bonding woodstrands in parallel using
a steam injection press process and waterproof adhesives to form panels
8 ft. by 35 ft. which are then cut into specific dimensions required by
customers (laminated strand lumber)

engineered lumber consisting of many layers of thin veneer, laid with all
the veneer faces in parallel direction and glue-laminated at high
temperatures by large presses

linerboard and corrugating medium (medium) used to produce corrugated
boxes (containers)

containers. made from sheets of linerboard with medium corrugated
(fluted) between the linerboard

seamless multi-layered intermediate bulk bin corrugated packaging used
for large, heavy quantities of liquids or solids

15




1993 ANNUAL INFORMATION FORM

THE COMPANY

Incorporation

MacMillan Bloedel Limited (the “Company™), a British Columbia (“B.C.”) corporation, is a corporation
resulting from the amalgamation of MacMillan Bloedel Limited, incorporated under the British Columbia
Company Act by Memorandum of Association registered July 13, 1911, and certain of its wholly-owned
subsidiaries.

Subsidiaries

A list of the Company's subsidiaries is set out on page 60 of this report.

Corporate profile

The Company together with its subsidiaries (“MacMillan Bloedel” or “MB”) is the largest forest products
company in Canada and has integrated operations in Canada and the United States as well as major investments in
Canada, the United States and Continental Europe. MB manages 1.5 million hectares of productive timberlands,
which supply most of its fibre requirements. Of these timberlands, one million hectares are in B.C. where
approximately 67% of MB’s property, plant and equipment and the Company’s head office are located. The products
of MacMillan Bloedel and its affiliated companies are marketed throughout the world and include lumber,
panelboards, engineered wood, kraft pulp, newsprint, groundwood printing papers, containerboard, corrugated
containers and SpaceKraft®.

GENERAL DEVELOPMENTS OF MacMILLAN BLOEDEL OVER PRECEDING FIVE YEARS

. The following table, summarizes total revenue, contributions to earnings (loss) and assets for each of MB’s
three industrial segments during the last five years:

Pulp Containerboard
Building and and Inter- Total
materials paper packaging Other segment operations
($ millions)
Total revenue —
FODR 5 e st S Bl Sasth So0S Tt & 050 2,504.6 877.0 531.9 60.3 (211.8) 3,762.0
FOOD: | | v crnir soams msase syess siminge snase e viw 1,841.0 819.1 514.3 57.7 (192.8) 3,039.3
1991 . 1,522.1 928.7 406.0 68.1 (198.7) 2,726.2
1990 . e 1,59111 1,127.5 456.1 60.7 (232.2) 3,003.2
JOBG .o coa viiane wseli wrataa suars v e wveshis sva 1,697.4 1,310.2 504.1 50.8 (288.8) 3,273.7
Contributions to earnings (loss) —
[ T R 333.0 (126.2) (21.5) 24 (7.2) 180.5
1992 os svn swve v & o STaeoe W s i 13 156.2 (76.6) (2.9) 7.0 75 91.2
Y99, & 5o 5w 565 © 1 Bons 6% 2065 0 (41.7) (11.4) (16.0) 4.9 (2.4) (66.6)
1990 . ..o (31.6) 137.6 44.7 29 (8.3) 145.3
1989 . . . 66.8 2473 113.6 2.3 5.8 435.8
Assets —
December 31, 1993 ................ 1,312.6 1,234.3 597.4 12.8 14.7 3,171.8
December 31,1992 . v sace s v 1,122.3 1,291.7 572.6 13.9 7:8 3,008.0
December 31,1991 ..x covn vin s s 1,034.2 1,191.2 503.0 33.5 15.0 2,776.9
December 31, 1990 ... .ovcivn sinn o 1,210.9 1,142.6 499 4 13.0 12.6 2,878.5
Diecember 31,1989 oo vimn v vemm o 1,152.0 1,076.4 457.0 28.0 43 2,711

Certain prior year figures have been restated to conform with the 1993 presentation.

MB’s interests in affiliates are described on page 25 of this report.
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In the last five years MB’s results varied from a profit of $246.7 million in 1989 to a loss of $93.4 million in
1991. During the period MB continued to focus on higher margin added products and reducing costs. MB’s North
American building materials distribution centres have expanded the sale of non-MB products. In the pulp and paper
markets new capacities and reduced demand have resulted in a substantial decline in product prices during the
period. MB upgraded the Alabama containerboard mill to improve product quality and cost competitiveness.
Packaging operations in the U.S. continue to be restructured.

In 1991 MB entered into a joint venture with TJ International, Inc. forming Trus Joist MacMillan (TJM) to
realize the potential of the MB-developed engineered lumber, Parallam® PSL and TimberStrand @ LSL. TIM is
the dominant supplier in the increasingly profitable and expanding engineered lumber market. TJM has announced
a major capital expenditure program.

As at December 31, 1993 MB held 17,028,091 shares of N.V. Koninklijke KNP BT (KNP BT) representing a
17.1% equity interest. In 1993 MB invested $62.9 million in a KNP BT rights share offering. KNP BT is the new
company resulting from the merger in early 1993 of N.V. Koninklijke (KNP) and two major Netherland
companies.

In 1993 MB sold its investments in U.K. Corrugated and Island Paper Mills.

In early 1993 Noranda Forest Inc. sold its 49% common share interest in the Company by way of a secondary
public offering.

Capital expenditure program

Over the past five years capital expenditures totaled $1.5 billion. Of the $633.8 million incurred in 1991, 1992
and 1993, over 40% was spent on environmental projects. Also a significant portion of capital expenditures was
related to the maintenance and replacement of existing capacity. Major discretionary capital expenditures are
described in the facilities section of each industry segment.

The following table summarizes consolidated capital expenditures by business over the past five years:

1993 1992 1991 1990 1989 Total
(S millions)
Buildin B materials:: ... v.oas G -l 5 Si8 ats 3 50 5008 5 43.2 26.9 31.1 83.1 187.8 372.1
Engineered lumber* . .......... .. .. ... ... ... — —— 45.2 47.5 59.0 151.7
432 26.9 76.3 130.6 246.8 523.8
Pulpandpaper ........ ... .o i, 80.4 163.8 110.0 153.9 194.5 702.6
Containerboard and packaging ................... 37.5 30.7** 430 76.6 594 247.2
(ther and ‘COrPOTatei.  caus vis « wvs winn saran s a0 % @ 4.6 5.6 11.8 5.4 17.7 45.1

165.7 227.0 241.1 366.5 518.4 1,518.7

* Reclassified to investment in Trus Joist MacMillan on October 1, 1991
**Restated

BUSINESS OF MacMILLAN BLOEDEL

Financial information and explanatory notes pertaining to each of MB’s industry and geographic segments and
export sales are presented on pages 58 and 59 of this report.
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BUILDING MATERIALS SEGMENT
Logging operations

Log harvesting operations, primarily on the West Coast of B.C. and in Alabama are conducted to supply the
wood fibre requirements of the converting plants. Logs are harvested and sorted according to species, size and
quality and directed to the appropriate converting mill to extract maximum profit margin. To balance supply and
demand of grade and species, logs are traded in the open market. High grade logs are used in the manufacture of
lumber. Chips from converting operations and lower grade logs form part of the fibre supply for pulp, paper and
containerboard mills. Wood waste (principally sawdust and bark) is used to produce energy required by the
converting facilities.

The following table shows the volumes of logs harvested as part of the activity of supplying the fibre
requirements of MB’s major converting facilities in each of the years 1993, 1992 and 1991:

Year ended December 31

1993 1992 1991

(thousands of cubic metres)
Biitish iCOIUMBIAY ... .06 5000 s 5 os e 9550 sk odi oon TS Gos Taets Fum s P 0 6,081 6,542 6,660
Alabama and Mississippi (includes hardwood) ........... ...t 705 817 741

Reforestation

To ensure future supply of fibre MB maintains an active reforestation program in B.C., Alabama and
Mississippi.

Company managed lands in B.C. must be restocked promptly, generally within three years of logging. This is
consistent with the Company’s practices.

MB produces annual crops of four million seedlings in B.C. and 25 million seedlings in Alabama. These
seedlings are planted on MB controlled forest lands or sold.

Forest lands

The total area of forest lands under MB’s control is:

Hectares
British Columbia:
Area operated on a sustained yield basis —
Tree farm licences
Crown lands (INOte 1) .. ... it e e e 659,000
Timber'licences (INOE 2) ... -5« cne b 5055 6605 tonr nooe weuins S0 G5 5555 & 125,000
Ownied 1a0dsTINDLE3). & v v anss cheas aup i o8iE a0 HAE WA Gals S0 4 79,000
863,000
Managed forest lands (owned lands) (Note 3) ...... ... .. ...t 142,000 1,005,000
Other tenures —
TIMber-LICEHCes ((NOI8 4)...... ..o fine 5355 i s 25l 3065 G 900 5065 S0 Wl S50 5 36,000
Owviietd VTS cion =« com s vatar o Sws S0 s S R T 6T SR SR e ST TR 3,000 39,000
1,044,000
Saskatchewan (INOtE 5) ... ..o i e i i it 309,000
Alabama and Mississippi: (Note 6)
OWNEd 18NS somn e = oo e v a0 Hal + S5l 9o e G FOETE Kow TS G soals L s 3 72,000
Long term cutting@inights . cv voame pmis 5 s s s snans snimers s smmie orase viege sianets sae ' 102,000 174,000
1,527,000
Notes:

British Columbia

(1) These are contained within MB’s two tree farm licences. These tree farm licences were renewed for 25-year terms in the early 1980’s.

(2) The Company owns exclusive rights to harvest timber on the land held under timber licences. A royalty is payable upon harvesting the
timber. After the timber is harvested on these lands, the Company has the responsibility to reforest them. They then revert to the Crown but
will be retained within the tree farm licences as “Crown lands”. Approximately 35,000 hectares of these lands have been logged but not
reverted.
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(3) Certain Company owned lands have been put into tree farms (“managed forest units™) to obtain an incentive property tax rate.
(4) Included are approximately 14,000 hectares of lands which have already been logged and will revert to the Crown when restocked at the
Company’s expense.

Saskatchewan
(5) MB’s cutting rights in Saskatchewan, which are limited to species used by the waferboard plant at Hudson Bay, Saskatchewan, are held
under a forest management licence expiring in 1994. Licence renewal is currently being negotiated.

Alabama and Mississippi
(6) The wood from its own timber resources supplied 30% in 1993 (37% in 1992) of the fibre requirements of the Pine Hill, Alabama mills.
Other sources of raw material for the mills are economically available.

Canadian stumpage and royalty payments
British Columbia

A stumpage charge is assessed by the B.C. Provincial Government (the “Government™) on all Crown timber
harvested. On those lands held under timber licences a fixed royalty is payable when the timber is harvested. No
royalty or stumpage charges are payable in respect of Company owned lands.

Saskatchewan

Stumpage rates have been confirmed at the present fixed rate level to June 30, 1994.

British Columbia forest land use

The Province of B.C. owns approximately 95% of all forest lands in the Province. Under the Forest Act, the
Government is empowered to grant “tree farm licences” (TFL) to a licensee who undertakes to manage an area of
Crown forest land, often in conjunction with forest land held by the licensee, to yield an annual crop on a sustained
yield basis (i.e. in perpetuity). The Government determines the allowable annual cut (AAC) on its forest lands.

Effective January 1, 1994 MB’s available AAC from accessible timberlands operated on a sustained yield basis
was 7.0 million cubic metres (January 1, 1993 — 7.3 million cubic metres).

On April 13, 1993 the Government announced that the harvest levels in Clayoquot Sound would be reduced.
MB is expected to absorb about two thirds of this reduction (200,000 cubic metres of AAC).

On December 31, 1993 the B.C. Chief Forester reduced the AAC for the tree farm licence that supplies MB’s
Port Alberni mills from 2.68 million cubic metres to 2.45 million cubic metres.

The sustainable cut, together with timber harvested from other MB tenures, is sufficient to provide, on average,
about 80% of the fibre requirement (logs and chips) for MB’s present production facilities in B.C.

Uncertainties surrounding timber tenure are discussed on page 38 of this report.

Countervailing duty on Canadian softwood lumber

On January 6, 1994 the U.S. Commerce Department acceded to the December 17, 1993 Canada-U.S. trade
panel decision that punitive tariffs (countervailing duty) on Canadian softwood exports to the U.S. would be
removed. On January 28, 1994 the panel also found that there was no substantial evidence to uphold a determination
of injury. The U.S. Department of Commerce may under the Free Trade Agreement launch an extraordinary
challenge. If there is no challenge, or, if on challenge the Canadian industry succeeds, MB would recover
approximately $15 million.

Building materials manufacturing operations

MB manufactures lumber, plywood, waferboard, particleboard and cement-fibre roofing materials at its mills.
It also has logs cut into lumber at rented facilities in B.C. In addition to handling MB produced products, the
wholesale building materials distribution business purchases significant amounts of lumber and building materials
for resale. For the years ended December 31, 1993, 1992 and 1991 lumber accounted for 39%, 37% and 35%
respectively of MB’s consolidated sales values to unaffiliated customers.

19



Building materials facilities

Annual
capacities at 1993
Mill Location year end 1993 production
i (MMfbm)
Lumber and lumber 7 Sawmills British Columbia 766 622
specialties 1 Sawmill Alabama 88 81
854 703
Custom-cut British Columbia 34
757
(MM sq.ft. %)
Panelboards 1 Plywood mill Alabama 152 143
1 Plywood mill Ontario 30 31
1 Waferboard mill Saskatchewan 191 192
1 Particleboard mill British Columbia 114 113
487 419

Lumber

The Company produces a wide range of specialty lumber products in its sawmills. This combined with lumber
purchased from other producers account for 58% of building materials segment sales. High value cedar products are
manufactured at the New Westminster, Canadian White Pine (Vancouver), and Somass (Port Alberni) mills and
are mainly directed to the U.S. market. The Company’s whitewood sawmills, Alberni Pacific, Chemainus, Powell
River and Island Phoenix (Nanaimo), direct their output to export markets. The Company’s Custom Processing
division further processes whitewood lumber from the Company’s mills to meet the specifications of customers
worldwide for uses such as European window frames and special Japanese decorative applications. The Alabama
mill produces dimension lumber for the U.S. market. In 1991 a sawmill at Nanaimo and a section of a sawmill at
Port Alberni were closed.

Panelboards

Standard plywood sold in the U.S. market is produced from pine logs at the Alabama mill. A hardwood
plywood plant at Nipigon, Ontario produces specialty products, and particleboard and specialty board are
manufactured in Vancouver. The Company manufactures Aspenite® at its waferboard mill at Hudson Bay,
Saskatchewan. In 1991 the Port Alberni plywood and the Sturgeon Falls hardboard siding mills were closed.

Cement-fibre roofing materials

In April, 1993 MB acquired an 81% interest in American Cemwood Corporation for $40.3 million. American
Cemwood Corporation with an annual capacity of 228,000 squares manufactures high quality cement-fibre roofing
materials which simulate the appearance of cedar shakes.

Engineered lumber

On October 1, 1991 MB formed TJM, a limited partnership, with TJ International, Inc. TIM produces and
markets a wide range of engineered lumber products. MB’s Parallam® PSL operations in B.C. and Georgia and
TimberStrand @ LSL plant in Minnesota were merged into TIM. In 1993 TJM reported significantly increased
sales (approximately US$440 million) with a large portion now being sold through MB’s U.S. and Canadian
building materials distribution centres.

Capital expenditures

Capital expenditures in the building materials segment in 1993 and 1992 amounted to $43.2 million and
$26.9 million respectively. 1991 capital expenditures were $76.3 million and included amounts spent on engineered
lumber plants transferred to TIM.

20



Building materials marketing

MB’s marketing activities for building materials extend into most major world markets through sales offices
and independent sales agents. In 1993 sales revenues were distributed 34% in Canada, 37% in the United States,
22% in Japan and the Orient and 7% elsewhere. The following table shows the distribution by volume and by market
of MB’s building materials sales in 1993, 1992 and 1991:

United Japan & Europe &

Canada States Orient Other Total
Lumber (MMfbm) ............. ... ... ..... 1993 486.8 829.5 336.7 116.8 1,769.8
1992 443.2 762.0 358.7 114.2 1,678.1
1991 395.9 786.5 292.5 146.8 1,621.7
Panelboards (MM sq.ft. %”) ................. 1993 656.2 389.1 51.7 37 1,100.7
1992 629.8 316.5 244 4.7 975.4
1991 478.4 282.3 20.4 9.3 790.4

MB operates 23 distribution centres in the United States and 23 in Canada. Overseas, MB has a lumber
distribution company in Japan, sales offices in Hong Kong and Australia, and in Europe, uses established
independent sales agents.

' The building materials markets in which MB sells are highly competitive with no dominant supplier.
Competition is on the basis of quality, price and service. Many of MB’s products also compete with substitutes of
various kinds. The Japanese market is the principal market for MB’s high value whitewood lumber products.

PULP AND PAPER SEGMENT

MB operates pulp and paper mills at three locations in B.C. — an integrated market pulp and newsprint mill at
Powell River, a newsprint mill at Port Alberni, and a market pulp mill at Harmac. These mills manufacture
newsprint and specialty groundwood printing papers and market kraft pulp. For the years ended December 31, 1993,
1992 and 1991 newsprint and specialty groundwood printing papers accounted for 17%, 18% and 23% respectively of
MB’s consolidated sales values to unaffiliated customers while for market pulp the percentages were 5%, 7% and 9%
respectively.

Pulp and paper facilities

Annual
capacities
at year end 1993
Division Location 1993 production
(k tonnes)
Market pulp Harmac Nanaimo, B.C. 370 252
Alberni Specialties Port Alberni, B.C. — (N 46
Powell River Powell River, B.C. 30 . _36
420 334
Newsprint and specialty Alberni Specialties Port Alberni, B.C. 328(2) 218
groundwood printing papers  Powell River Powell River, B.C. 465 (3 501
793 719

(1) The kraft pulp mill at Port Alberni with an annual productive capacity of 79,000 tonnes was closed permanently on November 15, 1993.

(2) Included is the No. 3 paper machine with annual capacity of 93,000 tonnes. This machine was shut at the end of 1992 and started up again
on January 25, 1994.

(3) The No. 6 paper machine at Powell River with an annual capacity of 82,000 tonnes was shut permanently on December 23, 1993 and is not
included.

Newsprint and specialty groundwood printing papers

The Company has six paper machines with an annual capacity of 793,000 tonnes. Powell River currently has
one machine manufacturing standard newsprint and two machines manufacturing specialty groundwood printing
papers (paper machine No. 7 was closed in 1992 and No. 6 on December 23, 1993). Alberni Specialties has three
machines capable of producing a wide range of lightweight groundwood printing papers and newsprint. Recycled
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fibre content in newsprint is required by some customers and by legislation or voluntary agreements in some U.S.
states. At Port Alberni equipment has been installed to allow the use of recycled pulp in its newsprint and telephone
directory paper, and Powell River also has the capability to use recycled pulp on a limited scale.

The Company manufactures many grades of newsprint and specialty groundwood printing papers. The
following table shows the percentage of MB production related to standard newsprint and telephone directory and
other specialty papers in 1993, 1992 and 1991:

193 1992 1991

Standatd NEWSHINE: sur suemmmes: sl son avids st Aba 5. o s s Sa g SoEE e o 62% 59% @ 56%
Telephone directory and other specialty papers ............cooviiiiiiiii.. 38 4] 44

100%  100%  100%

The Alberni Specialties mill is one of the largest producers of telephone directory paper in the world. Specialty
groundwood printing papers are typically used for publications such as Sunday magazines, newspaper advertising
inserts, flyers, computer printout forms and telephone and commercial directories.

Market pulp

The Company manufactures bleached, semi-bleached and unbleached softwood kraft pulp at Harmac and
semi-bleached and unbleached pulp at Powell River. Worldwide over-capacity for softwood pulp resulted in
production curtailments at the Harmac pulp division in 1993 and 1992.

Capital expenditures

Capital expenditures in the pulp and paper segment in 1993 amounted to $80.4 million, compared to
$163.8 million and $110.0 million in 1992 and 1991 respectively.

In recent years the major pulp and paper capital expenditures have been completed to reduce dioxins and to
install and expand secondary treatment of effluent. The aggregate cost of these and other projects related to them is
$267 million, with $112 million at Harmac, $56 million at Alberni Specialties and $99 million at Powell River.

At Port Alberni a wrap line and management production system was completed at the end of 1992 at a cost of
$20 million. In August, 1992 work commenced on a $33 million project to upgrade the No. 10 paper machine at
Powell River for the production of highly calendered, high bright specialty newsprint. The project was completed at
the end of 1993. '

On February 9, 1994 the Company announced a $200 million project to convert Port Alberni’s No. 5 paper
machine from standard newsprint to lightweight coated paper — the NEXGEN project. Engineering has started on
the project and the machine is expected to be operational by the end of 1995. It will have an annual capacity of
160,000 tonnes. The current No. 5 machine has an annual capacity of 145,000 tonnes.

The NEXGEN manufacturing process will produce a high quality coated paper through application of a clay
finish to a base sheet. The technology involved was adapted by MB’s research and development facility for the type
of wood fibre found in B.C. The machine will have a strategic geographic advantage as the only one of its kind in
western North America and is part of the Company’s strategy to upgrade to higher margin products.

Pulp and paper marketing

MB pulp and newsprint are shipped worldwide. Newsprint sales are mainly in North America (72% of 1993
shipments) while pulp sales are mainly to offshore markets (82% of 1993 shipments). In its largest newsprint
market, the western and central U.S., MB operates four sales offices. MB also has pulp and paper sales offices in
Tokyo, Hong Kong and Sydney and employs sales agents in other Pacific Rim markets. United Kingdom newsprint
and groundwood paper customers are serviced from a sales office in London. European pulp markets are serviced
from Brussels and U.S. pulp customers from Danbury, Connecticut. MB also markets paper products for other
companies.
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The following table shows the distribution by volume and by market of MB’s pulp and paper sales in 1993, 1992
and 1991:

United  Japan & U&K'
Canada States Orient Europe Other Total
(k tonnes)

Newsprint ... ... ... ... . ... ... 1993 110.2 556.6 140.9 36.1 85.6 9294
1992 83.6 507.9 128.7 339 68.8 822.9

1991 90.4 493.5 119.7 453 83.4 832.3

Market Eulg .......................... 1993 13.0 47.6 80.7 149.6 36.9 327.8
1992 10.7 60.3 77.8 167.6 39.2 355.6

1991 11.5 56.8 81.7 2323 28.7 411.0

There is no dominant producer of pulp and paper and competition is on the basis of quality, service and price.

During 1993 over-capacity and weak demand resulted in price deterioration in both pulp and newsprint.

CONTAINERBOARD AND PACKAGING SEGMENT

MB manufactures containerboard (linerboard and corrugating medium) at Pine Hill, Alabama, corrugating
medium at Sturgeon Falls, Ontario, and corrugated containers in the United States. In 1993 containerboard sold
outside the consolidated enterprise accounted for 7% of consolidated sales values and in 1992 and 1991 it was 8%
and 7% respectively. For the: years ended December 31, 1993, 1992 and 1991 corrugated containers accounted for
8%, 9% and 8% respectively of MB’s consolidated sales values to unaffiliated customers.

Containerboard and packaging facilities

Annual
capacities at 1993
Division Location year end 1993 production
(k tonnes)
Linerboard Pine Hill Pine Hill, Alabama 450 408
Corrugating medium Pine Hill Pine Hill, Alabama 233 214
Sturgeon Falls Sturgeon Falls, Ontario 7 _66
304 280
Corrugated containers including
sheet plants and SpaceKraft® 15 locations United States 373 326

The U.S. corrugated container group consists of plants in 10 states between New York and Texas. Seven are
full line corrugated plants and six are sheet plants or sheet feeder plants.
A corrugated container plant was closed in the spring of 1993,

Capital expenditures

Capital expenditures in the containerboard and packaging segment in 1993 amounted to $37.5 million
compared to $30.7 million and $43.0 million in 1992 and 1991 respectively.

During 1992 construction started on a US$15 million SpaceKraft® plant in Indiana and was completed in
November, 1993. SpaceKraft® is a bulk bin container concept developed by MB for large, heavy quantities of liquids
or solids. MB also has a smaller SpaceKraft® plant in Georgia.

In 1992 MB purchased sheet feeder facilities located in three states. Since then smaller sheet and sheet feeder
plants have been added in the U.S. South.
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Containerboard and packaging marketing

The following table shows the distribution by volume and by market of MB’s containerboard and packaging
sales in 1993, 1992 and 1991:

United Europe
Canada States & Other Total

(k tonnes)
CORIAIRPIDDANT = s wiaiss Siaa s sils, sl a e GSe SRR s VAo Shesh o/ aaTs 0l & 1993 107.4 369.0 95.5 571.9
1992 88.2 3339 122.1 544.2
1991 72.0 319.7 102.6 494.3
Corriigated CORIAINELS i-uis wreos wiva ssivs wiws wwints 7678 srahn azase wiaras 1993 2 313.0 2 3134
1992 3 323.7 — 3240
1991 | 247.2 — 247.3

Approximately 60% of the linerboard and corrugating medium sold or traded by the Pine Hill, Alabama mill is
utilized by MB’s packaging operations in the United States. The Alabama mill also sells containerboard to affiliated
corrugated container plants in Canada. Virtually all the corrugating medium sold by Sturgeon Falls, Ontario is used
by affiliated Canadian corrugated container plants. The manufacture and marketing of corrugated containers is a
specialized regional business and is highly competitive. There is no dominant producer of either containerboard or
corrugated containers and competition is on the basis of quality, price and service. There is no material backlog of
sales orders.

OTHER SEGMENT

This segment of MB’s business consists mainly of its transportation operations that are not related to the
movement of MB forest products.

Transportation

MB controls, through long term charters, a fleet of vessels capable of transporting to market approximately one
half of MB’s forest products volume shipped by water. MB currently has five vessels, totaling approximately 200,000
deadweight tonnes, under charter for initial periods in excess of one year. In 1993 three of the vessels previously
under long term charter to MB were sold to Transmacan Limited, a joint venture formed to own and operate these
ships. MB owns 50% of Transmacan Limited and has chartered these three vessels from the joint venture.

To meet other freighting requirements, MB contracts with Canadian and U.S. railroads and trucking firms for
varying periods. MB also operates a fleet of tugs, barges and log carriers which are used primarily between logging
divisions and mill storage grounds in B.C.

FOREIGN EXCHANGE

A significant portion of MB’s export sales are denominated in United States dollars or Japanese yen. Any
change in the Canadian dollar against the U.S. dollar or Japanese yen affects the Canadian dollar amounts realized.
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INVESTMENTS IN AFFILIATES

As at December 31, 1993 investments in affiliates accounted for by the equity method were carried in the
financial statements at a value of $643.3 million. During 1993 MB sold its investment in U.K. Corrugated and
Island Paper Mills.

NV Koninklijke KNP BT

As at December 31, 1993 MB held 17,028,091 shares of N.V. Koninklijke KNP BT (KNP BT) representing
17.1% equity interest. In 1993 MB invested $62.9 million in a KNP BT rights share offering.

KNP BT, a large public company in The Netherlands, is a major producer of graphic paper and packaging
products. It also has a significant presence, particularly in the EEC, in the trading and distribution of office
products, graphic paper, graphic systems and information systems.

KNP BT employs approximately 28,000 people and operates in 30 countries. Its annual sales are approximately
11.9 billion Dutch guilders and its total assets are approximately 8.5 billion Dutch guilders.

Trus Joist MacMillan

Trus Joist MacMillan, a Limited Partnership (TJM) is the result of an October 1, 1991 joint venture between
51% owner and managing partner TJ International, Inc. (TJI) of Boise, Idaho and 49% owner MB. The partnership
is the largest engineered lumber entity in the world with 14 manufacturing plants across North America and an
extensive marketing network. Annual sales are approximately US$440 million.

TJM manufactures and markets high quality engineered structural lumber products. Its main products are
MICRO=LAM® laminated veneer lumber, Parallam® parallel strand lumber, and TimberStrand® (formerly
PSL 300®) laminated strand lumber. These products are made into floor joists, roof rafters, headers, beams,
columns, posts, door components and structural rim boards. In addition to these residential building products, TIM
also manufactures open web trusses for light commercial construction.

During the initial years of the partnership MB was allocated the major share of start up losses in Parallam®PSL
and TimberStrand @ LSL while receiving a small interest in the positive results from other products. Commencing
in 1994 MB’s share of profits will be 49%.

MacMillan Bathurst

The Company has a 50% partnership interest in MacMillan Bathurst, a corrugated container manufacturer
operating 13 corrugated container plants in Canada with an annual productive capacity of 425,000 tonnes of
corrugated containers.

RESEARCH AND DEVELOPMENT

1993 1% 1991
($ millions)
Gross expenditures . ... ...ttt 17.4 19.8 17.7
e85 BOVEIMMENTEETANS.cv  svoms s s wncs sy e Svsi s50n S0 Buts S5 R I8 Soalh b oras 525 9 3.0 24
Less:investment 1a% Credith .. vo: v s o v wun 2oss s S5 i BE05 B85 5555 aaun fun 3.2 2.8 33
Less: recovered from Trus Joist MacMillan .................... ..., s . 36 .8
INBL: oo e v 5 300 S0 3 W SR AR S0 B0 UM ki munsech s At boNoy Kosic, KSaE BN - pERS S 118 104 11

MB employs approximately 100 professional, technical and support staff located at its Research and
Development Centre in Burnaby, B.C.
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HUMAN RESOURCES

At December 31, 1993 MB employed approximately 9,500 people in Canada and 3,400 in the United States
(1992 — 9,800 and 3,300).

In B.C. MB employs 3,800 people who are represented by the IWA-Canada. Their agreement was ratified in
April, 1992, and will expire June 15, 1994. 2,800 people who work in the Company’s three pulp and paper operations
are represented by either the Communications, Energy & Paperworkers Union of Canada (formerly the Canadian
Paperworkers Union) or the Pulp, Paper and Woodworkers of Canada. Both pulp and paper agreements were
ratified in July, 1992 and will expire April 30, 1994.

B.C. pulp and paper producers, including the Company, which have historically bargained on an industry-wide
basis, have informed the pulp and paper unions that they intend to bargain with the unions on an individual mill
basis. The unions have indicated opposition to this change.

In Alabama MB employs 700 people who are represented by the United Paperworkers International Union.
The contract expires October 4, 1996.

ENVIRONMENT

In common with other companies in the forest products industry, the operations of MB are subject to various
environmental protection laws and regulations. MB believes that all of its operations generally conform with the
various legislated requirements. To ensure this, MB continuously monitors emissions and has established an
Environmental Committee of the Board. Accompanying this year’s Annual Statutory Report is MB’s first Annual
Environmental Report which discloses its compliance with the numerous regulations.

In 1993 MB spent approximately $40 million on environmental capital projects (1992 — $146 million).

For a discussion of environmental issues see page 38 of this report,

Site clean-up

In New Westminster, B.C. MB owns 26 hectares of vacant property that was formerly a mill site. In late 1990
MB succeeded in rezoning this property for residential purposes. MB will spend approximately $5 million to
excavate, and transport to approved landfills, contaminated materials from this property.

The Company has contracts for and intends to spend approximately $3 million to remove and destroy PCB’s
from various B.C. locations and estimates $2.0 million to stop seepage from a land fill site.

Energy

A significant portion of MB’s energy requirements are self-generated. The balance is purchased and in the
opinion of MB there is no threat that suitable sources would not be available in the future.

Recycling

The Pine Hill, Alabama mill can recycle an average of 605 tons per day of used corrugated containers. This
constitutes about 25% of production requirements.

The Company’s B.C. mills purchase 60,000 tonnes a year of de-inked pulp from a newspaper recycling plant.
California, the largest single market for MB newsprint, has legislation requiring that 25% of their newsprint contain
40% recycled fibre.

The Sturgeon Falls, Ontario corrugating medium mill now uses old corrugated containers to completely meet
its fibre requirement. The $13 million project was completed in mid-1993.
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SUMMARY OF FINANCIAL INFORMATION

DIVIDENDS
During the two years ended December 31, 1993 the Company declared the following dividends:
1993 1992
($ millions)

Class B preferred shares
SCHET s s1en 531808 557 VR 555 Bt 5 Hed Sabibek wanse ammse srmens et 508 — 7
SBHER B < 655 055 Snimn bimim somimn momim sumimn winen o R ks acs winis 08 1.9 24
Series O . . — 4.6
Series 10. .o o 2.6 39
I L O 69.9 67.1

Common share dividends declared in 1992 through September 15, 1992 were payable in either cash or common
stock at the shareholder’s option. Subsequently, common share dividends have been paid in cash.

At its meeting on February 9, 1994 the Board of Directors declared a dividend of $.15 per common share
payable on March 15, 1994 to shareholders of record on February 22, 1994. The Board of Directors also declared the
stated dividends on the preferred shares.

The Company has a dividend reinvestment plan. For more information on the plan contact the Corporate
Secretary at (604) 661-8302 or FAX (604) 687-2314.

The terms of issue of the Company’s preferred shares prohibit the declaration or payment of any dividends,
other than stock dividends in common shares, unless all accrued dividends on such preferred shares have been paid
or set apart for payment.

Dividends paid to United States shareholders are subject to a 15% Canadian non-resident withholding tax.
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FIVE YEAR FINANCIAL DATA

COITeNtAB88T8. oo o ity wbiie vene bl RARIEAAA ok vt 08
Current operating liabilities

Operating working €apral . «covvan v avn v e vho
Property, plant and equipment.............. ...t
Investmiernits and Other assets . o cunnsos sovw sun ohis

Net assets employed ... cos swins s voes s gines v o

Total ASBEISL oo 4 o taves Vg RRIER G0E SIRCHE I 5w s s

Short term interest-bearing debt . ...................
Current portion of long termdebt ...................
Long term debt

Interest-bearing debt (excluding convertible
subordinated debentures) ........c.oiiiiviaiinne.
Other long term liabilities. ... . v oo coiwiv v von svi s
Convertible subordinated debentures.................
Redeemable term preferred shares ..................
Other redeemable preferred shares ..................
ComMON BUUILY .on v nivs sosri sinmm sisssin o sgmammesines siomidhes
Deferred income taxes

Total invested capital

Total long term debt, convertible subordinated
debentures and redeemable preferred shares

Interest-bearing debt as a percentage of capital
IVESTEA®® con on s Gume O MR e SATEE A BN o

Funds generated by operations . . ....................
Depreciation, depletion and amortization .............
Capital eXPERAIIIIeS ccon s szen aovean e Foi srvm vwessass
INETEStPEIE 1o v s mm womis oA w0 Brs VS siv ek v
Preferred share dividends:paid ... ..ovvvas sevavin sesh o
Common share dividends paid incash ...............

* Certain prior year figures have been restated to conform with the 1993 presentation.
**Interest-bearing debt excludes convertible subordinated debentures and includes redeemable term preferred shares.

1993 1992* 1991* 1990* 1989*
($ millions)
1,465.9 1,193.0 1,165.2 999.7 986.2
418.0 358.7 351.6 344.6 367.2
1,047.9 834.3 813.6 655.1 6159.0
2,020.6 2,034.6 1,943.3 2,065.8 1,869.6
717.7 672.0 713.9 516.8 421.2
3,786.2 3,540.9 3,470.8 3,237.7 2,909.8
4,204.2 3,899.6 3,822.4 3,582.3 3,271.0
83.8 87.5 140.1 48.5 79.0
109.2 14.6 8.5 30.7 18.8
1,490.3 1,512.7 1,231.1 1,032.9 658.5
1,683.3 1,614.8 13791 1,112.1 756.3
75.9 75.6 67.3 59.0 50.4
149.9 149.9 149.9 150.0 150.0
— — 13.8 15.4 17.0
75.7 96.2 98.1 104.1 106.5
1,554.2 1,352.4 1,487.7 1,477.4 1,509.1
247.2 252.0 274.3 319.7 320.5
3,786.2 3,540.9 3,470.8 3,237.7 2,909.8
1,715.9 1,758.8 1,492.9 1,302.4 932.0
44% 46% 40% 35% 27%

198.9 88.2 63.3 255.0 522.5
191.6 170.4 156.6 156.5 130.4
165.7 227.0 241.1 366.5 518.4
145.2 122.5 111.4 77.0 511
4.8 11.8 14.1 15.5 15.6
69.9 50.0 384 82.1 82.1

For a summary of U.S. and Canadian dollar exchange rates see page 30 of this report.
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SELECTED QUARTERLY FINANCIAL DATA

Sales of products and services.........

Costs and expenses:
Materials, labour and other
operating expenses ..............
Depreciation, depletion and
amortization
Selling, general and administrative . . .

Operating earnings (loss)
Other income (expense)
Interest expense

Earnings (loss) before income taxes ...
Income tax (recovery) expense

Earnings (loss) before undernoted item
Equity in earnings of affiliates

Net earnings (loss)
Provision for dividends on preferred
shares............... ... ... ...,

Net earnings (loss) attributable to
common shareholders..............

Earnings (loss) per common share
(dollars):
DASIC!: « st it 500d 25058 summmre wsie suninse o
fully diluted . .....................

Price range of common shares on
Toronto Stock Exchange (dollars):
high ...
JOW o o o wvams wommes suams whesers wavs e

Cash dividends per common share
(doMars )y ss siios 6% 105 665 smpeis oun

*Restated

1992 1993
Quarters Quarters
I 11 11 v I 11 111 v
($ millions)
7185 7755 7558 789.5 888.2* 1,012.6* 922.4* 9388
617.2 669.0 636.8 660.5 731.2* 841.3* 8154* 802.3
41.9 42.6 40.4 45.5 44 4 50.0 47.1 50.1
50.3 53:1 54.8 60.4 56.2 60.6 63.4 61.7
7094 7647 7320 766.4 831.8* 951.9% 9259* 914.]
9.1 10.8 23.8 23.1 56.4 60.7 (3.5) 24.7
1.0 4.8 (1:7) 5.0 383 53 7.6 17.0
(34.6) (344) (353) (32.3) (36.2) (35.6) (38.0) (37.1)
(24.5) (18.8) (13.2) (4.2) 58.5 304 (33.9) 4.6
(9.2) (8.9) (5.2) (3.4) 6.5 9.6 (14.1) (2.4)
(15.3) (9.9) (8.0) (.8) 52.0 20.8 (19.8) 7.0
4.3 2.8 (6.2) (15.7) (5.7) 17 ((9) (1.9
(11.0) (7.1) (142) (16.5) 46.3 22.5 (20.7) 5.1
(2.1) (2.3) (2.1) (2.4) (1.5) (1.1) (1.0) (1.0)
(13.1) (94) (16.3) (18.9) 44 8 214 (21.7) 4.1
(.12) (.08) (.15) (z17) 40 19 (.19) .03
(.12) (.08) (:15) (.17) 38 .19 (.19) .03
21Y% 19% 183% 17% 20% 23% 23% 224
177% 17 16% 15% 16Ys 187 20V 193
A5 15 A5 A 15 15 5 ks 15

Common share dividends declared in 1992 through September 15, 1992 were payable in either cash or common
stock at the shareholder’s option. Subsequently, common share dividends have been paid in cash.
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FIVE YEAR EARNINGS DATA

1993 1992 1991 1990 1989
($ millions)

SALEE 5 5.oah e o s 05, sk SR, SA5 TVEE Hel TRl e 3,762.0 3,039.3 2,726.2 3,003.2 32737
Contributions to earnings (loss):

Biilding matefialg e cani iz vies ssuees oad see N 333.0 156.2 (41.7) (31.6) 66.8

PUlPANG DADEL...+ s cimnd Sie Faits 4 Ls win B v (126.2) (76.6) (11.4) 137.6 2473

Containerboard and packaging.................... (21.5) (2.9) (16.0) 447 113.6

Eliminations and unallocated items................ (47.0) (9.9) (48.4) (59.4) (62.6)
Operating earnings (1088) ... ccuiu vovie soarn o« viiia o0 o winih v 138.3 66.8 (117.5) 91.3 365.1
Other INCOME (EXPENSE) . wai 'y s sisie mes srad seg sot : 68.2 9.1 (11.7) (13.0) 11.5
TNtETESt EXDEISE : soois viariir e sierey wials siEess wiwls us's ok & (146.9) (136.6) (109.7) (81.0) (53.6)
Earnings (loss) before income taxes................. 59.6 (60.7) (238.9) (2.7) 323.0
Income tax (recovery) €Xpemnse ..................... (.4) (26.7) (107.8) (11.9) 123.5
Equity in earnings (losses) of affiliates............... (6.8) (14.8) 37.7 41.6 47.2
Net earnings (loss) ..., 53.2 (48.8) (93.4) 50.8 246.7
Less: Provision for preferred dividends ............... 4.6 8.9 11.2 13:1 13.2
Net earnings (loss) attributable to common

shareholders s sum s i oo 2amh mem e o b safeas 48.6 {577} (104.6) 37.7 233.5
Net earnings (loss) per common share (dollars):

BASICT « sy s wsee s iagets s leds's TS WS M e .42 (.52) (.98) 37 2.27

Tullyidilited: =5 o s vam v o smms oo ks o o4 42 (.52) (.98) .37 2.21
Cash dividends on common shares .................. .60 .60 .60 .80 .80

Certain prior year figures have been restated to conform with the 1993 presentation.

Financial information is expressed in Canadian dollars. Canadian/U.S. dollar exchange rates as reported by the Bank of Canada were as follows:

One Canadian dollar buys

High Low Average Year end
|1 S SR Ppin, S| SO || S US$.8050 US$.7435 US$.7753 US$.7553
P99 ccion v smiminsnmeine e SRS TR T 8 B R .8760 7760 8276 1867
L It R N N - SR 0, e .§934 8573 8728 .8654
1.1 SRS SR USSR CHRRRY - Lo SN, Sty DO 8859 8275 8570 8621
1989 e s o S et mas .8652 8254 8445 8632

SELECTED PRODUCT PRICES

The following table sets forth, for the years indicated, annual average “bench mark”™ prices or representative
prices in U.S. dollars for some of MB’s principal products in major markets:

1993 1992 1991 1990 1989
Hemlock lumber export to Japan per Mfbm (1) ................. $821 $602 $543 $549 $606
Western Red Cedar lumber export to U.S. per Mfbm (2) ......... 414 444 329 295 284
Bleached softwood kraft pulp per tonne (3) ..................... 425 550 580 797 833
Newspiint peritofine (4): ».: soe b 2o o v oo Lo wols v o s 435 433 534 558 555
Groundwood paper Per toNNe (5) ... ...vvveeenununrreeaannnnnns 756 791 811 839 860
Linerboard per tonne (6) . .........uuiiineiunmneeiannnens 325 377 371 408 452

(1) 3%.s" square as reported per Random Lengths Year Book (cost and freight).

(2) 2”7 X 4” dimension as delivered by U.S. Rail as reported by Random Lengths Year Book (prices net f.o.b. mill).
(3) Average prices delivered in northern Europe as estimated by Resource Information Systems Inc.(“RISI”).

(4) Average contract transaction price delivered in western U.S. as estimated by RISI.

(5) Average transaction price for 22.5 Ib. white directory paper as estimated by RISI.

(6) Average transaction price for 42 Ib. unbleached kraftliner delivered in the eastern U.S. as estimated by RISI.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

To assist the reader in this discussion, reference is made to five year earnings data and selected product prices
on the previous page of this report.

COMPARISON OF 1993 EARNINGS AND 1992 LOSS

In 1993 MB recorded net earnings of $53.2 million, or $.42 per common share, an improvement of
$102.0 million from 1992’s net loss of $48.8 million, or $.52 per common share in 1992. This improvement is mainly
due to a $71.5 million increase in operating earnings and a $39.0 million non-taxable gain on the disposal of MB’s
investment in U.K. Corrugated included in other income.

The improvement in operating earnings of $71.5 million is due to higher prices for building materials and the
weaker Canadian dollar against the U.S. dollar and Japanese yen. It is estimated that MB’s before tax earnings were
enhanced by approximately $65 million due to the lower Canadian dollar. These improvements were partially offset
by significantly lower pulp prices, marginally lower containerboard prices, higher production costs for most major
products (except containerboard) and a $23.3 million increase in selling, general and administrative expenses
relating to increased salaries and benefits.

MB has closed and announced the closure of certain facilities and provided for the write-off of other facilities
that were not competitive. Provisions for these costs were $7.2 million in 1993 as compared with $18.2 million in
1992.

Interest costs increased $10.3 million in 1993 over 1992 due to increased borrowings of $68.5 million and the
effect of the lower Canadian dollar on foreign-denominated interest costs.

Equity in losses of affiliates decreased $8.0 million year over year. Due to continuing depressed European
markets, KNP BT’s results were adversely affected. This was partially offset by a significant improvement in the
results of TIM. TJM is benefiting from a growing market for engineered lumber products in residential
construction.
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In 1993 sales of products and services amounted to $3,762.0 million, an increase of $722.7 million from the
$3,039.3 million reported in 1992. The increase is mainly due to stronger building materials markets and a weaker
Canadian dollar. The following table provides an analysis of the change in key product sales from 1992 to 1993:

ﬁh:;g: Change attributable to:
Product 1992 to 1993 Volume Price Other
(1) (2)
($ millions)
Building materials:
Lsumber w5 adin idTonso et Ssesvon St aini R s v dhiise 311.6 30.1 281.5
Paticlboards and other “ius cvintieoh s wrmsamlie s «asi s 3210 54.4 48.5 218.1 (3)

632.6 84.5 3300 2181

Pulp and paper:
Groundwood paper —

Standard newsprint ... ...... ... i 66.9 42.6 24.3
Specialties . ... .cviinaiin e dee b s 21.7 15.2 6.5
| 151 [ RS e B ol SR el B S i (43.4) (15.2) (28.2)
OLNEE covoi g sramos wans s stimasy s Gases, i s ds Mas, iere i (3.4) (3.4)
41.8 42.6 2.6 (3.4)
Containerboard and packaging:
Containerboaid s i .o iy o faiids: i el Bas e o 5.8 11.6 (5.8)
Corrugated containers. ...........c..uvrirerrininnnnnnnn. ]| (8.9) 9.0
CRBEL ... oovs Wrusore B ot rossbonmords ensetm somis. ayseonis) dontPlnagereioce ot 3.7 37
9.6 2.7 3.2 3.7
Aransportation SEIVICER:: e suipais st war il T i 30.7 30.7
Miscellan€ous ANCOME i« woisv wo 5 b vim sai wos + pavhies o0 o 8.0 8.0
LGtAl. s on womr e om D0 V50 TSR 5 Honea i Heoin Soribofenssn igenane sus 722.7 129.8 335.8 257.1

(1) Change in sales by product excludes freight (sales reported in segment information and financial statements include freight).
(2) Includes the effect of foreign currency exchange rate changes estimated to be in excess of $160 million.
(3) Includes 1993 domestic log sales which in 1992 were recorded as a reduction of log purchases. 1992 has not been restated.

Building materials

The building materials segment reported a $333.0 million contribution to earnings in 1993, an improvement of
$176.8 million over the $156.2 million contributed in 1992. Sales increased $663.6 million or 36% from
$1,841.0 million in 1992 to $2,504.6 million in 1993. MB’s continued strategy has been to move away from
manufacturing commodity lumber products and to focus on the manufacture and distribution of higher margin
products.

32



The following table shows sales and production of building materials products and the percentage of capacity
utilization in each of the years 1993, 1992 and 1991:

Sales Production
Value Operating
($ millions) Volume Volume rate

1993
Lumber (MMfbm) ...... ... i 1,452.6 1,770 703 82%
Panclboards: (MM 8Q.65 387) 5 oo om v oms s 5w s i se 335.2 1,101 479 101%
OLHEE. e v oo s onias nuy i o oFih V0 B S8 265 POUEE Sas ST B 8 716.8

2,504.6
1992
Lumber (MMfbm) ........ ... 1,134.7 1,678 718 83%
Panelboards (MM sq.ft. 3%") ... ... ... .. .. ... 256.1 975 405 88%
L8 11, R U ORI SRR 450.2*

1,841.0
1991
Lamiber (MMIDI): o s waws aws smpmg sises wame g s aget. e v 947.8 1,622 702 75%
Panielboards (MM sqft; 38%) : co v v viws sas s s s wwws 178.6 790 323 62%
OMNEE cias som im0 Bans 50§ G0 el S0 SRS D050 Ba TR s s 395.7*

1,522.1
*Restated

In 1993 housing starts in the U.S. increased 7% to 1.28 million while starts in Japan recorded a modest increase
to 1.49 million. U.S. and Japanese lumber consumption also remained somewhat constant. Despite this, wood
product prices in the U.S. reached record levels in the spring of 1993. This significant spike in prices was attributed
to a perceived shortage of supply. This perception relates to concerns over the continued reductions in timber supply,
notably in the U.S. Northwest. The U.S. Northwest traditionally supplied the U.S. market with 35 to 40% of its
timber supply, and indications are that the Northwest’s share will substantially decline in the future.

Lumber

In 1993 prices for MB’s lumber products were higher than in 1992. MB’s whitewood lumber prices increased
throughout 1992 while prices for the Western Red Cedar products, which are principally sold in the U.S., reached
their 1992 peak in the spring. By late 1992 concerns about available timber for harvest in the U.S. resulted in price
increases with almost all species and grades reaching record highs in March, 1993. In mid-1993 prices decreased as
European economies remained depressed and oversupply to Japan weakened prices in that market. The last half of
1993 saw prices strengthen as the U.S. economy improved, particularly for high valued species and grades. Offshore
markets are stable for MB’s product lines.

MB’s total lumber sales increased $317.9 million or 28% and 5% based on a volume increase of 92 MMfbm.
Sales of purchased lumber increased $180.9 million on increased volume of 131 MMfbm. Sales volumes on MB
produced lumber decreased 39 MMfbm or 5% while sales revenue increased $137.0 million or 20%. MB produced
lumber in 1993 accounted for 43% of total lumber sales volume compared to 48% in 1992.-MB’s sawmills in total
ran at 82% of capacity in 1993 compared with 83% in 1992 producing 703 MMfbm of lumber in 1993, down
15 MMfbm from 718 in 1992. In addition, 54 MMfbm was produced at rented facilities, a decrease of 21 MMfbm
from 1992.

Panelboards and other

Panelboard markets were stronger in 1993, reflecting increased demand. MB’s panelboard mills operated at full
capacity in 1993, up from 88% in 1992.

Other building materials sales increased $266.6 million in 1993 versus 1992. MB’s distribution centres
increased sales of engineered wood products and other building materials products. New products became available
through distribution partnerships during the latter part of 1993. 1993 sales include fire-resistant cement-fibre roofing
materials manufactured by American Cemwood, a subsidiary acquired in 1993.
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Pulp and paper

MB’s pulp and paper segment reported a loss of $126.2 million, an increase of $49.6 when compared to the
$76.6 million loss in 1992. Sales increased by $57.9 million from $819.1 million in 1992 to $877.0 million in 1993.
Pulp as well as paper markets were depressed during the year due to an imbalance in supply and demand. Pulp
markets were particularly poor with prices falling to very low levels.

The following table shows sales and production of pulp and paper products and the percentage of capacity
utilization in each of the years 1993, 1992 and 1991:

Sales Production
Value Volume Volume  Operating
(3 millions) k tonnes k tonnes rate
1993
Newspnnt — standard ... oo oo vons oo aesivad ok S0 ams 5 395.5 646 447
— SPECIalty PADRTS:: sai cor v oo oo v 50® 5 s 45103 a0 246.9 283 272
Total groundwood paper............cvirriiiiiiinneeeinnn.. 642.4 929 719 92%
Market pulp .. oo e e 179.0 328 334 71%
ORCE vviv i s iils vuse o sowne stwins siace 5% 4's sonis aiaiuis woase ¥oodaie viace sieinia s 55.6
877.0
1992
Newsprint:= standard ... v v vinn s wwes owd cdan i e s 320.8 559 382
— Specialty PAPEIS:! co: vvnn wa svby oob nldes son aamraes 2239 264 266
Total groundwood: PapErcss wn waiy s seis oy wae s s Ve s B 544.7 823 648 72%
Matket PUlp: bovs sons tas owieied 2o, f s Him st 558 Fast it it 2234 356 367 74%
OLNET . . 2o einioie sie o eiis sumimin sorer sinmis snie simimen s2als sidhim oiam ancbis siste _31.0
819.1
1991
Newsprint —standard ........ ... ... i 357.4 525 397
— specialty papers . ......... oo e 270.8 307 307
Total: groundWood PaPer.. « iue wwmvas s v e seise s 628.2 832 704 2%
Matket Pulpt coe: colen weon o o smen s i as shew g das ¥ o 255:2 411 381 76%
EIhEL T son o wom wvs BEm wome Sihes pa oo aar haes aw e san 45.3
928.7
Paper

U.S. newsprint consumption increased almost 1% in 1993 following an increase of 2% in 1992, The imbalance
between capacity and demand was reduced by further withdrawals of capacity in 1993 through machine closures or
conversions to other grades. The Company’s groundwood paper capacity utilization improved from 72% in 1992 to
92% in 1993. Production increased 71,000 tonnes from 648,000 tonnes in 1992 to 719,000 tonnes in 1993, mainly
reflecting the five week strike in 1992.

Standard newsprint and specialty paper production increased 65,000 and 6,000 tonnes respectively while total
paper sales increased 106,000 tonnes to 929,000 tonnes. MB is committed by agreement to sell most of the
production of Alberta Newsprint Company (ANC), a standard newsprint mill at Whitecourt, Alberta. In 1993 MB
sold 181,000 tonnes of standard newsprint from ANC, down from 190,000 tonnes in 1992. ANC sales are mainly in
the U.S. Midwest.

In 1992 and 1993 excess supply forced transaction prices of standard newsprint substantially lower. Transaction
prices fell throughout 1992 and bottomed out late in the year. Prices increased modestly at the beginning of 1993
but came under pressure towards the end of the vear.

Transaction prices for telephone directory papers in the Canadian and U.S. markets did not decline as much in
1993 as those of standard newsprint. Other specialty groundwood printing paper transaction prices paralleled those
of standard newsprint.
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Market pulp

MB’s pulp shipments decreased 28,000 tonnes in 1993 compared with 1992. Sales to Europe in 1993 were
18,000 tonnes lower than 1992 reflecting the recession in Europe and increased price competition as a result of the
devaluations of Nordic currencies. Markets for Canadian northern bleached softwood kraft pulp continue to be
influenced by fibre from lower cost U.S. South and Latin American producers. Canadian mills took market
downtime in 1992 and 1993 and during mid-1992 the B.C. pulp mills were on strike for approximately five weeks.
MB’s market pulp production was at 71% of capacity in 1993 compared with 74% in 1992.

At the beginning of 1992 pulp prices in western Europe, MB’s major market, were below US$500 per tonne. In
the first half of 1992 there were several price increases which were influenced by the threat of a labour disruption in
B.C. and during the strike in the summer months prices reached US$600 per tonne. Following the strike oversupply
pressures brought the price down to US$520 at the end of 1992 and by mid-1993 the price had fallen further to
US$450. By late 1993 the price dipped below US$400. Poor economic conditions in Europe and Japan resulted in
depressed markets for paper and consequently lower demand for pulp.

In late 1993 the Company closed the Port Alberni kraft pulp mill.

Containerboard and packaging

MB’s containerboard and packaging segment reported a $21.5 million loss in 1993 compared to a $2.9 million
loss in 1992. Sales increased $17.6 million in 1993.

The following table shows sales and production of containerboard and packaging products and the percentage
of capacity utilization in each of the years 1993, 1992 and 1991:

Sales (outside MB) Production
Value Volume Volume Operating
($ millions)  k tonnes k tonnes rate
1993
Linerboard . . ... .. . 141.4 318 408 91%
Corrugating medium . ... ... ... ... e 103.9 254 280 94%
Total contanerboard . s vsmm sy poen sam samms sve Soo S S 2453 572 688 92%
Corrugated Containers oo vy swus von @55 s vk wes 9vms 55 265 1 6 284.3 313 326 88%
OEHEE e o 5 s s v o oa0es s @ 0% B SR VA% Bl S0 e 2.3
531.9
1992
LANBIBOATT 5 2 o0 5550 5 450s viein s ons simin w mimn sieis sismmin sumis simmais simin mivie o 137.1 298 393 87%
Corrugating medium . ........... .ot 98.6 246 297 98%
Total containerboard. . ....... ... .. . ... ... 235.7 544 690 92%
Corrugated containers. .. .........ouiiiiiiunneeeiiniia. .. 273.6 324 330 90%
Other ... R 5.0
514.3
1991
Linerboard ... ... 117.3 265 330 80%
Corrugating mediuny. . s cou v oo van vaws BT R S SR s RN 5 82.8 229 278 91%
Lotal contnetboand . co: v cun susm vee voEn T S A% SRS b 200.1 494 608 85%
Corrugated COMAINETS . v ivn s ovs wih 54758 7505 §8805 £ mien » sume soens 0 s 204.2 247 252 83%
CMBET 55 s, 2008 3550 600950 T51K 5 5000 fums sympmpe misss asusns, axess sasis o ogois sgese Hod 1.7
6.0
Containerboard

MB’s linerboard and corrugating medium transaction prices in U.S. dollars were lower in 1993 than 1992 as
industry containerboard inventories remained high. On October 1, 1993 producers announced a US$25 per ton
increase. The market has accepted this increase.
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The Alabama linerboard mill operated at 91% of capacity in 1993 compared with 87% in 1992. In 1993 the
Alabama corrugating medium mill operated at 92% of capacity compared with 96% in 1992. In both years Sturgeon
Falls operated at full capacity, selling virtually all of its production to MacMillan Bathurst, an affiliated corrugated
container manufacturer.

Packaging

Profit margins decreased in 1993 for the corrugated container segment of the business. Lower board costs were
more than offset by lower customer sales prices. The operating rate for corrugated containers declined to 88% in
1993 from 90% in 1992.

EARNINGS SENSITIVITIES

MB’s earnings are sensitive to fluctuations in prices for its products and in currency exchange rates. Based on
production in 1993 and annual productive capacity at December 31, 1993, the changes below affect after tax
earnings approximately as follows:

Approximate annual
effect on net earnings

($ millions)
at 1993 at full
production capacity
Price sensitivity —

Lumber — $10 change per Mfbm (excludes custom-cut) .................... 4 5
Newsprint and specialty papers — $10 change pertonne ..................... 4 5
Containerboard — $10 change pertonne ..............couviieiinininneennn. - 5
Pulp — $10 change per tonne ...........ueeureiniieriiireerieerinneens 2 3

At current sales levels

Exchange sensitivity —
Canadian dollar/U.S. dollar — change of Cdn$.01............ccvviiiiiinnnnnn
Canadian dollar/Japanese yen — change of one Japanese yen .................. 2

wn

COMPARISON OF 1992 AND 1991 LOSS

In 1992 MB recorded a net loss of $48.8 million compared to 1991’s record net loss of $93.4 million. On a per
common share basis, the net loss decreased from $.98 per common share in 1991 to a net loss of $.52 per common
share in 1992.

The major items contributing to the improvement were a $184.3 million improvement in operating results
partially offset by a $26.9 million increase in interest expense due to increased borrowings and a $52.5 million
decrease in equity earnings of affiliates because of a significant decline in KNP profits.

The $184.3 million favourable change in operating results was mainly attributable to strong lumber prices
during the last half of 1992 and the decline in the Canadian dollar against the U.S. dollar and Japanese yen. Other
contributing factors were improved operating efficiencies and the closure of several unprofitable operations.
Provisions for closures were $21.9 million lower in 1992.

MB’s building materials segment results improved $197.9 million contributing $156.2 million to earnings in
1992. This improvement reflected the strong lumber prices due to an improving U.S. economy, better U.S. housing
starts and U.S. Pacific Northwest timber supply constraints.

The pulp and paper segment loss increased by $65.2 million to a loss of $76.6 million due to the 1992 imbalance
between supply and demand which caused unfavourable product prices.

The containerboard and packaging segment results improved $13.1 million to a loss of $2.9 million due to
higher sales volumes and lower conversion costs.
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LIQUIDITY AND CAPITAL RESOURCES

MB accesses a wide variety of financing sources including both public and private markets. MB’s debt leverage
objective is to maintain a ratio which together with other key criteria will enable it to maintain investment grade
ratings in its primary capital markets.

At December 31, 1993 interest-bearing debt as a ratio to invested capital was 44% compared to 46% at the end
of 1992. MB’s cash and short term investments at December 31, 1993 were $260.5 million representing 6.8% of
invested capital (1992 — $142.7 million or 4.0%).

As at December 31, 1993 MB’s available borrowing capacity was as follows:

Available Utilized

($ millions)
Short term lines of credit .. .. ... . .. $370.5 $83.8
Long term lines of eTedifio: s v mome soms 595 260 505,58 500 5 fies sies busmtns suere sinias sroi » 575.0 —
$945.5 $83.8

Financing activities

At December 31, 1993 MB’s total interest-bearing debt (excluding $149.9 million of convertible subordinated
debentures) was $1,683.3 million, up $68.5 million from $1,614.8 million at December 31, 1992. During 1993 short
term interest-bearing debt increased $90.9 million to $193.0 while long term decreased $22.4 million to
$1,490.3 million.

During 1993 the Company issued 11.1 million common shares for $235.4 million of which 9 million shares were
issued September 30, 1993 at $21.625 per share for net proceeds of $186.5 million.

In 1993 MB sold U.K. Corrugated and Island Paper Mills realizing $148.1 million proceeds of disposal.

Cash flow from operations

Funds generated by operations in 1993 amounted to $198.9 million (1992 — $88.2 million). Net funds
required were $306.0 million (1992 — $286.4 million) after capital expenditures and investments of $331.1 million
(1992 — $267.1 million), payment of preferred dividends and interest of $150.0 million (1992 — $134.3 million)
and payment of common share dividends of $69.9 million (1992 — $67.1 million).

Investment activities

Capital expenditures in 1993 on property, plant and equipment were $165.7 million of which $39.6 million
related to environmental projects. $88.6 million related to existing capacity replacements and technological
updating. Details of specific discretionary capital expenditures have been described in each segment’s section.

As discussed in the pulp and paper capital expenditure section, the Company in February, 1994 embarked on a
two year $200 million NEXGEN project to convert a Port Alberni newsprint machine to produce lightweight coated
paper.

In 1993 KNP merged with Biihrmann-Tetterode nv and VRG-Groep NV to form KNP BT. MacMillan
Bloedel's resulting interest was 17.1%. In October, 1993 MacMillan Bloedel participated in a KNP BT common
share rights issue by purchasing 2.8 million shares of KNP BT for $62.9 million thereby maintaining its ownership
position at 17.1%.

On April 16, 1993 the Company issued 2,082,262 common shares for $40.3 million to acquire an 81% interest
in American Cemwood Corporation. American Cemwood manufactures fire-resistant, high quality cement-fibre
roofing materials which closely simulate the appearance of cedar shakes.

The partners of Trus Joist MacMillan have approved a capital program designed to meet the rapidly expanding
engineered lumber market and maintain the partnership’s dominant position. To support this program MB is
committed to a US$49 million capital contribution in 1994.
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OUTLOOK AND UNCERTAINTIES
Market outlook

The immediate outlook is improving for the pulp and packaging markets. Price increases announced in recent
months for these products have been realized.

Pulp markets bottomed in late 1993. Lower producer inventories, shortages in the supply of hardwood pulp and
signs of improving economies have contributed to price improvements of US$50 to US$60 per tonne in MB’s major
markets in early 1994,

The announced October 1, 1993 containerboard price increase of US$25 per ton was accepted by November,
1993. In early 1994 economic activity had improved to such an extent that along with lower inventories suppliers
have been able to announce price increases. MB expects to announce a further price increase.

In recent months there has been a modest increase in U.S. newsprint consumption and a reduction in
consumers’ inventories. Despite the improvement in the supply/demand balance, newsprint discounts increased by a
further 3% or US$19 per tonne at the beginning of 1994. However, MB has announced a 7% discount reduction
amounting to US$41 per tonne effective March 1, 1994.

Lumber prices in North America and most overseas markets have been strong in recent months for most grades
and species. MB’s lumber sales to Japan are a major source of building materials segment profit. Prices are generally
increasing and market conditions are favourable.

Prices and volumes for all of MB’s products are strongly influenced by supply and demand factors and foreign
exchange factors.

Timber tenure

Special interest groups advocating the preservation of old-growth timber on the B.C. coast have engaged in civil
disobedience. Their objective is to prevent logging with a view to having lands withdrawn from timber production.
Recently concerns related to B.C. logging practices and pollution have received widespread publicity. This has been
particularly the case in Europe where environmental groups are pressing consumers to boycott B.C. forest products.

In January, 1993 the Government announced the formation of a forest sector strategy advisory group. In 1992 a
special Commission on Resources and Environment (CORE) was charged with the responsibility of developing a
land use strategy. This strategy potentially affects 184 separate areas in the Province, of which 16 such areas are
within the Company’s timber tenures. The Government has stated that decisions on the majority of these areas will
be made by 1995. CORE negotiations for Vancouver Island were concluded in November, 1993. The CORE
Commissioner handed his recommendations to the Government on February 9, 1994. Indications are that MB could
lose another 160,000 cubic metres of AAC in new protected areas plus an unknown volume in “Regionally
Significant Lands”, if all the recommendations set out in the CORE report were implemented by the Government.

The Company is seeking or expects compensation for fee lands and timber licences expropriated. On October 4,
1993 the Company was awarded $6.7 million in compensation for timber licences expropriated for a park reserve on
South Moresby Island in the Queen Charlotte Island chain. The final amount is under appeal as the Government
expected to pay less and the Company had expected more. Compensation is also expected for expropriations for
Carmanah Pacific Park and in the Clayoquot Sound area on Vancouver Island.

In the spring of 1994 the B.C. Government’s proposed new legislated forest practice code is expected to
emphasize environmental concerns over economic costs. The code will likely lead to higher costs which at this time
cannot be determined.

Native land claims

The Government is advocating a policy of settling aboriginal land claims through negotiation. The policy
envisages compensation by some combination of cash, resource transfers and the right of aboriginals to use public
lands for traditional sustenance. The possible impact on the Company is indeterminable at this time.

Environmental issues

In early 1992 a new B.C. Government announced deadlines for additional reduction of chlorinated organics to
1.5 kilograms per tonne of product by December 31, 1995 and zero kilograms by the end of 2002. The Company’s
mills currently meet the 1996 levels.
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The Government is developing an Environmental Assessment Act for major projects which will parallel the
new federal initiative Bill C-13 and is starting discussions on a Clean Air Strategy for B.C. In 1994 it will also
finalize its regulations to Bill 26 covering soil contamination.

Air emission standards in most jurisdictions are being reviewed and are expected to become more stringent in
the next few years. In 1993 Environment Canada conducted a study on emissions from a non-MacMillan Bloedel
boiler burning excess secondary treatment bio-solids and salt laden hog fuel. In response to the study, the B.C.
coastal pulp and paper industry, through the Pulp and Paper Research Institute of Canada, has assembled a research
team to expand the study of these boiler emissions. If these reviews lead to the introduction of more stringent
standards, additional capital expenditures will be required.

U.S. legislation and publisher requirements specify recycled content in newsprint giving a competitive
advantage to mills located close to large urban centres in the U.S. where substantial quantities of waste newspaper
and magazines are available. The high cost of recycled pulp-fibre produced in B.C. makes it more economically
difficult for B.C. newsprint producers to meet the legislated recycle content requirements.

SHAREHOLDER INFORMATION AND EXCHANGE LISTINGS

Montreal Trust Company of Canada (Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal) and Mellon
Securities Trust Company (New York) are the Company’s transfer agents and registrars.
Distribution of common shares and registered common shareholders as at February 1, 1994:

Common
Common shares shareholders*
Canada . ... 118,514,335 5,798
United States . ... ..o e 5,198,636 649
) T T e 18,203 63
123,731,174 6,510

Share WarTanls . . .. ... e e e 552
123,731,726

*Excluding approximately 23,000 beneficial shareholders, 7,130 of whom are employees of the Company.

Exchange listings:
Common shares listed: Toronto, Montreal and Vancouver stock exchanges.
Common shares quoted: NASDAQ.
Class B preferred share listings: Toronto, Montreal and Vancouver stock exchanges.
Ticker symbols: Canadian stock exchanges — MB; NASDAQ — MMBLF.

39



DIRECTORS

Information on the Company’s directors is presented in the Information Circular on pages 5 to 8.

Name Address

R.B. Findlay ......... West Vancouver, B.C.
R.D: Tuckey: ..« cuws s West Vancouver, B.C.
FV.Emst........... Montgomery, Alabama

G.M. Ferguson North Vancouver, B.C.

O.L. Forgacs

Vancouver, B.C.

AN. Grunder North Vancouver, B.C,

J.L. Howard, Q.C. .... Vancouver, B.C.

West Vancouver, B.C.
Nanaimo, B.C.

J.C. Finkbeiner

RIG. Ford ..., .5 aoms & North Vancouver, B.C.
G.H. Johncox ........ West Vancouver, B.C.
AD. Laberge .o oo Vancouver, B.C.

North Vancouver, B.C.

OFFICERS

Age at
Feb. 1, 1994

60

53

55

53

63

57

62
55
53
46

45

53
37

Positions held
during past five years

President and Chief Executive Officer since
1990; prior to which he was Senior Vice-
President, Marketing since 1989; prior to which
he was Senior Vice-President, Alberni Region

Executive Vice-President, Operations since
January 1, 1993; prior to which he was Executive
Vice-President, Business Development since
1992; prior to which he was Vice-President,
Alberni Region since 1989; prior to which he
was General Manager, Harmac

Senior Vice-President, Containerboard and
Packaging of the Company and President,
MacMillan Bloedel Inc. since May 15, 1993; -
prior to which he was Executive Vice-President
of Chesapeake Corporation (containerboard and
packaging)

Senior Vice-President, Finance and Chief
Financial Officer since February 9,1994; prior to
which he was Senior Vice-President, Finance
since April 8, 1993; prior to which he was Vice-
President, Treasurer

Senior Vice-President, Research and
Development (retiring March 1, 1994)

Senior Vice-President, Administration and
Business Development since April 8, 1993; prior
to which he was Senior Vice-President, Finance
and Administration since 1989; prior to which he
was Vice-President, Information Systems and
Services

Senior Vice-President, Law and Corporate
Affairs

Vice-President, Transportation

Vice-President, Nanaimo Region since 1989;
prior to which he was President and Chief
Executive Officer, Island Paper Mills Company

Vice-President, Tax, Properties and Risk
Management

Vice-President, Strategic Planning since April 8,
1993; prior to which he was Director, Corporate
Planning

Vice-President, Human Resources
Vice-President, Treasurer since April 8, 1993;
prior to which she was Assistant Treasurer since
1991; prior to which she was Director, Corporate
Finance



Name Address
E. Lauritzen . ... son s West Vancouver, B.C.
Wila: oW s naen s s Powell River, B.C.

Vancouver, B.C.

R.G. MacFarlane ... .. Port Alberni, B.C.

G.E. Mynett ......... Vancouver, B.C.

C.D. Neeser ......... Vancouver, B.C.

H. Reithaug ......... West Vancouver, B.C.
D.W. St. John........ Vancouver, B.C.

A.C. Stubbs ......... Gibsons, B.C.

V.R. Worthy ......... West Vancouver, B.C.

Age at

Feb. 1, 1994

55
63

56

50

47
39

55

62

49

56

Positions held
during past five years

Vice-President, Pulp and Paper Marketing

Vice-President, Powell River Region since 1989;
prior to which he was General Manager, Alberni
Pulp and Paper Division

Vice-President, Chief Forester since 1992; prior
to which he was Chief Forester since 1991; prior
to which he was General Manager, Powell River
Woodlands

Vice-President, Alberni Region since
November 4, 1993; prior to which he was
General Manager, Building Materials, Alberni
Region

Corporate Secretary

Vice-President, Building Materials Marketing
since November 4, 1993; prior to which he was
Vice-President, Alberni Region since 1992; prior
to which he was General Manager, Lumber
Marketing since 1991; prior to which he was
Manager, Whitewood Marketing

Vice-President, Engineering since 1992; prior to
which he was Manager, Maintenance and
Distribution, Alberni Pulp and Paper Division
since 1990; prior to which he was Manager,
Maintenance and Engineering Services, Alberni
Pulp and Paper Division

Vice-President, Building Materials Development
since November 4, 1993; prior to which he was
Vice-President, Building Materials Marketing
since 1990; prior to which he was Vice-President,
Lumber Marketing

Vice-President, Public Affairs since 1992; prior
to which he was Vice-President, Corporate
Communications

Vice-President, Engineered Wood Products since
1990; prior to which he was Vice-President,
Panelboards

ADDITIONAL INFORMATION

Additional information, including directors’ and executive officers’ remuneration and indebtedness, principal
holders of MacMillan Bloedel Limited’s common shares, options to purchase securities and interests of insiders in
material transactions, where applicable, is contained in MacMillan Bloedel Limited’s Information Circular in
connection with the meeting to be held on April 14, 1994 (pages 4 to 13 of this document). Additional financial
information is provided in Consolidated Financial Statements (pages 42 to 60 of this document).
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MacMILLAN BLOEDEL LIMITED

Consolidated Financial Statements
December 31, 1993
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MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The accompanying consolidated financial statements of MacMillan Bloedel Limited for the years ended
December 31, 1991, 1992 and 1993 have been prepared by management in accordance with generally accepted
accounting principles. Management is responsible for the integrity and objectivity of the consolidated financial
statements, which are presented on the accrual basis of accounting and accordingly include amounts based on
judgment. Other financial information in the annual report is consistent with that in the consolidated financial
statements. The accounting procedures and related system of internal controls are designed to assure that the
financial records reflect the transactions of the consolidated enterprise. The internal accounting process includes
management’s communication to employees of policies which govern ethical business conduct.

The Board of Directors through its Audit Committee, consisting solely of non management members of the
Board, recommend the appointment of the auditors, monitor the basis of engagement and receive the report of the
external auditors and review the audit program and significant findings of the internal auditor so as to gain assurance
about the adequacy of internal controls over the financial reporting process, auditing matters and financial reglorting
issues. The Audit Committee reviews the Company’s consolidated financial statements with the financial executives
of the Company and the external auditors and recommends their approval by the Board of Directors, and reviews
the Company’s Annual Statutory Report inciuding the sufficiency of the management discussion and analysis.

Price Waterhouse, independent auditors, have audited the consolidated financial statements of the Company
for the years ended December 31, 1991, 1992 and 1993 and their report is included herein. The auditors met with
the Audit Committee to discuss the results of their audit, and were afforded an opportunity to present their opinions
in the absence of management personnel with respect to the adequacy of internal controls and the quality of the
financial reporting of the Company.

R.B. Findlay G.M. Ferguson
President and Chief Executive Officer Senior Vice-President, Finance and
Chief Financial Officer

February 9, 1994
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MacMILLAN BLOEDEL LIMITED

Consolidated Statements of Earnings (Loss) and Retained Earnings

Year ended December 31

1993 1992* 1991*
($ millions)
Salesiof products AN SEIVICES: ..o s vares wass s + 955 swus v s 567 Dot Sa o $3,762.0 $3,039.3 $2,726.2
Costs and expenses: '
Materials, labour and other operating expenses ...............c.c....... 3,190.2 2,583.5 2,469.4
Depreciation, depletion and amortization ................. ... ... 191.6 170.4 156.6
Selling, general and administrative .......... ... ... ... oo, 241.9 218.6 217.7
3,623.7 2,972.5 2,843.7
Operating earnings: (1088) « s v w50 + v st v sk 95 s e 555 & sa a6 4 138.3 66.8 (117.5)
Other INCOME s vans ¢ ms s s s 591 565 § 80 S0 ¥ S0 S0 s ST ¥4 7 008 Gam s 75.4 27.3 28.4
Provision for severance and €losures ............cooviiineiiaaaneaa.... (7.2) (18.2) (40.1)
INterest EXPEIISE .« o . oo e ettt et e e e (146.9) (136.6) (109.7)
Earnings (loss) before income taxes ............ ... ... . iiiiiiiiinn... 59.6 (60.7) (238.9)
Income tax expense (recovery):
CULTENT & v s svsies sen 50is s TR5S S Suis w50 B & A5 SR B S50 Gk & 5.0 (9.0) (62.4)
BTy, T I I T T (5.4) (17.7) (45.4)
(.4) (26.7) (107.8)
Earnings (loss) before undernoted items ................ ... ... . ..., 60.0 (34.0) (131.1)
Equity in earnings (loss) of affiliates ................................. (6.8) (14.8) 37.7
INet earnings (1O88) o v hwnn wai o s s i s Sas G S5 Sy 05 TEE 532 (48.8) (93.4)
Retained earnings:
Balance at beginning of year .......... ... ... . ... 668.3 800.3 976.1
721.5 751.5 882.7
Deduct:
Preferred:sharesdividends . oo comn s saves wan v voans sy s o s 45 11.6 14.8
Common share dividends —
CASH o s s oy wim VA T GST SEG § O SV TR Sa SR T SR TR T 69.9 50.0 384
SO0k oo s SR a0 S84 5 3 TAE 5090 T8 SRR STRAR S 5 R B aihs - 17.1 25.6
Costs of issue and redemption of shares less applicable
income taxes of $3.2 million (1992 $NIL, 1991 $2.6 million) ...... 1.2 4.5 3.6
75.6 83.2 82.4
Balance at end of year ......... ... ... . i $ 6459 $ 668.3 $ 800.3
Earnings (loss) per common share (dollars):
BasiC e $ 42 $ (52) § (98
Fully diluted . ... ... e § 42 $§ (52) § (.9%)

*Certain 1992 and 1991 figures have been reclassified to conform with the 1993 presentation.
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MacMILLAN BLOEDEL LIMITED

Consolidated Statements of Financial Position

Net Assets Employed

December 31
1993 1992*
($ millions)

Current assets:

Cash and short term INVESEIMENTS: i o con wman S vaen won v s S it saiets S saiss $ 260.5 $ 1427
Accounts receivable —
TERAE. o0 vvie vioie vieiasn orsiore whore sinie arsioie sinim seiece diaie airais saie sratats oias st wisvels brae sisinia 488.1 432.0
OIREE. ..os vovcece nils wiaieie Eiute eribaie yoke susiase scers ssmsara M snmiess wisis ssasecscasaia sisie shocuin aisee siesie 52.3 343
Iventories (INGHE 20 Bhins s smn 308 0200 bost cosion somsh Sonit Bdiorl Hkly aumssd] mpnse svsior 651.7 5527
PrepaidiEXPEnses: soen'dln fun vuus so s s i b el fa T95 6006 26 S S ten 7.0 6.2
Investmients. heldforresale .. «nma St savon iman st Yoo svabia’ iase s s gl Tl cie Saieis 6.3 25.1

1,465.9 1,193.0

Deduct current liabilities (excluding interest-bearing debt):

Trade accounts payable......... ... i i 199.5 171.7
Acctued payroll.and related TaBIHES s v vass dan vuin o0 165 sees 00 5am 0 255 G § 71.2 67.6
Accrued interegt oniborrowed funds . .. von vevdin s s von s s seeaen e s 349 33.2
Income taxes payable (recoverable) ......... ... ... . i 9.5 (8.5)
Other accounts payable and accrued liabilities .......................0voveeen... 102.9 94.7
418.0 358.7
Operating working capital. cu: soen s s mem s dai v son2 o 2ies S0 S Lo st & 1,047.9 834.3
Investments and other assets:
Investments in affiliates (INOtE 3) ..ottt e e e et 643.3 634.8
Other investments and assets, at COSL . .. .. ...ttt e, 24.1 2157
667.4 656.5
Property, plant and equipment: (Note 4)
Buildings and/equipment .. <. semy o o oo 565 0855 6a5 oat s 09 S 58 BT B4 BT 1 3,531.4 3,386.6
Less: . Accumulated depreCiation’ .. vui vvavs i adinie se sosre s s s s ilits SawE i & 1,731.8 1,570.9
1,799.6 1,815.7
Timber and land less accumulated depletion .. ......... ... ... . i 210.7 207.6
Logaing 10ads:: sum; srs s aoe waes 350 saad se B e e T e o 10.3 11.3
2,020.6 2,034.6
Intangibles less amortization .. .o vss siee vamie wen afers e so s'sies @i Sy Tl HEE GFT 3 50.3 15.5

$3,786.2 $3,540.9

*Certain 1992 figures have been reclassified to conform with the 1993 presentation.

Approved by the Board:

R.B. Findlay,
Director

R.V. Smith,
Director



MacMILLAN BLOEDEL LIMITED

Consolidated Statements of Financial Position

Invested Capital

December 31
1993 1992*
($ millions)

Interest-bearing debt:

Short term —
Banl Indebtediiess o con v s 5o s sow oens e b Sl W VR SEE § 8 S0 SEie § $ 838 $ 875
Current:portionsof:long termidebt TINOIE 5 v wss sovsen ssaow siwon wngons dracn srmats stats vy 109.2 14.6
193.0 102.1

Long term —
Term 10ans' (NOLEI6) wuu s imin s & i 965 5,050 7508 U0 FO5 Suiie = wioss smie amenme soyie o s 993.4 1,025.4
Notes, bonds, debentures and other (Note 7) ....... ..., 496.9 487.3

1,490.3 1,512.7

Total interest-bearing debt . . ... . e 1,683.3 1,614.8
Other long terMIOBRBALIONS w:x & s sims b i wam 5 555 S0 Bass S565 S48 5 wamen nome sysmcs aaece mon st = 75.9 75.6
Deferred income taxes ...t 247.2 252.0
Convertible debentures and shareholders’ equity:

Convertible subordinated debentures (Note 8) ....... ... .. ... i inurrnennno .. 149.9 149.9
Shareholders’ equity

Share capital: (Note 9)

Preferred shares . ... 757 96.2
Common SHATES . . . ...\t e 990.6 755.2
1,066.3 851.4

Retained €arnings .. vun v eon v 5 own s v g s soas 5606 S50E 5 S 505 8 § G0 3 645.9 668.3

1,712.2 1.519.9
Foreign exchange translation adjustment ............. .. ... uuruuirnnnn... (82.3) (71.1)
Shareholders’ equity ........ ... i e 1,629.9 1,448.6

1,779.8 1,598.5

Commitments (Notes 9 and 10)
$3,786.2 $3,540.9

*Certain 1992 figures have been reclassified to conform with the 1993 presentation.
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MacMILLAN BLOEDEL LIMITED

Consolidated Statements of Changes in Financial Position

Year ended December 31
1993 1992%* 1991**
($ millions)

Internal funds:

Operating carnings (1088): ; sam 5o ¢ s e 5ams als §ais % ats 500 TRl $ 1383 $ 668 $ (117.5)
Depreciation, depletion and amortization ............................ 191.6 170.4 156.6
Decrease (increase) in operating working capital
Receivables. . .. ... e e (75.9) (74.5) (28.6)
INVENTOTIES! cinveor wvas soer o slotmanimam st st siare onovel Reasers st Whesdrs ohash sutevs 375 (97.0) (66.3) 423
L T e 41.9 (8.2) 10.5
Gerierated DY OPerationsie: ws: wess e Setes sy s bali Sasleaigg e et 198.9 88.2 63.3
DERELTACOME ... » e wimsoir nimse sheiain SHEis symsmsesmsmys s b rimgs Sx8 SuEiads Thahnsmn rmge 320 27.3 28.4
Provision for severance and closures ........... ...t (7.2) (18.2) (40.1)
Distributions from affiliates ...... ... .. ... . . i 8.1 22.8 25.8
231.8 120.1 77.4
Required for:
IDIETESE s v s cogvn wan SEEE Halh Soumly ars STl iy S B oS S0h dReaevea 145.2 122:5 111:1
Dividends to prefeérred shareholders ... oo sondovs von v ons vovmns 20 48 11.8 14.1
Income taxes recovered. . ... ...ttt (13.2) (62.0) (28.9)
136.8 72.3 96.3
Netinternal funds .. ... ...ttt it e e 95.0 47.8 (18.9)
Funds invested long term:
Capital expenitures . . s <o oo swn s 55 Saiah v 5405 § s S s o 165.7 227.0 241.1
Businesses acauired: « woy s some sn wigmn s voek s i s BUs g des 40.3 143 —
Inivestments and other a8Sets ..o oan cos avn sal 295 Gans Doy a5 sem oa 123.1 25.8 23.3
331.1 267.1 264.4
(236.1) (219.3) (283.3)
Dividends to common shareholders . . ........... .. . i i (69.9) (67.1) (64.0)
Fundsirequiredi:. « oo s pom s s s mps s asie e s ames wess e & e st - (306.0) (286.4) (347.3)
Financing transactions:
Net interest-bearing debt incurred. ... . ccv vonioad o s vve vii woeiann se 304 127.1 2743
Jssiie-0f-ComHon, ShAresl-x - s sees suns S iany F 2 ¥ U8 5o Tt ¥ 2354 243 178.9
Retraction and redemption of preferred shares ....................... (16.6) (21.2) (7.5)
Proceeds from sale of businesses ................coiiiiiiiiiiiiin. 148.1 — —
Disposal of investments and other............... ... ... .. ..., 26.5 68.8 45.5
EFinancing provided .« wen s s o coie wis sisisi ol sosne o soaie o saste seoe sie 423.8 199.0 491.2
Inciease (decrease) I UndS™ .o vun b v siun sass ide S % siasatio 4t i $ 117.8 $ (874) § 1439

* Funds are defined as cash and short term investments.
**Certain 1992 and 1991 figures have been reclassified to conform with the 1993 presentation.
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AUDITORS’ REPORT

To the Shareholders of
MacMillan Bloedel Limited:

We have audited the consolidated statements of financial position of MacMillan Bloedel Limited as at
December 31, 1993 and 1992 and the consolidated statements of earnings (loss) and retained earnings and changes
in financial position for each of the years ended December 31, 1993, 1992 and 1991. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assurance whether the consolidated financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 1993 and 1992 and the results of its operations and the changes in its
financial position for the years ended December 31, 1993, 1992 and 1991 in accordance with generally accepted
accounting principles. As required by the British Columbia Company Act, we report that, in our opinion, these
principles have been consistently applied.

Price Waterhouse Vancouver, British Columbia
Chartered Accountants February 9, 1994
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MacMILLAN BLOEDEL LIMITED

Notes to Consolidated Financial Statements
December 31, 1993, 1992 and 1991

In these notes ‘MacMillan Bloedel’ means MacMillan Bloedel Limited and its consolidated subsidiaries, and
‘Company’ means MacMillan Bloedel Limited as a corporation.

1.

Accounting policies:

MacMillan Bloedel follows accounting principles generally accepted in Canada. Information with respect to
generally accepted accounting principles in the United States is provided in Note 15.

(a)

(b)

(c)

(d)

(e)

(f)

Principles of consolidation

The consolidated financial statements include all subsidiaries.

Foreign currency translations

The assets and liabilities of self-sustaining foreign operations are translated at current rates of exchange
while those of integrated foreign operations are translated at current rates for items measured at current
prices, and at historical rates for items measured at past prices. Other assets and liabilities denominated
in foreign currencies are translated at the year end rate of exchange.

MacMillan Bloedel considers that its foreign currency denominated debt represents an effective hedge of
its foreign currency investments in subsidiaries and affiliates. Accordingly, foreign currency translation
adjustments relating to long term debt are included with the foreign exchange translation adjustment
relating to self-sustaining foreign operations as a separate component of shareholders’ equity.

Valuation of inventories

Inventories of operating and maintenance supplies and raw materials are valued at the lower of average
cost and replacement cost or net realizable value. Inventories of manufactured products are valued at the
lower of average cost and net realizable value.

Property, plant and equipment

Property, plant and equipment are recorded at cost.

MacMillan Bloedel employs the units-of-production basis for depreciation of manufacturing assets. Non-
manufacturing assets are depreciated on a straight line basis.

The rates of depreciation being applied are intended to fully depreciate manufacturing assets (at normal
production levels) and non-manufacturing assets over the following periods:

BUIAINGR™ . o ot 5 S s ambiitih o s s phor iy 20 and 40 years
Pulp and paper mill machinery and equipment ... 20 years
Logging machinery and equipment ............. 5 to 7 years
Other manufacturing machinery and equipment .. 7 to 13 years
N ESREIR et Tl e oy e i s Sl eowrios Prtgce egialie iane 10 to 13 years

Depletion of timber and amortization of main logging roads are determined on a basis related to log
production.
Capitalized interest

Interest is capitalized during construction of major capital projects.

Intangibles

The goodwill component of investments in affiliates is being amortized over 20 years. The goodwill
component of intangibles is being amortized over 10 years and the financing component over the life of
the related debt.
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Inventories:

December 31
1993 1992
($ millions)
Operating and maintenance sUPPlies . . .. ... ... ittt $ 754 $ 78.2
Logs, pulp chips and pulpwood ....... ... ..o i 1377 141.9
Lumber, panelboards and other building materials ................................ 327.8 235.3
Pulp and paper products . ... ... . e 56.0 60.3
Containerboand and padkaging products;. ... vaws wiss Sy s vams son s 38 s s 34.8 37.0
$651.7 $552.7
Investments in affiliates accounted for by the equity method:
December 31
1993 1992
% Undistributed
Owned Cost earnings Total Total
($ millions)
NV Koninklijke KNP BT (formerly
N.V. Koninklijke KNP) (KNP BT) .......... 17.1 $198.6 $204.9 $403.5 $374.8
(73,7 O 239.4 4 239.8 260.0
$438.0 $205.3 $643.3 $634.8

The unamortized goodwill attributable to MB’s investment in KNP BT at December 31, 1993 is $23.7 million

(1992 — $25.3 million).

Summarized financial information —

Financial position:

December 31
1993 1992
KNP BT Other Total Total
($ millions)
CUTTENE BEBBES. w5 s55é /a4 5755 .58 5 51915 Srsresn scmse siese o omimie soee o $2,742.7 $ 4377 $3,180.4 $1,221.8
Investment in affiliates accounted for by the
CQUILY MO .cov suviiis s ssnva it pimppiisress s siwiars siass § 281.8 4.5 286.3 331.2
Other non-current assets. . .......ooernerrneennnnnn. 3,201.9 503.6 3,705.5 2,700.8
IIMENEIDIEE": Foits 500 5850 vl cmid sheom sunsn o ssnm susim snaier sase » 697.9 39.4 731.3 259.2
$6,924.3 $ 985.2 $7,909.5 $4,513.0
Current liabilities....................cooiiiiii... $1,934.6 $ 2150 $2,149.6 $1,086.4
Non=ourrent Habilities ..; . we covnims won arnm mm v Wi 2,517.3 195.5 2,712.8 1,529.0
MInOrity ANErestS . oo ooy v i s g sase saits S s s ¢ 148.0 — 148.0 282.2
4,599.9 410.5 5,010.4 2,897.6
Shareholders’ equity ............ .. .. i 2,324.4 574.7 2,899.1 1,615.4
$6,924.3 $ 985.2 $7,909.5 $4,513.0
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3.

Investments in affiliates accounted for by the equity method: (continued)

Results of operations:
Year ended December 31

1993 1992 1991
KNP BT Other Total Total Total
($ millions)
Netsalesi, i ioun vass s viwsren| e e s $8,574.7 $1,382.7 $9,957.4 $3,430.3 $2,290.9
Grogs PEolilic. <x vuss vws vais s weilly Gk g $ 1047 § 928 $ 1975 $ 275 § 1384
Net earnings (loss) .........coovveiann... $(271.1) $ 749  $(1962) § (4.1) § 14438

In 1993 KNP merged with Biihrmann-Tetterode nv and VRG-Groep NV to form N.V. Koninklijke KNP BT
(KNP BT). MacMillan Bloedel’s resulting interest was 17.1%. In October 1993 MacMillan Bloedel
participated in a KNP BT common share rights issue by purchasing 2.8 million shares of KNP BT for
$62.9 million thereby maintaining its ownership position at 17.1%.

Certain 1992 figures have been reclassified to conform with 1993 presentation.

Property, plant and equipment:

Buildings and equipment —

Accumulated
Cost depreciation Net

($ millions)

December 31, 1993

Building materials ........ ...t $ 7424 $ 4200 $ 3224
PUlp and:PAPET. .« wercsszaussie dase sowve-thosore soss s isias spihe firse ssesois 1,849.3 868.7 980.6
Containerboard:and packaging . i «ts s baiie s s saeas 8334 3152 458.2
Corporate assetSandiothers: = ou. o dudow Vo B s thpen wiw woeis 106.3 67.9 38.4

$3,531.4 $1,731.8 $1,799.6

December 31, 1992

Building matenals il ies vhi bk sun cank s et as e s $ 709.7 $ 3829 $ 326.8
Pulp and Paper: o-te o Tiate a0 ving i paiE s e S i . 1,790.7 796.6 994.1
Containerboard and packaging.... ..... cicumink soi swies ais g s aai s 769.5 326.7 442.8
Corporate assets and other . .............. ... .o i it 116.7 64.7 52.0

$3,386.6 $1,570.9 $1,815.7

Certain 1992 figures have been restated to conform with the 1993 presentation.

Payments required on long term debt in the next five years:

Notes,
bonds,
Term debentures
bank loans and other Total
($ millions)
T9U4 . oo iieinn st ad bt ®h DG nlgisivias Sie sieserhisie wiiteraeiihs $102.9 $ 6.3 $109.2
I Tl e I Ly [ LT R R P 341.9 2.6 344.5
19965 & i siaras sets Sieteiv b saveisl e C i P Sep S S EYTT S Se ATy e 174.9 133.8 308.7
19975 oot sraveis S daisive woteitraier Sion TR S RS SN, R R R e e e 202.9 1.4 2043
19985 = s v, o v o s S e e S R TR T s AT e e e RS 11 1.3 8.4
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6.

Term loans:

December 31
1993 1992

($ millions)
8.31% and 8.54% USS$75.0 million maturing 1994......... ... .. ..o iiiint. $ 993 $ 953
9.4% to 9.54% US$250.0 million maturing 1995 . ... ... .. il 331.0 317.8
8.1% Dutch Guilders 215.0 million maturing 1996 ..........coiiiiiiniiinon. 146.2 150.2
LIBOR US$50.0 million maturing 1997. ... .. ... e 66.2 63.6
Floating rates $139.0 million maturing 1996 to 1997 ..... o Ry . . melien, I 139.0 129.0
9.2% 1JS$200.0 million maturing 1999 . ... cous s smmon s wosmmesons s sisis s sisae 264.8 254.2
3.7% to 6.9% Yen 4,200 million maturing from 1994 t0 1999 .................... 49.8 214
1,096.3 1,031.5
Less: Payments due withinone year ........... ... 0iiiiiiiiiiii .. 102.9 6.1

$ 9934  $1,0254

Notes, bonds, debentures and other:

December 31

1993 1992
($ millions)
9% notes maturing 1996 (US$100.0 million) ........cccviiiiiiiiiiniiiinienien. $132.4 $127.1
10.125% senior debentures, series 1, maturing 2002 ........... ... .o iiiiiiiiaan. 100.0 100.0
8.5% debentures maturing 2004 (US$150.0 million) ...t 198.6 190.7
Industrial development revenue and pollution control bonds at interest rates ranging
from 4.9% to 10.5% and maturing from 1994 to 2009 (US$30.9 million) ........... 41.0 44.1
7.75% solid waste disposal facilities revenue bonds series 1991-A, maturing 2019
CUSEY 1 IIHONY s 5005 ssnsiin v sy 5 sums srwen avamios vt swece wisiens sssns wovseve oo ofus LY 12.0 11.5
OhEY., ... . s55 555 ©.aws 2um 3000 965 L6 & U T PARR W SRR R SR AT R R S S G 19.2 22.4
503.2 495.8
Less: Payments due within one year ... 6.3 8.5

$496.9  $487.3

Certain 1992 figures have been reclassified to conform with the 1993 presentation.

Convertible subordinated debentures:

The debentures bear interest at a minimum of 5% which can increase dependent on the Company’s dividend
payments. The debentures are convertible at the holder’s option into common shares at a conversion price of
$28.625 per common share. At the Company’s option, the debentures can be redeemed for cash; upon maturity
in 2007 they are redeemable for common shares. The characteristics and attributes attaching to the convertible
subordinated debentures, including the Company’s option to require the trustee to apply the proceeds and
purchase common shares, causes the Company to view these securities as substantially permanent capital and
consequently these debentures are shown under the heading “convertible debentures and shareholders’ equity”.

51



Share capital:

The Company’s authorized capital consists of 250.0 million common shares, 3.4 million class A preferred
shares and 20.0 million class B preferred shares issuable in series, all without par value.

December 31

1993 1992
($ millions)
Outstanding shares without par value
Preferred —
1,474,400 class B, series 8 .. ... ... ...t e $ 369 $ 43.2
1:558,2000¢1ag9 By 86168010 0 v s s bow wieram st W Gath s s e s 38.8 53.0
5.7 96.2
Common —
Y2373V T20 80A0ES ... . 00T e cnm sl wmen sonvmioBoncn sravere Shicslacchi assiate scaie 2528 5 pimtaralots slote 990.6 755.2

$1,066.3 $851.4

Changes in share capital —
Class B preferred shares

The class B preferred shares rank prior to the common shares of the Company.

Issued and outstanding

Number
of shares ($ millions)
Series 8
TARUARY: 1 199+ sicoreny vaes o sy i gt s, S, 0 it St s SR e e e 1,892,800 $ 473
Redeemet duritg 199102005 i il dom 0. 50k B sreiisasors afbunsesans: Buase-biat ane vinss) snfi (88,000) (2.2)
BECEmDEE AL, 199 . e e i o drnegs monid bifiese ocoe snalaranbecs, sodoms stmare sate atans 1,804,800 45.1
Redeemed during 1992. . ... ... i (77,400) (1.9)
December 31, 1992 ...ttt tie e ettt nas e sy 1,727,400 43.2
Redeemed during 1993........... i el T AN s IR B s (253,000) (6.3)
December 31, 1993 vuueis Sos v o seti s ini biesiien s ity 555 SRt e 1,474,400 $ 36.9
Series 10
January ol 990 v ot v ime s s, o e e  mae S T 2,272,900 $ 56.8
Redegmed/durmp PI9158 2o o b s B0 T shemit st et U it b RS (153,000) (3.8)
DecembEndl, 1991:and 1992 .. wafin 200 8328 0ol ot e et e e 2 2,119,900 53.0
Redeemed during 1993 it 28k, oo Bnalnle D i b o 983 vl S sarase o2 (565,700) (14.2)
B L0 1o RN L D S RN et ok LRI L BT s 1,554,200 $ 38.8

The series 8 are redeemable at the Company’s option at $25.00 per share. The Company is to make all
reasonable efforts to purchase 18,998 shares quarterly at a price not exceeding $25.00 per share. Cumulative
preferential dividends are payable quarterly at rates related to the Canadian prime interest rate.

The series 10 are redeemable at the Company’s option at $25.00 per share. Cumulative preferential dividends
are payable monthly at rates related to the Canadian prime interest rate.
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10.

Issued and outstanding

Number
of shares ($ millions)
Common shares

January: Lo 1991.; ¢ s s 5oum wom ot st S s 990 5 5 w060y e s Sam 00 102,649,825 $552.0
Issued during 1991:

O CASH - ooty s sasiots! shei SiniinmVabane umssr st 4ike SLEMs ShasAle wens ansne ohoymel utina ssousme. sin 7,200,000 151.2

Conversion of subordinated debentures ................ccvviiiinnnn. 1,815 1

Employees:share:purchase plans .. s v v wms e v sz s v 107,261 2.0

Stock dividends v sows i paes s ey T B EEE SRV GEE EReEEEE 1 1,342,739 25.6
DécemMber 31, 199 5 ¢ iia we vies w57 w0050 Sa Gl S0 00 S50 B 5 VA% B 111,301,640 730.9
Issued during 1992:

Employees share purchase plan........ ... ... . i 87,587 1.6

Dividend reinvestment and share purchase plan ....................... 338,709 5.6

Stock dividends . .. .. oot 900,686 17.1
December 31, 1992 e aun v 5 s ses 9 s 26063 S SRR TS 0 BEE S0 i 112,628,622 7552
Issued during 1993:

BORICAER .. ... s biosens svons diaibih Bosln summen nssis abia TiEithe snans saibimmisss sudia o sibi peaniili i 9,000,000 194.6

For interest in subsidiary ......... o it 2,082,262 40.3

Dividend reinvestment and share purchase plan ....................... 20,842 =
December:3]; 1993 c. i o s s oo i e s som o S04 ais 5 s wes Wi 123,731,726 $990.6

The Company has reserved 6.2 million common shares for issuance pursuant to the employee share purchase
plan and the terms of issue of the convertible subordinated debentures.

Senior management share purchase plan —

At December 31, 1993 loans to employees under the senior management share purchase plan amounted to
$9.4 million (1992 — $10.2 million). The loans are non-recourse, interest free, maturing at various dates to the
year 2000 and secured by a pledge of the common shares.

Commitments:

In addition to commitments for capital expenditures and the future supply of operating services and materials,
MacMillan Bloedel is committed at December 31, 1993 in respect of the following:

Ship charters and rentals under non-cancellable operating leases having an initial term of more than one year as
follows —

Ship

charters Leases Total

(S millions)

1994 ... .......... SRR S, SRR N Wit $25.2 $18.8 $44.0
TODY ... cimie v o s smsenon siaie owmabon sinss ssite Mo wiose Wresions svet S o WIS ails MRS 26.6 11.9 38.5
106 e e e et e e 27.8 9.1 36.9
E99T . ¢ cncs rmmos e s sowss auprs apae SO alaTEn S99 SRTE SN WNISTS BT SHET SIATRE 4 28.0 il 35.1
LG s s s s 7o' Sa SRS ous ek e Al DEE SUs Su ST S Lat DR 8 28.4 6.1 345
1999 =200 Ve o vommn sap S 1oy Sh0L s HA SEREA AT SUATE SR BN 5,05 & 47.0 65.2 112.2
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11. Earnings statements supplementary information:

(a) Costs and expenses —

Interest expense
Longrtermidebt oo aams s i v i bas S TR et reiie auetbis
Convertible subordinated debentures ...........................
)17 A C R R NS T T R

Effective average interest rate . ... .. o divi o e v bty SR

Other income
Income from INVEStIIENLS: &« ez sl man vt o s wns wes s §
OHNEL: oo s o s e SERE 558 et s Tas 55 T et e &

Provision for severance and closures. . .............covuiiviunnrnn..

DEPTECIAtION, & tr i fiiif S arm il et otnle ko e sy s esenned shors mxemmseialise aieiers
1B 7TeS oL ]y KU RS O .- ol ¢ SCPUE ¢ NI B o i NN, i~ <SP
Amortization ......... I U= DE TP (1o Wb W L

Research and development expenses ..............cooviiiiunnnnn..
Less: Government grants and investment tax credits . .............

REntal SXPEMSE ..x vorv slare o smave asace sisors siare Bavui axers wiaceis st sebe sispins s scs o
Remuneration of directors and executive officers . ..................
Wages, salaries andiBenefits . ... oo s die v visidiine e von soiiie

Pension expense (INOTE I3): ¢ oo viemmndinin oo v soias siee sinin aiaieie s
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Year ended December 31

1993 1992 1991
($ millions)
$138.0 $131.5 $102.4
7.5 7.5 7.5
5.6 55 10.8
151.] 144.5 120.7
4.2 7.9 11.0
$146.9 $136.6 $109.7
8% 8% 8%
$ 17 $ 13.9 $ 156
24.2 13.4 12.8
43.5 — —_
$ 754 $ 273 $ 284
$ 72 $ 18.2 $ 40.1
$176.5 $152.1 $139.1
94 11.5 11.2
5.7 6.8 6.3
$191.6 $170.4 $156.6
$118 $11.7 $ 14.1
3.1 3.t 4.1
$ 8.7 $ 80 $ 10.0
$ 542 $ 529 $ 476
$ 43 $ 4.1 $ 36
$748.3 $701.9 $738.7
$ 633 $ 63.6 $ 61.7




(b)

(c)

Income tax (recovery) —

Canadian Canadian
Years ended December 31 federal provincial Foreign - Total
($ millions)
1993
CHTBETIY & com 5 us siwmon v Ses o VA ¥ 46 S0 S46 Gan $ 33 $ (3) § 20 $ 50
Deterred: i...x o s o005 o 99% Dawl 0E H00 5 i 3.0 23 (10.7) (5.4)
$ 6.3 $ 20 $ (87) $ (4
1992
CUITENE © v e et e e e e e e e e e $ (3.7) $(51) $§ (2) % (9.0)
Deferred . ... . .o (9.0) (.1) (8.6) (17.7)
$(12.7) $ (52) $ (8.8) $ (26.7)
1991
CUITENL © oottt e e $(21.9) $(219) $(18.6) $ (624)
DRleited = vonn vam wwes con wvas ves s wog ws veey B (38.2) (4.1) (3.1) (45.4)

$(60.1) $(26.0) $(21.7) $(107.8)

The principal items giving rise to deferred income tax expense are depreciation, depletion and
amortization.

MacMillan Bloedel has available investment tax credits of $106.2 million that have been recognized in
the results. The majority of these investment tax credits expire in 1998.

Income tax recovery rate reconciliation:

Year ended December 31

1993 1992 1991
Canadian federal income tax rate............vviiieernennennnnnns 38.0% (38.0)% (38.0)%
Provincial and state taxes and federal surtax. ......................... 3.0 (6.6) (6.5)
L arge cotporations taK:cuu s s s s voom s 9 S $hrs TV Wi 98 6.2 6.3 1.6
Canadian manufacturing and processing allowance .................... (1.2) 5.2 33
CaAPItal \BANE o o « o 35 5 09 H65 SAIF S0 SAW'Y Sa ST D05 MEs ¥ e Fi (30.5) (1.7) (1.7)
Boreiph TaXratesi: von s von o 500 v § 50 9% DO0nl 0 0A% 0 Tast s Mo e (13.5) (13.4) (1.3)
Other TLEIMIS . o oottt e e e et e ettt et e e (2.7) 4.2 (2.5)
Effective income tax rate. . ... ...t iniiii i (.7)% (44.0)% (45.1)%

Certain 1992 and 1991 figures have been reclassified to conform with the 1993 presentation.

Net earnings per common share —

Basic net earnings per common share is computed by dividing the net earnings, after providing for
dividends on the preferred shares, by the weighted average number of shares outstanding during the year.
The provision for dividends on the preferred shares is made on a time lapsed basis rather than on a
declared basis.

Fully diluted net earnings per common share is computed by dividing basic net earnings (adjusted for the
after tax interest expense on the convertible subordinated debentures) by the weighted average number
of shares outstanding during the period (adjusted for the number of common shares which would have
been issued had the conversion taken place at the beginning of the year).
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12.

13.

14.

Related party transactions:

MacMillan Bloedel sells products and services in the ordinary course of business and at fair market values to
related parties and also purchases certain services and products for resale from related parties. These
transactions include the sale of pulp to NV Koninklijke KNP BT, the sale of containerboard to MacMillan
Bathurst, ship charters from Transmacan Limited and the purchase of engineered wood products from Trus
Joist MacMillan.

Year ended December 31

1993 1992 1991
($ millions)
Sales to rélated Parties . o ¢ gos svai s vian @ ohos o S50 S e RN GenE 06 $ 722  § 687 $ 854
Piirchases from related PArties .. s s di s 0 5 B3 e D905 Vom VA o $178.2  $1029  § 123
December 31
1993 1992
($ millions)
Accounts receivable from related parties: . ... .d i sus ciin v i s i e s sae tee - $ 41.4 $ 31.0
1992 and 1991 figures have been restated to conform with the 1993 presentation.
Pension plans:
Consolidated summary of MacMillan Bloedel sponsored pension plans:
December 31
1993 1992 1991
($ millions)
Obligations for pension benefits ............cciiiirieriiiiinnnnn., $606.4 $557.7  $517.6
Pension fund assets at market related values .................... . ..., 490.8 461.2 435.3
Excess of obligations overfund g8sets ... c.co. bos commans pae van siswanms o 115.6 96.5 82.3
PLOVISIONR . & v simn mite aitiss sissesmisals shits S0ra Qe soves 5t sielsls S0 Sars egars 445 64.3 62.0 50.9
Excess of obligations over provision and fund assets ..................... $ 513 $ 345 § 314

All the salaried employees are eligible to be members of company sponsored plans. Salaried pension plan
amendments in 1992 and changes in assumptions in 1993 cost $13.7 and $20.0 million respectively. These costs
are being amortized over appropriate periods. The hourly employees are generally members of negotiated plans
that require contributions specified by collective agreements. Agreements with some officers and executives
(including retirees) call for payments to be made under certain conditions following retirement.

Countervailing duty:
Countervailing duty of $15.0 million has been expensed by the Company.

During 1992 the United States Department of Commerce and the International Trade Commission imposed a
countervailing duty rate of 6.51% on certain softwood lumber exports from Canada. A binational panel
convened under the United States-Canada Free Trade Agreement Implementation Act overruled a U.S.
determination that Canadian lumber imports were unfairly subsidized and damaged United States producers
and remanded the case to United States Government agencies for redetermination.

The United States has until about March 21, 1994 to challenge this ruling and a final determination is expected
in mid-1994. The Company expects to recover the $15.0 million.
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15. Information with respect to United States generally accepted accounting principles (U.S. GAAP):

The balance sheet captions listed below are specifically shown for compliance with requirements of the United
States Securities and Exchange Commission (SEC):

December 31
1993 1992
($ millions)
Total ASSEUS . vun vuive s wviie i S o0 S0 T & S VB SR T faiee Fibds s $4,204.2 $3,899.6
CUITENT BS8Et8ur s 3 v siom 0 S0 S0 500 5 S0 2T it Hetls it saomm soacate srsre. morene 1,465.9 1,193.0
CUrrent HADIIIHES oo s 50 1005 255 e s Vts sssurs sinen siss snssnin. stose. seiei afaie sioinin sreia siutacs 611.0 460.8

The SEC requires that redeemable preferred shares not be shown as part of shareholders’ equity. Accordingly,
under SEC requirements shareholders’ equity would be:

December 31
1993 1992
($ millions)
Common Shares . .. ... $ 990.6 $ 755.2
Retained earnings — U.S. GAAP . .. ... . it 654.0 674.4
1,644.6 1,429.6
Foreign exchange translation adjustment .................... ... .. .......... (82.3) (71.1)
$1,562.3 $1,358.5

The Company’s obligations for post-retirement benefits and deferred income tax calculated under U.S. GAAP
is disclosed below. Net earnings would be decreased by $3.9 million net of income tax in 1993
(1992 — $3.4 million) for post-retirement benefits and increased by $3.6 million (1992 — $1.1 million
reduction) for the effect of income tax calculated under U.S. GAAP. At December 31, 1991 the Company’s
accounting adjustment for post-retirement benefits would have increased the 1991 loss by $37.6 million after

tax.
December 31
1993 1992
($ millions)
Post-retirement benefits obligations. . ............ ... ... ... i, $ 647 $ 66.2
Deferred inCome taxes .. .............iiuuiiiiit i $ 169.0 $ 179.7

There is no fund established for post-retirement benefits and the Company intends to continue to expense on a
current basis.

Fair value of financial instruments —

The estimated fair value of the Company’s financial instruments, primarily long term debt, bonds and
debentures, as at December 31, 1993, based on market prices for the same or similar issues or on the current
rates offered to the Company for debt of the same remaining maturities, was approximately $89 million higher
(1992 — $40 million lower) than carrying value. This difference occurred primarily because of recent declines
in interest rates. The fair value of the Company’s foreign exchange contracts as at December 31, 1993, based on
currently available forward rates, approximated contract value (1992 — $10.5 million lower).
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16.

Segment information:
Contributions Depreciation,
Total to earnings depletion and Capital
revenue (1)(2) amortization expenditures Assets

($ millions)

Year ended December 31, 1993

Building materials .....uv vean vine $2,504.6 $ 3330 $ 55.7 $ 43.2 $1,312.6
Pillp Andipaper i: caown van @i v §77.0 (126.2) 88.6 80.4 1,2343
Containerboard and packaging .. ... 531.9 (21.5) 37.7 37.5 597.4
(.11 T-1 PP 60.3 2.4 1.4 i2 12.8
Inter-segment ................... (211.8) (7.2) 14.7
Total operations ................. 3,762.0 180.5 183.4 161.3 3,171.8
General COTPOrate:. .. wareimas winn 26.0 8.2 44 1,032.4
Interest eXpense .. « < s s s s (146.9)

Consolidated totals. . ............... $3,762.0 $ 396 $191.6 $165.7 $4,204.2

Year ended December 31, 1992
Building materials ............... $1,841.0 $ 156.2 $ 59.1 $ 269 511223
Pulpiand paper . : ssu aaet s 25 815.1 (76.6) 67.3 163.8 1,291.7
Containerboard and packaging .. ... 5143 (2.9) 349 30.7 572.6
Other.....covvveeervmcenanennns 57.7 7.0 1.4 — 13.9
Inter-segment ................... (192.8) 7.5 1.5
Total OPerations. «.. e v ie casers v 3,039.3 91.2 162.7 221.4 3,008.0
General corporate. ............... (15.3) 1.7 5.6 891.6
Initerest eXPense sun v v so s s (136.6)

Consolidated totals................. $3,039.3 $ (60.7) £170.4 $227.0 $3,899.6

Year ended December 31, 1991
Building materials ............... $1,522.1 $ (41.7) $ 60.1 $ 76.3 $1,034.2
Pulpandpaper .................. 928.7 (11.4) 57.0 110.0 1,191.2
Containerboard and packaging .. ... 406.0 (16.0) 29.9 43.0 503.0
Other ........ ...t 68.1 49 1.5 2 335
Inter-segment ................... (198.7) (2.4) 15.0
Total Operations ... s wos wavene s 2,726.2 (66.6) 148.5 229.5 2,776.9
General 'COtpoTate ... vyes ooy vy wan (62.6) 8.1 11.6 1,045.5
Interest EXPENSe. ..ox <vise aas va ois 61t _(109.7)

Consolidated totals .. ............... $2,726.2 $ (238.9) $156.6 $241.1 $3,822.4

Notes:
(1) Basis of segmentation

(2)

(3

(4)

MacMillan Bloedel carries on an integrated forest products business which involves extensive transfers of raw materials and products among
operations. Accordingly, segmenting of the business by product and service categories involves allocating conversion and other costs and
establishing transfer pricing policies for joint raw materials and other products. Under the policy followed by MacMillan Bloedel, inter-
segment transfers of products, including logs and wood chips transferred from the building materials segment to the pulp and paper segment,
are made at market values. Costs are allocated on a basis which MacMillan Bloedel believes to be reasonable. Other pricing policies and
methods of allocating costs are possible.

Contributions to earnings

Contributions to earnings represent sales of products and services less cost of sales and services, selling expenses and allocated general and
administrative expenses.

Sales of products and services

1993 sales of the building materials segment include the proceeds of log sales. Sales of the building materials segment include the proceeds
of logs and chips transferred to the pulp and paper segment.

Certain 1992 and 1991 figures have been restated to conform with the 1993 presentation.
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Sales Sales to Contributions
originating unaffiliated to operating
in Canada customers from earnings (2) Assets
($ millions)
Year ended December 31, 1993
Canada ...t $ 904.2 $1,572.2 $ 157.8 $1,944.6
United States c.vw sun o s e v vsm s aos e o o 563.8 1,720.8 19.4 1,049.6
BENIODE s s svmip 00 5§ 550 S60.0 055 500 5 bien svee o o 241.2 78.0 2 30.6
Japan andother ............................ 737.8 391.0 8.6 195.8
2,447.0 3,762.0 186.0 3,220.6
Eliminations and adjustments:
INtersSeEMENt . vos vssers sosss potvns v Wit ity S (5.5) (48.8)
General COMPOLALE, ..o « e sans 5us s s 5o G0 26.0 1,032.4
INteTest eXPeNse o v v oiis shm s des 565 5 viom nm (146.9)
Consolidated totals. ......................... $2,447.0 $3,762.0 $ 3596 $4,204.2
Year ended December 31, 1992
CanAa, & 5 o0 i r o 105« e o ere 0aiae sree simiore sis $ 6277 $1.2752 $§ 693 $1,878.2
United States .............................. 519.5 1,392.8 28.8 976.1
Europe...........oo 243.2 755 (.3) 33.1
Japanand other ........... ... ... ... ....... 626.2 295.8 I5.1 163.9
2,016.6 3,039.3 112.9 3,051.3
Eliminations and adjustments:
Inter-segment . ......... B (21.7) (43.3)
General corporate......................... (15.3) 891.6
Interest expense .......................... (136.6)
Consolidated totals. . ........................ $2,016.6 $3,039.3 $ (60.7) $3,899.6
Year ended December 31, 1991
Canada ............. . ... . $ 5389 $1,207.7 $ (46.7) $1,811.6
United States . cone o 5 o swomy oo s s s w0 4 606.4 1,197.2 (22.9) 852.7
L ey a T T 292.0 95.3 ) 31.0
Japanandother ............................ 544.6 226.0 9.4 103.2
1,981.9 2,726.2 (59.7) 2,798.5
Eliminations and adjustments:
Inter-segment ............................ (6.9) (21.6)
General corporate. ........................ (62.6) 1,045.5
Interest expense ................couuei... (109.7)
Consolidated totals. ......................... $1,981.9 $2,726.2 $ (238.9) $3,822.4
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17. Subsidiary companies and jurisdiction of incorporation: (100% owned unless otherwise noted)

British Columbia
Altair Property and Casualty Corporation
Canadian Transport Company
(International) Limited*
Forest Industries Flying Tankers Limited
(57.5% interest)
MacMillan Bloedel Building Limited
MacMillan Bloedel Building Materials Limited
MacMillan Bloedel Parallam Services Limited*
Port Royal Development Limited*
Port Royal Village Developments Inc.*
Vancouver Marine Engines Ltd.
234185 British Columbia Ltd.*
360107 B.C. Limited*
364941 B.C. Limited*
444592 British Columbia Ltd.*

Ontario
MacMillan Bloedel Export Sales Ltd.*

Alabama
MacMillan Bloedel of America Inc.
MacMillan Bloedel Financial Inc.
MacMillan Bloedel Holdings Inc.*
MacMillan Bloedel Inc.
MacMillan Bloedel Particleboard Inc.*
MacMillan Bloedel Radio System, Inc.*
MacMillan Bloedel Timberlands Inc.

Delaware
MacMillan Bloedel (Delaware) Inc.
MacMillan Bloedel (U.S.A.) Inc.
Powell River-Alberni Sales Corporation

Kentucky
MacMillan Bloedel Energy Inc.

Oregon

American Cemwood Corporation (81% interest)
CXC Trucking, Ltd.

*Inactive
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Washington

Fibres International, Inc. (51% interest)

Australia
Canadian Transport Company Pty. Limited*
MacMillan Bloedel Pty. Limited

Barbados
Camarin Limited
Canadian Transport Company Limited
MacMillan Bloedel Finance Limited
MacMillan Bloedel FSC Ltd.

England
Hygrade Corrugated Cases Limited*

MacMillan Bloedel Pulp
and Paper Sales Limited

Hong Kong
MacMillan Bloedel (Asia) Limited

Japan
MacMillan Bloedel K.K.

Netherlands
MacMillan Bloedel (Limburg) N.V.

Netherlands Antilles
Canadian Maas River Investment N.V.
MacMillan Bloedel (Curacao) N.V.*
MacMillan Bloedel St. Maarten N.V,

M MacMillan Bloedel Limited
925 West Georgia Street

Vancouver, British Columbia

Canada VeéC 3L2
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