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In a capital intensive company like Abitibi-Price,
changes feel like lightning. To manage them we
first had to learn how to change ourselves. Change

how we think. All of us. Top to bottom.

b

BERND A KOKEN, CIEATRAIAN ASND CRITEF EXECTTIVE OFF1CER



ABITIBI-PRICE

An integrated Canadlan forest products company - and one of the largest industrial companies In

Canada - Abitibi-Price Inc. is among the world’s largest producers of both newsprint and uncoated
groundwood papers and a major converter and distributor of papers and other forest products.

Headquartered in Toronto, Ontarlo, the Company employs over

- - 15,000 people, operates over 30 manufacturing facllities and over

Contents 100 sales and distribution centres, serving customers around the
2 Report of the Directors world.

“\i e .
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10 Prindng Papers
N ) ) Company manufactures and distributes newsprint to 32 countries,
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18 Envirenment as well as groundwood papers, coated papers, building products,

22 ¥inancial Review lumber, industrial paper products, information processing supplies,

27 Financial Statements envelopes and other home, school and office supplies.

32 Notes o the Finuncial Statements .
i ¢ The Company’s common shares are listed on the Toronto,
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Montreal and Vancouver stock exchanges under the symbol A, and
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FINANCIAL HIGHLIGHTS

(emitlions of Canadian dullars) 1989 1088
Ner sales $ 3,258 $ 3,305
Operating profic 158 370
LEarnings before extraordingry item 54 188
Net earmings 2% 191
Capital expenditures 260 204
Working capital 328 554

Common sharcholders” equity 1,200 1,212

Per commen share

Farnings before extraordinary item S 0.70 3 260
Nert carnings 0.70 2.64
Dividends declared 0.875 1.00
Dividends paid 1.00 1.00
Common sharcholders” equity 17.32 17.50)
Rerurn on average common sharcholders” equity 4,0% 15.0%
L.ong-term debtflong-term debe plus sharcholders’ cquity 26.1% 26.9%
Eamings Per Common Share Dividends Paid Return On Average
Before Extraordinary Items Per Common Share Common Shareholders’ Equity
fafuflars) fdoliirg {pwserntt
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REPORT OF THE DIRECTORS

BY ALL MEASURES, 1989 WAS A TOUGH AND CHALLENGING YEAR
for Abitubi-Price. Tough, because of a sharp drop in carnings and the many difficult
decisions that we made inresponse. Challenging, because we scarched fornew opportunitics
and dircctions that will lead the Company through the decade and into the nexe century.

Following six years of steady gains in sales and
carnings — which culminated in the best vear in the
Company’s history in 1988 — the results of 1989 were
particularly disappointing, While sales remained level,
profit margins were lower in almost all of our
businesses.

Two of the main factors affecting 1989 opcerating
performance were the decline in newsprint prices,
which were squeczed between flat demand and
increascd supply, and a Canadian dollarthatappeared

over-valued compared to the currencies of Canada's

international competitors, 'The strong dollar reduced

Bernd K. Kokew, Chairman and Chief Execrtize OUT CXport carnings while making us more vulnerable

Officer, and Ronald Y, Oberlander, President Lo C()mpctitivc pricing of imp()rts in our domestic
and Chief Operating Officer market.

In addition to the historical cyclicality of our
core newsprint business, we have entered a new cra of global competition and the
dynamics of business for virtually cvery industry have changed.

T'o mecet these new tealities, we have launched an aggressive program to challenge
cvery employee of Abitibi-Price to find berter wavs of doing things to strengthen our
competitive position. This process has meant looking at the Company in a new light -
guestioning the viability of every onc of our businesses and every onc of our strategics.

We arc committed to this process fot the long term. Alchough it may be some time
hefore the benefits become visible, we firmly believe that we are on the righe track.

Some of the immediatce responses to this period of self-examination were particularly
tough ones: we have taken a restrueturing charge against 1989 earnings of $31.2 million to
provide for an announced newsprint machine closure, the expense of associated employee
terminations and the write-off of a self-insulating siding opcration in our Building

Products division, as we work to reduce costs and improve productivity. The result was a



71.7% decline of net carnings from 1988 to $54.2 million. Without this charge, carnings
would have been $75.2 million.

Also, we halved our dividend o beteer reflect our profit position and to maintain our
ability to make investments required for the future.

On a positive note, we streamlined senior management and prepared for the future
with a reorganization designed to ensure strong lcadership over the long term. Ron
Oberlander — formerly head of the Diversified Group — has been appointed President and
Chicf Opecrating Officer. Ken Stevens will head the Diversified Group, and Linn
Macdonald will lead the new Paper Group —a group which now combines our newsprint
and printing papers businesses.

There were a number of positive developments during the year which should open up
solid new long-term opportunitics:
® In response to a growing public concern over the volume of old newspapers in the
waste system, we announced the conversion of part of our newsprint mill in Augusta,
Georgla, to reeyceled fibre and are studying a similar opportunity in Ontario;
®  Weare studying and pursuing a joint venture to build a reeyeled-fibre newsprint mill
at Garweosh, Scotland — a move which would give us a solid foothoeld n the European
€Conomic ¢community;

*  Wesigned a protocol with the USSR to study the development of a pulp and paper
operation near Leningrad — a significanc foray into a totally new and under-supplied
marker for Abitibi-Price.

Looking ahead, we sce little sign thac profits will rebound in 1990, Bur we believe that
we will make further strides in improving our compedtive position. As we face new
challenges, we are heartened by the commitment of our dedicated employees, by the
quality of our operations and businesses, and by the stability of our financial position.
While we may shift stracegies and take new directions, those strengrhs will remain

fundamental to the suecess of Abitibi-Price.

On behalf of the Board of Directors,

Bernd K. Koken
Chairman and Chief Fxecutive Officer

Toronto, February 19, 1990






” DAWM IN THE FOREST.
A NEW BEGINNING FROM WHERE IT ALL BEGINS.
IT ALSO SIGNALS A NEW BEGINMIMG FOR US AT ABITIBI-PRICE.

- 44

Our number one priority was very simple:
managing change.

., But not just change itself...

iIt's the extraordinary rate of change we've had

! g g to manage. Look at recycling.

; It wasn'l even an issue last year. Now it's a priority.
In a capital intensive company like ours,
changes like recycling feel like lightning.

Te manage them we had te learn how to change
ourselves. To change how we think.

So we could be faster off the mark... more flexible.
Like grabbing a good idea when it turns up.

Like providing a system that welcomes ideas.
Even if they fail?
There's only one thing anyone in this company should say
about an idea that fails: good try.
And please, try again.
You bet. Look, we're not all the way there yet,
but it's working. We got some fresh ideas
and we turned them into sound, aggressive strategies.
I'd like the people directly responsible for those
strategies to justify them. Right here, in this report.
On the principle that if you're responsible for it,
vou stand up for it.
That's the spirit.
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A conversation between Bernd Koken, Chairman and CEO

anad Eieen Mercier, Vice-President, Corporale Development




NEWSPRINT

THE MARKET CONDITIONS OF PRICING PRESSURES AND FOREIGXN
exchange factors reduced newsprine sales and lowered our profits in 1989,

As we look ahead, we belicve these marker pressures will continue for the next vear
or so and that we are unlikely to sce any rebound in sales and income in 1990, But while
we cannot make an impact on external facrors, we can make an impact —and a positive one
—on areas within our control.

We can make an impact on our own operating performance — our productivity, product
quality, and cost effectivencess. We can also control our marketing strategies, and capital
expenditure and expansion programs.

In 1989, our people made solid progress inidentfyingarcas for potential improvements,
Hd"lp[in}'_'; strategies to respond to the new realities of the marketplace, and seuting the stage
for increased profitability over the longer term,

Initiatives taken during the yvear led to the implementation of a wide range of operating
improvements: reduced use of chemicals, increased yield of pulping processes, greater
usc of off-pcak power, posiuve changes in logging and road construction methods,
machine efficiency improvements, and a reduction in the use of costly kraft pulp. "To this

list, we can add several important capital projecrs

Newsprint
Net Sales which were completed in 1989 — a new grinder
fmilhons of dollars)
1258 loading facility and modcrnization of our No.l
FLL) R N
109 ——— newsprint machine at Chandler, Quebec, and a new
1039 1059
— - I'MP rejeet refiner at Grand Falls, Newfoundland.
Theseimprovements, which are makingus more
cost efficicnt and more comperitive, are helping to
oftsct further crosion of our profic margins, and we
will continue to scek out and act on such initiatives
in the vear ahead.
L L] L ] L] -
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Our strategics were scrutinized carcfully in 1989, and we believe they are sound. On the
onc hand, we will reduce capacity and downsize operations as required inarcas of declining
demand. On the other hand, we will proceed wirh new projects that make sense in terms
of proxtmity to key markets, and in terms of ourability to take advantage of local conditions
to become low cost producers and market leaders.

T'hus, we are procecding with confidence with our Alabama River Newsprint joint
venture — which remains on schedule and on budget, and which should come on stream
as planned in 1990.

While we expect overall newsprint demand to remain flat over the near term, there is
onc arca of increasing demand: the market for recyeled products is growing — propelled
by consumer environmental movements and by new legislation which calls for increased
usc of recycled products in a number of the jurisdictions we serve. We are planning
significant investments to encer this market — with the joint venture thatis under study in
Scotland, our intentions to use recyeled fibre in Ontario, and our new deinking facility at
Augusta, Georgia, which should be operational by the end of this year.

While profits will not bounce back in the nearterm, the new Paper Group will continue

with its newsprintstrategy in the vear ahead —ro seck
Newsprint
Operating Profit

- el e ~ 21 . ~{¥, - P vy
out operating improvements in an cffort to enhance mhomsof ol

- . . . 250
performance while building for a healthy and
successful future,
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THE EMERGENCE OF RECYCLING
HELPS U5 TO SEE QUR CUSTOMERS NEEDS IN A NEW LIGHT
AND REDEFINE OUR PRODUCTS.

94

We were astonished how quickly the recycling
of newsprint grew from a murmur to a major issue.
No more astonished than us.

When | asked you - when? — in the summer of ‘89,
what Abitibi was going to do about giving us recycled paper,
you said you were well aware of the pressure.

You had to be deaf and blind not to know
recycling was here 1o stay.

Too many states hke Florida and Connecticul already
had fegislation in place.

Then you told me Washington itself had tabted
legisiation proposing to tax virgin newsprint by 1992,
The District of Columbia is typical of cities that rushed
to keep newspapers out of landfills.

They have trouble selling what they now collect.

So they've turned the pressure on us.

Which meant if we wanted to keep our markel share
with good customers like you, we had to move.
We’'ve been pleased how quickly you're managing.

Recycled newsprint from your Augusta mill
by late this year. That's very helpful.

It's a start.

29

A conversation between Boisfeuilliet Jones, Jr..
Vice President and Counsel, The Washington Post,
and Ed Sparks., Manager. Sccondary Fibre Procurement. Abitibi-Price
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PRINTING PAPERS

WHILE WE MANAGED TO INCREASE OVERALL PRODUCTION AND
sales of printing papers in 1989, our results were neganvely affeceed by the same factors
that have beset newsprint —oversupply, pricing pressures and the strength of the Canadian
dollar. Added to those problems were production difficulties and low efficiency fevels at
JTonquicre, Quehee, and a deterioraring sales mix at rhe Provincial Papers division, our
coated papers mull in Thunder Bay, Oncrio.

We have been responding to the changing environment by repositioning our printing,
papers husiness to facus on high quality and specialty niches. [n our pursuit of these goals,
1989 represented a vear of considerable achievement,

In our assessment of the business environment for our industry, we scee continucd
softening of demand for the lower value grades of groundwood papers, essentially because
of newsprint oversupply. The Groundwood Papers division continues to shift awav from
these lower value grades.

Demand remains strong for high quality directory papers, forms papers and our
supcrcalendered grades ~ including our trademark Kenogami wsoP product, for which

high quality targets were attained 1n 1989.

Printing Papers At Alma, Quebece, we converted a second
Net Sales
(mildians of dnttirs) newsprint machine to have the capacity to produce
508
434 e I . .
— 58,000 tonnes of high quality directory papers at «
410 cost of $42 million. T'he start-up was successtul,

a7s 3s8s e
—— demand is good, and we anticipate operating at full

production levels in the vear ahead.
In addition, we took an important step forward in
our ¢nvironmental improvernent program by adding

a new $8 million clarifier ar Beaupré, Quebcee.

B85 86 87 =} 89



At Provincial Papers we rebuilbe the No. 8 paper machine and one off-machine coater ata
cost of $37 million, with the result of an addition of 20,000 tons of capacity, and a quantum
lcap in quality capability for the years ahead.

The Provincial Papers division’s performance should improve considerably becausc
of increased capacity, a new ability to produce at top North Amcerican quality levels, rhe
addition of five new products, and cfforts to improve distribution in che United States.

All of our printing papers mills will benefic from improved production efficiencics
achieved during 1989 and planncd for 1990. Based on the major projects at Alma and
Provincial, we believe that we can renew the upward profitability trend for printing papers,
cven though we do not expect pricing to improve in the shore term,

By repositioning producr lines to quality niches and adapting our distribution policies
accordingly, we are enhancing our competitiveness in the North American market and
cnsuring continued viability in the free trade environment. We believe these strategics

will propel our printing papers business and improve our prospects through the mineries.

Printing Papers
Operating Profit

{amilltons of dollars)

57

49
47

18
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THE WET END OF OUR GIANT PAPER MACHINE AT AUGUSTA. GEORGIA,
S00N TO BE ROLLING OUT RECYCLED NEWSPRINT
AT 3800 FEET PER MINUTE.

(44
We’'re on the line down here, that's for sure.

Committed to getting a recycling process up and running

in just over a year.
s worked together well.

Look, we've aly
We've got an efficiency record that brought our man hours

per tonne down to one pomnt eight.

That's alf going to help.
It's going to take all the efficiency and teamwork
we've got and then some. We're looking at
a six-part process: re-pulping, re-screening, cleaning,
removing the ink, re-screening again, then de-watering,
We're looking at $27 million worth of work.
Talk about a value driver.
We said we'd do it. We promised an ability to recycle up to
2b% of secondary fibre by the end of the year.
You know, they're all watching what we do here.
Head office. The whole industry.
We ro taiking November,
Do you doubt it?
Not for a minute.

%9



DIVERSIFIED GROUP

THE OPERATING PHILOSOPIY OF THE DIVERSIFIED GROUP IS
to become a top performer in cach of its business segments (we like to sav “the best™) and
subscquently grow to become a signiticant plaver (“the biggest™). Since its formanon, the
Group has maintained a healthy mix of strong internal growrh and an aggressive acquisition
program.

Partof the Group's strategy ts growth through acquisitions that have svnergics with our
existing businesses. This growth is followed by penods of consolidation, where carnings
growth will surpass sales growth, but more importantly management will develop new
capabilitics, given our new size, t utilize during the next acquisition phase, During the
1989 consolidation phasc, when all four divisions operated in difficult markets, we

achicved respectable sales growth and maintained the record proficlevels reached in 1988,

(s b /4o Our Distribudon division reduced expenses, improved assct

management and strengthenced its management seructure. Improved warchouse lavouts

enhanced distribution capabilities and cfficicncices, as did svstems refinements.
Iixternally, the division improved its sources and sales in the United States and

launched a “Performance Quality™ program ro boost productivity and customer service.
In 1989 sales increased over 1988, but profit margins were under pressure and carnings

declined. While difficult markets continue, the above ininatives are expected o help

carnings improve in 1990,

Diversified Group

Net Sales OF[ice Forodyes o Organization changes

(emillrons of dollars)

1507 designed to strengthen turture performance

181 T characterized the division in 1989,

1301 Our distributors of information processing

products, Azerty and Axidara, significantly increased

| B

o7 sales, bur ar a slower pace than in previous years,
Iiarnings were enhanced because of the efficiencies
of reduced manpower, fewer distribution centres,
rationalized product lines and improved sales and

marketing programs,

85 B6 BT ;13 B9



Although the Jafte Stores project to create and implement o supermarket approach to the
retatling of office products continued, our prospects for Jaffe’s to become a top performer

were not positive and we are considering the possible sale of the business.

(owceried Prodacss Al three business units in this division made operating
improvements and placed greater emphasis on the producton of recveled produces. A new
paper towel-making machine at Price Wilson greatly inereased capacity and set the stage
for penetration of the Unired States marker, Hilrov improved elfliciency with sophisticared
software that integrates activines from order receipt to shipment. Innova successfully
streamlined its administration and stafling requirements,

Both sales and earnings of the Converted Products division were higher in 1989, 'This

rrend is expected to continue in 1990,

Buildine Prodecss Although sales were flar, amid declining housing starts and
a soft repair and remodcelling marker, the division was able ro inerease its marker share in
its pancling, millwork and siding businesses. Inaddition, cach business unitwas restructured,
profit centres were established, and product lines were concentrated to position the
division for future growth and expansion opportunitics while controlling costs.

Building Products stands apart from the other business units in the Company wich ity
focus on the construction industry. For this reason, we thoughrt it possible that this
business unit might have a berwer future as part of an

Diversified Group

organization with a similar focus. Accordingly, the Operating Profit

torlfions of dallary

division was offered for sale during 1989, However,

63 a4
the offersreccived did not match the value we believe 60
the business can gencrate in our own hands,
In 1990, we will manage this business independ- a6

ently from the Diversified Group and expect sales [
and carnings to increase,

[ ] L ] L] - o
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AS SUCCESSFUL. SERVICE-MINDED MERCHANTS.
WE DRING INNDYATION AND ORDER TO
OUR NETWORK OF SUPPLIERS AND CUSTOMERS

4

First off, we had to be careful of complacency.
You mean why bother changing if we're doing so weli?
Sure. But we're the link between our suppliers
and customers. And our market analysis confirmed
that some of them could get badly squeezed
in the 90s. Toc much fat in the channel.

Too much cash tied up.

We need to help them to be more competitive.
Not fust for their sake. For our own,

We've been leaders long enough to know
there’'s only one sure way through the 90s.
Heep your eye on your customer’s bottom line.

If he's okay, you're okay.
€ he's not, look out.

We can do that by continuing to piay
the true merchant's role. For instance. we can minimize
inventory dupfications in the channel.

We could centainly manage our assets better.

I mean everybody's ... ours, our customers’

and our suppliers”. And to help pull it all together,

we could have computers
plugged right into both their back doors.
Stuff like that.
Plus a little something we’'ll keep under wraps for now.
Our quantum leap.
Our quantum leap.

%9

A conversation between Henry Hildebrand. President,
Distribution Division Il. {Diversified Grougp),

and Domemic Rubino, Vice-President. Barber-Eliis Fine Papers
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ENVIRONMENT

OF ALL THE EXTRAORDINARY PITENOMENA THAT TRANSIFORANED
our world in the eighties, the upsurge in public awareness of environmental issues drove
a particularly powerful message home to us at Abitibi-Price.
Contrary to popular belief — which has singled out the forest preducts industry as a
major environmental villain - our industry has a pretey good environmental record. The
wastes and effluents thae actually leave our mills are
OUR POLICY: largely natural and biodegradable. And so, of course, are
1/ ensure that all healthand en-  our products, which can also be reeyeled. Furthermore,
vironmental hazards associated  our resource is renewable, and Canadian forest
with our operations are identi- management practices are sound.
fied, assessed and minimized; Butwhile the industry record 1s quite positive —and
while our Company has every reason to be proud of our
efforts over the vears — we know that we can do even better. And every emplovee has a
responsibility todoso—aresponsibility toour sharcholders, customers, and the communities
we serve.
So, in 1989, we ook two significant new steps to mect this responsibilicy.
First, we underlined our commitment to sustainable development and environmental
management by developing a strong and far reaching environmental policy for Abiabi-
Price —a policy which extends to all our activities and all
2/ apply effective environmen-  our emplovees. This policy is intended o frame all of
tal procedures in all of our ac-  our operating activitics and stratcgic decisions with
tivities and ensure compliance  an increasing sensitivity to the environmental
with atl environmentallaws and  considerations.
regulations; And second, we put the policy to work by forming a
senior management committee to review all aspects of
ouroperations, communicate our goals, and establish and monitor new treatment standards
at all our mills — in consultation with local management and employvees, as ecach mill s

responsible for its own environmental programs.



As we work internally on environmental improvements, we are also working externally -

we have indicated w povernments ar all levels our
commitmentand willingness to work with them as they
develop sound policies for sustainable developmentin
Canada.

While wking a lcadership position with our
environmental policy during the vear, we also plan o
make major moves into recycling, with the venture we
are studying in Scotland and the new deinking facilicies
that we arc studving in Ontario and building in Georgia,
In addition, we are reviewing other nulls for possible

conversion.

3/ work cooperatively with
governments at all levels, with
industry associations and with
others toward the development
of natural resource management
and environmental protection
strategies that are scientifically

and economically sound;

Reeyeled products represent a new and growing market, so it certainly makes good

business sense to enter and serve thar marker, But recyeling represents a substantial

investment, and ic may be some vears before we begin to
sce a significant financial return,

T'he increased cost of enhanced eftlucnt treatment
zocs straight to the bottom line, and we may neverscea
rerurn on ourinvestments in thisarca. Indeed, inereased
focus on this arca may curail expansion plans over the
next few vears, as the economic feasibility of every new
investment must be vigorously assessed in light of these

COSLs,

4/ support the research. de
velopment and impiementation
of technoiogies which will
reduce the environmental im-

pact of our activities;

But those arc the realities and the costs of doing business in our industry today. And

theyare the realities ef our role as a responsible corporate
citizen, We fully recognize that che Company's long-
term health and viability is tied direetly to the health
and viability of the communities it serves, and of the

torests, We are prepared to pay the price.

5/ communicate our environ-
mental policies and programs
to all employees and other in-

terested parties.

18



REGARDLESS DF WHERE EMPLOYEES LIVE ANO WORK,
WE STRIVE TO PRESERVE
THE SAFE. CLEAN ENYIRONMENT WE ALL CHERISH.

44

Papa, what is Abitibi-Price doing about
the environment?
I don’'t know everything, but here at Beaupré
we have installed scrubbers which have cut
smokestack emissions a great deal.
When you were a kid,
you could swim in the St. Lawrence River.
Yes.
Will | ever swim there?
We think so and to help, a clarifier is installed here
to treat the effluent solids in the water we use.
What good is that?

It does two things. It takes waste from our water.
Then the recovered solids are burned in our boiler,
saving energy. With the new waste water
treatment plants in Quebec City and everyone trying —
even you and your friends — we can swim there again.
How much money has been spent by the company?
Last year, we spent over $9 million right here.
Then you belleve Abitibi-Price is doing its part?

I could not work in a place that wasn't.

b

A conversation between Valéry Lessard, a 14-year-old student,
and her father. Yves Lessard. an electrician

at our Beaupre, Quebec, mill.
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FINANCIAL REVIEW

(v i v Sales of $3.3 billion tor the vear 1989 were approximately rhe same as
1988 and compare with $3.0 billion in 1987, However, net carnings of $54.2 miltion or 70
cents per common share reflected a major drop from $191.1 million or $2.64 per share in
1988 and $125.7 million or $1.70 per share in 1987, Farnings for 1989 include a restructur-
ing charge of $31.2 millton which is referred to below. Without this charge, after-tax
carnings for the vear would have been $75.2 million or $1.00 per common share. Net carn-
ings for 1988 included an extraordinary gain of $2.9 million resultng from the sale of land
in South Carolina, U.S.A There were no extraordinary items in 1989 or 1987,

T'he restructuring charge consisted of the write-off of an old newsprint machine at
Grand IMalls, Newfoundland which is to be permanently withdrawn from production in
carly 1990, a provision for emplovee termination costs relating to that closure, plus the
write-off of the asscts of a discontinued sclf-insulating hardboard siding operarion at the
Company's building products plant in Alpena, Michigan.

Apartfrom the rescructuring charge, principal causes of the drop in 1989 carnings were
significant declines in operating profits from newspring, groundwood papers and coated
papers. Common to the first two business segments in particular was the cffect of the
ongoing dechne in the Canadian value of the US. dollar which, despite the degree of
protection provided by the Company's hedging program, has continued to have a negative
impact on carnings. In 1989, the U.S. dollar averaged Cdn. $1.184, down 4% from $1.231
in 1988 and down 11% from $1.326 in 1987,

Newsprint sales in 1989 cotalled $1.1 billion, compared with $1.3 billion in 1988 and
$1.2 billion in 1987, Operating profit showed a major decline to $78.9 million in 1989 from
$250.1 million and $194.9 million in 1988 and 1987, respectively, Inaddition to the effect
of rhe fower value of the U8, dollar, the drop in 1989 sales and operating profic trom 1988
reflected the reducrion in sales volume and price discounting which have resulted from
new capacity coming on the markeo while demand has remained flac IFrom 1987 to 1988,
newsprint sales and operating profit improved because of higher shipments, price in-
creases in most markets and the benefis realized from capital invested in the moderniza-
tion of production facilitics,

It is expected that cthe unfavourable supplyv/demand situation, with the artendant
pricing pressures, will continue and the Company is not expecting any improvement in
sales in 1990, However, in the manufacturing arca. which is within the Company’s control,
steps were taken during 1989 o introduce a wide range of improvementes which will lead
to increases in productivity, product quality and cost effectiveness. These include the
reduced use of chemicals and costly krafe pulp, an increase in the vield of the pulping
operations, and capital expendicures to modernize machinery and processces.

The Alabama River Newsprine jointe venture, which is referred o in Note 2 to the
financial statements, is on budget and construction is expected w be complered in 1990

as scheduled.



In recognition of growing cnvironmenta) concerns and the chrust towards the use of

reeveled products, the Company has announced definite steps in the area of recyeled
newsprint, Tt has alrcady announced the instillation of a deinking factlicy ac ity joint
venture newsprint mill in Augusta. Georgia, which should be in operation by the end of
1990; 1 1s srudying the use of recveled wood fibre aca mill in Ontario; and 11 is studving
the feasibility of a partership to produce newsprine from reeveled paper at a mill to be
built in Scotland.

Sales of groundwood papers increased o $363 million in 1989 from $343 million 1n
1988 and $279 million in 1987, whilc operating profit o $23.3 million for the vearcompared
with $344.0 million and $11.7 million in 1988 and 1987, respectively. The increase in 1989
groundwood papers sales was essentially due to an increase in capacity which hecame
available at the beginning of the vear with the conversion of a newsprint machine to the
production of dircctory paper at the Alma, Quebec. mille THowever, operating profit
showed a significant drop in 1989 for the same reasons as newsprint — over-supply with
pricing pressures, plus the decline in the Canadian value of the U.S. dollar. In addition, the
Company suffered production problems and low efficieney levels ac its Jonquicre,
Quebec, mill The improvement in groundwood papers sales and operating profit from
1987 to 1988 was primarily the result of favourable market conditions which permitted
near-capacity operations and improved prices. In addition, 1988 represented the first full
vear's sales of the Company's new clav-filled supercalendered paper. These posidive
factors more than offsct the negatve effect of the decline in the value of the ULS. dollar
from 1987 1o 1988,

The outlook for groundwood papers in 1990 is mixed.

A continued softening of demand tor the lower value
Average Exchange Rates

EXT N i € arnvadlicate dllan g

grades is expected because of the oversupply of newsprint.

However, demand should remain strong for high quality

dircetory papers, forms papers and supercalendered grades, 140

and the Companv s expected to benefie from reposition-

ing itself to place the emphasis on these grades as well as

from actions taken during 1989 to improve production et~

ficicncies, 130
At 5145 million. sales of coated papers in 1989 com-

pared with $151 million in 1988 and $131 million in 1987,

At the same time, however, 1989 showed an operating loss

of $7.6 million, as against operating profits of $1.3.4 million 120

and $6.7 million in 1988 and 1987, respectively. "The drop
in sales and the operating loss in 1989 were due to IR

weakening of Canadian demand, increased competition

as 1) ar 2] B9
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from outside Canada, and the loss of production during the rebuild of a paper machine and
an off-machinc coater ar the mill in "Thunder Bay, Ontanio, The improvement in coared
papers’ 1988 results over 1987 was atrnibutable to increased demand for the Company’s
grades of paper, which resulted in record preduction levels and higher prices.

Although it is not antcipated that prices for present grades of coated papers will im-
prove during 1990, it is expected that the inercased production from the rebuild of the
Thunder Bay paper machine plus the introduction of new grades will return the operarion
to profitabilicy.

Sales of the distribution, office products and converted products segment of the
Company's operations climbed to $1.4 billion in 1989 from $1.3 billion in 1988 and $1.1
billion in 1987, while 1989 opcrating profit of $49.3 million compared with $31.9 million
in 1988 and $43.3 million in 1987, "I'he increase in sales in 1989 reflected the full vear’s
inclusion of the resuls of six businesses that were acquired in the Tast half of 1988,
However, operating profic declined because of competitive pressures which foreed a

reduction in prices and profit margins in the distribution seetor. T'he improvement in sales

referred to above and the installation of new high-speed ¢quipment to improve produc-
tivity and reduce coses in the convered produces secetor.

I'he outlook for the operation of the Company’s distribution, office products and con-
verted products segment in 1990 1s one of increased profiabilicy flowing from programs
involving reorganization and ranonalizaton, as well as from new cquipment installations.

During 1989, the Company announced its intention to seck a buver forits U.S. building

products division, but subscquently announced that
it would keep the operation as offers from potenual
Net Sales By Market

Fperresty

buvers did not mecer certain conditions and did not
retlect the true value of the business. Sales of $193

HIE 1 Qo et 0 C 11l 1 [
United States million in 1989 comparced with $198 million in 1988

52% and $222 million in 1987, whilc operating profit was

Canada

| Offshore 1% $14.4 million, versus $11.4 million and $16.3 million
| T%

in 1988 and 1987, respectively. Although housing
starts tn the ULS. marker declined through the period
from 1987 to 1989 and accounted for a major part of
the fall-oft in operaung profivin 1988, in the period

from (988 to 1989 operating profit rose because the

effcct of reduced housing starts was more than offser
by the resules of a successful program to contain costs
and reduce overheads. Tois expected thar the effects
ol this program will lead to improved operating pet-

formance in 1990,



Interest expense charged to carnings in 1989 was $44.1 muillion, compared with $51.4
million in 1988 and $41.9 million in 1987, Interest through the period benefited from the
favourable cffeet of the declining TS, exchange rate on that pare of interest which was
pavable in U8, funds. T'his, plus an increase in the amount of inrerest which was capital-
ized, explains the drop in the amount of interest charged to carnings from 1988 1o 1989,
However, from 1987 to 1988, the favourable effecr of the lower U8, exchange rate was more
than offser by a reduction in the amount of interest which was capitalized and by higher
interest charges associated with an increase in the average amount of long-term debe
outstanding. Capitalized interest in 1989 was $9.6 million, compared with $6.1 million 1n
1988 and $9.0 million in 1987.

Otherincome, netof expense, amounted to $15.8 mitlion in 1989, compared with $16.4
million in 1988 and $11.3 million in 1987. T'he decrease from 1988 to 1989 was acnibutable
to lower interest carned on short-term investments as the amount of surplus funds
temporarily placed in such investments was reduced to zero during the vear. "The effect
of this was partallv offsct by interese received in the secdement of an insurance claim
relating to the flooding of a powerhouse and dam serving the newsprine mill ac Grand IFalls,
Newfoundland, and by a reduction in forcign exchange losses as a result of the Company’s
hedging program. "The increase in other income from 1987 to 1988 was principally due to
interesrcarned ona largeramounc of surplus funds temporanly placed inshort-term invest-
ments.

The effective tax rate in 1989 was 459 compared with 419 in 1988 and 449 in 1987,
The increase in the 1989 rate was primarily due to the effect of the lower ULS. tax rate on
loss operadions in that country, while che reduction from 1987 to 1988 was mainly

atcributable to lower tax rates introduced with rax reform,

[ororee st cotd Joo il i i s d s Over the three-year period from 1987
to 1989, the Company’s cash position declined by $43.0 million, from $11.8 million at the
beginning of 1987 to a deficit of $31.2 million at December 31, 1989, as cash derived from
operations, new financings and other sources was exceeded by expenditures on capiral
projects, long-term debr repavments, the retirement of the Series A and C preferred shares,
investments in new businesses and sharcholder dividends.

[n 1987, the Company borrowed U8, $150 million in the form of a svndicated seven-
vear floating rate term loan, reatizing Cdn. $197.2 million which was used to reduce short-
term indebredness and augment working capital.  In that same vear, a 51%-owned
subsidiary, Gaspesia Pulp and Paper Company Led. borrowed US. $25 mitlion in the form
ot a floating rate revolving loan, realizing Cdn. $32.6 million, which was used to finance its

capital program.
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In 1988, the Company redeemed its U.S. $50 million Scrics [ Debentures ata cost of Cdn.
$60.2 million: and in 1989, Gaspesia repaid its 1987 loan ata Canadian funds cost of $29.6
million and borrowed U8, $24.5 million from another source under more favourable
conditions, realizing Cdn. $28.9 million.

In the latter partof 1988, the Company negotiated amendments to its 'T'rust Indenrure
in order to update it to current pracrices. In exchange for the elimination of incremental
debt issuance wests, the floating charge on assers and certain other covenants, the
Company agreed to increase interest rates on the Series Fo G and I Sinking Fund
Debentures by Mz of 1%, with effect from December 19, 1988,

The Company's capital expenditures are primarily directed toward improvements in
productivity and quality and the manufacture of higher-value products. In 1989, capital
expenditures totalled $260.1 million, comparcd with $203.8 million in 1988 and $256.6
million in 1987, Capital expenditures in 1990 are expected to approximate $150 million.
which will be financed by cash flow from operations and addidonal borrowing. "'he
Company’s capital expenditures program is designed with a degree of flexibility so thac it
can be wailored to fit the funds available.

Faur quarterly common share dividends were paid in cach of the three vears, toalling
$1 pershare in 1989 and 1988 and 00 cents per share in 1987, Dividends declared during
the penod totalled 87.5 cents in 1989, $1in 1988 and 70 cents in 1987, Differences between
dividends paid and dividends declared for the years 1989 and 1987 are due to the fact that
the dividend declared in the fourth quarter of a yearis paid in the first quarcer of the vear
following. At the time of the fourth quarter dividend declaration in December 1989, the
guarterly dividend rate was reduced from 25 cents to 12.5 cents, effective with the
payment made in January 1990; and when the fourth quarter dividend was declared in
[December 1987, for pavment in January 1988, the quarterly rate was raised from 15 cents
to 25 cents.

While the Company's cash requirements have been miet mainly by funds generated
from operations and, when necessary, from new long-term financings, for Liquidity
purposcs the company has a policy of mainwaining sufficient bank lines of credit to cover
temporary exera demands for cash, Qut of a total of $255 million of such lines of creditwith
several banks, $242.7 million remained unused at the end of 1989, Ulnder a commiercial
paper program which the Company had arrunged during the last half of 1989, 1t can issue
short-term promissory notes up to a principal value of $200 million. Ac December 31, 1989,

the amount of such notes outstanding totalled $124.1 million.

Cwiied Neawro GAVE Ravowerlrwires The Company's financial statements
have been prepared inaccordance with generally accepted accounting principles in Can-
ada and conform in all material respects with those in the United States, except as noted

in Note 18 to the financial statements.



CONSOLIDATED EARNINGS

AA0ImBI-PRICE

Year ended December 31 1989 1988 1987
(milfions of Canadian dullars)
Nert sales $ 3,257.7 $ 3 304 5 $ 2 988 (J
Cost of sales 2,706.5 2,.566.2 2,385.1
Selling and administrative cxpenses 275.0 257.8 234.1
Dcpra..cnanon and dcplctwn 118.1 110.4 97.4
3,099.6 2,934.4 2, 716.6
Operating profit 1881 370.1 2714
Interest cxpense — long-term (note 14) {37.4) (50.5) (39.%)
— short-term {6.7) (0.9) (2.6)
Restructuring costs (note 4} (31.2) ~ -
Other income and expense — net (note 5) 15.8 16.4 11.3
98.6 335.1 240.8
Iﬂ,omg taxes (note 6) 44.7 137.9 106.7
53.9 197.2 134.1
Mmorlty Interest ) 0.3 (9.0) (3.4
Earnings before extraordinacy item 54.2 188.2 125.7
bxtraordmary item (note 8) - 2.9 -
Net earnlngs 54.2 191.1 125.7
vamon for dividends on pn.fcrrcd shares 5.7 7.8 8.1
Net carnings avallablc to common 5harch0|dcrs 5 48.5 $ 1833 $ 1176
Per C;nrn;lghare-; N a o - T
Earnings before exrraordinary item s 0.70 $ 2.60 $ 1.70
Net carnings 0.70 2.64 1.70
Dividends declared 0.875 1.00 (L70
Weighted average number of common
shares outstanding (mirllions) 69.3 9.3 ()9 2
CONSOLIDATED RETAINED EARNINGS
Year ended December 31 1959 19858 1987
frailitons of Canadian doflars)
Reuained earnings at beginning of year s 950.2 $ B2 $ 7689
Net carnings 54.2 191.1 125.7
1.004.4 1 027. 3 894.6
Amalgamation adjustment - - (1.8
Dividends declared -
Preferred shares (5.7} (7.8) (8.1}
Common 5har(_:, (60.6) (69.3) (48.5)
Retained eamings at end of year 5 938.1 $ 950 2 $ 8362




CONSOLIDATED BALANCE SHEET

December 31 1989 19885

fmilltons of Canadian dollars)

ASSETS

Current assets

Cash and short-term investments 8 - $ 44.6
Accounts receivable (note 10) 383.2 424.2
Inventories (note 11) 433.1 4154
Prepaid expenses 27.6 26.3

Fixed assets

Property, plant and equipment 24246 2,236.4
Logging equipment and development 102.4 99.4
Timber limits und water power righes 25.7 25.7
‘ 2,552.7 2.361.5

Less — uccumulated depreciation and depletion 1.017.0 932.9
1,635.7 1,428.6

Other assets

Interests in newsprint jeint ventures (note 2) 100.6 96.1
Deferred pension cost 63.7 45.7
Goodwill 58.7 63.4
Long-term reccivables, investments and other assets 58.5 86.3
281.5 291.5

$ 26611 $ 26306

Vhe financial statenents have been approved by the Board:

O ilery PHLY W

Director Director



December 31 1989 1988

{miilions of Canadian dellars}

AHoms-PRCE

LIABILITIES

Current liabilities

Bank indcbtedness 5 31.2 $ 7.1
Notes payable (note 12) 124.1 -
Accounts pavable and accrued labihties (note 13) 307.5 284.7
Income taxes payable 10.9 15.6
Dividends payable 9.3 18.6
Long-term debe due within one year (note 14) 33.3 0.5
R T A ases
Long-term debt (note |4) 435.4 488.8

Unrealized gain on translation of fong-term debt

payahle in U.S, funds 2.2 2.6
Deferred income taxes 434.0 412.8

Minority interest 41.8 421

SHAREHOLDERS EQUITYY

Stated capital (note 15)
Preferred Shares -

Serves A — ni| shares
(1988 - 126,760 shares) - 6.3
Sertex & — nil shares
(1988 — 1,500,000 shares) - 75.0
Serves F — 2,706,450 shases
(1988 — 2,964,419 shares) 311 34.1
Common Shares - 69,266,738 shares
(1988 — 69,265,550 shares) 262.2 262.2
Retained earnings 938.1 950.2
1,231.4 1,327.8
S 2,661.1 3 26306
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CHANGES IN CONSOLIDATED CASH POSITION

Year ended December 31 1989 1988 1987

{mitlions of Canadian dollars)

Operating Activities

Earnings before extraordinary item $ 54.2 £ 188.2 $ 1257
Depreciation and depletion 118.1 1104 97.4
Restructuring costs (note 4) 23.2 - -
Deferred pension cost {10.5}) {6.8) (12.3)
Goodwill 3.5 2.0 1.8
Deferred income taxes 26.8 105.6 46.3
Minonity interest {0.3) 9.0 8.4
Other (0.1) (14.7) (4.5)
214.9 393.7 262.8
Change in operating working capital (note 9) 40.1 (30.8) (16.4)
- I o 255 (7)7 . 3162.9 N _24() 4
Financing Activities A
Issue of notes payable - net 124.1 - -
Issuc of long-term debt 29.3 - 2298
Repayment of long-term debe {66.1) (95.6) (28.6)
Retirement of preferred shares {84.4) (5.6) (1.8)
Other 0.4 .o 0.2
3.3 (100.2) 199.6
investment Activities o - o
Acquisitions - (82.9) -
Bank indebredness of acquired businesses - (1.2) -
Consideration represented by loans payable - 14.9 -
- (69.2) -
Investment in newsprint joint ventures (3.3) (12.2) -
Investment in cquity interest - (35.8) -
Additions o fixed assers (260.1) (203.8) (256.6)
Government capital grants and
investment tax credits 1.1 8.5 24.3
Decrease in long-term reccivables 13.2 3.0 4.4
S Oder @n _aiy a5
{251.3) (320.8) (223.4)
Dividends Paid o
Preferred sharcholders (6.4) (7.7) (8.0
Commaon sharcholders {69.3) {69.3) (41.6)
Minority sharcholder of a subsidiary company - (12.2) -
- - T s 89y (49.6)
Cash - {Decrease) increase (68.7) (147.3) 173.0
— Beginning of year 37.5 184.8 11.8
— End of year ' s (312) § 375 8§ 1848

Cash comprises cash and short-ierm invesiments, less bank indebsedness.



CONSOLIDATED SEGMENTED INFORMATION

Year ended December 31 Inter Depreciation Additions ABinBrPRICE
(mstiioms of Canadian doflars) Sales To  Segment Segment And Operating  To Fixed Total
Customers Sales Sales  Depletion Profit Assets Assets
BUSINESS SEGMENTS
Newsprint S 10589 % LI S 1osbo 3 62K % M9 0§ 1303 $1.2018
CGroundwond papers 3029 1.9 638 28.1 233 52.4 5708
Coated papersy I44.6 261 170.7 6.7 (7.6) 351 165.5
Distrihurion, Office products
and Converied products 1,404.1 ny 1.405.0 10.1 4.3 31.7 4881
Buitding products 142.8 - 1924 B.2 144 6.3 144.6
Ohher Y14 - 944 2.2 (0.2) 1.6 219
LEliminaians (29.0 (29.0)
3 32577 % - 332577 % 1R 5 1581 256.4 254927
Canporate 6.4
1§ 266011
GEOGRAPHIC SEGMENTS
Canada ¥ 2,456.5 21477 $ 21579
1154, o o _dun2 . 14X D 448
5 32577 s 15K 2.592.7
Corporare i - L - . . bRd
e — S
P01 BUSINESS SEGMENTS
Newsprne $ L2576 & 20 % 125946 % 083 3 25000 2106 $1.722
Groundwood papers RERN 0.3 3434 24.5 44.0 429 S04.1
Canted papers 1506 354 1864 53 134 20.2 122.1
[dstnhution, Office products
and Converted products 1.282.8 0.7 1.283.5 B.2 51y 204 4975
Building products L9K.3 - 1983 9.0 11.4 5.4 1646
Chher 72 - 721 21 [UNS) (.4 216
Eliminations (388 [RLE]
- R 335 % 04§ 3700 2004 24471
Cenporare . 34 143.5
& 2038 26306
GEOGRAPHIC SEGMENTS
Caanada 5 3471 $ 204998
LS. A, 23.0 KL
- $ 3701 24870
Corporate - 1435
$ 26306
BEEZ eusivess seoments
Newsprint 31,1744 % 13 8 11757 % 540 3 1949 153 8 L1423
Groundwood papers 2IN K 0.2 279. 19.8 1.7 72.9 4654
Coated papers 151.3 7.6 168.9 5.1 6.7 5.6 101.3
Distribntion, Office products
and Converted products 10789 ne 10797 7.2 433 14.4 3305
Building products 221.6 - 2216 vz 16.3 0.1 1809
(dher 103.0 - 103.0 2.1 (.5 [tX5) 19.1
_ Eliminations ) —— Y oo S )
F 2U8R0 3 - 5 2,uEKU 3 97.4 2714 2527 2.243.5
Clorporace 3.9 286K
32560 3 23323
GEDGRAPHIC SEGMENTS
Canada 322979 $ 2480 51,4452
LIS.A. B0 1 234 RILTR
3 2.U88.0 2714 2,2455
Corporate 2868
3 25523
Notes: (1) Geographic segments reflect the location of the source of the product sold.

{2} Canadian operations include viles to the LLS marker of $38K9.9 million (1988 = 39578 million, 1947 — $490.0 million) and other
cxport sales of 323001 madlion (1988 - $270.6 million, 1987 - 32431 millon}.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of significant accounting policies
T'he consolidated financial statements are expressced tn Canadian dollars and are prepared inaccordance
with accounting principles generally accepred in Canada.

(a) Principles of consalidation “T'he financial statements consolidate the accounts of Abttibi-Price Inc.
and all companics in which it holds more than a 50% interese. Investments 1n joint ventures and in
companics in which Abitibi-Price does not have more than a 50% interest but in which it can exercise
significant influence are included in the financial statements in accordance with the ¢quity method of
accounting,

Gaoodwill, which represents the excess of the cost of acquired businesses over the values attributed
to the underlying ner assers, is amortized over penods not exceeding 40 vears,

{b} Translation of foreign currencies “I'he assets and liabilities of self-sustining foreign subsidiarics
and affiliates are translated into Canadian funds at vear-end exchange rates and the resueling unrealized
exchange gains or losses are included in sharcholders’ equity. The carnings statements of such
operations are translated at exchange rares prevailing during the year.

Monetary assets and habilities of domestic companics and integrated foreign subsidiaries which are
denominated in foreign funds are translated into Canadian funds at yvear-end exchange rates, non-
monctary assets are translated at historical rates, and rransactions included in carnings are translated at
rates prevailing during the vear, with the exceprion of depreciation which is translated at historical rates,
Exchange gains or losses on translation are included in carnings, with the exception of gains or losses
artsing on the translation of long-term debt pavable in U8 funds. Such gains or losses which relate to debr
that hedges the net investment in self-sustaining U.S, subsidiaries are included in sharcholders’ equity,
while the balance, which relates o debt that is hedged by a future income stream denominated in LS.
funds, is deferred and included in carnings in the same years as the income stream.

{c) Inventories Inventorics of finished products, work in process and materials and operating supplies
are valued at the lower of average cost and net realizable value. Inventories of pulpwood and sawlogs
are valued at average cost,

(d) Fixed assets and depreciation Iixed assees are recorded at cost, which includes capitalized
interest and preproduction and start-up costs. Investnent tax credits and grants received under
government programs relating to capital expenditures are credited to fixed assets.

Depreciation is provided at rates considered adequarte to amortize the cost over the producnive lives
of the assces. The principal assct category is primary production equipment which is depreciated over
20 years on a straight-line basis.

(e} Pension costs Earnings are charged with the cost of benefits carned by emplovees as services are
rendered, The cost reflects management’s best estimates of the pension plans’ expected investment
vields, wage and salary escaladon, monality of members, terminations and the ages at which members
will retire. Adjustments arising from pension plan amendments, experience gains and losses and
changes in assumpdions are amortized o carnings over the estimated average remaining service lives of
the members.

The difference between amounts included in ¢arnings and Company contributions to the pension
plans appears on the balanee sheet as deferred pension cost.

() Income taxes [arnings arc charged with income eaxes relating o reported profits. Differences
herween such taxes and taxes currently payable, which result from timing differences between the
rccognition of income and expenses for accounting and for tax purposes, are reflecred as deferred income
wzxes on the balance sheet,



Newsprint joint ventures

Augusta Newsprint Company ‘I'he Company's 50% share of the carnings and net assets of the joint
venrure newsprint operation at Augusta, Georgia, is as follows:

(5 rrtllions) 1989 1988 1987

Revenue 5 107.1 $ 1183 $ 1121

Lixpenses 103.0 102.8 106.0

Larnings 5 41 $ 155 3 6.1
CAssets 7 7 sarss % 1791 % 1993

[Liabilitics 107.5 112.8 1434

Net assets $ 663 $ 55.9.

T'he Company’s share of the joint venture’s carnings is included in “Cost of sales™.

Liabilities above include $90.5 million (1988 — $101.4 million; 1987 — $133.1 million) of long-term
borrowings which are without recourse to the Company or its co-venturer.

Uinder a marketing agreement, the joint venture’s newsprint production is sotd through a wholty-
owned sales subsidiary of Abitibi-Price Inc.
Alabama River Newsprint Company  During 1984, the Company formed a joint venture partnership,
Alabama River Newsprint Company, with Parsons & Whittemore, Incorporated of New York, as equal
partners, to build and operate a newsprint mill st Claiborne, Alabama with an annual capacity of 220,000
tonnes. Financing for the project, without recourse to the partners, has been arranged in the formofa US,
$337 million loan, of which U8, $159 mithion was outstanding at December 31, 1989, The otal investiment
in the project is estimated av 1.8, $409 million, including construction expenditures of U8, $342 million.
Construction commenced in 1988 and is expected to be completed in 1990, Under o marketing
agreement, the partership’s newsprine production will be sold through a wholly-owned sales subsidiary
of Abitibi-Price Inc. Abitibi-Price's investment in the joint venture at December 31, 1989 was $30.7
million (1988 — $29,8 million}, of which $15.6 millon (1988 - $17.9 millien) was represcnted by a note
payable.

Pulpa y Papel Orinoco. 5. A.  In 1988, a Venczuelan corporation, Pulpa v Papel Orinoco, 8. A, was formed
to construct a newsprint mill in that country undera joint venture arrangement that includes Abinbi-Price
and Bowater Incorporated of Darien, Conncceticut, cach with a 24.5% interest, the Venezuelan Government
with 36%, and a group of Venezucelan newspaper publishers with 15%. Work has not commenced on the
Venerzuelan project and it is oo soon after recent events in that country to estimate a complevion date,
Abitibi-Price's investment in the joint ventare at Deeember 31, 1989 was $1.6 million.

AsmelPrice
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Acquisitions
In 1988, Abitibi-Price acquired all of the outstanding shares of Datarex Systems Ine. of Orchard Park,
New York, a distributor of information processing products, for acash consideration of $51.1 million. The
acquisition has been accounted for by the purchase method and has been included in the consolidated
financial statements from September 1, 1988,

Also, during 1988, the Company purchased the assets of five businesses involved in the distribution
of office and paper products for a total cost of $31.8 million, comprising cash of $16.9 million and loans
payable of $14.9 million.

These 1988 acquisitions are summarized as follows:

(8 mslfions) Other
Datarex Businesses 1'otal

Net assets acquired ae fair valuc:

Bank indebtedness $ (L2 3 - $ (1.2)
Ocher working capital 21.8 19.9 41.7
Fixed assets 3.7 1.7 5.4
Goodwill 354 10.2 45.6
Long-term debt (9.1) - (9.1)
Deferred income taxes 0.5 - 0.5
Tatal cost $ 511 3 318 $ 829

Goodwill, which represents the excess of the cost of the Company's investment over the values
attributed to the underlying net assers acquired, is being amortized on a straight-line basis over 20 years.

In October 1988, Abitubi-Price acquired a 19.9% equity interest in Spicers Paper Limited, one of
Australia's lcading paper distributors and converters, which also has operations in New Zealand,
Singapore and the 118, West Coast. The total cost of the investment, which is being accounted for by
the equity method, was $35.8 million, and the amount by which this exceeded the $26.8 million book
vilue of the acquired shares is being amortized on a straight-line basis over 20 years. The investment
in Spicers 15 included in “Long-term receivables, investments and other assets™ on the balance sheet
and the Company's share of Spicers” carnings 15 included in *Other income and expensc™.

Restructuring costs

Restructuring costs of $31.2 million in 1989 consist of;

(5 milfions)

Write-off of a newsprint machine at Grand Falls,
Newfoundland, which is to be permanently
withdrawn from production in carly 1990 $ 141

Provision for related employee termination costs
at that ume 8.0

221

Write-oft of the assets of the self-insulating
hardboard siding operation at the Alpena,
Michigan building products plant 9.1



E Other income and expense

(8 millions) 1987
Interest $ 6.2 $§ 173 $ 12
Interest on insurance claim 6.8 - -
Spicers Paper Limited — equity income 1.9 0.5 -
Foreign exchange gain (loss) 0.5 (2.7) (2.3}
Other 0.4 1.3 2.4

$ 15.8 ) 16.4 $ B3
Income taxes
The Company’s effective income tax rate is as follows;

(8 millions) 1989 1988 1987
Earnings before income taxes, minority

interest and extraordinary item $ 986 $ 3351 $ 2408
Income taxes 44.7 137.9 106.7
Effective income tax race 45.3% 41.2% 44.3%
Made up of:

Combincd basic Canadian federal/provincial

Income ax raes 40.7% 43.9% 48.1%
Increase (decrease) resuldng from —

Manufacturing and processing allowances {1.7) (35 (4.2)

Foreign taxes 3.8 0.4 0.4

Other 2.5 0.2 -
Effcctive income tax rate 45.3% 41.2% 44.3%
Consolidated earnings information

{3 niillions) 1989 1988 1987
Maintenance and repairs $ 159.5 $ 1525 $ 1473
‘Taxes other than payroll and income taxes 46.7 37.3 36.8
Pension expense — Company and

government plans 9.0 12.5 7.6

Operating lease rentals 47.4 43.3

ABmBIPRICE



Extraordinary item

The extraordinary gain of $2.9 million reported for the vear 1988 resulted from a sale of land in South
Carolina, U.S.A. after income taxes of $2.0 million.

Change in operating working capital

36

(5 millions) - 1989 1988 1987

Cash used for changes in operating
working capital components:

Decrease (increase) in current assers:

Accounts receivable $ 41.0 % 5.0 $ 3079
Inventories (17.7) (42.7) (15.2)
Prepaid expenses (1.3) (10.7) (1.3

[ncrease (deercase) in current liabilicies:
Accounts payable and accrued Liabilities,
exciuding dividend payable to a minonry

sharcholder of a subsidiary company 228 (27.6) 23.7
Income taxes payable (4.7) 3.5 7.1
S T a0 (725 (16.4}

Operating working capital acquired with the
purchasc of a subsidiary company and
other businesses - 41.7 -

Change in operating working capital 5 4041 $ (30.8) 3 (l6d)

At December 31, 1989, the allowance for doubtful accounts receivable was $14.4 million (1988 - $12.9
nillion).

Inventories

(5 millions) 1989 1988
IFinished products and work in process $ 2378 $ 2331
Pulpwood, sawlogs and expenditures on current

logging operations 1190.5 105.5
Marerials and operating supplics 84.5 76.8

$ 433.1 $ 4154



Notes payable and bank lines of credit ABmBi-PrRiCE

Under a commercial paper program arranged in 1989, the Company can issue short-term promissory
notes in US, currency up to 2 principal value of cquivalent Cdn, $200 million. At December 31, 1989,
the values of such notes outstanding was Cdn. $124.1 million. Interest on these notes, which is on a
floating rate basis, was 8.65% on the notes outstanding of 115, $107.1 million at the year-end.

At December 31, 1989 the company had $242.7 million in unused bank lincs of credit, Any
borrowings under these lines of eredit would bear interest ar the prevailing market rates.

m Accounts payable and accrued liabilities

(5 milivons) 1989 1988
"I'tude accounts payable $ 176.4 $ 1617
Accrued vacation pay 43.8 42.7
Accrued salaries, wages and benefits 31.0 35.5
Accrued restrucruring costs 8.0 -
Other 48.3 44.8

$ 3075 $ 2847

m Long-term debt

- ?Kh;:iﬂiaﬂ.\‘) | 1989 1988

Abitibi-Price Ingc.:
Sinking Fund Dehentures —

11Y:% Series F, maturing 1995 S 7.4 $ 8.3

11/+% Series G, maturing 1992 (U5, $12 million) 13.9 23.9

10.65% Serics H, macuring 2000 (1.5, $93.5 miliion) 108.3 121.8
Floating Rate Term Loan, maturing 1994

(L1.S. $150 million) (a) 173.8 178.9

Abitibi-Price Refinance Inc.:
Floating Rate Cumulative/T'erm Loan,
maturing 1993 (U.S. $96.4 million) (b} 1117 115.0

Gaspesia Pulp and Paper Company Ltd.:
Floating Rate Revolving Loan, maturing 1996

(1.8 $24.5 million) (¢) 28.4 -
Floating Rate Revelving Loan, maturing 1992 ) - 20.8
Other indebtedness - . 25.2 - 4l

468.7 5193
Less: Amount duc within one year 333 305
'$ 4354 $ 4888

{a)  Interesris at a rare approximating [FBOR. The loan is sccured by an Abitibi-Price Ine. Series L
Debenture. 'The Company has entered into interest rate exchange agreements, covering the period to
1994, for a principal amount of U5 $100 million at an average fixed interest rate of 8.88%.
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(b) Interese is at rates approximating U1S. base rate or LIBOR for UL.S. funds borrowings and at rates
approximating EuroCanadian rate or Canadian bank prime for Canadian funds borrowings. "Fhe loan is
sccured by an Abitibi-Price Inc. Scriecs K Debenture.

{c) Gaspesia Pulp and Paper Company [Ltd. may borrow on a revolving basis up to 1.5, $29.4 million
to December 31, 1996, with the balance of the loan becoming duc on that date. Interest is at rates
approximating LIBOR or 115, base rarte.

During 1988, the Company negotiated amendments taits T'rust Indenrure, eliminating the incremental
debru issuance tests, the floatng charge on the Company's asscts and certain other covenants in order to
update it to currene practice. As part of the negotiations, the Company agreed to increase the coupon
rates on the Series I, G and H Sinking Fund Debentures by 'z of 1%, with effect from [December 19,
1988,

Sinking fund and other long-term debt repayment obligations for the years 1991 to 1994 are
estimated to be $16.9 million, $16.8 million, $123.6 million and $185.2 million, respectively.

All outstanding sinking fund debentures are currendy redeemable at the option of the Company.

During the year ended December 31, 1989, interest of $9.6 million was capitalized on major capital
additions (1988 — $6.1 million; 1987 - $9.0 million).

Stated capital

The Company is governed by the Canada Business Corporations Act and is authorized o issuc an
unlimited number of preferred shares and common shares.

Common Shares Number of

common shares $ millions
Outstanding ac January 1, 1987 69,211,114 $ 2598

Issued under terms of the Key Executive and Management
Personnel Stock Oprion Plan

1987 35,497 (.3

1983 18,939 0.3

1989 7 _ _ 1,188 -
Amalgamation adjustment — 1987 - B = 18
Ouestanding at December 31, 1989 69,266,738 $ 2622

At December 31, 1989, 2'/: million common share purchase warrants were outstanding, Kach warrant
entitles the holder to purchase, on or prior to June 15, 1990, one common share for $30. No warrants have
been exercised.

7 /2% Cumulative Redeemable Preferred Shares Series A—  The balance of the Sertes A shares, which
were issued at $50 per share, were retired in 1989 ar a cost of $6.4 million (1988 — 3,600 shares with a book
value of $0.2 million were purchased at a cost of $0.2 million; 1987 - 4,840 shares with a book value of
$0.3 million at a cost of $0.2 million).



Floating Rate Preferred Shares Series C - “I’he Scries Cshares, which were issued ag $50 pershare, were
redeemed by the Company at $50 per share in 1989, Dividends were payable at a floating rate of one-
half the average prime rate of the five largest Canadian chartered banks plus 1%, with a maximum
dividend rate of 9% per annum.

$0.94 Cumulative Redeemable Retractable Preferred Shares Series F - 'T'he Scries F shares, which
were issued at $11.50 per share, are redeemable by the Company at $11.50 per share and are retractable
at $11.50 per share at the option of che holder on January 1 in each year. In 1989, 257,969 shares were
recracred (1988 — 468,814 shares; 1987 — 132,611 shares).

Lease commitments

The Company and its subsidiarics have entered into operating leases to charter ships and to lease
property and equipment for various periods up to the year 2007 at rentals aggregating, approximately
$140.6 million. Minimum payments under these leases are as follows:

(X milfions)

1990 $ 33.6
1991 27.4
1992 17.8
1993 11.6
1994 10.2
Remaining years 40.0

Pension plans

The Company’s pension plans, covering most employees, are primarily contributory, defined benefit
plans thar provide pension benefits based on fength of service and final average carnings. The Company
has an obiigation to ensure that there are sufficient funds in these plans to pay the benefits earned and,
although the Company’s contributions vary from year 1o vear, they are made in accordance with the
annual contribution requirements of regulatory authorities. Penston contributions are generally invested
in balanced funds with outside managers and at December 31, 1989 approximately 52% of the asscts
were held in equity securities, with the remainder in fixed income sceurities.

AsimerPRIGE
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The following table reconciles the funded status of the pension plans with the amounts recognized
on the Company's balance sheet;

(X millions)

1989 1988
Marker value of assers $ 850.5 $ 771.1
Actuarial present value of accumulated plan benefies
based on current service and compensation levels
Vested 588.6 5234
Non-vested 3.0 5.2
591.6 528.6
Adjustment for projected scrvice and
compensation levels 78.3 127.8
669.9 656.4
Excess of marker value of assers over T
projected benefic obligations $ 1806 3 1147
Consisung of:
Unrecognized gain s 61.4 $ 7.5
Prior service cost not yet recognized
n penodic pension cxpensc (53.1) (58.4)
Balance of unrecognized net assets existing
at January 1, 1986 108.6 119.9
Deferred pension cost recognized on
the balance sheet 63.7 45.7
$ 180.6 % 114.7

Net pension cost {(credit) of the Company plans included the following components:

(% millions)

1989 1988 1987

Service eost — benefits earned during the year for both
defined benefit and defined concribution plans $ 15.0 % 16.4 $ 18.7
Interese cost on projected benefit obligations 59.1 559 50.6
Actual return on plan assets {117.1) {73.9) (63.9)
Net total of other components 389 1.8 (9.0)
Net pension cost (credit) s  {4.1) $ 0.2 b (3.6}

Pension benefit obligations were based on an assumed discount rate of 9.5% (1988 — 9.0%) and an
assumed compensation rate increase of 6.0% (1988 — 6.0%). 'T'hc assumed long-term rate of return on
pension plan asscts was 9.5% (1988 — 9.0%).



18‘ United States accounting principles Asmsi-PRICE

The financial statements have been prepared in accordance with generally accepred accounting principles
{(“GAAP™) in Canada which, in the case of the Company, conform in all material respects with those in the
United Stawes, with the following exceptions:

{a) Earnings adjustments -

(1) Unrealized exchange gains or losses arising on the translation of long-term debe payable in ULS. funds
that is hedged by a future ineome stream denominated in ULS. funds are deferred and included in earnings
in the same years as the income steeam. If such gains or losses had been included in carnings as they
occured, as required under US. GAAP, the effect would have been:

(5 mitlions} 1989 1988 |987
Net carnings, as reported under Canadian GAAP $ 54.2 $ 1911 $ 1257
Unrealized gain on translation of long-term debt

payable in U.5. funds, nct of income taxes 0.6 21.2 11.7
Net carnings, as adjusted o .S, GAAP " s sa8 $ 2123 $ 1374

Per Common Share:

Net earnings, as reported $ 0.70 $ 264 $ 1.70
Adjustment 0.01 0.31 0.17
Net earnings, as adjusted $ 071 $ 295 $  1.87

(ii) Under 1.5, GAAP, the extraordinary item referred to on the carnings statement and in note 8 to the
financial statements would be included in carnings before the extraordinary item.

(iii) The impact on net earnings adjusted o U.S. GAAP of Finaneial Accounting Standard 96 relating o
income taxes, which is required to be implemented for fiscal years commencing after December 15, 1991,
has not been determined.

(b) Preferred shares - Under Securities and Exchange Commission reporting requirements, preferred
shares which arc retractable at the option of the holders would not be reported under Sharcholders’
Equity, but would be reported under a separate eaption entitled “Retractable Preferred Shares”. "The
Company’s Series I shares are retractable at the option of the holders and at December 31, 1989, $31.1
million of these shares were outstanding (1988 - $34.1 million for Series F and $75.0 miliion for Series C).

m Comparative figures

Certain comparative figures have been reclassified to conform to the current year’s financial statements
presentation.
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MANAGEMENT'S REPORT The consolidated financial statements and all other information

in the Annual Reporcare the responsibility of managementand
have been approved by the Board of Threctors.

The financial statements have been prepared by management in accordance with accounting
principles generally aceepted in Canada and include some amounts which are based on best estimates
and judgements. Financial information provided elsewhere in the Annual Report is consistent with that
shown in the financial statements,

The integrity of the financial statements is supported by an extensive and comprehensive system
of internal accounting controls and internal audits, the later being coordinated with reviews and
examinations performed by the sharcholders’ auditors in the course of satisfying themselves as to the
reliability and objectivity of the financial statements.

‘T'he shareholders’ and internal auditors have free and independent aceess to the Audit Comymittee
which is comprised of six non-management members of the Board of Directors. 'The Audit Commiteee,
which mects regularly through the year with members of financial management and the sharcholders’
and internal auditors, reviews the consolidated financial statements and recommends their approval to
the Board of Directors.

The accompanying consolidated financial statements have been examined by the sharcholders’

auditors, Pricc Waterhouse, whose report follows,

AUDITORS' REPORT TO THE SHAREHOLDERS OF ABITIBI-PRICE INC.

We have examined the consolidated balance sheets of Abinbi-

Price Inc. as at December 31, 1989 and December 31, 1988 and the consolidated statements of carnings,
retained carnings and changes in cash position for cach of the three years in the period ended December
31, 1989, Qur examinations were made in accordance with generally accepted auditing standards, and
accordingly included such tests and other procedures as we considered neeessary in the circumstances,
In our opinion, these consolidated financial statements present fairly the financtal position of
Abttibi-Price Inc. as ac December 31, 1989 and December 31, 1988 and the resules of ies operations and
the chanpes in its cash position for cach of the three vears in the period ended December 31, 1989 in

accordance with gencrally accepted accounting principles applicd on a consistent basis.

Chartered Accounrants
February 16, 1990

foronto, Ontario



QUARTERLY FINANCIAL INFORMATION

{unaudited)

fonilfiuns af dodfars, except per share amounts)
1989 Net Sales
Opcraung profit
Restructuring costs

Net earnings
Per common share:
Net earnings
[Dhvidends declared
Dividends paid
Price range per commaon share
Torante Stock Fxchange
1igh
Low
* New Yord Stock Fxchange (U, 8. dollars)
Hhigh
11()\\'

Net Sales
Operating, profit
Farmings before extraordinary item
Net carnings
Per common share:
Karnings before extraordinary item
Net carnings
[hvidends declared
Hvidends paid
Price range per common share
Toranty Stock Fxchange
High
[L.ow
* New Yord Stock Fxchange (0.5 dollars)
Hligh
Low
Net Sales
Operating profit
Net carnings

Per common share:
Nt curningy
Dividends dectared
Divadends pad

Price range per common share

Toronty Stock Fxchernge
High
Low

& New Yord Stock Fxehange (0.8, dollars)
High
Low

2 ADIDI-Price's comuon sherres were fisted v the Near

1st
Quarter
$ 8101
485

26.3

$ 035
0.25
0.25

$ 21.50
19.13

18.25
15.8%

F 800.0

804
+4.1
44.1

£ 001
L6
.25
.25

$28.00
22.38

21.75
18.25

¥ ()‘)5-.7-
5K.4
219

£ 029
0.15
6.15

¥ 4300
28.00

2nd

Guarter

$ 830.3
57.8

28.8

$ 039
0.25
0.25

$ 2303
19.13

19,00
15.38

$ 7564
068
36.2

$ 049
.15
0.15

$ 4050
A3.50

3rd

Quarter

$

$

K16.4
32.8

13.6

018
0.25
0.25

18.63
16.25

15.50
13.75
8134
R7.6
445
4.5

.61
0.61
0.25
.25

22.88
19.75

19,00
16,13

498

70.8
33.0

(145
0.15
0.15

37.25
31.00

28.00
23.25

4th
Quarter

$ "00.9
19.0
312y
(14.5)

7S
=
o
I

$ 20.88
18.50

1713
15.38

-78().1
754
346

.

$ 047
(125
0.15

$ 3575
19.50

27.25
15.38

wrk Stack Fxvhange on July 1, T957.

TOTAL

$3.2577

158.1
(3.2}

54.2

070
().875
1.00

$ 33045
37001
188.2
191.1

$ 260
2,64
1.00
1.00

£ 2.988.0
2714
125.7

$ L0
(.70
(1,60
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ELEVEN-YEAR FINANCIAL REVIEW

1989 1988 1987 1986

Sales and earnings /8 milfians)
Net sales $ 3,257.7 $ 33045 $ 29680 32,7635
Clost of sales 2.706.5 2.5360.2 2.385.1 2.226.0
Sclling and administrative expenses 275.0 257.8 2341 203.1
Deprecianon and depletion 118.1 1104 974 88.7
Operanng profit 158.1 370.1 274 2457
Interest expense — long-rerm 37.4 S0.5 39.3 3501

- short-term 6.7 0.9 2.0 2.0
Restructuring costs 31.2 - - -
Other income and expense 15.8 16.4 11.3 4.0
Income taxes 44.7 137.9 1167 91.9
Minority interest 0.3 9.0 B4 1006
Earnings before extraordinary iems 54.2 188.2 125.7 110.1
Extruordinury items - 2.4 - (2.8)
Ner carnings 54.2 191.1 125.7 107.3
Dividends declared ¢5 milfitnsg
Preferred sharcs 5 5.7 h) 7.8 i) #.1 ¥ 8.7
Commaon shares 12 60.6 69.3 45.5 41.5
Capital expenditures (8 mittions) $ 2601 % 2038 $ 230.6 $ 2630
Financial position (5 milfiuns;
Working capital $ 3276 $ 5340 $ 0223 3 4390
IFixed asscts, ner 1,635.7 142856 1.338.1 1.232.6
Long-term debr 435.4 JH8.K 397.2 328.9
Deferred income taxes 434.0 412.8 ETE R 2733
Minonty interest 41.8 42.1 REN| 36.9
Preferred shares 311 1154 121.0 122.8
Cormmon sharcholders’ equity 1.200.3 1.212.4 1.00K.1 1.028.6
Per common share (/)
Earnings before extraordinary items 5 0.70 3 260 $ 170 $ 150
Net carnings 0.70 2.64 1.70 146
Dividends declared 12 0.875 1.00 0.70 .60
Dividends paid 2 1.00 1.00 0.60) 0.60)
Comman sharcholders’ equity 17.32 17.50 13.86 14.86
Return on average common sharcholders’cquity 4.0% 15.6% 11.1% 10.9%
Long-tenm deb/long-term debt plus

sharcholders” eqnity 26.1% 26.9% 32.9% 27.1%
Number ol emplovees {year end) 15.600 16,200 16,000 16,200
Notes

(1) Figures Tor che vears 1979 o 1984 huve been restated o reflect the 3-For-t split ol common shares
which became effective May 1, 1985,

(2) Four quarterly dividends were paid in cach of the vears 1979 to 1988, but because of changes in
dividend declaration dares, three dividends were declared in 1983 and five in 1985,



1985 1984 1983 1982 1981 1980 1979

$ 2,549.8 $2.137.2 $ 1.660.2 $1,634.3 $1,763.4 $ 1.364.7 $1.470.9

2,075.3 1,794.0 1,439.7 1,352.4 1,350.3 1.076.5 1,134.3

18K8.4 1329 1148 121.8 117.8 9K.4 934

B2.1 76.8 68,6 70.1 61.7 533 495

204.0 133.5 371 9.0 227.6 136.1 1937

43.6 40.4 18.9 25.2 28.2 257 2010

3.0 1.2 0.8 1.4 - 0.3 (18

2000 19.0 250 29.0 19.0 40.9 121

09.4 0.2 0.7 224 87.2 51.9 8.5

7.8 8.4 3.7 6.1 7.8 4.4 5.7

100.2 72.3 380 63.9 1254 94.3 118.8

- (2.2) - (2.6) 12.3 18.0 336

100.2 70.1 380 Hl.3 1357 2.3 152.4

$ 9.3 $ 8.0 $ 7.4 % 10.8 $ 1.0 % 9.8 $ 9.1

47.0 25.0 12.4 kI 33.1 30.1 2K.0

$ 2024 $ 1263 $ 1633 $ 1879 $ 2070 $ 2310 $ 1535

$ 3730 $ 4095 $ 3842 $ 4373 $ 4614 $ 4143 $ 3391

1,132.0 10103 993.6 917.9 8371 730L0 594.1

455.7 419.9 395.1 ARA.8 RE 1R 36017 237.7

2369 200.3 191.8 187.6 174.7 127.9 105.4

26.3 25.1 19.5 19.5 16.6 181 24.5

124.1 10:4.2 1138 122.7 130.8 139.9 143.0)

837.4 792.5 739.4 7211 701.5 560.4 487.0

142 $ 102 $ 048 $ 087 $ 1K $ 150 ¥ 1L9n

1.42 (.99 .48 082 2,05 1.82 2.36

073 0.40 0. 20 (.50 .53 0.53 0.50

.58 (.40 0.30 (.50 (053 0.53 0.50

13.04 12.40 11.89 11.60 11.29 9.93 B.68
11.2% B.4% 4.2% 7.5% 18.0% 16.1% 25.5%
32.2% 31.9% 31.7% 3.4% 31.8% 34.0% 27.4%

15,500 14,800 15,100 14,6400 17,800 17,300 18,300

(figures in thowsanddsy PRIMARY PRODUCTION

Groundwood Kraft Coated Hardboard

Newsprint * Papers Products Lumber Papers (wsf-

ftannes) frannrs) {tonnes) {nffour ) ftonnesj equrcalent)

Production ’ o

1984 1.721 374 115 181 121 1111

1985 1.699 349 1035 103 126 1.155

1986 1,798 350 87 83 132 1,058

1987 1,833 363 - 55 142 1,147

1988 1,900 407 - 52 144 1.032

1989 1.791 416 - 52 140 1.054

Capacity - 1990 1,953 443 - 83 174 1,267

*Newsprint fignres incinde the totel production of the SU% -owened joint Centires ar Aigusta. Geargia. and Claiborne, Alabama.
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DIRECTORS

Marcel Bélanger, ().C..
(Age 6Y) (2}

Prestdent

Gagnon et Bélanger Ine.
Québee, Quehec

Robert J. Butler

{(Ape 677 (3.5)
Rusiness Consultant and
Chairman

Urban “I'ransportnon

Lyevelopment Corporation |Lud.

Toronto, Onuurio

Marshall A. Cohen, ().C..
(Age 54 (1.3
Presedent and Chivf
Ixecntice Offteer

I'he Molson Companies
Limited

Taronto, Onwario

Lionel G. Dodd

(Ape 50 (24

Chief Operating Offrcer
Olympia & York
knrerprses Inc.
T'oronto, Ontarie

Robert €. Gimlin
{(Ape 69} (1,4.5)
Director

Naples, Florida

Bemd K. Koken
(Ape 63 (1.34.6)
Chatrman and Chicl
xecutror Officer
Abntibi-Price Inc,
Toronto, Ontano

S. Kelth McWalter
{Are 64) (3)

Charrmt wndd

Chicf Kxecutice Offieer
Gulf Canada Resources
Limited

Calgary, Alberta

C. Edward Medland
(Age 61) {2,3)
Director

'|'lmmtu. ()lll;lrin

Gilbert 1. Newman
(Aoe 68} (1,2,4.5)
Fxecutice Viee-President
Olvmpia & York
Developments Limited
Toronto, Ontario

Albert Reichmann
(Ape 61) (1,346}
Chatrmiai

Olvmpia & York
Developments Limited
Toronwg, Ontario

Paul Reichmann

(Ape 59 (D)

Presicfear

Olympia & York
Developments Limited
Toronta, Ontario

Ralph Reichmann
{Agze 30)

Foxecutive Vier-Prosicdent
and Freatsurer

Olvmpia & York
Developments Limited
T'oronta, Ontario

Pierre A. Rinfret

(Age 66) (4)
Cheirmen, President and
Chicl Kxecutice Cffier
Rinfrer Assoviates, Inc.
New York, New York

Francis J. Ryan, (O.C..
(Age 63 (2

Partner

Stirling, Rvan

51 John's, Newfoundland

John A. Tory. Q.C.

(Age 391 (134

Deputy Chairman

I'he Thomson Corporation
Taronto, Ontano

Paul-Gaston Trembilay, .\l

{(Ape 61} (2.3
Presicent
Prima-Gestion Inc.
Chicoutimi, Quebee

David A. Ward, (.C.
(Ape S8 (b}

Partner

Plavies, Ward & Beck
Toronta, Onrario

{1) Executlve Committee Member

The Execotve Commitee's principal responsi-
biliry is teact on behalf of the Board of irectors
berween regular Board meerings on matters that
cannet be postponed untl the Board can be
assembled. T'hese matters wall usnally have heen
addressed in advance by the Board. which will
have privaded direenion o the FExecneive Com-
mitree,

{2) Audit Committee Member

T'he Audit Commitice, none of the members of
which are officers of the Company, reviews all
audited financial statements with management
and the sharcholders” anditors and, after satisty-
ing itself as to the integrity of the statements,
recommends their approval by the Board of Di-
rectors. Phe Audie Commiuee also reviews
changes inacconnting policies and satisfies iselt
as to the effectivencss of audit pragrams and
imternal control svstems and proceduores, "The
Commitce mecets regnlarly with both internal
and external auditors, without management
present, to teview their acovites and to consider
the results of ther audits. 'The Committee also
recommends the appointment of the Company’s
external auditors 1o the Board of Directars.

{3y Human Resources and Compensation Com-
mittee Member

The Human Resourcesand Compensation Com-
MITLee (v CIsees compensation arrange ments for
officers and managers of the Company and re-
views the Company s plans and activaties in the
development of kev managemer persanmel.

(4} Planning Committee Member

The Planning Committee reviews Tong-term
strateric plans, annual objectives, major capital
projects and investment sorategies as well as sig-
nificans acquisitions and divestitires.

{3) Penslon Fund Committee Member

The Pension Fund Commirttee advises the Board
with respect to all funding, administrative and
policy macters relating o the Company™s pen-
sion plins.

() Nominating Committee Member

The Nominating Commitree recommends 10
the Board of Dhirectors the slate of director
cundidites o be proposed for clection by the
sharcholders ar che annuasl meccing. It alsa rece-
ommendy candidutes 1o il vacanoes on the
Buoard as they oceur.



PRINCIPAL OFFICERS

Chairman and Chief Executive Officer

Bernd K. Koken

President and Chief Operating Officer

Ronald Y. Oherlander

Executive Vice-Presidents

K. L.inn Mucdonald
Paper Gronp

J. Kenneth Srevens
Dizersified Group

Senior Vice-President

). Gordon Muaw

Finance

Vice-Presidents
J. Fitzgerald Alhson

Inelustrial Refutions

Marcel € Beaudain
Dpervtions
(Quehec)

Jeffrev Chipman
‘I Nluidland Devine

Oprratings
(OneariofAanitoba)

I"ernand 1. Duquerte

Fngineering

William W. Hall
Eileen AL Mercier
Corparate Decelopnent

M. Thomas Neill
Roscerrvh and Development

Shason A, Paul
Curparale and Publie

Affairs

Michael 1) Thompson
Crenera! Connsed andd
Sectelary

Allan Varcher
Cperations

(Atlantic Region)

H. Colin Warner
Comtraller

Treasurer

James AL Haone

o Cureon Mag . K. Lirin Moeddanaled and 1. Kootk Stecens

PRINCIPAL DIVISIONS ANO SUBSIDIARIES

Abitibi-Price Sales
Corporation
(Newsprint and
Groundwood Paper
Sales)

George R Arellano
Privident
Commercial Division

I2asid L. Loretre
Dresident
Intermacional Division

C. Donald Martin
Presiclent

Norch Amencan
Publishers Division

Building Products
Dlvislon

Juhn V. (lsen
President

Diverslfied Group

Henry Hildebrand
Presicent
Distribution Division 11

1. Ravymond Langevin
Prisedent

Convernted Produces
[ivision

Bruce J. MeGroary
Presicdent

Office Products [hivision

Yves Monmmarquette
President

Dhistribution Division |

Provincial Papers

George ' AWild
President
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PRODUCTS

PRODUCTS DIVISIONS PRINCIPAL OFFICES

Newsprint manufacture for dailv newspa- NEWSPRINT Abitibi-Price Inc., Toronte, Ont,
pers. commercial printing. and inserts. ‘ Abitibi-Price Sales Corporation, New York, NY
Abiribi-Price Sales Company Limited. London, England

MILLS Grand Falls and Swephenville, Nd.; Alma and

g Chandler, Quc.; Irognois Falls and Thunder Bayv (23 Onc;
8 | Pine Falls. Mans: August, GA

C |

E [ncoated groundwood paper manufacture | GROUNDWOOD PAPERS Abitibi-Price Inc., Toronte, Oni.

8 - principally forms, directory and super- Abitibi-Price Sales Corporation, New York, NY

: calendered grades. ‘ Abiibi-Price Sales Company Limited, London, England

MILLS Alma. Beanpré, and Jonquicre, Que.

I'remium coated paper manufacture for COATED PAPERS Provincial Papers, Thunder Bav, Ont

sublication and commercial printess, paper e .
' ' et MILLS '['hundcer Bayv and Georeerown, Ont
merchants and converters.

HEAD OFFICE Abitibi-Price Inc. Toronto, Ont, i

Paper Shuppes
L.¢ marche de limprimeur

8 Fine paper merchants diseiibuting DISTRIBUTION Inter City Papers, Maontreal, Que.

g domestic and imported printng papers, DIVISION | Favzicer Lattle

3 business papers, graphic art supplics and Whyte Hooke Papers

Sl scationery products.

- v Whitaker Carpenter Margquerne, Chicago, 11,
E DISTRIBUTION Barber-Ell Fine Papers, Richmond. B.C.
= . DIVISION Il Kaplan Paper

o

w

>

(=]

National packaging products merchant Price Duaston, Voroute, Ont,
distribating special erder and stiock design
containers and wrapping matcerials 1o the

food-service, rerail and induscrial markets.

Informartion processing preduces distnbu- OFFICE PRODUCTS Azerty, Buffalo, NY
ton. .
| Axidata, NMontreal, Que.

Office products, office furniure and . Jafte Stationers, Fore Lauderdale, FIL
cquipment sales.

Envelope manulacture and distribution. CONVERTED PRODUCTS Innova Envelope. Markham, Ont.

Paper products manufacture and dis- ilrey, Toronto, Onr.
ribution for school, home, and office.

Industrial towets, plain and printed Price Wilson, Montreal, Que.
e Ty e P “

bags .l.nd.fold‘mk_ cartens manufacture MILL Lachute. Que.

and discribution.

Hardboard siding production. BUILDING PRODUCTS Trov, MI

Decorative and prefinished pancling MILLS Middlchury, IN; Hiawachi, KS: Alpena, M
prodnetion. Lumberton and Roanng River, NCL Tuleda, OH
Prefinished exernded mouldings produc-

tion,

Interior wood bi-fold doors, shutiers,

shelving, and allicd millwork production.

Random length saftwood lnmber sales. . Abitihi-Price Tumber Sales, Toronta, Ont.

I MILL [ Ascension, Que. |

OTHER

Kraft pulp sales. ® ® Abitibi-Price [ne., Montreal, Que.



Annual general meeting "['he annual mecting of share-
holders of Abitibi-Price Inc. will be held acthe King FEdward
Hotel, Vaniey Fair Ballroom, Mezzanine Level, 37 King
Street Ease, Toronto, Canada, on Monday, April 23, 1990 at
11:00 a.m.

Common share Information Common shares of the Com-
pany are listed on the "Toronto, Montreal and Vancouver
stock exchanges under the symbol A, and on the New York
Stock Exchange under the svmbol ABY.

Valuation Day {December 22, 1971)
Commaon sheare price: $7.25

I'he Valuation Day common share price does not reflect the
3-for-1 split which was effective May 1, 1945,

Form 10-K A copyof the Company’s 1989 Report on Form
10-K as filed with the United States Securities and Ex-
change Commission is available without charge by writing
to the Investor Relations Deparement ar the Head Office
address.

Transfer agents and registrars

Montreal Trust Company

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

Natronal Bank of Detroit
Detroir, 11.S.A.

Auditors

Price Waterbouse
Toronto, Canada

Head office

Abitthi-Price ne.

2 First Canadian Place, Suire 1300
Toronto, Canada MsX 1A9
Telephone (416) 369-6700

Daslgn: Burns & Company
Printing: AnhorsJones Lithographing Led.
Principal photography: I’ctct ¢ husropher

Paper fo1 the cover and rene supplicd by
Provincial Papens
Coven: Rnyal Classie Cover 1005

Text: Royal Classic Gloss 1iM12

Reeveled paper for the finangial
staternents and nutes disdributed n
Canada by Inter City Papers

PPassport Pumice Text 1603
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