
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. 
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An Integrated Canadlan forest products company - and one of the largest industrlal companies in 

Canada - Abltibi-Prlce Inc. is among the world's largest producers of both newsprint and uncoated 

groundwood papers and a major converter and dlstrlbutor of papers and other forest products. 

Headquartered In Toronto, Ontarlo, the Company employs over 

15.000 people, operates over 30 manufacturing facilltles and over 

Contents 100 sales and dlstrlbution centres, sewing customers around the 
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Through its two operating groups - Paper and Diversifled - the 

Company manufactures and distributes newsprint to  32 countries, 

as well as groundwood papers, coated papers, building products, 

22 Financial Review lumber, industrial paper products, information processing supplies, 

27 Financial Sratcmcntr envelopes and other home, school and office ~upplles. 

32 Notes to the Financial Staremcnrs The Company's common shares are listed on the Toronto, 
43 Quarterly Financial Informarion 

Montreal and Vancouver stock exchanges under the symbol A, and 
44 Elcvcn-Year Financial Rcview 

46 Dirccmrs on the New York Stock Exchange under the symbol ABY. 

47 Principal Officers 

48 Products 

Net Sales 
,.",/l,0".C "/nnlI"ri 

Earnings Before 
Extraordinary Items 
,md/mm ~ ~ / ~ r ~ / / ~ m l  



Net sales 

Operating profit 

Earnings before extraordinary item 

Net earnings 

Capital expenditures 

Working capital 

Common shareholders' equity 

Per common share 

Earnings before extraordinary item $ 0.70 $ 2.60 

Net earnings 0.70 2.64 

Dividends declared 0.875 1 .00 

Dividends paid 1.00 1.00 

Common shareholders' equity 17.32 17.50 
-- 

Return on average common shareholders' cquity 4.0% 15.6% 

Long-term debtllong-term debt plus sharcholdcrs' cquity 26.1% 26.9% 

Earnings Per Common Share Dlvldends Paid 
Before Extraordinary items Per Common Share 
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1 R E P O R T  O F  T H E  D I R E C T O R S  I 

B Y  A L L  M E A S U R E S ,  1 9 8 9  W A S  A  ' I ' O I I G H  A N D  C H A L L E N G I N G  Y E A R  

for Abitibi-Price. Tough, because of a sharp drop in earnings and the many difficult 

decisions thatwe madein response. Challenging, becausewesearchedfornewopportunities 

and directions that will lead the Company through the decade and into the next century. 

Following six years of steady gains in sales and 

earnings -which culminated in the best year in the 

Company's history in 1988 - the results of 1989 were 

particularly disappointing. Whilesales remained level, 

profit margins were lower in almost all of our 

businesses. 

Two of the main factors affecting 1989 operating 

performance were the decline in newsprint prices, 

which were squeezed between flat demand and 

increased supply, and acanadian dollar that appeared 

over-valued compared to the currencies of Canada's 

international competitors. T h e  strong dollar reduced 

our export earnings while making us more vulnerable 

to competitive pricing of imports in our domestic 

market. 

In addition to the historical cyclicality of our 

core newsprint business, we have entered a new era of global competition and the 

dynamics of business for virtually every industry have changed. 

T o  meet these new realities, we have launched an aggressive program to challenge 

every employee of Abitibi-Price to find better ways of doing things to strengthen our 

competitive position. This process has meant looking at the Company in a new light - 

questioning the viability of every onc of our busincsses and every one of our strategies. 

We are committed to this process for the long term. Although it may be some time 

before the benefits become visible, we firmly believe that we are on the right track. 

Some of the immediate responses to this period of self-examination were particularly 

ion to tough ones: we have taken a restructuring charge against 1989 earnings of $31.2 mill' 

provide for an announced newsprint machine closure, the expense of associated employee 

terminations and the write-off of a self-insulating siding operation in our Building 

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



71.7% declinc of net earnings from 1988 to $54.2 million. Without this charge, earnings 

would have been $75.2 million. 

Also, we halved our dividend to better reflect our profit position and to maintain our 

ability to make investments required for the future. 

O n  a positive note, we streamlined senior management and prepared for the future 

with a reorganization designed to ensure strong leadership over the long term. Ron 

Oberlander - formerly head of the Diversified Group - has been appointed President and 

Chief Opcrating 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 u p  

solid new long-term opportunities: 

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, 

Georgia, to recycled fibre and are studying a similar opportunity in Ontario; 

We arc studying and pursuing a joint venture to build a recycled-fibre newsprint mill 

at Gartcosh, Scotland - a move which would give us a solid foothold in the European 

economic community; 

We signed a protocol with the USSR to study the development of a pulp and paper 

operation near Leningrad - a significant foray into a totally new and under-supplied 

market for Abitibi-Price. 

Looking ahead, we see little sign that profits will rebound in 1990. But we believe that 

we will make further strides in improving our competitive 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 strategies and take new directions, those strengths will remain 

fundamental to the success of Abitibi-Price. 

O n  behalf of the Board of Directors, 

Bernd K. Koken 

Chairman and Chief Exemtiwe Ofier 

Toronto, February 19, 1990 





Our number one priority was very simple: 

managing change. 

But notjust change itself.. 

i t 's the extraordinary rate of change we've had 

to manage. Look at recycling. 

It wasn't even an issue last year. Now it 's a priority. 

In a capital intensive company like ours, 

changes like recycling feel like lightning. 

To manage them we had to 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. 

you stand up for it. 

That's the spirit. 

A conversation between Bernd Koken, Chairman and CEO 

and Elleen Mercrer, V,ce~Pres,dent. Corporate Development 



'L'HE MARKE'I '  C O N I I I ~ I ' I O N S  O F  P R I C I N G  P R E S S U R E S  A N D  F O R E I G N  

exchange factors reduced newsprint sales and lowered our profits in 1989. 

As we look ahead, we belicvc these market pressures will continue for the next year 

or so and that we are unlikely to see any rebound in sales and income in 1990. But while 

we cannot make an impact on external factors, 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 effectiveness. We can also control our marketing strategies, and capital 

expenditure and expansion programs 

In 1989, our people made solid progress in identifyingareas for potential improvements, 

adapting strategies to respond to the new realities of the marketplace, and setting the stage 

for increased profitability over the longer term 

Initiatives taken during the year led to the implementationof a wide range of operating 

improvements: reduced use of chemicals, increased yield of pulping processes, greater 

use of off-peak power, positive changes in logging and road construction methods, 

machine efficiency improvements, and a reduction in the use of costly kraft pulp. T o  this 

Newsprint 
Net Sales 
/m,//,m ,,/d"/h,", 

U58 

-74 - 

list, we can add several important capital projects 

which were completed in 1989 - a new grinder 

loading facility and modernization of our No.1 

newsprint machine at Chandler, Quebec, and a new 

TMP reject refiner at Grand Falls, Newfoundland. 

Theseimprovements, which are makingus more 

cost efficient and more competitive, are helping to 

offset further erosion of our profit margins, and we 

will continue to seek out and act on such initiatives 

in the year ahead. 



Our strategies were scrutinized carefully in 1989, and we believe they are sound. On the 

one hand, we will reducecapacity and downsizeoperations as required in areas of declining 

demand. O n  the other hand, we will proceed with new projects that make sense in terms 

ofproximity to key markets, and in terms ofour ability to take advantage of local conditions 

to become low cost producers and market leaders. 

Thus,  we are proceeding 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 

one area of increasing demand: the market for recycled products is growing - propelled 

by consumer environmental movements and by new legislation which calls for increased 

use of recycled products in a number of the jurisdictions we serve. We are planning 

significant investments to enter this market - with the joint venture that is under study in 

Scotland, our intentions to use recycled 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 near term, the new Paper Group will continue 

with its newsprint strategy in the year ahead- to seek 
Newsprint 

out operating improvements in an effort to enhance Operating Prom 
,",;//;on., ,~/,/,,//"fT/ 

performance while building for a healthy and 

successful future. 





THE EMEROLNCE OF RECICLlNO 

HELPS US TO SEE OUR CUSTOMERS' HEEDS I N  a NEW LIGHT 

LND REDEFINE OUR PRODUCTS 

6 6 
We were astonished how quickly the recycling 

of newsprint grew from a murmur to a major issue. 

No more astonished than us. 

When I asked you - when? - in the summer of '89, 

what Abitibi was going t o  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 to stay. 

Too many states like Florida and Connecticut already 

had legislation in place. 

Then you told me Washington itself had tabled 

legislation proposing to tax virgin newsprint by 1992. 

The District of Columbia is typical of cities that rushed 

t o  keep newspapers out of landfills. 

They have trouble selling what they now collect. 

So they've turned the pressure on us. 

Whlch meant if we wanted t o  keep our market 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. 

I t ' s  a s ta r t  

S S 

I I 

A conversation between Boisteuilliet Jones. Jr., 

Vice President and Counsel. The Washington Post. 

dnd Ed Sparhs. Manager Secondary Flbre Procurement, Abitibr Price 
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sales of printing papers in 1989, our results were negatively affected by the same factors 

that have beset newsprint -oversupply, pricingpressures and the strength ofthe Canadian 

dollar. Added to those problems were production difficulties and low efficiency levels at 

Jonquithe, Quebec, and a deteriorating sales mix at the Provincial Papers division, our 

coated papers mill in Thunder Bay, Ontario 

We have been responding to the changing environment by repositioning our printing 

papers business to focus on high quality and specialty niches. In our pursuit ofthese goals, 

1989 represented a year of considerable achievement. 

In our assessment of the business environment for our industry, we see continued 

softening of demand for the lower value grades of groundwood papers, essentially because 

of newsprint oversupply. T h e  Groundwood Papers division continues to shift away from 

these lower value grades. 

Demand remains strong for high quality directory papers, forms papers and our 

supercalendered grades - including our trademark Kenogami WSOI' product, for which 

high quality targets were attained in 1989. 

Printing Papers At Alma, Quebec, we converted a second 
Net Sales 
,n.~~;on.~ @I,/~~IIR~I newsprint machine to have the capacity to produce 

508 
494 - - 58,000 tonnes of high quality directory papers at a 

cost of $42 million. T h e  start-up was successful, 

demand is good, and we anticipate operating at full 

production levels in the year ahead. 

In addition, we tookan important step fonvard in 

our cnvironmental improvement program by adding 

a new $8 million clarifier at Beauprk, Quebec. 



At Provincial Papers we rebuilt the No. 8 paper machine and one off-machine coater at a 

cost of $37 million, with the  result of an addition of 20,000 tons of capacity, and a quantum 

leap in quality capability for the years ahead. 

T h e  Provincial Papers division's performance should improve considerably because 

of increased capacity, a new ability to produce at top North American quality levels, the 

addition of five new products, and efforts to improve distribution in the United States. 

All of our printing papers mills will benefit from improved production efficiencies 

achieved during 1989 and planned for 1990. Based on the major projects at Alma and 

Provincial, we  believe that wecan renew the upward profitability trend for printing papers, 

even though we do  not expect pricing to improve in the short term. 

By repositioning prnduct lines to quality niches and adaptingour distribution policies 

accordingly, we are enhancing our competitiveness in the North American markct and 

ensuring continued viability in the free trade environment. W e  believe these strategies 

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

Printing Papers 
Operating PmRt 
~ n i l i n n i  d#/.i/h,ni 





6 6 
We're on the line down here, that's for sure. 

Committed t o  getting a recycling process up and running 

in just over a year. 

Look. we've always worked together well. 

We've got an efficiency record that brought our man hours 

per tonne down to one pomt eight. 

That's all 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 

25% 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're talking November. 

Do you doubt i t? 

Not for a minute. 

A conversation between John Weaver, General Mill Manager 

and Alien DeLaigie. Machine Tender 
both of Augusta Newsprint. Augusta. Georgia. USA 
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to  become a top performer in each of its business segments (we like to say "the best") and 

subsequently grow to become a significant player ("the biggest"). Since its formation, the 

Group has maintained a healthy mixofstrong internal growth and an aggrcssive acquisition 

program. 

Part of the Group's strategy is growth through acquisitions that have synergies with our 

existing businesses. Th i s  growth is followed by periods of consolidation, where carnings 

growth will surpass sales growth, but more importantly managenrent will develop new 

capabilities, given our new size, to  utilize during the next acquisition phase. During the 

1989 consolidation phase, when all four divisions operated in difficult markets, we 

achieved respectable sales growth and maintained the record profit levels reached in 1988. 

I . 1 1 h 1 / 1 I Our  Distribution division reduced expenses, improved asset 

management and strengthened its management structure. Improved warehouse layouts 

enhanced distribution capahilities and efficiencies, as did systems refinements. 

Externally, the division improved its sources and sales in the IJnited States and 

launched a "Performance Quality" program to boost productivity and customer service. 

In 1989 sales increased over 1988, but profit margins were under prcssurc and carnings 

declined. While difficult markets continue, the above initiatives are expected to help 

earnings improve in 1990. 

Diversified Group 
Net Sales 
,m,/l,.xr n,il,,,n, 

0 ( I' 1 J / 1 / i Organization changes 

d e s i g n e d  t o  s t r e n g t h e n  f u t u r e  pe r fo rmance  

characterized the division in 1989. 

O u r  distributors of information processing 

products, Azerty and Axidata, significantly increased 

sales, but at a slower pace than in previous years. 

Earnings were enhanced because of the efficiencies 

of reduced manpower, fewer distribution centres, 

rationalized product lines and improved sales and 

marketing programs. 



Although the Jaffe Stores project to create and implement a supermarket approach to the 

retailing 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. 

' o  I I / I / I .  All three business units in this division made operating 

improvements and placed greater emphasis on the production of recycled products. A new 

paper towcl-making machine at Price Wilson greatly incrcased capacity and set  the stage 

for penetration o f thc  IJnitcd States market. Ililroy improved efficiency with sophisticated 

software that integrates activities from order receipt to shipment. Innova successfully 

streamlined its administration and staffing requirements. 

Both sales and earnings of the Converted Products division were higher in 1989. Th i s  

trend is expected to continue in 1990. 

11 I  / / I  I I I d f .  Although sales werc flat, amid declining housing starts and 

a soft repair and remodelling market, the division was able to increase its market share in 

itspaneling, millworkand sidingbusinesscs. Inaddition, each businessunitwas restructured, 

profit centres were established, and product lincs were concentrated to position the 

division for future growth and expansion opportunities whilc controlling costs. 

Building Products stands apart from the other business units in the Company with its 

focus on the construction industry. For this reason, we thought it possible that this 

business unit might have a better future as part of an 
Diversified Gmup 

organization with a similar focus. Accordingly, the Operating profit 
,m,!l,,,m ,,!,,n//,,", 

division was offered for sale during 1989. However, 
63 64 

theoffers received did not match thevaluc we believe 60 -- - 
the business can generate in our own hands. 

In 1990, we  will manage this business independ- 46 

ently from the Diversified Group and expect sales - 42 - 
and earnings to increase. 





&I SUCCESSFUL. SERYICT-MINDED MERCHANTS. 

WE BRING INNOYlT lON 1 N D  ORDER TO 

OUR NETWORK OF SUPPLIERS &ND CUSTOMERS. 

6 6 
First off, we had t o  be careful of complacency. 

You mean why bother changing if we're doing so well? 

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. Too much fat in the channel. 

Too much cash tied up. 

We need to help them to be more competitive. 

Not just for their sake. For our own. 

We've been leaders long enough t o  know 

there's only one sure way through the 90s. 

Keep your eye on your customer's bottom line. 

I f  he's okay, you're okay. 

If he's not, look out. 

We can do that by continumg to play 

the true merchant's role. For instance, we can minimize 

inventory duplications in the channel. 

We could certainly manage our assets better. 

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

and our suppliers'. And to  help pull i t  all together, 

we could have computers 

plugged right into both their back doors. 

Stuff like that. 

Plus a l i t t le something we'll keep under wraps for now. 

Our quantum leap. 

Our quantum leap. 

A conversation between Henry Hildebrand, President, 
Distribution Division II, (Diversified Group), 

and Dornenic Rubino. Vice~President. Barber-Nils Fine Papers 



our world in the cightics, thc  upsurge in public awareness of cnvironmcntal issues drove 

a particularly powerful message home t o  us at Ahitibi-Price. 

Contrary to popular belicf - which has singled out the forest products industry as a 

major cnvironmental villain -ou r  industry has a pretty good environmental record. T h c  

wastes and cfflucnts that actually leave our mills arc 

O U R  P O L I C Y :  largely natural and biodcgradablc. And so, of course, are 

I/ ensure that all health and en- our products, which can also be rccyclcd. Furthermore, 

vironmentalhazardsassociated o u r  resource is renewable, and Canadian  forest 

with our operations are identi- management practiccs arc sound. 

fied, assessed and minimized; But while the industry record is quite positivc-and 

while our Company has every reason to be proud of our 

efforts over the ycars - wc know that we  can d o  even better. And every employee has a 

responsibility todoso-aresponsibility tooursharcholdcrs, customcrs,and thecommunities 

we serve. 

So, in 1989, we took two significant ncw steps to mcct this rcsponsibility. 

First, we underlined ourcommitmcnt to sustainable dcvclopment and environmental 

management by developing a strong and far reaching cnvironmcntal policy for Abitibi- 

Price - a policy which extends to all our activities and all 

2/ apply effective environmen- our employees. Th i s  policy is intcndcd to frame all of 

tal procedures in all of our ac- our operating activities and stratcgic decisions with 

tivities and ensure compliance an increas ing  sens i t iv i ty  t o  t h c  cnv i ronmen ta l  

with all environmental laws and considerations. 

regulations; And second, we put the policy to work by forming a 

senior managcmcnt committee to review all aspects of 

our operations, cornmunicateourgoals, and establish and monitor new treatment standards 

at all our mills - in consultation with local management and employees, as cach mill is 

responsible for its own cnvironmental programs. 



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

we have indicated to governments at all levels our 

commitment and willingness to work with them as thcy 3/ work cooperatively with 

develop sound policies for sustainable dcvclopmcnt in governments at all levels, with 

Canada. industry associations and with 

While taking a leadership position with our otherstowardthedevelopment 

environmental policy during the year, we also plan to of natural resourcemanagement 

make major moves into recycling, with the venture we and environmental protection 

arc studying in Scotland and the new drinking facilities strategies that arescientifically 

that we are studying in Ontario and building in Georgia. and economically sound: 

In addition, we are reviewing other mills for possible 

conversion. 

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

business sense to enter and serve that market. Hut recycling represents a substantial 

investment, and it may bc  some years bcforc wc begin to 

see a significant financial return. 

T h e  incrcascd cost of enhanced effluent trcatmcnt 

goes straight to the bottom line, and wc may ncvcr see a 

return on our investmcnts in thisarca. Indeed, incrcascd 

focus on this area may curtail expansion plans over the 

next few years, as the economic feasibility of cvcry new 

investmcnt must be  vigorously assessed in light of thcsc 

costs. 

4/ support the research, de- 

velopment and implementation 

of technologies which will 

reduce the environmental im- 

pact of our activities: 

Hut those are the realities and the costs of doing business in our industry today. And 

thcy arc the realitiesofour roleas a responsible corporate 

citi/,.cn. W c  fully rccognizc that the Company's long- 5/ communicate our environ- 

term health and viability is tied directly to the health mental policies and programs 

and viahility of the communities it serves, and of the to all employees and other in- 

forests. W e  arc prepared to pay the price. terested parties. 



Papa, what is AbltibWlice doing about 
the environment? 

I don't know everything, but here at Beauprb 
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. 

Wlti I ever swlm 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 believe AbitiM-Price is doing Its paK) 

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

A c o n v e r u t t o n b ~ V ~ L s r u r d , a I ~ ~  
and her father, )Ires Lessani, an elecbriciian 

at our Beaupr6. Quebec, mill. 



0 I / i I .  Sales of $3.3 billion for the year 1989 wcrc approximately the same as 

1988 and compare with $3.0 billion in 1987. However, net earnings of$54.2 million 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. liarnings for 19XYinclude a rcstructur- 

ing charge of $31.2 million which is referred to below. Without this charge, after-tax 

earnings for the year would havc hcen $75.2 million or$1.00 per common share. Ne t  earn- 

ings for 1988 includcd an extraordinary gain of $2.9 million resulting from the sale of land 

in South Carolina, I1.S.A. 'l'here were no extraordinary items in 1989 or 1987. 

T h e  restructuring charge consisted of the write-off of an old newsprint machine at 

Grand Falls, Newfoundland which is to he permanently withdrawn from production in 

early 1990, a provision for employee termination costs relating to that closure, plus the 

write-off of the assets of a discontinued self-insulating hardhmrd siding operation at the 

Company's building products plant in Alpena, Michigan. 

Apart from the rcstructuringcharge, principal causes of the drop in 1989 earnings wcrc 

significant declines in operating profits from newsprint, groundwood papers and coated 

papers. Common to the first two business segments in particular was the effect of the 

ongoing decline in the Canadian value of the 1J.S. dollar which, despite the degree of 

protection provided by the Company's hedging program, has continued to have a negative 

impact on earnings. In 1989, the I1.S. dollar averaged Cdn. $1.184, down 4% from $1.231 

in 1988 and down 11% from $1.326 in 1987. 

Newsprint salcs in 1989 totalled $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. In addition to the effect 

of the lower value of the 1J.S. dollar, the drop in 1989 sales and operating profit from 1988 

reflected the reduction in salcs volume and price discounting which have resulted from 

new capacity coming on the market while demand has remained flat. From 1987 to 1988, 

newsprint sales and operating profit improved because of higher shipments, price in- 

creases in most markets and the benefits realized from capital invested in the modcrniza- 

tion of production facilities. 

I t  is expected that the u n f a v o ~ d > l c  supply/demand situation, with the attcndant 

pricing pressures, will continue and the Company is not expecting any improvement in 

sales in 1990. However, in the manufacturingarea, which is within the <:ompany'scontrol, 

steps were taken during 1989 to introduce a wide range of improvements which will lcad 

to increases in productivity, product quality and cost effectiveness. These  include the 

reduced usc of chemicals and costly kraft pulp, an incrcase in the yield of the pulping 

operations, and capital cxpcnditures to modernize machinery and processes. 

T h e  Alabama River Newsprint joint venture, which is rcferrcd to in Note 2 to the 

financial statements, is on budget and construction is expected to be completed in 1990 

as scheduled. 



In recognition of growing environmental concerns and the thrust towards the use of 

recycled products, the Company has announced definite steps in the area of recycled 

newsprint. I t  has already announccd the installation of a deinking facility at its joint 

vcnturc newsprint mill in Augusta, Georgia, which should be in operation by the end of 

1990; it is studying thc use of rccycled wood fibre at a mill in Ontario; and it is studying 

the feasibility of a partnership to produce newsprint from rccycled paper at a mill to  he 

built in Scotland. 

Sales of groundwood papers increased to $363 million in 1989 frorn $343 million in 

1988and$279million in 1987, whilcoperatingprofitof$23.3 million forthc yearcompared 

with $44.0 million and $1 1.7 million in 1988 and 1987, respectively. T h e  increase in 1989 

groundwood papcrs sales was essentially due  to an increase in capacity which became 

availahlc at the bcginning of the year with the conversion of a newsprint machine to the 

production of directory paper at the Alma, Quebec, mill. Howcver, operating profit 

showed a significant drop in 1989 for the same reasons as newsprint - over-supply with 

pricing pressures, plus the decline in theCanadian valuc of the 1I.S. dollar. In addition, the 

Company suffered production problems and low efficiency levels at its Jonquii-re, 

Quebec, mill. 'l'he improvement in groundwood papcrs 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 rcpresentcd the first full 

year's sales of the Company's new clay-filled supercalcndered paper. These  positive 

factors more than offset t he  negative effect of the decline in the value of the l1.S. dollar 

frorn 1987 to 1988. 

T h e  outlook for groundwood papcrs in I990 is mixed. 

A continued softening of dcmand for the lower value 

gradcs is expected because of the oversupply of newsprint. Average Exchange Rates 
<5! 1 '.\ m ~ m , d w ~ ~  d,~ll,m>~ 

Howcver, demand should remain strong for high quality 

directorypapers, forms papers and supercalenderedgradcs, 1.40 _ -- 

and the Company is expected to benefit from reposition- 

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

from actions taken during 1989 to improve production ef- 

ficicncics. 1.30 - 

At $145 million, sales of coated papcrs in 1989 com- 

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

At t he  same time, however, 1989 showed an operating loss 

and $6.7 million in 1988 and 1987, respectively. T h e  drop 

:\ 
of $7.6 million, as against operating profits of $13.4 million m - - 

in sales and the operating loss in 1989 were d u e  to a -- - - 

weakcning of Canadian demand, increased competition 
1.10 - -~ - . . . . .  

85 86 81 88 B9 



from outside Canada, and the loss of production during the rebuild of a paper machine and 

an off-machine coater at thc  mill in Thunder  Bay, Ontario. T h e  improvement in coated 

papers' 1988 results over 1987 was attributable to increased demand for thc  Company's 

grades of paper, which resulted in record prnduction levcls and higher prices. 

Although it is not anticipated that prices for present grades of coatcd papers will im- 

prove during 1990, it is cxpccted that the increased production from the rcbuild of the 

Thunder  Bay paper machine plus the intmduction of new grades will return the operation 

to profitability. 

Sales of thc  distribution, office products and convcrtcd 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 operating profit of $49.3 million compared with $51.9 million 

in 1988 and $43.3 million in 1987. T h e  increase in sales in 1989 reflected the full year's 

inclusion of thc  rcsults of six businesses that were acquired in the last half of 1988. 

However, opcrating profit declined bccause of competitive pressures which forced a 

reduction in prices and profit margins in the distribution scctor. T h e  improvement in sales 

and opcrating profit from 1987 to 1988 reflected the acquisitions of the new busincsscs 

rcfcrrcd to above and the installation of new high-speed equipment to improve produc- 

tivity and reduce costs in the converted products scctor. 

T h c  outlook for the operation of the Company's distribution, office products and con- 

vcrtcd products segment in 1990 is one  of increased profitability flowing from programs 

involving reorganization and rationalization, as well as from new equipment installations. 

During 1989, theCompany announced its intention toseeka  buyerfor its U.S. building 

Net Sales By Market 
It"",",, 

Canada 

products division, but subsequently announced that 

it would keep  thc  opcration as offers from potential 

buyers did not meet  certain conditions and did not 

reflect the true value of thc  business. Sales of $193 

million in 1989 compared with $198 million in 1988 

and $222 million in 1987, while operating profit was 

$14.4 million, versus $1 1.4 million and $16.3 million 

in 1988 and 1987, respcctivcly. Although housing 

starts in the [J.S. market declined through the period 

from 1987 to 1989 and accounted for a major part of 

thc  fall-off in operating profit in 1988, in thc  period 

from 1988 to 1989 operating profit rose because the 

effect of reduced housing starts was more than offset 

by the results of a successful program to contain costs 

and reduce ovcrheads. I t  is expectcd that the effects 

of this program will lead to improved operating per- 

formance in 1990. 



Interest expense charged to earnings in 1989 was $44.1 million, compared with $51.4 

million in 1988 and $41.9 million in 1987. Interest through the period benefitted from the 

favourable effect of the declining I1.S. exchange ratc on that part of interest which was 

payable in I1.S. funds. 'l'his, plus an increasc in the amount of interest which was capital- 

ized, explains the drop in the amount of interest chargcd to earnings from I988 to 1989. 

However, from 1987 to 1988, the favourable effect of the lower U.S. exchange rate was more 

than offset by a rcduction in the amount of interest which was capiralized and by higher 

intcrest charges associated with an increase in the average amount of long-term debt  

outstanding. Capitalized interest in 1989 was $9.6 million, compared with $6.1 million in 

1988 and $9.0 million in 1987. 

Other income, net  of expense, amounted to $15.8 million in 1989, compared with $16.4 

million in 1988 and $1 1.3 million in 1987. T h e  decrease from 1988 to 1989 was attributable 

to lower interest earned on  short-term investments as the amount of surplus funds 

temporarily placed in such investments was reduced to zero during the year. T h e  effect 

of this was partially offset by interest received in the settlement of an insurance claim 

relating to the floodingofa powerhouse and dam serving the newsprint mill at Grand I;alls, 

Newfoundland, and by a rcduction in foreign exchange losses as a result of the Company's 

hedging program. T h e  increase in other income from 1987 co 1988 was principally due  to 

interestearned on a largeramount ofsurplus funds temporarily placed in short-term invest- 

ments. 

T h e  effective tax rate in 1989 was 45% compared with 41% in 1988 and 44% in 1987. 

T h e  increase in t he  1989 rate was primarily due  to the effect of the lowcr I1.S. tax ratc on 

loss operations in that country, while the reduction from 1987 to 1988 was mainly 

attributable to lower rax rates introduced with tax reform. 

1'' i N I /  /i I i it / /) 11 .i i I I /i /i /I N i/ / i // / /  I I / ;  / 1' Over the three-year period from 19x7 

to 1989, the Company's cash position declined by $43.0 million, from $1 1.8 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 capital 

projects, long-term debt  repayments, the retirement of the Series Aand C preferred shares, 

investments in new businesses and shareholder dividends. 

In 1987, the Company borrowed I1.S. $150 million in the form of a syndicated scven- 

year floating rate term loan, realizing Cdn. $197.2 million which was used to rcducc short- 

term indebtedness and augment working capital. In that same year, a 51%-owned 

subsidiary, Gaspesia Pulp and Paper Company Ltd., borrowed I1.S. $25 million in the form 

nfa  floating rate revolving loan, realizing Cdn. $32.6 million, which was used to finance its 

capital program. 



In 1988, thc  Company rcdeemcd its I1.S. $50 million Series I Debentures at a cost of Cdn. 

$60.2 million; and in 1989, Gaspcsia repaid its 1987 loan at a Canadian funds cost of $29.6 

million and borrowed I1.S. $24.5 million from another source undcr more favourable 

conditions, realizing Cdn.  $28.9 million. 

In the latter part of 1988, the Company negotiated amendments to i tsTrust  Indenture 

in order to update it to current practices. In exchange for the elimination of incremental 

debt  issuance tests, the floating charge on assets and certain other covenants, the 

Company agreed t o  increase interest rates on the Series F. (; and H Sinking Fund 

Debentures by '/z of 1%, with effect from December 19, 1988. 

T h e  Company's capital cxpenditurcs are primarily directed toward improvements in 

productivity and quality and the manufacture of higher-value products. In 1989, capital 

expenditures totalled $260.1 million, compared with $203.8 million in 1988 and $256.6 

million in 1987. Capital cxpcnditures in 1990 arc expected to approximate $150 million, 

which will be financed by cash flow from operations and additional borrowing. 'The 

Company's capital cxpenditurcs program is designed with a degrcc of flexihility so that it 

can h e  tailored to fit the funds available. 

Four quarterly common share dividends were paid in cach of the three years, totalling 

$1 per share in 1989 and 1988 and 60 cents per share in 1987. Dividends declared during 

the period totalled 87.5 cents in 1989, $1 in 1988 and 70cents in 1987. Differences between 

dividends paid and dividends declared for the ycars 1989 and 1987 arc due  to the fact that 

the dividend declared in the fourth quarter of a year is paid in the first quarter of the year 

following. At the time of the fourth quarter dividend declaration in December 1989, the 

quarterly 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 payment in January 19x8, the quarterly rate was raised from 15 cents 

to 25 cents. 

While the Company's cash requirements havc been met mainly by funds generated 

from operations and, when necessary, from new long-term financings, for liquidity 

purposes the company has a policy of maintaining sufficient bank lines of credit to cover 

temporary extra demands for cash. Ou t  of a total of $255 million of such lines of credit with 

several banks, $242.7 million remained unused at the end of 1989. lJndcr a commercial 

paper program which the Company had arranged during the last half of 1989, i t  can issue 

short-term promissory notes up  to a principal value of $200 million. At December31,1989, 

the amount of such notes outstanding totalled $124.1 million. 

1 ' 1 j I / / I  I I I' 1 1  1  / I 1 f j I 1 T h e  Company's financial statements 

havc been prepared in accordance with generally accepted accounting principles in Can- 

ada and conform in all material respects with those in the LJnited States, except as noted 

in Note  18 to the financial statements. 



CONSOLIDATED EARNINGS 

Year ended December 3 1  1989 1988 1987 ~ B ~ B I - P R E E  
(millions of Conodron doNonJ 

Net sales $ 3,257.7 $ 3,304.5 $ 2.988.0 

Cost of sales 
Selling and administrative expenses 
Depreciation and depletion 

Operating profit 
Interest expense - long-term (note 14) 

-short-term 
Restructuring costs (note 4) 
Other income and expense - net (note 5) 

Income taxes (note 6) 44.7 137.9 106.7 

53.9 197.2 134.1 
Minority interest -- 
Earnings before extraordinary item - 

Extraordinary item (note 8) - 2.9 - 

Net earnings 54.2 191.1 125.7 

Provision for dividends on preferred shares 5.7 7.8 8.1 

Net earnings available to common shareholders $ 48.5 $ 183.3 $ 117.6 

Per Common Share. 

Earnings before extraordinary item $ 0.70 $ 2.60 $ 1.70 
Net earnings 0.70 2.64 1.70 
Dividends declared 0.875 1.00 0.70 

Weighted average number of common 
shares outstanding (miilions) 69.3 69.3 69.2 

CONSOLIDATED RETAINED EARNINGS 

Year ended December 3 1  1989 1988 1987 
(millions of Cun(~dr?n dollun) 

Retained earnings at beginning of year $ 950.2 $ 836.2 $ 768.9 
Net earnings 54.2 191.1 125.7 

1,004.4 1,027.3 894.6 

Amalgamation adjustment 
Dividends declared - 

Preferred shares 
Common shares 

- 
Retained earnings at end of year 



CONSOLIDATED BALANCE SHEET 

-. . . - 
December 3 1  1989 1988 
lntdttons of Conadion dollon/ 

A S S E T S  

Current assets 
Cash and short-term investments 
Accounts receivable (note 10) 
Inventories (note 11) 
Prepaid expenses 

Fixed assets 
Property, plant and equipment 2.424.6 2,236.4 
Logging equipment and development 102.4 99.4 
Timber limits and water power rights 25.7 25.7 

2,552.7 2,361.5 

Less -accumulated depreciation and depletion - 
1,017.0 932.9 

-- -- 
1.535.7 1.428.6 

Other assets 
Interest5 in newsprint joint ventures (note 2)  100.6 96.1 

Deferred pension cost 63.7 45.7 

Goodwill 58.7 63.4 
Long-term receivables, investments and other assets 58.5 86.3 

- 
281.5 

- - .. 
291.5 

The financial stutemenrs have been upproved by the Roard: 

Director Director 



L I A B I L I T I E S  

Current liabilities 
Bank indebtedness 
Notes payable (note 12) 
Accounts payable and accrued liabilities (note 13) 
Income taxes payable 
Dividends payable 
Long-term debt due within one year (note 14) 

Long-term debt (note 14) 
--- 

Unrealized gain on translation of long-term debt 
payable in US. funds 

Deferred income taxes 

Minority interest 

S H A R E H O L D E R S '  E Q U I T Y  

Stated capital (note 15) 
Preferred Shares - 

Series A - nil shares 
(1988 - 126,760 shares) 

S8rie.s C -nil shares 
(1988 - 1,500,000 shares) 

Series F - 2,706.450 shares 
(1988 - 2,964,419 shares) 

Common Shares - 69,266,738 shares 
(1988 - 69,265,550 shares) 

Retained earnings -- 



CHANGES IN CONSOLIDATED CASH POSITION 

Year ended December 3 1  1 9 8 9  1988 1987 
(millrons of Cond im dollon) 

Operating Activities 
Earnings before extraordinary item S 54.2 $ I882 $ 125.7 
Depreciation and depletion 118.1 110.4 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 
Minority 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) 

-- 
255.0 362.9 246.4 

Financing Activities 
Issue of notes payable - net 124.1 - - 

Issue of long-term debt 29.3 - 229.8 
Repayment of long-term debt (66.1) (95.6) (28.6) 
Retirement of preferred shares (84.4) (5.6) (1.8) 
Other - - 

lnvestment Activities 
Acquisitions - (82.9) - 

Bank indebtedness 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 equity interest - (35.8) - 
Additions to fixed assets (260.1) (203.8) (256.6) 
Government capital grants and 

investment tax credits 1.1 8.5 24.3 
Decrease in long-term receivables 13.2  3.0 4.4 
Other (2.2) (11.3) 4.5 

(251.3) (320.8) (223.4) 
- 

Dividends Paid 
Preferred shareholders (6.4) (7.7) (8.0) 
Common shareholders (69.3) (69.3) (41.6) 
Minority shareholder of a subsidiary company - (12.2) - 

175.71 (89.2) (49.6) 

Cash - (Decrease) Increase (68.7) (147.3) 173.0 

- Beginning of year 37.5 184.8 11.8 
.. 
- End of year $ (31.2) $ 37.5 

- 
$ 184.8 

C a d  comprises cash andshon-tern investments, less bank indebtedness. 



CONSOLIDATED SEGMENTED INFORMATION 

.- 
Year ended December 31 ln ter~ Depreciation Additions ~BITI€JI-PRICE 

lmdtmns ~f ( : , ,~~d ,m dottars) Sales To Segment Segment And Operating To Fired Total 
Customers Sales Sales Depletion Profit Assets Assets 

BUSINESS SEGMENTS 

Ncwsprinr $ I,O58.9 $ 1.1 $ 1,060.0 $ 62.8 $ 78.9 $ 1301 $ 1,2018 
(:nlundwood paprrr ,3629 0.Y ,3638 28.1 23.3 2 . 8  570.8 
Caarrd papers 144.6 26.1 170.7 6.7 (7.6) 35.1 I655 
Uisrrihurion. Office products 
m d  Converted pavJucrr 1.4W.I 0.9 1.405.0 10.1 49.3 31.7 488.1 

Iluiidinl: products 192.8 - 192.8 8.2 14.4 6.3 1446 
Orhcr 94.4 - 94.4 2.2 I021 0 6 21 'I  

GEOGRAPHIC SEGMENTS 

Canrda 
I:.S.A. 

- 

Corpurarc 

. 
~ - B Z Z G A E N T S  

Nrwsprinr 8 1,2576 $ 2 0  $ 1.259.6 $ 61.3 $ 250.1 $ 110.h $ 1.172.2 
(iroundwud papers 343.1 0.3 343.4 24.5 4 . 0  42 9 5lW I .~ 
Ccmrd papcrs 150.6 35.8 186.4 5.3 13.4 20.2 122.1 
I k r i bu r ion .  Office products 
and Cunvcrrcd produrcrs I.2R2.8 0.7 1,283.5 8.2 51.9 20.4 497.i 

h i l d i n g  pa,ducrs 198.1 - 198.3 Y.n 11.4 5.4 IM.~ 
Orhcr 72.1 . 72.1 2.1 (0.7) 0.4 21.6 
Kliminaroons 
- ~- (38.8) (38.8) 

~ - 

$ 3,304.5 $ - $ 3.3h.5 $ 110.4 $ 370.1 - ~. ~ ~~ -- 
200.4 2.4871 

Corpurarc 3.4 143.5 
~ -- 

$ 203.8 $ 2,b311.6 

GEOGRAPHIC SEGMENTS 

I .- 
BUSINESS SEOMEWTS 

Ncwsprlnr 81.174.4 $ 1.1 $1.1757 $ 54.0 $ 4 . 9  $ l5.l.l Ol.lJ2.3 
Groundwood pnprrs 278.8 11.2 279.0 19.8 11.7 72.9 465-4 

(:oared papcrr 131.3 376 168.9 5.1 6.7 5.6 101.3 
I)isrrihurion, Office ~ruducrs 
and Cunverrcd prc~ducrs I .U78.9 11.8 1,0747 7.2 43.3 14.4 336.5 

Ruildmg producrs 221.6 - 221.6 9.2 16.3 6.1 1 ~ 1 . 9  
Orhcr 103.11 . 103.0 2. I (1.51 0.6 19.1 
Eliminarinns - i.39.91 .- (39.9) -. -- 

- . ~ 

$ 2,9880 $ - $ 2,988.0 $ 97.4 $ 271.4 252.7 2,2455 
- - -- ~~ 

Cr,rporarc 
-- 

3.9 286.8 

$ 256.6 $ 2 , ~ 3 2 . ? ~ ~  

GEOGRAPHIC SEGMENTS 

Notes: 11) Geographic segments rcflccr the lccrrion o f  thc sclt~rcr of rhc product sold. 

(21 Canadian opeiarions includr salcs to rhe I 1 .S  markcr nf$889.9 million (1988 -BY578 mill#on, 1987 $ 8 W O  milliunl and rxhcr 

cxporr sairs of $Z3lI.I m~i l ion (1988 - $270.6 millxon. 1987 - $243.1 million). 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Summary of significant accounting policies 
- - .- - - 

T h e  consolidated financial statements are expressed in Canadian dollars and are prepared in accordance 
with accounting principles generally accepted in Canada. 

(a)  Principles of consolidation T h e  financial statementsconsolidate the accountsofAbitibi-Price Inc. 
and all companies in which it holds more than a 50% interest. Investments in joint ventures and in 
companies in which Abitihi-Price dues 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 equity method of 
accounting. 

Goodwill, which represents the excess of the cost of acquired businesses over the values attributed 
to the underlying net assets, is amortized over periods not exceeding 40 years. 

(b) Translation of foreign currencies T h e  assets and liabilities of self-sustaining foreign subsidiaries 
and affiliates are translated intn Canadian funds at year-end exchange rates and the resulting unrealized 
exchange gains or losses are included in shareholders' equity. T h e  earnings statements of such 
operations are translated at exchange rates prevailing during the year. 

Monetary assets and liabilities of domestic companies and integrated foreign subsidiaries which are 
denominated in foreign funds are translated intn Canadian funds at year-end exchange rates, non- 
monetary assets are translated at historical rates, and transactions included in earnings are translated at 
rates prevailing during the year, with the exception of depreciation which is translated at historical rates. 
Exchange gains or losses un translation are included in earnings, with the exception of gains or losses 
arisingon the translationof long-termdebt payable in U.S. funds. Such gainsor losses which relate todebt 
that hedges the net investment in self-sustaining C1.S. subsidiaries are included in shareholders' equiry, 
while the balance, which relates to debt that is hedged by a future income stream denominated in lI.S. 

funds, is deferred and included in earnings in the same years as the income stream. 

(c) Inventories Inventoricsof finished products, work in process and materialsand 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 Fixed assets are recorded at cost, which includes capitalized 
interest and preproduction and start-up costs. Investment tax credits and grants received under 
government programs relating to capital expenditures are credited to fixed assets. 

Depreciation is provided at rates considered adequate to amortize the cost over the productive lives 
of the assets. T h e  principal asset 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 earned by employees as services are 
rendered. T h e  cost reflects management's best estimates of the pension plans' expected investment 
yields, wage and salary escalation, mortality of members, terminations and the ages at which members 
will retire. Adjustments arising from pension plan amendments, experience gains and losses and 
changes in assumptions are amortized to earnings over the estimated average remaining service lives of 
the members. 

T h e  difference between amounts included in earnings and Company contributions to the pension 
plans appears on the balance sheet as deferred pension cost. 

( f )  Income taxes Earnings are charged with income taxes relating to reported profits. Differences 
between such taxes and taxes currently payahle, which result from riming differences between the 
recognition of income and expenses for accounting and for tax purposes, are reflected as deferred income 
taxes on the balance sheet. 



Newsprint joint ventures 
- 

Augusta Newsprint Company T h e  Company's 50% share of the earnings and net assets of the joint 
venture newsprint operation at Augusta, Georgia, is as follows: 

Revenue $ 107.1 $ 118.3 $ 112.1 
Expenses - - 

103.0 102.8 106.0 
-- 

Earnings $ 4.1 $ 15: $ 6.1 

Assets 
Liabilities 

Net assets 

T h e  Company's share of the joint venture's earnings 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. 
Under a marketing agreement, the joint venture's newsprint producrion is sold through a wholly- 

owned sales subsidiary of Abitibi-Price Inc. 

Alabama River Newsprint Company During 1988, 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 at Claiborne, Alabama with an annual capacity of 220,000 
tonnes. Financing for the projcct, without recourse to the partners, has bccn arranged in the form of a i1.S. 
$337million loan,ofwhich ll.S.$159 million wasoutstandingat December 31,1989.Thetotalinvestment 
in the project is estimated at i1.S. $409 million, including construction expenditures of US. $342 million. 
Construction commenced in 1988 and is expected to be completed in 1990. Under a marketing 
agreement, the partnership's newsprint producrion will be sold through a wholly-owned sales subsidiary 
of Abitibi-Price Inc. Abitihi-Price's investment in the joint venture at December 31, 1989 was $30.7 
million (1988 -$29.8 million). of which $15.6 million (1988-$17.9 million) was represented by a note 
payable. 

Pulpa y Papel Orinoco. 5. A. In 1988, a Venezuelancorporarion, Pulpa y Papel 0rinoco.S. A., was formed 
toconstruct a newsprint mill in that country undera joint venture arrangement that includes Abitibi-Price 
and Bowarerlncorporaredof Darien,Connecticut,each witha 24.5% interest, theVenezuelan Government 
wirh 3690, and a group of Venezuelan newspaper publishers wirh 15%. Work has not commenced on the 
Venezuelan project and it is too soon after recent events in that country to estimate a completion date. 
Abitibi-Price's investment in the joint venture at December 31, 1989 was $1.6 million. 



Acquisitions 

In 1988, Abitibi-Price acquired all of the outstanding shares of Datarex Systems Inc. of Orchard Park, 
New York, a distributor of information processing products, fora cash consideration of$SI.l million. T h e  
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: 

Other 
Datarex Businesses Total 

Net assets acquired at fair value: 
Bank indebtedness 
Other working capital 
Fixed assets 
Goodwill 
Long-term debt 
Deferred income taxes 

Total cost $ 51.1 $ 31.8 $ 82.9 

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

In October 1988, Abitibi-Price acquired a 19.9% equity interest in Spicers Paper Limited, one of 
Australia's leading paper distributors and converters, which also has operations in New Zealand, 
Singapore and the U.S. West Coast. T h e  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 
value of the acquired shares is being amortized on a straight-line basis over 20 years. T h e  investment 
in Spicers is included in "Long-term receivables, investments and other assets" on the balance sheet 
and the Company's share of Spicers' earnings is included in "Other income and expense". 

g Restructuring costs 
- - 

Restructuring costs of $31.2 million in 1989 consist of: 

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

Provision for related employee termination costs 
at that t ~ m e  - - - -. - -- 8.0 

22.1 

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

- 
$ 31.2 



Other income and expense 
- 

~. . 

(8 mdhnsl 1989 1988 1987 

Intercst $ 6.2 $ 17.3 $ 11.2 

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 $ 11.3 
.- 

Income taxes 
- 

T h e  Company's effective income tax rate is as follows: 

Earnings before income taxes, minority 
interest and extraordinary item $ 98.6 $ 335.1 $ 240.8 

Income taxes 
-- 

44.7 137.9 
- -.- 

106.7 
. 

Effective income tax rate 45.3% 41.2% 44.3% 
-. ~ ~~ - - -- 

Made up of: 
Combined basic Canadian federallprovincial 

income tax rates 40.7% 43.9% 48.1% 
Increase (decrease) resulting from - 

Manufacturing and processing allowances (1.7) (3.3) (4.2) 
Foreign taxes 3.8 0.4 0.4 
Other 2.5 0.2 - 

- .- - -. - ~ .. .- 
Effective incomc tax rate 45.3% 41.2% 44.3% 

- ~~~ .- -- 

Consolidated earnings information 
I*-- - 

. .~ - -~ . ~~-p 

I$ m;Nionil 1989 1988 1987 

Maintenance and repairs $ 159.5 $ 152.5 $ 147.3 

Taxes other than payroll and income taxes 46.7 37.3 36.8 

Pcnsion expense - Company and 
government plans 9.0 12.5 7.6 

Operating lease rentals 47.4 43.3 39.5 
~- . ~~~~ -- 



Extraordinary item 
- ~ 

T h e  extraordinary gain of $2.9 million reported for the year 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 

I$ millions) 1989 1988 1987 

Cash used for changes in operating 
working capital components: 

Decrease (increase) in current assets: 
Accounts receivable $ 41.0 $ 5.0 $ (30.7) 
Inventories (17.7) (42.7) (15.2) 
Prepaid expenses (1.3) (10.7) (1.3) 

Increase (decrease) in current liabilities: 
Accounts payable and accrued liabilities, 

excluding dividend payable to a minority 
shareholder of a subsidiary company 22.8 (27.6) 23.7 

Income taxes payable (4.7) 3.5 7.1 

40.1 (72.5) (16.4) 
Operating working capital acquired with the 

purchase of a subsidiary company and 
other businesses - 41.7 - 

Change in operating working capital $ 40.1 $ (30.8) $ (16.4) 

Accounts receivable 

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

4 Inventories 

Finished products and work in process $ 237.8 $ 233.1 
Pulpwood, sawlogs and expenditures on current 

logging operations 110.5 105.5 
Materials and operating supplies 84.8 76.8 

$ 433.1 $ 415.4 -- 



Notes payable and bank lines of credit -- - -- - -. 

IJnder a commercial paper program arranged in 1989, the Company can issue short-term promissory 
notes in U.S. currency up to a principal value of equivalent 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 l1.S. $107.1 million at the year-end. 

At December 31, 1989 the company had $242.7 million in unused bank lines of credir. Any 
borrowings under these lines of crcdit would bear inrerest at the prevailing market rates. 

Accounts payable and accrued liabilities 
- 

Trade accounts payable 
Accrued vacation pay 
Accrued salaries, wages and benefits 
Accrued resrructuring costs 
Other 
-- - -- - 

Long-term debt 
- - -- 

- - 

Abitibi-Price Inc.: 
Sinking Fund Debentures - 

11'12% Series F, maturing 1995 S 7.4 $ 8.3 
I171x% Series G, maturing 1992 (11.5'. $12 million) 13.9  23.9 
10.65% Series H, maturing 2000 (U.S. $93.5 million) 108.3 121.8 

Floating Kate l 'crm Loan, maturing 1994 
(US. $150 million) (a) 

~ -- 
173.8 178.9 

Abitibi-Price Refinance Inc.: 
Floating Rate Cumulativefl'crm Loan, 

maturing 1993 ((1,s. $96.4 million) (b) 
-~ ~ 

111.7 115.0 

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

(I1.S. $24.5 million) (c) 28.4 - 
Floating Rare Revolving Loan, maturing 1992 
-- 

~ 

29.8 

Other indebtedness 25.2 41.6 
-- -- -. - 

468.7 519.3 
Less: Amount due within one ~ year 33.3 30.5 -- 

s 435.4 - $ 488.8 

(a)  Interest is at a ratc approximating IJROR. T h e  loan is secured by an Abitibi-Price Inc. Series L 
Debenture. T h e  Company has entered into interest rate exchange agreements, covering the period to 
1994, for a principal amount of l1.S. $100 million at an average fixed inrerest rate of 8.88%. 



(b) Interest is at rates approximating U S .  base rate or LIBOR for US. funds borrowings and at rates 
approximating EuroCanadian rate or Canadian hank prime for Canadian funds borrowings. T h e  loan is 
secured by an Abitihi-Price Inc. Series K Debenture. 

( c )  Gaspesia Pulp and Paper Company Ltd. may borrow on a revolving basis up tolLS. $29.4 milllon 
to December 31, 1996, with the balance of the loan becoming due on that date. Interest is at rates 
approximating ISROR or U S .  base rate. 

During 1988, the Company negotiated amendments to its Trust Indenture, eliminating the incremental 
debt issuance tests, the floating charge on the Company's assets and certain other covenants in order to 
update it to current practice. As part of the negotiations, the Company agreed to increase the coupon 
rates on the Series F, G and H Sinking Fund Debentures by '12 of I%, 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 currently 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 
-- 

T h e  Company is governed by the Canada Business Corporations Act and is authorized to issue an 
unlimited number of preferred shares and common shares. 

Common Shares Number of 
common shares $ millions 

Outstanding at January 1 ,  1987 
-- . 

69,211,114 $ 259.8 

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

1987 35,497 0.3 
1988 18,939 0.3 
1989 1,188 - 

~- 

Amalgamation adjustment - 1987 - 
- - 

1.8 
~~. 

Outstanding at Ikcember  31, 1989 69,266.738 $ 262.2 

At December 31, 1989, 2'lr million common share purchase warrants were outstanding. Each warrant 
entitles the holder to purchase, on or priortoJune 15,1990, onecommon share for$30. No warrants have 
been exercised. 

7 '/2% Cumulative Redeemable Preferred Shares Series A - T h e  balance of the Series A shares, which 
were issued at $50 per share, were retired in 19X9ar a cosr ofS6.4 million (1988-3,600 shares with a hook 
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 PreferredSharesSeriesC- T h e  SeriesCshares, which were issued at $50 share, were /B~IB~.PRICE 
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 I%, with a maximum 
dividend rate of 9% per annum. 

$0.94 Cumulative Redeemable Retractable Preferred Shares Series F- 'The Series F shares, which 
were issued at $1 1.50 per share, are redeemable by the Company at $1 1.50 per share and are retractable 
at $1 1.50 per share at the option of the holder on January 1 in each year. In 1989, 257,969 shares were 
retracted (1988 - 468,814 shares; 1987 - 132.61 1 shares). 

Lease commitments 

The  Company and its subsidiaries have entered into operating leases to charter ships and m 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: 

1990 $ 33.6 

1991 27.4 

1992 17.8 

1993 11.6 

1994 10.2 

Remaining years 40.0 

$ 140.6 

Pension plans 

The  Company's pension plans, covering most employees, are primarily contributory, defined benefit 
plans that provide pension benefits based on length of service and final average earnings. T h e  Company 
has an obligation to ensure that there are sufficient funds in these plans to pay the benefits earned and, 
although the Company's contributions vary from year to year, they are made in accordance with the 
annualcontribution requirementsof regularoryauthorities. Pensioncontributionsaregenerally invested 
in balanced funds with outside managers and at December 31, 1989 approximately 52% of the assets 
were held in equity securities, with the remainder in fixed income securities. 



T h e  following table reconciles the funded status of the pension plans with the amounts recognized 
on the Company's balance sheet: 

($ millions) 

1989 1988 

Market value of assets S 850.5 $ 771.1 

Actuarial present value of accumulated plan benefits 
based on current service and compensation levels 

Vested 
Non-vested 

Adjustment for projected service and 
compensation levels 

Excess of market value of assets over 
projected benefit obligations 

Consisting of: 
[Jnrecognized gain 
Prior service cost not yet recognized 

in periodic pension expense 
Balance of unrecognized net assets existing 

at January 1, 1986 
Deferred pension cost recognized on 

the balance sheet 

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

Service cost - benefits earned during the year for both 
defined benefit and defined contribution plans S 15.0 $ 16.4 $ 18.7 

Interest cost on projected benefit obligations 59.1 55.9 50.6 
Actual return on plan assets (117.1) (73.9) (63.9) 
Net total of other components 

.. .. 
38.9 

- 
1.8 
.- (9.0) 

Net pension cost (credit) S (4.1) $ 
. ~~ 

0.2 - $ (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 h e  assumed long-term rate of return on 
pension plan assets was 9.5% (1988 - 9.0%). 



United States accounting principles flernsl-P~lw 
.. .~~ ~~ -- ~ ~ 

T h e  financial statements havc been prepared in accordance with generally accepted accounting principles 
("GAAP") in Canada which, in the case of the Company, conform in all material respects with those in the 
lJnited States, with the following exceptions: 

(a)  Earnings adjustments - 
(i) Unrealized exchange gains or losses arisingon the translation of long-term debt payable in u.S. funds 
that is hedged by a future income stream denominated in 11.S. funds are deferred and included in earnings 
in the same years as the income stream. If such gains or losses had been included in earnings as they 
occured, as required under 11s. GAAP, the effect would have been: 

Net earnings, as reported under Canadian GAAP S 54.2 $ 191.1 $ 125.7 

Unrealized gain on translation of long-term debt 
payable in U S .  funds, net of income taxes 0.6 21.2 11.7 

Net earnings, as adjusted to (1,s. (;UP $ 54.8 $ 212.3 $ 137.4 

Per Common Share: 

Net earnings, as reported 
Adjustment 

- 
Net earnings, as adjusted 

(ii) Under r7.s. GAAP, the extraordinary item referred to on the earnings statement and in note 8 to the 
financial statements would he included in earnings before the extraordinary item. 

(iii) T h e  impact on net earnings adjusted to U.S. GAAP of Financial Accounting Standard 96 relating to 
income taxes, which is required to be implemented for fiscal years commencingafter December 15,1991, 
has not been determined. 

(b) Preferred shares - Under Securities and Exchange Commission reporting requirements, preferred 
shares which are retractable at the option of the holders would not be reported under Shareholders' 
Equiry, but would be reported under a separate caption entitled "Retractable Preferred Shares". T h e  
Company's Series F 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 million for Series C). 

Comparative figures 
p~ 

Certain comparative figures havc been reclassified to conform to the current year's financial statements 
presentation. 



have been approved by the Board of Directors. 
T h e  financial statements have been prepared by management in accordance with accounting 

principles generally accepted 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. 
T h e  integrity of the financial statements is supported by an extensive and comprehensive system 

of internal accounting controls and internal audits, the latter being coordinated with reviews and 

examinations performed by the shareholders' auditors in the course of satisfying themselves as to the 
reliability and objectivity of the financial statements. 

T h e  shareholders' and internal auditors have free and independent access to the Audit Committee 

which is comprised of six non-management members of the Board of Directors. T h e  Audit Committee, 

which meets regularly through the year with members of financial management and the shareholders' 

and internal auditors, reviews the consolidated financial statements and recommends their approval to 

the Board of Directors. 
T h e  accompanying consolidatcd financial statements have been examined by the shareholders' 

auditors, Price Waterhouse, whose report follows. 

T O  T H E  S H A R E H O L D E R S  O F  A B I T I B I - P R I C E  I N C .  

We have examined the consolidated balance sheets of Abitibi- 

Price Inc. as at December 31,1989 and December31,1988 and the consolidated statements ofearnings, 
retained earnings and changes in cash position for each of the three years in the period ended December 

31, 1989. Our examinations were made in accordance with generally accepted auditing standards, and 

accordingly included such tests and other procedures as we considered necessary in the circumstances. 
In our opinion, these consolidated financial statements present fairly the financial position of 

Abitibi-Price Inc. as at December 31,1989 and December 31,1988 and the results of its operations and 

the changes in its cash position for each of the three years in the period ended December 31, 1989 in 

accordance with generally accepted accounting principles applied on a consistent basis. 

Chartered Accountants 

February 16, 1990 

Toronto, Ontario 



QUARTERLY FINANCIAL INFORMATION 

-- - 
Net Sales 
Operating prufit 
Restructuring costs 
Net carnings 

--- 
Per common share: 

Net carnings 
Dividcnds dcclared 
Div~dends paid 

- - 
Price range per common share 
7omnto Stock Exrhan~e  

H ~ g h  
Low 

1Ym York Stork Exchiznp ( I '  S iioNars) 
High 
Low 

Net Sales 
Opcrating profit 
Earnings before extraordinary item 
Net earnings 
-- -- - 
Per common share: 

Earnings before extrat~rdinary item 
Nct carnings 
Dividends dcclared 
Dividcnds paid ---- - 

Price range per common share 
Tomnto Stock Exrhmnfie 

High 
I,ow 

* Nm York S f o l  b:schmn~e ( lr  S. dolfars) 
High 
Low 

-- - - 
Net Sales 
Operating profit . . 
Net earnings 

Per common share: 
Net carnings 
Dividends declared 
Dividcnds paid 
- -- ~p -- 

Price range per common share 
lbronto Srock Eschonp 

High 
I.ow 

' ,Ym, York Stork E.rchanfie / / I  S. do//arri 
High 
I,ow 

1st 2nd 3rd 4th 
Quarter Quarter Quarter Quarter ---- 

TOTAL 
-- 

$ 8l0.l $ 830.3 $ 816.4 $ 800.9 $ 3,257.7 
48.5 57.8 32.8 19.0 158.1 

- - - 3 2  (31.2) 
26.3 28.8 13.6 (14.5) 54.2 



ELEVEN-YEAR FINANCIAL REVIEW 

-- 

1989 1988 1987 1986 
Sales  and earnings /,# rni/l;oml 

N e t  sales $ 3,257.7 $ 3,304.5 $ 2,988.0 $ 2,763.5 
Cost of  sales 2.706.5 2.566.2 2.385.1 2,226.0 
Selling and administrarivc expenses  275.0 257.8 234.1 203.1 
Ikpreciat ion and depletion 118.1 1 10.4 97.4 88.7 
Operating profit 158.1 370.1 271 .4 245.7 
lntcrest expense - long-term 37.4 50.5 39.3 35.1 

- short-term 6.7 0.9 2.6 2.0 
Restructuring costs 31.2 - - - 
Other  income and expense 15.8 16.4 11.3 4.0 
Income taxes 44.7 137.9 106.7 91.9 
Minority interest 0.3 9.0 8.4 10.6 
Earnings before extraordinary items 54.2 188.2 125.7 110.1 
Extraordinary items - 2.9 - (2.8) 
N e t  earnings 54.2 191.1 

-- 
125.7 

~- -~ 
107.3 

-- 

Dividends declared ($ mi//i~,,.s) 

I'rcfcrrcd shares $ 5.7 $ 7.8 $ 8.1 $ 8.7 
Common shares 12) 60.6 69.3 48.5 41.5 

-~ 

Capital expenditures /$ rn;/l;on.</ S 260.1 $ -2-03.8 256.6 $ 263.0 
-- - - -  

Financial position I$ rnilliom) 

Working capital S 327.6 $ 554.0 $ 622.3 $ 459.0 
Fixed assets, net  1.535.7 1.428.6 1,.358.1 1.232.6 
I.nng-term d e b t  435.4 488.8 597.2 428.9 
I k f c r r e d  incomc taxes 434.0 412.8 318.1 273.5 
Minority interest 41.8 42.1 33.1 36.9 
I'rcfcrrcd shares 31.1 115.4 121.0 122.8 
Common shareholders' equi ty  1,200.3 1.212.4 1,098.1 1.028.6 

- -- 

Per common share  (1) 

Earnings hcforc extraordinary i tems $ 0.70 $ 2.60 $ 1.70 $ 1.50 
N e t  earnings 0.70 2.64 1.70 1.46 
Dividends declared IN 0.875 1 .00 0.70 0.60 
Dividends paid (2) 1.00 1 .OO 0.60 0.60 
Common shareholders' equi ty  17.32 17.50 1.5.86 14.86 

- ~- 

Return on average common sharcholdcrs'cquiry 4.0% 15.6% 11.1% 10.9% 
Long-term dehtllong-term d e b t  plus 

- 
shareholders' cqui ty  

- 
26.1% 26.9% 32.99, 27.1% 

- -  

N u m b e r  of cmployccs (year e n d )  15.600 16.200 l6,000 16.200 

Notes 

(1) I'igurcs for t h e  ycars 1079 to 1084 have hccn  restated to  reflect the  3-for-1 split of common sharcs 
which hccamc effective hlay 1, 1985. 

(2) Four  quarterly dividcnds were paid in each of the  ycars 1979 to  1988, bot  because of changes in 
dividend declaration dates, three  dividends were declared in 1983 and five in 1985. 



Oiguminthou.~,zndsl PRIMARY PRODUCTION 
GI 

Newsprint* 

fronnuri 
Pn)duction 
1984 1,721 
1985 1.699 
1986 1.798 
1987 1 .833 
1988 1,900 
1989 1,791 
Capacity - 1990 1.953 

mmdwood 

Papers 

fton,wnr.~i 
-- 

374 
34') 
350 
.3 6.3 
407 
416 
443 

$ 1,634.3 
1,352.4 

12I.X 
70. I 
90.0 
25.2 

1.4 
- 

29.0 
22.4 

6. l 
63.') 

(2.6) 
6 1 3  

$ 10.8 
31.1 

$ 1-87,') 
- 

$ 437.3 
91 7.9 
385.X 
187.6 

19.5 
122.7 
721.1 

$ 0.87 
0.82 
0.50 
0.50 
I l .6O 

7.5% 

31.4% 
- 

14,600 

Kraft 

Products 

fnmnrri 
- 

115 
105 
87 
- 
- 
- 
- 

$ 1,763.4 
1,356.3 

117.8 
61.7 

227.6 
28.2 

- 
- 

19.0 
87.2 

7.8 
123.4 

12.3 
135.7 

$ lO.0 
33.1 

$ 2 0 7 . 0  

$ 461.4 
837.1 
388.9 
174.7 

10.6 
130.8 
701.5 
- 

$ 1.85 
2.05 
0.5.3 
0.53 

11.29 
- 

18.0% 

31.8% 
~- 

17,800 

Lumber 

f"fht,,/ 
- 

181 
10.3 
83 
55 
52 
52 
83 

$ 1.364.7 
1,076.5 

98.8 
5.3..3 

136.l 
25.7 
0.3 
- 

40.') 
5 I . Y  

4.8 
94.3 
18.0 

11 2.3 
- 

$ 9.8 
30. I 

$ 231.0 
- 

$ 414.3 
7.30.0 
360.7 
127.') 

18.1 
139.9 
560.4 

$ 1.50 
1.82 
0.53 
0.53 
9.93 

-~ 

16.1% 

34.0% 
- 

17,300 

Coated 

Papers 

ftonnr,V 
~- 

121 
126 
1.32 
142 
144 
140 
174 

$ 1,470.9 
1.134.3 

93.4 
49.5 

103.7 
20.0 

0.8 
- 

32.1 
80.5 

5.7 
l lX.8 
33.6 

152.4 
-- - 

$ 9.1 
28.0 
- 

$ 153.5 
- 

$ 3.39.1 
594.1 
237.7 
105.4 
24.5 

14.1.0 

-- 
487.0 

- 

$ 1.96 
2.56 
0.50 
0.50 
8.68 

- -- 

25.5% 

27.4% 
- 

18,300 

Hardboard 

1,,,sf 
?qu;w,im// 
- - 

1,111 
1,155 
1.058 
1,147 
1,032 
1.054 
1.267 
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I>evelopmcnr Corporation 
'l'orrmto, Ontario 

Marshall A. Cohen. W:. 
(Age 541 (1.3.4) 
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fixecuriw Officer 
'l'he Mo i rm Companies 
Limited 
'l'onmro. Ontario 

Lionel G. Dodd 
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Olympia & York 
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Robert C. Gimltn 
(Agc 69) (1.4.5) 
Diremr 
Naples, Florida 
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(Age 63) (1,.3,4,01 
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Gulf Canada Kcsources 

1,imircd 
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(Agc h l )  (2.3) 
D i m f o r  
'l'orona,. Ontario 

Gilbert I. Newman 
(Age 6x1 (1.2.4.51 
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Olympia & York 
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Toronto, Ontario 

Albert Reichmann 
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( ,Xnimm 
Olympia & York 
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'l'onmto. Onraric 

Paul Reichmann 
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Prmidmt 
Olympia & York 
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'l'onlnro, Onrariu 
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Chief h.'xerutiw Offirer 
Rinfrcr Associates, Inc. 
Ncw York, Now York 

Francis J. Ryan. Q.C. 
(ARC- 63) (2) 
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Stirling. Ryan 
St. John's, Newfoundland 

Paul-Gaston Tremblay, Chl .  
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Chicoorimi. Quchcc 

David A. Ward. YX:. 
(Age 581 (6) 
Partnn- 
Davirs, \Vard & Beck  
'l'omnro, Ontario 

(1) Executive Committee Member 

'l'hc Execurivc (:c,rnmittec's principal responsi- 
hiliry i s  roacr on hchalfof rhc Hmrd of Dirccturs 
hrtwccn rcgular Board mcctings on matrcrs that 
cannor b r  postponed until the Hoard can hc 
asscrnhlcd.'l'hosc mnrrcrswill usually have hem 
addrcssrd in advancc by the Hward, which will 
havc provided dircctim to rhc Executive (:om- 
m iwx .  

(2) Audit Committee Member 

'l'he Audir (:ommitree, n m c  of rhe marnhcrr of 
which arc officers of rhc Company, rcvicus a l l  
audired financial staterncnrs wirh managcmrnt 
and thc sharcholdars' audirors and, after satisfy- 
ing irsclf as to rhc integrity of thc statemcnrs, 
rccommcndr rhcir approval hy rhc Hoard of 1% 
rcutors. 'l'he Aodir Cornmitrcc a l s o  r w i e w  
changes in aucc,unringpolicicsand satisfies irsclf 
as to rhc cfkctivrness of audit program- and 
internal cmtrol syrtcms and pmcedurcs. 'l'he 
Commirrcc mccts regularly with horh inrcrnal 
and cxrernal audirors. without managcmcnr 
prcscnt, to rcvicw rhriracrivirics and to crmsidcr 
thc rcwlrs of rhcir audirs. 'l'hc Comrnirrcc airo 
rrcornmcnds rhe appointment ofrhc (:wnpsny's 
cnternsl audirors u, thc Ihard of Dircvrors. 

(3) Human Resources and Compensation Com- 
mittee Member 

'l'hc Human Krsr~t~rcesand(:ompcnsaric,n (:urn- 
mirrce wcrsrcs cornpcnsarion srrangcrnrnrs for 
officcrs and managcrs of [he Crmpany and rc- 
virws thc Company's plans and activities in rhc 
dcvclopmmt of k c y  managcmcnr persanncl. 

(4) Planning Committee Member 

'l'hc I'ianning Commirrcc review Ihng-rcrm 
srrarcgic plans, annual ohjecrivcs. major cnpiral 
prr$xts and invcstrncnt strarcgics as well as sig- 
nificant icqoivirims and divcstirurcs. 

(5) Pension Fund Committee Member 

'l'hcl'ension l:~~nd(:ommitrccadvises rhc Hoard 
wirh respect ro  all funding, administrarivc and 
policy matrcrs rclaring to the (:ompan)'s pcn- 
s i m  plans. 

( 6 )  Nominating Committee Member 

'l'hc Nominating (hrnmittre recornmcnds to 
the Rrrard of l>ircctors rhc slarc of dirccrur 
candidarcs r o  he proposed for election hy rhe 
rhareholdcrs ar rhc annual meeting. I t  also reL.- 

rmmrnds candidarcs u, fill vacancie, on rhc 
Board as rhev occur. 



P R I N C I P A L  O F F I C E R S  I 
Chairman and Chief Executive Officer 

President and Chief Operating MRcer 

Ronald Y. Ohcrlandcr 

Executive Vice-presidents 

Jeffrcy Chipman 

Sharon A. Paul 
Corpomre and Pr~hlil 
A/uin 

Treasurer 

Jamcs A. Hone 

PRINCIPAL DIVISIONS AND SUBSIDIARIES 

Abitibi-Price Sales Diversified Group 
Corporation Henry Hildchrand 
(Ncwsprinr and 1 ' m . d ~  
Gmundwwd I'apcr 1)irrrihurion Ilivisim I1 
Salcs) 

Building Pmducts 
Olvislon 

John V O h c n  
P ~ ~ d k t  

Pmvincial Papers 

George '1'. IViid 
Prmidmr 



Ilncuatcd groundwood paper manufacture 
pr inc ipa l ly  forms, directory and super- 
calendered grades. 

Premium coated papcr manufacture for 
publication and commercial printers, paper 
merchanrs and converters. 

Fine paper merchants distributing 
domcsric and imported printing papcrs, 
business papers, graphic arc supplics and 
srarionery pmducts. 

National packaging products mcrrhant 
distributing special order and srock dcsign 
conminers and wrapping materials to the 
food-service, rerail and industrial rnarkcrs. 

Information processing producrs disrribu- 
tion. 

Officc products, office furniture and 
cquipmcnr sales. 

Envelope manufacture and distribution. 

Paper products manufdcturc and dis- 
rrihurion for school, hnmr, and officc. 

Industrial rowels, plain and printed 
bags and folding carrons manufacture 
and distribution. 

GROUNDWOOD PAPERS 

COATEDPAPERS 

NEWSPRINT 

DISTRIBUTION 
DIVISION I 

DISTRIBUTION 
DlVlSlON II 

OFFICE PRODUCTS 

CONVERTED PRODUCTS 

A l , , t , I > l~ l ' k~  Inc., 'l'<,r,,,,,<>, o n r .  
A1,itih-l'ricc Salt, (:qwrarion. NCV Ymk. U)' 
Ahirihi-Price Snles Company l.imircd. I,ondon. England 

MILLS Grand Falls and Stephenville. Ntld.; Alma and 
Chandler, Sue.; Iroquois Falls and Thunder Ray (2). Onr.; 
Pine Falls, Man.; Augusta, GA 

Abiribi-Pricc Inc., 'l'oronro. Onr. 
Abirihi-Pricc Sales Corporarim, New York, NY  
Abiribi-Pricc Salcs Company I.imited, 1,ondon. England 

MIUS Alma, Reaupre, and Jonquitre, Qor. 

Prrwincial Papers. Thundcr Ray. Onr. 

MILLS Thunder Ray and Georgetnwn. Ont. 

HEAD OFFICE Ahitihi-Price Inc., Tomntu, Onr  

lnrcr Ciry Papcrs, hlmrreal. Que. 
I,auzicr Lirr lc 
Whyte Hooke Papers 

Whirakcr Carpcnrer hlaquettc, Chicago. IL 

barber-Kllir Fine Papers, Richmond. R.C. 
Kaplan Papcr 
Papcr Shoppes 
1.e march6 de I'imprimcur 

Axerry. Buffalo. NY  

Axidara, Monrreal. Qoc. 

Jaffc Scarionerr. Forr I,auderdrlc, FI. 

lnnuva Knvrlopc. Markham. Onr 

Hilroy. Tomnro, Onr. 

I'ricc Wilson. Mmtrcal, Qur  

M I U  Lachurc. Quc. 

Hardboard siding producrion. BUILDING PRODUCTS 

Decorarivc and prefinished paneling MILLS Middlchury, IN; Hiawatha. KS: Alpcna, hll; 
I.umbermn and Roaring River, NC, Tolrdu. OH 

Prefinished cnrrr&d mouldings produc- 
r i m  

1 Interior wood hi-fold doom, shurtcrs, 
shelving. and allied millwork production. 

Random lcngrh softwood lumber sales. Ahitihi-Pricr 1.umhcr Sales. Tomnro. Onr. 

MILL I.'Ascension. Sue. 

Krafr pulp sales. Ahitibi-Pricc lnc.. hlontrcal, Quc. 



Annual general meeting 'l'he annual meeting of share- 
holdersofAhitibi-Price Inc. will be held at thc King Edward 
Hotel, Vanity Fair Aallrnom. Mezzanine I,evcl, 37 King 
Street East.'l'oronto. Canada. on Monday, April 23. 1990 at 
11:00 a.m. 

Common share lnfonnatlon Common shares of the Com- 
pany are listed on the Toronto, blc~ntreal and Vancouver 
stock exchanges under the symbol A, and on the Ncw York 
Stock Exchange under the symbol ABY. 

Valuation Day (December 22,1971) 

Common S/IUTY price: $7.25 

ThcValuation Day common share pricedoes not rcflecr the 
3-for-l split which was cffectivc May 1. 198.5. 

Fonn 1O-K Acopy oftheCompany's 1989 Kcport on Form 
10-K as filed with the llnitcd States Sccorities and Ex- 
change (:ommission is available without charge by writing 
to the Investor Relations Department at thc Hcad Officc 
address. 

Transfer agents and registran, 

M o n t m l  TM Company 
Toronto, Montreal, Vancouver. Calgary. Regina. Winnipeg 
and Ilalifidx, Oanada 

National Bank of Detroit 
Detroit, U S A  

Price Waterhouse 
Toronto, Canada 

Head M c e  

Ahitibi-Prim Inc. 
2 First Canadian Place, Suite 130(1 
Toronto. Canada MSX I A Y  

Telephone (41 6) 369-6700 




