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Abit ibi-Conso l idated Inc. — We are a 

leading Canadian-based manufacturer and 

global  marketer  of newsprint and uncoated

g roundwood papers. O p e r a t i n g 18 mi l ls  

t h roughout North Amer ica and the 

Uni ted K ingdom, our v i s ion is  to  be 

the world’s pre f e rred marketer and 

m a n u f a c t u rer of  papers for communicat ion.

Forward-looking Statements

The Sec u ri ties Liti ga ti on Reform Act of 1995 provi des a “s a fe harbo u r ” for forw a rd - l ooking statem ents so long as those statem ents are iden ti f i ed as for-

w a rd - l ooking and are accom p a n i ed by meaningful cauti on a ry statem ents iden ti f ying important factors wh i ch could cause actual re sults to differ mate-

ri a lly from those proj ected in the statem en t s . This report contains forw a rd - l ooking statem ents abo ut futu re opera ti ons and ex pect a ti ons of t h e

com p a ny and contains statem ents of the Com p a ny ’s bel i efs ,i n ten ti ons and ex pect a ti ons abo ut devel opm en t s , re sults and events wh i ch wi ll or may

occur in the futu re , and are based on certain assu m pti ons and analysis made by the Com p a ny derived from its ex peri en ce and percepti on s . However,

actual re sults and devel opm ents may va ry materi a lly from those de s c ri bed as they are su bj ect to a nu m ber of risks and uncert a i n ti e s ,i n cluding gen era l

econ om i c ,m a rket and business con d i ti on s , opportu n i ties ava i l a ble to or pursu ed by the Com p a ny, ch a n ges in law and other factors ,m a ny of wh i ch are

beyond the con trol of the Com p a ny. The Com p a ny does not intend to update forw a rd - l ooking statem en t s .



Overview

$57-Million Net Profit for the Quarter

In the first quarter of 1998, Abitibi-Consolidated Inc.

recorded net earnings, before synergy incentive and

unsuccessful acquisition costs, of $57 million, or 29¢ per

fully-diluted common share — a $108 million, or 55¢

per common share increase, from 1997’s first quarter

loss of $51 million and equal to 1997’s fourth quarter

net income, before one-time charges, of $57 million.

The increase in earnings resulted primarily from higher

selling prices and lower manufacturing costs.

After the synergy incentive after-tax expense of $13

million and unsuccessful acquisition after-tax expenses

of $4 million, the Company earned $40 million (or 21¢

per fully-diluted common share).

Synergy Update

We are now realizing significant savings from our amal-

gamation. In the first quarter of 1998, our annualized

savings rate reached $165 million. For the first quarter,

this meant that we saved $48 million in pre-tax costs

compared to average quarterly results for 1996.

(millions of Canadian dollars)

Achieved March 31,1998 
in Quarter 1, Annualized

1998 Run Rate

Paper and lumber manufacturing 

cost savings $ 36 $ 113

Gross profit on additional sales volume 4 14

Selling, general and administrative

expense reduction 5 20

Annualized cash savings

from reduced capital expenditures 1 5

Lower interest income and other income,net (3) (12)

Total before interest savings 43 140

Interest savings 5 25

Total synergy program savings $ 48 $ 165

To achieve these net savings, we have a special incentive

plan in place f or our executive group, senior operators

and managers. In March,1998, we expensed $13 million

of after-tax synergy incentive costs. If we achieve $200

million in annualized program net savings, incentives

under this plan would be a further $10 million, after-

tax. These incentive payments will be expensed when

they become payable.

Share Repurchase

On April 27,1998, Abitibi-Consolidated Inc.announced

it had issued a normal-course issuer bid for its common

shares. Starting April 29, 1998, we received the right,

under the normal course issuer bid, to purchase for can-

cellation up to 10% of the public float of our common

shares — approximately 14.5 million shares. No more

than 2% of the Company’s shares can be purchased in

any 30-day period. This right to purchase shares expires

April 28, 1999, and is valid only for shares traded on the

Toronto and Montreal Stock Exchanges. A copy of the

Notice of Intention, with respect to this normal course

issuer bid, can be obtained by contacting our Investor

Relations department at 514-394-3264. We believe that,

at times, the market price of our common shares does

not adequately reflect the Company’s underlying value

and financial prospects. Accordingly, we consider the

purchase of the Company’s shares a use of cash that is

consistent with our goal of increasing shareholder value.

U.S.and Mexican Assets of Office Products Division Sold

On April 3, 1998, we sold the Company’s U.S. and

Mexican Office Products Division for net cash of U.S.

$100 million. We anticipate that we will record a gain on

this sale in the second quarter. The net proceeds from

the sale were used to reduce long-term debt. We expect

to divest the remaining assets of the Office Products

Division by year-end.

U.S.$600 Million in Long-term Debt Refinancing

On April 1, 1998,the Company issued U.S. $600 million

in long-term unsecured debt with the following terms:

▪ U. S . $250 mill i on , 6.95% note s , due April 1, 2 0 0 8 ,

issued at 99.806%,



▪ U. S . $100 mill i on , 7.40% deben tu re s , due April 1,

2018, issued at 99.287%, and

▪ U. S . $250 mill i on , 7.50% deben tu re s , due April 1,

2028, issued at 99.184%.

This debt was issued pursuant to the Company’s U.S.$1

billion shelf registration, which was filed in November

1997. Net proceeds from the offering were used to

replace floating rate shorter-term facilities. This financ-

ing helps achieve a Company goal of securing diversified

s o u rces of borrowing and en su ring that the term 

structure of the Company’s debt more closely matches 

the useful lives of the produ ctive assets wh i ch it 

helped fund.

Dividends

On January 2, 1998, the Company paid shareholders a

$19 million cash dividend of 10¢ per common share.On

March 10, 1998, the Company declared a cash dividend

of 10¢ per common share,payable on April 1,1998.

Inventory

On March 31, 1998, our inventory levels were 61,000

tonnes lower for newsprint and 43,000 tonnes lower for

value-added groundwood papers than at the same time

a year ago. Inventory levels for newsprint had increased

44,000 tonnes from the below average levels we had at

the end of 1997, while value-added groundwood paper

inventory levels decreased 2,000 tonnes from the 1997

year-end level. March, 1998 newsprint inventory levels

actually declined by approximately 16,000 tonnes. We

will continue our disciplined inventory management by

taking downtime when appropriate.

Bid to Acquire Avenor Inc.

In Ma rch ,1 9 9 8 , the Com p a ny made an of fer to acqu i re all

of the outstanding com m on shares of Aven or In c . at a

pri ce of $28 per share , for a total con s i dera ti on of a pprox-

i m a tely $2 bi ll i on . A com peti tor, h owever, m ade a su b s e-

qu ent bid of $35 per share . At that pri ce , we no lon ger

vi ewed Aven or In c . as an acqu i s i ti on that would provi de

va lue for our shareh o l ders . Accord i n gly, we wi t h d rew our

bid and ex pen s ed the $6 mill i on , pre - t a x , of co s t s .

Summary Of Results From Operations

Operating profit, for the first quarter of 1998, before the

synergy incentive expense, was $108 million — $156

million higher than the first quarter of 1997. This

increase is primarily attributable to higher selling prices,

favourable exchange rates and significantly lower manu-

facturing costs in our paper business.

Our operating profit, before unusual items, was

$9 million below the fourth quarter of 1997. This was

mainly attributable to higher losses on foreign currency

hedging transactions.

N E W S P R I N T  A N D  VA L U E - A D D E D

G R O U N D W O O D  PA P E R S

Our paper business recorded a first quarter operating

profit of $95 mill i on , before the syner gy incen tive

expense. This is $150 million better than the loss of $55

million we incurred in the first quarter of 1997.

Our average 1998 first quarter global net selling

prices were 17% higher in the first quarter of 1998 than

in the same period in 1997. This increased our operating

profit by $104 million. Lower manufacturing costs fur-

ther improved our operating profit by $35 million.

Higher value-added groundwood paper sales volumes

added $8 million to operating profit, while decreases in

other operating costs added another $3 million to oper-

ating profit.



North American Newsprint Markets

Our first quarter North American newsprint sales vol-

umes were 403,000 tonnes, or 13% below those of

1997’s fourth quarter. This reduced operating profit by

$12 million. Our average first quarter North American

net selling prices were 4% higher than in the fourth

quarter of 1997 — which increased our operating profit

by $12 million. In the first quarter, our average North

American net selling prices were 23% higher than in the

first quarter of 1997.

Historically, the first quarter has been our lowest

paper sales period. Conversely, the fourth quarter, with

Christmas advertising has been the strongest. Thus our

13% sales volume drop from 1997’s fourth quarter to

1998’s first quarter is in line with historical trends.

CPPA statistics show that in January and February, 1998

consumption by daily newspapers (by far the largest

consumers of newsprint) was up 3.7% from the same

period in 1997. Also, these figures show that in January

and February, 1998, total U.S. newsprint consumption

increased by 16,000 tonnes as compared with the same

period in 1997.

The second quarter begins with relatively low total

i nven tori e s , and strong nati on a l , d i s p l ay and insert

advertising. As a result, North American newsprint mar-

kets are expected to experience healthy demand, which

will help implement our announced U.S. $40 per tonne

newsprint price increase.

International Newsprint Markets

Our first quarter international newsprint sales volume

was 261,000 tonnes, or 7% lower than the fourth quar-

ter of 1997. Most of the decline occurred in Asia, while

Europe and Latin America remained at fourth quarter

1997 levels. This reduced operating profit by $3 million.

Our average first quarter international net selling prices

were 4% higher than in the fourth quarter of 1997,

which increased our operating profit by $6 million.

According to the CPPA, North American exports

for January and February, 1998 were down 22% from

the record-setting pace set in the same period of 1997.

Our exports, which were 1% less than the first quarter of

1997, were above those expected by many analysts.

Value-Added Groundwood Paper Markets

F i rst qu a rter net sales of va lu e - ad ded gro u n dwood

papers were $315 million, down $14 million from the

fourth quarter of 1997. The benefits of higher selling

prices and lower manufacturing costs were more than

offset by a 5% drop in sales volume from the fourth

quarter.

Supercalendered

First quarter 1998 demand for our supercalendered

papers (SC) was strong, due to increased advertising by

retailers. The pricing differential between light-weight

coated (LWC) grades and SCA continued to be in the

20% to 25% range. This resulted in many end-users

substituting SC products for LWC.

Si gnificant new North Am erican SCA capac i ty

(350,000 tonnes) is expected to be started up in May,

1998. With a better demand-supply balance, reduced

producer and consumer inventories and tight markets

for LWC papers in 1998, it is po s s i ble that,

even with this new capacity, demand could continue 

to be balanced with supply for supercalendered pap ers

in 1998.

Directory

Directory pricing remained stable during the first quar-

ter of 1998. Our net selling prices and sales volumes

were rel a tively unch a n ged from the fo u rth qu a rter 

of 1997.



Paper Manufacturing Operations

Overa ll , our first qu a rter manu f actu ring costs for

newsprint and value-added groundwood papers were

lower than the same period in 1997 by $29 per tonne

and $76 per tonne, respectively. This represented savings

of $45 million in our manufacturing costs. Our manu-

facturing costs were $41 per tonne lower for newsprint

and value-added groundwood papers, which translates 

into an annualized pre-tax saving of $160 million as

compared to 1996.

In 1998, our paper mills have operated at 97.7% of

capacity, up from 94.2% during the same period in

1997. During the first quarter, we took 3,000 tonnes of

m a rket - rel a ted down ti m e , as com p a red to 47,500

tonnes taken during the first quarter of 1997.

During the first quarter of 1998, our paper mills

operated at 86.3% efficiency, up from 84.2% during the

same period in 1997. The improved efficiency increased

our profitability by $6 million, as compared to the same

period in 1997.

During the first quarter of 1998, reduced prices for

many of our key r aw mat erials lowered manufacturing

costs by $10 million, as compared to the same period a

year ago. Of that $10 million, steam and power prices

reduced manufacturing costs by $6 million, lower wood

and kraft pulp prices saved $2 million and lower chemi-

cal prices reduced costs by $2 million. We also realized

$12 million in savings from using less kraft pulp and

ch emicals in our opera ti on s . Redu ced spending on

maintenance supplies and usage of other materials low-

ered costs by another $15 million.

N E W S P R I N T  P U R C H A S E D  A N D  R E S O L D  A N D

C O M M I S S I O N S

Our newsprint purchased and resold and commissions

business segments’ first quarter net sales were $142 mil-

lion, up 19% from the first quarter of 1997. Operating

profit of $6 million for the quarter was $2 million

higher than the $4 million recorded in the same period

of 1997. Higher paper prices offset lower sales volumes.

L U M B E R  A N D  P U L P

Our first quarter net sales were $61 million, up 13%

from the first quarter of 1997. Operating profit of $7

million for the quarter was $4 million higher than the

$3 million recorded in the same period of 1997.



Financial Position And Liquidity

As of March 31, 1998, we had $58 million in cash— up

$12 million from the $46 million we had on December

31,1997. The increase was primarily the net result of the

following:

▪ $103 mill i on gen era ted by con ti nuing opera ting 

activities;

▪ $57 million spent on additions to fixed assets;

▪ $9 mill i on spent on inve s tm ents and other asset s ;

▪ $19 million of dividend payments; and

▪ $7 mill i on used to fund discon ti nu ed opera ti on s .

In the first quarter, we spent $57 million on capital

improvements at our mills, which is $22 million below

our deprec i a ti on and amorti z a ti on for the qu a rter.

We remain committed to our goal of keeping capital

expenditures, on average, at or below our depreciation

and amortization expense for the next three years.

Our April, 1998, U.S. $600 million refinancing and the

U.S. $100 million net proceeds from the sale of the

Office Products division will improve the Company’s

liquidity and financial position.

Year 2000

Our “Year 2000” program was launched in March, 1997,

and is progressing as planned with the implementation

of new financial information systems, certified as “Year

2000” compliant, completed in half of our mills. The

resources are in place to finalize the implementation

and/or upgrade to “Year 2000” compliance standards at

the remaining mills and Head Office by June, 1999.

We are near completion of a comprehensive review of

process systems in our mills and have b egun to imple-

ment upgrades and/or replacements, which are expected

to be completed by the third quarter of 1999.

We have begun the process of contacting suppliers

to assess their degree of readiness and to ensure that our

compliance deadline will not be adversely impacted.

We will contact the remaining suppliers before the end

of 1998.

We will continue to monitor risks and progress as

part of the process of becoming Year 2000 compliant

and will advise all of our stakeholders on a regular basis.

Outlook

As of March 31,1998,paper inventories remained at rel-

atively low levels and paper consumption was forecast to

increase in North America, Europe, Latin America and

Asia. We believe this lays a strong foundation for the full

implementation o f our announced U.S. $40 per tonne

price increase for newsprint effective May 1,1998.

Synergy program savings are ahead of our initial

ex pect a ti on and we are convi n ced we can re ach

$ 2 0 0 m i ll i on of a n nu a l i zed pre-tax savi n gs before 

May 31,1999.



u n a u d i t e d

(millions of Canadian dollars, except per share amounts)

T h ree months ended 

M a rch 31

1 9 9 8 1 9 9 7

Gross sales $ 1,093 $    905
Freight expenses 95 96

Net sales 998 809
Cost of sales 768 730
Depreciation and amortization 79 80
Selling, general and administrative expenses(4) 43 47
Synergy incentive 20 —

Operating profit (loss) from continuing operations 88 (48)
Interest expense on long term debt 28 29
Unsuccessful acquisition costs 6 —

Earnings (loss) from continuing operations before income taxes 54 (77)
Recovery of (provision for) income taxes (19) 21

Earnings (loss) from continuing operations 35 (56)
Earnings from discontinued operations,net of income tax expense(5) 5 5

Net earnings (loss) for the period $ 40 $ (51)

Per common share:
Earnings (loss) from continuing operations $   0.18 $ (0.29)
Net earnings (loss) for the period

Basic 0.21 (0.26)
Fully diluted 0.21 (0.26)

Weighted average number of common shares outstanding (millions)
Basic 194.2 193.7
Fully diluted 197.5 197.5

Fully diluted number of common shares outstanding at end of period (millions) 197.5 197.5

C O N S O L I D AT E D  R E TA I N E D  E A R N I N G S

u n a u d i t e d

(millions of Canadian dollars)

T h ree months ended 

M a rch 31

1 9 9 8 1 9 9 7

Retained earnings, beginning of period $ 589 $ 804
Net earnings (loss) for the period 40 (51)
Dividends declared (19) (9)

Retained earnings, end of period $ 610 $ 744

C O N S O L I D AT E D  S TAT E M E N T  O F  E A R N I N G S



u n a u d i t e d

(millions of Canadian dollars)

M a rch 31 December 31
1 9 9 8 1 9 9 7

A S S E T S

Current assets
Cash and deposits $       58 $      46
Accounts receivable 451 481
Inventories 456 417
Prepaid expenses 45 28
Current assets of discontinued operations(5) 281 232

1,291 1,204
Fixed assets 4,055 4,104
Investments and other assets 43 43
Deferred pension cost 171 170
Goodwill 728 733
Non-current assets of discontinued operations(5) — 41

$ 6,288 $ 6,295

L I A B I L I T I E S

Current liabilities
Accounts payable and accrued liabilities

Continuing operations $    631 $    663
Discontinued operations(5) 86 92

Dividends payable 19 19
Current portion of long-term debt

Recourse 10 90
Non-recourse 17 17

763 881
Long-term debt

Recourse 1,412 1,338
Non-recourse 292 294

Deferred income taxes 612 594

3,079 3,107

SHAREHOLDERS’  EQUITY

Common shares 2,599 2,599
Retained earnings 610 589

3,209 3,188

$ 6,288 $ 6,295

C O N S O L I D AT E D  B A L A N C E  S H E E T



unaudited 

(millions of Canadian dollars)

T h ree months ended 

M a rch 31

1 9 9 8 1 9 9 7

Continuing operating activities
Earnings (loss) from continuing operations $ 35 $ (56)
Depreciation 73 74
Goodwill amortization 6 6
Provision for (recovery of) deferred income taxes 17 (10)
Other non-cash items 2 (4)

133 10
Changes in non-cash operating working capital components of continuing operations (30) (125)

Cash generated by (used in) continuing operating activities 103 (115)

Financing activities of continuing operations
Increase in long-term debt and bank indebtedness 5 230
Repayment of long-term debt and bank indebtedness (4) (50)
Preferred shares redeemed and cancelled — (10)
Other — 1

Cash generated by financing activities of continuing operations 1 171

Investing activities of continuing operations
Additions to fixed assets (57) (85)
Increase in investments and other assets (9) (6)

Cash used in investing activities of continuing operations (66) (91)

Dividends paid to common shareholders (19) (9)

Cash generated by (used in) continuing operations 19 (44)
Cash used in discontinued operations(5) (7) —

Increase (decrease) in cash during the period 12 (44)
Cash and deposits, beginning of period 46 76

Cash and deposits, end of period $   58 $   32

C H A N G E S  I N  C O N S O L I D AT E D  C A S H  P O S I T I O N



C O N S O L I D AT E D  P R O D U C T  G R O U P  S E G M E N T  I N F O R M AT I O N

(millions of Canadian dollars)

N e t Cost of
T h ree months ended March 31, 1998 S a l e s S a l e s

Newsprint $ 480 $ 351
Value-added groundwood paper 315 231
Synergy incentive — —

Total Paper(1) 795 582
Lumber and Kraft Pulp(2) 61 48
Newsprint purchased and resold and commissions(3) 142 138

Total $ 998 $ 768

(millions of Canadian dollars)

N e t Cost of
T h ree months ended March 31, 1997 S a l e s S a l e s

Newsprint $ 394 $ 367
Value-added groundwood paper 242 202

Total Paper(1) 636 569
Lumber and Kraft Pulp(2) 54 45
Newsprint purchased and resold and commissions(3) 119 116

Total $ 809 $ 730

(1) The Paper Business consists of the Company’s 16 wholly-owned paper mills and the C ompany’s ownership interest in its two 50% newsprint joint
venture mills.

(2) Lumber sales were 110 million board feet (1997 – 95 million board feet). Lumber production was 124 million board feet (1997 – 107 million board feet).
Pulp sales volume was 27,444 tonnes (1997 –34,000 tonnes). Pulp production was 28,000 tonnes (1997 – 38,000 tonnes).

(3) The Newsprint purchased and resold and commissions business segment consists of sales of the Company’s joint venture partners’ share of the produc-
tion of the newsprint joint venture mills and the 92,928 tonnes (1997- 97,775 tonnes) of newsprint from Boise Cascade’s DeRidder, Louisiana mill.
In addition to the sales and production tonnage shown above,the Company receives commissions on the sale of 70,173 tonnes (1997 – 61,688 tonnes) of
newsprint sold for Stone Container Corporation’s Snowflake, Arizona mill and 26,368 tonnes(1997- 40,177 tonnes) of newsprint sold for Pine Falls
Paper Company. The Company’s contract to sell paper for the Pine Falls Paper Company ended in February 1998.

unaudited 



S e l l i n g ,
General and D e p re c i a t i o n P a p e r Paper 

G ro s s A d m i n i s t r a t i v e a n d S y n e rg y O p e r a t i n g P ro d u c t i o n S a l e s
P ro f i t E x p e n s e s A m o rt i z a t i o n I n c e n t i v e P ro f i t (000s of tonnes)

$ 129 $ 27 $ 46 $ — $ 56 703 664
84 15 30 — 39 350 354
— — — 20 (20)

213 42 76 20 75 1,053 1,018
13 3 3 — 7

4 (2)(4) — — 6 176 171

$ 230 $ 43 $ 79 $ 20 $ 88 1,229 1,189

S e l l i n g ,
General and D e p re c i a t i o n P a p e r Paper 

G ro s s A d m i n i s t r a t i v e a n d S y n e rg y O p e r a t i n g P ro d u c t i o n S a l e s
P ro f i t E x p e n s e s A m o rt i z a t i o n I n c e n t i v e P rofit (loss) (000s of tonnes)

$ 27 $ 31 $ 48 — $ (52) 689 660
40 13 30 — (3) 308 296

67 44 78 — (55) 997 956
9 4 2 — 3
3 (1)(4) — — 4 180 180

$ 79 $ 47 $ 80 — $ (48) 1,177 1,136

(4) Selling, general and administrative expenses are net of commission income of $3 million (1997 – $2 million) 

(5) On April 3,1998 the Company sold its U.S.and Mexican Office Products Division to United Stationers Supply Co. for net proceeds of $US100 million.


