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m Many companies g now making moderate
Investments — however the bigger spending is for
private equity to acquire substantial industry assets



WihererAre We?

. : ..
NorthrAmeErcaninaustry Context
StlliNel m?ijor playermimius and global economy
AlSEctolesiiNargest in the'world — supply &

Slow growth
m Organizat Orirl Structure changing

O Significant fi prﬂlements essential for
Individual companies to outperform the market
& Industry to reassert dominance




WihererAre We?

NVESILES Context

| [ T nrlm iiaectengne nas performed well
RieNERIain viable — but overall returns
IrREloW target

amlimber of iIndustries have
Sta P}FlrlHy mproved performance once
consolidation and discipline took hold

The Steel & Can industries are examples of
Industries going from poor to strong
performers




Wihere*Are We?

NVESLers  Context

| ro Jlrl DEPEITIEEXT?

~\r) el

m And good m@ happen to industries when
supply becomes extremely constrained

v Consider crude oil refining and today’s
windfall profit taking



WiErerAre We?

NVESIEISH COnLeXt |

mATREYWARmliNgasHEreEen built in last 12+ years

/ZEven with zon]ng,gﬁvf“ﬁ & regulatory
cleaianEEsSItnecost Would e economically
PronnIuVENGIFMma| el players

Private equity isipaying about 30-40% invested

capital costsiier assets

m Capacity Is being constrained & managed

m As such In the not-too-distant-future, this may
lead to full cost of capital returns




Where Are We?

IV ESLOISISORILEXT

m Other rJr]v@rs pleVicing ErlJJW]r_JH the US industry:
7Asia’s rmge appetiterior commodities & pulp + rising
SIIPPIMENE 5'5 =an unprecedented situation

/AN eakerdoliai@inakes orts ore expensive generally

/“NOWNGIE eyogr?:;jvf oy 10%-20% to iImport paper
orgrl JCEJ IeMPEUrope & Asia than to manufacture them

v And un ke the US automotive Industry, paper makers
don't have ajor@'gacy Issues — pensions, health care, or
environmental headaches

m Some now then think all of this = a more bullish future
for our industry



2
caltionary limits of these
clakes nlkJ W/ ust be on top of:

/r e Jri££emrp pficost curves that go with
comsoiidanten and assets’ closures

| steﬂstock markets reactions to
these today’s market changes are limiting

m S0 even with these postive shifts for the NA
Market noted herein, vigilence is required

10
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- Where Are We?
_féﬁff 8E49% firom 1999 Peak

North American Pulp, Paper & Board (ST 000s)
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Whiere Are We?
e —ﬂ/lore ilian Offiset by Rising Prices

2007 Change In NA Current vs. 2006

NA Grade Production Average Price

Printing & Writing -1.6% +8% to +12%
Boxboard +1.0% +18%
Containerboard -0.3% +12% to +18%

Newsprint -5.8% -10%

Tissue -4.3% +2%

Chemical Paper Grade

+2.5% +21% to +38%
Pulp

Total -1.1% +9%




here Are We?
-

ENpr— EXcept For Newsprint

Date

UFS #4 Xero
(USS/ton)

02/2008

60Ib #3 CFS
(USS/ton)

02/2008

42+# Kraft Liner
(USS/ton)

02/2008

30Ib Newsprint
(USS/tonne)

02/2008

Pulp NBSK Trans.
(USS/tonne)

02/2008
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vestment Spending

Other Financial Measures

[Asset turnover,

A, enterprise value, & role of intangibles]
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Fojizll sheeheldeRelrns Have Been Positive and
SPessWelawerihan —But Trail ~ The S&P 500

Total Annual Shareholder Return
Period 1year 5year 6 year
Paper -10% 5% 4%
S&P 500 5% 13% 6%
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Latest Quarter 1 Year

M Pulp & Paper B S&P 500
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imancial Performance
_—
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J\/Ja*qgé,it Valller=Revenue Multiple — Trails S&P 500
: il -
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lRanciall Performance
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flt Jlelre)lfls S@dled Afiter A Period Of Decline
nelnNG Peits Cewer Than The S&P 500
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clal Performance

| -irts Grewing Long-term — And
'S Tﬁgn S&P 500 In Short Term

Latest Quarter 1 Year

M Pulp & Paper Bl S&P 500
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B Eigancial Performance

Vigikenvalue — EBITDA Multiple
ipisEBEUE Isun Eine With S&P 500

12.0x

100x A
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6.0X

40X
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Median Ttl. Enterprise Value / EBITDA
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-0~ Pulp & Paper = S&P 500
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S nc:lal Performance

o~
/ is onlBook Value of Total Capital

eI
Cr/';m DEIIING tR@mams Below Cost of Capital

20.0%

ROTC averages 6.6%
vs. 11.8% cost of capital

oC0%-+rrrrrrrrrrTTTTTTTTT T T
1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 2005
=O=Return On Total Capital =4— Cost of Capital
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— Risen vs. Investment
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=0 Debt % of Invested Capital



Siancial Performance

AKENVAINENRPEWINROSE IN 2007 Relative To Equity
BUREMINSIEEIoM2002-2006 In Absolute Dollars

$100,000 50.0%
- 45.0%
$90,000 - -+ 40.0%
- 35.0%
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T 5.0%
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I EAVIEYNSIENWING Now: Increasing Versus Sales
SURATENSEIoW,2001 L evels - R&D Is Flat
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lmancial Performance
—_—

As Siumoever Is Improving
INOWIENCEEdS) S&P2 500 By 11 Points

Mg
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== Pulp & Paper -= S&P 500
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Asset Turnover




Ouilees —|; Jompetitive

WihaiNSiCompetitiveness — Looking Out?
What DeRWe Nee [ e — To Reassert A
Comoe il ed Performance’>

e — Competitiveness Factors?

Changing Measures of Competitiveness
[Trade patterns, role of print, & assets’ age]

What Are The Competitiveness Implications?

27
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PUbeeK— FHow Competitive?

We NEedNerUnderstand That Competitiveness
[SHVitltidimensional

. e. S Iife pe/Asian mills’ productivity/

- guality. &
m Product Performance vs. Substitutes - i.e.
| i@lding cartons vs. plastic packaging,

Der Vﬁ“ TV uelie
m End-User Performance vs. International Competitors
- I.e. domestic vs. international manufacturers

m Financial Performance vs. Other Investments - I.e.
returns on paper investment vs. alternatives of

similar risk

28
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R ol
@)Lt ¢ — Hovv Competitive?

B2SECrORNIIESE S JJrﬂ'emJJo s, Industry Participants
VI u"'%e ognize

B Offrshegeneisupstitution by alternative mediums have
difiven demenoieiow peak levels

NA [ostiitsreostileadership in pulp and paper production —
DU ItS campetiveness IS being lifted by a weak dollar
and perfermance |mptﬁvements

B The industry’s ital rationing strategies did erode its

asset base
B The composite financial performance weakened

m Yet with the upturn of the past few years and improving &
changing economics — there is real potential

AS



ke=IHeMm Competitive?
iﬂ Volume NA Grades
* ave Stbstitution Threats

Grade Category

Potential Substitutes

Re-usable shipping containers,

Containerboard offshoring of manufacturing

Flexible packaging, offshoring of

Packaging Grades manufacturing

Printing & Writing | Electronic communications, alternative

Papers advertising mediums

Electronic communications, alternative
advertising mediums

Tissue No Major Substitutes

Newsprint

30



K= BHow Competitive?

ef#By US Consumers With Printed
O —Except Beoks and Yellow Pages

=o=Total Printed Media
=B Newspapers
=& Consumer magazines

= Consumer books
== Yellow Pages

Hours Per Person Per Year

2000 2002 2004 2006 2008 2010
31



S OUieek=How Competitive?
' US Consumers With Electronic
|zl ExXCept Radio and Recorded Music

=0=Total Electronic media
-~ Television

=& Radio

— Internet, video games and

mobile media
== Recorded music

Hours Per Person Per Year

=@- Box office and home video

2000 2002 2004 2006 2008 2010

32



1995-'06 Annual
Line ltem Growth
Cell Phone Subscriptions
Pay TV Subscriptions
Internet Usage (18+)

Current Population 300mm

1990 1995 2000 2006
Bl Cell Phone Subscribers B Pay TV Subscribers B Internet Users 18+
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We Impreyved Asset Quality Through

Stment & Closure of Uncompetitive Lines
o

Characteristic
(Median) 1999 2007 % Change

Maximum Speed
(fpom)

Width (inches)

Capacity (tons per
day)



K oW Competitive?

r-@oduct ExXport Growth Outpaced
mpeRsEReducing Net Imports in 2007
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2 O K= How Competitive?
| erf Preduct Imports Are Growing
SSterianpEXxports = Leading To Trade Parity

$9,000,000
$8,000,000
$7,000,000
$6,000,000
$5,000,000
$4,000,000

$3,000,000

Dollar Value of Converted Paper
Product Trade ($000s)

$2,000,000
$1,000,000

$0
1995 1997 1999 2001 2003 2005 2007E

=4—Exports == Imports =A== Net Exports
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oK = HeW Competitive?

dimeARulprand Paper MilllProduct Exports
BIEHNGEURE On Impoerts In Recent Years

$18,000,000

$16,000,000 - -~ - = s

S 8 $14,000,000 B - oommom N oo e

$12,000,000 +---- Ngeoo e oo BT

$10,000,000 +----Ngozzgo -~ AN
$8,000,000

$6,000,000

Dollar Value of Pulp, Paper Mill
and Paperboard Mill Products ($000s)

$4,000,000
$2,000,000

$0
1995 1997 1999 2001 2003 2005 2007E

=&—Exports == Imports =#=Net Imports
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QUi —IHow Competitive?

e indiSiyahasiiadiperiods of strong and poor
PERORMENCESINCE e d970s — yet even though it faces a
coRuRUANINATOUTIN 'fLsmess e\ [renment ~ long-term
Jmprovemems alife iy possinle

ustitution and glebal market place threats
s&‘%olldated commodity grades
S'economy is at risk for a recession

m Also note that itlonal business models have been
stretched to the limit with

v The emergence of the global marketplace

v' The new power of rapidly moving knowledge and knowledge
transfer; plus

- v New technologies: such as bioenergy, nanotechnology, etc.



PUlleeke=Fow Competitive?

Accoraingly;, participants must and can
€2 oW, to thrive

JmlJerl lrll SO ﬁmf S can excel if they use
)turn & chart a new course

[ @ some cases a VERY NEW

oking course

39



¢ Growth
NASEECEREMY Sectors Outlook

[Implications for the Industry]

40
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9. ‘QI llook e Economy

OVENEIINECONE Growth Projections
JeieEiesSiower Growth In The Industry
—
Real GDP Growth By
Region
Advanced Economies
uS 3.9% 3.2% 3.3% 2.1% 2.5%
Euro Area 3.2% 2.6% 3.2% 2.7% 2.3%
Japan 2.7% 1.9% 2.2% 2.4% 2.1%
UK 3.3% 1.9% 2.8% 2.T% 2.5%
Canada 3.3% 2.9% 2.7% 2.5% 3.0%

Other Advanced
Economies

2004 2005 2006 2007F 2008F

4.3% 5.8% 5.7% 4.9% 51%

Emerging Markets 6.6% 6.7% 7.3% 6.7% 6.2%
4.5% 5.8% 5.6% 5.8% 5.8%

Africa

Central / Eastern
Europe 5.5% 6.0% 6.8% 6.0% 5.0%

Developing Asia 7.6% 9.0% 9.5% 8.7% 8.0%
Middle East 5.1% 4.3% 5.0% 4.5% 4.6%
Latin America 4.6% 4.7% 5.6% 4.8% 4.3%
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-';I, - Outlc
J\Jﬁﬁjectors That Dir

i

N

Economic Indicator

Impacted

Industry Segment

Real GDP

All

Implicit Price Deflator

All

1.6% 1.9% 3.1%

3.4%

Personal Consumption Expenditures

All

4.4% 3.2% 3.1%

3.1%

Industrial Production

All

Indust. Prod. - Non-Durables

Containerboard

Indust. Prod. - Durables

Packaging

9.5% 0.7% 7.4%

5.3%

Food & Beverage Sales

Boxboard

3.2% 3.6% 1.0%

4.0%

Food services and drinking places

Tissue

5.5% 6.3% +8.0%

6.0%

Computer & Peripheral Sales

P&W Papers

Professional Employment &
Business Services

P&W Papers,
Tissue

Housing Starts

Tissue, Building
Products

2.9% 5.5% -13%

-25%
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DK CPBIS

- @uitleck—Pulpwood

»

$200

s180 1 US Pulpwood
TOS160 | Prices:
S sw0 Upward
£ $120 - Pressure &
S $100 Increased
3 %0 Marginally
e 2007/08
(ol

PAQ o= -ommmo e n oo oo sl
PO ------mmm o no o oonnoenoioioiii
$0

But Remain
Low By

1990 1992 1994 1996 1998 2000 2002 2004 2006 Historic
-=- Nominal Price Standards

=~ Real Price ($2007)
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';w*”‘: Qutlec ﬁ‘gﬁovered Fiber

)
g $120
= $100
9 = Recovered

o . .

0T 980 Fiber Prices:
£ s Rising With
o5 $60 -
o q Export
g 840 Demand &
ge i
§ $20 e ngher-
z Domestic
& $0 | | ‘

Consumption
2000 2002 2004 2006 2/2008

YTD

== 0OCC#11 - ONP#8
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Olitlook - Oil

Packaging

Stimulating
1990 1993 1996 1999 2002 2005 2/2008 1
YTD Biofuels

$0

T $100 _

= a0 | $90+ Bbl Oil
S 380 ] Puts Cost

®

§  $70° Pressure on
72 %60 Manufacturers
og By But

2@ $40 - .

E s Dissuades

i $20 | Use of Plastic
2 $10

o

6

=2~ Real Price ($2007) == Nominal Price
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®
S OUtosk SiNatural Gas
»

$10
$9 -

$7+ per MCF
Natural Gas

Standards
e Still High

ey
$0

S s Down From
22 T 2005 Peaks
25 so But Remains
g%’ $5 | High By
g3 ™ Historic
¢ g3

@©

Enough to
1090 1992 1994 1996 1998 2000 2002 2004 2006 STIEE
-=-Nominal Price Biofuels

=~ Real Price ($2007)
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SVeErcliFNTENN AN REUSHY Has) Performed

REIRWVEIN AN ENROVEIRT ast Five To Six Years

UstiyRanticipants WilllContinue To Be
e Produce Strong Financial

Suppress

And As A Caution, For The First Time In
A Number Of Years, There Is A Significantly
Increased Chance Of Recession
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KEVAllaKEaway's
FOOKINIENSH

H [ReN
ziclec)|

A mrllury iREncial’perfiormance has been
HEENIUINIOL JomoeJJmJ Or a number of years

i

2ars
apa

arelief - yet are

IMpreVEMENISHIITEC
G Increases, managed

SENSILIVEND _)JUHH
OIS INEVY]

8
f

=
<3

QUality OifinyvESIMent decl lons, economic & demand
factors + indust y’s notivation for changed business
modelsiwill drive performance mid-to long-term

Changes in industry direction will Impact all aspects of
the industry — producers and suppliers alike

m Thereis light on the horizon - however It is not yet
assured - stay tuned ... And manage well
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=Slal e ghts

seize the opmﬂmltles instead of simply
enjoying our respite —to refocus and
restructure in new and novel ways

50



Contac Jn rmatlon

Thank You! ~Cop|es Avallable At

www.fairvalueadvisors.com ~ And ~ www.cpbis@gatech.edu

Contact Information

Dan Cenatempo
President ~ FairValue Advisors
+ 888-212-0495 ext. 101 ~ dan@fairvalueadvisors.com

Dr. Jacquelyn-Danielle McNutt
: Executive Director ~ Center for Paper Business & Industry Studies
: 404-894-5733 ~ Jacquelyn.mcnutt@cpbis.gatech.edu

: Dr. Colleen Walker

: Associate Director ~ Industry Liaison

- Center for Paper Business & Industry Studies

: 404-894-5756 ~ colleen.walker@cpbis.gatech.edu
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