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VIEWNEXCECUEUNCOSNGeS Capital But Twice Since 1975
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estructiion ~ 30 Year Look

edﬁebt Levels Across Time ~
10 R@OIIC Deficiencies = Lost Value
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Rapid Transformation® - Extraordinary Results

Siitlicieon —~ Recent Look
er DET IS Einally Being Paid Down ~

Biut Not Enough Yet . . .
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degrees withicensoelidation/ discipline ~

v'Steell & Can Industries examples of going from
down in the dumps to shareholders’ delight

v But can they hold this position on consolidation
& asset management discipline alone?



/alen; yeals dg w‘fﬂe UCE market was a free-for-all,
WIthEIOREASmajor preducers slugging It out
v Today, thifee firms controel 70% of the market

m And good things have happened to industries
when supply becomes extremely constrained

v Consider crude oil refining and today’s windfall
profit taking . . .
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v Returns on capital for new capacity are so low ~
No one can justify this type of investment now

v'In not-too-distant-future ~ all of this will = supply
constraints, helping paper companies be better
positioned to earn healthy returns on capital
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manufacture them domestically

v And unlikeithe US automotive industry ~ paper makers
don't have major legacy iIssues ~ pensions, health care,
or environmental headaches

m Some now then think all of this = bullish future for our
iIndustry . .. But there is more to this story . ..
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v M&A, assets’ consolidation, product line focus &
related assets management + first order synergies
extracted are necessary steps to create value going

forward
. Yet, they are not sufficient alone to capture value

over the long haul



“today’s market” short
demonstrated by ~

)Sit curves that go with
set closures . ..

' vThe lackluster stock markets reactions to
these today’s market moves ~

v'In spite of the private equity senses noted
hereliss..



v The nan c;&te thelr own value destruction
themselves alone . . . and

v They are not enough ... lo truly capture value long
term ~ and hence our stakeholders improved and
sustained investment focus . . .



but can pesition ourselves to respond to
favorably Iffwe are wise); and

v Operations Management transformation/
enhancement (which we do control) across the
entire production platform . . . For differentiation



| ur_§elves to
I externalities such as ~

v-Streng/weakness of the dollar, or China'’s
| fOWth Impacts there ~
ve a prayer of truly capturing the

value across time that our asset management
moves will have put before us
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\/Change the way we work from the mill floor up, not
just as driven from top down macro structural changes

. And ~ drive out a needed internal enterprise
transformation within a given or set asset mix and
product line/ customer mix focus
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Qperat]on =AW, ownerﬂ leadership set a
NEVW TEIEN=

doing the right things to transform the way
they work at the mill floor level took precedent
over all else . ..

v'No big one time synergy or asset management
steps . ..



velperezapttre ~ A Case Study

B O~ Wihat h?—l@'):’ Hed withoeut central staff
guile2igeerandl suppornt from above on big one
time ideas? Y
- v Recordfionnage in paper and pulp

Recoid Xyles concentration in the red liquor (a

Key' econemic factor)

Record quality (fewest complaints in history)

_owest cost in history

"

N




m More ... The Mill =
/UJerJ lOIOIEL ~
20%) cozl|

pel ef ¢ evelr edﬁt m|II

v'Used to reguire 150,000 pph steam from natural
gas (about 1.2 trillion BTUS)

v Now requires 90,000 pph steam & has low cost
projects to take this to 60,000 pph

v'Uses significantly less fresh water
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major labor issue to date

; bmitted to DOE ~ one
)i 44 submittals and the other is

v Gets In the“_energy/ pellet business with a very
high: BTU content pellet

m And why all this long term success ~ a
differentiating “way they work” enterprise
transformation has taken place . . .
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~ value via as

This in turn =g beﬂ!er foundation, but it is not
enougt to‘h}d‘ture this value long term

We need to look very loeng term and transform
the way we work frem the mill floor up to
truly capture the value potential created . . .
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was a leng pathway in and it will be a long
pathway out ~ where true value capture
requires transforming the way we work long
term as well as smart asset management
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fi]g_g ~ “You can Complain Because

our Roses have Thorns, or

Ul Can Rejoice Because Your
Thorns have Roses”



www.sinclairgroup.com ~ And ~ www.cpbis@qgatech.edu

Contact Information

: Dr. Jacquelyn McNutt

: Senior Advisor ~ The Sinclair Group

« 203-733-1096 ~ imcnutt@sinclairgroup.com

: Executive Director ~ Center for Paper Business & Industry Studies

: 404-894-5733 ~ jacquelyn.mcnutt@cpbis.gatech.edu
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