From: “Mclnnally, Vicki
Sent: Manday, May 01, 2000 2:58 PM
To: Ringma, R.S. (Richard)
Ce: Norgren, Ray; Fisher, Del )
Subject: NWH Hardwood Lumber IDS 2000 Extract for BC Coastal
Importance: High
=
BC Coastal
Bxtract. ppt

Here are all NWH IDS 2000 stides related to BC positioning, including implications for Coastal BC. Please review
and contact Del or me if you.have any comments or concemns about the information.

I will be arranging Strategy Dry Runs sometime during May 8-11 in Corporate area (targeting 5/11 am). This is a good
opportunity to review strategy with timberfands partners. Plaase reply if you are interested in participating. -

Thanks, Vicki Mcinnally (on behalf of Del Fisher)
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Hardwood Lumber IDS 2000

—DRAFT ONLY-
Extract of B.C. Strategy Elements
1) Industry Auractiveness
2) Strategy Execution & Implications for Coastal B.C.




Pory 24 Intiry ARractvmes
Srrorepic Oplions
May 12, 0l

BE. C. Positioning

. B.C. Positioning
e Topic * B.C Supply
T - Sustegy
* i ] * Issues
NE Expansion
Bese Case
_ bnprove Option
Ot third strategic option is Western Growth - aimed at establishing a strategic
position in British Columbia.

eveloped (one manufacturer), we

Since the Hardwood industry in BC is not d
our options for

describe industry attractiveness in terms of sapply,
establishing a converting position, and current issues.

We have covered the market for Alder in our base case.



Supply - Alder Harvest History
B.C. harvest increased 35% smee 1995

Coast Motntein

300+

2504
2001

mm3 150

- :
1p05 1896 1957 1608 1080

280 rumm? Jog volume ~ 41 mmb{og = 53 mmbf lumber
Sourct Mimictry of Fovests, ] PP% updare

Pt 24 Induswry Alreeriven ez
B.C. Fositoning
by 12, 7000

with upsids potentiz] {(280m®
Hardwoods (De'ta, B.C.) is the only major consamer (220+ mm3)

M CMH {Licehse)

4 Others

O COther Industry

W Timber West

B Weyerhaeusel (MB)

1. CMH <= targeted acquisition target




Supply - Standing Inventory My 12, 7000
+ 2000 GIS sdy indicates sewlop inveptory over 13Mm3; WY 3.6
. 649% of volume op Vapcouver 1sland controlled by large industrials
»  Age disuibution requires pecelerated harvest: 68% is 40 years+
. 4%% largs Jogs (10™+); cruise indicates high percent of bigh grade (50%+)

By Qe By Location mﬁ%’;




Pari 24 InoiTry ATraciiveass
B.C Poxitioming
Ny 12,7000

Supply - Annual Sourcing
WY

+  10-year sourcing owtlock supports facility of 165 - 205 mm3 anmually; 50%
+ Assummes CMH is competiog for supply
- Successfal purchase of CMH would add 30 m3 from CMH license plus

_ potential incremental supply from Tinber West (220 - 240mm3)
_mm
‘Weyethaeusar: .
South Islan 25-3D
North 1stand 15-20
Wesl Istand - 2025
Stillwater =3
op-110 +—— WY
Timber West 25-30
Other Indurstrial 2025
Others (Natrve/Small) 30-40
Total —ong  Eeonomically rized
165 -208 oty

Smirees: 300D GIS pudy, Discursions witk Loy mupplior end MOF. Jeint it with Coguiai .0

1. Option based on the unsaccessfol acqu'isition of CMH
Upside to this volume if we purchase

2. Financial results to follow
3. Lower vohmne than Washington/Oregon mill due to rednced pallet
production (20% vs 38% in states)



Part 24 indusry Aractivenes
. . B.C. Positioning
Strategy - Alternatives May 12, 2008
+  We are apgressively pursning the CMH asquisition
«  Both options would rapidly imegrale into Western Alder busmess sysiem

Allernative

Allernathe A

Cemploze CME Acquistion Faitd Mill With T3E Opreatime

Facility Description ML Kilns & Planer M & Kitm

Pace Phase Poase & Phazs 01

|Complerion Targd 20003 2021

1omation ’ Dem. B.C. Dela/Vancouver B.C

[Fiead Capind bovestmem (37} S13-25MM S70-26MM
Dependent en land Fast

Lxmba Produciion (Mmb) Q2 30

Lamber Realoation Nasralipositive impacd Nepative impest (if ingremenish

.og Vohme (mmd) % 160

Log Cost [Sh3) - 545 - 50 £55 - 80

DCF-ROI : 15% TED i PACE Phase 1

ool Yo plet prof amemad g Eédar s

1. Alternative B will Jook different if we fail to acquire
CMH <A finishing and grading done in SW



Issnes 2.C. Positioning

- Claw Back Conditions

. 1f mnsacoessa] with CMH, sek export blocking capsbiliy for
bardwoods .

« Seek harvest flexibility in riparian zones for bardwoods
. prvite Land FreeTrade
. Ifpasuccessful with CMH, show prrsue bardwood exemptico
« Majority of Alder volume is on Crown land
»  Anemative B - New Mill Project
. Additional 160 mum3 supply requirement will sepsion log prices

+ Coinpetition Hkely to seek exclusive supply arTapgoments fhrough
Minisier of Forests

» Ascess free trade fmpact
+  Native Bands .
. Develop bardwoods relationship; important foture supply




Port 3: Rrorepy Execntion
2., Positivming

Key Business System Changes Jor 12, 3000

Sy ERED Y

Pr— 3 9 8 8 8 °

= Dicowesion Arca )
= ¥io major anpe fom 1099 ’
% = Does oot apphy Nia o material inpsd 2 this time

As we pursile a growth strategy, we intent to continue emphasizing the sarme
key leverages discussed earlier requiring business system changes in four
areas (slide 33)

We will make some enhancements in our key business systems as shown in the
.areas above.

Supports our differentiated strategy and growth plans

— We will cover each area, then summarize the feasibility of each.



Part Ja; Busiwess Systom Cungr
B.C. Posiﬁoning . My 12, 2000

Iuvestmend Prisrity
+  Inegrated mwmdl is B.C. accessible 10 rzw matetials and markets

ARernatives ’ )

A Seccessful completion of Cogst Mountain Hardwoods (CMED), Inc i Delta, 2.C.
pegotialion

B. Budd new integrated mill inlargsied area. Financialize free trade impact

Execption Summary .

1. Aggressive pursuit fo complete board spproved purchase of CMH ip 2000.2

2. Prepare for Gate /] in Mry/Fune 2s back-up plan; largel mifl completion iz 20014

3 Capitalize on available snteraal psources {either ahismative) for rapid jotegratiop 140
the exisiing Weslern Region business sysiem and Cobstal B.C.

Yalue
. Both allcmatives reguive $20-25MM initial capital ipvestment in Fred axsels

Feasibility & Integration Considerations

.+ No sgmificant busipess system change =g=1=d; foedlity incorporsied into Weslers
Region {CME KD lomiber was mark=ted by NWH for 5 'years up 10 1992.4)

v+ Reference Coagal B:C. impBeations and CMH PACE implementation plan




Fart 50 Bicaricns for Qther Bai)

Implications for Coasta] BC _ " a2 200

Implewent Westzrn Timberlands Value delivery principles
«  Sihvicultnmml poidelines

Regeneration opportunities

Understanding our Alder log speeifications and delivery
Vae Delivery

Gein exposure 1o Hardwood hrmber business

Sysiem husiness metrics

Develop pperations and marketiag plans 1o accelerate alder bayvesl

- Compicie 5 and I0-year barvest plaa to pull forward older stands

+  Dptimize barvést planning io blend stirmpape; minimize alder in varisble redention
- Explore synergies across businesses io minimize cogls 2od Jeversge log trades

Jaentify procurement opportmities

Establish cert team and accelerale PACE effort for precufisld mill (Project Raptor)
+  Panicipaie in ste selection for build oprion’

«  Delarmine opporhunity for cuftom col operations during trapsition

+  lipeorporate alder issacs in clrwback retionale

10



Capital Requirements - B.C. Positioning iy
+ CMH capiie] requirements besed on PACE Gate 3 analysis

Altetnative B is moving into Phase 1 a5 2 back-up strategy - capitai
requirenients wil} be refined and highly dependent on site costs

Tasilal Thlommal

23 0 o4 (13
204 15
0 2.0 pd____DbE
.05
120 12.0
13p iz 5

Fipepcial Omcome in Pan 4 is based onthe OVH ahemaive. Alicmative B is for information only,

Synergies .

Cortland Mill —> Titusville Yard
#1&Btr green lumber for drying & finishing
- 4/4 Red O2k

- 4/4 Cherry

- 4/4 Hard Maple

Latrobe Yard —> Titusville Yard
#1&Btr rough/dry lumber for finishing

Green Lumber from WV/YA suppliers
Flow to Latrobe Yard

11





