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Discussion Topics

* M&A trends in the Forest Products Industry
* Impact of Sarbanes-Oxley and other industry trends

« Enterprise Performance Management concept and vision
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Global M&A Activity — Forest Products Industry

Global Merger and Acquisition Activity

in the Forest Products Industry
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Disappointment of “Strategic” Acquisitions

« Myth of capacity rationalization

 Failure to realize expected synergies

* Misallocated capital

 Industry “insiders” focused on organic growth in emerging markets

« Emergence of “Financial Buyers” versus “Strategic Buyers”

STRATEGIC FINANCIAL
Stora Enso/ Cerberus/
COATED: Consolidated Paper MeadWestvaco
£/ton $1.875 825
Domtar/ Madison-Dearborn/
UNCOATED: Georgia-Pacific Boise
$iton $1,215 3605

Source: “The Holy Grail”, Mark Connelly, CSFB, February 2005
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Financial Buyer - Focus on Cash Flow

Understanding profit drivers (markets, customers, channels, products)

Eliminating underperforming assets

Controlling of pricing strategy and execution

Re-allocating capital more efficiently

Monetizing under-performing or over-valued assets
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Deal Structuring Considerations

Deal —p «¢ Post-deal

4——— Pre-deal > <
Develop Analyse Structure
Strategy Target Deal

Mobilize Define

Effort Migration

— First 100 Days —»

Execute

Integration

Increased Role of Process Model and Data Integrity

« Common Process Definition / Deployment

Application of Data Standards

Data Ownership / Governance

Integrity of Transactional Systems / Cost Accounting

Flexible Information Repository / Reporting
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New Requirements - Sarbanes-Oxley

CEO and CFO Requirements Corporate Manager Requirements
(Section 302) (Section 404)
» Responsibility for disclosure controls and » Accept responsibility for company’s
procedures internal controls over financial reporting
 Evaluated control effectiveness and « Assess the evaluate the controls
presented conclusions regularly
« Have disclosed any significant control * Prepare a written annual assessment

deficiencies and acts of fraud

Verify assessment through independent
« Have indicated significant changes in outside auditors
internal controls

Disclose any material weaknesses in the
controls
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Expanded Due Diligence

Traditional Due Diligence

Merger Synergies

Risk Areas

Management Capabilities

Organizational Strength

Cultural Fit

Valuation

Transaction Structure

Integration Plan
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Sarbanes-
Oxley

Additional Requirements

Disclosure Controls
Internal Controls

Enhanced Audit
Committee
Responsibilities

Auditor Independence

Off-Balance Sheet
Arrangements

Loans to Executives and
Directors

Director Independence



M&A Value Creation Levers

New Revenue Growth
* Increase brand leverage

Supply Chain Optimization
 Improve supply chain planning
* Reduce procurement costs

* Expand market access
* Optimize manufacturing productivity
» Maximize logistics
efficiency

* Improve competitive position

* Enhance product

and service Organizational
offerings
Performance Improvement

» Rationalize

supply chain
* Improve governance structure assets
and leadership
Sales and « Develop new performance Corporate
Marketing culture Center &
Effectiveness » Align incentive programs Admin.

* Increase sales Efficiency

force efficiency
» Enhance customer relationship
management (CRM)

» Rationalize infrastructure

* Integrate & optimize support processes
* Outsource admin. functions
* Reduce admin. procurement costs

* Improve sales promotion
effectiveness
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Rapid Integration - Managing Complexity

A

Enterprise

) . Performance
* Financial Infrastructure Management

» Supply Chain Assets

Information

Disconnects

 Application and Integration Architecture

Decisi Maki P / Existing Systems
* pecision iaking Frocesses 8@....@

Supporting Processes
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Vision: Enterprise Performance Management

« Common business processes based on a simplified operating model

» Consistent use of information terms

 Clear data ownership and governance

* Reliable and stable transactional systems

* Accurate, efficient, and consistent collection and aggregation of information

» Consistent and flexible information across multiple reporting dimensions
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Integrated Information Delivery Solution

1
* Reformat, classify and convert to * Flexibility to report across multiple : Board Members
common values dimensions ]
* Automated audit checks * Presents consistent data in multiple | | Board Of
* |dentify errors and exceptions report formats i Directors
* Application of consistent business * Data visualization dependent on E Tool
rules need :
1

Investment Community

Analyst
Extract, Scorecards
Cleanse

& Store

Collate,
Report
& Present

Source Data
(Multiple
Systems)

Single
Information
Repository

Executive Management

Regulatory

Workbench

A
1 - Common Data, Processes and Tools

1
* ERP Systems * Consistent data definitions i Management
1
* Trading Systems * Integrated data model : Portal
* Operations Systems * Multiple dimensions of business :
* External Data * Quantitative and qualitative :
information :
|
1
1
1
1
1

7| - Differing Stakeholders & Requirements
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Value of Rapid Financial Disclosure

Number of Calendar Days From Quarter End to Press Release '

NRG Energy

Dynegy, Inc.

Duke Energy !

FirstEnergy Corp.

Dominion Resources !

Consol. Edison

TECO Energy

DTE Energy |

Edison Int'l

Tier 1

Median
Shareholder Return
4+ days < -0.8%
Group Median

El Paso Electric

Entergy Corp. !

Southern Co. !

Amer. Elec. Power !

Exelon Corp.

FPL Group !

Northeast Utilities

Public Serv. Enterprise

Ameren Corp. !

DPL Inc. !

PPL Corp. !

Xcel Energy Inc.

AES Corp.

Allegheny Energy ]

Cinergy Corp.

Calpine Corp.

Energy East Corp.

Reliant Resources

Sempra Energy !

TXU Corp.

Wisconsin Energy

Williams Cos.

Conectiv

CMS Energy Corp.

Reliant Energy

Tier 2

+/-2Daysof -1.1%
Group Median

Mirant Corp.

NiSource Inc. !

Tier 3

4+days>  -18.8%

PG&E Corp.

__Group Median

Western Resources ]

UtiliCorp United

1 Source: Company Web Site, Yahoo Finance

2 Source: Value Line, Accenture Analysis. Days are for the most recent non fiscal year end quarter. Median Total Shareholder Returns are for period Mar 01 to Feb 02.
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Summary

« M&A activity in the Forest Products Industry is being driven from a new set of
goals and objectives brought about by the onset of “financial” buyers

« Demands on information transparency and financial reporting are increasing
— New perspectives on creating value from M&A transactions
— SOX requirements
— Exit strategy for private equity — tap public markets

» Enterprise Performance Management solutions can integrate information delivery
to improve decision making and guide business improvement efforts

« Enterprise Performance Management solutions can help companies move from
compliance reporting to creating competitive advantage
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