Northern Pulpwo
Adapting to Cha

A risk assessment of mill capacity and regional
pulpwood demand, supply and prices for the northern
U.S. and eastern Canada

Pulpwood markets in the northern U.S. and eastern Canada are dependent on
competitive and profitable pulp and paper mills. The region has a high proportion
of high-cost, small-scale mills and competes in paper grades that face challenging
market conditions. In addition, previous patterns in harvesting and management,
and changes in land-use objectives have constrained pulpwood supplies in some
important areas.

Does the northern pulp and paper sector face a major restructuring of capacity?
Which mills are at risk of permanent closure? Will northern pulpwood prices
climb back to the levels of the late 1990s, or have the underlying fundamentals
permanently changed so that prices will drift even lower? The Northern Pulpwood
Study from RISI and Paperloop Benchmarking will provide a clear assessment of
the major changes that have occurred in northern pulpwood markets and help
you make informed decisions about:

§ Investment and management of timberlands in the northeastern and
north-central U.S. and eastern Canada

§ Wood fiber procurement strategies for pulp and OSB producers

§ Investments in existing mills

§ Locating new OSB mills

These important business decisions require an understanding of the changing
demand-supply dynamics of pulpwood markets at a local level and recognizing
the risks associated with individual mills. The study will include:

§ A risk assessment of 108 integrated and market pulp mills in the
northeastern and north-central U.S. and eastern Canada

§ Softwood and hardwood fiber consumption by mill, including
roundwood and residual-chip consumption

§ An assessment of current market conditions and a five-year forecast of
the pulpwood and chip supply, along with demand for pulp logs, for
three regions (U.S. Northeast, U.S. North Central, and Eastern
Canada)

§ History and a five-year forecast of pulpwood prices (stumpage and
delivered) for the three regions

§ An assessment of the impacts of changes in the Canadian dollar
exchange rate on the competitive position of individual mills.
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This study will also include an analysis of the underlying markets for northern pulpwood. The
analysis will identify the possibility of further closure of northern pulp capacity, and estimate
future demand for small-diameter timber by pulp and OSB mills.

The risk assessment of the North’s pulp mills will evaluate each mill using the following criteria:

Competitive outlook for the pulp and paper grades produced at the mill
Mill capacity by grade and age of machines

Relative cost position versus other mills producing similar products
Regional wood supply

Access to major markets

Exposure to environmental issues

Significance of mill to company’s total revenue

Potential to convert production to recovered paper
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The study will review the mill closures in the North that have occurred over the past three
years and determine the relative contribution of the above factors in the decision to suspend
mill operations. A cumulative score will then be assigned for each pulp mill, identifying the
mills with the greatest risk of closure.

Forecasts for regional wood fiber consumption and supply will be broken down by softwood
and hardwood. Projections of regional pulpwood prices will be based on an analysis of the
demand-supply balance for small-diameter timber in each region, as well as the competitive
position of the U.S. North and Eastern Canada versus other North American and oftshore
producing regions.
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The three northern regions illustrated in the above map are defined as:
U.S. Northeast - ME, NH, VT, MA, RI, CT, DE, NY, NJ, MD, PA, WV

U.S. North Central — MN, WI, MI, IL, IN, OH, IA
Eastern Canada — ON, QC, NB, NF, NS
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Mills Covered

UNITED STATES

IOWA
Box USA, Fort Madison

INDIANA
International Paper, Terre Haute

MARYLAND
MeadWestvaco, Luke

MAINE

Domtar, Woodland

Lincoln Pulp and Paper, Lincoln
Georgia-Pacific, Old Town
Katahdin Paper, East Millinocket
Katahdin Paper, Millinocket
International Paper, Bucksport
International Paper, Jay

Fraser Papers, Madawaska
Madison Paper, Madison
MeadWestvaco, Rumford
SAPPI, Skowhegan

MICHIGAN

International Paper, Quinnesec
MeadWestvaco, Escanaba
Menasha Corp., Otsego

PCA, Filer City

SAPPI, Muskegon
Smurfit-Stone, Ontonagon

MINNESOTA

Boise, International Falls
International Paper, Sartell
SAPPI, Cloguet

Stora Enso North America, Duluth
UPM-Kymmene, Grand Rapids

NEW HAMPSHIRE

Fraser Papers, Berlin-Gorham

Groveton Paperboard, Inc.,
Groveton

NEW YORK
Finch, Pruyn, Glens Falls
International Paper, Ticonderoga

OHIO
MeadWestvaco, Chillicothe
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PENNSYLVANIA

Appleton, Roaring Springs
Glatfelter, Spring Grove
Weyerhaeuser, Johnsonburg

WISCONSIN

Appleton Coated, Combined Locks

Domtar, Nekoosa

Domtar, Port Edwards

Fraser Papers, Park Falls

International Paper, Kaukauna

PCA, Tomahawk

Stora Enso North America, Kimberly

Stora Enso North America, Niagara

Stora Enso North America, Whiting

Stora Enso North America,
Wisconsin Rapids

Stora Enso North America,
Wisconsin Rapids

Wausau-Mosinee Paper Corp.,
Brokaw

Weyerhaeuser, Rothschild

CANADA

NEW BRUNSWICK
Bowater, Dalhousie

J.D. Irving, Ltd., Saint John
J.D. Irving, Ltd., Saint John
J.D. Irving, Ltd., St. George
St. Anne, Nackawic
Smurfit-Stone, Bathurst
UPM-Kymmene, Miramichi

NEWFOUNDLAND
Abitibi-Consolidated, Grand Falls
Kruger, Cormer Brook
Abitibi-Consolidated, Stephenville

NOVA SCOTIA

Kimberly-Clark, Abercrombie Point

Bowater, Liverpool

Stora Enso North America, Port
Hawkesbury

ONTARIO

Abitibi-Consolidated, Fort Frances
Abitibi-Consolidated, Iroquois Falls
Abitibi-Consolidated, Kenora
Abitibi-Consolidated, Thunder Bay

Bowater, Thunder Bay

Domtar, Cornwall

Domtar, Espanola
Kimberly-Clark, Terrace Bay
Marathon Pulp, Marathon
Norampac, Inc., Red Rock
Norampac, Inc., Trenton
Provincial Papers, Thunder Bay
St. Mary's Paper, Sault Ste. Marie
Tembec, Kapuskasing
Tembec, Smooth Rock Falls
Weyerhaeuser, Dryden

QUEBEC

Abitibi-Consolidated, Alma

Abitibi-Consolidated, Amos

Abitibi-Consolidated, Baie Comeau

Abitibi-Consolidated, Beaupre

Abitibi-Consolidated, Clermont

Abitibi-Consolidated, Grand Mere

Abitibi-Consolidated, Jonquiere

Abitibi-Consolidated, Shawinigan

Abitibi-Consolidated, St. Felicien

Abitibi-Consolidated, Ville De La
Baie

Bowater, Dolbeau

Bowater, Donnacona

Bowater, Gatineau

Cascades, East Angus

Cascades, Jonquiere

Domtar, Lebel-sur-Quevillon

Domtar, Windsor

F.F. Soucy, Riviere Du Loup

Fraser Papers, Thurso

Kruger, Bromptonville

Kruger, Trois Rivieres

Kruger, Trois Rivieres

Norampac, Inc., Cabano

Papier Masson, Masson-Angers

Smurfit-Stone, La Tuque

Smurfit-Stone, Matane

Smurfit-Stone, New Richmond

Smurfit-Stone, Portage-Du-Fort

Tembec, Matane

Tembec, Saint-Raymond

Tembec, Temiscaming

Uniforet Sciere-Pate Inc., Port
Cartier

White Birch, Québec City
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Sample Table
Risk Assessment of Northern Pulp Producing Mills - Summary Table
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Supply of Mill Score
Score Weights: 35% 25% 15% 15% 5% 5%
Fraser Papers, Madawaska, ME ~ Modest
Uncoated Free Sheet 222 3.0 3.0
Coated Groundwood 90 25 3.0
Uncoated Groundwood 65 2.0 1.0
Coated Free Sheet 38 2.0 4.0
Directory Papers 36 1.0 2.0
Overall Mill Score 451 25 2.7 4.0 2.0 3.7 1.0 2.7
Kruger, Trois Rivierés Low
(Wayagamack), Que
Coated Groundwood 180 5.0 3.0
Directory Papers 87 1.0 2.0
Supercalendered 69 3.0 3.3
Overall Mill Score 337 3.6 2.8 5.0 3.0 2.9 4.0 3.5
Cost of the Study (SUS)
Study Price $8,500
Discounted RISI member price $7,300

Study Production Schedule
Report published November 2004

Personnel

Keith Balter—Vice President of Analysis, RISI
MES, Forest Economics, Yale University School of Forestry
MBA, Finance, University of Chicago, Graduate School of Business
BA, Biology, University of Chicago

Peter Barynin—Senior Economist, Timber Service, RISI

MA, Economics, University of British Columbia, Canada
BAH, Economics, Queens University, Canada

Rocky Goodnow—Analyst, Timber Service, RISI
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