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Cautionary Statement Regarding Forward-
Looking Information Transaction 

 Certain statements in this presentation may constitute "forward-looking information" 
or "forward-looking statements" which involve known and unknown risks, 
uncertainties and other factors which may cause the actual results, performance or 
achievements of the Company or industry results to be materially different from any 
future results, performance or achievements implied by such forward-looking 
information.  When used in this presentation, such information uses such words as 
"estimates", "expects", "plans", "anticipates", and other similar terminology.  This 
information reflects the Company's current expectations regarding future 
developments, including the upgrading and operation of its converting 
facilities.  Forward-looking information involves significant uncertainties, should not be 
read as a guarantee of future performance or results, and will not necessarily be an 
accurate indication of whether or not such results will be achieved.  A number or 
factors could cause actual results to differ materially from the results discussed in the 
forward-looking information.  Although the forward looking information in this 
presentation is based upon what management of the Company believes are 
reasonable assumptions, the Company cannot assure investors that actual results will 
be consistent with this forward-looking information.  This forward-looking information 
is provided as of the date of this presentation and, subject to applicable securities 
laws, the Company assumes no obligation to update or revise such information to 
reflect new events or circumstances.  
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Mackenzie Re-Start Underway 

 On November 1, we restarted one of the sawmill complexes in Mackenzie on a one-shift 
basis with annualized production potential of 110 million board feet. 

 Shipments will start in December, but the main benefit to EBITDA will surface in 2011. 

Executive Team in Place 

 Over the past six months, we have added a CFO, COO, Vice President of Corporate 
Development, and Vice President and General Manager for Mackenzie. 

 These are experienced, competent individuals who joined us from established forest 
products companies in BC, with a combined industry experience of well over 80 years. 

 The individuals heading our accounting and administration, forestry, human resources have 
expanded responsibilities as a result of the Mackenzie acquistion. 

Capital Expenditures and Surplus Asset Dispositions 

 Both are progressing as planned. 

Third Quarter Results 

 Despite lower lumber prices, higher shipments allowed Fort St. James EBITDA to be 
consistent in Q3 versus Q2. 

 Mackenzie costs increased from $0.3 million in Q2 to $1.4 million in Q3. 

 Recent results have been held back by a 20% operating rate.  Initiatives are in place to 
improve the operating rate to over 50% of capacity by Q1 2011. 

Highlights 
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Capital Expenditure Program 

Overview 

 We have a $30 million capital expenditure program underway at our sawmilling complex 
at Fort St. James; $19 million was expended by September 30, 2010 and the remaining 
$11 million will be largely spent by year end. 

GradExpert Installation Completed 

 We are beginning to capture increases in planer efficiency, throughput, and potential 
grade outturns as well as reduced manning costs from the $6 million we expended. 

Planer Productivity Improvements 

 We are on time and on budget for the $13 million in capital expenditures allocated to 
speeding up the planer to achieve a better match with sawmill production. 

 The full benefits to be derived from increasing planer speeds, installing a second 
BinSorter/Stacker and Packaging Line, and upgrading the existing line will be available 
upon completion on January 1, 2011. 
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Capital Expenditure Program cont’d 

Drying Capacity and Quality Improvements 

 The new 150 foot dry kiln is now operating; 
upgrading two other dry kilns to thermal oil, zone 
controlled heating will be completed in Q1 2011. 

 Some of the benefits to be derived from reduced 
drying defects and natural gas consumption will be 
available in Q4, 2010, with the full benefits 
available, including improved grade outturns, in 
2011. 

 The $7 million project is on budget. 

New Sawmill Debarker 

 This $4 million project is on time, and the benefits 
of increased log throughput at the sawmill, higher 
lumber recovery due to reduced fibre tear, and 
improved residual revenues due to reduced bark 
contamination will commence on December 1, 
2010. 
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Results in Brief 

 

 

 

 

 

 

 Installation of our Grad Expert system in Q2 2010 meant that we were unable to finish and 
ship the rough lumber produced during the quarter. 

 The main planer ceased operating on April 16, 2010, testing of the GradExpert commenced 
May 10, 2010, and regular production resumed in July, 2010. 

 The introduction of the second shift upon the completion of the capital expenditure program 
is the key element in moving our Fort St. James mill to top-quartile status.  Our analysis 
indicates that we will be able to double our lumber production at the facility with a 20% 
increase in current employment levels at this site.  Since wages and benefits are the second 
largest component of costs (fibre is the largest), the lumber produced and sold from our 
second shift will contribute significantly to EBITDA, even at current price levels. 

2010 2009 

Q1 Q2 Q3 9 Months Q2 Q3 9  Months 

Shipments 

Production 

32.8 

39.5 

30.7 

41.3 

40.2 

39.3 

103.6 

120.1 

28.0 

36.0 

39.3 

36.5 

67.4 

81.5 

Revenues ($) 

EBITDA ($) 

12.1 

(0.9) 

12.6 

(0.9) 

14.5 

(1.8) 

39.1 

(3.5) 

8.4 

(1.1) 

11.9 

(0.4) 

20.5 

(6.8) 
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Financial Position in Brief 

 

 

 

 

 

 

 
 

 

 In November, 2009, we arranged $10.0 million of convertible note financing.  The notes are 
convertible at $8.00, have a five year term, and carry an interest rate of 2.5% for the first three 
years to be settled in common shares, and 10.5% payable in cash for the following two years.  
$5.3 million of the amount of convertible notes is recorded as long-term debt, and $5.2 million 
has been recorded as shareholders’ equity classified as “Conversion option on convertible notes”. 

 In August, 2009, we secured a loan facility of $8.5 million under the Community Adjustment Fund 
(“CAF”) loan program.  The loan is at a fixed interest rate of 3.75% and is repayable over five 
years commencing June 1, 2011.  Funds are advanced as capital expenditures are incurred, and 
$4.25 million had been drawn down by June 30, 2010. 

As at 

June 30, 2010 

($millions) 

September 30, 2010 

($millions) 

Cash 

Other Current Assets 

Total Current Assets 

Current Liabilities 

Net Working Capital 

Long-term Assets 

Non-interest bearing long-term liabilities 

Long-term Debt 

Shareholdersô Equity 

52.0 

19.3 

71.3 

7.5 

63.8 

54.4 

7.0 

7.3 

103.0 

36.2 

22.6 

58.8 

8.7 

50.1 

67.4 

7.7 

9.6 

100.2 
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BioEnergy Update 

 Our sawmill residuals and other sources of 
woody biomass at our two main sites continue 
to attract the interest of electric power 
producers in search of long-term, reliable and 
competitively priced energy supply sources. 

 The increased competition for biomass fibre is 
pushing up the prices of sawmill waste 
(sawdust, shavings, and hog fuel), in part 
because of a high portion of sawmill waste in 
the Interior region of B.C. is already committed 
to pulp mills and to pellet producers. 

 Our extensive fibre resources and competitive 
delivered sawlog costs position us as a stable, 
reliable, long-term biomass source, especially 
since we have access to a well-functioning 
infrastructure to source, transport and prepare 
biomass fibre.  
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Power Production Potential at Mackenzie 

 The power boiler and steam turbine acquired as 
part of the Mackenzie acquisition are recorded on 
our balance sheet for $10 million. 

 We expect to receive favourable consideration for 
our electric power initiative since the effect will 
be to preserve and stabilize the high-paying 
forest products industry jobs that are so critical 
to Interior B.C. communities such as Mackenzie. 

 As our plans evolve, these and related activities 
may form a separate reporting segment.
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Strategic Considerations 

Increased Globalization 

 With 49% of our shipments directed to China and Japan in Q3, 
2010 (versus 36% to the US and 15% to Canada), Conifex firmly 
believes that forest products markets are becoming more global. 

 China has become a major consumer of wood as well as pulp and 
paper products.  It strikes us that China is working hard to 
become a major player in the forest products industry despite 
having a structural deficit in terms of softwood fibre supply. 

 In terms of our access to port facilities and transportation 
infrastructure, Conifex is well positioned to benefit from the 
growth in the China market. 

Russian Federation 

 Representatives of Conifex recently spent one week touring 
forestry and sawmilling operations in Siberia, the main supplier of 
softwood lumber to China. 

 Despite having one-fifth of the world’s forests, we concluded that 
Russia’s market share in forest products markets will continue to 
be much lower than Russia’s potential to produce wood 
sustainably for several reasons, including the vastness of its 
territory, its remoteness from markets, climate extremes and lack 
of infrastructure.  Russia’s processing capacity is likely to 
continue to lag its log supply. 

 As a result, we believe that BC has a good opportunity to gain 
market share in the China market. 
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Strategic Considerations 

Western Europe 

 It appears that softwood log prices, generally 
speaking, are in the range of Euro 75 to Euro 100 
per cubic metre in Europe, including the log supply 
available from Western Russia.  This indicates that 
BC SPF producers have a material fibre cost 
advantage over European producers. 

 The EU target of 20% renewable energy by 2020 
will result in additional demands on harvest 
levels.  For example, pellet consumption would 
have to increase by 45 million tonnes annually if 
5% of current coal consumption is replaced by 
pellets in electric power generation 

 We continue to believe BC in general and Conifex 
in particular will have good opportunities to 
capitalize on a growing demand for wood pellets 
in the EU. 

  
Our mills are located adjacent to excellent fibre 
baskets and provide ready access to key customers 
in the premium lumber markets in the US and 
Japan, as well as the growing market in China. 
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