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Item 8.01 Other Events

Rayonier Advanced Materials Inc. (“RYAM”) previously filed with the U.S. Securities and Exchange Commission a registration statement on Form 10,
initially filed on January 29, 2014 (as amended, the “Registration Statement”), relating to the distribution by Rayonier Inc. (the “Company”) of 100% of the
outstanding shares of common stock of RYAM to the Company shareholders. On June 13, 2014, the Registration Statement became effective. The
Registration Statement includes a preliminary information statement that describes the distribution and provides information regarding RYAM’s business and
management.

The final information statement, dated June 18, 2014 (the “Information Statement”), is attached hereto as Exhibit 99.1. The Company has made the
Information Statement publicly available on or about June 18, 2014. On June 18, 2014, the Company began mailing to the Company’s shareholders an
Important Notice Regarding the Availability of Materials, the form of which is attached hereto as Exhibit 99.2.

As further described in the Information Statement, the Company expects to distribute one share of RYAM common stock for every three common shares
of the Company held as of the close of business on June 18, 2014, the record date for the distribution. Subject to the satisfaction or waiver of the conditions
set forth for the distribution, which are described in the Information Statement, the distribution is expected to occur at 11:59 p.m., Eastern Time, on June 27,
2014. The RYAM common stock is expected to begin trading “regular way” on the New York Stock Exchange under the ticker symbol “RYAM” on June 30,
2014, the first trading day following the distribution.

Exhibit 99.1 and Exhibit 99.2 are being furnished and shall not be deemed “filed” for purposes of Section 18 of the U.S. Securities Exchange Act of
1934, as amended, or otherwise subject to the liabilities of that section, nor shall they be deemed to be incorporated by reference in any registration statement
or other document filed under the U.S. Securities Act of 1933, as amended, except as otherwise expressly stated in such filing.
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Exhibit 99.1

June 18, 2014

Dear Rayonier Inc. Shareholder:

Earlier this year, we announced plans to separate our performance fibers business from our forest resources and real estate businesses. The separation
will occur by means of a spin-off of a newly formed company named Rayonier Advanced Materials Inc. (“SpinCo”), which will contain the Performance
Fibers segment of Rayonier Inc. (“Rayonier”). Rayonier, the existing publicly traded company, will continue to manage its forest resources and real estate
businesses. As two distinct publicly traded companies, Rayonier and SpinCo will be better positioned to capitalize on significant growth opportunities and
focus resources on their respective businesses and strategic priorities.

Both of these companies will be industry-leading in terms of both products and services. With 2.6 million acres of high-quality timber and real estate
holdings in the United States and New Zealand, Rayonier will continue to be an international leader in the forest resources industry, with a strong capital
structure and greater ability to focus its capital deployment strategy on growing its timberland base. SpinCo will continue to be the world’s largest producer of
high-value specialty cellulose fibers, which are used in a variety of products, including cigarette filters, liquid crystal displays, thickeners for food products,
pharmaceuticals, personal care products, cosmetics, impact-resistant plastics, and food casings.

The separation will provide current Rayonier shareholders with equity ownership in both Rayonier and SpinCo. We expect that the separation will be tax-
free to Rayonier shareholders and have received a ruling from the Internal Revenue Service regarding the tax-free nature of the separation.

The separation will be effected by means of a pro rata distribution of 100% of the outstanding shares of SpinCo common stock to holders of Rayonier
common shares. Each Rayonier shareholder will receive one share of SpinCo common stock for every three Rayonier common shares held as of the close of
business on June 18, 2014, the record date for the distribution. No vote of Rayonier shareholders is required for distribution. You do not need to take any
action to receive shares of SpinCo common stock to which you are entitled as a Rayonier shareholder, and you do not need to pay any consideration or
surrender or exchange your Rayonier common shares.

I encourage you to read the attached information statement, which is being provided to all Rayonier shareholders who held shares on the record date for
the distribution. The information statement describes the separation in detail and contains important business and financial information about SpinCo.

I believe the separation provides tremendous opportunities for our businesses and our shareholders, as we work to continue building long-term
shareholder value. We appreciate your continuing support of Rayonier, and look forward to your future support of both companies.

Sincerely,

Paul G. Boynton
Chairman, President and Chief Executive Officer
Rayonier Inc.
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June 18, 2014

Dear Future Rayonier Advanced Materials Inc. Stockholder:

I am pleased to welcome you as a future stockholder of Rayonier Advanced Materials Inc. (“SpinCo”), whose common stock has been authorized for
listing on the New York Stock Exchange under the symbol “RYAM,” subject to official notice of distribution. Although we are newly independent, we have
long been the world leader in the production of high purity specialty cellulose fibers. With more than 85 years of experience, we have unparalleled knowledge
and expertise in this business, which translates into superior quality, customer focus and service.

Our high-value cellulose specialties are derived from wood that has been processed into custom fibers using SpinCo’s proprietary knowledge to achieve
customers’ exacting specifications. In 2013, we generated $1.0 billion in sales and $289 million in operating income. Our strong cash flow has allowed us to
invest in additional capacity and successfully complete a $385 million project to expand capacity by approximately 190,000 metric tons in 2013.

As explained in the attached information statement, we intend to capitalize on our differentiated product offering, strengthen our leadership position in
the manufacture of the highest value-added cellulose specialties and drive growth opportunities, as well as continue to focus on operational excellence and
maximize cash flow. As a newly independent company, we believe that our leading positions, culture of innovation, technologically-advanced operations,
long-term relationships and demonstrated financial resilience will enable us to meet these goals.

Our stockholder value proposition is simple: provide superior returns to SpinCo stockholders by maintaining our leadership position in cellulose
specialties production, investing in the growth of our newly stand-alone company and generating strong cash flows.

We invite you to learn more about SpinCo and our strategic initiatives by reading the attached information statement. We thank you in advance for your
support as a future stockholder of SpinCo.

Sincerely,

Paul G. Boynton
Chairman, President and Chief Executive Officer
Rayonier Advanced Materials Inc.
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INFORMATION STATEMENT

Rayonier Advanced Materials Inc.
This information statement is being furnished in connection with the distribution by Rayonier Inc. (“Rayonier”) to its shareholders of all of the

outstanding shares of common stock of Rayonier Advanced Materials Inc. (“SpinCo”), a wholly owned subsidiary of Rayonier that will hold directly or
indirectly the assets and liabilities associated with Rayonier’s performance fibers business. To implement the distribution, Rayonier will distribute all of the
shares of SpinCo common stock on a pro rata basis to Rayonier shareholders in a manner that is intended to be tax-free in the United States.

For every three common shares of Rayonier held of record by you as of the close of business on June 18, 2014, the record date for the distribution, you
will receive one share of SpinCo common stock. You will receive cash in lieu of any fractional shares of SpinCo common stock that you would have received
after application of the above ratio. As discussed under “The Separation and Distribution—Trading Between the Record Date and Distribution Date,” if you
sell your Rayonier common shares in the “regular-way” market after the record date and before the distribution, you also will be selling your right to receive
shares of SpinCo common stock in connection with the separation. SpinCo expects the shares of SpinCo common stock to be distributed by Rayonier to you
at 11:59 p.m., Eastern Time, on June 27, 2014. SpinCo refers to the date of the distribution of the SpinCo common stock as the “distribution date.”

No vote of Rayonier shareholders is required for the distribution. Therefore, you are not being asked for a proxy, and you are requested not to send
Rayonier a proxy, in connection with the distribution. You do not need to pay any consideration, exchange or surrender your existing Rayonier common
shares or take any other action to receive your shares of SpinCo common stock.

There is no current trading market for SpinCo common stock, although SpinCo expects that a limited market, commonly known as a “when-issued”
trading market, will develop on or shortly before the record date for the distribution, and SpinCo expects “regular-way” trading of SpinCo common stock to
begin on the first trading day following the completion of the distribution. SpinCo has been authorized to have its common stock listed on the New York
Stock Exchange under the symbol “RYAM,” subject to official notice of distribution. Following the spin-off, Rayonier will continue to trade under the symbol
“RYN.”

In reviewing this information statement, you should carefully consider the matters described under the caption “Risk Factors” beginning on
page 19.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities or
determined if this information statement is truthful or complete. Any representation to the contrary is a criminal offense.

This information statement does not constitute an offer to sell or the solicitation of an offer to buy any securities.
The date of this information statement is June 18, 2014.

This information statement will be made publicly available on or about June 18, 2014, and notice of this information statement’s availability will be first
sent to Rayonier shareholders on or about June 18, 2014.
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QUESTIONS AND ANSWERS ABOUT THE SEPARATION AND DISTRIBUTION

 
What is SpinCo and why is Rayonier separating
SpinCo’s business and distributing SpinCo stock?

  

SpinCo, which is currently a wholly owned subsidiary of Rayonier, was formed to own and operate
Rayonier’s performance fibers business. The separation of SpinCo from Rayonier and the distribution
of SpinCo common stock are intended to provide you with equity ownership in two separate, publicly
traded companies that will be able to focus exclusively on each of their respective businesses.
Rayonier and SpinCo expect that the separation will result in enhanced long-term performance of
each business for the reasons discussed in the sections entitled “The Separation and Distribution—
Reasons for the Separation.”

Why am I receiving this document?

  

Rayonier is delivering this document to you because you are a holder of Rayonier common shares. If
you are a holder of Rayonier common shares as of the close of business on June 18, 2014, the record
date of the distribution, you will be entitled to receive one share of SpinCo common stock for every
three Rayonier common shares that you held at the close of business on such date. This document
will help you understand how the separation and distribution will affect your post-separation
ownership in Rayonier and SpinCo, respectively.

How will the separation of SpinCo from Rayonier
work?

  

To accomplish the separation, Rayonier will distribute all of the outstanding shares of SpinCo
common stock to Rayonier shareholders on a pro rata basis as a distribution intended to be tax-free
for U.S. federal income tax purposes.

Why is the separation of SpinCo structured as a
distribution?

  

Rayonier believes that a tax-free distribution of shares in the United States of SpinCo stock to the
Rayonier shareholders is an efficient way to separate its performance fibers business in a manner that
will create long-term value for Rayonier, SpinCo and their respective shareholders.

What is the record date for the distribution?   The record date for the distribution will be June 18, 2014.

When will the distribution occur?

  

It is expected that all of the shares of SpinCo common stock will be distributed by Rayonier at 11:59
p.m., Eastern Time, on June 27, 2014 to holders of record of Rayonier common shares at the close of
business on June 18, 2014, the record date for the distribution.

What do shareholders need to do to participate in
the distribution?

  

Shareholders of Rayonier as of the record date for the distribution will not be required to take any
action to receive SpinCo common stock in the distribution, but you are urged to read this entire
information statement carefully. No shareholder approval of the distribution is required. You are not
being asked for a proxy. You do not need to pay any consideration, exchange or surrender your
existing Rayonier common shares or take any other action to receive your shares of SpinCo common
stock. Please do not send in your Rayonier stock certificates. The distribution will not affect the
number of outstanding Rayonier common shares or any rights of Rayonier shareholders, although it
will affect the market value of each outstanding Rayonier common share.

How will shares of SpinCo common stock be
issued?

  

You will receive shares of SpinCo common stock through the same channels that you currently use to
hold or trade Rayonier common shares, whether through a brokerage account, 401(k) plan or other
channel. Receipt of SpinCo shares will be documented for you in the same manner that you typically
receive shareholder updates, such as monthly broker statements and 401(k) statements.
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If you own Rayonier common shares as of the close of business on, June 18, 2014, the record date for
the distribution, including shares owned in certificate form, Rayonier, with the assistance of
Computershare Trust Company, N.A., the distribution agent, will electronically distribute shares of
SpinCo common stock to you or to your brokerage firm on your behalf in book-entry form.
Computershare will mail you a book-entry account statement that reflects your shares of SpinCo
common stock, or your bank or brokerage firm will credit your account for the shares. If you own
Rayonier common shares through the Rayonier dividend reinvestment plan, the SpinCo shares you
receive will be distributed to a new SpinCo dividend reinvestment plan account that will be created
for you.

If I was enrolled in the Rayonier dividend
reinvestment plan, will I automatically be enrolled
in the SpinCo dividend reinvestment plan?

  

Yes. If you elected to have your Rayonier cash dividends applied toward the purchase of additional
Rayonier common shares, the SpinCo shares you receive in the distribution will be automatically
enrolled in the SpinCo dividend reinvestment plan sponsored by Computershare (SpinCo’s transfer
agent and registrar), unless you notify Computershare that you do not want to reinvest any SpinCo
cash dividends in additional SpinCo shares. For contact information for Computershare, see
“Description of Rayonier Advanced Materials Inc.’s Capital Stock—Transfer Agent and Registrar.”

How many shares of SpinCo common stock will I
receive in the distribution?

  

Rayonier will distribute to you one share of SpinCo common stock for every three common shares of
Rayonier held by you as of close of business on the record date for the distribution. Based on
approximately 126.5 million Rayonier common shares outstanding as of June 13, 2014, a total of
approximately 42.2 million shares of SpinCo common stock will be distributed. For additional
information on the distribution, see “The Separation and Distribution.”

Will SpinCo issue fractional shares of its common
stock in the distribution?

  

No. SpinCo will not issue fractional shares of its common stock in the distribution. Fractional shares
that Rayonier shareholders would otherwise have been entitled to receive will be aggregated and sold
in the public market by the distribution agent. The aggregate net cash proceeds of these sales will be
distributed pro rata (based on the fractional share such holder would otherwise be entitled to receive)
to those shareholders who would otherwise have been entitled to receive fractional shares. Recipients
of cash in lieu of fractional shares will not be entitled to any interest on the amounts of payment
made in lieu of fractional shares.

What are the conditions to the distribution?
  

The distribution is subject to the satisfaction (or waiver by Rayonier in its sole discretion) of the
following conditions:

  

•   the transfer of assets and liabilities from Rayonier to SpinCo shall be completed in
accordance with the separation and distribution agreement;

  

•   Rayonier shall have received a private letter ruling from the Internal Revenue Service (or the
“IRS”) to the effect that, among other things, the contribution by Rayonier of assets and
liabilities to SpinCo and the distribution, taken together, will qualify as a transaction that is
tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the
Internal Revenue Code of 1986, as amended (or the “Code”), and certain transactions related
to the transfer of assets and liabilities to SpinCo in connection with the separation will not
result in the recognition of any gain or loss to Rayonier, SpinCo or their shareholders (which
private letter ruling has been received by Rayonier), and such private letter ruling shall not
have been revoked or modified in any material respect;
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•   Rayonier shall have received an opinion from Rayonier’s outside tax counsel to the effect that
with respect to certain requirements for tax-free treatment under Section 355 of the Code on
which the IRS will not rule, such requirements will be satisfied;

  

•   the U.S. Securities and Exchange Commission (or the “SEC”) shall have declared effective
the registration statement of which this information statement forms a part, and this
information statement shall have been mailed to the Rayonier shareholders;

  

•   all actions or filings necessary or appropriate under applicable U.S. federal, U.S. state or
other securities laws shall have been taken and, where applicable, have become effective or
been accepted by the applicable governmental entity;

  

•   the transaction agreements relating to the separation shall have been duly executed and
delivered by the parties;

  

•   no order, injunction, or decree issued by any court of competent jurisdiction or other legal
restraint or prohibition preventing the consummation of the separation, distribution or any of
the related transactions shall be in effect;

  

•   the shares of SpinCo common stock to be distributed shall have been accepted for listing on
the New York Stock Exchange, subject to official notice of distribution;

  

•   Rayonier shall have received the proceeds from the cash transfers from SpinCo, as described
in “Certain Relationships and Related Person Transactions—Separation Agreement—Cash
Transfers,” and Rayonier shall be satisfied in its sole and absolute discretion that as of the
effective time of the distribution, it shall have no further liability under any of the SpinCo
financing arrangements described under “Description of Material Indebtedness”; and

  

•   no other event or development shall exist or have occurred that, in the judgment of
Rayonier’s board of directors, in its sole discretion, makes it inadvisable to effect the
separation, distribution and other related transactions.

 
Rayonier and SpinCo cannot assure you that any or all of these conditions will be met and may also
waive any of the conditions to the distribution. In addition, Rayonier can decline at any time to go
forward with the separation. For a complete discussion of all of the conditions to the distribution, see
“The Separation and Distribution—Conditions to the Distribution.”

What is the expected date of completion of the
separation?

  

The completion and timing of the separation are dependent upon a number of conditions. It is
expected that the shares of SpinCo common stock will be distributed by Rayonier at 11:59 p.m.,
Eastern Time, on June 27, 2014 to the holders of record of Rayonier common shares at the close of
business on June 18, 2014, the record date for the distribution. However, no assurance can be
provided as to the timing of the separation or that all conditions to the distribution will be met.
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Can Rayonier decide to cancel the distribution of
SpinCo common stock even if all the conditions
have been met?

  

Yes. The distribution is subject to the satisfaction or waiver of certain conditions. See the section
entitled “The Separation and Distribution—Conditions to the Distribution.” Until the distribution has
occurred, Rayonier has the right to terminate the distribution, even if all of the conditions are
satisfied.

What if I want to sell my Rayonier common
shares or my SpinCo common stock?   

You should consult with your financial advisors, such as your stockbroker, bank or tax advisor.

What is “regular-way” and “ex-distribution”
trading of Rayonier common shares?

  

Beginning on or shortly before the record date for the distribution and continuing up to and through
the distribution date, it is expected that there will be two markets in Rayonier common shares: a
“regular-way” market and an “ex-distribution” market. Rayonier common shares that trade in the
“regular-way” market will trade with an entitlement to shares of SpinCo common stock distributed
pursuant to the distribution. Shares that trade in the “ex-distribution” market will trade without an
entitlement to shares of SpinCo common stock distributed pursuant to the distribution. If you decide
to sell any Rayonier common shares before the distribution date, you should make sure your
stockbroker, bank or other nominee understands whether you want to sell your Rayonier common
shares with or without your entitlement to SpinCo common stock pursuant to the distribution.

Where will I be able to trade shares of SpinCo
common stock?

  

SpinCo has been authorized to have its common stock listed on the New York Stock Exchange under
the symbol “RYAM,” subject to official notice of distribution. SpinCo anticipates that trading in
shares of its common stock will begin on a “when-issued” basis on or shortly before June 18, 2014,
the record date for the distribution, and will continue up to and through the distribution date and that
“regular-way” trading in SpinCo common stock will begin on the first trading day following the
completion of the separation. If trading begins on a “when-issued” basis, you may purchase or sell
SpinCo common stock up to and through the distribution date, but your transaction will not settle
until after the distribution date. SpinCo cannot predict the trading prices for its common stock before,
on or after the distribution date.

What will happen to the listing of Rayonier
common shares?   

Rayonier common shares will continue to trade on the New York Stock Exchange after the
distribution under the symbol “RYN.”

Will the number of Rayonier common shares that
I own change as a result of the distribution?   

No. The number of Rayonier common shares that you own will not change as a result of the
distribution.

Will the distribution affect the market price of my
Rayonier common shares?

  

Yes. As a result of the distribution, Rayonier expects the trading price of Rayonier common shares
immediately following the distribution to be lower than the “regular-way” trading price of such
shares immediately prior to the distribution because the trading price will no longer reflect the value
of the performance fibers business. There can be no assurance that the aggregate market value of the
Rayonier common shares and the SpinCo common stock following the separation will be higher or
lower than the market value of Rayonier common shares if the separation did not occur. This means,
for example, that the combined trading prices of three Rayonier common shares and one share of
SpinCo common stock after the distribution may be equal to, greater than or less than the trading
price of three Rayonier common shares before the distribution.
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What are the material U.S. federal income tax
consequences of the contribution and the
distribution?

  

Rayonier has received a private letter ruling from the IRS to the effect that, among other things, the
contribution of assets and liabilities from Rayonier to SpinCo and the distribution, taken together,
will qualify as a transaction that is tax-free for U.S. federal income tax purposes under Sections 355
and 368(a)(1)(D) of the Code. It is a condition to the completion of the distribution that such ruling
shall not have been revoked or modified in any material respect. In addition, it is a condition to the
completion of the distribution that Rayonier receive an opinion from outside tax counsel to the effect
that, with respect to certain requirements for tax-free treatment under Section 355 of the Code on
which the IRS will not rule, such requirements will be satisfied. Under the private letter ruling from
the IRS, the contribution of assets and liabilities from Rayonier to SpinCo and the distribution, taken
together, will qualify as a reorganization for U.S. federal income tax purposes under Section 355 and
Section 368(a)(1)(D) of the Code, and accordingly, no gain or loss will be recognized by Rayonier in
connection with the contribution and distribution and, except with respect to cash received in lieu of a
fractional share of SpinCo common stock, no gain or loss will be recognized by you, and no amount
will be included in your income, upon the receipt of shares of SpinCo common stock in the
distribution for U.S. federal income tax purposes. You will, however, recognize gain or loss for U.S.
federal income tax purposes with respect to cash received in lieu of a fractional share of SpinCo
common stock. For more information regarding the private letter ruling and the potential U.S. federal
income tax consequences to SpinCo and to you of the contribution and the distribution, see the
section entitled “Material U.S. Federal Income Tax Consequences.”

How will I determine my tax basis in the SpinCo
shares I receive in the distribution?

  

For U.S. federal income tax purposes, your aggregate basis in the common shares that you hold in
Rayonier and the new SpinCo common stock received in the distribution (including any fractional
share interest in SpinCo common stock for which cash is received) will equal the aggregate basis in
the Rayonier common shares held by you immediately before the distribution, allocated between
your Rayonier common shares and the SpinCo common stock (including any fractional share interest
in SpinCo common stock for which cash is received) you receive in the distribution in proportion to
the relative fair market value of each on the distribution date. You should consult your tax advisor
about the particular consequences of the distribution to you, including the application of the tax basis
allocation rules and the application of state, local and non-U.S. tax laws.

What will SpinCo’s relationship be with Rayonier
following the separation?

  

SpinCo will enter into a separation and distribution agreement with Rayonier to effect the separation
and provide a framework for SpinCo’s relationship with Rayonier after the separation and will enter
into certain other agreements, such as a transition services agreement, a tax matters agreement, an
employee matters agreement and an intellectual property agreement. These agreements will provide
for the separation between SpinCo and Rayonier of the assets, employees, liabilities and obligations
(including its investments, property and employee benefits and tax-related assets and liabilities) of
Rayonier and its subsidiaries attributable to periods prior to, at and after SpinCo’s separation from
Rayonier and will govern the relationship between SpinCo and Rayonier subsequent to the
completion of the separation. For additional information regarding the separation and distribution
agreement and other transaction agreements, see the sections entitled “Risk Factors—Risks Related
to the Separation” and “Certain Relationships and Related Person Transactions.”

 
5



Table of Contents

Who will manage SpinCo after the separation?

  

SpinCo will benefit from a management team with an extensive background in the performance
fibers business. Led by Paul G. Boynton, who will be SpinCo’s Chairman, President and Chief
Executive Officer after the separation, SpinCo’s management team will possess deep knowledge of,
and extensive experience in, its industry. For more information regarding SpinCo’s management, see
“Management.”

Are there risks associated with owning SpinCo
common stock?

  

Yes. Ownership of SpinCo common stock is subject to both general and specific risks relating to
SpinCo’s business, the industry in which it operates, its ongoing contractual relationships with
Rayonier and its status as a separate, publicly traded company. Ownership of SpinCo common stock
is also subject to risks relating to the separation. These risks are described in the “Risk Factors”
section of this information statement beginning on page 19. You are encouraged to read that section
carefully.

Does SpinCo plan to pay dividends?

  

SpinCo currently expects that it will initially pay a regular cash dividend. However, the declaration
and payment of any dividends in the future by SpinCo will be subject to the sole discretion of its
board of directors and will depend upon many factors. See “Dividend Policy.”

Will SpinCo incur any indebtedness prior to or at
the time of the distribution?

  

Yes. SpinCo anticipates having approximately $950 million of indebtedness upon completion of the
separation. On the distribution date, SpinCo anticipates that the debt will consist of $325 million of
term loans under the term loan facilities of Rayonier A.M. Products Inc., which will be a wholly
owned subsidiary of SpinCo after the separation, borrowings of $75 million under SpinCo’s
revolving credit facility and $550 million of corporate bonds issued by Rayonier A.M. Products Inc.
See “Description of Material Indebtedness” and “Risk Factors—Risks Related to SpinCo’s
Business.” Promptly following the distribution, it is anticipated that the $75 million of revolving
borrowings by SpinCo will be repaid with the proceeds of a delayed draw term loan expected to be
made available to Rayonier A.M. Products Inc. under the term loan facilities described above.

Who will be the distribution agent, transfer agent
and registrar for the SpinCo common stock?

  

The distribution agent, transfer agent and registrar for the SpinCo common stock will be
Computershare Trust Company, N.A. For questions relating to the transfer or mechanics of the stock
distribution, you should contact Computershare toll free at (866) 246-0322 or non-toll free at (201)
680-6578.

Where can I find more information about
Rayonier and SpinCo?

  

Before the distribution, if you have any questions relating to Rayonier’s business performance, you
should contact:
 
Rayonier Inc.
1301 Riverplace Boulevard
Suite 2300
Jacksonville, Florida 32207
Attention: Investor Relations
 
After the distribution, SpinCo stockholders who have any questions relating to SpinCo’s business
performance should contact SpinCo at:
 
Rayonier Advanced Materials Inc.
1301 Riverplace Boulevard
Suite 2300
Jacksonville, Florida 32207
Attention: Investor Relations
 
The SpinCo investor Web site (rayonieram.com) will be operational as of June 27, 2014.

 
6



Table of Contents

INFORMATION STATEMENT SUMMARY

Except as otherwise indicated or unless the context otherwise requires, the information included in this information statement about Rayonier
Advanced Materials Inc. assumes the completion of all of the transactions referred to in this information statement in connection with the separation and
distribution. Unless the context otherwise requires, references in this information statement to “SpinCo” refer to Rayonier Advanced Materials Inc., a
Delaware corporation, and its combined subsidiaries. References to SpinCo’s historical business and operations refer to the business and operations of
Rayonier’s performance fibers business that will be transferred to SpinCo in connection with the separation and distribution. References in this
information statement to “Rayonier” refer to Rayonier Inc., a North Carolina corporation, and its consolidated subsidiaries, unless the context
otherwise requires.

Rayonier Advanced Materials Inc.

Rayonier Advanced Materials Inc. (“SpinCo”) is the leading global producer of high-purity cellulose, a natural polymer, used as a raw material to
manufacture a broad range of consumer-oriented products such as cigarette filters, liquid crystal displays, impact-resistant plastics, thickeners for food
products, pharmaceuticals, cosmetics, high-tenacity rayon yarn for tires and industrial hoses, food casings, paints and lacquers. Purified cellulose is an
organic material primarily derived from either wood or cotton and sold as cellulose specialties or commodity viscose, depending on its purity level.
Cellulose specialties typically contain over 95% cellulose, while commodity viscose typically contains less than 95% cellulose. Cellulose specialties
generally command a price premium, earn higher margins and benefit from greater demand stability through the economic cycle relative to commodity
viscose.

SpinCo’s cellulose specialties require high levels of purity, process knowledge and are custom engineered and manufactured to customers’ exacting
specifications. SpinCo’s customers (primarily specialty chemical companies) place a high premium on products that have great impact in terms of form,
function and composition as they modify SpinCo’s fibers through various chemical reactions, which require high purity and uniformity for efficient
production. As a result, cellulose specialties require a stringent qualification process as any inconsistencies in purity and/or uniformity can result in very
negative and costly consequences to SpinCo’s customers.

With approximately 675,000 metric tons of cellulose specialties capacity and nearly double the sales of its next largest competitor, SpinCo is the
global leader in the production of cellulose specialties. SpinCo’s key competitive advantage is the “SpinCo Recipe” — its unique ability to utilize its
manufacturing facilities to engineer cellulose specialties fibers to customers’ exacting specifications. SpinCo is the only cellulose specialties producer
with manufacturing facilities that provide flexibility to use both hardwood and softwood, kraft and sulfite cooking processes, and a variety of proprietary
chemical treatments. Additionally, SpinCo has a tremendous asset of process knowledge: the understanding of wood fiber properties and their
modification under a sequence of chemical processes, accumulated and developed over 85 years of practical application to achieve unique properties for
a variety of customer needs. When this process knowledge is combined with its manufacturing flexibility and knowledge of customers’ applications and
specifications, it allows SpinCo to have the most extensive capability set to modify cellulose fibers in the industry.

SpinCo’s strategy has resulted in an increase in gross margin from $201 million in 2009 to $333 million in 2013. Net income has decreased from
$305 million in 2009 to $220 million in 2013, as 2009 included $205 million, net of expenses, related to the Alternative Fuel Mixture Credit. Adjusted
earnings before interest, taxes, depreciation and amortization (or “Adjusted EBITDA”) increased from $226 million in 2009 to $363 million in 2013,
representing a compound annual growth rate (or “CAGR”) of 13%. For a reconciliation of Adjusted EBITDA to net income, see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Performance Indicators.”
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SpinCo categorizes its cellulose specialties into three product lines: acetate, high-value ethers and other cellulose specialties which account for 81%,
6% and 13% of its total cellulose specialties volume, respectively. SpinCo’s products are used primarily in the manufacture of a broad range of end-use
products, as shown in the table below.
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SpinCo estimates that cellulose specialties demand was approximately 1.6 million metric tons in 2012. SpinCo believes that its 2013 sales volume of
approximately 486,000 metric tons makes it the industry leader, reflecting sales in three product lines where SpinCo’s management estimates that it was
one of the top three producers by volume. The charts below summarize the global end use breakdown by product line of the cellulose specialties
business:

Global Cellulose Specialties End Use Breakdown (1)(2)
 

   

Acetate
  

High Value Ethers (3)

  

Other Cellulose
Specialties

 
End Use Breakdown

   

End Use Breakdown
   

End Use Breakdown
 

      
   
Estimated Product Demand
n     ~ 710,000 metric tons
n     1—2% growth per year   

Estimated Product Demand
n     ~ 503,000 metric tons
n     4—6% growth per year   

Estimated Product Demand
n     ~ 355,000 metric tons
n     2—3% growth per year

   
Estimated SpinCo Position
n     Number 1   

Estimated SpinCo Position
n     Top 4   

Estimated SpinCo Position
n     Top 2

 
 
Source: Hawkins Wright, PCI Fibres, Markets and Markets, and company estimates
(1) Data from 2012. (latest available)
(2) Product line size includes approximately 130,000 to 160,000 metric tons of cotton linter.
(3) Product line size includes approximately 100,000 metric tons MCC.

SpinCo’s production facilities, located in Jesup, Georgia, and Fernandina Beach, Florida, have a combined annual production capacity of
approximately 675,000 metric tons. The Jesup mill can produce approximately 520,000 metric tons of cellulose specialties, or approximately 77% of
SpinCo’s total capacity. The Fernandina Beach mill can produce approximately 155,000 metric tons of cellulose specialties, or approximately 23% of
SpinCo’s total capacity. Combined, these facilities manufacture more than 25 different grades of purified cellulose.

Historically, about one-third of SpinCo’s production was absorbent materials, a commodity product mainly used in disposable baby diapers,
feminine hygiene products, incontinence pads, convalescent bed pads, industrial towels and wipes, and non-woven fabrics. In May 2011, SpinCo decided
to convert its absorbent material production line located in the Jesup mill to cellulose specialties based on increased demand from its customers for high-
value cellulose specialties and SpinCo’s desire to exit commodity-like product lines. Management believes this conversion, referred to as the cellulose
specialties expansion project, positions SpinCo as the only fully dedicated supplier of cellulose specialties.

The cellulose specialties expansion project cost $385 million and converted approximately 260,000 metric tons of absorbent materials capacity into
approximately 190,000 metric tons of cellulose specialties capacity. The
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project was completed in June 2013, after significant modifications to the production line and increased capacity of ancillary systems.

In July 2013, SpinCo restarted the converted production line and began the qualification process for the line’s production with its customers. SpinCo
expects to produce cellulose specialties, commodity viscose and other products, modulating volumes in each product group to meet demand. As cellulose
specialties demand grows over the next several years, SpinCo expects to increase its sales of cellulose specialties and complete its transition to a
dedicated cellulose specialties supplier.

Strategies

Key elements of SpinCo’s business strategy are as follows:

Strengthen SpinCo’s cellulose specialties leadership position. With approximately 675,000 metric tons of cellulose specialties capacity and nearly
double the sales of the next largest competitor, SpinCo is the global leader in the production of cellulose specialties, a high-value sector. SpinCo believes
the global demand is growing approximately 45,000 to 50,000 metric tons a year as customers’ product needs continue to expand. SpinCo’s cellulose
specialties expansion project’s approximately 190,000 metric tons of cellulose specialties capacity is in the process of qualification with new and existing
customers. As demand continues to grow for cellulose specialties, SpinCo will be positioned to drive increases in margins and cash flows.

Differentiate through technically superior products and research and development. The quality and consistency of SpinCo’s cellulose
specialties and its premier research and development capabilities create a significant competitive advantage, resulting in a premium price (a price greater
than competitors) for SpinCo’s products and driving strong profitability. SpinCo manufactures products that are tailored to the precise and demanding
chemical and physical requirements of its customers, achieving industry leading high purity levels and product functionality for specific grades. Its
ability to manufacture technically superior products is the result of its proprietary production processes, intellectual property, technical expertise, diverse
manufacturing processes and knowledge of cellulosic chemistry.

SpinCo’s premier research and development facility allows it to replicate its customers’ manufacturing processes which differentiates SpinCo from
its competitors. Combined with SpinCo’s deep understanding of its customers’ processes and historical success in applied research and development,
SpinCo is uniquely qualified to continue partnering with its customers to develop new products to meet evolving consumer needs and to trouble shoot
customer production issues. For the periods ending December 31, 2013, 2012 and 2011, SpinCo recorded research and development expenses of
approximately $3.3 million, $2.8 million and $2.8 million respectively.

Drive growth and diversification. Expanding sales to other cellulose specialty applications will provide attractive opportunities for increasing
revenue and improving profitability. With 80% of its current sales volume in the acetate product line, SpinCo intends to expand its sales in the faster
growing ethers and other cellulose specialty product lines. SpinCo’s additional approximately 190,000 metric tons of cellulose specialties capacity
combined with its process knowledge and expertise in cellulose specialties manufacturing will allow it to pursue growth and diversification without
additional investment. SpinCo also intends to evaluate adjacent specialty chemical market opportunities for further growth and diversification.

Focus on operational excellence. Operating mills reliably and at a competitive cost while producing consistently high-quality and high-value
cellulose is critical to SpinCo’s existing customers and enhances its ability to attract new customers. SpinCo strives to continuously improve its cost
position, throughput and reliability of its manufacturing facilities through targeted expenditures and capital investments. For instance, SpinCo has
identified a number of high return projects that it expects will achieve internal rates of return greater than 20 percent and are executable in the next three
years. Additionally, SpinCo continues to develop maintenance systems and procedures that will improve the throughput, purity and uniformity of
SpinCo’s products by increasing the reliability of its manufacturing processes. SpinCo’s continued focus on operational excellence will continue to
enable it to drive profitability and strengthen customer relationships.
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Maximize cash flow. SpinCo has historically maintained a strong margin profile as part of Rayonier. As a stand-alone business, the SpinCo team
will be able to implement a focused strategy to more efficiently allocate resources and further maximize cash flow. Additionally, SpinCo believes that its
production capacity is sufficient to meet its current growth initiatives without significant additional spending. Over the last five years, Rayonier invested
approximately $397 million in growth capital expenditures for capacity expansions and productivity enhancements. Given the significant investment to
date, SpinCo anticipates that further investment in growth capital will be spent only upon the expectation of significant returns. SpinCo’s strong balance
sheet, financial flexibility and significant cash flows are key, differentiating attributes from its competitors in its industry.

Strengths

SpinCo believes the following strengths support its business strategies:

Leading position in high-value cellulose specialties. With nearly double the sales of the next largest competitor, SpinCo is the largest global
producer of high-value cellulose specialties and is ideally positioned to capture anticipated growth in its markets. SpinCo’s leadership position in custom-
engineered high-value cellulose specialties reflects its technical expertise, outstanding product purity and consistency, strong partnership with its global
customers and continued investment in capacity. SpinCo’s processes and products are technologically difficult to replicate for other cellulose specialty
producers and SpinCo believes they are not possible without significant investment in equipment and intellectual property. As a result, none of the
competitors currently are able to match the consistency and purity of SpinCo’s products and the breadth of its product offering. More broadly, in the past
10 years, SpinCo believes there was only one new entrant into the specialty cellulose industry.

SpinCo decided to leverage its process and product expertise by investing $385 million in its recently-completed cellulose specialties expansion
project. The project converted SpinCo’s approximate 260,000 metric tons of absorbent materials production capacity to approximately 190,000 metric
tons of additional cellulose specialties capacity, positioning SpinCo to capture the anticipated growth in demand in developed and emerging markets and
to expand its sales to other cellulose specialty uses, such as ethers, which offer attractive growth rates and profit margins.

Broad product offering and customization enabled by the proprietary “SpinCo recipe.” SpinCo’s manufacturing processes have been
developed over 85 years. SpinCo’s production facilities utilize kraft and sulfite manufacturing processes, hardwood and softwood fibers, proprietary
bleaching sequences and specialized cold caustic processes to engineer and manufacture highly customized cellulose specialties. This operational
flexibility, combined with its state-of-the-art research and development facility, industry-leading technical capabilities, access to desirable hardwood and
softwood species and proprietary process knowledge, allows SpinCo to engineer a wide breadth of customized fibers each specifically configured for its
customers’ unique needs, and to achieve the specific properties required for a broad range of end uses. New product development is another area where
SpinCo is the preferred partner for its customers that collaborate with SpinCo to develop and qualify the proprietary formulations for customized fibers.

Long-term relationships with financially strong, global customers. SpinCo benefits from long-standing relationships with blue-chip, industry-
leading companies in each of its key product lines, as well as from low customer turnover (SpinCo’s average customer relationship among SpinCo’s top
10 customers is 38 years). SpinCo has customers in more than 35 countries across five continents and delivers its products to more than 79 ports around
the world and, as a result, has developed strategic competence in handling global logistics and distribution. SpinCo’s five largest customers, who account
for approximately 70% of sales, are all either well known global diversified specialty chemical companies or state owned enterprises. SpinCo has long-
term volume contracts with most of the world’s cellulose specialties-based product manufacturers, representing a significant majority of SpinCo’s
cellulose specialties production. SpinCo’s relationships with its largest cellulose specialties
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customers span 24 to 82 years, facilitating a deep understanding of its customers’ products and manufacturing processes that have led to strong
partnerships on new product development. See Note 4— Segment and Geographical Information of SpinCo’s Combined Financial Statements for
information on SpinCo’s major customers.

Resilience through economic cycles. SpinCo’s technically-demanding products are used in many consumer end-use products such as cigarette
filters, sausage casings, food additives, personal care products and pharmaceuticals, which benefit from stable demand throughout the economic cycle.
As a result, SpinCo’s financial performance tends to be relatively less impacted during cyclical downturns because of the resilient demand for its end-use
products. As an example, during the 2008—2009 economic downturn, SpinCo’s sales increased by 5%, SpinCo’s net income increased 12%, excluding
the 2009 inclusion of $205 million, net of expenses, related to the Alternative Fuel Mixture Credit, and SpinCo’s Adjusted EBITDA grew 18%. SpinCo
believes that its end-use markets will continue to grow in various economic environments given their stable nature. For a reconciliation of Adjusted
EBITDA to net income, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Performance Indicators.”

Attractive margins and strong free cash flow generation. SpinCo’s gross margin increased from $201 million in 2009 to $333 million in 2013.
Net income decreased from $305 million in 2009 to $220 million in 2013, as 2009 included $205 million, net of expenses, related to the Alternative Fuel
Mixture Credit. Cash flow from operations was $258 million, $305 million, $258 million, $408 million and $128 million for the years ended
December 31, 2013, 2012, 2011, 2010 and 2009, respectively. From the beginning of fiscal 2009 through fiscal 2013, SpinCo has generated strong
Adjusted Free Cash Flow totaling $633 million. SpinCo produced Adjusted EBITDA of $363 million, $402 million, $339 million, $258 million and $226
million for the years ended December 31, 2013, 2012, 2011, 2010 and 2009, respectively. During this five-year period, net income margins averaged
19%, excluding $205 million, net of expenses, related to the Alternative Fuel Mixture Credit in 2009. Adjusted EBITDA margins averaged 32%. SpinCo
attributes its strong financial performance to its technical product consistency and purity, significant capital investment in its production and research and
development facilities, and its deep understanding of customers’ manufacturing processes and product requirements and anticipates that its business will
continue to generate attractive returns to its shareholders. For a reconciliation of Adjusted Free Cash Flow to cash flow from operations and Adjusted
EBITDA to net income, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Performance Indicators.”

Industry

Cellulose Specialties

SpinCo believes the global demand in 2012 for cellulose specialties was about 1.6 million metric tons, including 130,000 to 160,000 metric tons of
cellulose specialties derived from cotton linters. SpinCo expects global demand to grow approximately 3% to 4% per year for the next 5 years. SpinCo is
the global leader in the manufacture of cellulose specialties, and categorizes its sales of cellulose specialties into the following key product lines:
 

 
•  Acetate. SpinCo is the leading global manufacturer of cellulose specialties for acetate products. SpinCo estimates that the global demand in

2012 for cellulose specialties for acetate products was approximately 710,000 metric tons and expects this demand to grow 1% to 2% per
year over the next 5 years.

 

 
•  High Value Ethers. SpinCo is a leading global manufacturer of cellulose specialties for ethers products. SpinCo estimates that the global

demand in 2012 for cellulose specialties for ethers products was approximately 503,000 metric tons and expects this demand to grow 4% to
6% per year over the next 5 years.
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•  Other Cellulose Specialties. SpinCo is a leading global manufacturer of other cellulose specialties. SpinCo estimates that the global

demand in 2012 for other cellulose specialties is approximately 355,000 metric tons and expects this demand to grow 2% to 3% per year
over the next 5 years.

In 2013, additional cellulose specialties capacity was added, including approximately 190,000 metric tons added by SpinCo following the
completion of its cellulose specialties expansion project and approximately 45,000 metric tons added by SpinCo’s competitors. SpinCo believes global
capacity totaled approximately 1.8 million metric tons (including the new capacity) at the end of 2013.

Commodity Viscose

Commodity viscose is primarily sold to producers of viscose staple fibers. Viscose staple is used in woven applications such as textiles for clothing
and other fabrics, and in non-woven applications such as baby wipes, cosmetic and personal wipes, industrial wipes and mattress ticking. In recent years,
shifts in fashion styles and higher than historical cotton prices have increased demand for viscose staple fibers. Weak global cotton harvests during 2011
provided a further boost to demand for viscose staple as a cotton substitute. Additionally, variability in cotton linter supply, due to competing uses of
cotton seeds in agriculture, and increasing concerns about the environmental impact of producing viscose staple from cotton have resulted in viscose
staple producers shifting volume to commodity viscose derived from wood. SpinCo believes global demand for commodity viscose in 2012 was
approximately 4.4 million metric tons (including approximately 800,000 metric tons derived from cotton) and expects this demand to grow
approximately 9% to 10% per year for the next 5 years.

Significant new commodity viscose capacity has been added in the last three years to meet this demand. SpinCo believes global capacity totaled
5.7 million metric tons at the end of 2013, and an additional 1.0 million metric tons of capacity has been announced and is expected to be completed in
the next two years.

In February 2013, China’s Ministry of Commerce (MOFCOM) initiated an anti-dumping investigation of imports of dissolving wood, cotton and
bamboo pulp into China from the U.S., Canada and Brazil during 2012. In November 2013, MOFCOM issued a preliminary determination that SpinCo’s
lower purity Fibernier grade product used in commodity viscose applications would be subject to a 21.7% interim duty effective November 7, 2013. In
April 2014, MOFCOM issued a final determination reducing duty from 21.7% to 17.2% effective April 6, 2014. SpinCo expects MOFCOM’s final
determination to remain in place for five years. SpinCo does not expect that MOFCOM’s duty will materially affect its business results. For more
information regarding the investigation, see “Risk Factors—Risks Related to SpinCo’s Business” and “Business—Legal and Regulatory Proceedings.”

Although SpinCo’s business is focused on the production of cellulose specialties, it expects to sell approximately 135,000 metric tons of commodity
viscose to commodity markets in 2014. As demand for cellulose specialties increases over the next several years, SpinCo expects to shift production
from commodity viscose markets to cellulose specialties until it has essentially exited commodity viscose.

Summary of Risk Factors

An investment in SpinCo’s common stock is subject to a number of risks, including risks relating to SpinCo’s business, risks related to the
separation and risks related to SpinCo’s common stock. Set forth below are some, but not all, of these risks. Please read the information in the section
captioned “Risk Factors” for a more thorough description of these and other risks.

Risks Related to SpinCo’s Business
 

 
•  The industry in which SpinCo operates is highly competitive. Actions by SpinCo’s competitors and excess production capacity, as

well as decreased prices resulting from excess production capacity, could adversely affect SpinCo’s business, financial condition and
results of operations.
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 •  SpinCo is dependent on relatively few large customers for a majority of its sales, and the loss of all or a substantial portion of its sales
to any of these customers could adversely affect its financial results.

 
 •  Changes in energy or raw material prices could affect SpinCo’s results of operations and financial condition.
 
 •  SpinCo is subject to risks associated with doing business outside of the United States.
 

 •  SpinCo’s business is subject to extensive environmental laws and regulations that may restrict or adversely affect SpinCo’s ability to
conduct its business.

 

 •  A material disruption at one of SpinCo’s manufacturing facilities could prevent SpinCo from meeting customer demand, reduce
SpinCo’s sales or negatively affect SpinCo’s results of operation and financial condition.

 
 •  Failure to develop new ideas and protect SpinCo’s intellectual property could negatively affect its future performance and growth.
 

 •  Future tobacco legislation, campaigns to discourage smoking, increases in tobacco taxes, increased costs of tobacco products and
increased use of non-filtered substitutes could adversely affect SpinCo’s business, financial condition and results of operations.

Risks Related to the Separation
 

 
•  SpinCo has no history operating as an independent company, and its historical and pro forma financial information is not necessarily

representative of the results that it would have achieved as a separate, publicly traded company and may not be a reliable indicator of
its future results.

 

 •  SpinCo may not achieve some or all of the expected benefits of the separation, and the separation may adversely affect SpinCo’s
business.

 

 •  After SpinCo’s separation from Rayonier, SpinCo will have debt obligations that could restrict SpinCo’s ability to pay dividends and
have a negative impact on SpinCo’s financing options and liquidity position.

Risks Related to SpinCo’s Common Stock
 

 •  SpinCo cannot be certain that an active trading market for its common stock will develop or be sustained after the separation, and
following the separation, SpinCo’s stock price may fluctuate significantly.

 

 •  A significant number of shares of SpinCo common stock may be traded following the separation, which may cause SpinCo’s stock
price to decline.

 

 •  Certain provisions in SpinCo’s amended and restated certificate of incorporation and bylaws, and of Delaware law, may prevent or
delay an acquisition of SpinCo, which could decrease the trading price of SpinCo’s common stock.

 

 

•  SpinCo’s amended and restated certificate of incorporation will contain an exclusive forum provision that may discourage lawsuits
against SpinCo and SpinCo’s directors and officers. Alternatively, if a court were to find the exclusive forum provision inapplicable
or unenforceable, SpinCo may incur additional litigation costs, which could adversely affect SpinCo’s business, financial condition or
results of operations.
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The Separation and Distribution

On January 27, 2014, Rayonier announced that it intends to separate its performance fibers business from its forest resources and real estate
businesses. The separation will occur by means of pro rata distribution to the Rayonier shareholders of 100% of the shares of common stock of SpinCo,
which was formed to hold Rayonier’s performance fibers business.

On May 27, 2014, the Rayonier board of directors approved the distribution of all of SpinCo’s issued and outstanding shares of common stock on
the basis of one share of SpinCo common stock for every three Rayonier common shares held as of the close of business on June 18, 2014, the record
date for the distribution.

SpinCo’s Post-Separation Relationship with Rayonier

SpinCo will enter into a separation and distribution agreement with Rayonier, which is referred to in this information statement as the “separation
agreement” or the “separation and distribution agreement.” In connection with the separation, SpinCo will also enter into various other agreements to
effect the separation and provide a framework for its relationship with Rayonier after the separation, such as a transition services agreement, a tax matters
agreement, an employee matters agreement and an intellectual property agreement. These agreements will provide for the allocation between SpinCo and
Rayonier of Rayonier’s assets, employees, liabilities and obligations (including its investments, property and employee benefits and tax-related assets
and liabilities) attributable to periods prior to, at and after SpinCo’s separation from Rayonier and will govern certain relationships between SpinCo and
Rayonier after the separation. For additional information regarding the separation agreement and other transaction agreements, see the sections entitled
“Risk Factors—Risks Related to the Separation” and “Certain Relationships and Related Person Transactions.”

Reasons for the Separation

The Rayonier board of directors believes that separating the performance fibers business from the remaining businesses of Rayonier is in the best
interests of Rayonier and its shareholders for a number of reasons, including that:
 

 
•  The separation will allow investors to separately value Rayonier and SpinCo based on their unique investment identities, including

the merits, performance and future prospects of their respective businesses. The separation will also provide investors with two
distinct and targeted investment opportunities.

 

 
•  The separation will allow each business to more effectively pursue its own distinct operating priorities and strategies, and will enable

the management of both companies to pursue unique opportunities for long-term growth and profitability, free from potential REIT
structural constraints that could limit the future growth potential of the performance fibers business.

 

 
•  The separation will permit each company to concentrate its financial resources solely on its own operations, providing greater

flexibility to invest capital in its business in a time and manner appropriate for its distinct strategy and business needs. This will
facilitate a more efficient allocation of capital.

 

 •  The separation will create separate independent equity structures that will afford each company direct access to capital markets and
facilitate the ability to capitalize on its unique growth opportunities and effect future acquisitions utilizing its common stock.

 

 
•  The separation will facilitate incentive compensation arrangements for employees more directly tied to the performance of each

relevant company’s business, and enhance employee hiring and retention by, among other things, improving the alignment of
management and employee incentives with performance and growth objectives.
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The Rayonier board of directors also considered a number of potentially negative factors in evaluating the separation, including, among others, risks
relating to the creation of a new public company, possible increased costs and one-time separation costs, but concluded that the potential benefits of the
separation outweighed these factors. For more information, see the sections entitled “The Separation and Distribution—Reasons for the Separation” and
“Risk Factors” included elsewhere in this information statement.

Corporate Information

SpinCo was incorporated in Delaware for the purpose of holding Rayonier’s performance fibers business in connection with the separation and
distribution described herein. Prior to the contribution of this business to SpinCo, which will occur immediately prior to the distribution, SpinCo will
have no operations. The address of SpinCo’s principal executive offices is 1301 Riverplace Boulevard, Suite 2300, Jacksonville, Florida 32207. SpinCo’s
telephone number after the distribution will be (904) 357-4600. SpinCo maintains an Internet site at www.rayonieram.com. SpinCo’s website and the
information contained therein or connected thereto shall not be deemed to be incorporated herein, and you should not rely on any such information in
making an investment decision.

SpinCo owns or has rights to use the trademarks, service marks and trade names that it uses in conjunction with the operation of its business.
SpinCo will have the right to use “Rayonier” as part of SpinCo’s name pursuant to the intellectual property agreement. See “Certain Relationships and
Related Person Transactions—Intellectual Property Agreement.”

Reason for Furnishing this Information Statement

This information statement is being furnished solely to provide information to shareholders of Rayonier who will receive shares of SpinCo common
stock in the distribution. It is not and is not to be construed as an inducement or encouragement to buy or sell any of SpinCo’s securities. The information
contained in this information statement is believed by SpinCo to be accurate as of the date set forth on its cover. Changes may occur after that date and
neither Rayonier nor SpinCo will update the information except in the normal course of their respective disclosure obligations and practices.
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Summary Historical and Unaudited Pro Forma Condensed Combined Financial Data

The following summary financial data reflects the combined operations of SpinCo. SpinCo derived the summary combined income statement data
for the three months ended March 31, 2014 and 2013 and the summary combined balance sheet data as of March 31, 2014 from its unaudited interim
combined financial statements, which are included elsewhere in this information statement. SpinCo derived the summary combined income statement
data for the years ended December 31, 2013, 2012 and 2011, and summary combined balance sheet data as of December 31, 2013 and 2012, as set forth
below, from its audited combined financial statements, which are included in the “Index to Financial Statements and Schedule” section of this
information statement. SpinCo derived the summary combined balance sheet data as of March 31, 2013 and December 31, 2011 from SpinCo’s
underlying financial records, which were derived from the financial records of Rayonier and are not included in this information statement. The historical
results do not necessarily indicate the results expected for any future period. To ensure a full understanding of this summary financial data, you should
read the summary combined financial data presented below in conjunction with “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and the combined financial statements and accompanying notes included elsewhere in this information statement.

The summary unaudited pro forma condensed combined financial data for the three months ended March 31, 2014 and the year ended December 31,
2013 has been prepared to reflect the separation, including the incurrence of indebtedness of approximately $950 million. The $950 million of
indebtedness is expected to consist of $325 million of borrowings by Rayonier A.M. Products Inc., which will be a wholly owned subsidiary of SpinCo
following the separation, under new term loan and revolving credit facilities, $550 million of corporate bonds issued by Rayonier A.M. Products Inc. and
$75 million of borrowings by SpinCo under its revolving credit facility. The net proceeds of the borrowings are expected to fund cash transfers of
approximately $950 million, less certain fees and expenses, to Rayonier, and Rayonier TRS Holdings Inc., a wholly owned subsidiary of Rayonier, as
described in “Certain Relationships and Related Person Transactions—Separation Agreement—Cash Transfers.” In addition, SpinCo anticipates that it
and its wholly-owned subsidiary Rayonier A.M. Products Inc. will have $250 million of borrowing capacity under a new revolving credit facility for
working capital and general corporate purposes. Prior to the distribution, it is anticipated that SpinCo will borrow $75 million under such revolving credit
facility and transfer the proceeds of such borrowing, together with SpinCo common stock and the assumption of certain liabilities, in exchange for the
contribution by Rayonier of Rayonier A.M. Products Inc.’s common stock and certain other assets to SpinCo. Such borrowing under the revolving credit
facility is anticipated to be repaid with the proceeds of a delayed draw term loan expected to be made available to Rayonier A.M. Products Inc. under the
new term loan facilities promptly after the distribution. The unaudited pro forma condensed combined income statement data presented for the three
months ended March 31, 2014 and the year ended December 31, 2013 assumes the spin-off occurred on January 1, 2013. The unaudited pro forma
condensed combined balance sheet data assumes the separation occurred on March 31, 2014. The assumptions used and pro forma adjustments derived
from such assumptions are based on currently available information and SpinCo believes such assumptions are reasonable under the circumstances.

The unaudited pro forma condensed combined financial statements are not necessarily indicative of SpinCo’s results of operations or financial
condition had the distribution and its anticipated post-separation capital structure been completed on the dates assumed. Also, they may not reflect the
results of operations or financial condition that would have resulted had SpinCo been operating as an independent, publicly traded company during such
periods. In addition, they are not necessarily indicative of its future results of operations or financial condition.

You should read this summary financial data together with “Unaudited Pro Forma Condensed Combined Financial Statements,” “Capitalization,”
“Selected Historical Combined Financial Data of Rayonier Advanced Materials Inc.,” “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and the combined financial statements and accompanying notes included in this information statement.
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As of and for the Three

Months Ended March 31,   As of and for the Years Ended December 31,  
   Pro forma          Pro forma            
(dollar amounts in millions)   2014    2014   2013   2013    2013   2012   2011  
Statement of Income Data:    
Sales   $       243     $       243    $       285    $       1,047    $       1,047    $       1,095    $       1,021   
Gross margin    54      54     97     333     333     379     323   
Operating income    43      43     87     286     289     342     283   
Net income    25      31     80     174     220     242     214   
Balance Sheet Data:           
Total assets   $       1,121     $       1,122    $       1,053     n/a     $ 1,120    $ 921    $ 665   
Property, plant and equipment, net    849      848     745     n/a      846     681     433   
Statement of Cash Flows Data:           
Cash provided by operating activities    n/a     $ 55    $ 30     n/a     $ 258    $ 305    $ 258   
Cash used for investing activities    n/a      (21)   (55)   n/a      (251)   (305)   (131) 
Cash used for financing activities    n/a      (34)   25     n/a      (7)   —     (127) 
Capital expenditures    n/a      (22)   (21)   n/a      (96)   (105)   (97) 
Jesup mill cellulose specialties expansion project    n/a      —     (37)   n/a      (141)   (201)   (43) 
Other Data:           
EBITDA (a)    n/a     $       64    $       102     n/a     $ 363    $ 402    $ 339   
Sales volumes (thousands of metric tons)           

Cellulose specialties    n/a      113     132     n/a      486     503     504   
Absorbent materials    n/a      16     56     n/a      106     214     227   
Commodity viscose    n/a      34     —     n/a      51     —     —   

      
 

   
 

     
 

   
 

   
 

Total      163     188       643     717     731   
      

 

   

 

     

 

   

 

   

 

(a) For a reconciliation of EBITDA to net income and cash flow from operations, see “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Performance Indicators.”
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RISK FACTORS

You should carefully consider the following risks and other information in this information statement in evaluating SpinCo and SpinCo’s common stock.
Any of the following risks could materially and adversely affect SpinCo’s business, financial condition or results of operations. The risk factors generally have
been separated into three groups: risks related to SpinCo’s business, risks related to the separation and risks related to SpinCo’s common stock.

Risks Related to SpinCo’s Business

The industry in which SpinCo operates is highly competitive.

SpinCo faces competition from domestic and foreign producers of high purity cellulose specialties and producers of products that can substitute for them
in certain applications, such as cotton linters. Moreover, the entry of new competitors and the expansion of existing competitors could create excess capacity,
which might cause SpinCo to lose sales or result in price reductions. For example, over the past 24 months some manufacturers of commodity viscose have
publicly announced plans to convert facilities to manufacture, or claimed to have already commenced production of, high purity cellulose specialties that may
compete with SpinCo’s products. In addition to SpinCo’s recently completed cellulose specialties expansion project, which added approximately 190,000
metric tons of cellulose specialties capacity, a few competitors have announced expansions of their capacity. Buckeye Technologies recently completed a
project to increase its cellulose specialties capacity by 40,000 metric tons at its Perry, Florida operation. Tembec, Inc. announced plans to increase capacity by
5,000 metric tons.

As a result of the increased cellulose specialties capacity described above, SpinCo expects 2014 cellulose specialties prices to decrease 7 percent to 8
percent. Although SpinCo plans to gradually increase cellulose specialties production in line with demand, additional increases in cellulose specialties
capacity could continue to adversely affect product pricing, which could result in a potential decline in SpinCo’s revenues and margins, thereby adversely
affecting SpinCo’s financial condition and results of operations.

SpinCo is dependent on a relatively few large customers for a majority of its sales. The loss of all or a substantial portion of its sales to any of these
large customers could have a material adverse effect on SpinCo.

SpinCo is subject to risks related to customer concentration because of the relative importance of its largest customers, many of whom have been doing
business with Rayonier for decades, and the ability of those customers to influence pricing and other contract terms. SpinCo depends on major acetate tow
manufacturers for a substantial portion of its sales. SpinCo’s five largest customers, which account for approximately 70% of its sales, are all either well
known global diversified specialty chemical companies or state owned enterprises. Although SpinCo strives to broaden and diversify its customer base, a
significant portion of its revenue is derived from a relatively small number of large-volume customers, and the loss of all or a substantial portion of sales to
any of these customers, or significant unfavorable changes to pricing or terms contained in SpinCo’s contracts with them, could adversely affect SpinCo’s
business, financial condition or results of operations. SpinCo is also subject to credit risk associated with this customer concentration. If one or more of
SpinCo’s largest customers were to become bankrupt, insolvent or otherwise were unable to pay for its products, SpinCo may incur significant write-offs of
accounts that may have a material adverse effect on its business, financial condition and results of operations. See Note 4—Segment and Geographical
Information of SpinCo’s Combined Financial Statements for information on SpinCo’s major customers.

SpinCo’s business is exposed to risks associated with the cyclicality of the business of certain of its customers, which may adversely affect its business
and results of operations.

Some of the industries in which SpinCo’s end-use customers participate, such as the construction, automotive and textile industries, are cyclical in
nature, thus posing a risk to SpinCo which is beyond its control. The
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industries in which these customers participate are highly competitive, to a large extent driven by end-use applications, and may experience overcapacity or
reductions in demand, all of which may affect demand for and pricing of SpinCo’s products. The consequences of this could include the reduction, delay or
cancellation of customer orders, and bankruptcy of customers, suppliers or other creditors. Although the occurrence of these events has not had a material
impact on SpinCo’s historical financial condition, the occurrence of these events may adversely affect SpinCo’s business, financial condition and results of
operation in the future.

SpinCo is subject to risks associated with doing business outside of the United States.

Although SpinCo’s production facilities are located in the United States, a significant portion of its sales are to customer locations outside of the United
States, including China, the European Union and other international markets. The export of SpinCo’s products into international markets results in risks that
are inherent in conducting business under international laws, regulations and customs. Sales to customers outside of the United States made up approximately
62% of SpinCo’s revenue in 2012. SpinCo expects that international sales will continue to contribute to future growth. The risks associated with SpinCo’s
business outside the United States include:
 
 •  changes in and reinterpretations of the laws, regulations and enforcement priorities of the countries in which SpinCo sells its products;
 

 •  responsibility to comply with anti-bribery laws such as the U.S. Foreign Corrupt Practices Act and similar anti-bribery laws in other
jurisdictions;

 

 •  trade protection laws, policies and measures and other regulatory requirements affecting trade and investment, including loss or modification of
exemptions for taxes and tariffs, imposition of new tariffs and duties and import and export licensing requirements;

 
 •  difficulty in establishing, staffing and managing non-U.S. operations;
 
 •  product damage or losses incurred during shipping;
 
 •  potentially negative consequences from changes in or interpretations of tax laws;
 
 •  political instability and actual or anticipated military or political conflicts;
 
 •  economic instability, inflation, recessions and interest rate and exchange rate fluctuations;
 
 •  uncertainties regarding non-U.S. judicial systems, rules and procedures; and
 
 •  minimal or limited protection of intellectual property in some countries.

These risks could adversely affect SpinCo’s business, financial condition and results of operations.

Changes in global economic conditions, market trends and world events could negatively affect customer demand.

The global reach of SpinCo’s business subjects it to unexpected, uncontrollable and rapidly changing events and circumstances, such as those that may
result from the volatile state of the global economic and financial markets, in addition to those experienced in the United States. Adverse changes in the
following factors, among others, could have a negative impact on SpinCo’s business and results of operations:
 
 •  fluctuations in currencies other than the U.S. dollar; and
 

 •  countervailing duty and anti-dumping tariffs, or similar types of tariffs, that may be imposed on SpinCo, which could result in reduced revenues
and margins on some of SpinCo’s businesses.
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A Chinese anti-dumping investigation has resulted in duties on SpinCo’s lower purity commodity viscose products, which could affect sales of the
products into China.

In February 2013, China’s Ministry of Commerce (“MOFCOM”) notified SpinCo and a number of other parties that it had commenced an anti-dumping
investigation into imports of dissolving, cotton and bamboo pulp into China from the United States, Canada and Brazil during 2012. In November 2013,
MOFCOM issued its preliminary determination in respect of its investigation. Pursuant to the preliminary determination, SpinCo’s lower purity commodity
viscose, which is primarily utilized to produce viscose staple fiber for use in the manufacture of fabrics, was assessed an interim duty of 21.7%, effective
November 7, 2013. In April 2014, MOFCOM issued a final determination reducing the duty from 21.7% to 17.2% effective April 6, 2014. SpinCo expects
MOFCOM’s final determination to remain in place for five years. However, SpinCo’s high-value cellulose acetate products, were specifically excluded from
assessment of any dumping duty, and SpinCo’s other high-value cellulose products were, likewise, exempted from any dumping duty.

Although SpinCo is evaluating its commercial and legal options and does not expect that MOFCOM’s duty will materially affect its business results,
MOFCOM’s duty could have an adverse effect on the sales of commodity viscose into China by SpinCo. During the year ended December 31, 2013, SpinCo
had $29 million of commodity viscose sales into China.

SpinCo’s business is subject to extensive environmental laws and regulations that may restrict or adversely affect SpinCo’s ability to conduct its
business.

Environmental laws and regulations are constantly changing and are generally becoming more restrictive. Laws, regulations and related judicial
decisions and administrative interpretations affecting SpinCo’s business are subject to change, and new laws and regulations are frequently enacted. These
changes may adversely affect SpinCo’s ability to operate SpinCo’s manufacturing facilities. These laws and regulations may relate to, among other things, air
emissions, wastewater discharges, receiving water quality, timber harvesting practices, and remedial standards for contaminated property and groundwater.
Over time, the complexity and stringency of these laws and regulations have increased and the enforcement of these laws and regulations has intensified. For
example, the U.S. Environmental Protection Agency (“EPA”) has pursued a number of initiatives that, if implemented, could impose additional operational
and pollution control obligations on industrial facilities like those of SpinCo, especially in the area of air emissions and wastewater and stormwater control. In
2013, the EPA issued final regulations that significantly tighten emissions limits of certain air pollutants from industrial boilers, which will result in SpinCo’s
expenditure of significant capital for compliance. Environmental laws and regulations will likely continue to become more restrictive and over time could
adversely affect SpinCo’s business, financial condition and results of operations.

SpinCo’s mills are subject to stringent environmental laws, regulations and permits that may limit operations and production. Many of SpinCo’s
operations are subject to stringent environmental laws, regulations and permits that contain conditions governing how SpinCo operates its facilities and, in
many cases, how much product SpinCo can produce. These laws, regulations and permits, now and in the future, may restrict SpinCo’s current production and
limit its ability to increase production, and impose significant costs on SpinCo’s operations with respect to environmental compliance. It is expected that,
overall, costs will likely increase over time as environmental laws, regulations and permit conditions become more stringent, and as the expectations of the
communities in which SpinCo operates become more demanding.

Environmental groups and interested individuals may seek to delay or prevent a variety of operations. SpinCo expects that environmental groups and
interested individuals will intervene with increasing frequency in the regulatory processes in the states where it operates mills. Delays or restrictions due to
the intervention of environmental groups or interested individuals could adversely affect SpinCo’s operating results. In addition to intervention in regulatory
proceedings, interested groups and individuals may file or threaten to file lawsuits that seek to prevent SpinCo from obtaining permits, implementing capital
improvements or pursuing operating plans. For example, in March 2014, SpinCo was served with a complaint filed in federal court by the Altamaha
Riverkeeper alleging violations of federal and state environmental laws relating to the Jesup mill. See
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“Business—Legal and Regulatory Proceedings—Altamaha Riverkeeper Litigation-Jesup Mill” for a description of the pending legal proceedings with the
Altamaha Riverkeeper.

Any lawsuit or even a threatened lawsuit could affect how SpinCo operates or limit its ability to modify or invest in its mills.

SpinCo currently owns or may acquire properties that may require environmental remediation or otherwise be subject to environmental and other
liabilities. SpinCo currently owns and formerly operated manufacturing facilities that it does not currently own, and may acquire additional facilities in the
future, which are subject to environmental liabilities, such as remediation of soil, sediment and groundwater contamination and other existing or potential
liabilities. The cost of investigation and remediation of contaminated properties could increase operating costs and adversely affect financial results. Although
SpinCo believes it currently has adequate reserves for the investigation and remediation of its properties, legal requirements relating to assessment and
remediation of these properties continue to become more stringent and there can be no assurance that actual expenditures will not exceed expectations, or that
other unknown liabilities will not be discovered in the future. SpinCo has incurred and expects to continue to incur significant capital, operating and other
expenditures complying with applicable environmental laws and regulations and as a result of remedial obligations. SpinCo could also incur substantial costs,
such as civil or criminal fines, sanctions and enforcement actions (including orders limiting its operations or requiring corrective measures, installation of
pollution control equipment or other remedial actions), clean-up and closure costs, and third-party claims for property damage and personal injury as a result
of violations of, or liabilities under, environmental laws and regulations.

Changes in raw material and manufacturing input prices could affect SpinCo’s results of operations and financial condition.

Because pricing for the majority of SpinCo’s cellulose specialty fibers contracts is set annually, SpinCo typically has very limited ability to pass along
fluctuations in costs to customers once annual pricing has been established. Raw material costs and energy, such as wood, chemicals, oil and natural gas are a
significant operating expense. The cost of raw materials and energy can be volatile and are susceptible to rapid and substantial increases due to factors beyond
SpinCo’s control, such as changing economic conditions, political unrest, instability in energy-producing nations, and supply and demand considerations. For
example, caustic soda, a key manufacturing input, has historically had significant price volatility. The price of oil has also substantially increased in recent
years, and SpinCo has, at times, experienced limited availability of hardwood, primarily due to wet weather conditions which can limit harvesting, each of
which could adversely affect SpinCo’s business, financial condition and results of operations.

Future tobacco legislation, campaigns to discourage smoking, increases in tobacco taxes, increased costs of tobacco products and increased use of
non-filtered substitutes could adversely affect SpinCo’s business, financial condition and results of operations.

The majority of SpinCo’s fibers are used to manufacture acetate tow, the filter component of a cigarette. SpinCo’s sales for this end-use have historically
accounted for an important portion of SpinCo’s total sales revenue. Significant increases in cigarette costs and potential actions taken by the United States and
other countries to discourage smoking, such as tax increases on tobacco products and, future legislation, may have a material adverse effect on the demand for
tobacco products. Additionally, increased use of e-cigarettes or smokeless tobacco products may affect demand for cigarettes. Reduced sales of tobacco
products that use acetate-based filters could adversely affect SpinCo’s business, financial condition and results of operations. SpinCo estimates that in each of
the past three years approximately 58% of sales were related to the production of acetate which was subsequently used to produce cigarette filters.

The impacts of climate-related initiatives, at the international, federal and state levels, remain uncertain at this time.

There continue to be numerous international, federal and state-level initiatives and proposals to address domestic and global climate issues. Within the
United States, most of these proposals would regulate and/or tax,
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in one fashion or another, the production of carbon dioxide and other “greenhouse gases” to facilitate the reduction of carbon compound emissions to the
atmosphere, and provide tax and other incentives to produce and use more “clean energy.”

In late 2009, the EPA issued an “endangerment finding” under the Clean Air Act with respect to certain greenhouse gases, and this finding could lead to
the regulation of carbon dioxide as a criteria pollutant under the Clean Air Act and have significant ramifications for SpinCo and the industry in general. In
this regard, the EPA has published various proposed regulations, which are currently subject to numerous legal challenges, affecting the operation of existing
and new industrial facilities that emit carbon dioxide. In addition, as a result of the EPA’s decision to regulate greenhouse gases under the Clean Air Act, the
states will now have to consider them in permitting new or modified facilities.

Overall, it is reasonably likely that legislative and regulatory activity in this area will in some way affect SpinCo, but it is unclear at this time whether
such impact will be, in the aggregate, positive, negative, neutral or material. For example, while SpinCo’s mills produce greenhouse gases and utilize fossil
fuels, they also generate a substantial amount of their energy from wood fiber (often referred to as “biomass”), which may be viewed more favorably than
fossil fuels in future legislative and regulatory proposals, but that is uncertain at this time. However, to date, many environmental groups have generally
opposed the use of biomass for energy production due to their concerns about deforestation. SpinCo continues to monitor political and regulatory
developments in this area, but their overall impact on SpinCo, from a cost, benefit and financial performance standpoint, remains uncertain at this time.

Investment returns on pension assets may be lower than expected or interest rates may decline, requiring SpinCo to make significant additional cash
contributions to SpinCo’s benefit plans.

SpinCo sponsors several defined benefit pension plans, which cover many of SpinCo’s salaried and hourly employees. The Federal Pension Protection
Act of 2006 requires that certain capitalization levels be maintained in each of these benefit plans. Because it is unknown what the investment return on
pension assets will be in future years or what interest rates may be at any point in time, no assurances can be given that applicable law will not require SpinCo
to make future material plan contributions. Any such contributions could adversely affect SpinCo’s financial condition. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Use of Estimates” for additional information about these plans,
including funding status.

SpinCo’s failure to maintain satisfactory labor relations could have a material adverse effect on its business.

As of December 31, 2013, approximately 72 percent of SpinCo’s work force is unionized. As a result, SpinCo is required to negotiate the wages, benefits
and other terms with these employees collectively. SpinCo’s financial results could be adversely affected if labor negotiations were to restrict the efficiency of
SpinCo’s operations. In addition, SpinCo’s inability to negotiate acceptable contracts with any of these unions as existing agreements expire could result in
strikes or work stoppages by the affected workers. If SpinCo’s unionized employees were to engage in a strike or other work stoppage, SpinCo could
experience a significant disruption of its operations, which could adversely affect its business, financial condition and results of operations. For example,
collective bargaining agreements at SpinCo’s Fernandina Beach, Florida mill expired on April 30, 2014. All parties have agreed to extend the contracts while
negotiations continue.

Weather and other natural conditions may increase the prices of and reduce access to raw materials.

SpinCo uses large quantities of wood as a raw material in its fiber manufacturing process. Weather conditions, timber growth cycles and restrictions on
access to timberlands for harvesting (for example, due to prolonged wet conditions) may limit the availability and increase the price of wood, as may other
factors, including damage by fire, insect infestation, disease, prolonged drought and natural disasters such as wind storms and hurricanes.
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Raw materials are available from a number of suppliers and SpinCo has not historically experienced material supply interruptions or substantial sustained
price increases; however, SpinCo’s requirements for certain raw materials, such as wood, may increase as a result of its recent Jesup mill expansion. As a
result, SpinCo may not be able to purchase sufficient quantities of these raw materials to meet its production requirements at prices acceptable to it during
times of tight supply caused by weather and other natural conditions. An insufficient supply of wood could materially adversely affect its business, financial
condition, results of operations and cash flow.

SpinCo depends on third parties for transportation services and increases in costs and the availability of transportation could adversely affect
SpinCo’s business.

SpinCo’s business depends on transportation services provided by third parties, both domestically and internationally. SpinCo relies on these providers
for transportation of the products that it manufactures as well as delivery of its raw materials to its manufacturing facilities. A significant portion of the
products SpinCo manufactures and raw materials it uses are transported in the United States by railroad or trucks, and internationally by ship.

If any of SpinCo’s transportation providers were to fail to deliver the goods that SpinCo manufactures in a timely manner, or damaged them during
transport, SpinCo may be unable to sell those products at full value, or at all. Similarly, if any of these providers were to fail to deliver raw materials to
SpinCo in a timely manner, SpinCo may be unable to timely manufacture its products in response to customer demand.

Any significant failure of third-party transportation providers to deliver raw materials or finished products could harm SpinCo’s reputation, negatively
affect its customer relationships and adversely affect its business. In addition, increases in transportation rates or fuel costs could adversely affect SpinCo’s
financial condition and results of operations.

A material disruption at one of SpinCo’s manufacturing facilities could prevent SpinCo from meeting customer demand, reduce SpinCo’s sales or
adversely affect SpinCo’s business, financial condition and results of operation.

Any of SpinCo’s manufacturing facilities, or a part of any particular facility, could cease operations unexpectedly due to a number of events, including:
 
 •  unscheduled maintenance outages;
 
 •  prolonged power failures;
 
 •  equipment failure;
 
 •  a chemical spill or release;
 
 •  explosion of a boiler or other pressure vessel;
 
 •  fires, floods, windstorms, earthquakes, hurricanes or other catastrophes;
 
 •  terrorism or threats of terrorism; and
 
 •  other operational problems.

Furthermore, depending on the nature, extent and length of any operational interruption due to any such event, the results could adversely affect SpinCo’s
business, financial condition and results of operations.
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SpinCo’s operations require substantial capital.

SpinCo requires substantial capital for ongoing maintenance, repair and replacement of existing facilities and equipment. Although SpinCo maintains its
production equipment with regular scheduled maintenance, key pieces of equipment may need to be repaired or replaced periodically. The costs of repairing
or replacing such equipment and the associated downtime of the affected production line could adversely affect SpinCo’s financial condition and results of
operations.

SpinCo believes its capital resources will, at the time of separation, be adequate to meet its current projected operating needs, capital expenditures and
other cash requirements. However, if for any reason SpinCo is unable to provide for its operating needs, capital expenditures and other cash requirements on
reasonable economic terms, SpinCo could experience an adverse effect on its business, financial condition and results of operations.

SpinCo is dependent upon attracting and retaining key personnel, the loss of whom could adversely affect SpinCo’s business.

SpinCo believes that its success depends, to a significant extent, upon its ability to attract and retain key senior management and operations management
personnel. SpinCo’s failure to recruit and retain these key personnel could adversely affect its business, financial condition or results of operations.

Failure to protect SpinCo’s intellectual property could negatively affect its future performance and growth.

SpinCo relies on process knowledge, confidentiality agreements and internal security measures to protect its trade secrets and other intellectual property.
Failure to protect this intellectual property could negatively affect SpinCo’s future performance and growth.

SpinCo may need additional financing in the future to meet its capital needs or to make opportunistic acquisitions, and such financing may not be
available on favorable terms, if at all, and may be dilutive to existing stockholders.

SpinCo may need to seek additional financing for its general corporate purposes. For example, it may need to increase its investment in research and
development activities or require funding to make acquisitions. SpinCo may be unable to obtain desired additional financing on terms favorable to it, if at all.
For example, during periods of volatile credit markets, there is a risk that lenders, even those with strong balance sheets and sound lending practices, could
fail or refuse to honor their credit commitments and obligations, including but not limited to extending credit up to the maximum permitted by a credit facility
and otherwise accessing capital and/or honoring loan commitments. If SpinCo’s lenders are unable to fund borrowings under their loan commitments or
SpinCo is unable to borrow, it could be difficult to replace such loan commitments on similar terms or at all. If adequate funds are not available on acceptable
terms, SpinCo may be unable to fund growth opportunities, successfully develop or enhance products, or respond to competitive pressures, any of which
could negatively affect SpinCo’s business. If SpinCo raises additional funds through the issuance of equity securities, its stockholders will experience dilution
of their ownership interest. If SpinCo raises additional funds by issuing debt, it may be subject to limitations on its operations and ability to pay dividends due
to restrictive covenants, in addition to those that are expected to be in place pursuant to the term loan and revolving credit facilities and the indenture
governing the bonds.

SpinCo’s business exposes it to potential product liability claims, which could adversely affect SpinCo’s financial condition and performance.

The development, manufacture and sale of cellulose specialties by SpinCo, including products manufactured for use by the food, cigarette, automotive,
and pharmaceutical industries, involves a risk of exposure to product liability claims, and related adverse publicity. A product liability claim or judgment
against SpinCo could also result in substantial and unexpected expenditures, affect confidence in SpinCo’s products, and divert management’s attention from
other responsibilities. Although SpinCo maintains product liability insurance, there can be no assurance that this type or the level of coverage is adequate or
that SpinCo will be able to continue to
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maintain SpinCo’s existing insurance or obtain comparable insurance at a reasonable cost, if at all. A partially or completely uninsured judgment against
SpinCo could have a material adverse effect on its results of operations or financial condition. Although SpinCo has standard contracting policies and
controls, it may not always be able to contractually limit its exposure to third-party claims should its failure to perform result in downstream supply
disruptions or product recalls.

The inability to make or effectively integrate future acquisitions may affect SpinCo’s results.

As part of SpinCo’s growth strategy, SpinCo may pursue additional acquisitions of complementary businesses and product lines, and invest in joint
ventures. The ability to grow through acquisitions or other investments depends upon SpinCo’s ability to identify, negotiate, complete and integrate suitable
acquisitions or joint venture arrangements. If SpinCo fails to successfully integrate acquisitions into SpinCo’s existing business, SpinCo’s business, financial
condition and results of operations could be adversely affected.

Risks Related to the Separation

The combined post-separation value of Rayonier and SpinCo shares may not equal or exceed the pre-separation value of Rayonier common shares.

As a result of the distribution, Rayonier expects the trading price of Rayonier common shares immediately following the distribution to be lower than the
“regular-way” trading price of such shares immediately prior to the distribution because the trading price will no longer reflect the value of the performance
fibers business held by SpinCo. There can be no assurance that the aggregate market value of the Rayonier common shares and the SpinCo common stock
following the separation will be higher or lower than the market value of Rayonier common shares if the separation did not occur.

SpinCo has no history of operating as an independent company, and SpinCo’s historical and pro forma financial information is not necessarily
representative of the results that it would have achieved as a separate, publicly traded company and may not be a reliable indicator of its future
results.

The historical information about SpinCo in this information statement refers to SpinCo’s business as operated by and integrated with Rayonier. SpinCo’s
historical and pro forma financial information included in this information statement is derived from the consolidated financial statements and accounting
records of Rayonier. Accordingly, the historical and pro forma financial information included in this information statement does not necessarily reflect the
financial condition, results of operations or cash flows that SpinCo would have achieved as a separate, publicly traded company during the periods presented
or those that SpinCo will achieve in the future primarily as a result of the factors described below:
 

 

•  Prior to the separation, SpinCo’s business has been operated by Rayonier as part of its broader corporate organization, rather than as an
independent company. Rayonier or one of its affiliates performed various corporate functions for SpinCo, such as legal, treasury,
accounting, auditing, human resources, public affairs and finance. SpinCo’s historical and pro forma financial results reflect allocations of
corporate expenses from Rayonier for such functions and are likely to be less than the expenses SpinCo would have incurred had it
operated as a separate publicly traded company.

 

 

•  Currently, SpinCo’s business is integrated with the other businesses of Rayonier. Historically, SpinCo has shared economies of scope and
scale in costs, employees, vendor relationships and customer relationships. Although SpinCo will enter into transition agreements with
Rayonier, these arrangements may not fully capture the benefits that SpinCo has enjoyed as a result of being integrated with Rayonier and
may result in SpinCo paying higher charges than in the past for these services. This could have an adverse effect on SpinCo’s results of
operations and financial condition following the completion of the separation.

 

 •  Generally, SpinCo’s working capital requirements and capital for its general corporate purposes, including acquisitions and capital
expenditures, have historically been satisfied as part of the
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corporate-wide cash management policies of Rayonier. Following the completion of the separation, SpinCo may need to obtain additional
financing from banks, through public offerings or private placements of debt or equity securities, strategic relationships or other
arrangements, which may or may not be available and maybe more costly.

 

 •  After the completion of the separation, the cost of capital for SpinCo’s business may be higher than Rayonier’s cost of capital prior to the
separation.

 
 •  SpinCo’s historical financial information does not reflect the debt that it will incur as part of the separation and distribution.

Other significant changes may occur in SpinCo’s cost structure, management, financing and business operations as a result of operating as a company
separate from Rayonier. For additional information about the past financial performance of SpinCo’s business and the basis of presentation of the historical
combined financial statements and the unaudited pro forma condensed combined financial statements of SpinCo’s business, see “Unaudited Pro Forma
Condensed Combined Financial Statements,” “Selected Historical Combined Financial Data of Rayonier Advanced Materials Inc.,” “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the historical financial statements and accompanying notes included
elsewhere in this information statement.

There could be significant liability if the distribution is determined to be a taxable transaction.

Rayonier has received a private letter ruling from the IRS to the effect that, among other things, the separation and the distribution will qualify as a
transaction that is tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the Internal Revenue Code. It is a condition to the
distribution that this private letter ruling shall not be revoked or modified in any material respect. In addition, it is a condition to the distribution that Rayonier
receives an opinion from outside tax counsel to the effect that, with respect to certain requirements for tax-free treatment under Section 355 of the Code on
which the IRS will not rule, such requirements will be satisfied. The ruling and the opinion rely on certain facts, assumptions, representations and
undertakings from Rayonier and SpinCo regarding the past and future conduct of the companies’ respective businesses and other matters. If any of these facts,
assumptions, representations or undertakings is incorrect or not satisfied, Rayonier and its shareholders may not be able to rely on the ruling or the opinion of
tax counsel and could be subject to significant tax liabilities.

Notwithstanding the private letter ruling from the IRS and opinion of tax counsel, the IRS could determine on audit that the separation is taxable if it
determines that any of these facts, assumptions, representations or undertakings are not correct or have been violated or if it disagrees with the conclusions in
the opinion that are not covered by the private letter ruling, or for other reasons, including as a result of certain significant changes in the share ownership of
Rayonier or SpinCo after the separation. If the separation is determined to be taxable for U.S. federal income tax purposes, Rayonier and its shareholders that
are subject to U.S. federal income tax could incur significant U.S. federal income tax liabilities and SpinCo could incur significant liabilities. For a
description of the sharing of such liabilities between Rayonier and SpinCo, see “Certain Relationships and Related Person Transactions—Tax Matters
Agreement.”

SpinCo may not be able to engage in certain corporate transactions after the separation.

To preserve the tax-free treatment to Rayonier of the separation and the distribution, under the tax matters agreement that SpinCo will enter into with
Rayonier, SpinCo will be restricted from taking any action that prevents the distribution and related transactions from being tax-free for U.S. federal income
tax purposes. Under the tax matters agreement, for the two-year period following the distribution, SpinCo will be prohibited, except in certain circumstances,
from:
 

 •  entering into any transaction resulting in the acquisition of 40% or more of its stock or substantially all of its assets, whether by merger or
otherwise;
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 •  merging, consolidating, or liquidating;
 
 •  issuing equity securities beyond certain thresholds;
 
 •  repurchasing its capital stock; and
 
 •  ceasing to actively conduct its business.

These restrictions may limit SpinCo’s ability to pursue certain strategic transactions or other transactions that it may believe to be in the best interests of
its stockholders or that might increase the value of its business. In addition, under the tax matters agreement, SpinCo is required to indemnify Rayonier
against any such tax liabilities as a result of the acquisition of SpinCo’s stock or assets, even if it did not participate in or otherwise facilitate the acquisition.

Until the separation occurs, Rayonier has sole discretion to change the terms of the separation in ways which may be unfavorable to SpinCo.

Until the separation occurs, SpinCo will be a wholly owned subsidiary of Rayonier. Accordingly, Rayonier will effectively have the sole and absolute
discretion to determine and change the terms of the separation, including the establishment of the record date for the distribution and the separation date.
These changes could be unfavorable to SpinCo. In addition, Rayonier may decide at any time not to proceed with the separation and distribution.

SpinCo may not achieve some or all of the expected benefits of the separation, and the separation may adversely affect SpinCo’s business.

SpinCo may not be able to achieve the full strategic and financial benefits expected to result from the separation, or such benefits may be delayed or not
occur at all. The separation and distribution is expected to provide the following benefits, among others:
 

 •  a distinct investment identity allowing investors to evaluate the merits, performance, and future prospects of SpinCo separately from
Rayonier;

 
 •  more efficient allocation of capital for both Rayonier and SpinCo;
 
 •  direct access by SpinCo to the capital markets; and
 

 

•  facilitating incentive compensation arrangements for employees more directly tied to the performance of the relevant company’s business,
and enhancing employee hiring and retention by, among other things, improving the alignment of management and employee incentives
with performance and growth objectives, while at the same time creating an independent equity structure that will facilitate SpinCo’s
ability to effect future acquisitions utilizing SpinCo common stock.

SpinCo may not achieve these and other anticipated benefits for a variety of reasons, including, among others: (a) the separation will require significant
amounts of management’s time and effort, which may divert management’s attention from operating and growing SpinCo’s business; (b) following the
separation, SpinCo may be more susceptible to market fluctuations and other adverse events than if it were still a part of Rayonier; (c) following the
separation, SpinCo’s business will be less diversified than Rayonier’s business prior to the separation; and (d) the other actions required to separate
Rayonier’s and SpinCo’s respective businesses could disrupt SpinCo’s operations. If SpinCo fails to achieve some or all of the benefits expected to result
from the separation, or if such benefits are delayed, the business, financial conditions, and results of operations of SpinCo could be adversely affected.
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SpinCo may fail to perform under various transaction agreements that will be executed as part of the separation or it may fail to have necessary
systems and services in place when certain of the transaction agreements expire.

In connection with the separation, SpinCo and Rayonier will enter into a separation agreement and will also enter into various other agreements,
including a transition services agreement, a tax matters agreement, an employee matters agreement and an intellectual property agreement. The separation
agreement, the tax matters agreement and employee matters agreement will determine the allocation of assets and liabilities between the companies following
the separation for those respective areas and will include any necessary indemnifications related to liabilities and obligations. The transition services
agreement will provide for the performance of certain services by each company for the benefit of the other for a period of time after the separation. SpinCo
will rely on Rayonier to satisfy its performance and payment obligations under these agreements. If Rayonier is unable to satisfy its obligations under these
agreements, including its indemnification obligations, SpinCo could incur operational difficulties or losses. If SpinCo does not have in place its own systems
and services, or if SpinCo does not have agreements with other providers of these services once certain transaction agreements expire, SpinCo may not be
able to operate its business effectively and its profitability may decline. SpinCo is in the process of creating its own, or engaging third parties to provide,
systems and services to replace many of the systems and services that Rayonier currently provides to SpinCo. However, SpinCo may not be successful in
implementing these systems and services or in transitioning data from Rayonier’s systems to SpinCo’s.

After SpinCo’s separation from Rayonier, SpinCo will have debt obligations that could adversely affect SpinCo’s business and its ability to meet
SpinCo’s obligations.

As of March 31, 2014, on a pro forma basis after giving effect to the new financing arrangements that SpinCo expects to enter into in connection with the
separation and after giving effect to the application of the net proceeds of such financing, SpinCo’s total combined indebtedness would have been $950
million.

This significant amount of debt could have important consequences to SpinCo and its investors, including:
 
 •  requiring a substantial portion of SpinCo’s cash flow from operations to make interest payments on this debt;
 
 •  making it more difficult to satisfy debt service and other obligations;
 

 •  increasing the risk of a future credit ratings downgrade of its debt, which could increase future debt costs and limit the future availability
of debt financing;

 
 •  increasing SpinCo’s vulnerability to general adverse economic and industry conditions;
 
 •  reducing the cash flow available to fund capital expenditures and other corporate purposes and to grow SpinCo’s business;
 
 •  limiting SpinCo’s flexibility in planning for, or reacting to, changes in its business and the industry;
 
 •  placing SpinCo at a competitive disadvantage relative to its competitors that may not be as highly leveraged with debt; and
 

 •  limiting SpinCo’s ability to borrow additional funds as needed or take advantage of business opportunities as they arise, pay cash
dividends or repurchase common stock.

To the extent that SpinCo incurs additional indebtedness, the risks described above could increase. In addition, SpinCo’s actual cash requirements in the
future may be greater than expected. SpinCo’s cash flow from operations may not be sufficient to repay all of the outstanding debt as it becomes due, and
SpinCo may not be able to borrow money, sell assets or otherwise raise funds on acceptable terms, or at all, to refinance SpinCo’s debt.
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Challenges in the commercial and credit environments may materially adversely affect SpinCo’s ability to complete the separation and SpinCo’s
future access to capital.

SpinCo’s ability to issue debt or enter into other financing arrangements on acceptable terms could be materially adversely affected if there is a material
decline in the demand for SpinCo’s products or in the solvency of its customers or suppliers or if other significantly unfavorable changes in economic
conditions occur. Volatility in the world financial markets could increase borrowing costs or affect SpinCo’s ability to gain access to the capital markets,
which could have a material adverse effect on SpinCo’s competitive position, business, financial condition, results of operations and cash flows.

Many contracts, which will need to be assigned from Rayonier or its affiliates to SpinCo in connection with the separation, require the consent of the
counterparty to such an assignment and failure to obtain these consents could increase SpinCo’s expenses or otherwise reduce SpinCo’s profitability.

The separation agreement will provide that, in connection with SpinCo’s separation, a number of contracts are to be assigned from Rayonier or its
affiliates to SpinCo or SpinCo’s affiliates. SpinCo currently anticipates that such contracts would be assigned prior to the completion of the distribution.
However, some of these contracts may require the contractual counterparty’s consent to such an assignment. It is possible that some parties may use the
consent requirement to seek more favorable contractual terms from SpinCo. If SpinCo is unable to obtain these consents, SpinCo may be unable to obtain
some of the benefits, assets and contractual commitments that are intended to be allocated to SpinCo as part of SpinCo’s separation. While none of the
contracts to be assigned are material to SpinCo’s business, if SpinCo is unable to obtain consents with respect to any of the contracts, the loss of the contracts
could increase SpinCo’s expenses or otherwise reduce SpinCo’s profitability.

Risks Related to Rayonier Advanced Materials Inc.’s Common Stock

SpinCo cannot be certain that an active trading market for its common stock will develop or be sustained after the separation, and following the
separation, SpinCo’s stock price may fluctuate significantly.

A public market for SpinCo common stock does not currently exist. SpinCo anticipates that on or prior to the record date for the distribution, trading of
shares of its common stock will begin on a “when-issued” basis and will continue through the distribution date. However, SpinCo cannot guarantee that an
active trading market will develop or be sustained for its common stock after the separation. Nor can SpinCo predict the prices at which shares of its common
stock may trade after the separation. Similarly, SpinCo cannot predict the effect of the separation on the trading prices of its common stock or whether the
combined market value of the shares of SpinCo common stock and the Rayonier common shares will be less than, equal to or greater than the market value of
Rayonier common shares prior to the separation.

The market price of SpinCo common stock may fluctuate significantly due to a number of factors, some of which may be beyond SpinCo’s control,
including:
 
 •  actual or anticipated fluctuations in SpinCo’s operating results;
 
 •  changes in earnings estimated by securities analysts or SpinCo’s ability to meet those estimates;
 
 •  the operating and stock price performance of comparable companies;
 
 •  changes to the regulatory and legal environment under which SpinCo operates; and
 
 •  domestic and worldwide economic conditions.

A number of shares of SpinCo common stock are or will be eligible for future sale, which may cause SpinCo’s stock price to decline.

Any sales of substantial amounts of SpinCo common stock in the public market or the perception that such sales might occur, in connection with the
distribution or otherwise, may cause the market price of SpinCo
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common stock to decline. Upon completion of the distribution, SpinCo expects that it will have an aggregate of approximately 42.2 million shares of its
common stock issued and outstanding on June 27, 2014. These shares will be freely tradeable without restriction or further registration under the U.S.
Securities Act of 1933, as amended (the “Securities Act”), unless the shares are owned by one of SpinCo’s “affiliates,” as that term is defined in Rule 405
under the Securities Act. SpinCo is unable to predict whether large amounts of its common stock will be sold in the open market following the distribution.
SpinCo is also unable to predict whether a sufficient number of buyers would be in the market at that time.

SpinCo cannot guarantee the timing, amount or payment of dividends on its common stock.

Although SpinCo expects to pay regular cash dividends following the separation, the timing, declaration, amount and payment of future dividends to
stockholders will fall within the discretion of SpinCo’s board of directors. The board’s decisions regarding the payment of dividends will depend on many
factors, such as SpinCo’s financial condition, earnings, capital requirements, debt service obligations, covenants associated with certain of SpinCo’s debt
service obligations, industry practice, legal requirements, regulatory constraints and other factors that the board deems relevant. For more information, see
“Dividend Policy.” SpinCo’s ability to pay dividends will depend on its ongoing ability to generate cash from operations and on its access to the capital
markets. SpinCo cannot guarantee that it will pay a dividend in the future or continue to pay any dividend if SpinCo commences paying dividends.

Your percentage of ownership in SpinCo may be diluted in the future.

In the future, your percentage ownership in SpinCo may be diluted because of equity issuances for acquisitions, capital market transactions or otherwise,
including equity awards that SpinCo will be granting to SpinCo’s directors, officers and employees. SpinCo’s employees will have options to purchase shares
of its common stock after the distribution as a result of conversion of their Rayonier stock options (in whole or in part) to SpinCo stock options. SpinCo
anticipates its compensation committee will grant additional stock options or other stock-based awards to its employees after the distribution. Such awards
will have a dilutive effect on SpinCo’s earnings per share, which could adversely affect the market price of SpinCo’s common stock. From time to time,
SpinCo will issue additional options or other stock-based awards to its employees under SpinCo’s employee benefits plans.

In addition, SpinCo’s amended and restated certificate of incorporation will authorize SpinCo to issue, without the approval of SpinCo’s stockholders,
one or more classes or series of preferred stock having such designation, powers, preferences and relative, participating, optional and other special rights,
including preferences over SpinCo’s common stock respecting dividends and distributions, as SpinCo’s board of directors generally may determine. The
terms of one or more classes or series of preferred stock could dilute the voting power or reduce the value of SpinCo’s common stock. For example, SpinCo
could grant the holders of preferred stock the right to elect some number of SpinCo’s directors in all events or on the happening of specified events or the
right to veto specified transactions. Similarly, the repurchase or redemption rights or liquidation preferences SpinCo could assign to holders of preferred stock
could affect the residual value of the common stock. See “Description of Rayonier Advanced Materials Inc.’s Capital Stock.”

Certain provisions in SpinCo’s amended and restated certificate of incorporation and bylaws, and of Delaware law, may prevent or delay an
acquisition of SpinCo, which could decrease the trading price of SpinCo’s common stock.

SpinCo’s amended and restated certificate of incorporation and amended and restated bylaws will contain, and Delaware law contains, provisions that are
intended to deter coercive takeover practices and inadequate takeover bids by making such practices or bids unacceptably expensive to the bidder and to
encourage prospective acquirers to negotiate with SpinCo’s board of directors rather than to attempt a hostile takeover. These provisions include, among
others:
 
 •  the inability of SpinCo’s stockholders to call a special meeting;
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 •  rules regarding how stockholders may present proposals or nominate directors for election at stockholder meetings;
 
 •  the right of SpinCo’s board to issue preferred stock without stockholder approval;
 

 •  the division of SpinCo’s board of directors into three classes of directors, with each class serving a staggered three-year term, and this
classified board provision could have the effect of making the replacement of incumbent directors more time consuming and difficult;

 
 •  a provision that stockholders may only remove directors with cause;
 
 •  the ability of SpinCo’s directors, and not stockholders, to fill vacancies on SpinCo’s board of directors; and
 

 

•  the requirement that the affirmative vote of stockholders holding at least 80 percent of SpinCo’s voting stock is required to amend certain
provisions in SpinCo’s amended and restated certificate of incorporation and SpinCo’s amended and restated bylaws relating to the
number, term and election of SpinCo’s directors, the filling of board vacancies, the calling of special meetings of stockholders and
director and officer indemnification provisions.

In addition, because SpinCo has not chosen to be exempt from Section 203 of the Delaware General Corporation Law, this provision could also delay or
prevent a change of control that you may favor. Section 203 provides that, subject to limited exceptions, persons that acquire, or are affiliated with a person
that acquires, more than 15 percent of the outstanding voting stock of a Delaware corporation shall not engage in any business combination with that
corporation, including by merger, consolidation or acquisitions of additional shares, for a three-year period following the date on which that person or its
affiliates becomes the holder of more than 15 percent of the corporation’s outstanding voting stock.

SpinCo believes these provisions will protect its stockholders from coercive or otherwise unfair takeover tactics by requiring potential acquirers to
negotiate with SpinCo’s board of directors and by providing SpinCo’s board of directors with more time to assess any acquisition proposal. These provisions
are not intended to make SpinCo immune from takeovers. However, these provisions will apply even if the offer may be considered beneficial by some
stockholders and could delay or prevent an acquisition that SpinCo’s board of directors determines is not in the best interests of SpinCo and SpinCo’s
stockholders. These provisions may also prevent or discourage attempts to remove and replace incumbent directors.

In addition, an acquisition or further issuance of SpinCo’s stock could trigger the application of Section 355(e) of the Internal Revenue Code. For a
discussion of Section 355(e), see “Material U.S. Federal Income Tax Consequences.” Under the tax matters agreement, SpinCo would be required to
indemnify Rayonier for the resulting tax, and this indemnity obligation might discourage, delay or prevent a change of control that you may consider
favorable.

SpinCo’s amended and restated certificate of incorporation will designate the Court of Chancery of the State of Delaware as the sole and exclusive
forum for certain types of actions and proceedings that may be initiated by SpinCo’s stockholders, which could discourage lawsuits against SpinCo
and SpinCo’s directors and officers.

SpinCo’s amended and restated certificate of incorporation will provide that unless the board of directors otherwise determines, the Court of Chancery of
the State of Delaware will be the sole and exclusive forum for any derivative action or proceeding brought on behalf of SpinCo, any action asserting a claim
of breach of a fiduciary duty owed by any director of officer of SpinCo to SpinCo or SpinCo’s stockholders, creditors or other constituents, any action
asserting a claim against SpinCo or any director or officer of SpinCo arising pursuant to any provision of the Delaware General Corporation Law, or the
DGCL, or SpinCo’s amended and restated certificate of incorporation or bylaws, or any action asserting a claim against SpinCo or any director or officer of
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SpinCo governed by the internal affairs doctrine. However, if the Court of Chancery of the State of Delaware dismisses any such action for lack of subject
matter jurisdiction, the action may be brought in another court sitting in the State of Delaware. Although SpinCo’s amended and restated certificate of
incorporation will include this exclusive forum provision, it is possible that a court could rule that this provision is inapplicable or unenforceable. This
exclusive forum provision may limit the ability of SpinCo’s stockholders to bring a claim in a judicial forum that such stockholders find favorable for disputes
with SpinCo or SpinCo’s directors or officers, which may discourage such lawsuits against SpinCo and SpinCo’s directors and officers. Alternatively, if a
court were to find this exclusive forum provision inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings
described above, SpinCo may incur additional costs associated with resolving such matters in other jurisdictions, which could adversely affect SpinCo’s
business, financial condition or results of operations.
 

33



Table of Contents

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This information statement and other materials Rayonier and SpinCo have filed or will file with the SEC contain, or will contain, certain forward-looking
statements regarding business strategies, market potential, future financial performance and other matters. The words “believe,” “expect,” “anticipate,”
“project” and similar expressions, among others, generally identify “forward-looking statements,” which speak only as of the date the statements were made.
The matters discussed in these forward-looking statements are subject to risks, uncertainties and other factors that could cause actual results to differ
materially from those projected, anticipated or implied in the forward-looking statements. In particular, information included under “Risk Factors,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Business,” and “The Separation and Distribution” contain
forward-looking statements. Where, in any forward-looking statement, an expectation or belief as to future results or events is expressed, such expectation or
belief is based on the current plans and expectations of SpinCo management and expressed in good faith and believed to have a reasonable basis, but there can
be no assurance that the expectation or belief will result or be achieved or accomplished. Except as may be required by law, SpinCo undertakes no obligation
to modify or revise any forward-looking statements to reflect events or circumstances occurring after the date of this information statement. Factors that could
cause actual results or events to differ materially from those anticipated include the matters described under “Risk Factors” and “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” in addition to the following other factors:
 
 •  competitive pressures in the markets in which SpinCo operates;
 
 •  risks associated with customer concentration;
 
 •  raw material and energy prices;
 
 •  risks associated with international operations;
 
 •  changes in global economic conditions;
 
 •  the Chinese dumping duties imposed on commodity viscose;
 
 •  litigation with the Altahama Riverkeeper;
 
 •  the effect of current and future environmental laws and regulations;
 
 •  potential impact of future tobacco-related restrictions;
 
 •  potential for additional pension contributions;
 
 •  labor relations;
 
 •  the effect of weather and other natural conditions;
 
 •  transportation cost and availability;
 
 •  the failure to attract and retain key personnel;
 
 •  the failure to develop new ideas and protect SpinCo’s intellectual property;
 
 •  uncertainties related to the availability of additional financing to SpinCo in the future and the terms of such financing;
 
 •  risks associated with product liability claims;
 
 •  the inability to make or effectively integrate future acquisitions;
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 •  SpinCo’s inability to engage in certain corporate transactions following the separation;
 
 •  any failure to realize expected benefits from the separation;
 
 •  risks associated with SpinCo’s debt obligations following the separation; and
 
 •  uncertainties relating to general economic, political, business, industry, regulatory and market conditions.
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THE SEPARATION AND DISTRIBUTION

Overview

On January 27, 2014, Rayonier announced that it intends to separate its performance fibers business from its forest resources and real estate businesses.
Rayonier announced that it intends to effect the separation through a pro rata distribution of the common stock of a new entity, which is SpinCo, formed to
hold the assets and liabilities associated with the performance fibers business.

On May 27, 2014, the Rayonier board of directors approved the distribution of the issued and outstanding shares of SpinCo common stock on the basis
of one share of SpinCo common stock for every three Rayonier common shares held as of the close of business on the record date of June 18, 2014.

At 11:59 p.m., Eastern Time, on June 27, 2014, the distribution date, each Rayonier shareholder will receive one share of SpinCo common stock for
every three Rayonier common shares held at the close of business on the record date for the distribution, as described below. Rayonier shareholders will
receive cash in lieu of any fractional shares of SpinCo common stock that they would have received after application of this ratio. You will not be required to
make any payment, surrender or exchange your Rayonier common shares or take any other action to receive your shares of SpinCo’s common stock in the
distribution. The distribution of SpinCo’s common stock as described in this information statement is subject to the satisfaction or waiver of certain
conditions. For a more detailed description of these conditions, see “Conditions to the Distribution.”

Reasons for the Separation

The Rayonier board of directors determined that the separation of Rayonier’s performance fibers business from its forest resources and real estate
businesses would be in the best interests of Rayonier and its shareholders and approved the plan of separation. A wide variety of factors were considered by
the Rayonier board of directors in evaluating the separation. Among other things, the Rayonier board of directors considered the following potential benefits
of the separation:
 

 

•  Distinct investment identity. The separation will allow investors to separately value Rayonier and SpinCo based on their distinct investment
identities. SpinCo’s performance fibers business differs from Rayonier’s business in several respects, such as the market for products,
manufacturing processes, research and development capabilities and capital intensity. The separation will enable investors to evaluate the
merits, performance and future prospects of each company’s respective business and to invest in each company separately based on these
distinct characteristics, and may attract new investors, who may not have properly assessed the potentially higher value of the performance
fibers business relative to the value it is currently accorded as a business of a taxable REIT subsidiary.

 

 

•  Enhanced strategic and management focus. The separation will allow SpinCo and Rayonier to more effectively pursue their distinct operating
priorities and strategies and enable management of both companies to focus on unique opportunities for long-term growth and profitability. For
example, while SpinCo’s management will be able to focus exclusively on its performance fibers business, the management of Rayonier will be
dedicated solely to growing its forest resources and real estate businesses.

 

 

•  More efficient allocation of capital. The separation will permit each company to concentrate its financial resources solely on its own operations
without having to compete with each other for investment capital. This will provide each company with greater flexibility to invest capital in its
businesses in a time and manner appropriate for its distinct strategy and business needs and facilitate a more efficient allocation of capital. In
particular, the separation will allow SpinCo to incur higher leverage than it currently has on a stand-alone basis, which would result in a lower
overall cost of capital.
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•  Direct access to capital markets. The separation will create an independent equity structure that will afford SpinCo direct access to the capital

markets and will facilitate SpinCo’s ability to effect future acquisitions utilizing SpinCo’s common stock. As a result, each company will have
more flexibility to capitalize on its unique growth opportunities.

 

 
•  Alignment of incentives with performance objectives. The separation will facilitate incentive compensation arrangements for employees more

directly tied to the performance of the relevant company’s business, and enhance employee hiring and retention by, among other things,
improving the alignment of management and employee incentives with performance and growth objectives.

Neither SpinCo nor Rayonier can assure you that, following the separation, any of the benefits described above or otherwise will be realized to the extent
anticipated or at all.

The Rayonier board of directors also considered a number of potentially negative factors in evaluating the separation, including the loss of synergies and
joint purchasing power and increased costs resulting from operating as a separate public entity, one-time costs of the separation, the risk of not realizing the
anticipated benefits of the separation and limitations placed upon SpinCo as a result of any tax-sharing agreement. The Rayonier board of directors concluded
that the potential benefits of the separation outweighed these factors.

Formation of Rayonier Advanced Materials Inc.

SpinCo was formed in Delaware on January 16, 2014, for the purpose of holding Rayonier’s performance fibers business. As part of the plan to separate
the performance fibers business from the remainder of its businesses, Rayonier plans to transfer the equity interests of certain entities that operate the
performance fibers business and the assets and liabilities of the performance fibers business to SpinCo prior to the distribution, including environmental
liabilities relating to prior disposed operations which were unrelated to SpinCo’s ongoing operations.

When and How You Will Receive the Distribution

With the assistance of Computershare, Rayonier expects to distribute SpinCo common stock at 11:59 p.m., Eastern Time, on June 27, 2014, the
distribution date, to all holders of outstanding Rayonier common shares as of the close of business on June 18, 2014, the record date for the distribution.
Computershare, which currently serves as the transfer agent and registrar for Rayonier’s common shares, will serve as the settlement and distribution agent in
connection with the distribution and the transfer agent and registrar for SpinCo common stock.

If you own Rayonier common shares as of the close of business on the record date for the distribution, SpinCo’s common stock that you are entitled to
receive in the distribution will be issued electronically, as of the distribution date, to you in direct registration form or to your bank or brokerage firm on your
behalf. If you are a registered holder, Computershare will then mail you a direct registration account statement that reflects your shares of SpinCo common
stock. If you hold your shares through a bank or brokerage firm, your bank or brokerage firm will credit your account for the shares. If you own Rayonier
common shares through the Rayonier dividend reinvestment plan, the SpinCo shares you receive will be distributed to a new SpinCo dividend reinvestment
plan account that will be created for you. Direct registration form refers to a method of recording share ownership when no physical share certificates are
issued to shareholders, as is the case in this distribution. If you sell Rayonier common shares in the “regular-way” market up to and including the distribution
date, you will be selling your right to receive shares of SpinCo common stock in the distribution.

Commencing on or shortly after the distribution date, if you hold physical share certificates that represent your Rayonier common shares and you are the
registered holder of the shares represented by those certificates, the distribution agent will mail to you an account statement that indicates the number of
shares of SpinCo’s common stock that have been registered in book-entry form in your name.
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Most Rayonier shareholders hold their common shares through a bank or brokerage firm. In such cases, the bank or brokerage firm would be said to hold
the shares in “street name” and ownership would be recorded on the bank or brokerage firm’s books. If you hold your Rayonier common shares through a
bank or brokerage firm, your bank or brokerage firm will credit your account for the SpinCo common stock that you are entitled to receive in the distribution.
If you have any questions concerning the mechanics of having shares held in “street name,” please contact your bank or brokerage firm.

Transferability of Shares You Receive

Shares of SpinCo common stock distributed to holders in connection with the distribution will be transferable without registration under the U.S.
Securities Act of 1933, as amended, or the Securities Act, except for shares received by persons who may be deemed to be SpinCo affiliates. Persons who
may be deemed to be SpinCo affiliates after the distribution generally include individuals or entities that control, are controlled by or are under common
control with SpinCo, which may include certain SpinCo executive officers, directors or principal stockholders. Securities held by SpinCo affiliates will be
subject to resale restrictions under the Securities Act. SpinCo affiliates will be permitted to sell shares of SpinCo common stock only pursuant to an effective
registration statement or an exemption from the registration requirements of the Securities Act, such as the exemption afforded by Rule 144 under the
Securities Act.

Number of Shares of Rayonier Advanced Materials Inc. Common Stock You Will Receive

For every three Rayonier common shares that you own at the close of business on June 18, 2014, the record date for the distribution, you will receive one
share of SpinCo common stock on the distribution date. Rayonier will not distribute any fractional shares of SpinCo common stock to its shareholders.
Instead, if you are a registered holder, Computershare (which is sometimes referred to herein as the distribution agent) will aggregate fractional shares into
whole shares, sell the whole shares in the open market at prevailing market prices and distribute the aggregate cash proceeds (net of discounts and
commissions) of the sales pro rata (based on the fractional share such holder would otherwise be entitled to receive) to each holder who otherwise would have
been entitled to receive a fractional share in the distribution. The distribution agent, in its sole discretion, without any influence by Rayonier or SpinCo, will
determine when, how, and through which broker-dealer and at what price to sell the whole shares. Any broker-dealer used by the distribution agent will not be
an affiliate of either Rayonier or SpinCo. Computershare is not an affiliate of either Rayonier or SpinCo. Neither SpinCo nor Rayonier will be able to
guarantee any minimum sale price in connection with the sale of these shares. Recipients of cash in lieu of fractional shares will not be entitled to any interest
on the amounts of payment made in lieu of fractional shares.

The aggregate net cash proceeds of these sales of fractional shares will be taxable for U.S. federal income tax purposes. See “Material U.S. Federal
Income Tax Consequences” for an explanation of the material U.S. federal income tax consequences of the distribution. If you hold physical certificates for
Rayonier common shares and are the registered holder, you will receive a check from the distribution agent in an amount equal to your pro rata share of the
aggregate net cash proceeds of the sales. SpinCo estimates that it will take approximately two weeks from the distribution date for the distribution agent to
complete the distributions of the aggregate net cash proceeds. If you hold your Rayonier common shares through a bank or brokerage firm, your bank or
brokerage firm will receive, on your behalf, your pro rata share of the aggregate net cash proceeds of the sales and will electronically credit your account for
your share of such proceeds.

Treatment of Equity Based Compensation

As of the distribution date, each Rayonier stock option will be converted into both an adjusted Rayonier stock option and a SpinCo stock option, with
adjustments made to the exercise prices and number of shares subject to each option in order to preserve the aggregate intrinsic value of the original Rayonier
stock option as measured immediately before and immediately after the separation, subject to rounding. The adjusted Rayonier stock options and the SpinCo
stock options will be subject to substantially the same terms, vesting conditions, post-termination exercise rules, and other restrictions that applied to the
original Rayonier stock option immediately before the separation. Holders of Rayonier restricted stock, including Rayonier non-employee
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directors, will retain those awards and also will receive restricted stock of SpinCo, in an amount that reflects the distribution to Rayonier shareholders, by
applying the distribution ratio to Rayonier restricted stock awards as though they were unrestricted Rayonier common shares.

Performance share awards outstanding as of the distribution date will be treated as follows:
 

 

•  Performance share awards granted in 2012 (with a 2012-2014 performance period) will be split into both Rayonier performance share awards
and SpinCo performance share awards and will continue to be subject to the same performance criteria as applied immediately prior to the
separation, except that total shareholder return at the end of the performance period will be based on the combined stock prices of Rayonier and
SpinCo and any payment earned will be made to the applicable award holder in Rayonier common shares and shares of SpinCo common stock.

 

 

•  Performance share awards granted in 2013 (with a 2013-2015 performance period) will be cancelled as of the distribution date and, following
the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective employees
with time-vested equity awards of the post-separation employer of each award holder (Rayonier or SpinCo, as the case may be) that will vest 24
months after the distribution date, generally subject to the holder’s continued employment. The value of each time-vested equity award will be
equivalent to the grant date value of the performance share award that it replaces, subject to rounding.

 

 

•  Performance share awards granted in 2014 (with a 2014-2016 performance period) will be cancelled as of the distribution date and, following
the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective employees
with performance share awards of the post-separation employer of each holder (Rayonier or SpinCo, as the case may be), which will be subject
to the achievement of performance criteria that relate to the post-separation business of the applicable employer during a performance period
ending December 31, 2016. The value of each replacement performance share award will be equivalent to the grant date value of the
performance share award that it replaces, subject to rounding.

Treatment of 401(k) Shares

Rayonier common shares held in Rayonier’s 401(k) plans will be treated in the same manner in the distribution as outstanding Rayonier common shares.

Results of the Distribution

After its separation from Rayonier, SpinCo will be an independent, publicly traded company. The actual number of shares to be distributed will be
determined at the close of business on June 18, 2014, the record date for the distribution, and will reflect any exercise of Rayonier options between the date
the Rayonier board of directors declares the distribution and the record date for the distribution. The distribution will not affect the number of outstanding
Rayonier common shares or any rights of Rayonier shareholders. Rayonier will not distribute any fractional shares of SpinCo common stock.

SpinCo will enter into a separation agreement and other related agreements with Rayonier before the distribution to effect the separation and provide a
framework for SpinCo’s relationship with Rayonier after the separation. These agreements will provide for the allocation between Rayonier and SpinCo of
Rayonier’s assets, liabilities and obligations (including employee benefits, intellectual property, and tax-related assets and liabilities) attributable to periods
prior to SpinCo’s separation from Rayonier and will govern the relationship between Rayonier and SpinCo after the separation. For a more detailed
description of these agreements, see “Certain Relationships and Related Person Transactions.”

Market for Rayonier Advanced Materials Inc.’s Common Stock

There is currently no public trading market for SpinCo’s common stock. SpinCo has been authorized to have its common stock listed on the New York
Stock Exchange under the symbol “RYAM,” subject to official notice of distribution. SpinCo has not and will not set the initial price of its common stock.
The initial price will be established by the public markets.
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SpinCo cannot predict the price at which its common stock will trade after the distribution. In fact, the combined trading prices, after the separation, of
the shares of SpinCo common stock that each Rayonier shareholder will receive in the distribution and the Rayonier common shares held at the record date
for the distribution may not equal the “regular-way” trading price of an Rayonier share immediately prior to the separation. The price at which SpinCo
common stock trades may fluctuate significantly, particularly until an orderly public market develops. Trading prices for SpinCo common stock will be
determined in the public markets and may be influenced by many factors. See “Risk Factors—Risks Related to SpinCo’s Common Stock.”

Incurrence of Debt

On May 22, 2014, Rayonier A.M. Products Inc. issued $550 million in aggregate principal amount of corporate bonds. In connection with the
distribution, SpinCo expects to incur approximately $400 million of additional new debt. On the distribution date, SpinCo anticipates that its debt will consist
of $325 million of term loans under the term loan facilities of Rayonier A.M. Products Inc., which will be a wholly owned subsidiary of SpinCo after the
separation, borrowings of $75 million under SpinCo’s revolving credit facility and $550 million of corporate bonds previously issued by Rayonier A.M.
Products Inc. The net proceeds of such debt are expected to fund cash transfers of approximately $950 million to Rayonier, as described in “Certain
Relationships and Related Person Transactions—Separation Agreement—Cash Transfers.” Promptly following the distribution, it is anticipated that the $75
million of revolving borrowings by SpinCo will be repaid with the proceeds of a delayed draw term loan expected to be made available to Rayonier A.M.
Products Inc. under the term loan facilities described above.

Trading Between the Record Date and Distribution Date

Beginning on or shortly before the record date for the distribution and continuing up to and including through the distribution date, Rayonier expects
that there will be two markets in Rayonier common shares: a “regular-way” market and an “ex-distribution” market. Rayonier common shares that trade on
the “regular-way” market will trade with an entitlement to SpinCo common shares distributed pursuant to the separation. Rayonier common shares that trade
on the “ex-distribution” market will trade without an entitlement to SpinCo common stock distributed pursuant to the distribution. Therefore, if you sell
Rayonier common shares in the “regular-way” market up to and including through the distribution date, you will be selling your right to receive SpinCo
common stock in the distribution. If you own Rayonier common shares at the close of business on the record date and sell those shares on the “ex-
distribution” market up to and including through the distribution date, you will receive the shares of SpinCo common stock that you are entitled to receive
pursuant to your ownership as of the record date of the Rayonier common shares.

Furthermore, beginning on or shortly before the record date for the distribution and continuing up to and including the distribution date, SpinCo expects
that there will be a “when-issued” market in its common stock. “When-issued” trading refers to a sale or purchase made conditionally because the security has
been authorized but not yet issued. The “when-issued” trading market will be a market for SpinCo common stock that will be distributed to holders of
Rayonier common shares on the distribution date. If you owned Rayonier common shares at the close of business on the record date for the distribution, you
would be entitled to SpinCo common stock distributed pursuant to the distribution. You may trade this entitlement to shares of SpinCo common stock,
without the Rayonier common shares you own, on the “when-issued” market. On the first trading day following the distribution date, “when-issued” trading
with respect to SpinCo common stock will end, and “regular-way” trading will begin.

Conditions to the Distribution

SpinCo has announced that the distribution will be effective at 11:59 p.m., Eastern time, on June 27, 2014, which is the distribution date,
provided that the following conditions shall have been satisfied (or waived by Rayonier in its sole discretion):
 
 •  the transfer of assets and liabilities from Rayonier to SpinCo shall have been completed in accordance with the separation agreement;
 

40



Table of Contents

 

•  Rayonier shall have received a private letter ruling from the IRS to the effect that, among other things, the contribution of assets and
liabilities from Rayonier to SpinCo and the distribution, taken together, will qualify as a transaction that is tax-free for U.S. federal
income tax purposes under Sections 355 and 368(a)(1)(D) of the Code and certain transactions related to the transfer of assets and
liabilities to SpinCo in connection with the separation will not result in the recognition of any gain or loss to Rayonier, SpinCo or their
shareholders (which private letter ruling has been received by Rayonier), and such private letter ruling shall not have been revoked or
modified in any material respect;

 

 •  Rayonier shall have received an opinion from Rayonier’s outside tax counsel to the effect that, with respect to certain requirements for
tax-free treatment under Section 355 of the Code on which the IRS will not rule, such requirements will be satisfied;

 

 •  the SEC shall have declared effective SpinCo’s registration statement on Form 10, of which this information statement forms a part, and
this information statement shall have been mailed to the Rayonier shareholders;

 

 •  all actions and filings necessary or appropriate under applicable U.S. federal, U.S. state or other securities laws shall have been taken
and, where applicable, have become effective or been accepted by the applicable governmental authority;

 
 •  the transaction agreements relating to the separation shall have been duly executed and delivered by the parties;
 

 •  no order, injunction, or decree issued by any court of competent jurisdiction or other legal restraint or prohibition preventing the
consummation of the separation, distribution or any of the related transactions shall be in effect;

 

 •  the shares of SpinCo common stock to be distributed shall have been accepted for listing on the NYSE subject to official notice of
distribution;

 

 

•  Rayonier shall have received the proceeds from the cash transfers from SpinCo, as described in “Certain Relationships and Related
Person Transactions—Separation Agreement—Cash Transfers”, and Rayonier shall be satisfied in its sole and absolute discretion that,
as of the effective time of the distribution, it shall have no further liability under any of the SpinCo financing arrangements described
under “Description of Material Indebtedness”; and

 

 •  no event or development shall have occurred or exist that, in the judgment of Rayonier’s board of directors, in its sole and absolute
discretion, makes it inadvisable to effect the separation, the distribution and other related transactions.

Rayonier will have the sole and absolute discretion to determine (and change) the terms of, and whether to proceed with, the distribution and, to the
extent it determines to so proceed, to determine the record date for the distribution and the distribution date and the distribution ratio. Rayonier will also have
sole discretion to waive any of the conditions to the distribution. Rayonier does not intend to notify its shareholders of any modifications to the terms of the
separation that, in the judgment of its board of directors, are not material. For example, the Rayonier board of directors might consider material such matters
as significant changes to the distribution ratio, the assets to be contributed or the liabilities to be assumed in the separation. To the extent that the Rayonier
board of directors determines that any modifications by Rayonier materially change the material terms of the distribution, Rayonier will notify Rayonier
shareholders in a manner reasonably calculated to inform them about the modification as may be required by law, by, for example, publishing a press release,
filing a current report on Form 8-K, or circulating a supplement to this information statement.
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DIVIDEND POLICY

SpinCo expects that it will pay a regular cash dividend at an annual rate comparable to other similarly situated specialty chemical companies, starting
with a quarterly dividend of $0.07 per share of SpinCo common stock for the third quarter of 2014. However, the timing, declaration, amount of and payment
of any dividends following the separation by SpinCo is within the discretion of its board of directors and will depend upon many factors, including SpinCo’s
financial condition, earnings, capital requirements of its operating subsidiaries, debt service obligations, covenants associated with certain of SpinCo’s debt
service obligations, legal requirements, regulatory constraints, industry practice, ability to gain access to capital markets, and other factors deemed relevant by
its board of directors. Moreover, if SpinCo determines to pay any dividend in the future, there can be no assurance that it will continue to pay such dividends
or the amount of such dividends.
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CAPITALIZATION

The following table sets forth SpinCo’s capitalization as of March 31, 2014, on a historical basis and on a pro forma basis to give effect to the pro forma
adjustments included in SpinCo’s unaudited pro forma financial information. The information below is not necessarily indicative of what SpinCo’s
capitalization would have been had the separation, distribution and related financing transactions been completed as of March 31, 2014. In addition, it is not
indicative of SpinCo’s future capitalization. This table should be read in conjunction with “Unaudited Pro Forma Condensed Combined Financial
Statements,” “Selected Historical Combined Financial Data of Rayonier Advanced Materials Inc.,” “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and SpinCo’s combined financial statements and notes included in the “Index to Financial Statements and Schedule”
section of this information statement.
 

   March 31, 2014  
(dollar amounts in millions)   Actual    Pro Forma  
Cash     

Cash and cash equivalents     $         —       $         —   

Capitalization:     
Revolving credit facility     $         —       $         —   
Term loan A-1    —      110   
Term loan A-2    —      290   
Corporate bonds    —      550   

    
 

    
 

Total debt     $         —       $ 950   
    

 

    

 

Net Investment     
Common stock     $ —       $ —   
Additional paid-in capital    —      (5)   
Retained earnings    1,447      —   
Transfers to parent, net    (440)      —   
Accumulated other comprehensive loss    (39)      (54)   

    
 

    
 

Total net investment    968      (59)   
    

 
    

 

Total capitalization     $             968       $ 891   
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SELECTED HISTORICAL COMBINED FINANCIAL DATA OF RAYONIER ADVANCED MATERIALS INC.

The following selected financial data reflect the combined operations of SpinCo. SpinCo derived the selected combined income statement data for the
three months ended March 31, 2014 and 2013 and the selected combined balance sheet data as of March 31, 2014 from its unaudited interim combined
financial statements, which are included elsewhere in this information statement. SpinCo derived the selected combined income statement data for the years
ended December 31, 2013, 2012 and 2011, and the selected combined balance sheet data as of December 31, 2013 and 2012, as set forth below, from its
audited combined financial statements, which are included in the “Index to Financial Statements and Schedule” section of this information statement. SpinCo
derived the selected combined income statement data for the years ended December 31, 2010 and 2009 and the selected combined balance sheet data as of
March 31, 2013, December 31, 2011, 2010 and 2009 from SpinCo’s underlying financial records, which were derived from the financial records of Rayonier
and are not included in this information statement. The historical results do not necessarily indicate the results expected for any future period. To ensure a full
understanding, you should read the selected combined financial data presented below in conjunction with “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and the combined financial statements and accompanying notes included elsewhere in this information
statement.
 

  

Three Months
Ended March 31,   Years Ended December 31,  

(dollar amounts in millions)     2014        2013        2013        2012        2011        2010        2009    
Statement of Income Data:    
Sales  $      243    $      285     $      1,047     $      1,095     $      1,021     $      884     $      841   
Gross margin   54     97     333     379     323     232     201   
Operating income (a)   43     87     289     342     283     201     373   
Net income (a)   31     80     220     242     214     159     305   
Balance Sheet Data:        
Total assets (b)  $ 1,122    $ 1,053    $ 1,120    $ 921    $ 665    $ 568    $ 737   
Property, plant and equipment, net   848     745     846     681     433     358     318   
Other Operating Data:        
EBITDA (a) (c)  $ 64    $ 102    $ 363    $ 402    $ 339    $ 258    $ 431   
Alternative Fuel Mixture Credit   —     —     —     —     —     —     (205)   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Adjusted EBITDA (c)  $ 64    $ 102    $ 363    $ 402    $ 339    $ 258    $ 226   
Sales volumes (thousands of metric tons)        

Cellulose specialties   113     132     486     503     504     480     464   
Absorbent materials   16     56     106     214     227     238     270   
Commodity viscose   34     —     51     —     —     —     —   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total   163     188     643     717     731     718     734   
   

 

   

 

   

 

   

 

   

 

   

 

   

 

 
(a) Results for 2009 include $205.2 million, net of expenses, related to the Alternative Fuel Mixture Credit (“AFMC”). See Note 7 —Income Taxes to the

Combined Financial Statements for additional information.
 
(b) Total Assets in 2009 include a $215.5 million receivable related to the Alternative Fuel Mixture Credit (“AFMC”). See Note 7 —Income Taxes to the

Combined Financial Statements for additional information.
 
(c) For a reconciliation of EBITDA and Adjusted EBITDA to net income and cash flow from operations, see “Management’s Discussion and Analysis of

Financial Condition and Results of Operations—Performance Indicators.”
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

The unaudited pro forma condensed combined financial statements presented below have been derived from SpinCo’s historical combined financial
statements included in this information statement. While the historical combined financial statements reflect the past financial results of SpinCo’s
performance fibers business, these pro forma statements give effect to the separation of that business into an independent, publicly traded company. The pro
forma adjustments to reflect the separation include:
 
 •  The distribution of SpinCo common stock to Rayonier shareholders.
 
 •  The issuance by SpinCo of $950 million of new debt in connection with the separation.
 
 •  The transfer by SpinCo of approximately $950 million to Rayonier prior to the distribution.
 

 •  The transfer of assets and liabilities from Rayonier to SpinCo, primarily related to postretirement benefit plans, certain property, plant and
equipment, and environmental liabilities associated with prior disposed operations, which were not included in the historical combined statements.

The pro forma adjustments are based on available information and assumptions management believes are reasonable; however, such adjustments are
subject to change as the costs of operating as a stand-alone company are determined. In addition, such adjustments are estimates and may not prove to be
accurate. The unaudited pro forma condensed combined financial statements do not reflect all of the costs of operating as a stand-alone company, including
possible higher information technology, tax, accounting, treasury, legal, investor relations, insurance and other similar expenses associated with operating as a
stand-alone company. Only costs that management has determined to be factually supportable and recurring are included as pro forma adjustments, including
the items described above. Incremental costs and expenses associated with operating as a stand-alone company, which are not reflected in the accompanying
pro forma condensed combined financial statements, are estimated to be approximately $9 million before-tax annually.

Subject to the terms of the separation and distribution agreement, SpinCo will generally pay all nonrecurring third-party costs and expenses related to the
separation and incurred by SpinCo prior to the separation date. Such nonrecurring amounts are expected to include costs to separate and/or duplicate
information technology systems, investment banker fees, outside legal and accounting fees, debt issuance and other similar costs. After the separation, subject
to the terms of the separation and distribution agreement, all costs and expenses related to the separation incurred by either Rayonier or SpinCo will be borne
by the party incurring the costs and expenses. Nonrecurring costs associated with the separation, which SpinCo expects to include in its income within one
year after the separation, are estimated to be approximately $2 million before-tax.

The unaudited pro forma condensed combined statements of income for the three months ended March 31, 2014 and the year ended December 31, 2013
have been prepared as though the separation occurred on January 1, 2013. The unaudited pro forma condensed combined balance sheet at March 31, 2014 has
been prepared as though the separation occurred on March 31, 2014. The unaudited pro forma condensed combined financial statements are for illustrative
purposes only, and do not reflect what SpinCo’s financial position and results of operations would have been had the separation occurred on the dates
indicated and are not necessarily indicative of its future financial position and future results of operations.

SpinCo’s retained cash balance and the amount of the cash distribution to Rayonier are subject to certain adjustments for SpinCo employee-related assets
and liabilities. The following pro forma statements do reflect the impact of such adjustments, though the amount of the adjustment at the separation date will
be different (either higher or lower) depending on the final selection of employees.
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The unaudited pro forma condensed combined financial statements should be read in conjunction with SpinCo’s historical combined financial statements
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in this information statement. The unaudited pro
forma condensed combined financial statements constitute forward-looking information and are subject to certain risks and uncertainties that could cause
actual results to differ materially from those anticipated. See “Cautionary Statement Concerning Forward-Looking Statements” included elsewhere in this
information statement.
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RAYONIER ADVANCED MATERIALS INC.
UNAUDITED PROFORMA CONDENSED
COMBINED STATEMENT OF INCOME

For the Three Months ended March 31, 2014
(in millions of dollars, except for per share amounts)

 

  
As

Reported    
Disposed

Operations  Debt   CBPC (a)    Pro Forma  
SALES    $ 243       $         —      $         —      $         —       $        243   

   
 

    
 

   
 

   
 

    
 

Costs and expenses        
Cost of sales   189      —     —     —      189   

   
 

    
 

   
 

   
 

    
 

Gross margin   54      —     —     —      54   
       

Selling and general expenses   8      —     —     —      8   
Other operating expense   3      —   (b)   —     —      3   

   
 

    
 

   
 

   
 

    
 

OPERATING INCOME   43      —     —     —      43   
Interest expense   —      —     10   (c)   —      10   
Interest and miscellaneous income, net   —      —     —     —      —   

   
 

    
 

   
 

   
 

    
 

INCOME BEFORE INCOME TAXES   43      —     (10)   —      33   
Income tax expense   12      —   (d)   (4)  (d)   —      8   

   
 

    
 

   
 

   
 

    
 

NET INCOME    $         31       $         —      $ (6)     $ —       $ 25   
   

 

    

 

   

 

   

 

    

 

       
Pro forma earnings per share:        

Basic         0.59   (e) 
Diluted         0.59   (e) 

Pro forma weighted average shares outstanding
(in thousands):        

Basic         42,115   (e) 
Diluted         42,238   (e) 

See accompanying notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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RAYONIER ADVANCED MATERIALS INC.
UNAUDITED PROFORMA CONDENSED
COMBINED STATEMENT OF INCOME

For the Year Ended December 31, 2013
(in millions of dollars, except for per share amounts)

 

  
As

Reported    
Disposed

Operations  Debt   
CBPC

(a)    Pro Forma  
SALES    $ 1,047       $         —      $         —    $ —       $        1,047   

   
 

    
 

   
 

   
 

    
 

Costs and expenses        
Cost of sales   714      —     —     —      714   

   
 

    
 

   
 

   
 

    
 

Gross margin   333      —     —     —      333   
       

Selling and general expenses   36      —     —     —      36   
Other operating expense   8      3   (b)   —     —      11   

   
 

    
 

   
 

   
 

    
 

OPERATING INCOME   289      (3)   —     —      286   
Interest expense   —      —     39   (c)   —      39   
Interest and miscellaneous income, net   —      —     —     —      —   

   
 

    
 

   
 

   
 

    
 

INCOME BEFORE INCOME TAXES   289      (3)   (39)   —      247   
Income tax expense   69      (1)  (d)   (14)  (d)   19     73   

   
 

    
 

   
 

   
 

    
 

NET INCOME    $        220       $ (2)    $ (25)   $ (19)      $ 174   
   

 

    

 

   

 

   

 

    

 

       
Pro forma earnings per share:        

Basic         4.15   (e) 
Diluted         4.13   (e) 

Pro forma weighted average shares outstanding
(in thousands):        

Basic         41,906   (e) 
Diluted         42,113   (e) 

See accompanying notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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RAYONIER ADVANCED MATERIALS INC.
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEETS

As of March 31, 2014
(in millions of dollars unless otherwise stated)

 

  
As

Reported  

Disposed
Operations

(f)   
Benefits

(g)   
Debt
(h)   

CBPC
(a)   Other   

Pro
Forma  

ASSETS   
CURRENT ASSETS        

Cash and cash equivalents   $ —     $ —     $ —     $ —     $ —     $ —     $ —   
Accounts receivable, less allowance for doubtful accounts of $140
thousand   80     —     —     —     —     —     80   

Inventory   126     —     —     —     —     —     126   
Deferred tax assets   16     —     —     —     (13)    —     3   
Prepaid and other current assets   26     —     —     —     —     —     26   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total current assets   248     —     —     —     (13)    —     235   
   

 
   

 
   

 
   

 
   

 
   

 
   

 

       
PROPERTY, PLANT AND EQUIPMENT        

Land   14     —     —     —     —     —     14   
Buildings   174     —     —     —     —     —     174   
Machinery and equipment   1,754     —     —     —     —     2     1,756   
Construction in progress   32     —     —     —     —     —     32   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total property, plant and equipment, gross   1,974     —     —     —     —     2     1,976   
Less—accumulated depreciation   (1,126)    —     —     —     —     (1)    (1,127)  

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total property, plant and equipment, net   848     —     —     —     —     1     849   
OTHER ASSETS   26     11     —     —     —     —     37   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

TOTAL ASSETS   $ 1,122     $ 11     $ —     $ —     $ (13)    $ 1     $ 1,121   
   

 

   

 

   

 

   

 

   

 

   

 

   

 

LIABILITIES AND NET INVESTMENT   
CURRENT LIABILITIES        

Accounts payable   $ 63     $ —     $ —     $ —     $ —     $ —     $ 63   
Current liabilities for disposed operations   —     6     —     —     —     —     6   
Other current liabilities   23     1     —     —     —     3     27   

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total current liabilities   86     7     —     —     —     3     96   
   

 
   

 
   

 
   

 
   

 
   

 
   

 

LONG-TERM DEBT   —     —     —     950     —     —     950   
NON-CURRENT LIABILITIES FOR DISPOSED OPERATIONS   —     67     —     —     —     —     67   
PENSION AND OTHER POSTRETIREMENT BENEFITS   21     —     33     —     —     —     54   
DEFERRED INCOME TAXES   46     (27)    (8)    —     —     —     11   
OTHER NON-CURRENT LIABILITIES   1     —     —     —     —     1     2   
COMMITMENTS AND CONTINGENCIES        
NET INVESTMENT        

Common stock   —     —     —     —      —     —   
Additional paid-in capital   —     —     —     (950)  (i)   (13)    958  (i)   (5)  
Retained earnings   1,447     —     —     —     —     (1,447)  (i)   —   
Transfers to Rayonier, net   (440)    (36)    (10)    —     —     486  (i)   —   
Accumulated other comprehensive loss   (39)    —     (15)    —     —     —     (54)  

   
 

   
 

   
 

   
 

   
 

   
 

   
 

TOTAL NET INVESTMENT   968     (36)    (25)    (950)    (13)        (3)    (59)  
   

 
   

 
   

 
   

 
   

 
   

 
   

 

TOTAL LIABILITIES AND
NET INVESTMENT   $  1,122     $         11     $       —     $       —     $     (13)    $         1     $    1,121   

   

 

   

 

   

 

   

 

   

 

   

 

   

 

See accompanying notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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(a) Represents the Cellulosic Biofuel Producer Credit (“CBPC”) tax credit carryforward which will be utilized in the income tax returns of Rayonier TRS
Holdings Inc., a wholly-owned subsidiary of Rayonier. SpinCo was a subsidiary of Rayonier and, for purposes of U.S. federal and state income taxes,
was not directly subject to income taxes but was included in the income tax return of Rayonier TRS Holdings Inc. At the date of separation, any CBPC
carryforward will not be available to offset future taxes of SpinCo but will remain with Rayonier TRS Holdings Inc. As such, the pro forma balance sheet
as of March 31, 2014 contains an adjustment of $13 million to remove the tax credit carryforward with an offset to additional paid-in capital. The pro
forma statement of income contains an adjustment of $19 million for the year ended December 31, 2013 to exclude the impact of this tax credit from
SpinCo’s historical results. There was no income statement impact for this tax credit for the three months ended March 31, 2014. See Note 3 —Summary
of Significant Accounting Policies and Note 7—Income Taxes to the Combined Financial Statements for additional information.

 
(b) Represents adjustments to the estimates of environmental remediation relating to prior disposed operations of Rayonier.
 
(c) Represents adjustments to estimate interest expense resulting from the assumed incurrence of $950 million of indebtedness in connection with the

separation. The interest rates are based on estimated current rates that SpinCo expects upon completion of the transaction and expected timing of
accessing capital markets (including $550 million at 5.5%). For each one-eighth of 1% (12.5 basis points) change in the estimated interest rates
associated with the $950 million of borrowings, interest expense would increase or decrease by $0.3 million and $1.2 million for the three months ended
March 31, 2014 and the year ended December 31, 2013, respectively.

 
(d) Represents the tax effect of pro forma adjustments to income before income taxes using the statutory tax rate (35% federal rate plus an effective 1.5%

state rate) for three months ended March 31, 2014 and the year ended December 31, 2013. The effective tax rate of SpinCo could be different (either
higher or lower) depending on activities subsequent to the separation.

 
(e) The calculations of pro forma basic earnings per share and average shares outstanding for the period presented are based on the number of shares used to

calculate Rayonier common shares outstanding for three months ended March 31, 2014 and the year ended December 31, 2013, adjusted for the
distribution ratio of one share of SpinCo common stock for every three Rayonier common shares outstanding.

The calculations of pro forma diluted earnings per share and average shares outstanding for the period presented are based on the number of shares used
to calculate Rayonier diluted earnings per share for three months ended March 31, 2014 and the year ended December 31, 2013, adjusted for the same
distribution ratio. This calculation may not be indicative of the dilutive effect that will actually result from SpinCo stock-based awards issued in
connection with the adjustment of outstanding Rayonier stock-based awards or the grant of new stock-based awards. The number of dilutive shares of
common stock underlying SpinCo stock-based awards issued in connection with the adjustment of outstanding Rayonier stock-based awards will not be
determined until after the distribution date.

 
(f) Represents environmental assets and liabilities relating to prior disposed operations of Rayonier. Assets consist of $11 million of land, land

improvements, and docks located at Rayonier’s disposed operations sites, primarily Port Angeles, Washington, Augusta, Georgia and Spartanburg, South
Carolina, and $27 million of related deferred tax assets. See “Liabilities for Disposed Operations” for additional information.

As part of the spin-off transaction, the entire amount of Rayonier’s environmental liability portfolio, as shown in the pro forma adjustments, is being
assumed by SpinCo. These pro forma adjustments are excluded from the historical financial statements which are included in the “Index to Financial
Statements and Schedule” section of this information statement.
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The objective of the historical financial statements is to reflect the historical operations of the Performance Fibers business on a standalone basis in order
to depict how the business has been managed and how it has evolved over time. The vast majority of Rayonier’s environmental liabilities relate to
facilities closed prior to 1994, when Rayonier was spun-off from ITT Corporation and primarily relate to wood treatment plants that Rayonier operated in
several states in the Southeast. Since then, the remediation of these sites has been managed by Rayonier corporate office personnel as opposed to those
involved with managing the operations of SpinCo. In anticipation of the separation, it was decided that SpinCo would service these liabilities in the
future.

The objective of the pro forma financial statements is to present how the spin-off transaction would have affected the historical financial position and
results of operations had the transaction occurred on an earlier date. In addition, pro forma financial statements must reflect items related to the
transaction that will be included or excluded from the historical financial statements. As such, the pro forma financial statements include all of the assets,
liabilities, and charges relating to the environmental liabilities described above. For additional information, see “Liabilities for Disposed Operations”
below.

 
(g) Represents the funded status associated with Rayonier-sponsored pension plans and other employee benefit arrangements for SpinCo employees located

in the United States. The actual amount of pension and employee benefit assets and liabilities will be different (either higher or lower) based on the final
selection of employees.

 
(h) The $950 million of long-term debt is expected to consist of $400 million of term loans and $550 million of corporate bonds. In addition, SpinCo expects

to have access to approximately $250 million in liquidity through a revolving credit facility. The actual debt structure may vary depending on market
conditions. Costs and expenses related to obtaining the debt, including the liquidity facility, will be deferred and amortized.

 
(i) Represents the elimination of the net investment by Rayonier and adjustments to additional paid in capital resulting from the following:
 
(dollars in millions)     
Reclassification of Rayonier’s net investment     $                     (440)   
Reclassification of SpinCo’s retained earnings    1,447    
Distribution to Rayonier Inc.    (950)   
New assets and liabilities recorded on SpinCo’s books    (64)   
Impact of CBPC tax credits    (13)   
New accumulated other comprehensive loss recorded on SpinCo’s books    15    

    
 

Total additional paid-in capital     $ (5)   
    

 

LIABILITIES FOR DISPOSED OPERATIONS

Included in the Unaudited Pro Forma Condensed Combined Balance Sheet at March 31, 2014 are environmental liabilities relating to prior disposed
operations, which include Rayonier’s Port Angeles, Washington dissolving pulp mill that was closed in 1997; Rayonier’s wholly-owned subsidiary, Southern
Wood Piedmont Company (“SWP”), which ceased operations other than environmental investigation and remediation activities in 1989; and other
miscellaneous assets held for disposition. Southern Wood Piedmont Company owns or has liability for ten inactive former wood treating sites that are subject
to the Resource Conservation and Recovery Act, the Comprehensive Environmental Response, Compensation and Liability Act of 1980 and/or other similar
federal or state statutes relating to the investigation and remediation of environmentally-impacted sites.

Use of Estimates

At March 31, 2014, these prior disposed operations had $73 million of accrued liabilities for environmental costs. Numerous cost assumptions are used
in estimating these obligations. Factors affecting these estimates
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include changes in the nature or extent of contamination, changes in the content or volume of the material discharged or treated in connection with one or
more impacted sites, requirements to perform additional or different assessment or remediation, changes in technology that may lead to additional or different
environmental remediation strategies, approaches and workplans, discovery of additional or unanticipated contaminated soil, groundwater or sediment on or
off-site, changes in remedy selection, changes in law or interpretation of existing law and the outcome of negotiations with governmental agencies or non-
governmental parties. Management periodically reviews its environmental liabilities and also engages third-party consultants to assess its ongoing
remediation of contaminated sites. A significant change in any of the estimates could have a material effect on the results of operations. Typically, these cost
estimates do not vary significantly on a quarter-to-quarter basis, although there can be no assurance that such a change will not occur in the future.

Significant Accounting Policies

Liabilities are established to assess, remediate and monitor sites related to disposed operations from which no current or future benefit is discernible.
These obligations are established based on payments over the next 20 years and require significant estimates to determine the proper amount at any point in
time. Generally, monitoring expense obligations are fixed once remediation projects are at or near completion. The projected period, from 2014 through 2033,
reflects the time in which potential future costs are both estimable and probable. As new information becomes available, these cost estimates are updated and
recorded liabilities are adjusted appropriately. Environmental liabilities are accounted for on an undiscounted basis and are reflected in current and non-
current “Liabilities for disposed operations” in the Unaudited Pro Forma Condensed Combined Balance Sheet.

An analysis of activity in the liabilities for disposed operations for the three years ended December 31 follows:
 
  March 31,    December 31,  
(dollars in millions)  2014    2013    2012    2011  
Balance, beginning of period     $            76.4        $            81.7        $            90.8        $            93.2    

Expenditures charged to liabilities   (2.5)      (8.6)      (9.9)      (9.2)   
Increase to liabilities   —       3.3       0.8       6.8    

   
 

    
 

    
 

    
 

     
 

    
 

    
 

Balance, end of period   73.9       76.4       81.7       90.8    
Less: Current portion   (6.4)      (6.8)      (8.1)      (9.9)   

   
 

    
 

    
 

    
 

     
 

    
 

    
 

Non-current portion   $            67.5        $ 69.6        $ 73.6        $ 80.9    
   

 

    

 

    

 

    

 

Below are disclosures for specific site liabilities where current estimates exceed 10 percent of the total liabilities for disposed operations at March 31,
2014. An analysis of the activity for the three months ended March 31, 2014 and the year ended December 31, 2013 is as follows:
 
  Activity (in millions)  

Sites  
2012

Liability   Expenditures  

Increase
(Reduction)

to
Liabilities   

2013
Liability   Expenditures  

Increase
(Reduction)

to
Liabilities   

March 31,
2014

Liability  
Augusta, Georgia    $      12.1       $       (1.0)      $       0.8       $      11.9       $       (0.5)      $       —       $      11.4    
Spartanburg, South Carolina   14.0      (1.4)     (0.8)     11.8      (0.4)           —      11.4    
East Point, Georgia   10.9      (0.8)     (0.2)     9.9      (0.1)     —      9.8    
Baldwin, Florida   9.1      (1.1)     2.7      10.7      (0.2)     —      10.5    
Other SWP sites   20.9      (2.1)     (0.2)     18.6      (0.3)     —      18.3    

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Total SWP   67.0      (6.4)     2.3      62.9      (1.5)     —      61.4    
Port Angeles, Washington   9.5      (1.5)     1.4      9.4      (0.4)     —      9.0    
All other sites   5.2      (0.7)     (0.4)     4.1      (0.6)     —      3.5    

   
 

   
 

   
 

   
 

   
 

   
 

   
 

TOTAL  $ 81.7     $ (8.6)    $ 3.3     $ 76.4     $ (2.5)    $ —     $ 73.9    
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A brief description of each of these sites is as follows:

Augusta, Georgia — SWP operated a wood treatment plant at this site from 1928 to 1988. The majority of visually contaminated surface soils have been
removed, and remediation activities currently consist primarily of a groundwater treatment and recovery system. The site operates under a 10-year hazardous
waste permit issued pursuant to the Resource Conservation and Recovery Act, which expires in 2014. Current cost estimates could change if recovery or
discharge volumes increase or decrease significantly, or if changes to current remediation activities are required in the future. Total spending as of March 31,
2014 was $68.8 million. Liabilities are recorded to cover obligations for the estimated remaining remedial and monitoring activities through 2033.

Spartanburg, South Carolina — SWP operated a wood treatment plant at this site from 1925 to 1989. Remediation activities include: (1) a recovery system
and biological wastewater treatment plant, (2) an ozone-sparging system treating soil and groundwater and (3) an ion-exchange resin system treating
groundwater. In 2012, SWP entered into a consent decree with the South Carolina Department of Health and Environmental Control which governs future
investigatory and assessment activities at the site. Depending on the results of this investigation and assessment, additional remedial actions may be required
in the future. Therefore, current cost estimates could change. Total spending as of March 31, 2014 was $40.6 million. Liabilities are recorded to cover
obligations for the estimated remaining assessment, remedial and monitoring activities through 2033.

East Point, Georgia — SWP operated a wood treatment plant at this site from 1908 to 1984. This site operates under a 10-year Resource Conservation and
Recovery Act hazardous waste permit, which is currently in the renewal process. In 2009, SWP entered into a consent order with the Environmental
Protection Division of the Georgia Department of Natural Resources which requires that SWP perform certain additional investigatory, analytical and
potentially, remedial activity. Therefore, while active remedial measures are currently ongoing, additional remedial measures may be necessary in the future.
Total spending as of March 31, 2014 was $21.9 million. Liabilities are recorded to cover obligations for the estimated remaining assessment, remedial and
monitoring activities through 2033.

Baldwin, Florida — SWP operated a wood treatment plant at this site from 1954 to 1987. This site operates under a 10-year hazardous waste permit issued
pursuant to the Resource Conservation and Recovery Act, which expires in 2016. Visually contaminated surface soils have been removed, and current
remediation activities primarily consist of a groundwater recovery and treatment system. Investigation and assessment of other potential areas of concern are
ongoing in accordance with the facility’s Resource Conservation and Recovery Act permit and additional remedial activities may be necessary in the future.
Therefore, current cost estimates could change. Total spending as of March 31, 2014 was $21.9 million. Liabilities are recorded to cover obligations for the
estimated remaining assessment, remedial and monitoring activities through 2033.

Port Angeles, Washington — Rayonier operated a dissolving pulp mill at this site from 1930 until 1997. The site and the adjacent marine areas (a portion of
Port Angeles harbor) have been in various stages of the assessment process under the Washington Model Toxics Control Act (“MTCA”) since about 2000,
and several voluntary interim soil clean-up actions have also been performed during this time. In 2010, Rayonier entered into an agreed order with the
Washington Department of Ecology (“Ecology”), under which the MTCA investigatory, assessment and feasibility and alternatives study process will be
completed on a set timetable, subject to approval of all reports and studies by Ecology. Upon completion of all work required under the agreed order and
negotiation of an approved remedy, additional remedial measures for the site and adjacent marine areas may be necessary in the future. Total spending as of
March 31, 2014 was $43.1 million. Liabilities are recorded to cover obligations for the estimated assessment, remediation and monitoring obligations that are
deemed probable and estimable at this time.

The estimated expenditures for environmental investigation, remediation, monitoring and other costs for all disposed operations will be approximately $8
million in 2014 and $7 million in 2015. Such costs will be charged against the established liabilities for disposed operations, which include environmental
assessment, remediation and monitoring costs. Management believes established liabilities are sufficient for costs expected to be incurred
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over the next 20 years with respect to its disposed operations. Remedial actions for these sites vary, but include on-site (and in certain cases off-site) removal
or treatment of contaminated soils and sediments, recovery and treatment/remediation of groundwater, and source remediation and/or control.

In addition, these prior disposed operations are exposed to the risk of reasonably possible additional losses in excess of the established liabilities. As of
March 31, 2014, this amount could range up to $30 million, allocable over several of the applicable sites, and arises from uncertainty over the availability,
feasibility or effectiveness of certain remediation technologies, additional or different contamination that may be discovered, development of new or more
effective environmental remediation technologies and the exercise of discretion in interpretation of applicable law and regulations by governmental agencies.
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BUSINESS

Overview

SpinCo is the leading global producer of high-value cellulose, a natural polymer, used as a raw material to manufacture a broad range of consumer-
oriented products such as cigarette filters, liquid crystal displays, impact-resistant plastics, thickeners for food products, pharmaceuticals, cosmetics, high-
tenacity rayon yarn for tires and industrial hoses, food casings, paints and lacquers. Purified cellulose is an organic material primarily derived from either
wood or cotton and sold as cellulose specialties or commodity viscose, depending on its purity level. Cellulose specialties typically contain over 95%
cellulose, while commodity viscose typically contains less than 95% cellulose. Cellulose specialties generally command a price premium, earn higher margins
and benefit from greater demand stability through the economic cycle relative to commodity viscose.

SpinCo’s cellulose specialties require high levels of purity, process knowledge and are custom engineered and manufactured to customers’ exacting
specifications. SpinCo’s customers (primarily specialty chemical companies) place a high premium on products that have great impact in terms of form,
function and composition as they modify SpinCo’s fibers through various chemical reactions, which require high purity and uniformity for efficient
production. As a result, cellulose specialties require a stringent qualification process as any inconsistencies in purity and/or uniformity can result in very
negative and costly consequences to SpinCo’s customers.

With approximately 675,000 metric tons of cellulose specialties capacity and nearly double the sales of its next largest competitor, SpinCo is the global
leader in the production of cellulose specialties. SpinCo’s key competitive advantage is the “SpinCo Recipe”—its unique ability to utilize its manufacturing
facilities to engineer cellulose specialties fibers to customers’ exacting specifications. SpinCo is the only cellulose specialties producer with manufacturing
facilities that provide flexibility to use both hardwood and softwood, kraft and sulfite cooking processes, and a variety of proprietary chemical treatments.
Additionally, SpinCo has a tremendous asset of process knowledge: the understanding of wood fiber properties and their modification under a sequence of
chemical processes, accumulated and developed over 85 years of practical application to achieve unique properties for a variety of customer needs. When this
process knowledge is combined with its manufacturing flexibility and knowledge of customers’ applications and specifications, it allows SpinCo to have the
most extensive capability set to modify cellulose fibers in the industry.

SpinCo’s strategy has resulted in an increase in gross margin from $201 million in 2009 to $333 million in 2013. Net income has decreased from $305
million in 2009 to $220 million in 2013, as 2009 included $205 million, net of expenses, related to the Alternative Fuel Mixture Credit. Adjusted earnings
before interest, taxes, depreciation and amortization (or “Adjusted EBITDA”) increased from $226 million in 2009 to $363 million in 2013, representing a
compound annual growth rate (or “CAGR”) of 13%. For a reconciliation of Adjusted EBITDA to net income, see “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Performance Indicators.”
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SpinCo categorizes its cellulose specialties into three product lines: acetate, high-value ethers and other cellulose specialties which account for 81%, 6%
and 13% of its total cellulose specialties volume, respectively. SpinCo’s products are used primarily in the manufacture of a broad range of end-use products,
as shown in the table below.
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SpinCo estimates that cellulose specialties demand was approximately 1.6 million metric tons in 2012. SpinCo believes that its 2013 sales volume of
approximately 486,000 metric tons makes it the industry leader, reflecting sales in three product lines where SpinCo’s management estimates that it was one
of the top three producers by volume. The charts below summarize the global end use breakdown by product line of the cellulose specialties business:

Global Cellulose Specialties End Use Breakdown (1)(2)
 

   

Acetate
   

High Value Ethers (3)
  

Other Cellulose
Specialties

End Use Breakdown
    

End Use Breakdown
   

End Use Breakdown
 

       
   
Estimated Product Demand
n     ~ 710,000 metric tons
n     1—2% growth per year    

Estimated Product Demand
n     ~ 503,000 metric tons
n     4—6% growth per year   

Estimated Product Demand
n     ~ 355,000 metric tons
n     2—3% growth per year

   
Estimated SpinCo Position
n     Number 1    

Estimated SpinCo Position
n     Top 4   

Estimated SpinCo Position
n     Top 2

    
 

  
 

 

 
Source: Hawkins Wright, PCI Fibres, Markets and Markets, and company estimates
(1)Data from 2012. (latest available)
(2)Product line size includes approximately 130,000 to 160,000 metric tons of cotton linter.
(3)Product line size includes approximately 100,000 metric tons MCC.

SpinCo’s production facilities, located in Jesup, Georgia, and Fernandina Beach, Florida, have a combined annual production capacity of approximately
675,000 metric tons. The Jesup mill can produce approximately 520,000 metric tons of cellulose specialties, or approximately 77% of SpinCo’s total capacity.
The Fernandina Beach mill can produce approximately 155,000 metric tons of cellulose specialties, or approximately 23% of SpinCo’s total capacity.
Combined, these facilities manufacture more than 25 different grades of purified cellulose.

Transition to All Cellulose Specialties

Historically, about one-third of SpinCo’s production was absorbent materials, a commodity product mainly used in disposable baby diapers, feminine
hygiene products, incontinence pads, convalescent bed pads, industrial towels and wipes, and non-woven fabrics. In May 2011, SpinCo decided to convert its
absorbent material production line located in the Jesup mill to cellulose specialties based on increased demand from its customers for high-value cellulose
specialties and SpinCo’s desire to exit commodity-like product lines. Management believes this conversion, referred to as the cellulose specialties expansion
project, positions SpinCo as the only fully dedicated supplier of cellulose specialties.

The cellulose specialties expansion project cost $385 million and converted approximately 260,000 metric tons of absorbent materials capacity into
approximately 190,000 metric tons of cellulose specialties capacity. The project was completed in June 2013, after significant modifications to the production
line and increased capacity of ancillary systems.
 

57



Table of Contents

In July 2013, SpinCo restarted the converted production line and began the qualification process for the line’s production with its customers. SpinCo
expects to produce cellulose specialties, commodity viscose and other products, modulating volumes in each product group to meet demand. As cellulose
specialties demand grows over the next several years, SpinCo expects to increase its sales of cellulose specialties and complete its transition to a dedicated
cellulose specialties supplier.

Business Strategies

Key elements of SpinCo’s business strategy are as follows:

Strengthen SpinCo’s cellulose specialties leadership position. With approximately 675,000 metric tons of cellulose specialties capacity and nearly
double the sales of the next largest competitor, SpinCo is the global leader in the production of cellulose specialties, a high-value sector. SpinCo believes the
global demand is growing approximately 45,000 to 50,000 metric tons a year as customers’ product needs continue to expand. SpinCo’s cellulose specialties
expansion project’s approximately 190,000 metric tons of cellulose specialties capacity is in the process of qualification with new and existing customers. As
demand continues to grow for cellulose specialties, SpinCo will be positioned to drive increases in margins and cash flows.

Differentiate through technically superior products and research and development. The quality and consistency of SpinCo’s cellulose specialties
and its premier research and development capabilities create a significant competitive advantage, resulting in a premium price (a price greater than
competitors) for SpinCo’s products and driving strong profitability. SpinCo manufactures products that are tailored to the precise and demanding chemical
and physical requirements of its customers, achieving industry leading high purity levels and product functionality for specific grades. Its ability to
manufacture technically superior products is the result of its proprietary production processes, intellectual property, technical expertise, diverse manufacturing
processes and knowledge of cellulosic chemistry.

SpinCo’s premier research and development facility allows it to replicate its customers’ manufacturing processes, which differentiates SpinCo from its
competitors. Combined with SpinCo’s deep understanding of its customers’ processes and historical success in applied research and development, SpinCo is
uniquely qualified to continue partnering with its customers to develop new products to meet evolving consumer needs and to trouble shoot customer
production issues. For the periods ending December 31, 2013, 2012, and 2011, SpinCo recorded research and development expenses of approximately $3.3
million, $2.8 million and $2.8 million, respectively.

Drive growth and diversification. Expanding sales to other cellulose specialty applications will provide attractive opportunities for increasing revenue
and improving profitability. With 80% of its current sales volume in the acetate product line, SpinCo intends to expand its sales in the faster growing ethers
and other cellulose specialty product lines. SpinCo’s additional approximately 190,000 metric tons of cellulose specialties capacity combined with its process
knowledge and expertise in cellulose specialties manufacturing will allow it to pursue growth and diversification without additional investment. SpinCo also
intends to evaluate adjacent specialty chemical market opportunities for further growth and diversification.

Focus on operational excellence. Operating mills reliably and at a competitive cost while producing consistently high quality and high-value cellulose
is critical to SpinCo’s existing customers and enhances its ability to attract new customers. SpinCo strives to continuously improve its cost position,
throughput and reliability of its manufacturing facilities through targeted expenditures and capital investments. For instance, SpinCo has identified a number
of high return projects that it expects will achieve internal rates of return greater than 20 percent and are executable in the next three years. Additionally,
SpinCo continues to develop maintenance systems and procedures that will improve the throughput, purity and uniformity of SpinCo’s products by increasing
the reliability of its manufacturing processes. SpinCo’s continued focus on operational excellence will continue to enable it to drive profitability and
strengthen customer relationships.

Maximize cash flow. SpinCo has historically maintained a strong margin profile as part of Rayonier. As a stand-alone business, the SpinCo team will be
able to implement a focused strategy to more efficiently allocate
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resources and further maximize cash flow. Additionally, SpinCo believes that its production capacity is sufficient to meet its current growth initiatives without
significant additional spending. Over the last five years, Rayonier invested approximately $397 million in growth capital expenditures for capacity expansions
and productivity enhancements. Given the significant investment to date, SpinCo anticipates that further investment in growth capital will be spent only upon
the expectation of significant returns. SpinCo’s strong balance sheet, financial flexibility and significant cash flows are key, differentiating attributes from its
competitors in its industry.

Strengths

SpinCo believes the following strengths support its business strategies:

Leading position in high-value cellulose specialties. With nearly double the sales of the next largest competitor, SpinCo is the largest global producer
of high-value cellulose specialties and is ideally positioned to capture anticipated growth in its markets. SpinCo’s leadership position in custom-engineered
high-value cellulose specialties reflects its technical expertise, outstanding product purity and consistency, strong partnership with its global customers and
continued investment in capacity. SpinCo’s processes and products are technologically difficult to replicate for other cellulose specialty producers and SpinCo
believes they are not possible without significant investment in equipment and intellectual property. As a result, none of the competitors currently are able to
match the consistency and purity of SpinCo’s products and the breadth of its product offering. More broadly, in the past 10 years, SpinCo believes there was
only one new entrant into the specialty cellulose industry.

SpinCo decided to leverage its process and product expertise by investing $385 million in its recently-completed cellulose specialties expansion project.
The project converted SpinCo’s approximate 260,000 metric tons of absorbent materials production capacity to approximately 190,000 metric tons of
additional cellulose specialties capacity, positioning SpinCo to capture the anticipated growth in demand in developed and emerging markets and to expand its
sales to other cellulose specialty uses, such as ethers, which offer attractive growth rates and profit margins.

Broad product offering and customization enabled by the proprietary “SpinCo recipe.” SpinCo’s manufacturing processes have been developed
over 85 years. SpinCo’s production facilities utilize kraft and sulfite manufacturing processes, hardwood and softwood fibers, proprietary bleaching sequences
and specialized cold caustic processes to engineer and manufacture highly customized cellulose specialties. This operational flexibility, combined with its
state-of-the-art research and development facility, industry-leading technical capabilities, access to desirable hardwood and softwood species and proprietary
process knowledge, allows SpinCo to engineer a wide breadth of customized fibers each specifically configured for its customers’ unique needs, and to
achieve the specific properties required for a broad range of end uses. New product development is another area where SpinCo is the preferred partner for its
customers that collaborate with SpinCo to develop and qualify the proprietary formulations for customized fibers.

Long-term relationships with financially strong, global customers. SpinCo benefits from long-standing relationships with blue-chip, industry-leading
companies in each of its key product lines, as well as from low customer turnover (SpinCo’s average customer relationship among SpinCo’s top 10 customers
is 38 years). SpinCo has customers in more than 35 countries across five continents and delivers its products to more than 79 ports around the world and, as a
result, has developed strategic competence in handling global logistics and distribution. SpinCo’s five largest customers, who account for approximately 70%
of sales, are all either well known global diversified specialty chemical companies or state owned enterprises. SpinCo has long-term volume contracts with
most of the world’s cellulose specialties-based product manufacturers, representing a significant majority of SpinCo’s cellulose specialties production.
SpinCo’s relationships with its largest cellulose specialties customers span 24 to 82 years, facilitating a deep understanding of its customers’ products and
manufacturing processes that have led to strong partnerships on new product development. See Note 4— Segment and Geographical Information of SpinCo’s
Combined Financial Statements for information on SpinCo’s major customers.
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Resilience through economic cycles. SpinCo’s technically-demanding products are used in many consumer end-use products such as cigarette filters,
sausage casings, food additives, personal care products and pharmaceuticals, which benefit from stable demand throughout the economic cycle. As a result,
SpinCo’s financial performance tends to be relatively less impacted during cyclical downturns because of the resilient demand for its end-use products. As an
example, during the 2008—2009 economic downturn, SpinCo’s sales increased by 5%, SpinCo’s net income increased 12%, excluding the 2009 inclusion of
$205 million, net of expenses, related to the Alternative Fuel Mixture Credit, and SpinCo’s Adjusted EBITDA grew 18%. SpinCo believes that its end-use
markets will continue to grow in various economic environments given their stable nature. For a reconciliation of Adjusted EBITDA to net income and cash
flow from operations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Performance Indicators.”

Attractive margins and strong free cash flow generation. SpinCo’s gross margin increased from $201 million in 2009 to $333 million in 2013. Net
income decreased from $305 million in 2009 to $220 million in 2013, as 2009 included $205 million, net of expenses, related to the Alternative Fuel Mixture
Credit. Cash flow from operations was $258 million, $305 million, $258 million, $408 million and $128 million for the years ended December 31, 2013,
2012, 2011, 2010 and 2009, respectively. From the beginning of fiscal 2009 through fiscal 2013, SpinCo has generated strong adjusted free cash flow from
operations totaling $633 million. SpinCo produced Adjusted EBITDA of $363 million, $402 million, $339 million, $258 million and $226 million for the
years ended December 31, 2013, 2012, 2011, 2010 and 2009 respectively. During this five-year period, net income margins averaged 19%, excluding $205
million, net of expenses, related to the Alternative Fuel Mixture Credit in 2009. Adjusted EBITDA margins averaged 32%. SpinCo attributes its strong
financial performance to its technical product consistency and purity, significant capital investment in its production and research and development facilities,
and its deep understanding of customers’ manufacturing processes and product requirements and anticipates that its business will continue to generate
attractive returns to its shareholders. For a reconciliation of Adjusted Free Cash Flow to cash flow from operations and Adjusted EBITDA to net income see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Performance Indicators.”

Industry

Cellulose Specialties

SpinCo believes the global demand in 2012 for cellulose specialties was about 1.6 million metric tons, including 130,000 to 160,000 metric tons of
cellulose specialties derived from cotton linters. SpinCo expects global demand to grow approximately 3% to 4% per year for the next 5 years. SpinCo is the
global leader in the manufacture of cellulose specialties, and categorizes its sales of cellulose specialties into the following key product lines:
 

 
•  Acetate. SpinCo is the leading global manufacturer of cellulose specialties for acetate products. SpinCo estimates that the global demand in

2012 for cellulose specialties for acetate products was approximately 710,000 metric tons and expects this demand to grow 1% to 2% per year
over the next 5 years.

 

 
•  High Value Ethers. SpinCo is a leading global manufacturer of cellulose specialties for ethers products. SpinCo estimates that the global

demand in 2012 for cellulose specialties for ethers products was approximately 503,000 metric tons and expects this demand to grow 4% to
6% per year over the next 5 years.

 

 
•  Other Cellulose Specialties. SpinCo is a leading global manufacturer of other cellulose specialties. SpinCo estimates that the global demand in

2012 for other cellulose specialties products is approximately 355,000 metric tons and expects this demand to grow 2% to 3% per year over the
next 5 years.
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In 2013, additional cellulose specialties capacity was added, including approximately 190,000 metric tons added by SpinCo following the completion of
its cellulose specialties expansion project and approximately 45,000 metric tons added by SpinCo’s competitors. SpinCo believes global capacity totaled
approximately 1.8 million metric tons (including the new capacity) at the end of 2013.

Commodity Viscose

Commodity viscose is primarily sold to producers of viscose staple fibers. Viscose staple is used in woven applications such as textiles for clothing and
other fabrics, and in non-woven applications such as baby wipes, cosmetic and personal wipes, industrial wipes and mattress ticking. In recent years, shifts in
fashion styles and higher than historical cotton prices have increased demand for viscose staple fibers. Weak global cotton harvests during 2011 provided a
further boost to demand for viscose staple as a cotton substitute. Additionally, variability in cotton linter supply, due to competing uses of cotton seeds in
agriculture, and increasing concerns about the environmental impact of producing viscose staple from cotton have resulted in viscose staple producers shifting
volume to commodity viscose derived from wood. SpinCo believes global demand for commodity viscose in 2012 was approximately 4.4 million metric tons
(including approximately 800,000 metric tons derived from cotton) and expects this demand to grow approximately 9% to 10% per year for the next 5 years.

Significant new commodity viscose capacity has been added in the last three years to meet this demand. SpinCo believes global capacity totaled
5.7 million metric tons at the end of 2013, and an additional 1.0 million metric tons of capacity has been announced and is expected to be completed in the
next two years.

In February 2013, China’s Ministry of Commerce (MOFCOM) initiated an anti-dumping investigation of imports of dissolving wood, cotton and
bamboo pulp into China from the U.S., Canada and Brazil during 2012. In November 2013, MOFCOM issued a preliminary determination that SpinCo’s
lower purity Fibernier grade product used in commodity viscose applications would be subject to a 21.7% interim duty effective November 7, 2013. In April
2014, MOFCOM issued a final determination reducing the duty from 21.7% to 17.2% effective April 6, 2014. SpinCo expects MOFCOM’s final
determination to remain in place for five years. SpinCo does not expect that MOFCOM’s duty will materially affect its business results. For more information
regarding the investigation, see “Risk Factors—Risks Related to SpinCo’s Business” and “Business—Legal and Regulatory Proceedings.”

Although SpinCo’s business is focused on the production of cellulose specialties, it expects to sell approximately 135,000 metric tons of commodity
viscose to commodity markets in 2014. As demand for cellulose specialties increases over the next several years, SpinCo expects to shift production from
commodity markets to cellulose specialties until it has essentially exited commodity markets.

Competition

Potential entrants to the cellulose specialties business face considerable challenges. Significant intellectual property, technical expertise and experience
are needed to design the customized fibers and then manufacture them to exacting customer specifications. These specifications include parameters for purity,
viscosity, brightness, reactivity and other physical properties, requiring extensive research and development capabilities to formulate the product to achieve
the desired characteristics. Qualification time is often lengthy, extending six to nine months. Resulting customer relationships are typically long term, based
on a deep understanding of customer production processes and the technical expertise to problem solve production issues and support new product
development. A substantial investment is needed to establish a production line and to obtain required production technologies. Additionally, significant
capital and maintenance expenditures are required annually to ensure the facilities operate reliably.

Cellulose Specialties

Product performance, technical service and price are principal methods of competition in cellulose specialties. Product performance is primarily
determined by the purity and uniformity of the cellulose specialties. SpinCo’s intellectual property, technical expertise and experience provide the basis by
which it is able to
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uniformly produce high-value cellulose specialties. Additionally, SpinCo is able to produce the greatest breadth of high-value, uniform cellulose specialties
through its diverse manufacturing processes (both kraft and sulfite), sources of wood cellulose fibers (both hardwood and softwood), and its proprietary
processes.

SpinCo competes with both domestic and foreign producers in cellulose specialties. Principal competitors include Buckeye Technologies, Inc.,
Borregaard and Sateri Holdings Ltd. SpinCo also competes against Tembec, Inc., Neucel Specialty Cellulose Ltd, Sappi Ltd, Cosmo Specialty Fibers, Inc.,
and Aditya Birla Group in limited applications. Some competitors use both wood and to a small extent cotton linter fibers as a source for cellulose fibers.
Although cotton linter fibers can be a higher purity source of cellulose, the variability of their fiber structure and limited availability negatively impact their
ability to be a reliable substitute product.

Global production capacity for cellulose specialties has recently increased. In addition to SpinCo’s cellulose specialties expansion project which added
approximately 190,000 metric tons of cellulose specialties capacity, a few competitors have announced capacity expansions. Buckeye Technologies recently
completed a project to increase its cellulose specialties capacity by 40,000 metric tons at its Perry, Florida operation. Tembec, Inc. announced plans to
increase capacity by 5,000 metric tons. These additional cellulose specialties capacities did not adversely affect SpinCo’s 2013 results.

Commodity Viscose

The principal method of competition in commodity viscose is price, as purity and uniformity are less critical differentiators. SpinCo competes with both
domestic and foreign producers in commodity viscose. There are approximately 42 competitors that derive their commodity viscose from wood and 17
competitors that derive their commodity viscose from cotton linters. Although cellulose specialties can generally be sold to meet cellulose specialties or
commodity viscose demand, the opposite is typically not true for commodity viscose.

There have been significant production capacity increases recently by commodity viscose producers. SpinCo believes global capacity totaled 5.7 million
metric tons at the end of 2013, and an additional 1.0 million metric tons of capacity has been announced and is expected to be completed in the next two
years.

Raw Materials and Energy

SpinCo’s manufacturing processes require significant amounts of wood to produce purified cellulose. SpinCo purchases approximately 1.8 million short
green tons of hardwood chips and 2.3 million short green tons of softwood chips per year. The cost of timber is directly affected by supply and demand
fluctuations in the wood products and pulp and paper markets, and also by weather.

SpinCo’s manufacturing processes also require significant amounts of chemicals, including caustic soda (sodium hydroxide), sulfuric acid, sodium
chlorate, and various deresinators. These chemicals are purchased under negotiated supply agreements with third parties.

SpinCo’s manufacturing processes also require a significant amount of energy. The great majority of Spinco’s energy is produced through the burning of
lignin and other residual biomass in recovery and power boilers located at its mills. However, the mills still require fuel oil, natural gas and electricity to
supplement their energy requirements.

Raw materials and energy are subject to significant changes in prices and availability. SpinCo continually pursues reductions in usage and costs of key
raw materials, supplies and services and does not foresee any material constraints in the near term from pricing or availability.

Manufacturing Processes

SpinCo’s production facilities, located in Jesup, Georgia, and Fernandina Beach, Florida, have a combined annual production capacity of approximately
675,000 metric tons of purified cellulose.
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The Jesup mill can produce approximately 520,000 metric tons of cellulose specialties using both hardwood and softwood in a pre-hydrolyzed kraft, or
high pH, cooking process. The Fernandina Beach mill can produce approximately 155,000 metric tons of cellulose specialties and commodity viscose using
softwood in a sulfite, or low pH, cooking process. These different cooking processes are used with various types of wood cellulose and combined with
proprietary bleaching sequences and a cold caustic extraction process to manufacture more than 25 different grades of purified cellulose.

The general process of extracting and purifying cellulose from wood at SpinCo’s Jesup and Fernandina mills is as follows:

Wood Chips. Logs are purchased, debarked and chipped into uniform dimensions to improve the chip’s reaction to chemicals during the cooking
process. Hardwood and softwood species, as well as different areas of the log, are used to produce the various grades of purified cellulose. To manufacture
approximately one metric ton of purified cellulose, SpinCo uses approximately six short green tons of wood.

Cooking and Washing. The chips are loaded into pressure vessels with various chemicals and heated to separate lignin, the natural component that binds
the cellulose fibers together, from the cellulose. After the cooking process is complete, the lignin and chemicals are separated from the cellulose in a washing
process. The lignin is generally recovered and burned for energy, and the chemicals are recovered and reused in the production process.

Bleaching. The cellulose obtained from the washing process is bleached with various chemicals to impart the required brightness and increase the purity
and uniformity of the cellulose. In order to increase the purity and uniformity of the cellulose to SpinCo’s customer specifications, some cellulose specialties
require a processing through a cold caustic extraction, or CCE stage. SpinCo’s CCE process, which is a key element of SpinCo’s intellectual property,
generates cellulose specialties purity levels up to 98%.

Machining, Drying and Packaging. Following the bleaching stage, the purified cellulose is compressed, dried and rolled into large rolls. These large
rolls are then cut into smaller rolls or sheets in accordance with SpinCo’s customer specifications, packaged and shipped.

Environmental Matters

SpinCo’s manufacturing operations are subject to significant, federal, state and local environmental regulations. For a more detailed discussion see “Risk
Factors”, “Business—Legal and Regulatory Proceedings,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Environmental Regulation,” “Unaudited Pro Forma Condensed Combined Financial Statements—Liabilities for Disposed Operations” and Note 12—
Contingencies to the Combined Financial Statements for additional information.

Legal and Regulatory Proceedings

SpinCo is engaged in various legal actions and has been named as a defendant in various other lawsuits and claims arising in the normal course of
business. While SpinCo has procured reasonable and customary insurance covering risks normally occurring in connection with its businesses, it has in
certain cases retained some risk through the operation of self-insurance, primarily in the areas of workers’ compensation, property insurance and general
liability. In SpinCo’s opinion, these and other lawsuits and claims, either individually or in the aggregate, are not expected to have a material adverse effect on
SpinCo’s financial position, results of operations, or cash flow.

Antidumping Investigation. In February 2013, China’s Ministry of Commerce (MOFCOM) initiated an anti-dumping investigation of imports of
dissolving wood, cotton and bamboo pulp into China from the U.S., Canada and Brazil during 2012. In November 2013, MOFCOM issued a preliminary
determination that SpinCo’s lower purity product used in commodity viscose applications will be subject to a 21.7% interim duty effective
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November 7, 2013. In April 2014, MOFCOM issued a final determination reducing the duty from 21.7% to 17.2% effective April 6, 2014. SpinCo expects
MOFCOM’s final determination to remain in place for five years. However, SpinCo’s high-value cellulose acetate products, which constitute a large majority
of SpinCo’s sales into China, were specifically excluded from assessment of any dumping duty, and SpinCo’s other high-value cellulose products were,
likewise, exempted from any dumping duty because their higher quality specifications, including in the area of cellulose purity, do not meet the
determination’s specifications applicable to lower-purity products that are dutiable under the determination. Other U.S. producers were assessed duties
ranging from 16.9% to 17.2%, while all but one Canadian producer were assessed a duty of 13%, and a Brazilian producer was assessed a duty of 6.8%.

SpinCo is evaluating its potential commercial and legal options and does not expect that MOFCOM’s duty will materially affect its business results.

Altamaha Riverkeeper Litigation-Jesup Mill. In November 2013, SpinCo received a “sixty day letter” from lawyers representing a non-profit
environmental organization, the Altamaha Riverkeeper. In the letter, the Altamaha Riverkeeper threatened to file a citizen suit against SpinCo as permitted
under the federal Clean Water Act and the Georgia Water Quality Control Act due to what the letter alleges to be ongoing violations of such laws, if SpinCo
does not correct such violations within 60 days of the date of the letter. The allegations relate to the color and odor of treated effluent discharged into the
Altamaha River by SpinCo’s Jesup, Georgia mill.

On March 26, 2014, SpinCo was served with a complaint, captioned Altamaha Riverkeeper, Inc. v. Rayonier Inc. and Rayonier Performance Fibers LLC,
which was filed in the U.S. District Court for the Southern District of Georgia. In the complaint, the Altamaha Riverkeeper alleges, among other things,
violations of the federal Clean Water Act and Georgia Water Quality Control Act, negligence and public nuisance, relating the permitted discharge from the
Jesup mill. The complaint seeks, among other things, injunctive relief, monetary damages, and attorneys’ fees and expenses. The total amount of monetary
relief being sought by the plaintiff cannot be determined at this time.

The mill’s treated effluent is discharged pursuant to a permit issued by the Environmental Protection Division of the Georgia Department of Natural
Resources (referred to as the “EPD”), as well as the terms of a consent order entered into in 2008 (and later amended) by EPD and SpinCo. SpinCo disagrees
with the Altamaha Riverkeeper and strongly believes that it is in compliance with applicable law relating to the Jesup mill’s discharge, including compliance
with the terms of its permit and consent order with EPD. SpinCo intends to defend this lawsuit vigorously.

Customers

See Note 4—Segment and Geographical Information of SpinCo’s Combined Financial Statements for information on SpinCo’s major customers. The
current agreements with SpinCo’s four largest customers—Eastman Chemical Company, Nantong Cellulose Fibers, Co., Ltd., Celanese Acetate, LLC and
Daicel Corporation—expire (or expired, as applicable) on December 31, 2017, December 31, 2014, December 31, 2013 and December 31, 2016, respectively.

General

SpinCo has representative sales offices in London, Tokyo and Shanghai to support its customers in the European Union, eastern Europe and Asia.

SpinCo’s results are normally not affected by seasonal changes.

SpinCo owns numerous patents, trademarks and trade secrets, and has developed significant know-how, relating to the production of purified cellulose,
which it deems important to its operations. SpinCo intends to continue taking steps as necessary to protect its intellectual property, including, when
appropriate, filing patent
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applications for inventions that are deemed important to its operations. SpinCo’s U.S. patents generally have a duration of 20 years from the date of filing.

SpinCo currently employs approximately 1,200 people, of whom approximately 99 percent reside in the United States. Approximately 72 percent of
SpinCo’s hourly employees are covered by collective bargaining agreements and are represented by one of several labor unions. SpinCo believes its relations
with employees are satisfactory.

Properties

The following table details the significant properties SpinCo owns or leases at December 31, 2013:
 
    Capacity    Owned/Leased  
Purified Cellulose Facilities  Jesup, Georgia  520,000 metric tons of cellulose specialties  Owned

 Fernandina Beach, Florida  155,000 metric tons of cellulose specialties  Owned
 Jesup, Georgia  Research Facility  Owned
   

Wood Chipping Facilities  Offerman, Georgia  800,000 short green tons of wood chips  Owned
 Eastman, Georgia  350,000 short green tons of wood chips  Owned
 Barnesville, Georgia  350,000 short green tons of wood chips  Owned
 Quitman, Georgia  200,000 short green tons of wood chips  Owned
 Jarratt, Virginia  250,000 short green tons of wood chips  Owned
   

Corporate and Other  Jacksonville, Florida  Corporate Headquarters  Leased

SpinCo’s manufacturing facilities are maintained through ongoing capital investments, regular maintenance and equipment upgrades. During 2013,
SpinCo’s chemical cellulose fibers manufacturing facilities produced at or near capacity levels for most of the year.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion in conjunction with the audited combined financial statements and corresponding notes, the unaudited interim
condensed combined financial statements and corresponding notes, and the unaudited pro forma condensed combined financial statements and
corresponding notes included elsewhere in this information statement. This Management’s Discussion and Analysis of Financial Condition and Results of
Operations contains forward-looking statements. The matters discussed in these forward-looking statements are subject to risk, uncertainties, and other
factors that could cause actual results to differ materially from those projected or implied in the forward-looking statements. Please see “Risk Factors” and
“Cautionary Statement Concerning Forward-Looking Statements” for a discussion of the uncertainties, risks and assumptions associated with these
statements.

The Separation

On January 27, 2014, Rayonier announced that it intends to separate its performance fibers business from its forest resources and real estate businesses.
Rayonier announced that it intends to effect the separation through a pro rata distribution of the common stock of SpinCo, which was formed to hold the
assets and liabilities associated with the performance fibers business. On May 27, 2014, the Rayonier board of directors approved the distribution of the
issued and outstanding shares of SpinCo common stock on the basis of one share of SpinCo common stock for every three Rayonier common shares held as
of the close of business on the record date of June 18, 2014. The distribution of SpinCo common stock is subject to the satisfaction or waiver of certain
conditions. For a description of these conditions, see “The Separation and Distribution—Conditions to the Distribution.”

Executive Summary

As of the completion of the separation and distribution, SpinCo will consist of the Performance Fibers segment of Rayonier and will be the leading
global producer of high-value cellulose, a natural polymer, used as a raw material to manufacture a broad range of consumer-oriented products such as
cigarette filters, liquid crystal displays, impact-resistant plastics, thickeners for food products, pharmaceuticals, cosmetics, high-tenacity rayon yarn for tires
and industrial hoses, food casings, paints and lacquers. Purified cellulose is an organic material primarily derived from either wood or cotton and sold as
cellulose specialties or commodity viscose, depending on its purity level. Cellulose specialties typically contain over 95% cellulose, while commodity viscose
typically contains less than 95% cellulose. Cellulose specialties generally command a price premium, earn higher margins and benefit from greater demand
stability through the economic cycle relative to commodity viscose.

SpinCo’s cellulose specialties require high levels of purity, process knowledge and are custom engineered and manufactured to customers’ exacting
specifications. SpinCo’s customers (primarily specialty chemical companies) place a high premium on products that have great impact in terms of form,
function and composition as they modify SpinCo’s fibers through various chemical reactions, which require high purity and uniformity for efficient
production. As a result, cellulose specialties require a stringent qualification process as any inconsistencies in purity and/or uniformity can result in very
negative and costly consequences to SpinCo’s customers.

With approximately 675,000 metric tons of cellulose specialties capacity and nearly double the sales of its next largest competitor, SpinCo is the global
leader in the production of cellulose specialties. SpinCo’s key competitive advantage is the “SpinCo Recipe”—its unique ability to utilize its manufacturing
facilities to engineer cellulose specialties fibers to customers’ exacting specifications. SpinCo is the only cellulose specialties producer with manufacturing
facilities that provide flexibility to use both hardwood and softwood, kraft and sulfite cooking processes, and a variety of proprietary chemical treatments.
Additionally, SpinCo has a tremendous asset of process knowledge: the understanding of wood fiber properties and their modification under a sequence of
chemical processes, accumulated and developed over 85 years of practical application to achieve
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unique properties for a variety of customer needs. When this process knowledge is combined with its manufacturing flexibility and knowledge of customers’
applications and specifications, it allows SpinCo to have the most extensive capability set to modify cellulose fibers in the industry.

Cost of sales includes the cost of wood, chemicals, energy, depreciation, manufacturing overhead and transportation used to manufacture and deliver
cellulose fibers. Significant components and percentage of per metric ton cost are as follows:
 

 
•  Wood costs represent approximately 26 percent of the per metric ton cost of sales. SpinCo purchases approximately 1.8 million short green tons of

hardwood chips and 2.3 million short green tons of softwood chips per year. The cost of timber is directly affected by supply and demand
fluctuations in the wood products and pulp and paper markets, and also by weather.

 

 •  Chemical costs represent approximately 17 percent of the per metric ton cost of sales. Chemicals, including caustic soda (sodium hydroxide),
sulfuric acid, sodium chlorate, and various deresinators are purchased under negotiated supply agreements with third parties.

 

 
•  Energy costs represent approximately 6 percent of the per metric ton costs of sales. The great majority of Spinco’s energy is produced through the

burning of lignin and other residual biomass in recovery and power boilers located at its mills. However, the mills still require fuel oil, natural gas
and electricity to supplement their energy requirements.

Wood, chemicals and energy are subject to significant changes in price and availability. SpinCo continually pursues reductions in usage and costs of key
raw materials, supplies and services and does not foresee any material constraints in the near term from pricing or availability. SpinCo has limited ability to
pass costs increases on to its customers.

SpinCo’s production facilities, located in Jesup, Georgia, and Fernandina Beach, Florida, have a combined annual production capacity of approximately
675,000 metric tons. The Jesup mill can produce approximately 520,000 metric tons of cellulose specialties, or approximately 77 percent of SpinCo’s total
capacity. The Fernandina Beach mill can produce approximately 155,000 metric tons of cellulose specialties, or approximately 23 percent of SpinCo’s total
capacity. Combined, these facilities manufacture more than 25 different grades of cellulose specialties.

Historically, about one-third of SpinCo’s production was absorbent materials, a commodity product mainly used in disposable baby diapers, feminine
hygiene products, incontinence pads, convalescent bed pads, industrial towels and wipes, and non-woven fabrics. In May 2011, SpinCo decided to convert its
absorbent material production line located in the Jesup mill to cellulose specialties based on increased demand from its customers for high-value cellulose
specialties and SpinCo’s desire to exit commodity-like product lines. Management believes this conversion, referred to as the cellulose specialties expansion
project, positions SpinCo as the only fully dedicated supplier of cellulose specialties.

The cellulose specialties expansion project cost $385 million and converted approximately 260,000 metric tons of absorbent materials capacity into
approximately 190,000 metric tons of cellulose specialties capacity. The project was completed in June 2013, after significant modifications to the production
line and increased capacity of ancillary systems. In July 2013, SpinCo restarted the converted production line and began the qualification process for the line’s
cellulose specialties production with its customers.

SpinCo expects a majority of its acetate end-use products will be fully qualified by year end 2014 and the anticipated costs of the qualification are not
expected to be material. SpinCo expects to produce cellulose specialties, commodity viscose and other products, modulating volumes in each product group
to meet demand. SpinCo expects the global demand for cellulose specialties to grow approximately 45,000 to 50,000 metric tons a year as customers’ product
needs continue to expand. As demand for cellulose specialties grows, SpinCo expects to increase sales of cellulose specialties and complete the transition to
become a dedicated cellulose specialties supplier by 2017/2018. As production of cellulose specialties increases, SpinCo anticipates an increase in total
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sales and operating income, assuming 2013 price levels, as higher prices received on the additional cellulose specialties volume more than offset expected
cost increases and the net reduction in overall production capacity.

Industry and Market Conditions

From 2008 through most of 2012, demand for commodity viscose steadily increased while very little new supply was added. This shortage of supply was
evident in 2010, prompting SpinCo’s customers to request it add capacity to support their growth plans.

However, in early 2013, certain end markets (particularly in Europe) such as tire cord and construction ethers weakened, and competitors began trying to
place volumes into stronger end markets such as acetate tow. Additionally, commodity viscose prices remain low, which provides incentive for swing
producers to attempt to increase volumes into cellulose specialties. Finally, additional cellulose specialties capacity is affecting the market.

SpinCo just completed 2014 price negotiations with its customers. Because of the market conditions noted above, SpinCo expects 2014 cellulose
specialties prices to decrease 7% to 8% in 2014. Additionally, SpinCo expects 2014 sales volumes of cellulose specialties of approximately 520,000 to
540,000 metric tons, which considers the reduced production of 35,000 to 40,000 metric tons discussed below. Overall, this is an increase of approximately
30,000 to 50,000 metric tons above 2013. The remainder of SpinCo’s 2014 production would be commodity viscose/other. SpinCo extended its 2014
maintenance outage to perform boiler maintenance previously scheduled for 2015. This will reduce 2014 production capacity to approximately 635,000 to
640,000 metric tons, or a decrease of approximately 35,000 to 40,000 metric tons. The 2014 operating income/EBITDA impact of this reduction is
approximately $12 million to $14 million, but will provide the ability to produce more cellulose specialties in 2015 should demand improve. For a
reconciliation of EBITDA to net income, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Performance
Indicators.”

Critical Accounting Policies and Use of Estimates

The preparation of financial statements requires SpinCo to make estimates, assumptions and judgments that affect SpinCo’s assets, liabilities, revenues
and expenses, and to disclose contingent assets and liabilities in SpinCo’s Combined Financial Statements. SpinCo bases these estimates and assumptions on
historical data and trends, current fact patterns, expectations and other sources of information it believes are reasonable. Actual results may differ from these
estimates.

Revenue Recognition

SpinCo generally recognizes sales when the following criteria are met: (i) persuasive evidence of an agreement exists,(ii) delivery has occurred,
(iii) SpinCo’s price to the buyer is fixed and determinable, and (iv) collectibility is reasonably assured. Generally, title passes upon delivery to the agreed
upon location. Based on the time required to reach each location, customer orders are generally received in one period with the corresponding revenue
recognized in a subsequent period. As such, there could be substantial variation in orders received and revenue recognized from period to period.

Depreciation of long-lived assets

Depreciation expense is computed using the units-of-production method for the performance fibers plant and equipment and the straight-line method on
all other property, plant and equipment over the useful economic lives of the assets involved. The total units of production used to calculate depreciation
expense is determined by factoring annual production days, based on normal production conditions, by the economic useful life of the asset involved. On
average, the units-of-production and straight line methodologies accounted for approximately 95% and 5% of depreciation expense, respectively. The
physical life of equipment, however, may be shortened by economic obsolescence caused by environmental regulation, competition or other causes. SpinCo
depreciates its
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non-production performance fiber assets, including office, lab and transportation equipment, using the straight-line depreciation method over 3 to 25 years.
Buildings and land improvements are depreciated using the straight-line method over 15 to 35 years and 5 to 30 years, respectively. SpinCo believes that
these depreciation methods are the most appropriate under the circumstances as they most closely match revenues with expenses versus other generally
accepted accounting methods.

Gains and losses on the retirement of assets are included in operating income. Long-lived assets are reviewed annually for impairment or whenever
events or changes in circumstances indicate the carrying amount of an asset may not be recoverable. Recoverability of assets that are held and used is
measured by net undiscounted cash flows expected to be generated by the asset. Property, plant and equipment are grouped for purposes of evaluating
recoverability at the lowest level for which independent cash flows are identified. Therefore, cash flows for performance fibers plant and equipment are
identified at the individual mill level. If such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying value exceeds the fair value of the assets, based on a discounted cash flow model. Assets to be disposed of are reported at the lower of the carrying
amount or fair value less cost to sell.

Determining the adequacy of pension and other postretirement benefit assets and liabilities

SpinCo has two qualified benefit plans that cover most of its U.S. workforce. Additionally, certain SpinCo employees participate in defined benefit
pension and postretirement health and life insurance plans sponsored by Rayonier (which are referred to as shared plans), which include participants of other
Rayonier subsidiaries. All pension plans are currently closed to new participants. Pension expense attributable to SpinCo’s two qualified pension plans was
$5.0 million in 2013. Pension expense attributable to SpinCo’s participation in Rayonier’s shared plans was $9.8 million in 2013. Numerous estimates and
assumptions are required to determine the proper amount of pension and postretirement liabilities and annual expense to record in SpinCo’s financial
statements. The key assumptions include discount rate, return on assets, salary increases, health care cost trends, mortality rates, longevity and service lives of
employees. Although there is authoritative guidance on how to select most of these assumptions, SpinCo exercises some degree of judgment when selecting
these assumptions based on input from its actuary. Different assumptions, as well as actual versus expected results, would change the periodic benefit cost and
funded status of the benefit plans recognized in the financial statements.

In determining SpinCo’s pension expense for its two qualified pension plans in 2013, a $12.5 million return on assets was assumed based on an expected
long-term rate of return of 8.5 percent. The actual return for 2013 was a gain of $20.9 million, or 13 percent. SpinCo’s long-term return assumption was
established based on historical long-term rates of return on broad equity and bond indices, discussions with SpinCo’s actuary and investment advisors and
consideration of the actual annualized rate of return from 1994 (the date of Rayonier Inc.’s spin-off from ITT Corporation) through 2012. At the end of 2013,
SpinCo reviewed this assumption for reasonableness and determined that the 2013 long-term rate of return assumption should remain at 8.5 percent. At
December 31, 2013, SpinCo’s asset mix consisted of 66 percent equities, 29 percent bonds and five percent real estate equity funds and short term
investments. SpinCo does not expect this mix to change materially in the near future.

In determining future pension obligations, SpinCo selects a discount rate based on information supplied by its actuary. The actuarial rates are developed
by models which incorporate high-quality (AA rated), long-term corporate bond rates into their calculations. The discount rate increased from 3.70 at
December 31, 2012 to 4.60 percent at December 31, 2013.

SpinCo’s pension plans were underfunded by $3 million at December 31, 2013, a $28 million improvement in funded status from December 31, 2012
due primarily to the increased discount rate. SpinCo had no mandatory pension contributions and did not make discretionary contributions to its qualified
pension plans in 2013, 2012 or 2011. Future contribution requirements will vary depending on actual investment performance, changes in valuation
assumptions, interest rates and requirements under the Pension Protection Act. See Note 16—Employee Benefit Plans of SpinCo’s Combined Financial
Statements for additional information.
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In 2014, SpinCo expects pension expense to be below 2013 due to an decrease in the amortization of actuarial losses resulting from an increase in the
discount rate. Future pension expense will be impacted by many factors including actual investment performance, changes in discount rates, timing of
contributions and other employee related matters.

The sensitivity of SpinCo’s pension expense and projected benefit obligation related to its two qualified pension plans to changes in economic
assumptions is highlighted below:
 
   Impact on:  

Change in Assumption       Pension Expense       
    Projected Benefit    

Obligation  
  25 bp decrease in discount rate    + 0.4 million     + 5.0 million  
  25 bp increase in discount rate    - 0.3 million     - 4.7 million  
  25 bp decrease in long-term return on assets    + 0.4 million    
  25 bp increase in long-term return on assets    - 0.4 million    

Realizability of both recorded and unrecorded tax assets and tax liabilities

SpinCo has recorded certain deferred tax assets that it believes will be realized in future periods. These assets are reviewed periodically in order to assess
their realizability. This review requires SpinCo to make assumptions and estimates about future profitability affecting the realization of these tax benefits. If
the review indicates that the realizability may be less than likely, a valuation allowance is recorded at that time.

SpinCo’s income tax returns are subject to examination by U.S. federal and state taxing authorities. In evaluating the tax benefits associated with various
tax filing positions, SpinCo records a tax benefit for an uncertain tax position if it is more-likely-than-not to be realized upon ultimate settlement of the issue.
SpinCo records a liability for an uncertain tax position that does not meet this criterion. The liabilities for unrecognized tax benefits are adjusted in the period
in which it is determined the issue is settled with the taxing authorities, the statute of limitations expires for the relevant taxing authority to examine the tax
position or when new facts or information becomes available. See Note 7—Income Taxes of SpinCo’s Combined Financial Statements for additional
information about SpinCo’s unrecognized tax benefits.

New Accounting Standards

See Note 1—Separation and Basis of Presentation of SpinCo’s Condensed Combined Financial Statements for a discussion of recently issued accounting
pronouncements that may affect SpinCo’s financial results and disclosures in future periods.

Basis of Presentation

The financial statements presented in the section entitled “Index to Financial Statements and Schedule” were used as the basis for the following
discussion of SpinCo’s results of operations for the three months ended March 31, 2014 and 2013 and for each of the three years ended December 31, 2013,
2012 and 2011. The statements were prepared in accordance with U.S generally accepted accounting principles for the purpose of separately presenting the
financial position of the performance fibers business of Rayonier and the results of operations, cash flows and changes in equity.

The statements of operations for SpinCo include allocations of certain costs from Rayonier directly related to the operations of SpinCo including;
medical costs for active salaried and retired employees, worker’s compensation, general liability and property insurance, salaried payroll costs, equity based
compensation and a pro-rata share of direct corporate administration expense for accounting, human resource services and information system maintenance.
These corporate administrative costs were charged to SpinCo based on employee headcount and payroll costs. The combined statement of income also
includes expense allocations for
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certain corporate functions historically performed by Rayonier and not allocated to its operating segments. These allocations are based on revenues and
specific identification of time and/or activities associated with SpinCo. Management believes the methodologies employed for the allocation of costs were
reasonable in relation to the historical reporting of Rayonier, but may not be indicative of costs had SpinCo operated on a stand-alone basis, nor what the costs
may be in the future.

The financial statements for SpinCo include a provision for income taxes determined on a separate return basis which takes into account the impact of
the Alternative Fuel Mixture Credit (“AFMC”) and subsequent exchanges for the Cellulosic Biofuel Producer Credit (“CBPC”). SpinCo was a subsidiary of
Rayonier and, for purposes of U.S. federal and state income taxes, was not directly subject to income taxes but was included in the income tax return of
Rayonier TRS Holdings Inc., a wholly-owned subsidiary of Rayonier.

Summary of Rayonier Advanced Materials Inc.’s Results of Operations:
 

  
Three Months Ended

March 31,   Years Ended December 31,  
Financial Information (in millions)  2014   2013   2013   2012   2011  
Sales      
Performance fibers      

Cellulose specialties    $ 206         $ 247         $ 930         $ 935         $ 824      
Absorbent materials   10        37        73        159        196      
Commodity viscose/Other   27        1        44        1        1      

                    
Total sales    $        243         $        285         $    1,047         $    1,095         $    1,021      

                    
Costs and expenses      

Cost of sales   189        188        714        716        698      
                    

Gross margin   54        97        333        379        323      
Selling and general expenses   8        10        36        36        33      
Other operating expense, net   3        —        8        1        7      

   
 

   
 

   
 

   
 

   
 

Operating income   43        87        289        342        283      
Income tax expense   12        7        69        100        69      

                    
Net income    $ 31         $ 80         $ 220         $ 242         $ 214      

                    

Other Data                
Cellulose specialties, sales price ($ per metric ton)    $ 1,823         $ 1,874         $ 1,913         $ 1,859         $ 1,636      
Cellulose specialties, sales volume (thousands of metric

tons)   113        132        486        503        504      
Gross margin %   22.2%     34.0%     31.8%     34.6%     31.6%   
Operating margin %   17.7%     30.5%     27.6%     31.2%     27.7%   
Effective tax rate   28.6%     8.4%     23.9%     29.3%     24.5%   
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Results of Operations, Three Months Ended March 31, 2014 versus March 31, 2013

 
Sales (in millions)       Changes Attributable to:      

Three Months Ended March 31,   2013    Price    
Volume/

Mix    2014  
Cellulose specialties     $    247          $ (6)          $ (35)          $ 206      
Commodity viscose/other    1         —         26          27      
Absorbent materials    37         —         (27)         10      

    
 

    
 

    
 

    
 

Total sales     $    285          $     (6)          $    (36)          $    243      
    

 

    

 

    

 

    

 

Total sales declined $42 million or approximately 15 percent, as the planned extended annual outage for the Jesup mill and production issues in the first
quarter of 2014 reduced customer shipments. Cellulose specialties prices decreased 3 percent partially reflecting the result of the annual price negotiations, as
previously announced. Absorbent material sales decreased $27 million or approximately 73 percent reflecting the transition from producing absorbent
materials to producing viscose and other commodity grades.

 
Operating Income (in millions)     Changes Attributable to:     
     Cellulose Specialties        

Three Months Ended March 31,  2013       Price      Volume   Cost/Mix   
Cost/Mix/

Other   2014  
Total Operating Income    $     87       $    (6)        $  (14)        $      (6)        $    (18)        $     43    

   

 

   

 

   

 

   

 

   

 

   

 

Operating income margin %   30.5%    (1.5)%    (1.6)%    (2.5)%    (7.2)%    17.7%  
   

 

   

 

   

 

   

 

   

 

   

 

Operating income and margin percentages declined $44 million and 12.8%, respectively, from the prior year period. Lower cellulose specialties volumes
and prices, as well as higher wood and energy costs due to weather conditions contributed to the declines. Other changes reflect production issues during the
first quarter of 2014 and higher manufacturing costs as a result of the shift from absorbent materials to cellulose specialties and viscose.

Generally, explanations for changes in operating income would be consistent with explanations for changes in gross margin.

Income tax provision — SpinCo’s first quarter 2014 effective tax rate before discrete items was 31.8 percent, compared to 31.6 percent for 2013.
Including discrete items, the first quarter 2014 effective tax rate was 28.6 percent compared to 8.4 percent in 2013. The lower effective rate in 2013 was due
to the exchange of the alternative fuel mixture credit (“AFMC”) for the cellulosic biofuel producer credit (“CBPC”). See Note 7 —Income Taxes to the
Combined Financial Statements for additional information regarding the reconciliation of the U.S. federal statutory income tax rate to the actual income tax
rate and AFMC for CBPC exchange.

Results of Operations, Year Ended December 31, 2013 versus December 31, 2012
 
Sales (in millions)         Changes Attributable to:       

   2012        Price       
Volume/

Mix    2013  
Cellulose specialties     $         935        $         26        $ (31)       $ 930    
Commodity viscose/other    1       —               43       44    
Absorbent materials    159       (8)      (78)      73    

    
 

    
 

    
 

    
 

Total sales     $ 1,095        $ 18        $ (66)       $         1,047    
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Total sales decreased $48 million, or four percent, reflecting lower production as a result of the extended shutdown associated with the CSE project and
the timing of customer orders which impacted revenue recognition. This was partially offset by cellulose specialties sales prices which rose three percent after
the annual price negotiations, driven by continued strong customer demand. Absorbent materials prices declined 11 percent reflecting weakness in the market.
Absorbent materials volumes decreased 51 percent, reflecting reduced production of absorbent materials and the change to production of viscose and other
commodity grades as SpinCo begins its multi-year transition to producing only cellulose specialties. For information on the impact of the timing of
customers’ order on revenue recognition, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical
Accounting Policies and Use of Estimates.”
 
Operating Income (in millions)     Changes Attributable to:     
     Cellulose Specialties        

  2012   Price   Volume   Cost/Mix   
Cost/Mix

Other   2013  
Total operating income    $     342        $    26        $    (12)        $    (16)        $    (51)        $     289     

   

 

   

 

   

 

   

 

   

 

   

 

Operating income margin %   31.2%    1.6%    (0.2)%    (1.5)%    (3.5)%    27.6%  
   

 

   

 

   

 

   

 

   

 

   

 

Operating income and margin percentage declined $53 million and 3.6%, respectively, from the prior year. The increase in cellulose specialties pricing
was offset by lower cellulose specialties volumes and higher wood cost due to wet weather. Other changes include higher per unit production costs due to
lower fixed cost absorption associated with lower production as a result of the extended shutdown associated with the CSE project and the product mix shift
away from lower cost absorbent materials to higher cost commodity viscose as a result of the CSE project transition.

Generally, explanations for changes in operating income would be consistent with explanations for changes in gross margin.

Income tax provision—SpinCo’s effective tax rate for 2013 was 23.9 percent, compared to 29.3 percent for 2012. The effective tax rate declined as the
tax benefit from the AFMC for CBPC exchange was higher in 2013 than 2012 and the law provided a research credit for 2012 (retroactive) and 2013 which
reduced SpinCo’s 2013 tax provision. SpinCo expects the effective tax rate subsequent to the separation to be consistent with prior effective tax rates
excluding the impact of the AFMC for CBPC exchange. See Note 7— Income Taxes to the Combined Financial Statements for additional information
regarding the reconciliation of the U.S. federal statutory income tax rate to the actual income tax rate and AFMC for CBPC exchange.

Results of Operations, Year Ended December 31, 2012 versus December 31, 2011
 

Sales (in millions)

  

2011  

  Changes Attributable to:      

    Price    
Volume/

Mix    2012  
Cellulose specialties     $         824        $        112        $ (1)       $ 935    
Absorbent materials    196       (26)              (11)      159  
Other    1       —       —       1  

    
 

    
 

    
 

    
 

Total sales     $ 1,021        $ 86        $ (12)       $        1,095  
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Total sales increased $74 million, or seven percent, as the annual price negotiations resulted in a 14 percent increase in cellulose specialties sales prices
driven by continued strong customer demand. However, absorbent materials prices declined 15 percent due to market weakness, while volumes were six
percent lower due to a production shift to cellulose specialties.
 

Operating Income (in millions)

  

2011  

  Changes Attributable to:      

     Price     
 
 

Volume/
Mix

  
     Cost/Other     2012   

Total operating income     $         283        $        86         $        (3)        $       (24)         $       342      
    

 

    

 

    

 

    

 

    

 

Operating income margin %    27.7%     5.6%     0.1%     (2.2)%     31.2%  
    

 

    

 

    

 

    

 

    

 

Operating income and margin percentage increased $59 million and 3.5%, respectively, from the prior year. Higher cellulose specialties prices more than
offset increased wood, chemical and labor (due to higher pension and postretirement plan costs), and depreciation costs. In addition, 2011 operating income
was negatively impacted by a $6 million write-off related to process equipment changes needed for the cellulose specialties expansion project.

Generally, explanations for changes in operating income would be consistent with explanations for changes in gross margin.

Income tax provision—SpinCo’s income tax provision increased $30 million, or 44 percent, in 2012 compared to 2011 due to higher operating income.
The effective tax rates were 29.3 percent and 24.5 percent for the years ended December 31, 2012 and 2011, respectively. The 2012 rate was higher as a
reserve reversal related to the taxability of the AFMC benefited the 2011 rate by $16 million or 5.7 percent. Additionally, in 2011, Rayonier received a final
examination report from the IRS regarding its Rayonier TRS Holding Inc.’s 2009 tax return. As a result, SpinCo reversed the uncertain tax liability recorded
in 2009 relating to the taxability of the AFMC and recognized a $16 million tax benefit. SpinCo expects the effective tax rate subsequent to the separation to
be consistent with prior effective tax rates excluding the impact of the AFMC for CBPC exchange. See Note 7— Income Taxes to the Combined Financial
Statements for additional information regarding the reconciliation of the U.S. federal statutory income tax rate to the actual income tax rate and AFMC for
CBPC exchange.

Liquidity and Capital Resources

SpinCo’s operations have generally produced consistent cash flows, which is its primary source of liquidity and capital resources. In addition, SpinCo
receives proceeds from and makes distributions to Rayonier. Spinco anticipates it will have $250 million of borrowing capacity under its new revolving credit
facility for working capital and general corporate purposes. Prior to the distribution, it is anticipated that Spinco will borrow $75 million under such revolving
credit facility and transfer the proceeds of such borrowing, together with SpinCo common stock and the assumption of certain liabilities, in exchange for the
contribution by Rayonier of Rayonier A.M. Product Inc.’s common stock and certain other assets to SpinCo. Such borrowing under the revolving credit
facility is anticipated to be repaid with the proceeds of a delayed draw term loan expected to be made available under the new term loan facilities promptly
after the distribution.
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Cash Flows

The following table summarizes SpinCo’s cash flows from operating, investing and financing activities for each of the periods presented (in millions of
dollars):
 

   
Three Months

Ended March 31,    Years Ended December 31,  
   2014    2013    2013    2012    2011  
Total cash provided by (used for):           
Operating activities     $     55        $     30        $         258        $         305        $         258    
Investing activities    (21)      (55)      (251)      (305)      (131)   
Financing activities    (34)      25     (7)      —       (127)   

    
 

    
 

    
 

    
 

    
 

Increase (decrease) in cash and cash equivalents   $ —      $ —        $ —        $ —        $ —    
    

 

    

 

    

 

    

 

    

 

Cash Provided by Operating Activities

Cash provided by operating activities of $55 million increased in the first three months of 2014 primarily due to lower tax payments, partially offset by
lower operating results. The 2013 first quarter included a $70 million tax payment to exchange AFMC for CBPC.

Cash provided by operating activities of $258 million in 2013 decreased 16 percent from $305 million in 2012. The decrease was due to lower earnings
as a result of the timing of cellulose specialties orders and a decrease in absorbent material volumes as SpinCo transitions from this business in conjunction
with the cellulose specialties expansion project. During 2012, cash provided by operating activities of $305 million increased 18 percent from $258 million in
2011. For information on the impact of the timing of customers’ order on revenue recognition, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Critical Accounting Policies and Use of Estimates.”

Cash Used for Investing Activities

Cash used for investing activities decreased for the first three months of 2014 primarily due to the completion of the CSE project in 2013.

Cash used for investing activities decreased in 2013 over the prior year primarily due to lower spending on the Jesup Mill CSE project, which was
completed in June. Cash used for investing activities increased in 2012 due to an additional $158 million in spending on the Jesup Mill cellulose specialties
expansion project and a $9 million increase in other capital expenditures.

Cash (Used for) Provided by Financing Activities

Cash used for financing activities increased $59 million primarily due to the $22 million decrease in accounts receivable collected by Rayonier on behalf
of SpinCo and a $37 million increase in payables processed by Rayonier on behalf of SpinCo.

Cash used for financing activities in 2013 increased $7 million from 2012 as cash costs allocated from Rayonier increased by approximately $3 million.
The $49 million decrease in accounts receivable collected by Rayonier on behalf of SpinCo was offset by a $43 million decrease in payables processed by
Rayonier on behalf of SpinCo.

Cash used for financing activities in 2012 decreased $127 million from 2011 as cash costs allocated from Rayonier increased by approximately $6
million, primarily due to higher pension and postretirement plan costs
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associated with the participation in Rayonier Inc.’s plans and higher medical costs. Accounts receivable collected by Rayonier on behalf of SpinCo increased
$92 million due to higher sales and payables processed by Rayonier on behalf of SpinCo decreased $42 million.

Expected 2014 Expenditures

Capital expenditures in 2014 are expected to range between $75 million and $80 million. Income tax payments and environmental costs related to
disposed operations are expected to be approximately $40 million and $4 million, respectively. SpinCo has no mandatory pension contributions in 2014 but
may make discretionary contributions during the balance of the year.

Performance Indicators

SpinCo uses the following non-GAAP measures: earnings before interest, taxes, depreciation, and amortization (“EBITDA”), Adjusted EBITDA and
Adjusted Free Cash Flow. These measures are not defined by U.S. generally accepted accounting principles (“GAAP”) and the discussion of these measures
is not intended to conflict with or change any of the GAAP disclosures described above. SpinCo’s management considers these measures in addition to
operating income and return on capital employed to be important to estimate the enterprise and shareholder values of SpinCo, and for making strategic and
operating decisions. In addition, analysts, investors and creditors use these measures when analyzing SpinCo’s operating performance and financial condition.

EBITDA is defined by the SEC. Adjusted EBITDA is defined as earnings before interest, taxes, depreciation, and amortization, excluding the $205.2
million related to the Alternative Fuel Mixture Credit in 2009. Adjusted Free Cash Flow is defined as cash provided by operating activities adjusted for
capital expenditures excluding strategic capital, the net cash receipt of $205.2 million related to the Alternative Fuel Mixture Credit in 2010 and subsequent
tax benefits to exchange the AFMC for the CBPC. Adjusted Free Cash Flow, as defined, may not be comparable to similarly titled measures reported by other
companies.

Below is a reconciliation of Net Income to EBITDA and Adjusted EBITDA for the periods presented (in millions of dollars):
 

   

Three Months
Ended

March 31,    Years Ended December 31,  
   2014    2013    2013    2012    2011    2010    2009  
Net Income to EBITDA and Adjusted EBITDA Reconciliation               
Net Income    $   31       $     80     $  220       $  242       $  214       $  159       $  305    

Depreciation, depletion and amortization    21       15    74       61       56       58       58    
Interest, net    —       —     —       (1)      —       —       —    
Income tax expense    12       7     69       100       69       41       68    

    
 

    
 

    
 

    
 

    
 

    
 

    
 

EBITDA    $ 64       $ 102     $ 363       $ 402       $ 339       $ 258       $ 431    
Alternative fuel mixture credit    —       —       —       —       —       —       (205)   

    
 

    
 

    
 

    
 

    
 

    
 

    
 

Adjusted EBITDA    $ 64       $ 102     $ 363       $ 402       $ 339       $ 258       $ 226    
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Below is a reconciliation of Cash Flow from Operations to EBITDA and Adjusted EBITDA for the periods presented (in millions of dollars):
 

   

Three Months
Ended

March 31,    Years Ended December 31,  
   2014    2013    2013    2012    2011    2010    2009  
Cash Flow from Operations to EBITDA and Adjusted EBITDA
Reconciliation               
Cash flow from operations    $   55       $    30       $  258       $  305       $  258       $  408       $  128    
Income tax expense    12       7       69       100       69       41       68    
Interest, net    —       —       —       (1)      —       —       —    
Change due to AFMC    —       —       —       —       —       (205)      205    
Other balance sheet changes    (3)      65       36       (2)      12       14       30    

                                   
EBITDA    $ 64       $ 102       $ 363       $ 402       $ 339       $ 258       $ 431    
Alternative fuel mixture credit    —       —       —       —       —       —       (205)   

                                   
Adjusted EBITDA    $ 64       $ 102       $ 363       $ 402       $ 339       $ 258       $ 226    

    

 

    

 

    

 

    

 

    

 

    

 

    

 

Below is a reconciliation of Cash Flow from Operations to Adjusted Free Cash Flow for the periods presented (in millions of dollars):
 

   

Three  Months
Ended

March 31,    Years Ended December 31,  
   2014    2013    2013    2012    2011    2010    2009  
Cash Flow from Operations to Adjusted Free Cash Flow
Reconciliation               
Cash flow from operations (a)    $  55       $    30       $   258       $  305       $  258       $  408       $  128    
Capital expenditures    (22)      (21)      (96)      (105)      (97)      (98)      (59)   
Alternative fuel mixture credit    —       —       —       —       —       (205)      —    
Tax (benefit)/deficit due to AFMC    —       (19)      (19)      (12)      (21)      (24)      12    

    
 

    
 

    
 

    
 

    
 

    
 

    
 

Adjusted Free Cash Flow    $ 33       $ (10)       $ 143       $ 188       $ 140       $ 81       $ 81    
    

 

    

 

    

 

    

 

    

 

    

 

    

 

(a) Cash flow from operations for 2010 includes $205.2 million, net of expenses, related to the AFMC offset by a $27.5 million pension contribution. See
Note 7—Income Taxes and Note 16—Employee Benefit Plans to the Combined Financial Statements for additional information. Cash flow from operations
for the first quarter of 2013 included a $70 million tax payment to exchange AFMC for CBPC.

Liquidity Facilities

To provide additional liquidity following the separation from Rayonier, SpinCo anticipates arranging a revolving credit facility with a borrowing capacity
of approximately $250 million. The credit facility is expected to contain customary covenants and events of default.

Indebtedness under the revolving credit facility will likely bear interest at LIBOR plus an agreed margin. Entering into the revolving credit facility would
also result in SpinCo paying customary fees, including administrative agent fees, upfront fees and other fees. The revolving credit facility will be subject to
closing requirements and certain other conditions. Accordingly, no assurance can be given that the revolving credit facility will be executed on the terms
described above (including the amount available to be borrowed) or at all.
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Other Indebtedness

On May 22, 2014, Rayonier A.M. Products Inc. issued $550 million in aggregate principal amount of corporate bonds. In accordance with the separation
and distribution agreement, SpinCo expects to incur approximately $400 million of additional new debt. On the distribution date, SpinCo anticipates that its
debt will consist of $325 million of term loans under Rayonier A.M. Products Inc.’s term loan facilities, borrowings of $75 million under SpinCo’s revolving
credit facility and $550 million of corporate bonds previously issued by Rayonier A.M. Products Inc., which will be a wholly owned subsidiary of SpinCo.
Prior to the distribution, SpinCo plans to make cash transfers totaling $950 million, less certain fees and expenses, to Rayonier as described in “Certain
Relationships and Related Person Transactions—Separation Agreement—Cash Transfers.” Promptly following the distribution, it is anticipated that the $75
million of revolving borrowings by SpinCo will be repaid with the proceeds of a delayed draw term loan expected to be made available to Rayonier A.M.
Products Inc. under the term loan facilities described above. Following the distribution, SpinCo believes its internally generated cash flow and ability to
access capital markets and its revolving credit facility will be adequate to fund its operations and anticipated long-term funding requirements, including
capital expenditures, dividend payments, defined benefit plan contributions and repayment of debt maturities.

Off Balance Sheet Arrangements

SpinCo has no material off-balance sheet arrangements other than the contractual obligations that are discussed below.

Contractual Financial Obligations

There has been no material changes to SpinCo’s. contractual financial obligations as of December 31, 2013 as aggregated in the following table.
Amounts in the table do not reflect the $950 million of debt SpinCo expects to incur in connection with the separation described in the section entitled
“Description of Material Indebtedness” and certain liabilities as described under “Unaudited Pro Forma Condensed Combined Financial Statements.”
 

Contractual Financial Obligations (in millions)
  

Total  
  Payments Due by Period  

    2014    2015-2016   2017-2018  Thereafter 
Environmental obligations (a)   $ 2      $ 2      $ —      $ —     $ —    
Postretirement obligations (b)    11       1       2       2      6    
Operating leases (c)    23       1       2       5      15    
Purchase obligations (d)    50       13       23       14      —    

    
 

    
 

    
 

    
 

   
 

Total contractual cash obligations   $      86      $      17      $       27      $       21     $       21    
    

 

    

 

    

 

    

 

   

 

 
(a) These obligations relate to the Jesup mill 2008 consent order which was amended in 2011 for the cellulose specialties expansion project. See

“Environmental Regulation” for additional information on the Jesup mill consent order.
 
(b) The amounts represent an estimate of SpinCo’s projected payments related to SpinCo’s postretirement medical and life insurance plans for the next ten

years. See Note 16 — Employee Benefit Plans to the Combined Financial Statements for additional information.
 
(c) Includes operating leases related to property, plant and equipment, office and the Jesup mill natural gas transportation contract.
 
(d) On March 1, 2013, Rayonier completed the sale of its Wood Products business (consisting of three lumber mills in Baxley, Swainsboro and Eatonton,

Georgia) to International Forest Products Limited (“Interfor”), an unrelated lumber company with operations in the United States and Canada. Interfor
is listed on the Toronto Stock Exchange under the symbol “IFP.” Pursuant to the purchase and sale agreement, Rayonier
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contracted with Interfor to purchase wood chips produced at the lumber mills for use at SpinCo’s Jesup mill. SpinCo will purchase 100 percent of the
Baxley mill chips for five years and purchased a minimum of 25 percent of the Swainsboro mill chips in 2013. The purchase price of these chips will be
based on the average price paid by SpinCo to other third parties.

Environmental Regulation

SpinCo is subject to stringent environmental laws and regulations concerning air emissions, wastewater discharges, waste handling and disposal, and
assessment and remediation of environmental contamination. Such environmental laws and regulations include the Clean Air Act, the Clean Water Act, the
Resource Conservation and Recovery Act, the Comprehensive Environmental Response, Compensation and Liability Act of 1980 and similar state laws and
regulations. Management closely monitors its environmental responsibilities and believes SpinCo is in substantial compliance with current environmental
requirements. In addition to ongoing compliance with laws and regulations, SpinCo’s facilities operate in accordance with various permits, which are issued
by state and federal environmental agencies. Many of these permits impose operating conditions on SpinCo which require significant expenditures to ensure
compliance. Upon renewal and renegotiation of these permits, the issuing agencies often seek to impose new or additional conditions in response to new
environmental laws and regulations, or more stringent interpretations of existing laws and regulations. In addition, under many federal environmental laws,
private citizens and organizations, such as environmental advocacy groups, have the right to legally challenge permitting and other decisions made by
regulatory agencies.

During 2013, 2012 and 2011, SpinCo spent the following for capital projects related to environmental compliance for ongoing operations:
 
(in millions)   2013    2012    2011  
Jesup mill consent order (a)     $      18        $      25        $       3    
Cellulose specialties expansion project (b)    19       16       5    
Other (c)    8       12       10    

    
 

    
 

    
 

Total     $ 45        $ 53        $ 18    
    

 

    

 

    

 

 
(a) Includes spending related to a 2008 Jesup mill consent order in which SpinCo agreed to implement certain capital improvements relating to the mill’s

wastewater treatment. This consent order was amended in 2011 in connection with the cellulose specialties expansion project. Capital spending related
to the consent order is expected to approximate $2 million in 2014.

 
(b) Environmental compliance expenditures related to the CSE project, which was completed in June 2013.
 
(c) Includes spending for improvements to SpinCo’s manufacturing process and pollution control systems that will comply with the requirements of new or

renewed air emission and waste water discharge permits, and other required improvements for SpinCo’s Jesup, Georgia and Fernandina Beach, Florida
mills. Other capital spending related to environmental compliance is expected to approximate $15 million in 2014, which includes $14 million for
industrial boiler air emissions compliance.

SpinCo’s operations are subject to constantly changing environmental requirements which are often the result of legislation, regulation, litigation and
negotiation. For additional information, see “Risk Factors” for a discussion of the potential impact of environmental laws and regulations, including climate-
related initiatives, on SpinCo’s business.

It is the opinion of management that substantial expenditures will be required over the next 10 years in the area of environmental compliance. In
particular, SpinCo expects significant expenditures will be required as a result of an Environmental Protection Agency regulation issued in 2012, which
tightens emissions limits of certain air pollutants from industrial boilers. SpinCo estimates the cost of compliance may range from $40 million to $60 million.
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Quantitative and Qualitative Disclosures About Market Risk

SpinCo is exposed to various market risks, primarily commodity prices. SpinCo’s objective is to minimize the economic impact of these risks and uses
derivatives in accordance with policies and procedures approved by the audit committee of the board of directors. Derivatives are managed by a senior
executive committee whose responsibilities include initiating, managing and monitoring resulting exposures. SpinCo does not enter into financial instruments
for trading or speculative purposes.

Cyclical pricing of commodity market paper pulp was one of the factors that influenced performance fibers’ prices in the absorbent materials product
line. However, as a non-integrated producer of absorbent materials, primarily fluff pulp, for non-papermaking end uses, SpinCo’s absorbent material pricing
tended to lag (on both the upturn and downturn) commodity paper pulp prices with pricing adjustments that are less severe. In 2013, SpinCo started up its
cellulose specialties expansion project and plans to exit the absorbent materials business. SpinCo’s chemical cellulose specialty fibers’ prices are based on
market supply and demand and are not correlated to commodity paper pulp prices. In addition, a significant majority of SpinCo’s cellulose specialty fibers are
under long-term volume contracts that extend through 2014 to 2017. The pricing provisions of these contracts are set in the fourth quarter in the year prior to
the shipment.

SpinCo periodically enters into commodity forward contracts to fix some of its fuel oil and natural gas costs. The forward contracts partially mitigate the
risk of a change in performance fibers margins resulting from an increase or decrease in these energy costs. At March 31, 2014, SpinCo had no fuel oil or
natural gas contracts outstanding.

Post-Separation

With the expected incurrence of debt at separation, SpinCo expects its market risk from interest rates to increase.
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MANAGEMENT

Executive Officers Following the Distribution

The following table sets forth information as of June 13, 2014 regarding the individuals who are expected to serve as executive officers of SpinCo
following the distribution. While some of SpinCo’s executive officers are currently officers and employees of Rayonier, after the distribution, none of these
individuals will be employees or executive officers of Rayonier.
 

Name          Age          Position
  Paul G. Boynton   49   Chairman, President and Chief Executive Officer
  Benson K. Woo   59   Senior Vice President and Chief Financial Officer
  Michael R. Herman   52   Senior Vice President, General Counsel and Corporate Secretary
  Charles H. Hood   63   Senior Vice President, Public Affairs and Communications
  Jack M. Kriesel   59   Senior Vice President, Advanced Materials
  James L. Posze, Jr.   49   Senior Vice President, Human Resources
  Frank A. Ruperto   48   Senior Vice President, Corporate Development and Strategic Planning

Paul G. Boynton will be the Chairman, President and Chief Executive Officer of SpinCo. He is currently the Chairman, President and Chief Executive
Officer of Rayonier and has served as President and Chief Executive Officer since January 2012 and as Chairman since May 2012. Previously, he held a
number of positions of increasing responsibility with Rayonier, including Senior Vice President, Performance Fibers from 2002 to 2008, Senior Vice
President, Performance Fibers and Wood Products from 2008 to 2009, Executive Vice President, Forest Resources and Real Estate from 2009 to 2010,
President and Chief Operating Officer from 2010 to 2011 and President and Chief Executive Officer from January 2012 to May 2012. Mr. Boynton joined
Rayonier as Director, Specialty Pulp Marketing and Sales in 1999. Prior to joining Rayonier, he held positions with 3M Corporation from 1990 to 1999,
including as Global Brand Manager, 3M Home Care Division. Mr. Boynton serves on the Board of Directors of The Brink’s Company, is a director of the
National Alliance of Forest Owners and sits on the Board of Governors and Executive Committee of the National Council for Air & Stream Improvement. He
holds a bachelor’s degree in Mechanical Engineering from Iowa State University and an MBA from the University of Iowa, and graduated from the Harvard
University Graduate School of Business Advanced Management Program.

Benson K. Woo will be Senior Vice President and Chief Financial Officer of SpinCo. Mr. Woo joined Rayonier on June 9, 2014, as Chief Accounting
Officer. Prior to joining Rayonier, Mr. Woo was Executive Vice President and Chief Financial Officer of Prestolite Electric Inc. from 2007 to 2014. Prior to
joining Prestolite, Mr. Woo was Vice President and Treasurer of Tower Automotive Inc. from 2005 to 2007, Chief Financial Officer of Trimas Corporation
from 2003 to 2005, Chief Financial Officer and Senior Vice President, Business Development at Metris Companies Inc. from 1999 to 2003, Vice President
and Chief Financial Officer of York International Corp. from 1998 to 1999 and Vice President and Treasurer of Case Corporation from 1994 to 1998. Mr.
Woo held numerous positions with General Motors between 1979 and 1994, most recently as Finance Director. He was a member of the Corporation
Development Committee of The MIT Corporation from 2004 to 2007. Mr. Woo has a B.S. in Electrical Engineering from the Massachusetts Institute of
Technology and a MBA from Harvard University.

Michael R. Herman will be Senior Vice President, General Counsel and Corporate Secretary of SpinCo. Mr. Herman joined Rayonier in 2003 as Vice
President and General Counsel and was elected to his current position of Senior Vice President, General Counsel and Assistant Corporate Secretary in March
2013. Prior to joining Rayonier, he served as Vice President and General Counsel of GenTek Inc. (a publicly-traded global
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manufacturing conglomerate) and in other positions in GenTek’s legal department from 1992 to August 2003. Mr. Herman was previously counsel to IBM’s
Integrated Systems Solutions Corporation and an attorney with the law firm of Shearman & Sterling LLP. He holds a B.A. in Economics and English from
Binghamton University and a J.D. from St. John’s University School of Law.

Charles H. Hood will be Senior Vice President, Public Affairs and Communications of SpinCo. Mr. Hood joined Rayonier in July 2007 as Vice
President, Public Affairs and was promoted to his current position of Senior Vice President, Public Affairs and Communications in March 2013. Prior to
joining Rayonier, Mr. Hood was with Georgia-Pacific for 23 years, most recently as Vice President of Government Affairs. From 1991 to 2003, he was
Georgia-Pacific’s Southeast Regional Manager of Government Affairs, and prior to that, their Manager of Government Affairs for Florida. Mr. Hood also
served as Clerk of the Courts for Putnam County, Florida, for eight years, and was a legislative assistant for the Florida State Senate from 1972 to 1976. He
currently serves on the boards of the Georgia Chamber of Commerce, Northeast Florida Rural Education Foundation, and the Jacksonville Regional Chamber
of Commerce. In addition, Mr. Hood serves on the operating committee for National Alliance of Forest Owners, the public policy committee for the Northeast
Florida United Way, and the Georgia Southern University, Mathematics and Science Advisory Board. He holds a bachelor’s degree in journalism from the
University of Florida.

Jack M. Kriesel will be Senior Vice President, Advanced Materials of SpinCo. Mr. Kriesel joined Rayonier in 1978, was named Vice President &
General Manager, Jesup Mill in November 2001, Vice President, Marketing & Strategic Sourcing in May 2004, Vice President, Marketing & Research in
November 2006, Vice President, Marketing, Research and Strategic Sourcing in November 2008 and was elected to his current position of Senior Vice
President, Performance Fibers effective November 2009. Mr. Kriesel graduated from Washington State University and from the Harvard University Graduate
School of Business Advanced Management Program.

James L. Posze, Jr. will be Senior Vice President, Human Resources of SpinCo. Mr. Posze joined Rayonier in October 2010 as Vice President, Human
Resources and was promoted to his current position of Senior Vice President, Human Resources in March 2013. Prior to joining Rayonier, Mr. Posze was
with Albemarle Corporation (a manufacturer of polymers and fine chemicals), where he served as Global Director, Human Resources from January 2008 to
October 2010 and as Director, Human Resources from 2002 to March 2008. Prior to that, Mr. Posze served for 11 years at Koch Industries in positions of
increasing responsibility from January 1991 to March 2002 and as Manager, Human Resources for Jostens from August 1988 to December 1991. Mr. Posze
holds a bachelor’s degree in management from Western Kentucky University.

Frank A. Ruperto will be Senior Vice President, Corporate Development and Strategic Planning of SpinCo. Mr. Ruperto joined Rayonier on March 31,
2014 as Senior Vice President, Corporate Development and Strategic Planning. Prior to joining Rayonier, from 2003 to 2012, he served as Managing Director,
Mergers and Acquisitions for Banc of America Securities and, subsequent to that company’s merger with Merrill Lynch & Co., for Bank of America Merrill
Lynch (each a consumer banking and financial services provider). In this capacity, Mr. Ruperto held various responsibilities, including Head of Global
Industrial M&A for Banc of America Securities. From 1996 to 2013, Mr. Ruperto held various positions at Merrill Lynch & Co., including Managing
Director, Mergers and Acquisition. Prior to that, Mr. Ruperto was an Associate with Kidder Peabody & Co./Painewebber Inc. from 1993 to 1995, and with
Smith Barney Inc. from 1995 to 1996. From 1988 to 1991 he was a Corporate Finance Analyst with Alex, Brown & Sons Inc. Mr. Ruperto holds a Bachelor
of Arts from Harvard College and an MBA from the Wharton School of Business at The University of Pennsylvania.
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DIRECTORS

Board of Directors Following the Distribution

The following table sets forth information as of June 11, 2014 regarding those persons who are expected to serve on SpinCo’s board of directors
following the distribution. After the distribution, none of these individuals will be directors or employees of Rayonier.
 

Name   Age  Position
  Paul G. Boynton    49   Chairman, President and Chief Executive Officer
  C. David Brown, II    62   Lead Director
  Mark E. Gaumond . . . . . . . . . . .    63   Director
  James H. Miller . . . . . . . . . . . . .    65   Director
  Thomas I. Morgan . . . . . . . . . . .    60   Director
  Ronald Townsend . . . . . . . . . . .    72   Director
  DeLyle W. Bloomquist . . . . . . .    55   Director
  James F. Kirsch . . . . . . . . . . . . .    56   Director
  Lisa M. Palumbo . . . . . . . . . . . .    56   Director

Upon completion of the distribution, SpinCo’s board of directors will be divided into three classes, each comprised of three directors. The directors
designated as Class I directors will have terms expiring at the first annual meeting of stockholders following the distribution, which SpinCo expects to hold in
2015. The directors designated as Class II directors will have terms expiring at the following year’s annual meeting of stockholders, which SpinCo expects to
hold in 2016, and the directors designated as Class III directors will have terms expiring at the following year’s annual meeting of stockholders, which
SpinCo expects to hold in 2017. SpinCo expects that Class I directors will be comprised of Messrs. Miller, Townsend and Kirsch; Class II directors will be
comprised of Messrs. Brown and Morgan and Ms. Palumbo; and Class III directors will be comprised of Messrs. Boynton, Gaumond and Bloomquist.
Commencing with the first annual meeting of stockholders following the separation, directors for each class will be elected at the annual meeting of
stockholders held in the year in which the term for that class expires and thereafter will serve for a term of three years. At any meeting of stockholders for the
election of directors at which a quorum is present, the election will be determined by a majority of the votes cast by the stockholders entitled to vote in the
election, with directors not receiving a majority of the votes cast required to tender their resignations for consideration by the board, except that in the case of
a contested election, the election will be determined by a plurality of the votes cast by the stockholders entitled to vote in the election.

As a result of Mr. Boynton’s service as Rayonier’s President and Chief Executive Officer since January 2012 and as Rayonier’s Chairman since May
2012, his previous service as Senior Vice President, Performance Fibers and Senior Vice President, Performance Fibers and Wood Products, Mr. Boynton has
developed valuable business, management and leadership experience, as well as extensive knowledge of SpinCo and long-standing relationships with its
major customers. SpinCo believes this experience at Rayonier, together with his marketing and engineering background, make Mr. Boynton uniquely well
suited to contribute to SpinCo’s board of director considerations of operational and strategic decisions and to manage SpinCo’s core business.

Mr. Brown has served on Rayonier’s Board of Directors since 2006. He is Chairman of Broad and Cassel (a law firm based in Orlando, Florida), a
position he has held since 2000. Previously, he served as Managing Partner of the firm’s Orlando office from 1990. He joined the firm in 1980. Prior to
joining Broad and Cassel, Mr. Brown was an associate with Rowland, Bowen and Thomas, P.A. and served as a First Lieutenant in the United States Air
Force. Mr. Brown serves on the Board of Directors of CVS Caremark Corporation, as Chairman of the Board of Trustees for the University of Florida, and on
the Boards of Directors of Orlando
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Health, a not-for-profit healthcare network, and Old Florida National Bank, N.A. He holds bachelor’s and juris doctorate degrees from the University of
Florida. Over a 34-year legal career, Mr. Brown has developed and demonstrated expertise in finance, environmental and land use issues, particularly in
complex jurisdictions, as well as extensive experience in structuring real estate and corporate transactions. SpinCo believes his experience and expertise will
facilitate its board of director discussions regarding SpinCo’s core business.

Mr. Gaumond has served on Rayonier’s board of directors since 2010. He is the former Americas Senior Vice Chair – Markets of Ernst & Young (a
global leader in assurance, tax, transaction and advisory services), a position he held from 2006 to 2010. Previously he served as Ernst & Young’s Managing
Partner, San Francisco from 2003 to 2006 and as an audit partner on several major clients. Prior to joining Ernst & Young, Mr. Gaumond was a Managing
Partner with Arthur Andersen from 1994 to 2002 and a partner in the firm’s audit practice from 1986 to 1994. Mr. Gaumond serves on the Boards of Directors
of Booz Allen Hamilton Holding Corporation, Cliffs Natural Resources, Inc., the Fishers Island Development Corporation and the Walsh Park Benevolent
Corporation. He is a former trustee of the California Academy of Sciences. He holds a bachelor’s degree from Georgetown University, College of Arts and
Sciences and an MBA from the Leonard N. Stern School of Business, New York University. In addition, Mr. Gaumond is a member of The American Institute
of Certified Public Accountants. Mr. Gaumond has 35 years of managerial, financial and accounting experience working extensively with senior management,
audit committees and boards of directors of public companies, including several in the forest products industry. SpinCo believes Mr. Gaumond’s experience
and financial expertise will allow him to contribute strongly to the oversight of overall financial performance, reporting and controls by SpinCo’s board of
directors.

Mr. Miller has served on Rayonier’s board of directors since 2011. He served as Chairman of PPL Corporation (an energy and utility holding company)
from 2006 until his retirement in March 2012. He also served as Chief Executive Officer of PPL from 2006 to 2011, President from 2005 to 2011 and
Executive Vice President and Chief Operating Officer from 2004 to 2005. Mr. Miller joined PPL in 2001 as President of PPL Generation, LLC, a subsidiary
that operates power plants in the United States. Previously, Mr. Miller was Executive Vice President of USEC Inc., and President of two ABB Group
subsidiaries: ABB Environmental Systems and ABB Resource Recovery Systems. He also served as President of the former UC Operating Services. He
began his career in the electric utility industry at the former Delmarva Power & Light Co. Mr. Miller serves on the Boards of Crown Holdings, Inc., Lehigh
Gas Partners LP and AES Corporation. He earned a bachelor’s degree in electrical engineering from the University of Delaware after serving in the U.S.
Navy nuclear submarine program. Mr. Miller brings both domestic and international senior management experience to SpinCo’s board of directors. SpinCo
believes his experience leading a highly regulated public utility company, and his resulting expertise with regard to safety, environmental regulation and
governmental and regulatory agency relations, will be particularly relevant to the oversight of manufacturing operations by SpinCo’s board of directors.

Mr. Morgan has served on Rayonier’s board of directors since 2012. He is a Partner and Lead Director of the Advisory Board of BPV Capital
Management LLC, an investment manager of mutual funds firm. Mr. Morgan formerly served as the Chairman of Baker & Taylor, Inc. (a leading distributor
of books, videos, and music products to libraries, institutions and retailers) from July 2008 to January 2014, and served as the Chief Executive Officer from
2008 to 2012. Mr. Morgan also served as the Chief Executive Officer of Hughes Supply Inc. (a diversified wholesale distributor of construction, repair and
maintenance-related products) from 2003 to 2006, as President from 2001 to 2006, and as Chief Operating Officer from 2001 to 2003. Previously, he served
as Chief Executive Officer of EnfoTrust Network, Value America and US Office Products. He served for 22 years at Genuine Parts Company in positions of
increasing responsibility from 1975 to 1997. Mr. Morgan is a director of Tech Data Corporation and ITT Educational Services, Inc. He formerly served as a
director of Baker & Taylor, Inc. and Waste Management, Inc. Mr. Morgan holds a bachelor’s degree in Business Administration from the University of
Tennessee. Mr. Morgan brings both public and private company CEO experience and a deep understanding of distribution and global supply chain
management. As a result, SpinCo believes he will be particularly well suited to contribute to discussions regarding overall management and governance issues
by SpinCo’s board of directors and SpinCo’s increasingly global performance fibers business.
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Mr. Townsend has served on Rayonier’s board of directors since 2001. He is an independent communications consultant, based in Jacksonville, Florida
since 1997. He retired from Gannett Company (a diversified news and information company) in 1996 after serving 22 years in positions of increasing
responsibility, including as President of Gannett Television Group. Mr. Townsend serves on the Board of the Jacksonville Electric Authority and as a trustee
of the University of North Florida. He attended The City University of New York, Bernard Baruch. Mr. Townsend brings significant experience in media and
public relations issues to SpinCo’s board of directors and is familiar with public company board processes. SpinCo believes his background and expertise,
including his political and civic activities in the Jacksonville, Florida area, will provide SpinCo’s board of directors with a unique perspective on high-profile
issues facing SpinCo’s core businesses.

Mr. Bloomquist is the President, Global Chemical Business of Tata Chemicals Limited (an inorganic chemical and fertilizer manufacturing company), a
position he has held since 2008. Previously, he served as President and Chief Executive Officer of General Chemical Industrial Products (which was acquired
by Tata Chemicals in 2008) from 2004 to 2008. Prior to that, Mr. Bloomquist served at General Chemical Group Inc. in positions of increasing responsibility
from 1991 to 2004, including Division Vice President and General Manager, Industrial Chemicals and Vice President and Chief Operating Officer. Mr.
Bloomquist serves on the Board of Directors of Huber Engineered Materials and Emerald Peak Minerals. He is a graduate of Brigham Young University and
holds an MBA from Carnegie Mellon University. Mr. Bloomquist has over 20 years of experience in the chemicals industry, including in the areas of finance,
sales, logistics, operations, IT, strategy and business development. SpinCo believes Mr. Bloomquist’s breadth of experience and expertise in the chemicals
industry makes him particularly well suited to assist SpinCo’s board of directors with operational and strategic decisions about SpinCo’s core business.

Mr. Kirsch served as the Chairman, President and Chief Executive Officer of Ferro Corporation (a leading producer of specialty materials and chemicals)
from 2006 to 2012. He joined Ferro in October 2004 as its President and Chief Operating Officer, was appointed Chief Executive Officer and Director in
November 2005 and was elected Chairman in December 2006. Prior to that, from 2002 through 2004, he served as President of Quantum Composites, Inc. (a
manufacturer of thermoset molding compounds, parts and sub-assemblies for the automotive, aerospace, electrical and HVAC industries). From 2000 through
2002, he served as President and director of Ballard Generation Systems and Vice President for Ballard Power Systems in Burnaby, British Columbia,
Canada. Mr. Kirsch started his career with The Dow Chemical Company, where he spent 19 years and held various positions of increasing responsibility,
including global business director of Propylene Oxide and Derivatives and Global Vice President of Electrochemicals. Mr. Kirsch serves on the Board of
Cliffs Natural Resources Inc. He is a graduate of Ohio State University. Mr. Kirsch brings a wealth of senior management experience with major
organizations with international operations, and has substantial experience in the areas of specialty materials and chemicals. As a former chairman, president
and CEO of a NYSE-listed company, SpinCo believes that he will bring additional CEO experience to SpinCo’s board of directors and the committees thereof
on which he will serve.

Ms. Palumbo is the Senior Vice President, General Counsel and Secretary of Parsons Brinckerhoff Group Inc. (a global consulting firm providing
planning, design, construction and program management services for critical infrastructure projects), a position she has held since 2008. Prior to that, Ms.
Palumbo served as Senior Vice President, General Counsel and Secretary of EDO Corporation (a defense technology company) from 2002 to 2008. In 2001,
Ms. Palumbo served as Senior Vice President, General Counsel and Secretary of Moore Corporation, from 1997 to 2001 she served as Vice President, General
Counsel and Secretary of Rayonier Inc., and from 1987 to 1997 she served in positions of increasing responsibility, including Assistant General Counsel and
Assistant Secretary for Avnet, Inc. Ms. Palumbo holds bachelor’s and juris doctorate degrees from Rutgers University. With over 27 years of legal experience
with international and public companies, Ms. Palumbo brings substantial expertise in the areas of law, corporate governance, enterprise risk management,
health and safety, and compliance. SpinCo believes that this experience and expertise, together with her prior experience as the General Counsel of Rayonier
Inc., uniquely qualify her to contribute to discussions by SpinCo’s board of directors regarding SpinCo’s business and to assist with the board’s oversight of
SpinCo’s risk management, legal and compliance functions.
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Director Independence

A majority of SpinCo’s board of directors will be comprised of directors who are “independent” as defined by the rules of the New York Stock Exchange
and the Corporate Governance Principles to be adopted by the board. SpinCo will seek to have all of its non-management directors qualify as “independent”
under these standards. SpinCo’s board of directors is expected to establish categorical standards to assist it in making its determination of director
independence. SpinCo expects these standards will provide that no director qualifies as “independent” unless the board of directors affirmatively determines
that the director has no material relationship with SpinCo or its subsidiaries (either directly or as a partner, shareholder or officer of an organization that has a
relationship with SpinCo or any of its subsidiaries). In making this determination, the board of directors will consider all relevant facts and circumstances,
including the following standards:
 

 •  a director is not independent if the director is, or has been within the last three years, an employee of SpinCo or its subsidiaries, or an immediate
family member is, or has been within the last three years, an executive officer of SpinCo or its subsidiaries;

 

 

•  a director is not independent if the director has received, or has an immediate family member who has received, during any 12-month period
within the last three years, more than $120,000 in direct compensation from SpinCo or its subsidiaries, other than director and committee fees
and pension or other forms of deferred compensation for prior service (provided such compensation is not contingent in any way on continued
service), and other than amounts received by an immediate family member for service as an employee (other than an executive officer);

 

 

•  a director is not independent if (A) the director or an immediate family member is a current partner of a firm that is SpinCo’s internal or external
auditor; (B) the director is a current employee of such a firm; (C) the director has an immediate family member who is a current employee of
such a firm and personally works on SpinCo’s or its subsidiaries’ audit; or (D) the director or an immediate family member was within the last
three years a partner or employee of such a firm and personally worked on SpinCo or its subsidiaries’ audit within that time;

 

 
•  a director is not independent if the director or an immediate family member is, or has been within the last three years, employed as an executive

officer of another company where any of the present executive officers of SpinCo or its subsidiaries at the same time serves or served on that
company’s compensation committee;

 

 
•  a director is not independent if the director is a current employee, or an immediate family member is a current executive officer, of a company

that has made payments to, or received payments from, SpinCo or its subsidiaries for property or services in an amount that, in any of the last
three fiscal years, exceeds the greater of $1 million, or two percent of such other company’s consolidated gross revenues; and

 

 
•  a director is not independent if the director is an executive officer of a charitable organization that received charitable contributions (other than

matching contributions) from SpinCo and its subsidiaries in the preceding fiscal year that are in excess of the greater of $1 million or 2 percent
of such charitable organization’s consolidated gross revenues.

SpinCo’s board of directors will assess on a regular basis, and at least annually, the independence of directors and, based on the recommendation of the
Nominating and Corporate Governance Committee, will make a determination as to which members are independent. References to “SpinCo” above include
any subsidiary in a consolidated group with SpinCo. The terms “immediate family member” and “executive officer” above are expected to have the same
meanings specified for such terms in the New York Stock Exchange listing standards.
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Committees of the Board of Directors

Effective upon the completion of the distribution, SpinCo’s board of directors will have the following standing committees: an Audit Committee, a
Compensation and Management Development Committee (“Compensation Committee”) and a Nominating and Corporate Governance Committee.

Audit Committee. Ronald Townsend, Mark E. Gaumond, James H. Miller, DeLyle W. Bloomquist, James Kirsch and Lisa Palumbo are expected to be the
members of the board’s Audit Committee. Mark E. Gaumond is expected to be the Audit Committee Chairman. The board of directors is expected to
determine that at least one member of the Audit Committee is an “audit committee financial expert” for purposes of the rules of the SEC. In addition, the
board is expected to determine that at least one member of the Audit Committee has accounting or related financial management expertise and that each
member is financially literate as required by NYSE rules. In addition, SpinCo expects that the board of directors will determine that each of the members of
the Audit Committee will be independent, as defined by the rules of the NYSE, Section 10A(m)(3) of the Exchange Act, and in accordance with the
company’s Corporate Governance Principles. The Audit Committee will meet at least quarterly and will assist the board of directors in fulfilling its oversight
responsibilities by reviewing and reporting to the board of directors on SpinCo accounting and financial reporting practices and the audit process, the quality
and integrity of the company’s financial statements, the independent auditors’ qualifications, independence, and performance, the performance of the
company’s internal audit function and internal auditors, and certain areas of legal and regulatory compliance.

Compensation Committee. C. David Brown, II, Thomas I. Morgan, Ronald Townsend, DeLyle W. Bloomquist and James Kirsch are expected to be the
members of the board’s Compensation Committee. Thomas I. Morgan is expected to be the Compensation Committee Chairman. The board of directors is
expected to determine that each member of the Compensation Committee will be independent, as defined by the rules of the NYSE and in accordance with
the company’s Corporate Governance Principles. In addition, SpinCo expects that the members of the Compensation Committee will qualify as “non-
employee directors” for purposes of Rule 16b-3 under the Exchange Act and as “outside directors” for purposes of Section 162(m) of the Code. The
Compensation Committee will assist the board of directors in carrying out the board’s responsibilities relating to the election and compensation of SpinCo’s
executive officers. This committee will also review, approve, and administer the incentive compensation plans in which any executive officer of SpinCo
participates and all of SpinCo’s equity-based plans. It may delegate the responsibility to administer and make grants under these plans to management, except
to the extent that such delegation would be inconsistent with applicable law or regulation or with the listing rules of the NYSE. The Compensation Committee
will have the sole authority, under its charter, to select, retain, and/or terminate independent compensation advisors.

Nominating and Corporate Governance Committee. C. David Brown, II, Mark E. Gaumond, James H. Miller, Thomas I. Morgan and Lisa Palumbo are
expected to be the members of the board’s Nominating and Corporate Governance Committee. James H. Miller is expected to be the Nominating and
Corporate Governance Committee Chairman. The board of directors is expected to determine that each of the members of the Nominating and Corporate
Governance Committee will be independent, as defined by the rules of the NYSE and in accordance with the company’s Corporate Governance Principles.
The Nominating and Corporate Governance Committee will assist the board of directors in identifying individuals qualified to become members of the board
of directors (consistent with the criteria approved by SpinCo’s board of directors), recommending director candidates for SpinCo’s board of directors and its
committees, developing and recommending Corporate Governance Principles to SpinCo’s board of directors, serving as a point of contact for shareholders,
and performing a leadership role in shaping SpinCo’s corporate governance. The Nominating and Corporate Governance Committee will also annually review
the compensation paid to the members of the board and give its recommendations to the full board regarding both the amount of director compensation that
should be paid and the allocation of that compensation between equity-based awards and cash. In recommending director compensation, the Nominating and
Corporate Governance Committee will take comparable director fees into account and review any arrangement that could be viewed as indirect director
compensation.
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The board of directors is expected to adopt a written charter for each of the Audit Committee, the Compensation Committee and the Nominating and
Corporate Governance Committee. These charters will be posted on SpinCo’s website in connection with the separation.

Compensation Committee Interlocks and Insider Participation

During the company’s year ended December 31, 2013, SpinCo was not an independent company, and did not have a compensation committee or any
other committee serving a similar function. Decisions as to the compensation of those who currently serve as SpinCo’s executive officers were made by
Rayonier, as described in the section of this information statement captioned “Compensation Discussion and Analysis.”

Corporate Governance

Stockholder Recommendations for Director Nominees

SpinCo’s amended and restated bylaws will contain provisions that address the process by which a stockholder may nominate an individual to stand for
election to the board of directors. SpinCo expects that the board of directors will adopt a policy concerning the evaluation of stockholder recommendations of
board candidates by the Nominating and Corporate Governance Committee.

Corporate Governance Principles

The board of directors is expected to adopt a set of Corporate Governance Principles in connection with the separation to assist it in guiding SpinCo’s
governance practices. These practices will be regularly re-evaluated by the Nominating and Corporate Governance Committee in light of changing
circumstances in order to continue serving the company’s best interests and the best interests of its stockholders.

Communicating with the Board of Directors

SpinCo’s Corporate Governance Principles will include procedures by which stockholders and other interested parties who would like to communicate
their concerns to one or more members of SpinCo’s board of directors, a board committee, the lead director or the independent non-management directors as a
group may do so by writing to any such party at SpinCo, c/o Corporate Secretary, 1301 Riverplace Boulevard, Suite 2300 Jacksonville, FL 32207. All
concerns received will be appropriately forwarded and, if deemed appropriate by the Corporate Secretary, may be accompanied by a report summarizing such
concerns.

Director Qualification Standards

SpinCo’s Corporate Governance Principles will provide that the Nominating and Corporate Governance Committee is responsible for reviewing with
SpinCo’s board of directors the appropriate skills and characteristics required of board members in the context of the makeup of the board of directors and
developing criteria for identifying and evaluating board candidates.

The process that the Nominating and Corporate Governance Committee will use to identify a nominee to serve as a member of the board of directors will
depend on the qualities being sought. From time to time, SpinCo may engage an executive search firm to assist the committee in identifying individuals
qualified to be board members. The committee will consider the knowledge, experience, diversity, and personal and professional integrity of potential
directors, as well as their willingness to devote the time necessary to effectively carry out the duties and responsibilities of membership on the board. The
committee may reevaluate the relevant criteria for board membership from time to time in response to changing business factors or regulatory requirements.
The full board of directors will be responsible for selecting candidates for election as directors based on the recommendation of the Nominating and
Corporate Governance Committee.
 

88



Table of Contents

Lead Director

The lead director will facilitate communication with the board of directors and will preside over regularly conducted executive sessions of the
independent directors or sessions where the chairman of the board is not present. It will be the role of the lead director to review and approve matters, such as
agenda items, schedule sufficiency, and, where appropriate, information provided to other board members. The lead director will be chosen by and from the
independent members of the board of directors, and will serve as the liaison between the chairman and the independent directors; however, all directors will
be encouraged to consult with the chairman on each of the above topics as well. Mr. Brown is expected to be named SpinCo’s lead director. The lead director,
and each of the other directors, will be expected to communicate regularly with the Chairman and Chief Executive Officer regarding appropriate agenda
topics and other board related matters. The lead director also has the authority to call meetings of the independent directors and, if requested by major
stockholders, will ensure that he or she is available for consultation and direct communication.

Oversight of Risk

SpinCo will oversee risk management by annually appointing the members of an Enterprise Risk Management Committee, which will consist of senior
executives chaired by the Chief Executive Officer, who will also serve as SpinCo’s Chief Risk Officer. The Enterprise Risk Management Committee in turn
will appoint the members of business unit and staff function-level risk assessment and mitigation teams, which will continually identify and assess the
material risks facing their respective business or function and submit semi-annual reports to the Enterprise Risk Management Committee. These reports will
form the basis for the Enterprise Risk Management’s annual risk assessment, which will be reported to the Audit Committee for review and evaluation of
mitigation strategies.

Policies on Business Ethics

In connection with the separation, SpinCo will adopt a Standard of Ethics and Code of Corporate Conduct (“Code of Conduct”) that requires all its
business activities to be conducted in compliance with laws, regulations, and ethical principles and values. All directors, officers, and employees of SpinCo
will be required to read, understand, and abide by the requirements of the Code of Conduct. The Code of Conduct will be accessible on the company’s
website. Any waiver of the Code of Conduct for directors or executive officers may be made only by the SpinCo’s board of directors. SpinCo will disclose
any amendment to, or waiver from, a provision of the Code of Conduct for the principal executive officer, principal financial officer, principal accounting
officer or controller, or persons performing similar functions, on the company’s website within four business days following the date of the amendment or
waiver. In addition, SpinCo will disclose any waiver from the Code of Conduct for the other executive officers and for directors on the website.

Procedures for Treatment of Complaints Regarding Accounting, Internal Accounting Controls, and Auditing Matters

In accordance with the Sarbanes-Oxley Act of 2002, SpinCo expects that its Audit Committee will adopt procedures for the receipt, retention, and
treatment of complaints regarding accounting, internal accounting controls, and auditing matters and to allow for the confidential, anonymous submission by
employees and others of concerns regarding questionable accounting or auditing matters.
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COMPENSATION DISCUSSION AND ANALYSIS

Introduction

As discussed above, SpinCo is currently part of Rayonier and not an independent company, and its compensation committee has not yet been formed.
This Compensation Discussion and Analysis describes the historical compensation practices of Rayonier and attempts to outline certain aspects of SpinCo’s
anticipated compensation structure for its senior executive officers following the separation. While SpinCo has discussed its anticipated programs and policies
with the Compensation and Management Development Committee of Rayonier’s board of directors (the “Rayonier Compensation Committee”), they remain
subject to the review and approval of SpinCo’s own compensation committee (the “SpinCo Compensation Committee”).

The employees who are expected to be appointed to serve as SpinCo’s Chief Executive Officer, Senior Vice President, Advanced Materials, Senior Vice
President, General Counsel and Corporate Secretary, and Senior Vice President, Public Affairs and Communications are identified below, and each of such
individuals is currently an executive officer of Rayonier. The historical decisions relating to their compensation as executive officers of Rayonier in 2013 and
prior years have been made by the Rayonier Compensation Committee. Following the separation, the compensation of SpinCo’s executive officers will be
determined by the SpinCo Compensation Committee consistent with the compensation and benefit plans, programs and policies adopted by SpinCo.

For purposes of the following Compensation Discussion and Analysis and executive compensation disclosures, the individuals listed below are
collectively referred to as SpinCo’s or our “named executive officers.” They are SpinCo’s Chief Executive Officer, Senior Vice President, Advanced
Materials, Senior Vice President, General Counsel and Corporate Secretary, and Senior Vice President, Public Affairs and Communications. Their
compensation is disclosed in the tables following this discussion and analysis.
 

 •  Paul G. Boynton, SpinCo Chairman, President and Chief Executive Officer. Prior to the separation, Mr. Boynton served as Rayonier’s
Chairman, President and Chief Executive Officer.

 

 •  Jack M Kriesel, SpinCo Senior Vice President, Advanced Materials. Prior to the separation, Mr. Kriesel served as Rayonier’s Senior Vice
President, Performance Fibers.

 

 •  Michael R. Herman, SpinCo Senior Vice President, General Counsel and Corporate Secretary. Prior to the separation, Mr. Herman served as
Rayonier’s Senior Vice President, General Counsel and Assistant Secretary.

 

 •  Charles H. Hood, SpinCo Senior Vice President, Public Affairs and Communications. Prior to the separation, Mr. Hood served as Rayonier’s
Senior Vice President, Public Affairs and Communications.

Additional information about SpinCo’s expected senior executive team following the separation is set forth in the section of this information statement
captioned “Management-Executive Officers Following the Separation.”

In June 2014, Benson K. Woo was hired to serve as Senior Vice President and Chief Financial Officer of SpinCo following the separation. Since he was
not employed by Rayonier or SpinCo prior to 2014, SpinCo has not included any details with respect to his compensation in this Compensation Discussion
and Analysis, although the terms of his compensation with SpinCo are described in the section of this information statement captioned “Executive
Compensation—SpinCo CFO Compensation.” While the focus of the following disclosure is on the compensation for the four SpinCo named executive
officers identified above who are historic executive officers of Rayonier, the types of compensation and benefits provided to them are generally similar to
those that will likely be provided to any other individuals who are identified to serve as executive officers of SpinCo upon the separation, including Mr. Woo.
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Initially, SpinCo’s compensation policies will be substantially the same as those employed by Rayonier. The SpinCo Compensation Committee will
review these policies and practices, and, it is expected, will make adjustments to support SpinCo’s strategies and to remain market competitive. The following
sections of this Compensation Discussion and Analysis describe Rayonier’s compensation philosophy, policies and practices as they applied to the four
SpinCo named executive officers identified above during 2013.

Roles of the Rayonier Compensation Committee, Management and Advisors

Historically

The Rayonier Compensation Committee has responsibility for establishing Rayonier’s compensation philosophy and for monitoring adherence to it. The
Rayonier Compensation Committee reviews and approves compensation levels for all Rayonier executive officers, including our named executive officers, as
well as all compensation, retirement, perquisite and benefit programs applicable to such officers.

The Rayonier Compensation Committee establishes annual performance objectives for the Chief Executive Officer, evaluates his accomplishments and
performance against those objectives, and, based on such evaluation, makes recommendations regarding his compensation for approval by the independent
members of Rayonier’s board of directors. All of these functions are set forth in the Rayonier Compensation Committee Charter, which appears on Rayonier’s
website (www.rayonier.com) and is reviewed annually by the Rayonier Compensation Committee.

The Rayonier Compensation Committee’s work is accomplished through a series of meetings, following a regular calendar schedule to ensure that all
major elements of compensation are appropriately considered and that compensation and benefit programs are properly designed, implemented and
monitored. Special meetings are held as needed to address matters outside the regular compensation cycle.

Working with the Rayonier Compensation Committee Chair, Rayonier’s Senior Vice President, Human Resources, Director, Compensation, Benefits and
Employee Services and Corporate Secretary prepare an agenda and supporting materials for each meeting. These employees, along with Mr. Boynton,
generally attend the Rayonier Compensation Committee meetings by invitation, but are excused for executive sessions. The Rayonier Compensation
Committee invites other members of management to attend meetings as it deems necessary to cover issues within their specific areas of expertise or
responsibility.

The Rayonier Compensation Committee also seeks advice and assistance from compensation consultants and outside counsel. The Rayonier
Compensation Committee has engaged Exequity, LLP (“Exequity”) to provide advice, relevant market data and best practices to consider when making
compensation decisions, including decisions involving the Chief Executive Officer and the programs applicable to senior executives generally. Exequity also
provides the Rayonier Compensation Committee meaningful input on program design features and the balance of pay among the various components of
executive compensation. Exequity provides no additional services to the Rayonier Compensation Committee. The Rayonier Compensation Committee has
assessed the independence of Exequity against the specific criteria under applicable SEC and NYSE rules and determined that no conflict of interest is raised
by Exequity’s work for the Rayonier Compensation Committee. Total fees paid to Exequity by Rayonier for services in 2013 were $60,545.

Going Forward

As noted above, following the separation, the SpinCo Compensation Committee that will be responsible for establishing the programs and policies
applicable to the SpinCo executive officers, including the applicable performance goals, and making the compensation decisions thereunder. Immediately
following the separation, it is expected that the SpinCo Compensation Committee Charter will be substantially similar to the Rayonier Compensation
Committee Charter. Following the separation, the SpinCo Compensation Committee will need to select compensation consultants and other advisors and may
initially choose to use the same consultants and advisors as those used by the Rayonier Compensation Committee.
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Compensation Philosophy and Objectives

Historically

The cornerstone of Rayonier’s compensation philosophy is to provide a substantial majority of senior executive compensation in the form of “at risk”
performance-based incentives. For 2013, the portion of total target compensation (which is comprised of base salary and targeted annual and long-term
incentive award levels) for our named executive officers allocated to such incentives ranged between 63% and 83%. Rayonier has no pre-established policy or
target for the allocation between either cash and non-cash or short-term and long-term incentive compensation.

Rayonier’s compensation philosophy emphasizes “pay for performance” programs designed to reward superior financial performance and sustained
increases in the value of Rayonier’s shareholders’ investment in Rayonier, while recognizing the need to maintain competitive base pay, retirement,
healthcare, severance and other fixed compensation programs. Rayonier strives to use long-term incentive compensation, rather than base salary or annual
cash bonuses, to provide executives with an above-median compensation opportunity if they can, over time, drive increases in shareholder value and
outperform Rayonier’s peers on a relative total shareholder return basis.

The primary components of Rayonier’s “at risk” performance-based incentives are long-term stock-based awards, specifically stock options and
performance shares. The ultimate value of these awards to the executive is dependent upon Rayonier’s performance in delivering value to Rayonier’s
shareholders both in absolute terms (through stock options) and relative to Rayonier’s peers (through performance shares). Rayonier believes that tying a
majority of the senior executives’ compensation directly to its ability to deliver shareholder value over a meaningful period of time is a powerful tool to
(1) properly align management interests with those of Rayonier’s investors, (2) promote an “ownership” mentality among Rayonier’s executives that fosters
the long-term perspective necessary for sustained success, and (3) minimize the possibility that its incentive programs could promote excessive risk taking.

Annual stock-based award grants are made, and the exercise price for options is set, on the first trading day of the year to remove discretion and avoid
any concern that awards are “timed” to take advantage of market fluctuations or Rayonier’s announcements, and Rayonier’s plans do not allow “repricing” of
stock options. All of Rayonier’s corporate officers, including our named executive officers, are subject to minimum share ownership requirements and share
retention mandates relating to Rayonier common shares until such requirements are fully met. The Rayonier Compensation Committee receives a report at
each regular meeting showing the current number and value of all Rayonier shares owned by each senior executive, as well as vested and unvested equity
awards.

Short-term incentives for our named executive officers consist of an annual cash bonus based on Rayonier’s performance against budgeted earnings and
cash flow metrics and the Rayonier Compensation Committee’s assessment of management’s performance in obtaining identified strategic objectives.
Rayonier also provides a competitive base salary and benefit package.

Our named executive officers do not have employment agreements with Rayonier and, with the exception of accrued pension benefits, all of their
compensation and benefits are subject to modification or cancellation by the Rayonier Compensation Committee. Perquisites provided to our named
executive officers by Rayonier are limited to annual physical examinations and reimbursement of tax and financial planning expenses, subject to an annual
dollar cap.

Going Forward

As noted above, since the SpinCo Compensation Committee has not yet been formed, the policies and executive compensation philosophy at SpinCo will
be developed and established by the SpinCo Compensation
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Committee after the separation. It is, however, currently expected that after the separation, the framework of SpinCo’s executive compensation program will
be similar to Rayonier’s, and will be comprised of base salaries, an annual performance-based bonuses and long-term incentive awards in the form of stock
options and performance shares in respect of SpinCo common stock. In connection with the separation, SpinCo expects to adopt compensation and benefit
plans, including the SpinCo 2014 Equity Incentive Plan (subject to the approval of Rayonier prior to the separation, in its capacity as SpinCo’s sole
stockholder) and the SpinCo Non-Equity Incentive Plan, which plans will initially be substantially similar to those in effect at Rayonier before the separation.
Following the separation, the SpinCo Compensation Committee will administer and make determinations under the SpinCo compensation plans consistent
with SpinCo’s business needs and goals. Additional information about the SpinCo 2014 Equity Incentive Plan and the SpinCo Non-Equity Incentive Plan is
set forth in the sections of this information statement captioned “SpinCo 2014 Equity Incentive Plan” and “SpinCo Non-Equity Incentive Plan,” respectively.

How Executive Compensation Is Set

Historically

The Rayonier Compensation Committee evaluates and balances each of the primary components of Rayonier’s executive compensation program. The
role of each such component is discussed separately below, together with factors considered in the setting of executive compensation.

Setting Base Salary. Rayonier provides cash base salaries to meet competitive market demands based on each executive’s position, skills and experience.
Each year, the Rayonier Compensation Committee reviews the base salary of Mr. Boynton and the other named executive officers. In making adjustments (or,
in the case of Mr. Boynton, recommendations to Rayonier’s non-management directors for adjustment) to base salary levels, the Rayonier Compensation
Committee considers:
 
 •  budgeted levels for annual salary merit and equity adjustments;
 
 •  the executive’s level of responsibilities;
 
 •  the executive’s experience and breadth of knowledge;
 
 •  the executive’s individual performance as assessed through annual performance reviews;
 
 •  the executive’s role in management continuity and development plans;
 
 •  the perceived retention risk; and
 
 •  internal pay equity factors.

Setting Annual Bonus Opportunities. Rayonier also provides cash compensation in the form of annual bonus incentives, which are designed to reward
executives based on Rayonier’s financial performance against key budgeted financial metrics, and the attainment of identified strategic objectives. This is
accomplished each year by the Rayonier Compensation Committee adopting an Annual Corporate Bonus Program, which provides for a target bonus award
for each Rayonier executive, including our named executive officers, based on salary grade, under the Rayonier Non-Equity Incentive Plan (the “Bonus
Plan”).

Setting Long-Term Incentive Compensation. The Rayonier Incentive Stock Plan (the “Stock Plan”), allows the Rayonier Compensation Committee the
flexibility to award long-term compensation incentives through a variety of equity-based awards. The Rayonier Compensation Committee has historically
chosen to award primarily stock options and performance shares. The Rayonier Compensation Committee’s objective in granting such awards is to provide a
strong incentive to Rayonier’s executives, including our named executive officers, to focus on the ongoing creation of shareholder value by offering above-
median compensation opportunities for
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sustained increases in Rayonier’s market valuation and out-performance of Rayonier’s peers on a total shareholder return basis. These award opportunities
allow Rayonier to offer a competitive overall compensation package, and also further opportunities for share ownership by Rayonier’s executives in order to
increase their proprietary interest in Rayonier and, as a result, their interest in Rayonier’s long-term success and commitment to creating shareholder value.
The three-year vesting and payment periods for Rayonier’s stock-based awards also provide a retention incentive for executives. Each year the Rayonier
Compensation Committee approves a dollar award value for each participating executive, which is converted into a specific number of stock options and
performance shares on the grant date as discussed under “Long-Term Incentive Compensation.”

Internal Pay Equity Factors. By “internal pay equity” Rayonier means that relative pay differences among the executives are consistent with different job
levels and responsibilities. Mr. Boynton, for example, holds the roles and responsibilities of Chairman, Chief Executive Officer and President. As a result, the
Rayonier Compensation Committee believes that he had substantially more responsibility and impact on shareholder value than any other named executive
officer over the last year. Therefore, the Rayonier Compensation Committee set his total 2013 compensation level appreciably higher in relation to that of
other named executive officers, but at a level the Rayonier Compensation Committee believes was appropriate and reflective of market practice.

Tax Considerations-Section 162(m). Section 162(m) of the Internal Revenue Code (the “Tax Code”) precludes a public corporation from taking a
deduction for compensation in excess of $1 million for Rayonier’s named executive officers (other than person serving as the chief financial officer) unless
certain criteria are satisfied. The Rayonier Compensation Committee considers the anticipated tax treatment to Rayonier in its review and establishment of
compensation programs and payments. However, deductibility of compensation is only one factor that the Rayonier Compensation Committee takes into
account in setting executive compensation terms and levels and, in an appropriate case, would not preclude an award that is not deductible.

Use of Peer Group and Other Compensation Data. Given the diversity of Rayonier’s businesses and its REIT structure, Rayonier competes with
companies across multiple industries for top executive-level talent. As such, the Rayonier Compensation Committee studies market norms among both forest
products industry peers and among comparably-sized general industry companies, and manages executive compensation within the ranges defined by these
two groups. However, the Rayonier Compensation Committee does not benchmark any individual executive’s compensation level to the median of any range
or to certain amounts or percentages of compensation, but consistent with Rayonier’s emphasis on providing “pay for performance,” generally expect
Rayonier’s base salary and annual bonus opportunities to be lower in the ranges and Rayonier’s long-term incentive award opportunities to be higher in the
ranges. Of course, variations from these general expectations may occur based on the expertise and experience level of a given executive as well as
individual, company and market factors.

Consistent with past practice, in setting 2013 compensation levels for senior executives, including each of the named executive officers, the Rayonier
Compensation Committee reviewed salary, annual bonus and long-term incentive compensation levels at both comparably-sized general industry companies
and industry peers. Specifically, Exequity, using Equilar’s database, performed a custom survey covering the 20 companies immediately above and the 20
companies immediately below Rayonier in the Standard & Poor’s 400 based on market capitalization (referred to in this discussion as the “Equilar Survey”).
Given the heavy asset management component of Rayonier’s businesses and the inherent variations in margins and revenues, Rayonier believes market
capitalization is currently a better measure of overall management responsibility than revenues. The companies included in the Equilar Survey are:

Airgas, Inc., Autoliv, Inc., Ball Corp., Bell Aliant Inc., Canadian Tire Corp, Ltd, CBRE Group, Inc, Cliffs Natural Resources, Core Laboratories N.V.,
Coventry Health Care, Equifax, Inc., Expedia, Inc., Flowserve Corp., Hospira, Inc., Huntington Bancshares Inc., IAMGOLD Corp., Iron Mountain Inc., J.B.
Hunt Transport Svcs, Inc., J.C. Penney Company, Inc., Jacobs Engineering Group, Inc., Masco Corp., MGM Resorts Int’l, Micron Technology, Inc., New
Gold, Newell Rubbermaid Inc., OGE Energy Corp., PulteGroup, Inc., ResMed Inc.,
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Royal Caribbean Cruises Ltd., Tesoro Corp., Tractor Supply Company, TRW Automotive Holdings Corp., Ulta Salon, Cosmetics & Fragrance, Inc., United
Continental Holdings, Unum Group, Varian Medical Systems, Inc., Whirlpool Corp., Whiting Petroleum Corp., Willis Group Holdings Public Ltd Co. and
Windstream Corp.

Rayonier also had Exequity perform a proxy review of compensation levels for named executive officers at each of the peer group companies under the
2012 Performance Share Award Program (the “2012 Industry Peers”)1. 2013 aggregate named executive officer target cash compensation fell between the
medians for the 2013 Industry Peers and the Equilar Survey, and aggregate targeted long-term incentives fell below the 75th percentiles for the two groups.

For 2013, any payouts under Rayonier’s Performance Share Award Program will be calculated based on the relative performance of Rayonier against a
custom peer group of 13 forest products, real estate and REIT companies (the “2013 Performance Share Peer Group”), chosen by the Rayonier Compensation
Committee as those most likely to be considered “operational competitors” of one or more of Rayonier’s core businesses, along with 2 relevant market
indices, (the S&P Midcap 400 Index and the NAREIT All Equity REIT Index). The 2013 Performance Share Peer Group consists of the following
companies: Buckeye Technologies, Mead-Westvaco, St. Joe Company, Deltic Timber, Neenah Paper, Tembec, Domtar, Plum Creek, Weyerhaeuser, Forestar,
Potlatch Corporation, International Paper and Sappi.

Going Forward

After the separation, the SpinCo Compensation Committee will adopt and develop practices and procedures with respect to compensation decisions
relating to base salary, annual bonus opportunities and long-term incentives within the framework of the compensation plans adopted by SpinCo, which at
least initially will be substantially similar to Rayonier’s compensation plans. In addition, the SpinCo Compensation Committee will need to evaluate the
relevance of peer data and determine the appropriate peer group, if any, for SpinCo following the separation.

Components of Executive Compensation for 2013

Historically

Looking at the four identified historic Rayonier named executive officers as a group, 73% of their 2013 target total compensation was allocated to “at
risk,” performance-based components consisting of annual bonus, performance shares and stock options, with the remaining 27% allocated to base salary.
Target non-cash compensation awarded to the Rayonier named executive officers in 2013 ranged from 47% to 65% of their target total compensation.
Rayonier believes this mix is both competitive within the marketplace and consistent with Rayonier’s executive compensation philosophy.

Base Salary. Base salary is the component of compensation that is fixed and intended to compensate Rayonier’s executives, based on their experience,
expertise and job responsibilities, for work performed during the fiscal year. Rayonier’s Annual Executive Salary Administration Plan, which sets budget
levels for annual salary merit and equity adjustments, is structured to be generally consistent with market trends based on published salary survey data.

On April 1, 2013, Mr. Boynton received an 18% increase, bringing his salary to $825,000. This increase was in recognition of his responsibilities as
Chairman, President and Chief Executive Officer of Rayonier as he began his second year in this role and to align his base salary with competitive market pay
for his position. The other three Rayonier named executive officer received salary increases averaging 4.6% for 2013. All salary adjustments were effective
April 1, 2013.
 
1 Buckeye Technologies, Deltic Timber, Domtar, Forestar, International Paper, Mead-Westvaco, Neenah Paper, Plum Creek, Potlatch Corporation, Sappi, St.

Joe Company, Tembec and Weyerhaeuser.
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Annual Bonus Awards. Payments under the Bonus Plan are based on Rayonier’s performance for the year with regard to: (1) key corporate financial
metrics measured against budgeted levels, and (2) identified strategic objectives.

Setting 2013 Target Bonus Awards. The Rayonier Compensation Committee established a target bonus for each named executive officer as a percentage
of base salary, with the applicable percentage set uniformly by salary grade. For 2013 the target bonus percentages of base salary for our named executive
officers were as follows: Mr. Boynton, 100%; Messrs. Herman and Kriesel, 61%; and Mr. Hood, 43%.

Under the Bonus Plan, the awards for named executive officers are funded at the maximum allowable award level, equal to 200% of target awards, once
threshold financial levels of performance are met. The funded award levels are then subject to adjustment by the Rayonier Compensation Committee’s
exercise of negative discretion based on performance against the financial and strategic performance metrics set at the beginning of the year, and a subjective
evaluation of the executive’s performance against individual performance objectives, also set at the beginning of the year. Individual objectives for 2013,
which consist of personal performance goals outside of the executive’s normal job responsibilities, were approved by the Rayonier Compensation Committee
for Mr. Boynton and by Mr. Boynton for the other named executive officers. This funding mechanism for named executive officers is a result of the Rayonier
Compensation Committee’s desire to have maximum flexibility in setting award levels for these executives within the limitations on discretionary
adjustments of performance-based awards under Section 162(m) of the Code.

Setting 2013 Performance Factors. The Rayonier Compensation Committee established performance factors for the 2013 Annual Corporate Bonus
Program (the “2013 Bonus Program”) prior to the beginning of the year. The performance factors were designed to focus management on the two financial
metrics considered most critical to Rayonier in measuring annual performance: Net Income and Cash Available for Distribution, or “CAD.” The Rayonier
Compensation Committee selected these financial metrics due to the importance of earnings and cash generation given Rayonier’s REIT structure and the
importance investors continue to place on Rayonier’s ability to pay, and grow, Rayonier’s dividend.

CAD measures Rayonier’s ability to generate cash that can be distributed to shareholders as dividends or used for strategic acquisitions, debt reduction or
share repurchases. Rayonier defines CAD as Cash Provided by Operating Activities2 adjusted for capital spending, the tax benefits associated with certain
strategic acquisitions, the change in committed cash, and other items which include cash provided by discontinued operations, proceeds from matured energy
forward contracts, excess tax benefits on stock based compensation and the change in capital expenditures purchased on account.

In exercising its discretion in determining the bonus award for each named executive officer, the Rayonier Compensation Committee’s initial
consideration is the level of the officer’s “formula award,” calculated based on actual performance against the financial metrics and strategic objectives,
weighted 80% and 20% respectively. Accordingly, such formula award is determined based 80% on Rayonier’s performance for the year with regard to Net
Income and CAD as measured against budgeted levels and weighted equally, and 20% based on Rayonier’s performance against identified strategic
objectives. The payout percentages calculated based on performance against the financial metrics and the strategic objectives are added together to create a
single measurement of performance that Rayonier calls its Corporate Performance Factor, or “CPF.”

Measuring 2013 Results-Accounting Adjustments. Before the Rayonier Compensation Committee approved the CPF and resulting bonus pool for 2013
bonus awards for named executive officers, Rayonier’s chief financial officer presented an analysis of all material unusual, nonrecurring and non-budgeted
items impacting the bonus calculation for review by the Rayonier Compensation Committee to determine whether, based on factors such as frequency,
foreseeability, manageability and past treatment, any particular item should be included or excluded
 
2 GAAP measure included in Rayonier’s Consolidated Statements of Cash Flow in Rayonier’s 2013 Financial Statements.
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from the calculation. For 2013, the adjustments resulted in a decrease in Net Income of $22.3 million and an increase in CAD of $28.5 million, with a
corresponding increase of financial performance versus budget from 106.8% to 110.2%.

Payout at target award levels for 2013 required achievement of Net Income of $276.8 million and CAD of $322.6 million, the annual budgeted amounts
approved by the Rayonier board of directors in December 2012, and the Rayonier Compensation Committee’s determination that performance against the
2013 strategic objectives (as identified by the Rayonier Compensation Committee in December 2012) were sufficient to warrant payout at target. The payout
scale for the financial metrics provides for a payout of 20% of target awards (16% weighted) at a threshold level of performance of 85% of budget, and a
maximum payout of 200% (160% weighted) at 120% of budget. Performance against the 2013 financial metrics, taking into account the Rayonier
Compensation Committee’s adjustments, was above target (112.7% of budgeted Net Income and 112.3% of budgeted CAD).

After assessing performance for 2013 against the identified strategic objectives, the Rayonier Compensation Committee approved a payout level of
24.4%, reflecting performance slightly exceeding expectations. The Rayonier Compensation Committee intends that the identified strategic objectives be
ambitious but achievable, with specific objective measures of success, consistent with the financial metrics component of the CPF calculation. Taking into
account both financial (weighted 80%) and strategic performance (weighted 20%), CPF for 2013 was 145%.

At the December 2013 meeting, the Rayonier Compensation Committee reviewed the projected available bonus pool and resulting “formula award”
levels. The Rayonier Compensation Committee also reviewed the overall “quality” of 2013 financial results, with management reporting on the primary
drivers of variances, both positive and negative, to key budget metrics. Following such analysis, the Rayonier Compensation Committee approved the
projected CPF and resulting bonus pool under the 2013 Bonus Program.

Final 2013 Bonus Awards. The final annual bonuses earned by our named executive officers for 2013 were approved by the Rayonier Compensation
Committee and, for Mr. Boynton, the non-management directors in February 2014, taking into account the level of each executive’s formula award and
attainment of his individual performance objectives. The final awards appear in the Summary Compensation Table, under the heading “Non-Equity Incentive
Plan Compensation.” Aggregate 2013 bonus awards for our named executive officers as a group were within 2% of the corresponding aggregate formula
awards, and individual named executive officer awards for 2013 reflected adjustments to formula awards ranging from 0% to plus 17%.

Long-Term Incentive Compensation. Long-term incentive awards for 2013 were approved at the Rayonier Compensation Committee’s December 2012
meeting for our named executive officers except Mr. Boynton, whose award was approved by the non-management directors at the Rayonier board of
directors December 2012 meeting. The awards are reflected in the Summary Compensation Table and the “Grants of Plan-Based Awards” table.

For senior executives, 2013 stock option and performance share award levels were based on three factors:
 

 (1) the aggregate dollar value of the total long-term incentive award opportunity for the executive approved by the Rayonier Compensation
Committee, or, for Mr. Boynton, the non-management directors;

 
 (2) the Rayonier Compensation Committee’s allocation of that total value between stock options and performance share awards; and
 
 (3) the value of a stock option and performance share award calculated at the grant date of January 2, 2013.

For award purposes, the value of a stock option was based on the Black-Scholes valuation model, which is the same method that is used in Rayonier’s
financial statements. The value of a performance share was
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determined based on the closing price of Rayonier stock on the grant date. Consistent with applicable accounting rules, Rayonier uses a different performance
share valuation model for financial statement purposes, which is derived from a simulation model run after the awards are made.

For 2013, the Rayonier Compensation Committee approved an increase in long-term incentive award values for Mr. Boynton to align his long-term
incentive award with competitive market pay for his position at Rayonier. When compared to the 2012 long-term incentive award values, Mr. Boynton’s
award increased by $500,000. Long-term incentive award values for Messrs. Kriesel and Herman were held at 2012 levels and the award value for Mr. Hood
increased by $80,000.

For 2013, the Rayonier Compensation Committee maintained the allocation of long-term incentive grant date value at 80% to performance share awards
and 20% to stock options, consistent with the Rayonier Compensation Committee’s belief that Rayonier’s relative total shareholder return versus its
operational peers and key market indices, over a meaningful period of time, is the single best measure of overall management performance.

The long-term incentive award values approved by the Rayonier Compensation Committee for each participant, including each of the named executive
officers, were converted into a specified number of stock options and performance shares on January 2, 2013 using the Black-Scholes value and closing
Rayonier share price as discussed above.

Stock Options. Stock option awards to our named executive officers in 2013 are shown on the “Grants of Plan-Based Awards” table. Rayonier’s stock
option award program helps us:
 
 •  motivate and reward superior performance on the part of executives and key employees;
 
 •  directly link the creation of shareholder value and long-term executive incentive compensation;
 
 •  encourage increased stock ownership in Rayonier by executives; and
 
 •  maintain competitive levels of total compensation.

Each December, the Rayonier Compensation Committee approves the grant date dollar value of the annual stock option award for the upcoming year for
selected executives and key employees (other than Mr. Boynton, whose award value is approved by the non-management directors), as well as the award date,
on which the exercise price for the award is set. For annual grants the award date has historically been the first trading day in January. Accordingly, Rayonier
does not backdate stock options, grant options retroactively or coordinate grants so that they are made before the announcement of favorable information, or
after the announcement of unfavorable information. For 2013, options to purchase 68,990 shares of Rayonier stock were awarded to our named executive
officers as a group.

Performance Shares. Grants of performance share awards for our named executive officers in 2013 are shown on the “Grants of Plan-Based Awards”
table. Rayonier’s Performance Share Award Program helps Rayonier to:
 
 •  focus executives on the long-term creation of shareholder value;
 
 •  provide a retention incentive for our named executives officers;
 
 •  provide an opportunity for our named executive officers to increase their stock ownership in Rayonier; and
 
 •  maintain competitive levels of total compensation.

As discussed above, 80% of the aggregate grant date dollar value of the annual long-term incentive award for each executive, as approved by the
Rayonier Compensation Committee (or, for Mr. Boynton, by
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non-management directors), is allocated to a performance share award. This target award level, expressed as a number of shares of Rayonier stock, is
determined at the beginning of a 36-month performance period. Awards are approved by the Rayonier Compensation Committee (or, for Mr. Boynton, the
non-management directors) in December and the performance period begins on the following January 1. Awards granted for the performance period
beginning January 1, 2013 (and ending December 31, 2015) are referred to as the “2013 Class” of performance share awards. 2013 Class target awards
totaling 73,420 shares were awarded to our named executive officers as a group.

The payout, if any, will be based on the level of economic return Rayonier produces for its shareholders (referred to as “Total Shareholder Return”, or
“TSR”) as compared to that produced by the 2013 Performance Share Peer Group companies listed in the “Use of Peer Group and Other Compensation Data”
section of this discussion and analysis, and the two selected market indices (the S&P Midcap 400 Index and the NAREIT All Equity REIT Index) during the
same period. TSR is calculated for the performance period based upon the return on a hypothetical investment in Rayonier shares versus the return on an
equal hypothetical investment in each of the peer companies and indices, in all cases assuming reinvestment of dividends. The 2013 Class awards will be paid
out, if at all, in January 2016 after the end of the performance period on December 31, 2015, based on Rayonier’s percentile TSR performance against the
2013 Performance Share Peer Group, as follows:
 
    Percentile Rank      Payout Level (Expressed As Percent of Target Award)
80th and Above   200%
61st - 79th   100%, plus 5% for each incremental percentile position over the 60th Percentile
60th   100%
31st - 59th   30%, plus 2.33% for each incremental percentile position over the 30th Percentile
30th   30%
Below 30th   0%

The Rayonier Compensation Committee annually considers the terms of Rayonier’s Performance Share Program and seeks to ensure that awards provide
appropriate and competitive incentives and that the peer group is representative of Rayonier’s businesses.

Going Forward

After the separation, the SpinCo Compensation Committee will adopt and develop practices and procedures with respect to compensation decisions
relating to base salary, annual bonus opportunities and long-term incentives within the framework of the compensation plans adopted by SpinCo, which
initially will be substantially similar to Rayonier’s compensation plans. Additional information about the SpinCo Incentive Stock Plan and SpinCo Non-
Equity Incentive Plan is set forth in the sections of this information statement captioned “SpinCo Incentive Stock Plan” and “SpinCo Non-Equity Incentive
Plan,” respectively. The SpinCo Compensation Committee will develop a process for establishing financial and non-financial performance goals that will be
structured around the business goals of SpinCo and will provide appropriate incentives to the SpinCo executive officers following the separation. SpinCo
expects that the target levels for the annual incentive and long-term incentive compensation opportunities of SpinCo’s named executive officers following the
separation will be set based on each named executive officer’s post-separation level of responsibility and competitive market rates.

In addition, in connection with the separation, outstanding Rayonier equity awards held by SpinCo employees generally, including our named executive
officers, will be treated as follows:
 

 
•  Rayonier stock options will be converted into both adjusted Rayonier stock options and SpinCo stock options, with adjustments made to

preserve the aggregate intrinsic value of the Rayonier stock options as measured immediately before and immediately after the separation,
subject to rounding.

 
99



Table of Contents

 •  Rayonier restricted stock awards will be retained and will also receive the distribution of SpinCo shares that applies to Rayonier shareholders
generally.

 

 

•  Rayonier performance share awards granted in 2012 (with a 2012-2014 performance period) will be split into both Rayonier performance share
awards and SpinCo performance share awards and will continue to be subject to the same performance criteria as applied immediately prior to
the separation, except that total shareholder return at the end of the performance period will be based on the combined stock prices of Rayonier
and SpinCo and any payment earned will be made to the applicable award holder in Rayonier common shares and shares of SpinCo common
stock.

 

 

•  Rayonier performance share awards granted in 2013 (with a 2013-2015 performance period) will be cancelled as of the distribution date and,
following the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective
employees with SpinCo time-vested equity awards that will vest 24 months after the distribution date, generally subject to the SpinCo
employee’s continued employment. The value of each time-vested equity award will be equivalent to the grant date value of the performance
share award that it replaces, subject to rounding.

 

 

•  Rayonier performance share awards granted in 2014 (with a 2014-2016 performance period) will be cancelled as of the distribution date and,
following the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective
employees with SpinCo performance share awards, which will be subject to the achievement of performance criteria that relate to the
performance fibers business during a performance period ending December 31, 2016. The value of each replacement performance share award
will be equivalent to the grant date value of the performance share award that it replaces, subject to rounding.

Retirement Plans and Programs

Historically

Rayonier maintains the following plans and programs to provide retirement benefits to salaried employees, including the named executive officers:
 
 •  the Rayonier Investment and Savings Plan for Salaried Employees;
 
 •  the Retirement Plan for Salaried Employees of Rayonier;
 
 •  the Rayonier Excess Benefit Plan;
 
 •  the Rayonier Salaried Retiree Medical Plan; and
 
 •  the Rayonier Excess Savings and Deferred Compensation Plan.

The Retirement Plan for Salaried Employees of Rayonier and the Rayonier Salaried Retiree Medical Plan were closed to new employees on January 1,
2006. All of our named executive officers participate in the Retirement Plan for Salaried Employees.

The benefits available under these plans are intended to provide income replacement after retirement, either through a defined pension benefit,
withdrawals from a 401(k) plan or deferred compensation, as well as access to quality healthcare. Rayonier places great value on the long-term commitment
that many of Rayonier’s employees and named executive officers have made to Rayonier and wish to incentivize them to remain with Rayonier with a focus
on building sustainable value over the long-term. Therefore, Rayonier has determined that it is appropriate to provide employees with competitive retirement
benefits as part of their overall compensation package.

Rayonier’s retirement plans are designed to encourage employees to take an active role in planning, saving and investing for retirement. For a detailed
description of Rayonier’s retirement plans, see the discussion
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following the “Pension Benefits” table. The Rayonier Excess Savings and Deferred Compensation Plan is designed to provide eligible executives with a
convenient and efficient opportunity to save for retirement or other future events, such as college expenses, while deferring applicable income taxes until
withdrawal. For a detailed description of the Rayonier Excess Savings and Deferred Compensation Plan, see the discussion following the “Nonqualified
Deferred Compensation” table.

The Rayonier Salaried Retiree Medical Program provides salaried employees eligible for retirement with access to an employer-sponsored healthcare
plan funded entirely by the plan participants. This benefit is extended on an equivalent basis to all eligible retirees.

The Rayonier Compensation Committee reviews these retirement benefit programs periodically to evaluate their continued competitiveness. However,
these programs are generally not considered in setting the level of key elements of compensation for the named executive officers.

Going Forward

After the separation, the retirement benefit programs in effect for the named executive officers of at SpinCo will initially have substantially the same
terms as the retirement benefit programs in effect for the executive officers at Rayonier prior to the separation. As described in the section entitled “Certain
Relationships and Related Person Transaction—Employee Matters Agreement” of this registration statement, SpinCo has agreed to maintain (1) welfare
benefit arrangements that are substantially similar in the aggregate to those provided by Rayonier to the employees who will become SpinCo employees
immediately prior to the separation, through at least December 31, 2014 and (2) retirement benefit arrangements that provide benefits that are no less
favorable than those provided by Rayonier to the employees who will become SpinCo employees immediately prior to the separation through at least
December 31, 2015.

Severance and Change in Control Plans

Historically

Severance Pay Plan. The Severance Pay Plan for Salaried Employees provides severance benefits to all salaried employees of Rayonier, including the
named executive officers, in the event their employment is terminated (other than “for cause” and other non-qualifying terminations defined in the plan).
Upon execution of a satisfactory separation agreement, the severance benefit available to a named executive officer may range from 17 weeks to 26 weeks of
base salary, plus an additional week of base salary for each year of service over one year.

Executive Severance Pay Plan. The Rayonier Compensation Committee recognizes that, as with all publicly-traded corporations, there exists the
possibility of a change in control of Rayonier and that the uncertainty created by that possibility could result in the loss or distraction of senior executives, to
the detriment of Rayonier and Rayonier’s shareholders. The Executive Severance Pay Plan, referred to in this discussion as the “Executive Plan,” reflects the
Rayonier Compensation Committee’s view that it is critical for executive retention to be encouraged and that the continued attention and dedication to duty of
Rayonier’s senior executives be fostered, notwithstanding the possibility, threat, rumor or occurrence of a change in control of Rayonier. In addition, the
Executive Plan is intended to align executive and shareholder interests by enabling executives to consider corporate transactions that may be in the best
interests of Rayonier’s shareholders and other constituents without undue concern over whether the transaction would jeopardize the executives’ own
employment or significantly disrupt or change the culture or environment of their employment.

The Executive Plan achieves these objectives by providing benefits to eligible executives designated by the Rayonier Compensation Committee, which
currently includes our named executive officers, in the event of a
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change in control of Rayonier. The benefits include the vesting of outstanding stock option, performance share and restricted stock awards, without regard to
whether or not the executive continues to be employed by Rayonier. In addition, if the executive is involuntarily terminated (other than “for cause”) within 24
months of the change in control, he or she will be entitled to enhanced severance benefits, which depend on the executive’s status as a Tier I or Tier II
executive of Rayonier. The Executive Plan also provides that in the event of the imposition of an excise tax on the benefits paid, such benefits are to be
“grossed-up” through the payment of an additional amount so that the executive would receive the same amount after tax as he or she would have received
had there been no excise tax imposed.

The Rayonier Compensation Committee reviews the Executive Plan annually and retains the discretion to terminate the Executive Plan, or to include or
exclude any executive, including any named executive officer, at any time prior to a change in control. At the present time, Messrs. Boynton, Kriesel and
Herman are included as Tier I executives in the Rayonier Executive Plan, and Mr. Hood is included as a Tier II executive.

The potential payments under the Executive Plan are calculated in the “Potential Payments Upon Termination or Change In Control” table. Such
potential payments do not affect the Rayonier Compensation Committee’s decisions regarding executive compensation, including base salary, annual bonus
and long-term incentive award levels.

Going Forward

After the separation, the severance benefit programs in effect for the named executive officers of SpinCo will initially have substantially the same terms
as the severance benefit programs in effect for the executive officers at Rayonier prior to the separation. As described below in the section entitled “Certain
Relationships and Related Person Transactions—Employee Matters Agreement,” SpinCo has agreed to maintain executive severance arrangements that
provide benefits that are no less favorable than those provided by Rayonier to the eligible employees who will become SpinCo employees as in effect
immediately prior to the separation through at least December 31, 2015.

Perquisites and Personal Benefits

Historically

Rayonier provides our named executive officers with limited perquisites that the Rayonier Compensation Committee reviews annually. Under Rayonier’s
perquisites program, in addition to personal benefits that are available broadly to Rayonier’s employees, our named executive officers are eligible to
participate in the following two programs:
 

 •  Executive Physical Program – Each executive-level employee of Rayonier is required to have a physical examination every other year until age
50, and every year after 50.

 

 

•  Senior Executive Tax and Financial Planning Program – This program provides reimbursement to nine senior executives of Rayonier (including
our named executive officers) for expenses incurred for financial and estate planning and for preparation of annual income tax returns.
Reimbursements are taxable to the recipient, and are not grossed-up for tax purposes. The annual reimbursement limit for 2013 was $25,000 for
Mr. Boynton and $10,000 for all other participants.

The total cost of these programs to Rayonier with regard to our named executive officers for 2013 was $62,576. Rayonier does not pay car allowances
(or provide company cars), personal club membership dues, home security expenses or allow personal use of chartered aircraft.

Going Forward

After the separation, the perquisite and personal benefit programs in place at SpinCo will initially be substantially similar to those in place at Rayonier
prior to the separation.
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Share Ownership and Retention Requirements; Prohibition on Hedging or Pledging Share Ownership

Historically

Rayonier believes that share ownership requirements help to further focus the senior management team on the long-term success of Rayonier’s
businesses and the interests of Rayonier’s shareholders. All Rayonier executives at the Vice President level and higher are required to acquire and hold, within
five years after taking such position, Rayonier shares with a value equal to a designated multiple of their base salary. There are four tiers within Rayonier’s
senior management covered by ownership requirements. For the Chief Executive Officer, the requirement is six times base salary; for Executive Vice
Presidents, three; for Senior Vice Presidents, two; and for Vice Presidents, one. Rayonier also requires that each director, within four years of joining
Rayonier’s board of directors, maintain a minimum ownership interest in Rayonier at a level equal to four times the director’s annual equity retainer. Prior to
satisfying his or her ownership requirement, a director or executive is prohibited from selling any Rayonier shares other than shares withheld or sold to satisfy
taxes in connection with a performance share payout or stock option exercise.

As of March 1, 2014, all Rayonier directors and officers were in compliance with Rayonier’s share ownership and retention requirements.

In addition, Rayonier’s executive officers and directors are not permitted to hedge their economic exposure to Rayonier’s common shares, to hold their
ownership interests in Rayonier’s common shares in a margin account or to otherwise pledge their common shares as collateral for a loan.

Going Forward

After the separation, the SpinCo board of directors will adopt share ownership and retention requirements and similar policies to be applicable to the
SpinCo executive officers with respect to their SpinCo common stock that will be driven by the considerations described above with respect to Rayonier’s
policies.
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EXECUTIVE COMPENSATION

Historical Compensation of Executive Officers Prior to the Separation

The four currently identified SpinCo named executive officers listed above were employed by Rayonier prior to the separation; therefore, the information
provided for the fiscal years 2013, 2012 and 2011 below reflects compensation earned at Rayonier and the design and objectives of the Rayonier executive
compensation programs in place prior to the separation. Each of these four named executive officers is currently, and was as of December 31, 2013, an
executive officer of Rayonier. Accordingly, the compensation decisions regarding our named executive officers were made by the Rayonier Compensation
Committee or by the Rayonier Chief Executive Officer. Executive compensation decisions following the separation will be made by the SpinCo
Compensation Committee. All references in the following tables to stock options and performance shares relate to awards granted by Rayonier in respect of
Rayonier common shares. In June 2014, Benson K. Woo was hired to serve as Senior Vice President and Chief Financial Officer of SpinCo following the
separation. Since he was not employed by Rayonier or SpinCo prior to 2014, Mr. Woo is not included in the following tables.

The amounts and forms of compensation reported below are not necessarily indicative of the compensation that SpinCo executive officers will receive
following the separation, which could be higher or lower, because historical compensation was determined by Rayonier’s Compensation Committee based on
Rayonier’s performance and because future compensation levels at SpinCo will be determined based on the compensation policies, programs and procedures
to be established by the SpinCo Compensation Committee for those individuals who will be employed by SpinCo following the separation.

Summary Compensation Table
 

Name and Principal
Position  Year   

Salary
($)   

Bonus
($)   

Stock
Awards
($)(1)(2)   

Option
Awards
($)(1)   

Non-Equity
Incentive Plan
Compensation

($)(3)   

Change in
Pension Value

and Non-
Qualified
Deferred

Compensation
Earnings

($)(4)   

All Other
Compensation

($)(5)   
Total

($)  
  Paul G. Boynton   2013    793,750    —    2,689,839    600,040    1,200,000    321,028    59,900    5,664,557  

Chairman, President and Chief Executive
Officer

  2012    700,000    —    2,537,132    500,189    1,075,000    828,088    62,963    5,703,372  
  2011    518,750    —    1,281,082    230,206    840,000    621,225    39,937    3,531,200  
         

  Jack M. Kriesel   2013    353,075    —    717,290    160,020    319,000    310,120    31,087    1,894,126  
Senior Vice President,
Performance Fibers

  2012    328,725    —    812,085    159,857    310,000    1,092,079    26,794    2,729,540  
  2011    314,750    —    891,197    160,111    375,000    1,017,295    167,107    2,925,450  
         

  Michael R. Herman   2013    368,600    —    627,629    140,000    328,693    34,657    25,161    1,524,740  
Senior Vice President
and General Counsel

  2012    358,550    —    710,645    139,830    340,000    289,351    30,705    1,869,081  
  2011    346,250    —    779,750    140,191    390,000    269,579    26,060    1,951,830  
         

  Charley H. Hood   2013    258,400    —    296,118    65,800    190,000    —    37,087    847,405  
Senior Vice President, Public
Affairs and Communications

  2012    251,450    —    253,600    50,126    165,000    —    35,461    755,637  
  2011    242,499    —    278,482    50,025    195,000    —    28,358    794,364  
         

 
(1) Represents the aggregate grant date fair value for performance share and stock option awards computed in accordance with FASB ASC Topic 718. Values for awards

subject to performance conditions are computed based on probable outcome of the performance condition as of the grant date for the award. A discussion of the
assumptions used in calculating these values may be found in the “Incentive Stock Plans” sections included in the notes to Rayonier’s Annual Reports on Form 10-K for
2011, 2012 and 2013.
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(2) The following amounts reflect the grant date award value assuming that the highest level of performance is achieved under the relevant Performance Share Award
Program: For 2013, Mr. Boynton, $4,799,856; Mr. Kriesel $1,279,962; Mr. Herman, $1,119,966; and Mr. Hood, $528,405. For 2012, Mr. Boynton, $3,999,577;
Mr. Kriesel $1,280,184; Mr. Herman, $1,120,272; and Mr. Hood, $399,780. For 2011, Mr. Boynton, $1,839,485; Mr. Kriesel, $1,279,642; Mr. Herman, $1,119,686; and
Mr. Hood, $399,924.

 
(3) Represents awards under the 2011, 2012 and 2013 Annual Corporate Bonus Programs discussed in the “Setting Annual Bonus Opportunities” section of the

Compensation Discussion and Analysis.
 
(4) Represents the annual change in actuarial present value of the participant’s pension benefit under Rayonier’s retirement plans and the above market interest on non-

qualified deferred compensation. Excess Base Salary and Annual Bonus Deferral account balances earn a rate of return equal to 10-Year Treasury Notes (adjusted
monthly) plus 1.5 percent. Under SEC regulations, any returns on non-qualified deferred compensation in excess of 120% of the applicable federal long-term rate are
considered above market interest and must be reported. Accordingly, above market interest paid for Mr. Kriesel in 2013 was $3,534.

 
(5) For each year presented, these amounts include company contributions to the Rayonier Investment and Savings Plan for Salaried Employees, a 401(k) Plan; company

contributions to the Rayonier Excess Savings and Deferred Compensation Plan; premiums for group life insurance; reimbursement of expenses incurred under the Senior
Executive Tax and Financial Planning Program; restricted stock dividends and accrued interest; wellness reimbursements; and the costs of mandatory executive physical
examinations. For 2013, Mr. Boynton received $10,312 in 401(k) company matching contributions and Messrs. Kriesel and Herman received $10,455. For 2013,
Mr. Hood received $16,432 in 401(k) matching contributions and retirement contributions. Mr. Boynton received $22,531 in tax and financial planning reimbursements
for 2013. All amounts reflect actual expenses incurred and paid by Rayonier in providing these benefits.

Grants of Plan-Based Awards

This table discloses 2013 stock option and performance share awards along with potential payouts under the 2013 Annual Corporate Bonus Program for
the named executive officers.
 

        

Estimated Future Payouts
Under Non-Equity

Incentive
Plan Awards(2)   

Estimated Future
Payouts Under

Equity Incentive
Plan Awards(3)             

Name  
Grant
Date   

Approval
Date (1)   

Thres-
hold
($)   

Target
($)   

Maxi-
mum

($)   

Thres-
hold
(#)   

Target
(#)   

Maxi-
mum

(#)   

All
Other
Stock

Awards:
Number

of
Shares

of Stock
or Units

(#)  

All Other
Option

Awards:
Number of
Securities

Underlying
Options

(#)(4)   

Exercise
or Base
Price of
Option
Awards
($/Sh)   

Grant Date
Fair Value

of Stock
and Option

Awards
($)(5)  

Paul G. Boynton   —    12/13/12    165,000    825,000    1,650,000         
  1/2/13    12/13/12       13,680    45,600    91,200       2,689,839  
  1/2/13    12/13/12           42,860    52.63    600,040  

Jack M. Kriesel   —    12/13/12    43,290    219,600    439,200         
  1/2/13    12/13/12       3,648    12,160    24,320       717,290  
  1/2/13    12/13/12           11,430    52.63    160,020  

Michael R. Herman   —    12/13/12    45,262    226,310    452,620         
  1/2/13    12/13/12       3,192    10,640    21,280       627,629  
  1/2/13    12/13/12           10,000    52.63    140,000  

Charles H. Hood   —    12/13/12    22,360    111,800    223,600         
  1/2/13    12/13/12       1,506    5,020    10,040       296,118  
  1/2/13    12/13/12           4,700    52.63    65,800  

 
(1) 2013 annual equity grants were approved in December 2012 and effective the first trading day of January 2013. For the Non-Equity Incentive Plan

Awards, the approval date reflects the date on which the Rayonier Compensation Committee approved the 2013 Annual Corporate Bonus Program.
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(2) Reflects potential awards under the 2013 Annual Corporate Bonus Program. Awards can range from 0% to 200% of the target award. See the “Annual
Bonus Awards” section of the Compensation Discussion and Analysis. The actual amount earned by each named executive officer for 2013 is reflected
in the Summary Compensation Table under the “Non-Equity Incentive Plan Compensation” column.

 
(3) Reflects potential awards, in number of shares, under the 2013 Class Performance Share Award Program. Awards can range from 0% to 200% of the

target award. Please refer to the “Performance Shares” section of the Compensation Discussion and Analysis.
 
(4) Reflects annual stock option awards for 2013. The exercise price of all awarded stock options is equal to the closing price of Rayonier shares on the

NYSE on the grant date. The awards vest and become exercisable in one-third increments on the first, second and third anniversaries of the grant date,
and expire on the tenth anniversary of the grant date or earlier upon certain terminations of employment.

 
(5) Reflects the grant date fair value of each equity award computed in accordance with FASB ASC Topic 718.

As discussed in the Compensation Discussion and Analysis, the Summary Compensation Table and Grants of Plan-Based Awards Table reflect that,
consistent with the Rayonier Compensation Committee’s stated philosophy, the majority of total targeted compensation for named executive officers for
2013 was allocated to performance-based incentives. Performance- based incentive awards are discussed in further detail in the Compensation
Discussion and Analysis beginning in the “Compensation Philosophy and Objectives” section.

Outstanding Equity Awards at Fiscal Year-End

This table discloses outstanding stock option, performance share and restricted stock awards for the named executive officers as of December 31, 2013.
 

Option Awards (4)   Stock Awards (4)  

                     
Equity Incentive

Plan Awards  

Name  

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable   

Number of
Securities

Underlying
Unexercised
Options (#)

Unexer-
cisable(1)   

Option
Exercise

Price
($)   

Option
Grant
Date   

Option
Expiration

Date   

Number
of

Shares
or Units
of Stock

That
Have
Not

Vested
(#)  

Market
Value

of
Shares

or Units
of Stock

That
Have
Not

Vested
($)  

Number of
Unearned

Shares,
Units or

Other Rights
That Have
Not Vested

(#)(2)   

Market or
Payout Value
of Unearned
Shares, Units

or Other
Rights That

Have Not
Vested
($)(3)  

Paul G. Boynton   0    42,860    52.63    01/02/13    01/02/23      
  14,070    28,140    44.42    01/03/12    01/03/22      
  15,370    7,685    37.03    01/03/11    01/03/21      
  27,450    0    28.22    01/04/10    01/03/20      
  45,255    0    20.18    01/02/09    01/01/19      
  30,030    0    31.06    01/02/08    01/02/18      
         13,680    575,928  
         13,506    568,603  
         24,840    1,045,764  
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Option Awards (4)   Stock Awards (4)  

                     
Equity Incentive

Plan Awards  

Name  

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable   

Number of
Securities

Underlying
Unexercised
Options (#)

Unexer-
cisable(1)   

Option
Exercise

Price
($)   

Option
Grant
Date   

Option
Expiration

Date   

Number
of

Shares
or Units
of Stock

That
Have
Not

Vested
(#)  

Market
Value

of
Shares

or Units
of Stock

That
Have
Not

Vested
($)  

Number of
Unearned

Shares,
Units or

Other Rights
That Have
Not Vested

(#)(2)   

Market or
Payout Value
of Unearned
Shares, Units

or Other
Rights That

Have Not
Vested
($)(3)  

Jack M. Kriesel   0    11,430    52.63    01/02/13    01/02/23      
  4,497    8,993    44.42    01/03/12    01/03/22      
  10,690    5,345    37.03    01/03/11    01/03/21      
  18,330    0    28.22    01/04/10    01/03/20      
  5,715    0    20.18    01/02/09    01/01/19      
         3,648    153,581  
         4,323    181,998  
         17,280    727,488  

Michael R. Herman   0    10,000    52.63    01/02/13    01/02/23      
  3,934    7,866    44.42    01/03/12    01/03/22      
  9,360    4,680    37.03    01/03/11    01/03/21      
  18,330    0    28.22    01/04/10    01/03/20      
  33,945    0    20.18    01/02/09    01/01/19      
  22,515    0    31.06    01/02/08    01/02/18      
         3,192    134,383  
         3,783    159,264  
         15,120    636,552  

Charles H. Hood   0    4,700    52.63    01/02/13    01/02/23      
  1,410    2,820    44.42    01/03/12    01/03/22      
  3,340    1,670    37.03    01/03/11    01/03/21      
  5,190    0    28.22    01/04/10    01/03/20      
  9,615    0    20.18    01/02/09    01/01/19      
  6,390    0    31.06    01/02/08    01/02/18      
         1,506    63,403  
         1,350    56,835  
         5,400    227,340  

 
(1) Option awards vest and become exercisable in one-third increments on the first, second and third anniversaries of the grant date.
 
(2) Represents awards under the Performance Share Award Program for 2011, 2012 and 2013, each with a 36-month performance period. Awards for the

relevant performance share program period are immediately vested upon determination of the amount earned. As required, this disclosure reflects the
target award for the 2011 program and a threshold award level for the 2012 and 2013 programs. Under the Performance Share Award Program, the
actual award value can range from zero to 200% of target. See the “Performance Shares” section of the Compensation Discussion and Analysis.
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(3) Value based on the December 31, 2013 closing share price of $42.10. The 2011 Class Performance Share Award Program that ended on December 31,
2013, paid out in January 2014 at only 60% of target.

 
(4) Shares amounts and option exercise prices shown have been adjusted to reflect the August 2011 3-for-2 stock split.

Options Exercised and Stock Vested
 
   Option Awards    Stock Awards  

Name   

Number of Shares
Acquired on Exercise

(#)    
Value Realized on

Exercise ($)    

Number of Shares
Acquired on Vesting

(#)(1)    
Value Realized on

Vesting ($)  
Paul G. Boynton    25,800     718,401     53,015     2,841,074  
Jack M. Kriesel    3,555     83,329     35,343     1,894,031  
Michael R. Herman    —     —     35,343     1,894,031  
Charles H. Hood    —     —     10,020     536,972  
 
(1) Represents payouts under the 2010 Class Performance Share Award Program.

Pension Benefits

The following table illustrates the present value of accumulated benefits payable under the Retirement Plan for Salaried Employees of Rayonier Inc., a
tax qualified retirement plan (the “Retirement Plan”), and the Rayonier Inc. Excess Benefit Plan, a non-qualified retirement plan (the “Excess Plan”), at the
earliest eligible retirement age.
 

Name   Plan Name   

Number of
Years Credited

Service
(#)    

Present Value
of Accumulated

Benefit
($)(1)    

Payments
During Last
Fiscal Year

($)  
Paul G. Boynton

  
Rayonier Salaried Employees
Retirement Plan    14.7     493,521     —  

  Rayonier Excess Benefit Plan    14.7     2,110,378     —  
Jack M. Kriesel

  
Rayonier Salaried Employees
Retirement Plan    35.5     1,177,098     —  

  Rayonier Excess Benefit Plan    35.5     3,186,644     —  
Michael R. Herman

  
Rayonier Salaried Employees
Retirement Plan    10.3     345,591     —  

  Rayonier Excess Benefit Plan    10.3     656,464     —  
Charles H. Hood

  
Rayonier Salaried Employees
Retirement Plan    —     —     —  

  Rayonier Excess Benefit Plan    —     —     —  
(1) Determined using the assumptions that applied for FASB ASC Topic 715-30 disclosure as of December 31, 2013. These assumptions include the RP-

2000 mortality table and an interest rate of 4.60%. Employees are assumed to retire at the earliest age that they will be eligible for an unreduced pension
(i.e., age 60 and 15 years of service or age 65). None of our named executive officers are currently eligible for an unreduced pension. Mortality is
assumed from that date only. Benefits are assumed to be paid in the normal form of payment which is a life annuity for single employees and the 90/50
survivor form for married employees.

The Retirement Plan is a tax-qualified retirement plan covering substantially all eligible salaried employees hired prior to January 1, 2006. This Plan
provides income replacement following retirement through the payment
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of monthly pension benefits based upon the employee’s average final compensation and years of service. The costs of benefits under the Retirement Plan are
borne entirely by Rayonier. Consistent with Rayonier’s desire that salaried employees take a more active role in saving for retirement, this benefit was
replaced by an increased retirement contribution under the Rayonier Investment Savings Plan for Salaried Employees for new salaried employees effective
January 1, 2006.

For the period through December 31, 2003, the annual pension amounts to two percent of a member’s average final compensation for each of the first 25
years of benefit service, plus one and one-half percent of a member’s average final compensation for each of the next 15 years of benefit service, reduced by
one and one-quarter percent of the member’s primary Social Security benefit for each year of benefit service to a maximum of 40 years, provided that no
more than one-half of the member’s primary Social Security benefit is used for such reduction. Effective January 1, 2004, the Retirement Plan was amended
so that for future service the annual pension amounts to one and one-half percent of a member’s final average compensation for each year of benefit service to
a maximum of 40 years.

A member is vested in benefits accrued under the Retirement Plan upon completion of five years of eligibility service. All of Rayonier’s eligible named
executive officers are vested in their accrued benefits. Normal retirement is at age 65. The Retirement Plan also provides for unreduced early retirement
pensions for participants who retire at or after age 60 following completion of 15 years of eligibility service. Reduced benefits are available at age 55 with at
least 10 years of service (“Standard Early Retirement”) or as early as age 50 with age plus eligibility service equal to at least 80 or age 55 with at least 15
years of eligibility service (“Special Early Retirement”). Mr. Kriesel is currently eligible for reduced benefits. The plan benefit for a member eligible for
Standard Early Retirement will be reduced by 3% for each year of age under 65 (e.g., age 64 would result in 97% of the benefit payable). The Retirement
Plan benefit for a member eligible for Special Early Retirement will receive a 5% reduction for each year of age under 60 (e.g., age 59 would result in 95% of
the benefit payable).

A member’s average final compensation includes salary and approved bonus payments calculated under the Retirement Plan as follows: (1) the
member’s average annual base salary for the five calendar years during the member’s last 120 calendar months of service which yield the highest such
average, plus (2) the member’s average approved bonus payments for the five calendar years during the member’s last 120 calendar months of service which
yield the highest such average.

Rayonier has adopted the Excess Plan to meet the retirement needs of a small segment of its salaried employee population affected by limiting federal
legislation. Applicable federal legislation limits the amount of benefits that can be paid and the compensation that may be recognized under a tax-qualified
retirement plan. Tax-qualified retirement plan participants whose annual benefit at the time of payment exceeds the Code Section 415 limitations or whose
benefit is limited on account of the Code Section 401(a)(17) limitation on compensation are participants in the Excess Plan. The practical effect of the Excess
Plan is to continue calculation of benefits after retirement to all employees on a uniform basis regardless of compensation levels. All employees covered by
the Retirement Plan are eligible under the Excess Plan. Rayonier believes the extension of these benefits to executives is consistent with historic and current
market practice for companies offering qualified defined benefit plans.
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Nonqualified Deferred Compensation
 

Name   

Executive
Contributions

in Last FY
($)(1)    

Registrant
Contributions

in Last FY
($)(1)    

Aggregate
Earnings in

Last FY
($)    

Aggregate
Withdrawals /
Distributions

in Last FY
($)    

Aggregate
Balance at
Last FYE

($)(2)  
Paul G. Boynton    32,563     22,231     7,504     202,486     259,973  
Jack M. Kriesel    5,627     3,866     26,534     —     710,825  
Michael R. Herman    2,338     1,971     2,888     —     91,598  
Charles H. Hood    1,540     6,818     492     —     17,162  
 
(1) All executive and Company contributions in the last fiscal year are reflected as compensation in the Summary Compensation Table.
 
(2) To the extent that a participant was a named executive officer in prior years, executive and Company contributions included in the Aggregate Balance at

Last FYE column have been reported as compensation in the Summary Compensation Table for the applicable year.

The Rayonier Inc. Excess Savings and Deferred Compensation Plan (the “Excess Savings Plan”) is a nonqualified, unfunded plan that consists of two
components, an Excess Savings component (a supplement to the Rayonier Investment Savings Plan for Salaried Employees (the “Savings Plan”) and an
Excess Base Salary and Bonus Deferral component.

The Savings Plan, a qualified 401(k) plan, is designed to encourage salaried employees to save and invest for retirement. Under this Plan, employees
may contribute up to the annual IRS limits on a pre-tax basis. Rayonier will match such contributions at a rate of $.60 for each $1.00 up to 6% of the
employee’s base salary. In addition, Rayonier will make an annual retirement contribution to each participant’s account equal to 3% of base salary and annual
bonus for employees hired after January 1, 2006, or 0.5% of base salary for employees hired before 2006. The retirement contribution was increased, and
automatic enrollment of all new salaried employees in the Savings Plan implemented, coincident with the closing of Rayonier’s defined benefit pension plan
to new salaried employees effective January 1, 2006. This change reflects Rayonier’s desire that salaried employees take a more active role in planning,
saving and investing for retirement.

Rayonier contributions to the Savings Plan, both matching and retirement contributions, vest at a rate of 20% per year over the participant’s first five
years of employment, and are made in the form of Rayonier stock in order to encourage employee share ownership. However, employees are free to transfer
Company contributions to other investment options available under the Savings Plan immediately.

The Excess Savings Plan supplements the Savings Plan by providing employees with Rayonier contributions lost due to the federal tax regulations
limiting employee contributions to defined contribution plans (401(k)). Participants can contribute up to 6% of total base salary. Rayonier contributes up to
3.6% of total base salary (reduced by the regular matching contributions made under the Savings Plan). Amounts contributed by participants, and the
Rayonier match, are unsecured, but earn a return equal to 120% of the applicable federal long-term rate (adjusted monthly). The average interest rate in 2013
was 3.3%. Excess Savings participants may elect to receive a lump sum or annual installments upon termination of employment.

The Excess Base Salary and Bonus Deferral component of the Excess Savings Plan allows employees with a base salary in excess of $170,000 the
opportunity to defer up to 100% of their base salary and all or any portion of their annual bonus. Amounts deferred are unsecured, but earn a return equal to
the 10-year treasury rate plus 1.50% (adjusted monthly). The average interest rate in 2013 was 3.9%. Excess Base Salary Deferral and Annual Bonus Deferral
participants may elect to receive a lump sum or annual installments not to exceed fifteen years upon termination of employment or a specific date.

All named executive officers were eligible and participating in the Excess Savings component of this Plan in 2013. While all named executive officers
were eligible, only Messrs. Boynton and Kriesel currently have amounts deferred under the Excess Base Salary and Bonus Deferral component.
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Potential Payments Upon Termination or Change in Control

The following table reflects potential termination or change in control payments to named executive officers if a triggering event were to have occurred
on December 31, 2013. All payments are as provided under the Executive Plan discussed in the Compensation Discussion and Analysis.
 

Name  

Scheduled
Severance

($)(1)   

Bonus
Severance

($)(2)   

Pension
/ 401(k)
Benefit
($)(3)   

Medical /
Welfare, Tax

and
Outplacement

Benefits
($)(4)   

Acceleration
of Equity
Awards
($)(5)   Other  

Excise Tax
Reimbursements

($)(6)  
Paul G. Boynton        

Voluntary termination   —    —    —    —    —    —    —  
Terminated for cause   —    —    —    —    —    —    —  
Retirement   —    —    —    —    —    —    —  
Change in Control   —    —    —    —    4,899,829    —    —  
Involuntary or voluntary for good reason termination after

change in control   2,475,000    3,225,000    855,389    90,554    —    —    —  
Jack M. Kriesel        

Voluntary termination   —    —    —    —    —    —    —  
Terminated for cause   —    —    —    —    —    —    —  
Retirement   —    —    —    —    —    —    —  
Change in Control   —    —    —    —    1,873,184    —    —  
Involuntary or voluntary for good reason termination after

change in control   1,080,000    1,125,000    640,927    71,980    —    —    1,678,624  
Michael R. Herman        

Voluntary termination   —    —    —    —    —    —    —  
Terminated for cause   —    —    —    —    —    —    —  
Retirement   —    —    —    —    —    —    —  
Change in Control   —    —    —    —    1,639,105    —    —  
Involuntary or voluntary for good reason termination after

change in control   1,113,000    1,170,000    419,993    72,104    —    —    —  
Charles H. Hood        

Voluntary termination   —    —    —    —    —    —    —  
Terminated for cause   —    —    —    —    —    —    —  
Retirement   —    —    —    —    —    —    —  
Change in Control   —    —    —    —    636,599    —    —  
Involuntary or voluntary for good reason termination after

change in control   520,000    390,000    46,020    61,516    —    —    —  
 
(1) Represents the executive’s base pay times the applicable tier multiplier under the Executive Plan (3 times for Tier I and 2 times for Tier II).
 
(2) Represents the applicable tier multiplier times the greater of: (i) the highest annual bonus received over the three years preceding the termination of

employment; (ii) the target bonus for the year in which the change in control occurred; or (iii) the target bonus in the year of termination.
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(3) Represents the actuarial value of an additional two or three years, based on the applicable tier multiplier, of eligibility service and age under Rayonier’s
retirement plans and additional years participation in the Savings Plan at the executive’s current contribution levels.

 
(4) Represents: (i) the present value of the annual Company contribution to health and welfare plans times the applicable tier multiplier; (ii) the value of the

executives annual tax and financial planning allowance of $25,000 for Mr. Boynton, and $10,000 for Messrs. Kriesel and Herman; and (iii) up to
$30,000 in outplacement services.

 
(5) For stock option awards, the value was calculated as the difference between the closing price of Rayonier stock on December 31, 2013 and the option

exercise price. Performance share and restricted stock awards were valued using the closing price of Rayonier stock on December 31, 2013.
 
(6) Upon a change in control, executives may be subject to excise tax under Section 280G of the Code. The Excise Tax Reimbursement column represents

the excise tax as well as any excise and income taxes payable as a result of the excise tax reimbursement. The amounts in the table are based on a 280G
excise tax rate of 20 percent, 35 percent federal income tax and 1.45 percent Medicare tax.

The amounts shown in the table above do not include payments and benefits to the extent they are provided on a non-discriminatory basis to salaried
employees generally upon termination of employment, including accrued salary, vacation pay, regular pension benefits, welfare benefits and 401(k) and
nonqualified deferred compensation distributions. As a result, payments under the Severance Pay Plan, described in the “Severance and Change in Control
Plans” section of the Compensation Discussion and Analysis, which may be payable upon a termination other than in the context of a change in control, are
not included in the table. Amounts that would be distributed pursuant to Rayonier’s nonqualified deferred compensation plans are indicated in the
Nonqualified Deferred Compensation table. Other than as reflected in the table and footnote (3) above, amounts that would be distributed pursuant to
Rayonier’s tax-qualified and non-qualified retirement plans are indicated in the Pension Benefits table.

A termination by an executive within two years after a change in control would generally be for “good reason” if it results from: (i) a significant
diminution in the executive’s position or the assignment to the executive of any duties inconsistent in any respect with his or her position (including status,
offices, titles and reporting requirements), authority, duties or responsibilities immediately before the change in control; (ii) any material reduction in the
executive’s salary, bonus opportunities, benefits or other compensation; (iii) the relocation of the executive’s principal place of business by more than 35
miles from his or her previous principal place of business; or (iv) any termination of the Executive Plan other than by its express terms. Regardless of whether
a change in control had occurred, an executive would not be entitled to payments under the Executive Plan if he or she was terminated for cause. A
termination of an executive generally would be “for cause” if it was due to: (i) the willful and continued refusal of the executive to substantially perform his
or her employment duties following written notification by Rayonier’s board of directors; or (ii) engagement by the executive in illegal conduct or gross
misconduct that is demonstrably injurious to Rayonier, including an indictment or charge by any prosecuting agency with the commission of a felony.

Rayonier may condition payment of a portion of an executive’s severance benefits (generally, up to three times base salary) upon his or her agreement to
adhere to confidentiality covenants, as well as to refrain from disparaging Rayonier or its products; competing directly with Rayonier; inducing clients from
reducing or terminating their business with Rayonier; or inducing certain employees to terminate employment or service with Rayonier. These covenants
would generally remain in effect for the shorter of one year from the executive’s termination or two years following a change in control, except that the
confidentiality covenants would remain in effect for the longer of two years from the executive’s termination or three years following a change in control. By
accepting the conditioned payments, an executive will be deemed to have consented to the issuance of a temporary restraining order to maintain the status quo
pending the outcome of any equitable proceeding that may be brought by Rayonier to enforce such covenants.
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Unless otherwise indicated, all cash payments would be made by Rayonier in a lump sum, although the timing of some payments and benefits may be
delayed for six months after termination in accordance with Code Section 409A, which regulates deferred compensation. Rayonier has established two rabbi
trusts related to the Executive Plan. One is designed to defray the legal costs incurred by the executives in enforcing their rights under the Executive Plan
were Rayonier not to meet its obligations. Rayonier has transferred $250,000 per participant to this trust. Were there to be a change in control of Rayonier,
Rayonier would transfer to the second trust an amount sufficient to satisfy the cash payments that would be required to be paid in the event of a qualifying
termination of executives covered under the Executive Plan.

Treatment of Director Compensation in the Separation

Prior to the effective time of the distribution, SpinCo will establish the SpinCo Outside Directors’ Compensation Program (the “SpinCo Director
Compensation Program”) with substantially the same terms as the Rayonier Outside Directors’ Compensation Program (the “Rayonier Director
Compensation Program”) as of immediately prior to the effective time of the distribution. Each SpinCo non-employee director who served on the Rayonier
board of directors immediately prior to the effective time of the distribution and held a deferred cash balance under the Rayonier Director Compensation
Program will be credited, as of the effective time of the distribution, with such deferred cash balance under the SpinCo Director Compensation Program and
will cease participation in the Rayonier Director Compensation Program.

Director Compensation Following Separation

Following the separation, SpinCo will use a combination of cash and stock-based incentive compensation to attract and retain qualified candidates to
serve on the SpinCo board of directors. In setting SpinCo board of director compensation, it is expected that the SpinCo board of directors will consider the
significant time commitment and the skills and experience level necessary for directors to fulfill their duties. SpinCo’s directors will also be subject to
minimum share ownership and share retention requirements as discussed in the Compensation Discussion and Analysis in the “Compensation Philosophy and
Objectives” section.

Cash Compensation Paid to Non-Management Directors

Non-management director compensation will be set by the SpinCo board of directors at the recommendation of the Nominating Committee of the
SpinCo board of directors. Under the SpinCo Outside Directors’ Compensation Program, each non-management director will receive the following cash
compensation (prorated for partial year service): (i) an annual cash retainer of $55,000, payable in equal quarterly installments; (ii) an additional annual cash
retainer of $20,000 for the Audit Committee chair, $15,000 for the Compensation Committee chair, and $10,000 for the Nominating Committee chair, payable
in equal quarterly installments; (iii) meeting fees of: (A) $2,000 per board meeting attended, (B) $2,000 per Audit Committee meeting attended, and
(C) $1,500 per committee meeting attended, other than the Audit Committee; (iv) $2,000 for each trip taken at the request of management to one of SpinCo’s
facilities for a business purpose other than a board or committee meeting; and (v) $2,000 for any other business trip taken at the request of management. The
fee for a director participating by telephone in a non-telephonic meeting of the board or any committee is half of the otherwise applicable fee. SpinCo
directors who did not serve on the Rayonier board of directors immediately prior to the effective time of the distribution will receive prorated cash
compensation for the quarter in which the distribution occurs.

SpinCo directors will be able to defer up to 100% of their cash compensation under the SpinCo Outside Directors’ Compensation Program. Any deferred
amounts will be paid to the director in a single lump sum on the later of the date the director becomes 72 or the conclusion of the director’s term, or upon
termination as a director, if prior to age 72. Any deferred amounts will earn interest at a rate equal to the Prime Rate as reported in The Wall Street Journal
and will be compounded annually (the “Prime Rate”).
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Annual Equity Awards

Following the distribution, and commencing with SpinCo’s 2015 fiscal year with respect to SpinCo directors who served on the Rayonier board of
directors immediately prior to the effective time of the distribution, each non-management director will receive a restricted stock award equivalent to $95,000
based on grant date value (prorated for partial year service), vesting on the one year anniversary of the date of grant, subject to the director’s continued service
through the vesting period. Dividends on restricted stock awards will accrue in a separate account and will be paid upon vesting together with interest equal to
the Prime Rate.

SpinCo directors who did not serve on the Rayonier board of directors immediately prior to the effective time of the distribution will receive a restricted
stock award in respect of their service to SpinCo on the date of the distribution having a grant date value equal to the prorated portion of the $95,000 annual
equity award amount, based on the number of days that such directors will serve on the SpinCo board of directors from the distribution date through the
expected annual stockholders meeting date in 2015. The number of shares underlying the restricted stock award will be determined based on the average of
the volume weighted average per share price of SpinCo common stock on the NYSE during each of the first ten full trading days immediately after the
distribution. The restricted stock award will vest on the earlier of the first anniversary of the date of grant and the date of the annual stockholders meeting in
2015, subject to the director’s continued service through such date.

Other Fees

Following the separation, the Lead Director will initially receive an annual cash retainer of $25,000, payable in equal quarterly installments.

Transaction Bonus Agreements

On January 23, 2014, the Rayonier Compensation Committee approved transaction bonus agreements (the “Transaction Bonus Agreements”) with each
of Messrs. Boynton, Kriesel, Herman and Hood. Assuming all conditions to payment are satisfied, the Transaction Bonus Agreements provide for the lump
sum payment of the following bonus amounts in cash: Mr. Boynton, $1,650,000; Mr. Kriesel, $580,000; Mr. Herman, $600,000; and Mr. Hood, $375,000.

To earn the transaction bonus, the executive must remain continuously employed through an “eligibility period,” work diligently and in good faith
through such period as determined in the sole discretion of the SpinCo Compensation Committee (or Rayonier Compensation Committee in the event the
spin-off is abandoned) and satisfy certain other conditions as specified in the agreement. The “eligibility period” is defined as the period beginning on the
effective date of the Transaction Bonus Agreements through the date that is six months after the effective time of the distribution or, if the spin-off is
abandoned, through December 31, 2014. The transaction bonus will also be earned if the executive’s employment is terminated without cause by the
applicable employer before the end of the eligibility period and the executive otherwise satisfies the conditions specified in the Transaction Bonus Agreement.

SpinCo CEO Agreement

On May 27, 2014, the Rayonier board of directors approved an agreement between SpinCo and Mr. Boynton in his capacity as President and Chief
Executive Officer of SpinCo following completion of the distribution (the “SpinCo CEO Agreement”). The SpinCo CEO Agreement will become effective on
the closing date of the distribution (the “Effective Date”); however the SpinCo CEO Agreement will be null and void unless the Effective Date occurs on or
prior to December 31, 2014. The SpinCo CEO Agreement grants Mr. Boynton a restricted stock unit award under the SpinCo Incentive Stock Plan (as
described below) that will vest and become payable upon Mr. Boynton’s continuous employment with SpinCo through August 31, 2018, or an earlier date
upon the occurrence of certain events (the “Vesting Date”). Upon vesting, Mr. Boynton will be issued $4 million in shares of SpinCo common stock, with the
number of shares determined by applying the average closing price of a share of SpinCo common stock on the NYSE for the ten trading days preceding the
Vesting Date, together
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with a cash payment equal to the value of dividends that would have been paid on a notional investment of the number of SpinCo common shares granted to
Mr. Boynton together with notional interest on such amount from the Effective Date (the “Award”). Mr. Boynton will forfeit the Award if he voluntarily
terminates his employment with SpinCo or if his employment is terminated by SpinCo for cause, as defined in SpinCo’s Executive Severance Pay Plan (the
“SpinCo Executive Severance Plan”), prior to the Vesting Date. Mr. Boynton will become immediately entitled to payment of the Award upon the occurrence
of a change in control, as defined in the SpinCo Executive Severance Plan, on or prior to the Vesting Date or upon SpinCo’s termination of Mr. Boynton’s
employment other than for cause.

SpinCo CFO Compensation

In connection with the appointment of Mr. Woo as Senior Vice President and Chief Financial Officer of SpinCo following the separation, Mr. Woo is
expected to receive an annual base salary of $330,000; an incentive target cash bonus equal to 61% of his base salary, subject to the terms and conditions of
the SpinCo Non-Equity Plan and the Annual Corporate Bonus Program thereunder, with a minimum guaranteed 2014 bonus amount of $150,000; an equity
award under the SpinCo Incentive Stock Plan in an amount of up to $450,000, allocated 80% to Performance Shares and 20% to nonqualified stock options to
be granted on July 1, 2014 and having a performance period anticipated to commence as of the date of separation and continue through December 31, 2016; a
restricted stock award under the SpinCo Incentive Stock Plan with a value of $250,000 to be granted on July 1, 2014 and vesting on the third anniversary of
June 9, 2014, subject to his continued employment through such anniversary; enhanced severance protection in an amount equal to Mr. Woo’s annual base
salary and target bonus in the event of termination of employment without cause or for good reason (including in the event Mr. Woo is prevented from serving
as Chief Financial Officer of SpinCo as a result of Rayonier’s failure to complete the separation), for a period of two years following June 9, 2014; and
indemnification benefits by SpinCo following the separation. Mr. Woo is also expected to become a Tier 1 participant in the SpinCo Executive Severance
Plan as of the time of completion of the separation, which will provide for specified severance payments in the event of a change in control.

SpinCo Incentive Stock Plan

In connection with the separation, pursuant to the employee matters agreement that SpinCo will enter into with Rayonier, certain of the outstanding
awards granted under Rayonier’s equity compensation programs (whether held by Rayonier or SpinCo employees or other participants) will be converted into
adjusted awards based on both Rayonier common shares and SpinCo common stock. The portion of the adjusted awards that are based on SpinCo common
stock, which are referred to as Converted Awards, will count against the shares available under the Rayonier Advanced Materials Inc. Incentive Stock Plan
(the “SpinCo Incentive Stock Plan”), but as a general matter, will have the same terms and conditions as applied to such awards pursuant to the Rayonier
equity compensation programs. For purposes of the vesting of Converted Awards, continued employment or service with Rayonier or SpinCo, as applicable,
will be treated as continued employment or service for both Rayonier and SpinCo awards.

On May 27, 2014, SpinCo adopted the SpinCo Incentive Stock Plan. The following is a summary of the SpinCo Incentive Stock Plan. The full text of the
SpinCo Incentive Stock Plan is attached as Exhibit 10.13 to the registration statement of which this information statement is a part.

Purpose

The purpose of the SpinCo Incentive Stock Plan is to (i) attract and retain highly qualified employees and directors and to motivate and reward
performance that will lead to sustained increases in shareholder value and (ii) assume certain awards granted under equity compensation plans of Rayonier.
The SpinCo Incentive Stock Plan furthers opportunities for share ownership by SpinCo’s employees in order to increase their proprietary interest in SpinCo
and, as a result, their interest in SpinCo’s long-term success and their commitment to creating shareholder value.
 

115



Table of Contents

Administration of the Plan

The selection of key employees who may participate in the Plan, and the terms and conditions of each award, are determined by the SpinCo
Compensation Committee, with the exception of awards to the Chief Executive Officer, which require approval of the SpinCo board of directors. Each
member of the SpinCo Compensation Committee will be a “non-employee director” within the meaning of Rule 16b-3 of the Securities and Exchange Act of
1934 and an “outside director” within the meaning of Section 162(m). The SpinCo Compensation Committee has full power, discretion, and authority to
interpret, construe and administer the SpinCo Incentive Stock Plan, and all decisions, determinations or actions of the SpinCo Compensation Committee
pursuant to the SpinCo Incentive Stock Plan will be final and binding on all persons for all purposes. The SpinCo Compensation Committee may delegate its
powers as it deems appropriate, but may not delegate responsibility to make awards to executive officers, make awards intended to qualify as performance-
based compensation for purposes of Section 162(m) of the Code or certify the satisfaction of performance objectives for purposes of Section 162(m) of the
Code. The SpinCo board of directors itself serves to administer and interpret the SpinCo Incentive Stock Plan with respect to awards made to non-employee
directors.

Eligibility

All non-employee directors and salaried employees of SpinCo and its subsidiaries are eligible to receive awards under the SpinCo Incentive Stock Plan.
In addition, Converted Awards will be awards that are outstanding under the SpinCo Incentive Stock Plan in accordance with the employee matters
agreement. We currently have 8 non-employee directors and approximately 410 salaried employees.

Types of Awards

The SpinCo Incentive Stock Plan permits the grant of:
 
 •  nonqualified and incentive stock options;
 
 •  stock appreciation rights granted in tandem with stock options;
 
 •  restricted stock and restricted stock units; and
 
 •  performance shares.

Non-employee directors are eligible only for stock options and restricted stock awards.

Shares Covered by the SpinCo Incentive Stock Plan; Limit on Awards

The SpinCo Incentive Stock Plan permits the granting of awards covering 4,500,000 shares of SpinCo common stock plus the number of shares reserved
for issuance for Awards under the equity compensation plans of Rayonier transferred to SpinCo pursuant to the terms of the employee matters agreement. The
SpinCo common stock issued under the SpinCo Incentive Stock Plan may be either authorized but unissued common stock or common stock purchased on
the open market.

Any shares of SpinCo common stock that are reserved for options or performance shares under the SpinCo Incentive Stock Plan that lapse, expire or are
forfeited may be available for subsequent awards. No more than 1,000,000 shares of common stock may be cumulatively available for awards of incentive
stock options. No single employee may receive options, performance shares, restricted stock, restricted stock units or stock appreciation rights in any calendar
year for more than 4% of the total number of shares of SpinCo common stock authorized under the SpinCo Incentive Stock Plan, except that limitation is
increased to 8% in the first year of the SpinCo Incentive Plan to accommodate transition and retention awards.
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Stock Options and Stock Appreciation Rights

Options granted under the SpinCo Incentive Stock Plan may be either nonqualified stock options or incentive stock options qualifying for special tax
treatment under Section 422 of the Code. The exercise price of any stock option may not be less than the fair market value of the SpinCo common stock on
the date of grant. The exercise price is payable in cash, SpinCo common stock previously owned by the option holder, or a combination of cash and SpinCo
common stock previously owned by the option holder. Both nonqualified stock options and incentive stock options generally will expire on the tenth
anniversary of the date of grant.

Stock appreciation rights may be granted in tandem with stock options to key employees of SpinCo. The option holder receiving a stock appreciation
right may elect to exercise a stock appreciation right in lieu of an option. The exercise of a stock appreciation right will entitle the holder to receive SpinCo
common stock having a value equal to the excess of the fair market value of the SpinCo common stock underlying the option on the date of exercise over the
exercise price of the option.

Performance Shares

Performance shares are rights to receive shares of SpinCo common stock, as determined by the SpinCo Compensation Committee, on the achievement of
certain performance goals over a specified performance period.

The SpinCo Compensation Committee determines the performance objectives of awards of performance shares. Performance objectives may vary for
key employees and groups of key employees and are based on the performance goals that the SpinCo Compensation Committee deems appropriate. The
performance period and goals will be determined by the SpinCo Compensation Committee prior to or reasonably promptly after the commencement of any
performance period, but no later than the earlier of (a) ninety days after the commencement of the performance period or (b) the day prior to the date on
which 25% of the performance period has elapsed.

Performance goals may be expressed in terms of the following business criteria:
 
 •  net income
 
 •  earnings per share
 
 •  operating income
 
 •  operating cash flow
 
 •  cash available for distribution
 
 •  earnings before income taxes and depreciation
 
 •  earnings before interest, taxes, depreciation and amortization
 
 •  operating margins
 
 •  reductions in operating expenses
 
 •  sales or return on sales
 
 •  total stockholder return
 
 •  return on equity
 
 •  return on total capital
 
 •  return on invested capital
 
 •  return on assets
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 •  return on total capital
 
 •  return on invested capital
 
 •  return on assets
 
 •  economic value added
 
 •  cost reductions and savings
 
 •  increase in surplus
 
 •  productivity improvements

A performance goal may also be based on an employee’s attainment of personal objectives with respect to the foregoing criteria or other criteria such as
growth and profitability, customer satisfaction, leadership effectiveness, business development, negotiating transactions and sales or developing long-term
business goals. Performance goals may be measured on a periodic, annual, cumulative or average basis and may be established on a corporate-wide basis or
established with respect to one or more operating units.

Following the completion of each performance period, the SpinCo Compensation Committee will certify in writing as to whether the performance goals
and other material terms of the performance award have been achieved or met. Unless the SpinCo Compensation Committee determines otherwise,
performance awards will not be settled until the SpinCo Compensation Committee has made this certification.

The SpinCo Compensation Committee may reduce or eliminate performance awards for any employee for any reason at any time. To the extent
necessary to preserve the intended economic effects of the SpinCo Incentive Stock Plan, the SpinCo Compensation Committee may also adjust the
performance objectives or awards to take into account: (a) a change in corporate capitalization, (b) a corporate transaction, (c) a partial or complete
liquidation of SpinCo or a subsidiary, or (d) a change in accounting or other relevant rules or regulations; however, no such adjustment may be made if it
would cause the awards to fail to qualify as performance-based compensation.

The SpinCo Compensation Committee may structure the performance awards as restricted stock units or any substantially similar instrument evidencing
the right to receive a common share at some future date upon the lapse of the applicable restrictions established by the SpinCo Compensation Committee or
upon the satisfaction of any applicable performance goals established by the SpinCo Compensation Committee under the SpinCo Incentive Stock Plan.

Restricted Stock and Restricted Stock Units

An award of restricted stock is the grant of a share of stock that is subject to such restrictions as the SpinCo Compensation Committee deems appropriate
or desirable. An award of restricted stock units is a contractual right entitling an employee to receive a shares of stock at a future date subject to time vesting
or as a performance share subject to attaining performance objectives, and containing such other terms and conditions as the SpinCo Compensation
Committee determines appropriate.

Amendment and Termination of the SpinCo Incentive Stock Plan

The SpinCo board of directors may, at any time, amend or terminate the SpinCo Incentive Stock Plan and, specifically, may make such modifications to
the SpinCo Incentive Stock Plan as it deems necessary to qualify payments under the SpinCo Incentive Stock Plan as deductible performance-based
compensation under Section 162(m) of the Code. No amendment, however, may, without approval of a majority of SpinCo’s shareholders:
 
 •  alter the group of persons eligible to participate in the SpinCo Incentive Stock Plan;
 

 
•  increase the number of shares of SpinCo common stock available for awards (except for adjustments made on a recapitalization, reclassification,

split-up or consolidation of the SpinCo common stock or a stock dividend, merger or consolidation of SpinCo or sale by SpinCo of all or a portion of
its assets); or
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•  decrease the exercise price of an outstanding option or stock appreciation right after the date of grant or permit the surrender of any outstanding
option or stock appreciation right at a time when its exercise price exceeds the fair market value of the underlying common shares, in exchange for
another award, cash or other property or as consideration for the grant of a new option or stock appreciation right with a lower exercise price than
the option or stock appreciation right being surrendered (except for adjustments made on a recapitalization, reclassification, split-up or consolidation
of SpinCo common stock or a stock dividend, merger or consolidation of SpinCo or sale by SpinCo of all or a portion of its assets).

Special Rights Provided in the Event of a Change in Control

The SpinCo Incentive Stock Plan provides for certain special rights upon the occurrence of a “Change in Control,” as defined in the SpinCo Incentive
Stock Plan and as the same may be thereafter amended from time to time prior to the occurrence of a Change in Control. A Change in Control as defined in
the SpinCo Incentive Stock Plan includes (a) certain acquisitions of 20 percent or more of SpinCo’s voting securities; (b) the approval by shareholders of
SpinCo and subsequent occurrence of (i) a consolidation or merger in which SpinCo is not the surviving corporation or (ii) the sale or other transfer of all or
substantially all of SpinCo’s assets; or (c) a change in the composition of the SpinCo board of directors over any period of 24 consecutive months, so that the
persons who were members of the SpinCo board of directors at the beginning of such period or who were elected on the nomination or recommendation of
such persons fail to constitute at least 70 percent of the SpinCo board of directors at the end of such period.

Upon the occurrence of a Change in Control:
 

 
•  All outstanding options and related stock appreciation rights will become immediately exercisable in full and will remain exercisable for a period of

60 calendar days beginning on the date the Change in Control occurs (but no option or stock appreciation right will be exercisable beyond the
expiration date of its original term).

 

 

•  Options and stock appreciation rights will continue to be fully exercisable for a period of seven months following the occurrence of a Change in
Control in the case of employees whose employment with SpinCo is terminated by SpinCo for other than just cause or who voluntarily terminate
their employment because they believe in good faith that as a result of such Change in Control they will be unable to effectively discharge the duties
of the position they occupied immediately prior to the occurrence of such Change in Control.

 
 •  The restrictions applicable to shares of restricted stock and time vested restricted stock units will lapse upon the occurrence of a Change in Control.
 

 •  If a Change in Control occurs during the course of a performance period applicable to an award of performance shares, then the employee will be
deemed to have satisfied the performance objectives and settlement of the performance shares will be based on the “formula price” described above.

Tax Consequences of Equity Awards

Nonqualified Stock Options. On the exercise of a nonqualified stock option, the option holder will recognize ordinary income for federal income tax
purposes on the amount by which the fair market value of the stock underlying the option on the date of exercise exceeds the exercise price of the option. The
option holder will be taxed on this amount in the year of exercise and SpinCo generally will be allowed a deduction in this amount for federal income tax
purposes in the same year. When the option holder disposes of shares acquired on the exercise of a nonqualified stock option, any amount received in excess
of the fair market value of the shares on the date of exercise will be treated as either a long- or short-term capital gain to the option holder, depending on the
holding period of the shares. If the amount received is less than the market value of the shares on the date of exercise, the loss will be treated as either a long-
or short-term capital loss, depending on the holding period of the shares.
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Incentive Stock Options. On the exercise of an incentive stock option, no ordinary income will be recognized by the option holder, although the spread
between the fair market value of the stock underlying the option on the date of exercise over the exercise price of the option is an item of tax preference for
purposes of the calculation of the option holder’s alternative minimum tax. If the option holder holds the shares for over one year after the date of exercise
and for two years from the date of grant, then on the sale of the shares (a) the excess of the sale proceeds over the aggregate exercise price of the option will
be long-term capital gain to the option holder, and (b) SpinCo will not be entitled to a tax deduction under such circumstances. Generally if the option holder
sells or otherwise disposes of the shares within one year after the date of exercise or within two years from the date of grant, the excess of the fair market
value of such shares at the time of exercise over the aggregate exercise price (but generally not more than the amount of gain realized on the disposition) will
be ordinary income to the option holder at the time of such disposition. This is sometimes referred to as a “disqualifying disposition.” SpinCo generally will
be entitled to a federal tax deduction equal to the amount of ordinary income recognized by the option holder upon a disqualifying disposition.

Other Equity Based Awards. With respect to other awards granted under the SpinCo Incentive Stock Plan that result in a transfer to the participant of
shares that are restricted as to transferability or not subject to a substantial risk of forfeiture, the participant generally must recognize ordinary income equal to
the fair market value of shares actually received. Except as discussed below, SpinCo generally will be entitled to a deduction for the same amount. With
respect to awards involving shares that are restricted as to transferability and subject to a substantial risk of forfeiture, the participant generally must recognize
ordinary income equal to the fair market value of the shares at the earliest time the shares become transferable or not subject to a substantial risk of forfeiture.
SpinCo generally will be entitled to a deduction in an amount equal to the ordinary income recognized by the participant.

The value of awards under the SpinCo Incentive Stock Plan that are conditioned upon achievement of performance goals are intended to qualify as
“performance-based” compensation for SpinCo’s chief executive officer and four other most highly compensated executive officers that is not subject to the
$1 million cap on deductibility under Section 162(m) of the Code and is intended to be deductible by SpinCo provided the other requirements for
deductibility under Section 162(m) of the Code are satisfied. There can be no assurance, however, that all awards subject to performance goals will ultimately
prove to be deductible to SpinCo under the Code. In addition, when warranted due to competitive or other factors, the SpinCo Compensation Committee may
decide in certain circumstances to exceed the deductibility limit under Section 162(m) or to otherwise pay nondeductible compensation.

SpinCo Non-Equity Incentive Plan

On May 27, 2014, SpinCo adopted the SpinCo Non-Equity Incentive Plan (the “SpinCo Non-Equity Plan”). The following is a summary of the SpinCo
Non-Equity Plan. The full text of the SpinCo Non-Equity Plan is attached as Exhibit 10.14 to the registration statement of which this information statement is
a part.

Purpose

The purpose of the SpinCo Non-Equity Plan is to provide a vehicle through which the SpinCo Compensation Committee will make cash incentive
awards to key personnel, referred to as “Designated Employees,” that have an impact on achievement by SpinCo or its affiliates of annual or other short-term
performance objectives, as determined or established by the SpinCo Compensation Committee. The SpinCo Non-Equity Plan will be implemented through
one or more bonus programs adopted periodically by the SpinCo Compensation Committee. Unless the SpinCo Compensation Committee determines
otherwise, a performance period corresponds to a calendar year.

Provisions have been included in the SpinCo Non-Equity Plan to meet the requirements for deductibility of executive compensation for purposes of
Section 162(m) of the Code so as to qualify bonus awards as
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performance-based compensation in respect of the executives whose compensation is required to be reported in SpinCo’s Proxy Statement. These executives
are referred to as “Covered Executives” under the SpinCo Non-Equity Plan.

Administration of the SpinCo Non-Equity Plan

The SpinCo Compensation Committee administers the SpinCo Non-Equity Plan, with the exception of awards to the Chief Executive Officer of SpinCo,
which require approval by SpinCo’s board of directors. Each member of the SpinCo Compensation Committee will be a “non-employee director” within the
meaning of Rule 16b-3 of the U.S. Securities and Exchange Act of 1934 and an “outside director” within the meaning of Section 162(m) of Code. The
SpinCo Compensation Committee has the full power, discretion and authority to interpret, construe, and administer the SpinCo Non-Equity Plan. The powers
of the SpinCo Compensation Committee include, but are not limited to, the power to: (a) determine the terms and conditions of each bonus program under the
SpinCo Non-Equity Plan, including the performance goals and performance objectives thereunder; (b) select those employees of SpinCo or any affiliate of
SpinCo who are Designated Employees to whom bonus awards are granted pursuant to a bonus program under the SpinCo Non-Equity Plan; (c) determine
the amount to be paid pursuant to each bonus award; (d) determine whether and the extent to which the conditions to the payment of a bonus award have been
satisfied; (e) provide rules and regulations from time to time for the management, operation, and administration of the SpinCo Non-Equity Plan and the bonus
programs; (f) construe the SpinCo Non-Equity Plan and the bonus programs, which construction is final and conclusive upon all parties; and (g) correct any
defect, supply any omission, and reconcile any inconsistency in the SpinCo Non-Equity Plan and any bonus programs in such manner and to such extent as it
shall deem expedient.

All decisions, determinations, or actions of the SpinCo Compensation Committee with respect to the SpinCo Non-Equity Plan are final and binding on
all persons for all purposes. The SpinCo Compensation Committee may delegate to an officer of SpinCo, or a committee of two or more officers of SpinCo,
discretion under the SpinCo Non-Equity Plan or any bonus program, to grant, amend, interpret, and administer bonus awards with respect to any Designated
Employee other than a Covered Executive.

Eligibility

Awards may be granted only to employees of SpinCo and its affiliates, as determined by the SpinCo Compensation Committee and who are identified as
Designated Employees with respect to a bonus program. The SpinCo Compensation Committee will determine the Designated Employees, or the class of
Designated Employees, who will participate in the bonus program for a particular performance period. Non-employee directors are not eligible to receive
awards under the SpinCo Non-Equity Plan.

Bonus Programs

The bonus program for each performance period is determined by the SpinCo Compensation Committee. The SpinCo Compensation Committee will
identify the Designated Employees and the specific performance goals and the parameters of the performance objectives to be applied for a performance
period. The SpinCo Compensation Committee will also determine any applicable weightings to be given in respect of the performance goals for each
Designated Employee or class of Designated Employees.

In determining specific performance goals and performance objectives, the SpinCo Compensation Committee may: (a) establish the performance
objectives as consisting of one or more levels of performance with respect to a given performance goal; (b) cause the performance objectives to differ for
bonus awards among different Designated Employees; (c) provide that more than one performance goal is incorporated in a performance objective, in which
case achievement with respect to each performance goal may be assessed individually or in combination with each other; and (d) establish a matrix setting
forth the relationship between performance on two or more performance goals and allocate the amount of a bonus award among performance goals.
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The SpinCo Compensation Committee will set target awards for Designated Employees, including Covered Executives. The SpinCo Compensation
Committee will also determine the percentages by which individual bonus awards may be increased or decreased based upon Designated Employees’
performance against established and identified objectives, though the awards for Covered Executives may only be decreased.

Bonus Awards

Bonus awards are in the form of a conditional right of a Designated Employee to receive cash, based upon achievement of one or more pre-established
performance objectives during a performance period. Bonus awards may take the form of a percentage of a bonus pool. Bonus awards may not permit a
participant to earn in one year more than 200% of the participant’s base salary at the end of the performance period.

Performance Objectives

Performance goals may be expressed in terms of the following business criteria:
 
 •  net income
 
 •  free cash flow
 
 •  earnings per share
 
 •  operating income
 
 •  operating cash flow
 
 •  earnings before income taxes and depreciation
 
 •  earnings before interest, taxes, depreciation and amortization
 
 •  operating margins
 
 •  reductions in operating expenses
 
 •  sales or return on sales
 
 •  total stockholder return
 
 •  return on equity
 
 •  return on total capital
 
 •  return on invested capital
 
 •  return on assets
 
 •  economic value added
 
 •  cost reductions and savings
 
 •  increase in surplus
 
 •  productivity improvements

A performance goal also may be based on an employee’s attainment of personal objectives with respect to any of the foregoing criteria or other criteria
such as growth and profitability, customer satisfaction, leadership
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effectiveness, business development, negotiating transactions, and sales or developing long term business goals. Performance goals may be measured on a
periodic, annual, cumulative, or average basis and may be established on a corporate-wide basis or established with respect to one or more operating units.

Following the completion of each performance period, the SpinCo Compensation Committee must certify in writing as to whether the performance goals
and other material terms of the performance award have been achieved or met before any award is paid to any Covered Executive.

Adjustments and Amendments

The SpinCo Compensation Committee may reduce or eliminate the bonus award of any employee for any reason at any time. To the extent necessary to
preserve the intended economic effects of the SpinCo Non-Equity Plan, the SpinCo Compensation Committee also may adjust performance objectives, the
bonus awards or both to take into account: (a) a change in corporate capitalization, (b) a corporate transaction, (c) a partial or complete liquidation of SpinCo
or any subsidiary, or (d) a change in accounting or other relevant rules or regulations; however no such adjustment may be made if it would cause the awards
to fail to qualify as performance-based compensation.

Termination of Employment

In general, in the event a Designated Employee terminates employment for any reason during a performance period or prior to the bonus award payment,
he or she (or his or her beneficiary, in the case of death) will not be entitled to receive any bonus award for such performance period, though the SpinCo
Compensation Committee may, in its sole discretion, pay a pro rata or other portion of the award.

Amendment or Termination of the SpinCo Non-Equity Plan

The SpinCo Compensation Committee may terminate or amend the SpinCo Non-Equity Plan or a bonus program at any time.
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS

Agreements with Rayonier

Following the separation and distribution, SpinCo and Rayonier will operate separately, each as an independent public company. SpinCo has entered into
a separation and distribution agreement with Rayonier, which is referred to in this information statement as the “separation agreement” or the “separation and
distribution agreement.” In connection with the separation, SpinCo will also enter into various other agreements to effect the separation and provide a
framework for its relationship with Rayonier after the separation, such as a transition services agreement, a tax matters agreement, an employee matters
agreement and an intellectual property agreement. These agreements will provide for the allocation between SpinCo and Rayonier of Rayonier’s assets,
employees, liabilities and obligations (including its investments, property and employee benefits and tax-related assets and liabilities) attributable to periods
prior to, at and after SpinCo’s separation from Rayonier and will govern certain relationships between SpinCo and Rayonier after the separation. The
agreements listed above have been filed as exhibits to the registration statement on Form 10 of which this information statement is a part.

The summaries of each of the agreements listed above are qualified in their entireties by reference to the full text of the applicable agreements, which are
incorporated by reference into this information statement. When used in this section, “distribution date” refers to the date on which Rayonier distributes
SpinCo’s common stock to the holders of Rayonier common shares.

Separation Agreement

Transfer of Assets and Assumption of Liabilities

The separation agreement identifies the assets to be transferred, the liabilities to be assumed and the contracts to be assigned to each of SpinCo and
Rayonier as part of the separation of Rayonier into two companies, and it provides for when and how these transfers, assumptions and assignments will occur.
In particular, the separation agreement provides, among other things, that subject to the terms and conditions contained therein:
 
 •  Certain assets related to the SpinCo business, which are referred to as the “SpinCo Assets,” will be transferred to SpinCo, including:
 
 ¡ equity interests in certain Rayonier subsidiaries that hold assets relating to the SpinCo business;
 
 ¡ manufacturing facilities located in Jesup, Georgia and Fernandina Beach, Florida;
 
 ¡ research and development facilities located in Jesup, Georgia;
 
 ¡ contracts (or portions thereof) that relate to the SpinCo business;
 
 ¡ information, technology, software and intellectual property related to the SpinCo Assets, the SpinCo Liabilities, or the SpinCo business;
 

 ¡ rights and assets expressly allocated to SpinCo pursuant to the terms of the separation agreement or certain other agreements entered into
in connection with the separation;

 
 ¡ permits that primarily relate to the SpinCo business; and
 

 
¡ other assets that are included in the SpinCo pro forma balance sheet, such as the pension assets included in the unaudited pro forma

condensed combined financial statements of SpinCo, which appear in the section entitled “Unaudited Pro Forma Condensed Combined
Financial Statements.”

 

 •  certain liabilities related to the SpinCo business or the SpinCo Assets, which are referred to as the “SpinCo Liabilities,” will be retained by or
transferred to SpinCo, including certain liabilities
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 associated with a dissolving pulp mill in Port Angeles, Washington that was closed in 1997, Southern Wood Piedmont Company and other
former manufacturing operations; and

 

 
•  all of the assets and liabilities (including whether accrued, contingent, or otherwise) other than the SpinCo Assets and SpinCo Liabilities (such

assets and liabilities, other that the SpinCo Assets and the SpinCo Liabilities, referred to as the Rayonier Assets and Rayonier Liabilities,
respectively) will be retained by or transferred to Rayonier.

Except as expressly set forth in the separation agreement or any ancillary agreement, neither SpinCo nor Rayonier will make any representation or
warranty as to the assets, business or liabilities transferred or assumed as part of the separation, as to any approvals or notifications required in connection
with the transfers, as to the value of or the freedom from any security interests of any of the assets transferred, as to the absence or presence of any defenses
or right of setoff or freedom from counterclaim with respect to any claim or other asset of either SpinCo or Rayonier, or as to the legal sufficiency of any
assignment, document or instrument delivered to convey title to any asset or thing of value to be transferred in connection with the separation. All assets will
be transferred on an “as is,” “where is” basis and the respective transferees will bear the economic and legal risks that any conveyance will prove to be
insufficient to vest in the transferee good and marketable title, free and clear of all security interests, and that any necessary consents or governmental
approval are not obtained or that any requirements of laws, agreements, security interests, or judgments are not complied with.

Information in this information statement with respect to the assets and liabilities of the parties following the distribution is presented based on the
allocation of such assets and liabilities pursuant to the separation agreement, unless the context otherwise requires. The separation agreement provides that, in
the event that the transfer or assignment of certain assets and liabilities to SpinCo or Rayonier, as applicable, does not occur prior to the separation, then until
such assets or liabilities are able to be transferred or assigned, SpinCo or Rayonier, as applicable, will hold such assets on behalf and for the benefit of the
other party and will pay, perform, and discharge such liabilities, for which the other party will reimburse SpinCo or Rayonier, as applicable, for all
commercially reasonable payments made in connection with the performance and discharge of such liabilities.

Cash Transfers

The separation agreement provides that, in connection with the transfer of assets and assumption of liabilities described above, and prior to the
distribution, Rayonier A.M. Products Inc. will make a cash distribution of $875 million, less certain fees and expenses, to Rayonier TRS Holdings Inc., a
wholly owned subsidiary of Rayonier. In addition, it is anticipated that SpinCo will borrow $75 million under the revolving credit facility and transfer the net
proceeds of such borrowing to Rayonier, together with SpinCo common stock and the assumption of certain liabilities, in exchange for the contribution by
Rayonier of the Rayonier A.M. Products Inc.’s common stock and certain other assets to SpinCo.

The Distribution

The separation agreement also governs the rights and obligations of the parties regarding the distribution following the completion of the separation. On
the distribution date, Rayonier will distribute to its shareholders that hold Rayonier common shares as of the record date for the distribution all of the issued
and outstanding shares of SpinCo’s common stock on a pro rata basis. Shareholders will receive cash in lieu of any fractional shares.

Conditions to the Distribution

The separation agreement provides that the distribution is subject to satisfaction (or waiver by Rayonier) of certain conditions. These conditions are
described under “The Separation and Distribution—Conditions to the Distribution.” Rayonier has the sole and absolute discretion to determine (and change)
the terms of, and to
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determine whether to proceed with, the distribution and, to the extent it determines to so proceed, to determine the record date for the distribution, the
distribution date and the distribution ratio.

Claims

In general, each party to the separation agreement will assume liability for all pending, threatened and unasserted legal matters related to its own business
or its assumed or retained liabilities and will indemnify the other party for any liability to the extent arising out of or resulting from such assumed or retained
legal matters.

Releases

The separation agreement provides that SpinCo and its affiliates will release and discharge Rayonier and its affiliates from all liabilities assumed by
SpinCo as part of the separation, from all acts and events occurring or failing to occur, and all conditions existing, on or before the distribution date relating to
SpinCo’s business, and from all liabilities existing or arising in connection with the implementation of the separation, except as expressly set forth in the
separation agreement. Rayonier and its affiliates will release and discharge SpinCo and its affiliates from all liabilities retained by Rayonier and its affiliates
as part of the separation and from all liabilities existing or arising in connection with the implementation of the separation, except as expressly set forth in the
separation agreement.

These releases will not extend to obligations or liabilities under any agreements between the parties that remain in effect following the separation, which
agreements include, but are not limited to, the separation agreement, the transition services agreement, the tax matters agreement, the employee matters
agreement, and certain other agreements, including the intellectual property agreement and the transfer documents in connection with the separation.

Indemnification

In the separation agreement, SpinCo agrees to indemnify, defend and hold harmless Rayonier, each of its affiliates and each of their respective directors,
officers and employees, from and against all liabilities relating to, arising out of or resulting from:
 
 •  the SpinCo Liabilities;
 

 •  the failure of SpinCo or any other person to pay, perform or otherwise promptly discharge any of the SpinCo Liabilities, in accordance with
their respective terms, whether prior to, at or after the distribution;

 

 •  except to the extent relating to a Rayonier Liability, any guarantee, indemnification or contribution obligation for the benefit of SpinCo by
Rayonier that survives the distribution;

 
 •  any breach by SpinCo of the separation agreement or any of the ancillary agreements; and
 

 
•  any untrue statement or alleged untrue statement or omission or alleged omission of material fact in the registration statement of which this

information statement forms a part, or in this information statement (as amended or supplemented), except for any such statements or omissions
made explicitly in Rayonier’s name.

Rayonier agrees to indemnify, defend and hold harmless SpinCo, each of its affiliates and each of its respective directors, officers and employees from
and against all liabilities relating to, arising out of or resulting from:
 
 •  the Rayonier Liabilities;
 

 •  the failure of Rayonier or any other person to pay, perform, or otherwise promptly discharge any of the Rayonier Liabilities, in accordance with
their respective terms whether prior to, at, or after the distribution;

 

 •  except to the extent relating to a SpinCo Liability, any guarantee, indemnification or contribution obligation for the benefit of Rayonier by
SpinCo that survives the distribution;
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 •  any breach by Rayonier of the separation agreement or any of the ancillary agreements; and
 

 •  any untrue statement or alleged untrue statement or omission or alleged omission of a material fact made explicitly in Rayonier’s name in the
registration statement of which this information statement forms a part, or in this information statement (as amended or supplemented).

The separation agreement also establishes procedures with respect to claims subject to indemnification and related matters.

Intellectual Property

Following the distribution, Rayonier will continue to own the Rayonier name and will license the Rayonier name for use in the SpinCo name pursuant to
an intellectual property agreement, which is described below.

Insurance

The separation agreement provides for the allocation between the parties of rights and obligations under existing insurance policies with respect to
occurrences prior to the distribution and sets forth procedures for the administration of insured claims.

Further Assurances

In addition to the actions specifically provided for in the separation agreement, except as otherwise set forth therein or in any ancillary agreement, both
SpinCo and Rayonier agree in the separation agreement to use reasonable best efforts, prior to, on and after the distribution date, to take, or cause to be taken,
all actions, and to do, or cause to be done, all things necessary, proper or advisable under applicable laws, regulations and agreements to consummate and
make effective the transactions contemplated by the separation agreement and the ancillary agreements.

Dispute Resolution

The separation agreement contains provisions that govern, except as otherwise provided in any ancillary agreement, the resolution of disputes,
controversies or claims that may arise between SpinCo and Rayonier related to the separation or distribution and that are unable to be resolved by the
transition committee. These provisions contemplate that efforts will be made to resolve disputes, controversies and claims by escalation of the matter to
executives of SpinCo and Rayonier. If such efforts are not successful, either SpinCo or Rayonier may submit the dispute, controversy or claim to nonbinding
mediation or, if such nonbinding mediation is not successful, binding alternative dispute resolution, subject to the provisions of the separation agreement.

Expenses

Except as expressly set forth in the separation agreement or in any ancillary agreement, all costs and expenses incurred in connection with the separation
and distribution incurred prior to the distribution date, including costs and expenses relating to legal and tax counsel, financial advisors and accounting
advisory work related to the separation and distribution, will be paid by the party incurring such cost and expense.

Other Matters

Other matters governed by the separation agreement include access to financial and other information, confidentiality, access to and provision of records
and treatment of outstanding guarantees and similar credit support.

Termination

The separation agreement provides that it may be terminated, and the separation and distribution may be modified or abandoned, at any time prior to the
distribution date in the sole discretion of Rayonier without the approval of any person, including SpinCo’s or Rayonier’s shareholders. In the event of a
termination of the
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separation agreement, no party, nor any of its directors, officers, or employees, will have any liability of any kind to the other party or any other person. After
the distribution date, the separation agreement may not be terminated except by an agreement in writing signed by both Rayonier and SpinCo.

Transition Services Agreement

SpinCo and Rayonier will enter into a transition services agreement prior to the distribution pursuant to which Rayonier and its subsidiaries and SpinCo
and its subsidiaries will provide, on an interim, transitional basis, various services to each other. The services to be provided include information technology,
accounts payable, payroll, and other financial functions and administrative services. The agreed upon charges for such services are generally intended to
allow the servicing party to recover all out-of-pocket costs and expenses of providing such services.

The transition services agreement will terminate on the expiration of the term of the last service provided under it, which will generally be up to 18
months following the distribution date. The recipient for a particular service generally can terminate that service prior to the scheduled expiration date, subject
to a minimum service period equal to 30 days and a minimum notice period equal to 10 days. Due to interdependencies between services, certain services
may be extended or terminated early only if other services are likewise extended or terminated.

Subject to certain exceptions, the liability of Rayonier under the transition services agreement for the services it and its subsidiaries provides will
generally be limited to gross negligence, willful misconduct and fraud. The transition services agreement also provides that the provider of a service shall not
be liable to the recipient of such service for any indirect, exemplary, incidental, consequential, remote, speculative, punitive or similar damages.

Tax Matters Agreement

Prior to the separation, SpinCo and Rayonier will enter into a tax matters agreement that will govern the parties’ respective rights, responsibilities and
obligations with respect to taxes, tax attributes, the preparation and filing of tax returns, the control of audits and other tax proceedings and assistance and
cooperation in respect of tax matters. In general, liabilities for taxes allocable to a tax period (or portion thereof) ending on or before the distribution date that
are related to assets and activities of the performance fibers business will be allocable to SpinCo. If such failure of certain of the transactions described in the
private letter ruling request and the opinion of counsel to qualify as tax free transaction for U.S. federal income tax purposes is attributable to SpinCo’s action
or inaction or Rayonier’s action or inaction, as the case may be, or any event (or series of events) involving the assets or stock of SpinCo or the assets or stock
of Rayonier, as the case may be, the resulting liability will be borne in full by SpinCo or Rayonier, respectively.

SpinCo’s obligations under the tax matters agreement are not limited in amount or subject to any cap. Further, even if SpinCo is not responsible for tax
liabilities of Rayonier and its subsidiaries under the tax matters agreement, SpinCo nonetheless could be liable under applicable tax law for such liabilities if
Rayonier were to fail to pay them. If SpinCo is required to pay any liabilities under the circumstances set forth in the tax matters agreement or pursuant to
applicable tax law, the amounts may be significant.

The tax matters agreement will also contain restrictions on SpinCo’s ability (and the ability of any member of SpinCo’s group) to take actions that could
cause the distribution and related transactions to fail to qualify as a tax-free reorganization for U.S. federal income tax purposes, including entering into,
approving or allowing any transaction that results in a sale or other disposition of a substantial portion of SpinCo’s assets or stock and the liquidation or
dissolution of SpinCo and certain of its subsidiaries. These restrictions will apply for the two-year period after the distribution, unless SpinCo obtains a
private letter ruling from the IRS or an unqualified opinion of a nationally recognized law firm that such action will not cause the distribution or certain
related transactions to fail to qualify as tax-free transactions for U.S. federal income tax purposes and such letter ruling or opinion, as
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the case may be, is acceptable to Rayonier. Notwithstanding receipt of such ruling or opinion, in the event that such action causes the distribution or certain
related transactions to fail to qualify as a tax-free transaction for U.S. federal income tax purposes, SpinCo will continue to remain responsible for taxes
arising therefrom.

Employee Matters Agreement

SpinCo and Rayonier will enter into an employee matters agreement prior to the separation to allocate liabilities and responsibilities relating to
employment matters, employee compensation and benefits plans and programs and other related matters. The employee matters agreement will govern certain
compensation and employee benefit obligations with respect to the current and former employees and non-employee directors of each company.

The employee matters agreement will provide that, unless otherwise specified, Rayonier will be responsible for liabilities associated with employees who
will be employed by Rayonier following the separation, former employees whose last employment was with the Rayonier businesses and certain specified
current and former corporate employees (collectively, the “Rayonier allocated employees”), and SpinCo will be responsible for liabilities associated with
employees who will be employed by SpinCo following the separation, former employees whose last employment was with the SpinCo businesses and certain
specified current and former corporate employees (collectively, the SpinCo allocated employees”).

Employee Benefits Generally

SpinCo allocated employees will be eligible to participate in SpinCo benefit plans as of the separation in accordance with the terms and conditions of the
SpinCo plans as in effect from time to time. Generally, SpinCo has agreed to establish and maintain (i) welfare benefit arrangements that are substantially
similar in the aggregate to those provided by Rayonier to SpinCo allocated employees immediately prior to the separation, through at least December 31,
2014 and (ii) retirement benefit and executive severance arrangements with terms that are substantially the same as the corresponding Rayonier arrangements
and that provide benefits that are no less favorable than those provided by Rayonier to eligible SpinCo allocated employees immediately prior to the
separation through at least December 31, 2015.

In general, SpinCo will credit each SpinCo allocated employee with his or her service with Rayonier prior to the separation for all purposes under the
SpinCo benefit plans to the same extent such service was recognized by Rayonier for similar purposes and so long as such crediting does not result in a
duplication of benefits.

Equity Compensation Awards

The employee matters agreement will provide for the conversion and/or cancellation of the outstanding awards granted under Rayonier’s equity
compensation programs into adjusted awards relating to shares of Rayonier and/or SpinCo common stock. The adjusted awards generally will be subject to
the same vesting conditions and other terms that applied to the original Rayonier award immediately before the separation.

Each Rayonier stock option will be converted into an adjusted Rayonier stock option and a SpinCo stock option. The exercise price and number of shares
subject to each stock option will be adjusted in order to preserve the aggregate intrinsic value of the original Rayonier stock option as measured immediately
before and immediately after the separation, subject to rounding.

Holders of Rayonier restricted stock, including Rayonier non-employee directors, will retain those awards and also will receive restricted stock of
SpinCo, in an amount that reflects the distribution to Rayonier stockholders, by applying the distribution ratio to Rayonier restricted stock awards as though
they were unrestricted Rayonier common shares.

Performance share awards outstanding as of the distribution date will be treated as follows:
 

 •  Performance share awards granted in 2012 (with a 2012-2014 performance period) will continue to be subject to the same performance criteria
as applied immediately prior to the separation, except that
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 total shareholder return at the end of the performance period will be based on the combined stock prices of Rayonier and SpinCo and any
payment earned will be made in Rayonier common shares and shares of SpinCo common stock.

 

 

•  Performance share awards granted in 2013 (with a 2013-2015 performance period) will be cancelled as of the distribution date and, following
the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective employees
with time-vested restricted stock units of the post-separation employer of each holder (Rayonier or SpinCo, as the case may be) that will vest 24
months after the distribution date, generally subject to the holder’s continued employment. The number of time-vested restricted stock units
granted will be determined in a manner intended to preserve the intrinsic value of the award immediately before and after the separation, subject
to rounding.

 

 

•  Performance share awards granted in 2014 (with a 2014-2016 performance period) will be cancelled as of the distribution date and, following
the effective time of the distribution, Rayonier and SpinCo, as applicable, will replace the cancelled awards held by their respective employees
with performance share awards of the post-separation employer of each holder (Rayonier or SpinCo, as the case may be), which will be subject
to the achievement of performance criteria that relate to the post-separation business of the applicable employer during a performance period
ending December 31, 2016. The number of shares underlying each such performance share award will be determined in a manner intended to
preserve the intrinsic value of the award immediately before and after the separation, subject to rounding.

Any dividend equivalent payments on restricted stock or performance share awards in respect to dividends declared after the separation will be paid by
Rayonier to Rayonier allocated employees and Rayonier non-employee directors, and by SpinCo to SpinCo allocated employees and any former Rayonier
non-employee directors serving on the SpinCo board of directors as of the separation. For purposes of vesting for all awards, continued employment with or
service to Rayonier or SpinCo, as applicable, will be treated as continued employment with or service to both Rayonier and SpinCo.

Intellectual Property Agreement

SpinCo and Rayonier will enter into an intellectual property agreement prior to the distribution, pursuant to which Rayonier will provide SpinCo with a
license to (i) use and display certain specified Rayonier trademarks (for example, corporate names, domain names and marks) that incorporate the name
Rayonier in a limited field of use relating to Spinco’s business, (ii) use and make improvements on other intellectual property of Rayonier (for example,
copyrights and trade secrets, but not any patents) that was used in the SpinCo business prior to the distribution and (iii) use, reproduce, display and prepare
derivative works based upon any and all Rayonier software that was used in the SpinCo business prior to the distribution. Under the intellectual property
agreement, SpinCo will provide Rayonier with a license to (i) use and make improvements on certain intellectual property of SpinCo (for example, copyrights
and trade secrets, but not any trademarks or patents) that was used in the Rayonier business prior to the distribution and (ii) use, reproduce, display and
prepare derivative works based upon any and all SpinCo software that was used in the Rayonier business prior to the distribution. The licenses will be
worldwide, fully paid-up and royalty free. Subject to termination, the licenses will also be perpetual and irrevocable.

Under the intellectual property agreement, Rayonier will also provide SpinCo with a six-month transitional trademark license to use and display other
Rayonier trademarks in connection with, among other things, inventory for sale, facilities, buildings, signage, documents and other identifiers. The
transitional trademark license will be worldwide, fully paid-up and royalty free. Subject to termination, the transitional trademark license will also be
irrevocable.

The intellectual property agreement will provide that, if SpinCo does not use a corporate name incorporating the name Rayonier in active commerce for
at least 12 consecutive months, the trademark license will
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automatically and immediately terminate. A party may terminate the license with respect to any trademark, other intellectual property or software upon an
uncured material breach of the other party with respect to such trademark, other intellectual property or software. A licensee under the agreement may also
terminate the trademark license, other intellectual property license or software license granted to it upon 30 days’ prior written notice to the other party.

The intellectual property agreement will also provide that (i) if Rayonier determines to permanently cease using the name Rayonier and the related marks
in active commerce, Rayonier will irrevocably assign such name and marks to SpinCo for aggregate consideration of $1.00 and (ii) if any licensor of certain
intellectual property (for example, copyrights and trade secrets, but not any trademarks or patents) determines to permanently cease using such intellectual
property and does not intend to transfer such intellectual property to a third party, such licensor will irrevocably assign such intellectual property to the
licensee for aggregate consideration of $1.00 (but only if such licensee is then using such intellectual property in such licensee’s business).

Procedures for Approval of Related Person Transactions

SpinCo’s board of directors is expected to adopt a written policy designed to minimize potential conflicts of interest in connection with SpinCo
transactions with related persons. This policy will define a “Related Person” to include any director, executive officer or person owning more than five
percent of SpinCo stock, any of their immediate family members and any entity with which any of the foregoing persons are employed or affiliated. The
policy will define a “Related Person Transaction” as a transaction, arrangement or relationship in which SpinCo is a participant, the amount involved exceeds
$120,000 and a Related Person has or will have a direct or indirect material interest.

Related Person Transactions requiring review by the Nominating and Corporate Governance Committee pursuant to this policy will be identified in:
 
 •  questionnaires annually distributed to SpinCo’s directors and officers;
 

 •  certifications submitted annually by SpinCo officers related to their compliance with SpinCo’s Standard of Ethics and Code of Corporate
Conduct; or

 
 •  communications made directly by the related person to the chief financial officer or general counsel.

In determining whether to approve or ratify a related person transaction, the Nominating and Corporate Governance Committee will consider the
following items, among others:
 
 •  the Related Person’s relationship to SpinCo and interest in any transaction with SpinCo;
 
 •  the material terms of a transaction with SpinCo, including the type and amount;
 
 •  the benefits to SpinCo of any proposed or actual transaction;
 
 •  the availability of other sources of comparable products and services that are part of a transaction with SpinCo; and
 
 •  if applicable, the impact on a director’s independence.

This process will be included in the written charter of the Nominating and Corporate Governance Committee, which charter will be available on the
corporate governance section of SpinCo’s investor relations web site (www.rayonieram.com). This web site will be operational as of June 27, 2014.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of material U.S. federal income tax consequences of the contribution by Rayonier of the performance fibers business (and
other assets) to SpinCo and the distribution by Rayonier of all of SpinCo’s outstanding common stock to its shareholders. This summary is based on the
Internal Revenue Code of 1986, as amended (“Code”), U.S. Treasury regulations promulgated thereunder and on judicial and administrative interpretations of
the Code and the U.S. Treasury regulations, all as in effect on the date of this information statement, and is subject to changes in these or other governing
authorities, any of which may have a retroactive effect.

In June 2014, Rayonier received a ruling from the IRS to the effect that the pre-separation transactions and the distribution of SpinCo common stock to
Rayonier’s stockholders will qualify as tax-free transactions under Sections 368(a)(1)(D) and 355 of the Code. The separation and distribution is conditioned
upon (i) such private letter ruling from the IRS not being revoked or modified in any material respect, and (ii) the receipt of an opinion of outside counsel to
Rayonier to the effect that, subject to the accuracy of and compliance with certain representations, assumptions and covenants, (a) the separation and the
distribution will qualify as a reorganization for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the Code, and (b) the Distribution
will qualify for non-recognition of gain or loss to Rayonier and Rayonier’s shareholders pursuant to Section 355 of the Code, except to the extent of cash
received in lieu of fractional shares.

This summary assumes that the separation and the distribution will be consummated in accordance with the separation and distribution agreement and as
described in this information statement. This summary does not purport to be a complete description of all U.S. federal income tax consequences of the
separation and the distribution nor does it address the effects of any state, local or foreign tax laws or U.S. federal tax laws other than those relating to income
taxes on the separation and the distribution. The tax treatment of a Rayonier shareholder may vary depending upon that shareholder’s particular situation, and
certain shareholders (including, but not limited to, insurance companies, tax-exempt organizations, financial institutions, broker-dealers, partners in
partnerships that hold common shares in Rayonier, pass-through entities, traders in securities who elect to apply a mark-to-market method of accounting,
shareholders who hold their Rayonier common shares as part of a “hedge,” “straddle,” “conversion,” “synthetic security,” “integrated investment” or
“constructive sale transaction,” individuals who received Rayonier common shares upon the exercise of employee stock options or otherwise as
compensation, and shareholders who are subject to alternative minimum tax) may be subject to special rules not discussed below. In addition, this summary
addresses the U.S. federal income tax consequences to a Rayonier shareholder who, for U.S. federal income tax purposes, is a U.S. person and not to a
Rayonier shareholder who is a non-resident alien individual, a foreign corporation, a foreign partnership, or a foreign trust or estate. Finally, this summary
does not address the U.S. federal income tax consequences to those Rayonier shareholders who do not hold their Rayonier common shares as capital assets
within the meaning of Section 1221 of the Code nor does it address any tax consequences arising under the unearned income Medicare contribution tax
pursuant to the Health Care and Education Reconciliation Act of 2010.

THIS SUMMARY IS FOR GENERAL INFORMATION PURPOSES ONLY, AND IT IS NOT INTENDED TO BE, AND IT SHOULD NOT
BE CONSTRUED TO BE, LEGAL OR TAX ADVICE TO ANY PARTICULAR SHAREHOLDER.

YOU SHOULD CONSULT YOUR OWN TAX ADVISOR REGARDING THE SPECIFIC TAX CONSEQUENCES TO YOU OF THE
DISTRIBUTION, INCLUDING THE APPLICABILITY AND EFFECT OF FEDERAL, STATE, LOCAL AND FOREIGN INCOME AND OTHER
TAX LAWS, IN LIGHT OF YOUR PARTICULAR CIRCUMSTANCES AND THE EFFECT OF POSSIBLE CHANGES IN LAW THAT MIGHT
AFFECT THE TAX CONSEQUENCES DESCRIBED IN THIS INFORMATION STATEMENT.

Rayonier has received a private letter ruling from the IRS to the effect that, among other things, the separation and the distribution will qualify as a
reorganization for U.S. federal income tax purposes under
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Sections 355 and 368(a)(1)(D) of the Code. It is a condition to the separation and distribution that such private letter ruling not be revoked or modified in any
material respect. Such ruling is based on, among other things, certain assumptions as well as on the accuracy, correctness and completeness of certain
representations and statements that Rayonier and SpinCo made to the IRS. Subject to the discussion below regarding Section 355(e) of the Code, neither
SpinCo nor Rayonier will recognize any gain or loss upon the separation and the distribution of SpinCo common stock and no amount will be includable in
the income of Rayonier or SpinCo as a result of the separation and the distribution other than taxable income or gain possibly arising out of internal
reorganizations undertaken in connection with the separation and distribution and with respect to any items required to be taken into account under U.S.
Treasury regulations relating to consolidated federal income tax returns;
 

 •  a Rayonier shareholder will not recognize any gain or loss and no amount will be includable in income as a result of the receipt of SpinCo common
stock pursuant to the distribution, except with respect to any cash received in lieu of fractional shares of SpinCo common stock (as described below);

 

 

•  a Rayonier shareholder’s aggregate tax basis in such shareholder’s Rayonier common shares following the distribution and in SpinCo common stock
received in the distribution (including any fractional share interest in SpinCo common stock for which cash is received) will equal such
shareholder’s tax basis in its Rayonier common shares immediately before the distribution, allocated between the Rayonier common shares and
SpinCo common stock (including any fractional share interest in SpinCo common stock for which cash is received) in proportion to their fair market
values on the distribution date;

 

 •  a Rayonier shareholder’s holding period for SpinCo common stock received in the distribution (including any fractional share interest in SpinCo
common stock for which cash is received) will include the holding period for that shareholder’s Rayonier common shares; and

 

 

•  a Rayonier shareholder who receives cash in lieu of a fractional share of SpinCo common stock in the distribution will be treated as having sold such
fractional share for cash, and will recognize capital gain or loss in an amount equal to the difference between the amount of cash received and the
Rayonier shareholder’s adjusted tax basis in the fractional share. That gain or loss will be long-term capital gain or loss if the shareholder’s holding
period for its Rayonier common shares exceeds one year at the time of the distribution.

U.S. Treasury regulations provide that if a Rayonier shareholder holds different blocks of Rayonier common shares (generally Rayonier common shares
purchased or acquired on different dates or at different prices), the aggregate basis for each block of Rayonier common shares purchased or acquired on the
same date and at the same price will be allocated, to the greatest extent possible, between the shares of SpinCo common stock received in the distribution in
respect of such block of Rayonier common shares and such block of Rayonier common shares, in proportion to their respective fair market values on the
distribution date. The holding period of the shares of SpinCo common stock received in the distribution in respect of such block of Rayonier common shares
will include the holding period of such block of Rayonier common shares. If a Rayonier shareholder is not able to identify which particular shares of SpinCo
common stock are received in the distribution with respect to a particular block of Rayonier common shares, for purposes of applying the rules described
above, the stockholder may designate which shares of SpinCo common stock are received in the distribution in respect of a particular block of Rayonier
common shares, provided that such designation is consistent with the terms of the distribution. Rayonier shareholders are urged to consult their own tax
advisors regarding the application of these rules to their particular circumstances.

U.S. Treasury regulations also require certain Rayonier shareholders who receive SpinCo common stock in the distribution to attach to the shareholder’s
U.S. federal income tax return for the year in which the stock is received a detailed statement setting forth certain information relating to the tax-free nature of
the distribution.
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Even if the distribution otherwise qualifies as tax-free for U.S. federal income tax purposes under Section 355 of the Code, it could be taxable to
Rayonier (but not Rayonier’s shareholders) under Section 355(e) of the Code if the distribution were later deemed to be part of a plan (or series of related
transactions) pursuant to which one or more persons acquire, directly or indirectly, stock representing a 50% or greater interest by vote or value, in Rayonier
or SpinCo. For this purpose, any acquisitions of Rayonier common shares or SpinCo common stock within the period beginning two years before the
distribution and ending two years after the distribution are presumed to be part of such a plan, although Rayonier or SpinCo may be able to rebut such
presumption.

Payments of cash to holders of Rayonier common shares in lieu of fractional shares may be subject to information reporting and backup withholding at a
rate of 28%, unless a shareholder provides proof of an applicable exemption or a correct taxpayer identification number and otherwise complies with the
requirements of the backup withholding rules. Backup withholding does not constitute an additional tax. Amounts withheld as backup withholding may be
refunded or credited against a shareholder’s U.S. federal income tax liability, provided that the required information is timely supplied to the IRS.

In connection with the distribution, SpinCo and Rayonier will enter into a tax matters agreement pursuant to which SpinCo will agree to be responsible
for certain tax liabilities and obligations following the distribution. For a description of the tax matters agreement, see “Certain Relationships and Related
Person Transactions—Tax Matters Agreement.”

The foregoing is a summary of material U.S. federal income tax consequences of the separation and the distribution under current law and
particular circumstances. The foregoing does not purport to address all U.S. federal income tax consequences or tax consequences that may arise
under the tax laws of other jurisdictions or that may apply to particular categories of shareholders.
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DESCRIPTION OF MATERIAL INDEBTEDNESS

Credit Facilities

Prior to the distribution, SpinCo anticipates entering into senior secured credit facilities comprised of a $110 million senior secured term loan facility (the
“Term A-1 Loan Facility”), a $290 million senior secured term loan facility (the “Term A-2 Loan Facility” and together with the Term A-1 Facility, the “Term
Loan Facilities”) and a $250 million senior secured revolving credit facility (which will include letter of credit and swingline loans subfacilities) (the
“Revolving Credit Facility” and together with the Term Loan Facilities, the “Credit Facilities”). SpinCo and Rayonier A.M. Products Inc. have engaged
Merrill Lynch Pierce Fenner & Smith Incorporated and CoBank, ACB as joint lead arrangers in connection with the Credit Facilities. SpinCo anticipates that
Bank of America, N.A. will be the administrative agent under the Credit Facilities. SpinCo also anticipates that Rayonier A.M. Products Inc. and SpinCo will
each be a borrower under the Revolving Credit Facility and that Rayonier A.M. Products Inc. will be the only borrower under the Term Loan Facilities.

Prior to the distribution, as described in “Certain Relationships and Related Person Transactions—Separation Agreement—Cash Transfers,” (i) Rayonier
A.M. Products Inc. intends to use the proceeds of borrowings under the Credit Facilities, along with proceeds from the notes, to make a cash distribution of
$875 million, less certain fees and expenses, to Rayonier TRS Holdings Inc., a wholly owned subsidiary of Rayonier, and (ii) SpinCo anticipates borrowing
$75 million under the Revolving Credit Facility and transferring the net proceeds of such borrowing, together with SpinCo common stock, to Rayonier and
assuming certain liabilities, in exchange for the contribution by Rayonier of Rayonier A.M. Products Inc.’s common stock and certain other assets to SpinCo.
Such borrowing by SpinCo under the Revolving Credit Facility is anticipated to be repaid with the proceeds of a delayed draw term loan expected to be made
available to Rayonier A.M. Products Inc. under the Term A-1 Facility promptly after the distribution. Rayonier A.M. Products Inc. also anticipates using
borrowings under the Credit Facilities (a) to pay fees and expenses incurred in connection with the separation and distribution and (b) for working capital and
general corporate purposes.

Set forth below is a summary of the anticipated terms of the Credit Facilities. As the final terms of the Credit Facilities have not yet been finalized, the
final terms may differ from those set forth herein.

Interest Rate and Fees

SpinCo anticipates that loans under the Revolving Credit Facility, Term A-1 Facility and Term A-2 Facility will bear interest at either (a) a base rate or
(b) an adjusted LIBOR rate, in each case, plus an applicable margin (the “Applicable Margin”), in the case of base rate loans, ranging between 0.25% and
1.00%, and in the case of adjusted LIBOR rate loans, ranging between 1.25% and 2.00%. SpinCo anticipates that the Applicable Margin for borrowings under
the Revolving Credit Facility, the Term A-1 Facility and Term A-2 Facility will be based on a consolidated total net leverage based pricing grid.

SpinCo anticipates that SpinCo and Rayonier A.M. Products Inc., as applicable, will also be required to pay commitment fees to the lenders under the
Revolving Credit Facility in respect of unutilized commitments thereunder. SpinCo anticipates that the amount of the commitment fees will be based on a
consolidated total net leverage based grid. In addition, SpinCo anticipates that SpinCo and Rayonier A.M. Products Inc., as applicable, will be required to pay
customary fees in connection with the issuance of letters of credit under the Revolving Credit Facility.

Guarantees and Security

All obligations under the Credit Facilities are expected to be guaranteed by SpinCo and, subject to certain exclusions and after giving pro forma effect to
the separation and distribution, by each of SpinCo’s and Rayonier A.M. Products Inc.’s existing and future direct and indirect wholly-owned domestic
subsidiaries (collectively, together with SpinCo, the “Credit Facility Guarantors”). Rayonier A.M. Products Inc. anticipates that the Credit
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Facility Guarantors and the guarantors of the notes will be substantially the same. In addition, SpinCo anticipates that Rayonier A.M. Products Inc. will
guarantee the obligations of SpinCo under the Revolving Credit Facility.

Rayonier A.M. Products Inc. and the Credit Facility Guarantors expect to grant the administrative agent and the lenders a valid and perfected lien and
security interest in substantially all present and future material assets, including the Jesup, Georgia facility real property (but excluding the Fernandina Beach
Facility), owned by Rayonier A.M. Products Inc. or any Credit Facility Guarantor.

Covenants and Events of Default

The Credit Facilities are expected to contain a number of covenants that restrict the ability of SpinCo, Rayonier A.M. Products Inc. and their restricted
subsidiaries to take certain specified actions, subject to certain significant exceptions, including: (i) creating liens; (ii) incurring indebtedness; (iii) making
investments and acquisitions; (iv) engaging in mergers and other fundamental changes; (v) making dispositions; (vi) making restricted payments, including
dividends and distributions; and (vii) consummating transactions with affiliates.

Under the Credit Facilities, it is anticipated that SpinCo will be required to maintain a consolidated first lien secured net leverage ratio of no greater than
3.00 to 1.00 and an interest coverage ratio of no less than 3:00 to 1.00, which covenants will be tested quarterly on a pro forma and trailing twelve month
basis.

Additionally, the Credit Facilities are expected to contain customary affirmative covenants for credit facilities of this kind and customary events of
default (subject, in certain cases, to customary grace or cure periods), including, without limitation, payment defaults, breach of covenant defaults, bankruptcy
defaults, judgment defaults, defaults under certain other indebtedness and changes in control.

Senior Notes

The following is a description of the material terms of the senior notes. The Indenture (as defined below) governing the notes is attached as Exhibit 4.1 to
the registration statement to which this information statement is attached.

On May 22, 2014, Rayonier A.M. Products Inc. issued $550 million aggregate principal amount of 5.50% senior notes due 2024. The notes are Rayonier
A.M. Products Inc.’s unsecured, unsubordinated obligations. SpinCo and (giving pro forma effect to the separation and distribution) each of the Rayonier
A.M. Products Inc.’s direct and indirect wholly-owned subsidiaries, other than Rayonier Foreign Sales Corporation, have guaranteed the senior notes on an
unsecured, unsubordinated basis.

If (x) the distribution date does not occur on or before September 15, 2014 or (y) the distribution is abandoned at any time prior thereto, Rayonier A.M.
Products Inc. will be required to redeem all of the notes on the special mandatory redemption date at a redemption price equal to 100.00% of their principal
amount plus accrued and unpaid interest to, but excluding, the redemption date. The obligation of Rayonier A.M. Products Inc. to pay accrued and unpaid
interest from the date of initial issuance to, but excluding, the special mandatory redemption date will be guaranteed by Rayonier, which guarantee will
terminate automatically upon the earlier of (a) the distribution date and (b) the deposit of funds sufficient to pay the special mandatory redemption price on or
before the special mandatory redemption date.

Rayonier A.M. Products Inc. offered and sold the notes in a private placement to qualified institutional buyers pursuant to Rule 144A under the
Securities Act and to non-U.S. persons pursuant to Regulation S under the Securities Act. On or after June 1, 2019, Rayonier A.M. Products Inc. may redeem
the notes, in whole or in part, at the redemption prices specified in the Indenture plus accrued and unpaid interest to, but excluding, the redemption date. Prior
to June 1, 2019, Rayonier A.M. Products Inc. may redeem some or all of the notes at a redemption price of 100% of the principal amount, plus accrued and
unpaid interest, to, but excluding, the
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redemption date, plus a “make-whole” premium. Prior to June 1, 2017, Rayonier A.M. Products Inc. may redeem up to 40% of the notes using proceeds from
certain equity offerings in accordance with the terms of the Indenture.

The senior notes are governed by an indenture, dated as of May 22, 2014 (the “Indenture”) between SpinCo, Rayonier A.M. Products Inc., the guarantors
party thereto and Wells Fargo Bank, National Association, as trustee. Subject to certain qualifications and exceptions, the Indenture limits the ability of
SpinCo, Rayonier A.M. Products Inc. and any restricted subsidiary to, among other things, (i) incur, assume or guarantee additional indebtedness, (ii) pay
dividends or make distributions or purchase or otherwise acquire or retire for value capital stock, (iii) make any principal payment on, or redeem or
repurchase, subordinated debt, (iv) make loans and investments, (v) incur liens, (vi) sell or otherwise dispose of assets, including capital stock of subsidiaries,
(vii) consolidate or merge with or into, or sell all or substantially all of its assets to, another person, and (vii) enter into transactions with affiliates.

The Indenture also provides for certain events of default (subject, in certain cases, to receipt of notice of default and/or customary grace or cure periods),
including, but not limited to, (i) failure to pay interest when due, (ii) failure to pay principal when due, (iii) failure of SpinCo, Rayonier A.M. Products Inc. or
any restricted subsidiary to comply with any of its obligations, covenants or agreements in the notes or the Indenture and (iv) certain specified events of
bankruptcy, insolvency or reorganization of SpinCo, Rayonier A.M. Products Inc. or certain significant subsidiary of SpinCo.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Before the separation, all of the outstanding shares of SpinCo’s common stock will be owned beneficially and of record by Rayonier. Following the
distribution, SpinCo expects to have outstanding an aggregate of approximately 42.2 million shares of common stock based upon approximately
126.5 million Rayonier common shares outstanding on June 13, 2014, excluding treasury shares and assuming no exercise of Rayonier options, and applying
the distribution ratio.

Security Ownership of Certain Beneficial Owners

The following table reports the number of shares of SpinCo common stock that SpinCo expects will be beneficially owned, immediately following the
completion of the distribution by each person who will beneficially own more than five percent of SpinCo’s common stock. The table is based upon
information available as of June 13, 2014 as to those persons who beneficially own more than five percent of Rayonier’s common shares and an assumption
that, for every three Rayonier common shares held by such persons, they will receive one share of SpinCo common stock.
 

Name and Address of Beneficial Owner   
Amount and Nature of Beneficial

Ownership    Percent of Class 

BlackRock, Inc    3,256,192(1)    7.70% 
40 East 52 Street
New York, NY 10022     

The Vanguard Group    2,277,361(2)    5.41% 
100 Vanguard Boulevard
Malvern, PA 19355     

 
(1) Holdings and percent of class as of December 31, 2013 as reported to the SEC on Schedule 13G/A on January 30, 2014, indicating sole voting power

over 8,887,244 Rayonier common shares and sole dispositive power over 9,768,578 Rayonier common shares.
(2) Holdings and percent of class as of December 31, 2013 as reported to the SEC on Schedule 13G on February 12, 2014, indicating sole voting power

over 115,068 Rayonier common shares, sole dispositive power over 6,729,817 Rayonier common shares and shared dispositive power over 102,268
Rayonier common shares.
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Share Ownership of Executive Officers and Directors

The following table sets forth information, immediately following the completion of the separation calculated as of June 13, 2014, based upon the
distribution of one share of SpinCo common stock for every three common shares of Rayonier, regarding (1) each expected director, director nominee and
named executive officer of SpinCo and (2) all of SpinCo’s expected directors and executive officers as a group. The address of each director, director nominee
and executive officer shown in the table below is c/o Rayonier Advanced Materials Inc., Attention: Corporate Secretary, 1301 Riverplace Boulevard, Suite
2300 Jacksonville, Florida 32207.
 

Name of Beneficial Owner   
Shares Beneficially

Owned   

Exercisable
Stock

Options (1)    

Percent
of

Class  
DeLyle W. Bloomquist.    0    0     *    
Paul G. Boynton    106,118 (2)   168,217     *    
C. David Brown, II    14,229 (3)   0     *    
Mark E. Gaumond    2,819 (3)   0     *    
James F. Kirsch    0    0     *    
James H. Miller    2,265 (3)   0     *    
Thomas I. Morgan    2,386 (3)   0     *    
Lisa M. Palumbo    2,927 (2)   0     *    
Ronald Townsend    3,816 (3)   0     *    
Benson K. Woo    0    0     *    
Michael R. Herman    57,410 (2)   66,086     *    
Charles H. Hood    14,380 (2)(3)   30,592     *    
Jack M. Kriesel    15,928 (2)   47,168     *    
James L. Posze Jr.    2,213 (2)   5,358     *    
Frank A. Ruperto    1,823 (2)(3)   0     *    

    
 

   
 

    
 

All directors and officers as a group (15 persons)    226,314 (2)(3)   317,421     1.29% 

  *   Indicates that the percentage of beneficial ownership of the director or executive officer does not exceed 1 percent of the class.
(1) Pursuant to SEC regulations, shares receivable through the exercise of employee stock options that are exercisable within 60 days after

June 13, 2014 are deemed to be beneficially owned as of June 13, 2014.
(2) Includes the following share amounts allocated under the Savings Plan to the accounts of Mr. Boynton, 11,428; Mr. Herman, 2,051;

Mr. Hood, 1,721; Mr. Kriesel, 367; Ms. Palumbo, 1,325 and all directors and executive officers as a group, 17,441.
(3) Includes outstanding unvested restricted stock awards as follows: Messrs. Brown, Gaumond, Miller, Morgan and Townsend, 2,107,

Mr. Hood, 4,700 and all directors and executive officers as a group, 20,681.
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DESCRIPTION OF RAYONIER ADVANCED MATERIALS INC.’S CAPITAL STOCK

SpinCo’s certificate of incorporation and bylaws will be amended and restated prior to the separation. The following is a summary of the material terms
of SpinCo’s capital stock that will be contained in the amended and restated certificate of incorporation and bylaws. The summaries and descriptions below
do not purport to be complete statements of the relevant provisions of the certificate of incorporation or of the bylaws to be in effect at the time of the
distribution, which you must read for complete information on SpinCo’s capital stock as of the time of the distribution. The certificate of incorporation and
bylaws, each in a form expected to be in effect at the time of the distribution, are included as exhibits to SpinCo’s registration statement on Form 10, of which
this information statement forms a part. SpinCo will include its amended and restated certificate of incorporation and bylaws, as in effect at the time of the
distribution, in a Current Report on Form 8-K filed with the SEC. The summaries and descriptions below do not purport to be complete statements of the
Delaware General Corporation Law.

General

SpinCo’s authorized capital stock consists of 140 million shares of common stock, par value $0.01 per share, and 10 million shares of preferred stock,
par value $0.01 per share, all of which shares of preferred stock are undesignated. SpinCo’s board of directors may establish the rights and preferences of the
preferred stock from time to time. Immediately following the distribution, SpinCo expects that approximately 42.2 million shares of its common stock will be
issued and outstanding and that no shares of preferred stock will be issued and outstanding.

Common Stock

Each holder of SpinCo common stock will be entitled to one vote for each share on all matters to be voted upon by the common stockholders, and there
will be no cumulative voting rights. Subject to any preferential rights of any outstanding preferred stock, holders of SpinCo common stock will be entitled to
receive ratably the dividends, if any, as may be declared from time to time by its board of directors out of funds legally available for that purpose. If there is a
liquidation, dissolution or winding up of SpinCo, holders of its common stock would be entitled to ratable distribution of its assets remaining after the
payment in full of liabilities and any preferential rights of any then outstanding preferred stock.

Holders of SpinCo common stock will have no preemptive or conversion rights or other subscription rights, and there are no redemption or sinking fund
provisions applicable to the common stock. After the distribution, all outstanding shares of SpinCo common stock will be fully paid and non-assessable. The
rights, preferences and privileges of the holders of SpinCo common stock are subject to, and may be adversely affected by, the rights of the holders of shares
of any series of preferred stock that SpinCo may designate and issue in the future.

Preferred Stock

Under the terms of SpinCo’s amended and restated certificate of incorporation, its board of directors will be authorized, subject to limitations prescribed
by the Delaware General Corporation Law, or the DGCL, and by its certificate of incorporation, to issue up to 10 million shares of preferred stock in one or
more series without further action by the holders of its common stock. SpinCo’s board of directors will have the discretion, subject to limitations prescribed
by the DGCL and by SpinCo’s certificate of incorporation, to determine the rights, preferences, privileges and restrictions, including voting rights, dividend
rights, conversion rights, redemption privileges and liquidation preferences, of each series of preferred stock.

Anti-Takeover Effects of Various Provisions of Delaware Law and SpinCo’s Certificate of Incorporation and Bylaws

Provisions of the DGCL and SpinCo’s certificate of incorporation and bylaws could make it more difficult to acquire SpinCo by means of a tender offer,
a proxy contest or otherwise, or to remove incumbent officers and directors. These provisions, summarized below, are expected to discourage certain types of
coercive takeover
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practices and takeover bids that its board of directors may consider inadequate and to encourage persons seeking to acquire control of SpinCo to first
negotiate with SpinCo’s board of directors. SpinCo believes that the benefits of increased protection of its ability to negotiate with the proponent of an
unfriendly or unsolicited proposal to acquire or restructure it outweigh the disadvantages of discouraging takeover or acquisition proposals because, among
other things, negotiation of these proposals could result in an improvement of their terms.

Delaware Anti-Takeover Statute. SpinCo will be subject to Section 203 of the DGCL, an anti-takeover statute. In general, Section 203 of the DGCL
prohibits a publicly-held Delaware corporation from engaging in a “business combination” with an “interested stockholder” for a period of three years
following the time the person became an interested stockholder, unless the business combination or the acquisition of shares that resulted in a stockholder
becoming an interested stockholder is approved in a prescribed manner. Generally, a “business combination” includes a merger, asset or stock sale, or other
transaction resulting in a financial benefit to the interested stockholder. Generally, an “interested stockholder” is a person who, together with affiliates and
associates, owns (or within three years prior to the determination of interested stockholder status did own) 15 percent or more of a corporation’s voting stock.
The existence of this provision would be expected to have an anti-takeover effect with respect to transactions not approved in advance by SpinCo’s board of
directors, including discouraging attempts that might result in a premium over the market price for the shares of common stock held by SpinCo’s
stockholders.

Classified Board. SpinCo’s amended and restated certificate of incorporation and bylaws will provide that its board of directors will be divided into three
classes. At the time of the separation, SpinCo’s board of directors will be divided into three classes, each comprised of three directors. The three directors
designated as Class I directors will have terms expiring at the first annual meeting of stockholders following the distribution, which SpinCo expects to hold in
2015. The three directors designated as Class II directors will have terms expiring at the following year’s annual meeting of stockholders, which SpinCo
expects to hold in 2016, and the three directors designated as Class III directors will have terms expiring at the following year’s annual meeting of
stockholders, which SpinCo expects to hold in 2017. Commencing with the first annual meeting of stockholders following the separation, directors for each
class will be elected at the annual meeting of stockholders held in the year in which the term for that class expires and thereafter will serve for a term of three
years. At any meeting of stockholders for the election of directors at which a quorum is present, the election will be determined by a majority of the votes cast
by the stockholders entitled to vote in the election, with directors not receiving a majority of the votes cast required to tender their resignations for
consideration by the board, except that in the case of a contested election, the election will be determined by a plurality of the votes cast by the stockholders
entitled to vote in the election. Under the classified board provisions, it would take at least two elections of directors for any individual or group to gain
control of SpinCo’s board. Accordingly, these provisions could discourage a third party from initiating a proxy contest, making a tender offer or otherwise
attempting to gain control of SpinCo.

Removal of Directors. SpinCo’s amended and restated bylaws will provide that its stockholders may only remove its directors for cause.

Amendments to Certificate of Incorporation. SpinCo’s amended and restated certificate of incorporation will provide that the affirmative vote of the
holders of at least 80 percent of its voting stock then outstanding is required to amend certain provisions relating to the number, term and removal of its
directors, the ability of the board to issue preferred stock, the filling of its board vacancies, the calling of special meetings of stockholders, stockholder action
by written consent, and director and officer indemnification.

Amendments to Bylaws. SpinCo’s amended and restated bylaws will provide that they may be amended by SpinCo’s board of directors or by the
affirmative vote of holders of a majority of SpinCo’s voting stock then outstanding, except that the affirmative vote of holders of at least 80 percent of
SpinCo’s voting stock then outstanding is required to amend certain provisions relating to the number, term and removal of SpinCo’s directors, the filling of
its board vacancies, the calling of special meetings of stockholders, stockholder action by written consent, and director and officer indemnification.
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Size of Board and Vacancies. SpinCo’s amended and restated bylaws will provide that the number of directors on its board of directors will be fixed
exclusively by its board of directors. Any vacancies created in its board of directors resulting from any increase in the authorized number of directors or the
death, resignation, retirement, disqualification, removal from office or other cause will be filled by a majority of the board of directors then in office, even if
less than a quorum is present, or by a sole remaining director. Any director appointed to fill a vacancy on SpinCo’s board of directors will be appointed for a
term expiring at the next election of the class for which such director has been appointed, and until his or her successor has been elected and qualified.

Special Stockholder Meetings. SpinCo’s amended and restated certificate of incorporation will provide that only the chairman of its board of directors or
its board of directors pursuant to a resolution adopted by a majority of the entire board of directors may call special meetings of SpinCo stockholders.
Stockholders may not call special stockholder meetings.

Stockholder Action by Written Consent. SpinCo’s amended and restated certificate of incorporation will expressly eliminate the right of its stockholders
to act by written consent. Stockholder action must take place at the annual or a special meeting of SpinCo stockholders.

Requirements for Advance Notification of Stockholder Nominations and Proposals. SpinCo’s amended and restated bylaws will establish advance notice
procedures with respect to stockholder proposals and nomination of candidates for election as directors other than nominations made by or at the direction of
its board of directors or a committee of its board of directors.

No Cumulative Voting. The DGCL provides that stockholders are denied the right to cumulate votes in the election of directors unless the company’s
certificate of incorporation provides otherwise. SpinCo’s amended and restated certificate of incorporation will not provide for cumulative voting.

Undesignated Preferred Stock. The authority that SpinCo’s board of directors will possess to issue preferred stock could potentially be used to discourage
attempts by third parties to obtain control of SpinCo’s company through a merger, tender offer, proxy contest or otherwise by making such attempts more
difficult or more costly. SpinCo’s board of directors may be able to issue preferred stock with voting rights or conversion rights that, if exercised, could
adversely affect the voting power of the holders of common stock.

Limitations on Liability, Indemnification of Officers and Directors and Insurance

The DGCL authorizes corporations to limit or eliminate the personal liability of directors to corporations and their stockholders for monetary damages
for breaches of directors’ fiduciary duties as directors, and SpinCo’s amended and restated certificate of incorporation will include such an exculpation
provision. SpinCo’s amended and restated certificate of incorporation and bylaws will include provisions that indemnify, to the fullest extent allowable under
the DGCL, the personal liability of directors or officers for monetary damages for actions taken as a director or officer of SpinCo, or for serving at SpinCo’s
request as a director or officer or another position at another corporation or enterprise, as the case may be. SpinCo’s amended and restated certificate of
incorporation and bylaws will also provide that SpinCo must indemnify and advance reasonable expenses to its directors and officers, subject to its receipt of
an undertaking from the indemnified party as may be required under the DGCL. SpinCo’s amended and restated certificate of incorporation will expressly
authorize SpinCo to carry directors’ and officers’ insurance to protect SpinCo, its directors, officers and certain employees for some liabilities.

The limitation of liability and indemnification provisions that will be in SpinCo’s amended and restated certificate of incorporation and bylaws may
discourage stockholders from bringing a lawsuit against directors for breach of their fiduciary duty. These provisions may also have the effect of reducing the
likelihood of derivative litigation against SpinCo’s directors and officers, even though such an action, if successful, might otherwise benefit SpinCo and its
stockholders. However, these provisions will not limit or eliminate SpinCo’s rights, or those of any stockholder, to seek non-monetary relief such as
injunction or rescission in the event of a breach of a
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director’s duty of care. The provisions will not alter the liability of directors under the federal securities laws. In addition, your investment may be adversely
affected to the extent that, in a class action or direct suit, SpinCo pays the costs of settlement and damage awards against directors and officers pursuant to
these indemnification provisions. There is currently no pending material litigation or proceeding against any SpinCo directors, officers or employees for
which indemnification is sought.

Exclusive Forum

SpinCo’s amended and restated certificate of incorporation will provide that unless the board of directors otherwise determines, the Court of Chancery of
the State of Delaware will be the sole and exclusive forum for any derivative action or proceeding brought on behalf of SpinCo, any action asserting a claim
of breach of a fiduciary duty owed by any director or officer of SpinCo to SpinCo or SpinCo’s stockholders, creditors or other constituents, any action
asserting a claim against SpinCo or any director or officer of SpinCo arising pursuant to any provision of the DGCL or SpinCo’s amended and restated
certificate of incorporation or bylaws, or any action asserting a claim against SpinCo or any director or officer of SpinCo governed by the internal affairs
doctrine. However, if the Court of Chancery of the State of Delaware dismisses any such action for lack of subject matter jurisdiction, the action may be
brought in another court sitting in the State of Delaware. Although SpinCo’s amended and restated certificate of incorporation will include this exclusive
forum provision, it is possible that a court could rule that this provision is inapplicable or unenforceable.

Authorized but Unissued Shares

SpinCo’s authorized but unissued shares of common stock and preferred stock will be available for future issuance without your approval. SpinCo may
use additional shares for a variety of purposes, including future public offerings to raise additional capital, to fund acquisitions and as employee
compensation. The existence of authorized but unissued shares of common stock and preferred stock could render more difficult or discourage an attempt to
obtain control of SpinCo by means of a proxy contest, tender offer, merger or otherwise.

Listing

SpinCo has been authorized to have its shares of common stock listed on the New York Stock Exchange under the symbol “RYAM,” subject to official
notice of distribution.

Sale of Unregistered Securities

On January 16, 2014, SpinCo issued 1,000 shares of its common stock to Rayonier pursuant to Section 4(2) of the Securities Act. SpinCo did not register
the issuance of the issued shares under the Securities Act because such issuances did not constitute public offerings.

Transfer Agent and Registrar

After the distribution, the transfer agent and registrar for SpinCo’s common stock will be Computershare Trust Company, N.A.
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WHERE YOU CAN FIND MORE INFORMATION

SpinCo has filed a registration statement on Form 10 with the SEC with respect to the shares of SpinCo common stock being distributed as contemplated
by this information statement. This information statement is a part of, and does not contain all of the information set forth in, the registration statement and
the exhibits and schedules to the registration statement. For further information with respect to SpinCo and its common stock, please refer to the registration
statement, including its exhibits and schedules. Statements made in this information statement relating to any contract or other document filed as an exhibit to
the registration statement include the material terms of such contract or other document. However, such statements are not necessarily complete, and you
should refer to the exhibits attached to the registration statement for copies of the actual contract or document. You may review a copy of the registration
statement, including its exhibits and schedules, at the SEC’s public reference room, located at 100 F Street, NE, Washington, D.C. 20549, by calling the SEC
at 1-800-SEC-0330 as well as on the Internet website maintained by the SEC at www.sec.gov. Information contained on any website referenced in this
information statement is not incorporated by reference in this information statement.

As a result of the distribution, SpinCo will become subject to the information and reporting requirements of the Exchange Act and, in accordance with
the Exchange Act, will file periodic reports, proxy statements and other information with the SEC.

SpinCo intends to furnish holders of its common stock with annual reports containing consolidated financial statements prepared in accordance with U.S.
generally accepted accounting principles and audited and reported on, with an opinion expressed, by an independent registered public accounting firm.

You should rely only on the information contained in this information statement or to which this information statement has referred you. SpinCo has not
authorized any person to provide you with different information or to make any representation not contained in this information statement.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Rayonier Inc.:

We have audited the accompanying combined balance sheets of Rayonier Advanced Materials Inc., (“SpinCo”) as of December 31, 2013 and 2012, and the
related combined statements of income and comprehensive income, and cash flows for each of the three years in the period ended December 31, 2013. Our
audits also included the financial statement schedule listed in the Index at Item 15(a). These combined financial statements and schedule are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these combined financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Company’s internal control over financial reporting. Our audits included consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the financial position of Rayonier Advanced
Materials Inc., (“SpinCo”) at December 31, 2013 and 2012, and the results of its operations and its cash flows for each of the three years in the period ended
December 31, 2013, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when
considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the information set forth therein.

/s/ Ernst & Young LLP
Certified Public Accountants

Jacksonville, Florida
March 31, 2014
 

F-1



Table of Contents

RAYONIER ADVANCED MATERIALS INC.
COMBINED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

For the Years Ended December 31,
(Thousands of dollars)

 
   2013    2012    2011  
SALES    $  1,046,603      $  1,095,376      $  1,021,416   

    
 

    
 

    
 

Costs and Expenses   
Cost of sales    714,038      715,707      697,918   

    
 

    
 

    
 

Gross margin    332,565      379,669      323,498   
      

Selling and general expenses    35,778      35,684      33,110   
Other operating expense, net    8,164      2,003      7,434   

    
 

    
 

    
 

OPERATING INCOME    288,623      341,982      282,954   
Interest and miscellaneous income, net    292      507      98   

    
 

    
 

    
 

INCOME BEFORE INCOME TAXES    288,915      342,489      283,052   
Income tax expense    69,148      100,393      69,234   

    
 

    
 

    
 

NET INCOME    219,767      242,096      213,818   
    

 
    

 
    

 

OTHER COMPREHENSIVE INCOME (LOSS)   
Gain (loss) from pension and postretirement plans, net of income tax (expense) benefit

of ($14,353), ($233) and $10,159    24,971      406      (17,675)  
    

 
    

 
    

 

Total other comprehensive income (loss)    $ 24,971      $ 406      $ (17,675)  
    

 
    

 
    

 

COMPREHENSIVE INCOME    $ 244,738      $ 242,502      $ 196,143   
    

 

    

 

    

 

See Notes to Combined Financial Statements.
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RAYONIER ADVANCED MATERIALS INC.
COMBINED BALANCE SHEETS

As of December 31,
(Thousands of dollars)

 

  

Supplemental
Unaudited
Pro Forma        

  2013   2013   2012  
ASSETS    

CURRENT ASSETS    
Cash and cash equivalents   $ —      $ —      $ —   
Accounts receivable, less allowance for doubtful accounts of $140 (for all periods presented)   71,097     71,097     77,476   
Inventory   128,706     128,706     116,991   
Deferred tax assets   22,532     22,532     3,648   
Prepaid and other current assets   23,720     23,720     20,505   

   
 

   
 

   
 

Total current assets   246,055     246,055     218,620   
   

 
   

 
   

 

PROPERTY, PLANT AND EQUIPMENT    
Land   13,456     13,456     15,130   
Buildings   173,554     173,554     127,946   
Machinery and equipment   1,749,410     1,749,410     1,375,221   
Construction in progress   19,533     19,533     263,317   

   
 

   
 

   
 

Total property, plant and equipment, gross   1,955,953     1,955,953     1,781,614   
Less—accumulated depreciation   (1,109,665)    (1,109,665)    (1,100,868)  

   
 

   
 

   
 

Total property, plant and equipment, net   846,288     846,288     680,746   
   

 
   

 
   

 

OTHER ASSETS   27,923     27,923     21,235   
   

 
   

 
   

 

TOTAL ASSETS   $ 1,120,266      $ 1,120,266      $ 920,601   
   

 

   

 

   

 

LIABILITIES AND NET INVESTMENT    
CURRENT LIABILITIES    

Accounts payable   $ 54,198      $ 54,198      $ 65,944   
Accrued taxes   1,867     1,867     8,355   
Accrued payroll and benefits   10,814     10,814     12,269   
Accrued customer incentives   7,728     7,728     8,805   
Distribution payable to Rayonier Inc.   950,000     —     —   
Other current liabilities   5,239     5,239     346   

   
 

   
 

   
 

Total current liabilities   1,029,846     79,846     95,719   
   

 
   

 
   

 

PENSION AND OTHER POSTRETIREMENT BENEFITS   21,793     21,793     51,981   
DEFERRED INCOME TAXES   49,224     49,224     47,147   
OTHER NON-CURRENT LIABILITIES   1,102     1,102     1,050   
COMMITMENTS AND CONTINGENCIES (Note 12, 13 and 14)    
NET INVESTMENT    

Retained earnings   1,415,894     1,415,894     1,196,127   
Transfers to Parent, net   (1,357,894)    (407,894)    (406,753)  
Accumulated other comprehensive loss   (39,699)    (39,699)    (64,670)  

   
 

   
 

   
 

TOTAL NET INVESTMENT   18,301     968,301     724,704   
   

 
   

 
   

 

TOTAL LIABILITIES AND NET INVESTMENT   $ 1,120,266    $ 1,120,266      $ 920,601   
   

 

   

 

   

 

See Notes to Combined Financial Statements.
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RAYONIER ADVANCED MATERIALS INC.
COMBINED STATEMENTS OF CASH FLOWS

For the Years Ended December 31,
(Thousands of dollars)

 
  2013   2012   2011  
OPERATING ACTIVITIES    
Net income   $     219,767     $     242,096      $    213,818   
Adjustments to reconcile net income to cash provided by operating activities:    

Depreciation and amortization   74,386     60,909     56,128   
Stock-based incentive compensation expense   6,230     8,227     7,954   
Deferred income taxes   (31,161)    (827)    (2,694)  
Amortization of losses from pension and postretirement plans   8,398     7,134     4,976   
Loss from sale/disposal of property, plant and equipment   2,390     2,319     7,498   
Other   (636)    (1,725)    566   

Changes in operating assets and liabilities:    
Receivables   6,380     5,979     (12,030)  
Inventories   (11,715)    (12,118)    (6,690)  
Accounts payable   (2,763)    (9,019)    9,185   
Accrued customer incentives   (1,077)    736     (1,690)  
Uncertain tax positions   4,767     —     (16,000)  
All other operating activities   (16,928)    1,502     (3,289)  

   
 

   
 

   
 

CASH PROVIDED BY OPERATING ACTIVITIES   258,038     305,213     257,732   
   

 
   

 
   

 

INVESTING ACTIVITIES    
Capital expenditures   (96,008)    (105,406)    (96,526)  
Jesup mill cellulose specialties expansion project   (141,143)    (201,359)    (42,894)  
Other   (13,516)    1,513     8,526   

   
 

   
 

   
 

CASH USED FOR INVESTING ACTIVITIES   (250,667)    (305,252)    (130,894)  
   

 
   

 
   

 

FINANCING ACTIVITIES    
Net payments (to)/from Parent   (7,371)    39     (126,838)  

   
 

   
 

   
 

CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES   (7,371)    39     (126,838)  
   

 
   

 
   

 

CASH AND CASH EQUIVALENTS    
Change in cash and cash equivalents   —     —     —   
Balance, beginning of year   —     —     —   

   
 

   
 

   
 

Balance, end of year    $ —      $ —      $ —   
   

 

   

 

   

 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION    
Non-cash investing activity:    

Capital assets purchased on account    $ 14,106      $ 23,090      $ 19,574   
   

 

   

 

   

 

See Notes to Combined Financial Statements.
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
(Dollar amounts in thousands unless otherwise stated)

 
1. SEPARATION AND BASIS OF PRESENTATION

The Separation

On January 27, 2014, Rayonier Inc. (“Rayonier”) announced that it intended to separate its performance fibers business from its forest resources and real
estate businesses. Rayonier announced that it intended to effect the separation through a pro rata distribution of the common stock of a new entity, Rayonier
Advanced Materials Inc. (“SpinCo”), which was formed to hold the assets and liabilities associated with the performance fibers business. The separation and
distribution is subject to final approval by the Rayonier board of directors.

Basis of Presentation

The accompanying financial statements have been prepared in accordance with U.S generally accepted accounting principles for the purpose of
separately presenting the financial position of the Performance Fibers segment of Rayonier and the results of operations, cash flows and changes in equity.
Historically, financial statements have not been prepared for the performance fibers business and the accompanying financial statements for SpinCo have
been derived from the historical accounting records of Rayonier. The historical operating results and cash flows of SpinCo as presented may not be indicative
of what they would have been had SpinCo been a stand-alone entity, nor are they necessarily indicative of what SpinCo’s operating results and cash flows
may be in the future.

The statements of operations for SpinCo include allocations of certain costs from Rayonier related to the operations of SpinCo including: medical costs
for active salaried and retired employees, worker’s compensation, general liability and property insurance, salaried payroll costs, equity based compensation
and a pro-rata share of direct corporate administration expense for accounting, human resource services and information system maintenance. These corporate
administrative costs were charged to SpinCo based on employee headcount and payroll costs. The combined statements of income also include expense
allocations for certain corporate functions historically performed by Rayonier and not allocated to its operating segments. These allocations are based on
revenues and specific identification of time and/or activities associated with SpinCo. Management believes the methodologies employed for the allocation of
costs were reasonable in relation to the historical reporting of Rayonier, but may not be indicative of costs had SpinCo operated on a stand-alone basis, nor
what the costs may be in the future. Actual costs that would have been incurred if SpinCo had been a stand-alone company would depend on multiple factors,
including organizational structure and strategic decisions made in various areas, including division of shared services in human resources, payroll, legal,
finance, procurement, information technology and infrastructure, among others.

Rayonier uses a centralized approach to the cash management and financing of its operations. SpinCo’s cash is transferred to Rayonier daily and
Rayonier funds SpinCo’s operating and investing activities as needed. Accordingly, the cash and cash equivalents held by Rayonier at the corporate level
were not allocated to SpinCo for any of the periods presented. SpinCo reflects transfers of cash to and from Rayonier’s cash management system (including
cash taxes paid) as a component of “Transfers to Parent, net” on the combined balance sheets. SpinCo has not included any interest expense for intercompany
cash advances from Rayonier, since historically Rayonier has not allocated interest expense related to intercompany advances to any of its businesses. In
addition, none of Rayonier’s interest income was allocated since excess cash of SpinCo’s operations was assumed to be remitted to Rayonier.

None of Rayonier’s interest expense and short term and long-term debt was allocated to SpinCo, since none of the debt was specific to the performance
fibers business. Additionally, Rayonier entities outside of the performance fibers business are the primary obligors of the debt and the cash generated from
performance fibers was adequate to fund SpinCo’s operations. Significant changes in the operations or capital structure of SpinCo
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could have occurred if it operated as an independent stand-alone company, including a change in capital structure involving the addition of debt and/or equity
instruments, which could have had a significant impact on its financial position and results of operations.

The financial statements for SpinCo include a provision for income taxes determined on a separate return basis which takes into account the impact of
the Alternative Fuel Mixture Credit (“AFMC”) and subsequent exchanges for the Cellulosic Biofuel Producer Credit (“CBPC”). SpinCo was a subsidiary of
Rayonier and, for purposes of U.S. federal and state income taxes, was not directly subject to income taxes but was included in the income tax return of
Rayonier TRS Holdings Inc., a wholly-owned subsidiary of Rayonier.

Rayonier assets specifically identified and assigned to SpinCo include all of Rayonier’s performance fiber producing assets and related inventories at its
Jesup, Georgia and Fernandina Beach, Florida sites and four chip mills located in Georgia and Virginia. Other assets include customer accounts receivable,
inventory, spare part inventory and deferred tax assets. Liabilities specifically identified with SpinCo include accounts payable, property taxes, payroll,
customer incentives, deferred tax liabilities related to differences in the book and tax basis of the pulp producing assets and the net liabilities of the Jesup and
Fernandina pension and post-retirement plans. The pension and OPEB liabilities were estimated using the same actuarial liability assumptions as those used
in the consolidated Rayonier financial statements for active and retired hourly and salaried employees of SpinCo.

Unaudited Supplemental Pro Forma Information. Staff Accounting Bulletin 1.B.3 requires that certain distributions to owners prior to or coincident
with a separation be considered as distributions in contemplation of the separation. Prior to the completion of SpinCo’s separation from Rayonier, SpinCo
intends to distribute approximately $950 million to Rayonier. The supplemental pro forma statement of financial position as of December 31, 2013, gives pro
forma effect to the assumed distribution as though it had been declared and was payable as of that date.

Events and transactions subsequent to the balance sheet date have been evaluated through March 31, 2014, the date these combined financial statements
were issued, for potential recognition or disclosure in the combined financial statements.
 
2. NATURE OF BUSINESS OPERATIONS

SpinCo is a leading manufacturer of high-value cellulose fibers with two production facilities in Jesup, Georgia and Fernandina Beach, Florida, which
have a combined annual capacity of approximately 675,000 metric tons. These fiber products are sold throughout the world to companies that produce a wide
variety of products, including cigarette filters, foods, pharmaceuticals, textiles, electronics and various industrial applications. Approximately 58 percent of
performance fibers sales are to export customers, primarily in Asia and Europe.

In 2011, SpinCo began a capital project, the Cellulose Specialties Expansion (“CSE”), to convert a fiber line at the Jesup, Georgia mill from absorbent
materials to cellulose specialties. The CSE was completed in 2013 at a total cost of $385 million and added approximately 190,000 metric tons of cellulose
specialties capacity, bringing total cellulose specialties capacity to about 675,000 metric tons. In July 2013, SpinCo restarted the converted production line
and began the qualification process for the line’s production with its customers. Production of cellulose specialties is expected to gradually increase to
capacity by 2017/2018. SpinCo’s primary products consist of the following:

Cellulose specialties—SpinCo is a producer of cellulose specialties, most of which are used in dissolving chemical applications that require a highly
purified form of cellulose fiber. SpinCo concentrates on producing the most high-value, technologically-demanding forms of cellulose specialty products,
such as cellulose acetate and high purity cellulose ethers, and is a leading supplier of these products.
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Commodity viscose—As a result of the start-up of the CSE project, SpinCo began producing commodity viscose at the Jesup mill. Commodity viscose is

primarily sold to producers of viscose staple fibers, which are used in the manufacture of textiles for clothing and other fabrics, and in non-woven
applications such as baby wipes, cosmetic and personal wipes, industrial wipes and mattress ticking.

Absorbent materials—SpinCo has historically been a producer of fibers for absorbent hygiene products. These fibers are typically referred to as fluff
fibers and are used as an absorbent medium in products such as disposable baby diapers, feminine hygiene products, incontinence pads, convalescent bed
pads, industrial towels and wipes and non-woven fabrics.

SpinCo operates in one reportable business segment: Performance Fibers. See Note 4 — Segment and Geographical Information to the Combined
Financial Statements for further discussion.
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Combination

The combined financial statements include the accounts of SpinCo, in which it has a majority ownership or controlling interest. All intercompany
balances and transactions are eliminated.

Net Parent Company Investment

In the Combined Balance Sheets, “Transfers to Parent, net” represents Rayonier’s historical investment in SpinCo and the net effect of transactions with,
and allocations from, Rayonier.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and to disclose contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period. There are risks inherent in estimating and
therefore actual results could differ from those estimates.

Inventory

Inventories are valued at the lower of cost or market. The costs of manufactured performance fibers are determined on the first-in, first-out basis. Other
products are valued on an average cost basis. Inventory costs include material, labor and manufacturing overhead. Physical counts of inventories are taken at
least annually. The need for a provision for estimated losses from obsolete, excess or slow-moving inventories is reviewed periodically.

Property, Plant, Equipment and Depreciation

Property, plant and equipment additions are recorded at cost, including applicable freight, interest, construction and installation costs. Performance fiber
mill assets are depreciated using the units-of-production method. The total units of production used to calculate depreciation expense is determined by
factoring annual production days, based on normal production conditions, by the economic useful life of the asset involved. SpinCo
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depreciates its non-production performance fiber assets, including office, lab and transportation equipment, using the straight-line depreciation method over 3
to 25 years. Buildings and land improvements are depreciated using the straight-line method over 15 to 35 years and 5 to 30 years, respectively. Depreciation
expense reflected in cost of sales in the Combined Statements of Income and Comprehensive Income was $73.6 million, $59.2 million and $55.7 million for
the years ended December 31, 2013, 2012 and 2011, respectively.

Gains and losses on the retirement of assets are included in operating income. Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets that are held and used is measured by
net undiscounted cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured
by the amount by which the carrying value exceeds the fair value of the assets, which is based on a discounted cash flow model. Assets to be disposed of are
reported at the lower of the carrying amount or fair value less cost to sell.

Capitalized Interest

Interest from external borrowings of Rayonier is capitalized on major projects with an expected construction period of one year or longer. Capitalized
interest is added to the cost of the underlying basis of the property, plant and equipment and is amortized over the useful life of the assets. Although
Rayonier’s interest expense on general corporate debt is not allocated to SpinCo in the combined financial statements, the property, plant and equipment
balance does include previously capitalized interest of $14.3 million and $8.2 million for the years ended December 31, 2013 and 2012 respectively, per
Accounting Standards Codification (“ASC”) 835-20, Capitalization of Interest.

Fair Value Measurements

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date. A three-level hierarchy that
prioritizes the inputs used to measure fair value was established as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets and liabilities in active markets,
quoted prices for identical or similar assets and liabilities in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.
This includes certain pricing models, discounted cash flow methodologies and similar techniques that use significant unobservable inputs.

Revenue Recognition

SpinCo generally recognizes sales when the following criteria are met: (i) persuasive evidence of an agreement exists, (ii) delivery has occurred,
(iii) SpinCo’s price to the buyer is fixed and determinable, and (iv) collectibility is reasonably assured. Generally, title passes upon delivery to the agreed
upon location. Based on the time required to reach each location, customer orders are generally received in one period with the corresponding revenue
recognized in a subsequent period. As such, there could be substantial variation in orders received and revenue recognized from period to period.
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Environmental Costs

SpinCo expenses environmental costs related to current operations. Expenditures that meaningfully extend the life or increase the efficiency of operating
assets are capitalized.

Employee Benefit Plans

SpinCo has two qualified benefit plans which cover most of its U.S. workforce. Additionally, certain SpinCo employees participate in defined benefit
pension and postretirement health and life insurance plans as well as an unfunded excess pension plan sponsored by Rayonier (shared plans), which include
participants of other Rayonier subsidiaries. SpinCo accounts for such shared plans as multiemployer benefit plans. Accordingly, SpinCo did not record an
asset or liability to recognize the funded status of the shared plans per ASC 715-80, Multiemployer Plans. The related pension and postretirement expenses
are allocated to SpinCo based primarily on pensionable compensation of active participants.

The determination of expense and funding requirements for SpinCo’s two defined benefit pension plans, its participation in Rayonier’s salaried and
unfunded excess pension plan and its postretirement health care and life insurance plans are largely based on a number of actuarial assumptions. The key
assumptions include discount rate, return on assets, salary increases, health care cost trends, mortality rates, longevity and service lives of employees. See
Note 16 — Employee Benefit Plans to the Combined Financial Statements for assumptions used to determine benefit obligations, the net periodic benefit cost
and health care cost trend rates.

Periodic pension and other postretirement expense is included in “Cost of sales” and “Selling and general expenses” in the Statements of Income and
Comprehensive Income. At December 31, 2013 and 2012 the pension plans were in a net liability position (underfunded). The estimated amount to be paid in
the next 12 months is recorded in “Accrued payroll and benefits” on the Combined Balance Sheets, with the remainder recorded as a long-term liability in
“Pension and other postretirement benefits”. Changes in the funded status of SpinCo’s plans are recorded through comprehensive income (loss) in the year in
which the changes occur. See Note 16 — Employee Benefit Plans to the Combined Financial Statements for additional information.

Income Taxes

SpinCo was a subsidiary of Rayonier and, for purposes of U.S. federal and state income taxes, was not directly subject to income taxes but was included
in the income tax return of Rayonier TRS Holdings Inc., a wholly-owned subsidiary of Rayonier. SpinCo’s provision for income taxes has been determined
on a separate return basis based on earnings reported in the accompanying Statements of Operations which takes into account the impact of the Alternative
Fuel Mixture Credit (“AFMC”) and subsequent exchanges for the Cellulosic Biofuel Producer Credit (“CBPC”).

SpinCo uses the liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are recognized for the estimated
future tax consequences attributable to differences between the financial statement carrying amounts of assets and liabilities and their respective tax bases,
operating loss carryforwards and tax credit carryforwards. Deferred tax assets and liabilities are measured pursuant to tax laws using rates expected to apply
to taxable income in the years in which the temporary differences are expected to be recovered or settled. SpinCo records a valuation allowance to reduce the
carrying amounts of deferred tax assets if it is more likely than not that such deferred tax assets will not be realized.

Rayonier TRS Holdings Inc.’s income tax returns are subject to audit by U.S. federal and state taxing authorities. In evaluating the tax benefits associated
with various tax filing positions, SpinCo records a tax
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benefit for an uncertain tax position if it is more-likely-than-not to be realized upon ultimate settlement of the issue. SpinCo records a liability for an uncertain
tax position that does not meet this criterion. SpinCo adjusts its liabilities for unrecognized tax benefits in the period in which it is determined the issue is
settled with the taxing authorities, the statute of limitations expires for the relevant taxing authority to examine the tax position or when new facts or
information becomes available. Liabilities for unrecognized tax benefits are included in “Other current liabilities” and “Other non-current liabilities” in
SpinCo’s Combined Balance Sheets. See Note 7—Income Taxes to the Combined Financial Statements for additional information.

Reclassifications

Certain 2012 and 2011 amounts have been reclassified to conform with the current year presentation. See Note 16 — Employee Benefit Plans for
information regarding reclassifications.

New or Recently Adopted Accounting Pronouncements

In February 2013, the FASB issued Accounting Standards Update No. 2013-02, Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income. This standard requires reporting, in one place, information about reclassifications out of Accumulated Other Comprehensive Income
(“AOCI”) by component. An entity is required to present, either on the face of the financial statements or in the notes, significant amounts reclassified out of
AOCI by the respective line items of net income, but only if the amount is reclassified in its entirety in the same reporting period. For amounts that are not
required to be reclassified to net income in their entirety, an entity is required to cross-reference to other currently required disclosures that provide additional
detail about those amounts. The information required by this standard must be presented in one place, either parenthetically on the face of the financial
statements by income statement line item or in a note. This standard had an effective date of January 1, 2013; however, SpinCo early adopted this standard
and applied the pronouncement retrospectively. See Note 10 — Accumulated Other Comprehensive Loss to the Combined Financial Statements.
 
4. SEGMENT AND GEOGRAPHICAL INFORMATION

SpinCo operates in one reportable business segment: Performance Fibers. The Performance Fibers segment includes two major product lines, cellulose
specialties and absorbent materials. All sales originate out of the United States from the Jesup, Georgia mill, the Fernandina Beach, Florida mill and the four
chip mills. All assets are located in the United States, except for three foreign sales offices located in London, Tokyo and Shanghai. The foreign sales offices
held assets of $0.6 million and $0.7 million as of December 31, 2013 and 2012, respectively.

Beginning in the third quarter of 2013 and in conjunction with the completion of the cellulose specialties expansion project, SpinCo’s Jesup mill
discontinued producing absorbent material and began producing commodity viscose during the multi-year transition to higher cellulose specialties volume.
Commodity viscose is a dissolving wood pulp used primarily in the manufacture of textiles. Commodity viscose/other includes commodity viscose and off-
grade.
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Four external customers in the Performance Fibers segment represented 21 percent (Eastman Chemical Company), 19 percent (Nantong Cellulose Fibers,

Co., Ltd.), 14 percent (Celanese Acetate, LLC) and 13 percent (Daicel Corporation) of SpinCo’s combined sales in 2013, respectively. Four external
customers in the Performance Fibers segment represented 21 percent (Eastman Chemical Company), 17 percent (Nantong Cellulose Fibers, Co., Ltd.), 14
percent (Celanese Acetate, LLC) and 14 percent (Daicel Corporation) of SpinCo’s combined sales in 2012, respectively, and three external customers in the
Performance Fibers segment represented 21 percent (Eastman Chemical Company), 16 percent (Celanese Acetate, LLC) and 15 percent (Nantong Cellulose
Fibers, Co., Ltd.) of SpinCo’s combined sales in 2011.
 
   Sales by Product Line  
   2013    2012    2011  
Performance Fibers   

Cellulose specialties    $ 929,931       $ 934,622      $ 824,114   
Absorbent materials    72,701      158,688      196,153   
Commodity viscose/other (a)    43,971      2,066      1,149   

    
 

    
 

    
 

Total Sales    $    1,046,603      $     1,095,376      $    1,021,416   
    

 

    

 

    

 

 
(a) Other includes wood chips, bark and shavings.
 
   Sales by Destination (a)  
   2013    %    2012    %    2011    %  
United States    $ 437,048      42      $ 406,948      38      $ 380,656      38   
China    281,407      27      235,987      21      223,192      22   
Japan    150,306      14      169,695      15      158,511      15   
Europe    79,138      7      181,505      16      172,869      17   
Latin America    60,477      6      52,508      5      36,100      3   
Other Asia    29,097      3      27,101      3      20,482      2   
Canada    971      —      3,735      —      8,594      1   
All other    8,159      1      17,897      2      21,012      2   

    
 

    
 

    
 

    
 

    
 

    
 

Total Sales    $     1,046,603       100      $     1,095,376       100      $     1,021,416       100   
    

 

    

 

    

 

    

 

    

 

    

 

 
(a) All sales to foreign countries are denominated in U.S. dollars.
 
5. RELATED PARTY TRANSACTIONS

As discussed in Note 1 — Separation and Basis of Presentation, the Combined Statements of Income and Comprehensive Income include expense
allocations for certain corporate functions historically performed by Rayonier and not allocated to its operating segments, including general corporate
expenses related to executive oversight, accounting, treasury, tax, legal, human resources and information technology. Net charges from Rayonier for these
services, reflected in selling, general and administrative expenses in the Combined Statements of Income and Comprehensive Income were $16.6 million,
$17.4 million and $15.2 million for the years ended December 31, 2013, 2012 and 2011, respectively.

The Combined Statements of Income and Comprehensive Income also include allocations of certain costs from Rayonier related to the operations of
SpinCo including: medical costs for active salaried and retired employees, worker’s compensation, general liability and property insurance, salaried payroll
costs, equity based compensation and a pro-rata share of direct corporate administration expense for accounting, human resource
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services and information system maintenance. Net charges from Rayonier for these costs, reflected in the Combined Statements of Income and
Comprehensive Income were $51.1 million, $47.0 million and $42.9 million for the years ended December 31, 2013, 2012 and 2011, respectively.
 
6. OTHER ASSETS

Included in Other Assets are manufacturing and maintenance supplies not expected to be utilized within the next 12 months, and other deferred expenses
including capitalized software costs. Software costs are capitalized and amortized over a period not exceeding five years using the straight-line method. At
December 31, 2013 and 2012, capitalized software costs were $2.0 million and $3.0 million, respectively.
 
7. INCOME TAXES

Alternative Fuel Mixture Credit (“AFMC”) and Cellulosic Biofuel Producer Credit (“CBPC”)

The U.S. Internal Revenue Code allowed two credits for taxpayers that produced and used an alternative fuel in the operation of their business through
December 31, 2009. The AFMC was a $0.50 per gallon refundable tax credit (which is not taxable), while the CBPC was a $1.01 per gallon credit that is
nonrefundable, taxable and has limitations based on an entity’s tax liability. SpinCo produces and uses an alternative fuel (“black liquor”) at its Jesup, Georgia
and Fernandina Beach, Florida performance fibers mills, which qualified for both credits. Rayonier TRS Holdings Inc. claimed the AFMC on its 2009 income
tax return, and accordingly, SpinCo recognized $205.2 million of income, net of associated expenses, for black liquor produced and used in 2009.

In 2013, 2012 and 2011, management approved exchanges of black liquor gallons previously claimed under the AFMC for the CBPC. The net tax benefit
from these exchanges was $18.8 million, $12.2 million and $5.8 million, respectively. As described in Note 1 — Separation and Basis of Presentation,
Rayonier TRS Holdings Inc. claimed these credits. At the date of separation, any CBPC carryforward will not be available to offset future taxes of SpinCo but
will remain with Rayonier TRS Holdings Inc.

Provision for Income Taxes

The provision for/(benefit from) income taxes consisted of the following:
 
   2013    2012    2011  
Current    $    100,309      $ 101,220      $ 71,928   
Deferred    (31,161)     (827)     (2,694)  

    
 

    
 

    
 

Total    $ 69,148      $    100,393      $    69,234   
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A reconciliation of the U.S. federal statutory income tax rate to the actual income tax rate was as follows:

 
   2013    2012    2011  
U.S. federal statutory income tax rate    35.0%     35.0%     35.0%  
Domestic manufacturing production deduction    (3.4)     (3.2)     (3.3)  
Other    —        1.1      1.0   

    
 

    
 

    
 

Effective tax rate before discrete items    31.6%     32.9%     32.7%  
AFMC for CBPC exchange    (6.5)     (3.6)     (1.9)  
Unrecognized tax benefit adjustment    —        —        (5.7)  
Other    (1.2)     —        (0.6)  

    
 

    
 

    
 

Income tax rate as reported     23.9%      29.3%      24.5%  
    

 

    

 

    

 

Deferred Taxes

Deferred income taxes result from recording revenues and expenses in different periods for financial reporting versus tax reporting. The nature of the
temporary differences and the resulting net deferred tax liability for the two years ended December 31, were as follows:
 
   2013    2012  
Gross deferred tax assets:     

Pension, postretirement and other employee benefits    $ 5,364      $ 18,679   
Tax credit carryforwards    45,429      2,693   
Capitalized costs    12,773      —     

    
 

    
 

Total gross deferred tax assets    63,566      21,372   
Less: Valuation allowance (a)    (24,588)     (1,201)  

    
 

    
 

Total deferred tax assets after valuation allowance    38,978      20,171   
    

 
    

 

Gross deferred tax liabilities:     
Accelerated depreciation    (63,578)     (62,107)  
Other    (2,092)     (1,563)  

    
 

    
 

Total gross deferred tax liabilities    (65,670)     (63,670)  
    

 
    

 

Net deferred tax liability    $ (26,692)     $ (43,499)  
    

 

    

 

Current portion of deferred tax asset    $ 22,532      $ 3,648   
Noncurrent portion of deferred tax liability    (49,224)     (47,147)  

    
 

    
 

Net deferred tax liability    $  (26,692)     $  (43,499)  
    

 

    

 

 
(a) The increase in the valuation allowance during 2013 was primarily related to Georgia investment tax credits earned on the CSE project, the majority of

which are fully reserved.
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Included above are tax credit carryforwards as of December 31, 2013:

 

Item   
Gross

Amount    
Valuation
Allowance    Expiration  

State Tax Credits    $       26,000      $    (24,588)      2014 - 2023   
Cellulosic Biofuel Producer Credit    19,429     —      2016   

Unrecognized Tax Benefits

In accordance with generally accepted accounting principles, SpinCo recognizes the impact of a tax position if a position is “more likely than not” to
prevail. A reconciliation of the beginning and ending unrecognized tax benefits for the three years ended December 31 is as follows:
 
   2013    2012    2011  
Balance at January 1,    $ —     $ —     $     16,000   
Decreases related to prior year tax positions    —     —     (16,000) (a) 
Increases related to prior year tax positions    4,767     —     —   

    
 

    
 

    
 

Balance at December 31,   $      4,767     $         —    $ —   
    

 

    

 

    

 

(a)    During 2011, Rayonier TRS Holdings Inc. received a final examination report from the IRS regarding its 2009 tax return. As a result, SpinCo reversed
the uncertain tax liability recorded in 2009 relating to the taxability of the AFMC and recognized a $16 million tax benefit in third quarter 2011.

The $4.8 million unrecognized tax benefit as of December 31, 2013 is related to an increased domestic production deduction on the Rayonier TRS
Holdings Inc. amended 2009 tax return due to the inclusion of the CBPC income. The IRS is currently examining the position and a resolution is expected in
2014. As such, it is expected that $4.8 million of unrecognized tax benefits will be settled in the next 12 months.

The total amount of unrecognized tax benefits that, if recognized, would have affected the effective tax rate at December 31, 2013 is $4.8 million.
SpinCo records interest (and penalties, if applicable) related to unrecognized tax benefits in non-operating expenses. During the years ended December 31,
2013, 2012, and 2011, SpinCo did not record any interest or penalties.

Tax Statutes

The following table provides detail of Rayonier TRS Holdings Inc.’s tax years that remain open to examination by the IRS and other significant taxing
jurisdictions:
 
Taxing Jurisdiction   Open Tax Years
U.S. Internal Revenue Service   2008 – 2013
State of Florida    2005 – 2006, 2008 –2013 
State of Georgia   2009 – 2013
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8. INVENTORY

As of December 31, 2013 and 2012, SpinCo’s inventory included the following:
 
   2013    2012  
Finished goods    $ 105,398      $ 96,005   
Work in progress    3,555      2,718   
Raw materials    17,420      15,919   
Manufacturing and maintenance supplies    2,333      2,349   

    
 

    
 

Total inventory    $    128,706      $    116,991   
    

 

    

 

 
9. NET INVESTMENT

An analysis of the changes in Net Investment for each of the three years ended December 31, 2013 is shown below.
 

  
Retained
Earnings   

Transfers
(to)/from

Parent, net (a)   

Accumulated
Other

Comprehensive
Income/(Loss)   

Net
Investment  

Balance, December 31, 2010   $ 740,213     $ (296,135)   $ (47,401)    $ 396,677   
Net income   213,818     —     —     213,818   
Allocation of costs from parent (b)   —     (58,139)    —     (58,139)  
Cash receipts received by parent on SpinCo’s behalf   —     1,030,930     —     1,030,930   
Cash disbursements made by parent on SpinCo’s behalf   —     (1,091,675)    —     (1,091,675)  
Net loss from pension and postretirement plans   —     —     (17,675)    (17,675)  

   
 

   
 

   
 

   
 

Balance, December 31, 2011   $ 954,031     $ (415,019)    $ (65,076)    $ 473,936   
Net income   242,096     —     —     242,096   
Allocation of costs from parent (b)   —     (64,382)    —     (64,382)  
Cash receipts received by parent on SpinCo’s behalf   —         1,122,697     —     1,122,697   
Cash disbursements made by parent on SpinCo’s behalf   —     (1,050,049)    —     (1,050,049)  
Net gain from pension and postretirement plans   —     —     406     406   

   
 

   
 

   
 

   
 

Balance, December 31, 2012   $1,196,127     $ (406,753)    $ (64,670)    $ 724,704   
Net income   219,767     —     —     219,767   
Allocation of costs from parent (b)   —     (67,781)    —     (67,781)  
Cash receipts received by parent on SpinCo’s behalf   —     1,073,275     —         1,073,275   
Cash disbursements made by parent on SpinCo’s behalf   —     (1,006,635)    —     (1,006,635)  
Net gain from pension and postretirement plans   —     —             24,971     24,971   

   
 

   
 

   
 

   
 

Balance, December 31, 2013   $1,415,894     $ (407,894)    $ (39,699)    $ 968,301   
   

 

   

 

   

 

   

 

 
(a) The average balance of Transfers to Parent, net amounted to $407 million, $411 million and $356 million during 2013, 2012 and 2011, respectively.
(b) Included in the costs allocated to SpinCo from the parent are expense allocations for certain corporate functions historically performed by Rayonier and not allocated to

its operating segments. See Note 5— Related Party Transactions to the Combined Financial Statements.
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The following is a reconciliation of the amounts presented as “Transfers (to)/from Parent, net” in the above table and the amounts presented as “Net

payments (to)/from parent” on the Combined Statements of Cash Flows.
 
  2013   2012   2011  
Allocation of costs from parent   $ (67,781)    $ (64,382)    $ (58,139)  
Cash receipts received by parent on SpinCo’s behalf   1,073,275     1,122,697     1,030,930   
Cash disbursements made by parent on SpinCo’s behalf   (1,006,635)    (1,050,049)    (1,091,675)  
Non-cash adjustments:    

Stock-based compensation   (6,230)    (8,227)    (7,954)  
   

 
   

 
   

 

Net payments (to)/from parent per the Combined Statements of
Cash Flows   $ (7,371)    $ 39     $ (126,838)  

   

 

   

 

   

 

 
10. ACCUMULATED OTHER COMPREHENSIVE LOSS

Accumulated Other Comprehensive Loss was comprised of the following:
 

   

Unrecognized
components of employee
benefit plans, net of tax  

Balance as of December 31, 2011    $ (65,076)  
    

 

Other comprehensive loss before reclassifications    (4,125)  
Amounts reclassified from accumulated other comprehensive loss (a)                                4,531   

    
 

Net other comprehensive income    406   
    

 

Balance as of December 31, 2012    $ (64,670)  
    

 

Other comprehensive loss before reclassifications    19,702   
Amounts reclassified from accumulated other comprehensive loss (a)    5,269   

    
 

Net other comprehensive income    24,971   
    

 

Balance as of December 31, 2013    $ (39,699)  
    

 

 
(a) These accumulated other comprehensive loss components are included in the computation of net periodic pension cost. See Note 16—Employee Benefit

Plans to the Combined Financial Statements for additional information.
 
11. OTHER OPERATING EXPENSE, NET

The following table provides the composition of Other operating expense for the three years ended December 31:
 
   2013    2012    2011  
Loss on sale or disposal of property plant and equipment (a)    $ 2,390      $ 2,319      $ 7,498   
Legal settlement    2,825      —      —   
Transaction-related costs (b)    3,208      —      —   
Miscellaneous income    (259)     (316)     (64)  

    
 

    
 

    
 

Total    $    8,164      $    2,003      $    7,434   
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(a) 2011 included a $5.5 million write-off related to process equipment changes needed for the cellulose specialties expansion project.
 
(b) 2013 included certain transaction costs in connection with the planned separation, such as accounting, tax, legal, and investment banking fees.
 
12. CONTINGENCIES

SpinCo is engaged in various legal actions and has been named as a defendant in various other lawsuits and claims arising in the normal course of
business. While SpinCo has procured reasonable and customary insurance covering risks normally occurring in connection with its businesses, it has in
certain cases retained some risk through the operation of self-insurance, primarily in the areas of workers’ compensation, property insurance and general
liability. These other lawsuits and claims, either individually or in the aggregate, are not expected to have a material adverse effect on SpinCo’s financial
position, results of operations, or cash flow.
 
13. GUARANTEES

At December 31, 2013, SpinCo was liable for certain contingent obligations under various contractual arrangements. The fair value of these obligations
is de minimus.
 
14. COMMITMENTS

SpinCo leases certain buildings, machinery and equipment under various operating leases. Total rental expense for operating leases amounted to $1.7
million, $1.6 million and $1.1 million in 2013, 2012 and 2011, respectively.

At December 31, 2013, the future minimum payments under non-cancellable operating leases were as follows:
 

   
Operating
Leases (a)    

Purchase
Obligations (b)  

2014    $         1,241      $         12,827    
2015    711       11,590    
2016    1,786       11,668    
2017    2,415       11,845    
2018    2,156       2,081    
Thereafter    15,227       —    

    
 

    
 

   $ 23,536      $ 50,011    
    

 

    

 

 
(a) Operating leases include leases on buildings, machinery and equipment under various operating leases and a Jesup mill natural gas transportation lease.
 
(b) On March 1, 2013, Rayonier completed the sale of its Wood Products business (consisting of three lumber mills in Baxley, Swainsboro and Eatonton,

Georgia) to International Forest Products Limited (“Interfor”), an unrelated lumber company with operations in the United States and Canada. Interfor is
listed on the Toronto Stock Exchange under the symbol “IFP.” Pursuant to the purchase and sale agreement, Rayonier contracted with Interfor to
purchase wood chips produced at the lumber mills for use at SpinCo’s Jesup mill. SpinCo will purchase 100 percent of the Baxley mill chips for five
years and purchased a minimum of 25 percent of the Swainsboro mill chips in 2013. The purchase price of these chips will be based on the average price
paid by SpinCo to unrelated third parties.
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15. INCENTIVE STOCK PLANS

The Rayonier Incentive Stock Plan (“the Stock Plan”) provides for up to 15.8 million shares to be granted for incentive stock options, non-qualified stock
options, stock appreciation rights, performance shares, restricted stock and restricted stock units, subject to certain limitations. Under the Stock Plan, shares
available for issuance are reduced by 1 share for each option or right granted and by 2.27 shares for each performance share, restricted share or restricted
stock unit granted. Rayonier issues new shares of stock upon the exercise of stock options, the granting of restricted stock, and the vesting of performance
shares. At December 31, 2013, a total of 6.4 million shares were available for future grants under the Stock Plan.

Until completion of the separation of SpinCo from Rayonier, SpinCo employees will continue to participate in the Rayonier share-based compensation
plans. Total share-based compensation expense allocated to SpinCo (see Note 1—Separation and Basis of Presentation to the Combined Financial
Statements) for the years ended December 31, was as follows:
 
   2013    2012    2011  
Selling and general expenses    $  5,006       $  7,561       $  7,150    
Cost of sales    1,224       666       804    

    
 

    
 

    
 

Total share-based compensation expense    $ 6,230       $ 8,227       $ 7,954    
    

 

    

 

    

 

Rayonier’s employee stock option compensation program generally provides accelerated vesting (i.e., a waiver of the remaining period of service
required to earn an award) for awards held by employees at the time of their retirement. Share-based compensation expense for awards is recognized over the
shorter of: (1) the service period (i.e., the stated period of time required to earn the award); or (2) the period beginning at the start of the service period and
ending when an employee first becomes eligible for retirement.

Some of Rayonier’s share-based awards vest ratably (i.e., portions of the award vest at different times) while some of the awards cliff vest (i.e., all of the
award vests at the same time). For both types of awards, SpinCo recognizes expense on a straight-line basis over the service period for the entire award.

Basis of Presentation—The following sections on Rayonier’s Restricted Stock, Performance Share Units and Non-Qualified Employee Stock Options
disclose the activity of these awards granted to direct employees of SpinCo. Awards to indirect employees of SpinCo (e.g., awards to Rayonier’s corporate
staff that provide services to SpinCo) are excluded from the following disclosures; however, the expense for those awards is included in expense allocated to
SpinCo for certain corporate functions historically performed by Rayonier. See Note 1— Separation and Basis of Presentation to the Combined Financial
Statements.

Fair Value Calculations by Award

Restricted Stock

Restricted stock granted under the Stock Plan generally vests upon completion of a one to three year period. The fair value of each share granted is equal
to the share price of Rayonier’s stock on the date of grant. As of December 31, 2013, there was $0.4 million of unrecognized compensation cost related to
SpinCo’s outstanding restricted stock. This cost is expected to be recognized over a weighted average period of 1.9 years.
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The following table summarizes the activity of Rayonier’s restricted shares granted to employees of SpinCo for the three years ended December 31:

 
   2013    2012    2011  
Restricted shares granted    10,200       600       5,625    
Weighted average price of restricted shares granted   $   56.00      $   44.34      $   44.45    
(Amounts in millions)   
Intrinsic value of restricted stock outstanding (a)   $ 0.7      $ 0.3      $ 0.3    
Fair value of restricted stock vested   $ —      $ —      $ 1.2    
Cash used to pay the minimum withholding tax requirements in lieu of receiving common shares   $ —      $ —      $ 0.4    

(a) Intrinsic value of restricted stock outstanding is based on the market price of Rayonier’s stock at December 31, 2013, 2012 and 2011.

The following table summarizes the 2013 activity of Rayonier restricted shares granted to employees of SpinCo:
 

   
Number of

Shares    

Weighted
Average Grant
Date Fair Value

(per common share)  
Non-vested restricted shares at December 31, 2012                    6,225       $                           44.44    
Granted    10,200       56.00    
Vested    (600)      44.34    

    
 

  

Non-vested restricted shares at December 31, 2013    15,825       51.89    
    

 

  

Performance Share Units

Rayonier’s performance share units generally vest upon completion of a three-year period. The number of shares, if any, that are ultimately awarded is
contingent upon Rayonier’s total shareholder return versus selected peer group companies. The performance share payout is based on a market condition and
as such, the awards are valued using a Monte Carlo simulation model. The model generates the fair value of the award at the grant date, which is then
amortized over the vesting period.

The Stock Plan allows for the cash settlement of the minimum required withholding tax on performance share unit awards. As of December 31, 2013,
there was $1.6 million of unrecognized compensation cost related to SpinCo’s performance share unit awards. This cost is expected to be recognized over a
weighted average period of 1.7 years.
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The following table summarizes the activity of Rayonier’s performance share units granted to employees of SpinCo for the three years ended

December 31:
 
   2013    2012    2011  
Rayonier common shares reserved for performance shares    52,900       57,000       61,980    
Weighted average fair value of performance share units granted   $   58.99      $ 56.36      $ 51.71    
(Amounts in millions)       
Intrinsic value of outstanding performance share units (a)   $ 3.6      $ 4.8      $ 3.9    
Fair value of performance shares vested   $ 1.0      $ 2.5      $ 0.5    
Cash used to pay the minimum withholding tax requirements in lieu of receiving common shares   $ 1.2      $ 0.4      $ 0.3    
 
(a) Intrinsic value of outstanding performance share units is based on the market price of Rayonier’s stock at December 31, 2013, 2012 and 2011.

The following table summarizes the 2013 activity of Rayonier performance shares granted to employees of SpinCo:
 

   
Number
of Units    

Weighted Average Grant
Date Fair Value

(per common share)  
Outstanding performance share units at December 31, 2012                92,085     $                                 48.72   
Granted    26,450      58.99   
Units distributed    (32,595)     39.19   
Cancelled    —      —   

    
 

  

Outstanding performance share units at December 31, 2013    85,940      55.49   
    

 

  

Expected volatility was estimated using daily returns on Rayonier’s common stock for the three-year period ending on the grant date. The risk-free rate
was based on the 3-year U.S. treasury rate on the date of the award. The dividend yield was not used to calculate fair value as all awards granted after
January 1, 2010 receive dividend equivalents. The following chart provides a tabular overview of the assumptions used in calculating the fair value of the
awards granted for the three years ended December 31, 2013:
 
       2013          2012          2011     
Expected volatility    23.2%   36.9%   51.3% 
Risk-free rate    0.4%   0.4%   1.0% 

Non-Qualified Employee Stock Options

The exercise price of each non-qualified stock option granted under both the 1994 Plan and the Stock Plan are equal to the closing market price of
Rayonier’s stock on the grant date. Under the 1994 Plan, the maximum term is 10 years and two days from the grant date while under the Stock Plan, the
maximum term is 10 years from the grant date. Awards vest ratably over three years. The fair value of each option grant is estimated on the date of grant using
the Black-Scholes option-pricing model. The expected volatility is based on historical volatility for each grant and is calculated using the historical change in
the daily market price of Rayonier’s common stock over the expected life of the award. The expected life is based on prior exercise behavior. SpinCo has
elected to value each grant in total and recognize the expense for stock options on a straight-line basis over three years.
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The following chart provides a tabular overview of the weighted average assumptions and related fair value calculations of options granted for the three

years ended December 31:
 
       2013           2012           2011     
Expected volatility    39.0%     39.3%     38.2%  
Dividend yield    3.4%     3.6%     3.9%  
Risk-free rate    1.0%     1.3%     2.6%  
Expected life (in years)    6.3      6.4      6.5   
Fair value per share of options granted    $14.00      $11.85      $9.99   
Fair value of options granted (in millions)    0.7      0.7      0.6   

The following table summarizes the 2013 activity of Rayonier stock options granted to employees of SpinCo:
 

  
Number of

Shares   

Weighted Average
Exercise Price

(per common share)   

Weighted Average
Remaining

Contractual Term
(in years)   

Aggregate
Intrinsic

Value
(in millions)  

Options outstanding at December 31, 2012         353,574     $                     30.49                               6.0     $             7.5   
Granted   52,340     52.63     —     —   
Exercised   (53,021)    27.64     —     —   
Cancelled   (2,615)    46.64     —     —   

   
 

   

Options outstanding at December 31, 2013   350,278     $ 34.00     5.7     $ 3.5   
   

 

   

 

   

 

   

 

Options vested and expected to vest   350,096     $ 33.99     5.7     $ 3.5   
   

 

   

 

   

 

   

 

Options exercisable at December 31, 2013   284,125     $ 31.01     5.2     $ 3.4   
   

 

   

 

   

 

   

 

A summary of additional information pertaining to Rayonier stock options granted to employees of SpinCo is presented below:
 
       2013           2012           2011     
(Amounts in millions)       
Intrinsic value of options exercised (a)   $      0.8     $      3.6     $      2.5   
Fair value of options vested   $ 0.6     $ 0.6     $ 0.5   

(a)         Intrinsic value of stock options exercised is based on the market price of Rayonier’s stock at December 31, 2013, 2012 and 2011.

As of December 31, 2013, there was 0.3 million of unrecognized compensation costs related to SpinCo’s stock options. This cost is expected to be
recognized over a weighted period of 1.0 year.
 
16. EMPLOYEE BENEFIT PLANS

SpinCo has two qualified non-contributory defined benefit pension plans covering a significant majority of its employees. Rayonier closed enrollment in
these pension plans to Fernandina hourly employees hired after April 30, 2006 and to Jesup hourly employees hired after March 4, 2009. Employee benefit
plan liabilities are
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calculated using actuarial estimates and management assumptions. These estimates are based on historical information, along with certain assumptions about
future events. Changes in assumptions, as well as changes in actual experience, could cause the estimates to change.

During 2013, SpinCo amended its postretirement medical plan for active and retired hourly employees at the Jesup mill by placing a limit on SpinCo’s
contributions toward retiree medical coverage. The change was accounted for as a negative plan amendment, which resulted in a reduction to the retiree
medical liability. The net impact of the reduction was an unrecognized gain in other comprehensive income of $3.4 million which will be amortized over 13.9
years, the average remaining service period of participants. As a result of the plan change, a gain of $0.1 million was included in SpinCo’s net periodic benefit
cost in 2013.

The following tables set forth the change in the projected benefit obligation and plan assets and reconcile the funded status and the amounts recognized
in the Combined Balance Sheets for the pension and postretirement benefit plans for the two years ended December 31:
 
  Pension   Postretirement  
      2013          2012          2013          2012     
Change in Projected Benefit Obligation  

Projected benefit obligation at beginning of year   $    189,869     $    175,605     $    22,001     $    20,177   
Service cost   2,790     2,651     941     823   
Interest cost   6,900     7,260     741     757   
Actuarial (gain) loss   (17,708)    12,670     (2,244)    1,262   
Plan amendments   —     —     (3,372)    —   
Employee contributions   —     —     872     1,009   
Benefits paid   (8,774)    (8,317)    (1,761)    (2,027)  

   
 

   
 

   
 

   
 

Projected benefit obligation at end of year   $ 173,077     $ 189,869     $ 17,178     $ 22,001   
   

 

   

 

   

 

   

 

Change in Plan Assets    
Fair value of plan assets at beginning of year   $ 158,773     $ 146,994     $ —     $ —   
Actual return on plan assets   20,882     20,681     —     —   
Employer contributions   —     —     889     1,018   
Employee contributions   —     —     872     1,009   
Benefits paid   (8,774)    (8,317)    (1,761)    (2,027)  
Other expense   (663)    (585)    —     —   

   
 

   
 

   
 

   
 

Fair value of plan assets at end of year   $ 170,218     $ 158,773     $ —     $ —   
   

 

   

 

   

 

   

 

Funded Status at End of Year:     
Net accrued benefit cost   $ (2,859)    $ (31,096)    $ (17,178)    $ (22,001)  

   

 

   

 

   

 

   

 

Amounts recognized in the Combined     
Balance Sheets consist of:     

Noncurrent assets   $ 2,711     $ —     $ —    $ —   
Current liabilities   —     —     (954)    (1,116)  
Noncurrent liabilities   (5,570)    (31,096)    (16,224)    (20,885)  

   
 

   
 

   
 

   
 

Net amount recognized   $ (2,859)    $ (31,096)    $ (17,178)    $ (22,001)  
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Net gains or losses and prior service costs or credits recognized in other comprehensive income for the three years ended December 31 are as follows:

 
   Pension    Postretirement  
       2013           2012           2011           2013           2012           2011     
Net gains (losses)   $     25,411     $   (5,234)    $     (29,757)    $     2,244     $     (1,262)    $     (3,683)  
Negative plan amendment    —      —      —      3,372      —      —   
Prior service benefit    —      —      —      —      —      631   

Net gains or losses and prior service costs or credits reclassified from other comprehensive income and recognized as a component of pension and
postretirement expense for the three years ended December 31 are as follows:
 
   Pension    Postretirement  
       2013           2012           2011           2013           2012          2011     
Amortization of losses   $    6,494    $    5,326    $    3,229    $     549    $     491   $     383  
Amortization of prior service cost    1,292     1,292     1,339     66     80 (a)   80 (a) 
Amortization of negative plan amendment    —     —     —     (105)     (55) (a)   (55) (a) 

(a)    Includes a reclassification to adjust for the effect of a negative plan amendment.

Net losses and prior service costs or credits that have not yet been included in pension and postretirement expense for the two years ended
December 31, which have been recognized as a component of AOCI are as follows:
 
   Pension    Postretirement  
       2013           2012           2013           2012     
Prior service cost    $         (5,707)    $        (6,999)    $ (262)     $     (328) (a) 
Net losses    (52,751)     (84,657)     (7,585)     (10,379)  
Negative plan amendment    —      —      3,787      521 (a) 
Deferred income tax benefit    21,337      33,455      1,482      3,717   

    
 

    
 

    
 

    
 

AOCI    $ (37,121)    $ (58,201)     $     (2,578)    $ (6,469)  
    

 

    

 

    

 

    

 

(a)    Includes a reclassification to adjust for the effect of a negative plan amendment.

For pension and postretirement plans with accumulated benefit obligations in excess of plan assets, the following table sets forth the projected and
accumulated benefit obligations and the fair value of plan assets for the two years ended December 31:
 
       2013           2012     
Projected benefit obligation (a)   $     129,076     $     189,869   
Accumulated benefit obligation    129,076      189,869   
Fair value of plan assets    123,506      158,773   

(a)    Per the Jesup and Fernandina plans, the projected benefit obligation is not calculated based on future compensation levels. Accordingly, the projected
benefit obligation equals the accumulated benefit obligation for these plans.
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The following tables set forth the components of net pension and postretirement benefit cost that have been recognized during the three years ended

December 31:
 
  Pension   Postretirement  
      2013          2012          2011          2013          2012          2011     
Components of Net Periodic Benefit Cost       

Service cost   $    2,790     $    2,651     $    2,296     $     941     $     823     $     604   
Interest cost   6,900     7,260     7,838     741     757     783   
Expected return on plan assets   (12,515)    (12,660)    (12,882)    —     —     —   
Amortization of prior service cost   1,292     1,292     1,339     66     80 (a)   80 (a) 
Amortization of losses   6,494     5,326     3,229     549     491     383   
Amortization of negative plan amendment   —     —     —     (105)   (55) (a)   (55) (a) 

   
 

   
 

   
 

   
 

   
 

   
 

Net periodic benefit cost (b)   $    4,961     $    3,869     $    1,820     $    2,192     $    2,096     $    1,795   
   

 

   

 

   

 

   

 

   

 

   

 

 
(a) Includes a reclassification to adjust for the effect of a negative plan amendment.
 

(b) The net periodic benefit costs for Jesup and Fernandina’s pension and postretirement plans are recorded in cost of goods sold in the Combined
Statements of Income and Comprehensive Income.

The estimated pre-tax amounts that will be amortized from AOCI into net periodic benefit cost in 2014 are as follows:
 
   Pension   Postretirement  
Amortization of loss    $            3,943    $               490   
Amortization of prior service cost    1,167    17   
Amortization of negative plan amendment    —    (535) 

    
 

   
 

Total amortization of AOCI loss    $ 5,110    $ (28) 
    

 

   

 

The following table sets forth the principal assumptions inherent in the determination of benefit obligations and net periodic benefit cost of the pension
and postretirement benefit plans as of December 31:
 
  Pension   Postretirement  
      2013          2012          2011          2013          2012          2011     
Assumptions used to determine benefit obligations at December 31:       

Discount rate   4.60%    3.70%    4.20%    4.60%    3.60%    4.10%  
Assumptions used to determine net periodic benefit cost for years ended

December 31:       
Discount rate   3.70%    4.20%    5.25%    3.60%    4.10%    5.10%  
Expected long-term return on plan assets   8.50%    8.50%    8.50%    n/a    n/a    n/a  

At December 31, 2013, the pension plans’ discount rate was 4.6 percent, which closely approximates interest rates on high-quality, long-term obligations.
Effective December 31, 2013, the expected return on plan assets remained at 8.5 percent, which is based on historical and expected long-term rates of return
on broad equity and
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bond indices and consideration of the actual annualized rate of return. SpinCo, with the assistance of external consultants, utilizes this information in
developing assumptions for returns, and risks and correlation of asset classes, which are then used to establish the asset allocation ranges.

The following table sets forth the assumed health care cost trend rates at December 31:
 
   Postretirement  
       2013          2012     
Health care cost trend rate assumed for next year    7.00%    7.50%  
Rate to which the cost trend rate is assumed to decline (ultimate trend rate)    5.00%    5.00%  
Year that the rate reaches the ultimate trend rate    2017     2017   

Assumed health care cost trend rates have a significant effect on the amounts reported for the postretirement benefit plans. The following table shows
the effect of a one percentage point change in assumed health care cost trends:
 
   1 Percent  
Effect on:       Increase          Decrease     
Total of service and interest cost components   $ 1,896    $ (1,506)  
Accumulated postretirement benefit obligation      18,262       (16,254)  

Investment of Plan Assets

SpinCo’s pension plans’ asset allocation at December 31, 2013 and 2012, and target allocation ranges by asset category are as follows:
 

   Percentage of Plan Assets   
Target

Allocation
    Range     Asset Category       2013          2012      

Domestic equity securities    42%    41%    40-45%   
International equity securities    26%    25%    20-30%   
Domestic fixed income securities    25%    26%    25-30%   
International fixed income securities    4%    5%    4-6%   
Real estate fund    3%    3%    2-4%   

    
 

   
 

 

Total                100%                100%   
    

 

   

 

 

Rayonier’s Pension and Savings Plan Committee and the Audit Committee of the board of directors oversee the pension plans’ investment program
which is designed to maximize returns and provide sufficient liquidity to meet plan obligations while maintaining acceptable risk levels. The investment
approach emphasizes diversification by allocating the plans’ assets among asset categories and selecting investment managers whose various investment
methodologies will be minimally correlative with each other. Investments within the equity categories may include large capitalization, small capitalization
and emerging market securities, while the international fixed income portfolio may include emerging markets debt. Pension assets did not include a direct
investment in Rayonier common shares at December 31, 2013 or 2012.
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Fair Value Measurements

The following table sets forth by level, within the fair value hierarchy (see Note 3— Summary of Significant Accounting Policies to the Combined
Financial Statements for definition), the assets of the plans as of December 31, 2013 and 2012.
 
  Fair Value at December 31, 2013   Fair Value at December 31, 2012  
Asset Category      Level 1          Level 2          Total          Level 1          Level 2          Total     
Domestic equity securities   $   14,581     $   54,984     $   69,565     $    25,077     $    37,751     $    62,828   
International equity securities   27,722     15,603     43,325     25,625     13,452     39,077   
Domestic fixed income

securities   —     42,421     42,421     —     40,124     40,124   
International fixed income securities   7,533     —     7,533     7,795     —     7,795   
Real estate fund   4,817     —     4,817     5,054     —     5,054   
Short-term investments   437     2,120     2,557     14     3,881     3,895   

   
 

   
 

   
 

   
 

   
 

   
 

Total   $ 55,090     $ 115,128     $ 170,218     $ 63,565     $ 95,208     $ 158,773   
   

 

   

 

   

 

   

 

   

 

   

 

The valuation methodology used for measuring the fair value of these asset categories was as follows:

Level 1 — Net asset value in an observable market.

Level 2 — Assets classified as level two are held in collective trust funds. The net asset value of a collective trust is calculated by determining the
fair value of the fund’s underlying assets, deducting its liabilities, and dividing by the units outstanding as of the valuation date. These funds are not
publicly traded; however, the unit price calculation is based on observable market inputs of the funds’ underlying assets.

There have been no changes in the methodology used during the years ended December 31, 2013 and 2012.

Cash Flows

Expected benefit payments for the next ten years are as follows:
 

   
Pension
Benefits    

Postretirement
Benefits  

2014    $            9,599      $             954   
2015    10,005      1,042   
2016    10,503      1,122   
2017    10,929      1,132   
2018    11,268      1,242   
2019 - 2023    59,545      5,636   

Shared Pension and Postretirement Plans

Certain SpinCo employees participate in defined benefit pension, excess pension and postretirement health and life insurance plans sponsored by
Rayonier, which include participants of other Rayonier subsidiaries. SpinCo recorded expense of $9.8 million, $9.1 million, and $5.8 million for 2013, 2012,
and 2011, respectively, for its allocation of costs related to these plans. As of December 31, 2013 and 2012, there were no required contributions outstanding.
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Defined Contribution Plans

SpinCo provides defined contribution plans to all of its hourly and salaried employees. SpinCo contributions charged to expense for these plans were
$2.1 million, $2.0 million and $1.8 million for the years ended December 31, 2013, 2012 and 2011, respectively. Rayonier Hourly and Salaried Defined
Contribution Plans include Rayonier common shares with a fair market value of $73.2 million and $89.4 million at December 31, 2013 and 2012,
respectively.

As discussed above, all pension plans are currently closed to new employees. Employees not eligible for the pension plans are immediately eligible to
participate in Rayonier’s 401(k) plan and receive an enhanced contribution. SpinCo’s expense related to this plan enhancement for the years ended
December 31, 2013, 2012, and 2011 were $0.9 million, $0.8 million and $0.6 million, respectively.
 
17. QUARTERLY RESULTS FOR 2013 and 2012 (Unaudited)
 
   Quarter Ended      
       March 31           June 30           Sept. 30           Dec. 31           Total Year     
2013   

Sales   $     285,165     $     254,189     $     225,523     $     281,726     $     1,046,603   
Gross Margin    97,308      84,351      67,376      83,530      332,565   
Operating Income    87,357      71,709      59,313      70,244      288,623   
Net Income    67,501      55,410      46,057      50,799      219,767   

2012           
Sales   $ 252,139     $ 253,651     $ 288,632     $ 300,954     $ 1,095,376   
Gross Margin    86,067      89,366      105,883      98,353      379,669   
Operating Income    74,895      80,280      97,582      89,225      341,982   
Net Income    50,684      62,344      68,741      60,327      242,096   
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Years Ended December 31, 2013, 2012, and 2011
(In Thousands)

 

Description  

Balance
at

Beginning
of Year   

Charged
to Cost

and
Expenses   Deductions   

Balance
at End
of Year  

Allowance for doubtful accounts:   
Year ended December 31, 2013  $        140    $        —    $            —     $ 140   
Year ended December 31, 2012  $ 140    $ —    $ —     $ 140   
Year ended December 31, 2011  $ 140    $ —    $ —     $ 140   

Deferred tax asset valuation allowance:   
Year ended December 31, 2013  $ 1,201    $ 23,387 (a)  $ —     $        24,588   
Year ended December 31, 2012  $ 945    $ 256    $ —     $ 1,201   
Year ended December 31, 2011  $ 5,650    $ —    $ (4,705)    $ 945   

 
(a)The increase in the valuation allowance during 2013 was primarily related to Georgia investment tax credits earned on the CSE project.
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(Thousands of dollars)
 

   
Three Months Ended

March 31,  
   2014    2013  
SALES    $  243,499      $  285,165   
Costs and Expenses     

Cost of sales    188,719      187,857   
    

 
    

 

Gross margin    54,780      97,308   

Selling and general expenses    8,226      9,609   
Other operating expense, net    3,190      342   

    
 

    
 

OPERATING INCOME    43,364      87,357   
Interest and miscellaneous income, net    —      —   

    
 

    
 

INCOME BEFORE INCOME TAXES    43,364      87,357   
Income tax expense    12,417      7,354   

    
 

    
 

NET INCOME    30,947      80,003   
    

 
    

 

OTHER COMPREHENSIVE INCOME     
Amortization of pension and postretirement plans, net of income tax expense of $477 and $782    830      1,360   

    
 

    
 

Total other comprehensive income    $ 830      $ 1,360   
    

 
    

 

COMPREHENSIVE INCOME    $ 31,777      $ 81,363   
    

 

    

 

See Notes to Condensed Combined Financial Statements.
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Supplemental

Pro Forma          

   
March 31,

2014    
March 31,

2014    
December 31,

2013  
ASSETS       

CURRENT ASSETS       
Cash and cash equivalents    $ —       $ —       $ —    
Accounts receivable, less allowance for doubtful accounts of $140 and $140    80,108      80,108      71,097   
Inventory    125,686      125,686      128,706   
Deferred tax assets    15,902      15,902      22,532   
Prepaid and other current assets    25,809      25,809      23,720   

    
 

    
 

    
 

Total current assets    247,505      247,505      246,055   
    

 
    

 
    

 

PROPERTY, PLANT AND EQUIPMENT       
Land    13,939      13,939      13,456   
Buildings    174,113      174,113      173,554   
Machinery and equipment    1,753,571      1,753,571      1,749,410   
Construction in progress    32,289      32,289      19,533   

    
 

    
 

    
 

Total property, plant and equipment, gross    1,973,912      1,973,912      1,955,953   
Less—accumulated depreciation    (1,126,153)     (1,126,153)     (1,109,665)  

    
 

    
 

    
 

Total property, plant and equipment, net    847,759      847,759      846,288   
    

 
    

 
    

 

OTHER ASSETS    27,206      27,206      27,923   
    

 
    

 
    

 

TOTAL ASSETS    $ 1,122,470      $ 1,122,470      $ 1,120,266   
    

 

    

 

    

 

LIABILITIES AND NET INVESTMENT       
CURRENT LIABILITIES       

Accounts payable    $ 62,655      $ 62,655      $ 54,198   
Accrued taxes    1,682      1,682      1,867   
Accrued payroll and benefits    9,777      9,777      10,814   
Accrued customer incentives    10,082      10,082      7,728   
Distribution payable to Rayonier Inc.    950,000      —      —   
Other current liabilities    1,662      1,662      5,239   

    
 

    
 

    
 

Total current liabilities    1,035,858      85,858      79,846   
    

 
    

 
    

 

PENSION AND OTHER POSTRETIREMENT BENEFITS    21,441      21,441      21,793   
DEFERRED INCOME TAXES    45,842      45,842      49,224   
OTHER NON-CURRENT LIABILITIES    1,111      1,111      1,102   
COMMITMENTS AND CONTINGENCIES (Note 10)       
NET INVESTMENT       

Retained earnings    1,446,841      1,446,841      1,415,894   
Transfers to Parent, net    (1,389,754)     (439,754)     (407,894)  
Accumulated other comprehensive loss    (38,869)     (38,869)     (39,699)  

    
 

    
 

    
 

TOTAL NET INVESTMENT    18,218      968,218      968,301   
    

 
    

 
    

 

TOTAL LIABILITIES AND NET INVESTMENT    $ 1,122,470      $ 1,122,470      $ 1,120,266   
    

 

    

 

    

 

See Notes to Condensed Combined Financial Statements.
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For the Three Months Ended March 31,
(Unaudited)

(Thousands of dollars)
 
 

   
Three Months Ended

March 31,  
   2014    2013  
OPERATING ACTIVITIES     
Net income    $     30,947      $     80,003   
Adjustments to reconcile net income to cash provided by operating activities:     

Depreciation and amortization    20,649      15,153   
Stock-based incentive compensation expense    1,686      1,955   
Deferred income taxes    (804)     (70,439)  
Amortization of losses from pension and postretirement plans    1,308      2,099   
Loss from sale/disposal of property, plant and equipment    532      430   
Other    (161)     (188)  

Changes in operating assets and liabilities:     
Receivables    (9,011)     (9,373)  
Inventories    3,020      11,888   
Accounts payable    7,174      5,292   
Accrued customer incentives    2,354      131   
All other operating activities    (2,941)     (6,911)  

    
 

    
 

CASH PROVIDED BY OPERATING ACTIVITIES    54,753      30,040   
    

 
    

 

INVESTING ACTIVITIES     
Capital expenditures    (21,715)     (21,365)  
Jesup mill cellulose specialties expansion project (gross purchases of $0 and $57,693, net of purchases on account of $0 and

$20,959)    —      (36,734)  
Other    508      2,946   

    
 

    
 

CASH USED FOR INVESTING ACTIVITIES    (21,207)     (55,153)  
    

 
    

 

FINANCING ACTIVITIES     
Net payments from (to) Parent    (33,546)     25,113   

    
 

    
 

CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES    (33,546)     25,113   
    

 
    

 

CASH AND CASH EQUIVALENTS     
Change in cash and cash equivalents    —      —   
Balance, beginning of year    —      —   

    
 

    
 

Balance, end of year    $ —      $ —   
    

 

    

 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION     
Non-cash investing activity:     

Capital assets purchased on account    $        15,390      $         14,106   
    

 

    

 

See Notes to Condensed Combined Financial Statements.
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1. SEPARATION AND BASIS OF PRESENTATION

The Separation

On January 27, 2014, Rayonier Inc. (“Rayonier”) announced approval by its board of directors to pursue the separation of its performance fibers segment
into a stand-alone, publicly traded corporation. This separation is expected to be completed in accordance with a separation and distribution agreement
between Rayonier and the performance fibers segment to be known as Rayonier Advanced Materials Inc. (“SpinCo”). Rayonier intends to distribute, on a pro-
rata basis, all of the shares of SpinCo common stock to the Rayonier shareholders as of the record date of the distribution. SpinCo was incorporated in
Delaware as a wholly owned subsidiary of Rayonier on January 16, 2014. The separation is subject to market conditions, customary regulatory approvals, the
receipt of an affirmative Internal Revenue Service ruling and opinion from outside tax counsel with respect to the tax-free nature of the separation, and final
approval by Rayonier board of directors.

Basis of Presentation

The unaudited condensed combined financial statements and notes have been prepared in accordance with U.S generally accepted accounting principles
for interim financial information and in accordance with the rules and regulations of the Securities and Exchange Commission. In the opinion of management,
these financial statements and notes reflect all adjustments (all of which are normal recurring adjustments) necessary for a fair presentation of the results of
operations, financial position and cash flows for the periods presented. These statements and notes should be read in conjunction with the financial statements
and supplementary data included in SpinCo’s Audited Combined Financial Statements for the year ended December 31, 2013.

This interim financial information was prepared for the purpose of separately presenting the financial position of the Performance Fibers segment of
Rayonier and the results of operations, cash flows and changes in equity (See “The Separation” above). Historically, financial statements have not been
prepared for the performance fibers business and the accompanying financial statements for SpinCo have been derived from the historical accounting records
of Rayonier. The historical operating results and cash flows of SpinCo as presented may not be indicative of what they would have been had SpinCo been a
stand-alone entity, nor are they necessarily indicative of what SpinCo’s operating results and cash flows may be in the future. Actual costs that would have
been incurred if SpinCo had been a stand-alone company would depend on multiple factors, including organizational structure and strategic decisions made in
various areas, including division of shared services in human resources, payroll, legal, finance, procurement, information technology and infrastructure,
among others.

The statements of operations for SpinCo include allocations of certain costs from Rayonier related to the operations of SpinCo including: medical costs
for active salaried and retired employees, worker’s compensation, general liability and property insurance, salaried payroll costs, equity based compensation
and a pro-rata share of direct corporate administration expense for accounting, human resource services and information systems. These corporate
administrative costs were charged to SpinCo based on employee headcount and payroll costs. The combined statements of income also include expense
allocations for certain corporate functions historically performed by Rayonier and not allocated to its operating segments. These allocations are based on
revenues and specific identification of time and/or activities associated with SpinCo. Management believes the methodologies employed for the allocation of
costs were reasonable in relation to the historical reporting of Rayonier, but may not be indicative of costs had SpinCo operated on a stand-alone basis, nor
what the costs may be in the future.

Rayonier uses a centralized approach to the cash management and financing of its operations. SpinCo’s cash is transferred to Rayonier daily and
Rayonier funds SpinCo’s operating and investing activities as needed. Accordingly, the cash and cash equivalents held by Rayonier at the corporate level
were not allocated to SpinCo
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for any of the periods presented. SpinCo reflects transfers of cash to and from Rayonier’s cash management system as a component of “Transfers to Parent,
net” on the combined balance sheets. SpinCo has not included any interest expense for intercompany cash advances from Rayonier, since historically
Rayonier has not allocated interest expense related to intercompany advances to any of its businesses. In addition, none of Rayonier’s interest income was
allocated since excess cash of SpinCo’s operations was assumed to be remitted to Rayonier.

The financial statements for SpinCo include a provision for income taxes determined on a separate return basis which takes into account the impact of
the Alternative Fuel Mixture Credit (“AFMC”) and subsequent exchanges for the Cellulosic Biofuel Producer Credit (“CBPC”). SpinCo was a subsidiary of
Rayonier and, for purposes of U.S. federal and state income taxes, was not directly subject to income taxes but was included in the income tax return of
Rayonier TRS Holdings Inc., a wholly-owned subsidiary of Rayonier.

None of Rayonier’s interest expense and short term and long-term debt was allocated to SpinCo, since none of the debt was specific to the performance
fibers business. Additionally, Rayonier entities outside of the performance fibers business are the primary obligors of the debt and the cash generated from
performance fibers was adequate to fund SpinCo’s operations. Significant changes in the operations or capital structure of SpinCo could have occurred if it
operated as an independent stand-alone company, including a change in capital structure involving the addition of debt and/or equity instruments, which could
have had a significant impact on its financial position and results of operations.

Rayonier assets specifically identified and assigned to SpinCo include all of Rayonier’s performance fibers producing assets and related inventories at its
Jesup, Georgia and Fernandina Beach, Florida sites and four chip mills located in Georgia and Virginia. Other assets include accounts receivable, inventory,
spare part inventory and deferred tax assets. Liabilities specifically identified with SpinCo include accounts payable, property taxes, payroll, customer
incentives, deferred tax liabilities related to differences in the book and tax basis of the pulp producing assets and the net liabilities of the Jesup and
Fernandina pension and other post-retirement plans. The pension and OPEB liabilities were estimated using the same actuarial assumptions as those used in
the consolidated Rayonier financial statements for active and retired hourly and salaried employees of SpinCo.

Unaudited Supplemental Pro Forma Information. Staff Accounting Bulletin 1.B.3 requires that certain distributions to owners prior to or coincident
with a separation be considered as distributions in contemplation of the separation. Prior to the completion of SpinCo’s separation from Rayonier, SpinCo
intends to distribute approximately $950 million to Rayonier. The supplemental pro forma statement of financial position as of March 31, 2014, gives pro
forma effect to the assumed distribution as though it had been declared and was payable as of that date.

New or Recently Adopted Accounting Pronouncements

In July 2013, the FASB issued Accounting Standards Update (“ASU”) No. 2013-11, Presentation of an Unrecognized Tax Benefit When a Net Operating
Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. The standard requires an unrecognized tax benefit to be presented in the
financial statements as a reduction to a deferred tax asset for a net operating loss (“NOL”) or similar carryforward or a tax credit carryforward. If an NOL or
tax credit carryforward is not available at the reporting date or tax law of the applicable jurisdiction does not require the entity to use the deferred tax asset for
such purpose, the unrecognized tax benefit should be presented in the financial statements as a liability. ASU 2013-11 became effective first quarter. This
standard has been applied to income tax balances but it did not have a material impact on SpinCo’s financial position. See Note 5— Income Taxes to the
Condensed Combined Financial Statements
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2. SEGMENT INFORMATION

SpinCo operates in one reportable business segment: Performance Fibers. The Performance Fibers segment includes two major product lines, cellulose
specialties and commodity viscose/other. All sales originate out of the United States from the Jesup, Georgia mill, the Fernandina Beach, Florida mill and the
four chip mills. All assets are located in the United States, except for three foreign sales offices located in London, Tokyo and Shanghai.
 
     Sales by Product Line  

     
For the Three Months Ended

March 31,  
     2014      2013  
Performance Fibers         

Cellulose specialties      $ 206,470        $ 246,872   
Absorbent materials      10,173        37,300   
Commodity viscose/other (a)      26,856        993   

      
 

      
 

Total Sales      $ 243,499        $ 285,165   
      

 

      

 

 
(a) Other includes wood chips, bark and shavings.

Depreciation expense reflected in cost of sales in the Condensed Combined Statements of Income was $20.5 million and $14.9 million for the three
months ended March 31, 2014 and 2013, respectively.
 
3. RELATED PARTY TRANSACTIONS

As discussed in Note 1 — Separation and Basis of Presentation, the Combined Statements of Income and Comprehensive Income include expense
allocations for certain corporate functions historically performed by Rayonier and not allocated to its operating segments, including general corporate
expenses related to executive oversight, accounting, treasury, tax, legal, human resources and information technology. Net charges from Rayonier for these
services, reflected in selling, general and administrative expenses in the Combined Statements of Income and Comprehensive Income were $3.4 million and
$4.4 million for the three months ended March 31, 2014, and 2013, respectively.

The Combined Statements of Income and Comprehensive Income also include allocations of certain costs from Rayonier related to the operations of
SpinCo including: medical costs for active salaried and retired employees, worker’s compensation, general liability and property insurance, salaried payroll
costs, equity based compensation and a pro-rata share of direct corporate administration expense for accounting, human resource services and information
system maintenance. Net charges from Rayonier for these costs, reflected in the Combined Statements of Income and Comprehensive Income were $14.1
million and $13.1 million for the three months ended March 31, 2014 and 2013, respectively.
 
4. OTHER ASSETS

Included in Other Assets are manufacturing and maintenance supplies not expected to be utilized within the next 12 months, and other deferred expenses
including capitalized software costs. Software costs are capitalized and amortized over a period not exceeding five years using the straight-line method. At
March 31, 2014 and December 31, 2013, capitalized software costs were $2.0 million and $2.0 million, respectively.
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5. INCOME TAXES

Alternative Fuel Mixture Credit (“AFMC”) and Cellulosic Biofuel Producer Credit (“CBPC”)

The U.S. Internal Revenue Code allowed two credits for taxpayers that produced and used an alternative fuel in the operation of their business through
December 31, 2009. The AFMC is a $0.50 per gallon refundable tax credit (which is not taxable), while the CBPC is a $1.01 per gallon credit that is
nonrefundable, taxable and has limitations based on an entity’s tax liability. SpinCo produces and uses an alternative fuel (“black liquor”) at its Jesup, Georgia
and Fernandina Beach, Florida performance fibers mills, which qualified for both credits. Rayonier TRS Holdings Inc. claimed the AFMC on its original
2009 tax return.

In the first quarter of 2013 management approved the exchange of approximately 120 million gallons of black liquor for the CBPC previously claimed
for the AFMC, resulting in a $18.8 million tax benefit. As described in Note 1 — Separation and Basis of Presentation, Rayonier TRS Holdings Inc. claimed
these credits. At the date of separation, any CBPC carryforward will not be available to offset future taxes of SpinCo but will remain with Rayonier TRS
Holdings Inc.

Provision for Income Taxes

SpinCo’s effective tax rate for the first three months of 2014 was 29% percent, compared to 8% percent for the same period of 2013. The effective tax
rate in 2014 was higher than 2013 primarily due to the 2013 AFMC for CBPC exchange.

A reconciliation of the U.S. federal statutory income tax rate to the actual income tax rate was as follows:
 

   
Three Months Ended

March 31,  
     2014       2013   
U.S. federal statutory income tax rate    35.0%     35.0%  
Domestic manufacturing production deduction    (3.8)     (3.4)  
Other    0.6      —   

    
 

    
 

Effective tax rate before discrete items    31.8%     31.6%  
AFMC for CBPC exchange    —      (21.6)  
Research credit    —      (1.6)  
State credit    (2.8)     —   
Other    (0.4)     —   

    
 

    
 

Income tax rate as reported    28.6%     8.4%  
    

 

    

 

Unrecognized Tax Benefits

During the first quarter of 2013, SpinCo implemented ASU 2013-11, which requires, in certain instances, an unrecognized tax benefit (or portion of an
unrecognized tax benefit) to be presented in the financial statements as a reduction to a deferred tax asset for a net operating loss carryforward, a similar tax
loss or a tax credit carryforward. As a result, SpinCo reclassified $3.6 million from an unrecognized tax benefit liability to a reduction to current deferred tax
assets at March 31, 2014.
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6. INVENTORY

As of March 31, 2014 and December 31, 2013, SpinCo’s inventory included the following:
 
   2014    2013  
Finished goods    $ 108,128      $ 105,398   
Work in progress    2,533      3,555   
Raw materials    12,649      17,420   
Manufacturing and maintenance supplies    2,376      2,333   

    
 

    
 

Total inventory    $    125,686      $    128,706   
    

 

    

 

 
7. NET INVESTMENT

An analysis of the changes in Net Investment for each of the periods presented is shown below.
 

   
Retained
Earnings    

Transfers
(to)/from

Parent, net (a)    

Accumulated
Other

Comprehensive
Income/(Loss)    

Net
Investment  

Balance, December 31, 2012    $1,196,127      $ (406,753)     $ (64,670)     $ 724,704   
Net income    219,767      —      —      219,767   
Allocation of costs from parent (b)    —      (67,781)     —      (67,781)  
Cash receipts received by parent on SpinCo’s behalf    —          1,073,275      —          1,073,275   
Cash disbursements made by parent on SpinCo’s behalf    —      (1,006,635)     —      (1,006,635)  
Net gain from pension and postretirement plans    —      —              24,971      24,971   

    
 

    
 

    
 

    
 

Balance, December 31, 2013    $1,415,894      $ (407,894)     $ (39,699)     $ 968,301   
Net income    30,947      —      —      30,947   
Allocation of costs from parent (b)    —      (17,558)     —      (17,558)  
Cash receipts received by parent on SpinCo’s behalf    —      264,395      —      264,395   
Cash disbursements made by parent on SpinCo’s behalf    —      (278,697)     —      (278,697)  
Net gain from pension and postretirement plans    —      —      830      830   

    
 

    
 

    
 

    
 

Balance, March 31, 2014    $ 1,446,841     $ (439,754)     $ (38,869)     $ 968,218   
    

 

    

 

    

 

    

 

 
(a) The average balance of Transfers to Parent, net amounted to $423 million and $407 million during 2014 and 2013, respectively.
(b) Included in the costs allocated to SpinCo from the parent are expense allocations for certain corporate functions historically performed by Rayonier and not allocated to

its operating segments. See Note 3— Related Party Transactions to the Combined Financial Statements.
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The following is a reconciliation of the amounts presented as “Transfers (to)/from Parent, net” in the above table and the amounts presented as “Net payments (to)/from

parent” on the Combined Statements of Cash Flows.
 

   
Three Months Ended

March 31, 2014  
Allocation of costs from parent    $ (17,558)  
Cash receipts received by parent on SpinCo’s behalf    264,395   
Cash disbursements made by parent on SpinCo’s behalf    (278,697)  
Non-cash adjustments:   
Stock-based compensation    (1,686)  

    
 

Net payments (to)/from parent per the Combined Statements of Cash Flows    $ (33,546)  
    

 

 
8. ACCUMULATED OTHER COMPREHENSIVE LOSS

Accumulated Other Comprehensive Loss was comprised of the following:
 

   

Unrecognized
components of employee
benefit plans, net of tax  

Balance as of December 31, 2013    (39,699)  
    

 

Other comprehensive loss before reclassifications    —   
Amounts reclassified from accumulated other comprehensive loss (a)                                    830   

    
 

Net other comprehensive income    830   
    

 

Balance as of March 31, 2014    $ (38,869)  
    

 

 
(a) These accumulated other comprehensive loss components are included in the computation of net periodic pension cost. See Note 11—Employee Benefit

Plans to the Condensed Combined Financial Statements for additional information.
 
9. OTHER OPERATING EXPENSE, NET

The following table provides the composition of Other operating expense, net for the three months ended March 31:
 
   2014    2013  
Loss on sale or disposal of property plant and equipment    $           532      $          430   
Separation costs    2,766      —   
Miscellaneous income    (108)     (88)  

    
 

    
 

Total    $        3,190      $          342   
    

 

    

 

 
F-37



Table of Contents

RAYONIER ADVANCED MATERIALS INC. AND SUBSIDIARIES
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS

(Unaudited)
(Dollar amounts in thousands unless otherwise stated)

 
10. CONTINGENCIES

SpinCo is engaged in various legal actions and has been named as a defendant in various other lawsuits and claims arising in the normal course of
business. While SpinCo has procured reasonable and customary insurance covering risks normally occurring in connection with its businesses, it has in
certain cases retained some risk through the operation of self-insurance, primarily in the areas of workers’ compensation, property insurance and general
liability. These other lawsuits and claims, either individually or in the aggregate, are not expected to have a material adverse effect on SpinCo’s financial
position, results of operations, or cash flow.
 
11. EMPLOYEE BENEFIT PLANS

SpinCo has two qualified non-contributory defined benefit pension plans covering a significant majority of its employees. Rayonier closed enrollment in
these pension plans to Fernandina hourly employees hired after April 30, 2006 and to Jesup hourly employees hired after March 4, 2009. Employee benefit
plan liabilities are calculated using actuarial estimates and management assumptions. These estimates are based on historical information, along with certain
assumptions about future events. Changes in assumptions, as well as changes in actual experience, could cause the estimates to change.

The net pension and postretirement benefit costs that have been recorded are shown in the following tables:
 
   Pension    Postretirement  

   
Three Months Ended

March 31,    
Three Months Ended

March 31,  
   2014    2013        2014           2013     
Components of Net Periodic Benefit Cost         

Service cost    $ 553      $ 697      $ 157      $ 227   
Interest cost    1,949      1,725      153      195   
Expected return on plan assets    (3,314)     (3,129)     —      —   
Amortization of prior service cost    292      323      4      (10)  
Amortization of losses    1,023      1,624      122      188   
Amortization of negative plan amendment    —      —      (134)     17   

    
 

    
 

    
 

    
 

Net periodic benefit cost    $ 503      $ 1,240      $ 302      $ 617   
    

 

    

 

    

 

    

 

In 2014, SpinCo has no mandatory pension contribution requirements and does not expect to make any discretionary contributions. SpinCo had no
mandatory pension contributions and did not make discretionary contributions to its qualified pension plans in 2013.

Shared Pension and Postretirement Plans

Certain SpinCo employees participate in defined benefit pension and postretirement health and life insurance plans sponsored by Rayonier, which
include participants of other Rayonier subsidiaries. SpinCo recorded expense of $1.5 million and $2.5 million for the three months ending March 31, 2014
and 2013, respectively, for its allocation of costs related to these plans. As of March 31, 2014 and December 31, 2013, there were no required contributions
outstanding.
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EXHIBIT 99.2
 

RAYONIER INC. RAYONIER INC. 1301 RIVERPLACE BOULEVARD SUITE 2300 JACKSONVILLE, FL 32207 THE ENCLOSED MATERIALS HAVE BEEN SENT TO YOU FOR INFORMATIONAL PURPOSES ONLY M76751-Z63725 RAYONIER INC. You are receiving this communication because you hold common shares of Rayonier Inc. Rayonier announced that it intends to separate its performance fibers business from its forest resources and real estate businesses, and that this separation will occur through a distribution of 100% of the common stock of Rayonier Advanced Materials Inc., which was formed to hold the assets and liabilities associated with the performance fibers business, to Rayonier shareholders. Important information regarding this separation and distribution (which we refer to as the “Spin-Off Materials”) is now available for your review. This notice provides instructions on how to gain access to the Spin-Off Materials, which are being provided for informational purposes only. This notice is not a form for voting and presents only an overview of the Spin-Off Materials, which contain important information and are available, free of charge, on the Internet or by mail. We encourage you to access and review closely the Spin-Off Materials. To effect the separation, Rayonier will distribute 100% of the shares of Rayonier Advanced Materials common stock to the holders of Rayonier common shares as of the close of business on June 18, 2014, the record date for the distribution. Following the distribution, which will be effective on June 27, 2014, Rayonier Advanced Materials will be an independent, publicly traded company. Rayonier is not soliciting proxy or consent authority from shareholders in connection with the spin-off, and no shareholder vote is requested or required.



Important Notice Regarding the Availability of Materials RAYONIER INC. RAYONIER INC. 1301 RIVERPLACE BOULEVARD SUITE 2300 JACKSONVILLE, FL 32207 You are receiving this communication because you hold securities in the company listed above. They have released informational materials that are now available for your review. This notice provides instructions on how to access RAYONIER INC. materials for informational purposes only. You may view the materials online at www.materialnotice.com and easily request a paper or e-mail copy (see reverse side). See the reverse side for instructions on how to access materials. 
M76753-Z63725



How to Access the Materials Materials Available to VIEW or RECEIVE: INFORMATION STATEMENT How to View Online: Have the information that is printed in the box marked by the arrow XXXX XXXX XXXX following page) and visit: www.materialnotice.com. How to Request and Receive a PAPER or E-MAIL Copy: (located on the If you want to receive a paper or e-mail copy of these materials, you must request one. There is NO charge for requesting a copy. Please choose one of the following methods to make your request: 1) BY INTERNET: www.materialnotice.com 2) BY TELEPHONE: 1-800-579-1639 3) BY E-MAIL*: sendmaterial@materialnotice.com * If requesting materials by e-mail, please send a blank e-mail with the information that is printed in the box marked by the arrow XXXX XXXX XXXX (located on the following page) in the subject line. Requests, instructions and other inquiries sent to this e-mail address will NOT be forwarded to your investment advisor. M76754-Z63725



You are receiving this communication because you hold common shares of Rayonier Inc. Rayonier announced that it intends to separate its performance fibers business from its forest resources and real estate businesses, and that this separation will occur through a distribution of 100% of the common stock of Rayonier Advanced Materials Inc., which was formed to hold the assets and liabilities associated with the performance fibers business, to Rayonier shareholders. Important information regarding this separation and distribution (which we refer to as the “Spin-Off Materials”) is now available for your review. This notice provides instructions on how to gain access to the Spin-Off Materials, which are being provided for informational purposes only. This notice is not a form for voting and presents only an overview of the Spin-Off Materials, which contain important information and are available, free of charge, on the Internet or by mail. We encourage you to access and review closely the Spin-Off Materials. To effect the separation, Rayonier will distribute 100% of the shares of Rayonier Advanced Materials common stock to the holders of Rayonier common shares as of the close of business on June 18, 2014, the record date for the distribution. Following the distribution, which will be effective on June 27, 2014, Rayonier Advanced Materials will be an independent, publicly traded company. Rayonier is not soliciting proxy or consent authority from shareholders in connection with the spin-off, and no shareholder vote is requested or required. M76755-Z63725
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