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BLUESTONE

INTRODUCTION

Presenters:

Carl Noble, Jr.
Jeffrey Radtke

Agenda Overview:

- The Current Market and Impacts on Strategic Models
- Perspectives on the Strategic Modeling Process

- About Blue Stone

- Questions
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BLUESTONE

Market Chaos! What To Do?

Survival Manual

NNNNNNNNNNNN



BLUESTONE

Survival Manual

A Economy: WC pundits disagree

I First Law: For every economist there is an
equal and opposite economist.

inThings are more |1 ke
t hey ever were beforec
IinNThe future ainot |1 ke

A Common sense Finance principles can
help you survive (and maybe create
value)
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Facts

A Money Supply growing (like crazy)
A Credit retracting (like crazy)
A Deficit & Unemployment Growing

A Profits Up
I Productivity gains (+)
I Barely any revenue growth (-)
I Small CAPX, option to walit valuable
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Consequences

A Current situation unlikely to change
soon

A Survive with better look into the future
I Build computerized simulation models
I Support with efficient organization

A Liquidity now can be the constraint that
limits growth
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BLUESTONE

Value Drivers Macro Level

ASales Growth
ASales Margins
ACash Taxes

AFixed Capital Investment
AWorking Capital Investment

ARisk -- Cost-of-Capital
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BLUESTONE

Value Drivers—The Punch Line

AAre there sufficient incremental sales
margins to "pay" for the required
iInvestment on arisk-adjusted basis?

Alf true, then we expect that enough cash

flow will be generated so that
Avalue will be created
AWealth will be increased for all stakeholders
AMore opportunities can be addressed
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BLUESTONE

Value Drivers (cont'd)

Alf sales margins are above a "break-even"
then sales growth creates value

conversely,

Alf below "break-even", then sales growth
destroys value
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| mpl ementi ng ¢
Pl anni ng Syst

A Perspective
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BLUESTONE

The overall strategic planning process

AWhat i s Possiblebo AWhat i s Expectedo?a
Establish Targets and Secure Leadership Provide Benchmark for Annual Performance and
Support Latest View of Performance

AnnuaI/Consolldat -
> 3-5 Year > > > > MontthBudgets> > Forecast/Report|n>
Phnq g

Strategic Validate Allocate Monitor

Analysis Plans w Resources Performance

AMarket / ASubmit plans ADetermine levels ASet goals /
Segmentation of targets
analysis APerform analysis capital for each - Value

-6StressoO6 test business - Value driver

ACompetitive - Scenarios - Accounting

analysis - Accuracy ADetermination
- Value risks based AMonitor and

ASupport / justify on sound measure

plans ARevisions validated goals / targets

business plans
AConsolidation
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BLUESTONE

A process which, in reality, is rarely smooth and usually carries a
negative connotation

Complaints Reasons

A Too political A People
A Not enough strategy - Lack of ownership
APl ans dondt | i|nk rafegy Lackofaccountability
A Number crunching exercise A Lack of efficiency
A Too | - Analytics

00 1on9 - Level of detail issues
A Stressful

A Lack of consistency
A Multiple versions

A Multipleinputs
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BLUESTONE

CONSIDERATIONS

Theideal strategic planning system should balance the needs between
corporate and business units - not replace business unit models

Corporate Business Unit

Performance
Measurement

Resource Allocation

Investor Communication

Reporting

Perform consolidation,
scenario analysis, &
what-ifs

Key value drivers and inputs
link from detailed business
unit model

. C——
Planning

System
Mid Level Detail
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LEVEL OF DETAIL

BLUESTONE

The appropriate level of detail in the ideal strategic planning system will be a
mix of cash flow drivers from both operational and financial perspectives

Operational Elements

Business Unit: Budget Drivers

Corporate: Value Drivers

By product
Product Mix
Market pulp price

Linerboard, bleached paperboard,

and uncollated paper
Lumber price

% Recycled (OCC & ONP)
Timberland Growth
Wood fiber price

Pulp price

% Direct sales

Customer IS

Transport

Staffing levels

% Internal source

Operating rates
Yield

% Waste
Availability

Mill mix

Paper product mix
Wood fiber price
Pulp price

GDP

Interest rates

Cost of raw materials

Finished pulp & paper products
Days in receivables

Days in payables

Revenue

Profit Margin

Taxes

Capital

Cash Flow from
Operations

Investment

Working Capital

CONFIDENTIAL

Investment




BLUESTONE

CONSIDERATIONS

What sets true Astrategico planning sys
the level of uncertainty inherent in the process

G/L Budgeting _
_ Strategic
System Type Transaction Short-Term Planning
Processes Planning
Level of
flexibility and Low Low / Moderate High

uncertainty

Strategic planning systems require a proper implementation to ensure:
1. System fits into process
2. Containsthe appropriate and manageable level of detail
3. Balance of flexibility and integrity
4. Supportable & Sustainable

CONFIDENTIAL



VERTICAL INTEGRATION: STRATEGIC PLANNING SYSTEM COMPONENTS

A What if analysis
A Target setting

Modeling

A Reclassifications

A6Tops downd build
A Detailed 5yr Plan

A Workflow Budgeting &
A6Bottoms Up =orecasting
Plan 1l nCl Dimension Mapping

Consolidated View

A 3yr Plan, 2yr Projection
A 5 Yr History

A Key Driver Linkage

A strategic Model

By Individual BU

BLUESTONE

Applicable
Oracle Tools

AHyperion Strategic
Finance (HSF)
AHyperion Essbase

AHSF
AHyperion Planning
A Essbase

A Essbase Studio, DRM

General Ledger / Staging Area

A eBusiness,Suite, JDE,
etc.

Feeder Systems

More detail, more frequent, more users as you drill down
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BLUESTONE

HORIZONTAL INTEGRATION: CFO FUNCTIONS

CFO & CEO
Total Company &
Business Unit

Investor
Relations

Strategic
Planning

Treasury

Strategic Finance

Hyperion Financial Management / Hyperion Planning i Essbase /
Consolidation tools Operational Planning tools
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BLUESTONE

THE STRATEGIC PLANNING SYSTEM

Business Unit Consolidation Earnings Management
Legal vs. Management Views Variance Analysis
Funding Alternatives Cash Flow Drivers

What if Analysis
Corporate Restructuring

Capital Structure Forecast
Scenario Analysis

/" LonG-TERM | SuOrT-TERM
PLANNING Tacrics

CORPORATE
DEVELOPMENT

Divestitures
Joint Ventures
Deal Structure & Synergies

Covenant and Ratio Analysis
Target Capital Structures

Mergers & Acquisitions e — — ' Share Repurchases
Value impact on Corporate Plan Interest Rate &
Earnings Accretion / Dilution Macroeconomic Scenarios
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BLUESTONE

STRATEGIC PLANNING SYSTEM BENEFITS

The ideal strategic planning system allows analysis to be performed
significantly more efficiently

A Reduces time required to run scenarios, sensitivities, and what-ifs on business plans
A Contains flexibility to enable off the chart analysis or deviations from the standard analysis

A Allows analyzing impact on total company by consolidating business units at multiple levels
while maintaining accounting integrity

Increased time to perform proper strategic and competitive analysis to ensure
sound validated plans which provide the foundation for allocation of capital
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BLUESTONE

BLUE STONE | NTERNATI ONALG6S SERVI CE OFFERI NGS

- Founded in January 2005

- Largest Global HSF Partner with hundreds of successful engagements

- Leader of Customer Advisory Board and Beta Program

- Services Group with Expertise Strategic Modeling & Consulting, Implementation
- Certified Oracle Advantage Partner (CAP Status) & Authorized Training Partner

Consulting Implementation Support
A Strategic Modeling & Business A sStrategic Finance (HSF) A Finance Staff Augmentation
Driver Analysis
A Working Capital Analytics & A HSF Model Assessments
A Liquidity and Working Capital Reporting with Essbase
Analytics A HSF Product Training
A Crystal Ball
A M&A/Divestiture Transaction A HSF Support

Support Services

A Impairment Testing
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http://www.southernland.com/
http://www.calpine.com/
http://www.edison.com/
http://www.chk.com/
http://www.aig.com/Home-Page_20_17084.html
http://www.catlin.com/cgl/
http://www.citgo.com/Home.jsp
http://www.pdvsa.com/
http://www.menswearhouse.com/webapp/wcs/stores/servlet/Menswear_-1_10601_10051_10051_10051_Menswear.html
http://www.itg-global.com/
http://www.telesat.ca/en/

