Pl

FOR PANEL MANUFACTURING, FURNITURE FROM PANELS & FLOORING
MICA (P) No: 015/02/2008 - ISSN: 0219-5704 - KDN: PPS 1453/1/2008 « www.panelsfurnitureasia.com + FEBRUARY 2008

1 Coastal Lumber
lidaire of quality
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Coastal Lumber

A culture of quality ., rew.osoes e s

Q: Please give us a brief rundewn on how Coastal Lumber
came about.
A (by Mr Victor C Barringer Il): My grandfather Victor Barringer
founded Coastal Lumber in 1937 in the US; he was financed
by Harry F Guggenheim, who had done several previous busi-
ness fransactions with him. The partnership lasted fill 1959,
when my father Paul B Barringer |l and his two partners Steve
H Conger Sr and RG Bell purchased the business. In 2002, |
became President and Chief Executive Officer, and acquired
the hardwood lumber business from family members in 2004.
We have grown significantly'since then. .

When my father and his two partners took over Coastal,
there was only one mill in North Carolina. But that grew to
several mills spread across six states, and at one time they
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even had up to 36 operations obtained through opportunistic
buys and acquisitions. We also have a sister company that
has timberland and today, we are the largest manufacturer of
hardwood lumber in the US.

Q: It's been 70 years since the company was founded.
Why do you think the company has been able to grow
continuously?
A: Because of our reputation, and our commitment to the
export business.

Q: What are Coastal’s current long-term goals and how
will these be achieved?

A: Our long-term plan is to be the dominant supplier of hard-
wood lumber for the entire Asian region.

We understand that the customers’ needs are ever chang-
ing, and so if they have a new product they are developing and
need our help to provide lumber of a certain width, colour or
length, we could adapt our production to meet their needs. This
allows us to have a partnership and grow with them.

To help us help our customers, we have invested about
US$21 million to improve the efficiency of our operations.
Our most significant investment in the last few years would
have been into the Dailey (West Virginia) yard, by installing
a PHL System there so that we can produce what the market
demands.

We also recognise that yield and waste minimisation is
critical for our customers. To accommodate this need, Coastal
has added sorting and gang ripping capabilities. We are close
to the major East Coast ports with our facilities, which are
located along the Northemn Appalachian region, and we have
an in-house transportation staff for export documentation and
shipment coordination.

Q: How did Coastal Lumber start its foray into exporting
lumber and what does it see in Asia?

A: Coastal got into the export business in the mid-70s when my
uncle, who was a tobacco merchant then, would travel around
the world and see lumber in demand everywhere; he was the
one who encouraged us fo export our lumber. We started with
Europe and then transferred that base of knowledge into Asia.
In 1979, we entered the Taiwanese market and then China in
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an aggressive way. | myself have been to Asia about 25 times.
When | started traveling to Asia in the early '90s, we recognised the need for direct ship-
ments from manufacturers of lumber in the US. | saw a lot of games being played, a lot
_ of cheating, and a lot of dishonest behavior, such as cheating on grades, tally and so
forth. We decided at that point that there was a role in Asia for a credible supplier of
L high quality hardwood lumber, and especially for a manufacturer with a strong
. reputation.
o~ Historically, the export market has been driven by wholesalers and
Systematic monitoring the flow of lumbe gh int not manufacturers, but what the market needs is actually for a con-
progier sorts sistent supply of high quality lumber directly delivered from the
, ; = = manufacturers.

Asia is now our most important market and we're convinced
that the manufacturing base in this region will be much larger
than the US in ten years. That's why we are so committed to

these markets by having 14 employees on the ground in our
customer’s markets, to handle sales and documentation.
On top of that, we have a sales manager who lives in Asia.

We are not aware of anyone in our industry that has this
kind of commitment on the ground like we do.

Q: What would you say are Coastal’s competitive
advantages?
L A: People have always wanted to know what we do
_,_, == differently, what separates us from the rest. As a
== manufacturer, our big advantage is in our ability to
-"'"""—---.. control the whole process — from our forestland to
=== the customers' warehouses, hence there is always
somebody accountable throughout. We are nota
profit-driven middleman who buys from ten differ-
ent sawmills from ten different geographic regions;
we are able to supply both logs and lumber as
we have direct access to our timber base. About
99% of our lumber comes from our own production
facilifies where quality control is managed by our
employees and that guarantees the most consistent
quality possible.

Hence the real difference is that with Coastal,
what,you see is what you get. The second load of
lumber you purchase will be just as consistent as the

first load of lumber, and that is an advantage that only
manufacturers have. We also believe that we have the
best people in the industry.

Q: What are some challenges that Coastal now faces?

A: The biggest challenge facing Coastal today is adapting to
increased competition from altemative products. With markets
being truly global, access to many alternatives to hardwood lumber
has affected the business as well as the hardwood industry globally.
We view this as an opportunity to combat the encroachment of such

altemative products by distinguishing the value of hardwood lumber and
reacting to customers' needs quickly and efficiently.

Another big challenge we face is from companies who do not have same
ethical standards as we do. That's being perfectly blunt but it is the truth. We
2 2 compete against people who promise customers Northern Appalachian production,
e Soak from but they actually buy it from Louisiana and ship such to their customers. By the time the
Coastal Lumber customers realise i, it's too late and the companies in tum just blame it on the mills who supply

- - them. It's very difficult to compete with that type of behaviour.
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Q: How do you meet these challenges then?
A:Forus, we first let our lumber speak for itself. We also treat our customers like our partners;
we teach them the grading rules and try to help them understand how they can get a better
yield from our lumber. The bottomline is that if the yield is better, the customer wins.

In fact, our best customers - the ones we have the greatest success with - are those

that analyse our lumber for yields and checks the grades and tally. It is no accident that we

have been doing business in Asia with the same people for twenty years.

Q:How do you view the current issues in the US - its sub-prime mortgage situation,
and the falling value of its currency, for example? .

A: My opinion on the sub-prime issue will be different from what you read. Though the sub-

prime loans issue is not a good situation, most of what have been reported are overblown
by the press. The sub-prime mess is just a fever - it's something we will get over. Presently
only 1% of existing sub-prime loan owners are not paying their morigages, and the underlying
strength of the US economy is much stronger than what you read. The press does not give
due credit to the strength of the US economy as we have a very strong economy right now,
stronger than most people realise. The housing market will come back by 2009.

| do not believe the US Dollar will get much stronger vs. Asian currencies, because of
the trade deficits we run.

Q: What do you see coming up for Coastal in the next few years?

A: Over the next three years we'd like to increase our shipments into Asia by 50% above |

our existing levels. We believe we can achieve this as we see a need for consistent quality
producer of hardwood lumber in that region.

Also, despite very difficult times for ourindustry in the US, we are financially strong and will
be here in the future. We have attempted in the last two years to acquire more manufacturing
faciliies. However, while the price for this additional capacity does not reflect current market
conditions, we are sill actively looking at new mills and opportunities to grow.

As Warren Buffet (American billionaire and philanthropist) once said, “When the tide goes out,
you can find out who's been swimming naked.” This applies to our industry - when the US hard-
wood lumber market comes back, Asia will see who is committed to exports to their regionand who
is not. PFA
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Mr Victor C Barringer |,

President, CEO and Chairman of Coastal Lumber

Ya Lian Machinery Co Ltd: Supply thin

Dunhua City Yalian Machinery Co Ltd was built in Dunhua City in
2003, and is one of the most important enterprises with top tech-
nology in Jilin province. Ya Lian Co has been certified with
ISO9001 Quality Control System and |ISO14001 Environmental
Protection System since 2005. In order to fully use wood resources
which are increasingly of a shortage in China, Ya Lian Co is
devoted to the developing technology of thin boards and
manufacture of related equipments.

For China's man-made panel indusiry, Ya Lian Co has devel-
oped a series of GY40 confinuous roll hot presses which can
be used fo produce MDF and pariicleboards with a thickness
range of 1.6mm - 8.0mm and width from
1220mm - 2440mm, and production capacity
can be designed from 50,000m? to 10,000 m?®
annually according fo customers’ demands.
These hot presses are of top quality and have
high retumn rates of investment, suitable for me-
dium and small-scale enterprises to purchase
or rebuild with limited capital.

Contact:

Tel: 010-52332917

Fax: 010-52332817

Net address: hitp://www.dhyljx.com
E-malil: guoxigiang1218@126.com
Mobile Phone: 13910250688
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About Coastal Lumber

Coastal Lumber s a privately held family-owned business
in its third generation of ownership, now under by the Bar-
ringer and Conger families. In its history of 70 years, Coastal
has been involved in many aspects of lumber operations; it
produces all eastern hardwood species - red oak, popular,
hard maple, cherry, soft maple, white oak, ash, basswood,
hickory, and walnut - in 4/8-4" thickness.

Additionally, Coastal produces southem yellow pine and
cypress, in all NHLA (National Hardwood Lumber Associa-
tion) grades and can sort and grade proprietary products to
match customers' needs. It also exports sawn logs for engi-
neered flooring, on top of three different grades for veneer
production, mainly to China, Vietnam and Indonesia.

Coastal has expanded over time from one sawmill in
Weldon, North Carolina, USA, to the current composition of
18 sawmill and concentration yards, and producing approxi-
mately 230 million board feet of lumber annually.

In Asia, the company has three offices, two in China
(Shanghai and Shenzhen) and another in Vietnam, employ-

= Founded by Victor Barringer |
= Began as a hardwood bandmill in Lake City, South
Carolina, USA

* Closed Lake City bandmill and moved to Weldon,
North Carolina

= Company purchased by Paul Barringer, Steve
Conger and RG Bell

= Entry into West Virginia (WV) with acquisition
of Dailey Sawmill

= Bandmill (dry kilns) built in Gassaway, WV

= Entered export market (US511.3 million in
revenue from export; 18% of total revenue)

= Acquired the Frazee and Summit Lumber
Companies (added 7 lumber plants and 37,000
acres of timberland in WV and Pennsylvania)

= Revenue grew to USS556 million

= Established plywood plant at cost of US$516.5
million; generated additional US$20 million in
sales

= The 33™ {argest lumber producer in the US
= The 2" largest hardwood lumber praducer
= A leading cypress lumber producer

ing fulltime staff and not
agents in these locations.
“‘Having offices in Asia fits
our strategy of going to
our customers directly and
providing the best cus-
tomer service possible,”
Mr Barringet shared. To
ensure fast delivery, there
are documentation person-
nel in these offices.

Expected lumber pro-
duction for 2008 will be 230 '
million board feet, 99% from its own m:lls Export shlpments will
approximately make up about 18% (or 42 million board feet).
Of this, about 65% (27.3 million board feet) would go into Asia
- mainly China - with the rest going info Europe.

Its gross revenue in 2007 was US$310 million.

His_torical Milestones

* Hardwood Lumber EBIT US$150 million

= Exited commodity pine lumber business

» Changed name from Coastal Lumber Company
to Coastal Forest Resources Company

= Created subsidiaries to distinguish between
different businesses: Coastal Lumber Company,
Coastal Industrial Products Company, Coastal
Timberland Company

= Existing senior management team in place

= Successfully completed split-off of Coastal
Lumber Company from Coastal Forest
Resources Company in October

« Corporate office moved to Charlottesville,
Virginia

= Have 18 manufacturing facilities with sales
offices in the US and other countries.

= Annual capacity of 230 million board feet and a
gross revenue of US$310 million.

Background: Coastal 's Weldon corporate office in North Carolina, USA, also the site of its

first mill
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