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March 25, 2001

For immediate release

Norske Skog Canada to acquire Pacifica Papers. 

$12 per share cash distribution to existing shareholders also proposed. 

Vancouver, BC — Norske Skog Canada announced today that it plans to acquire Pacifica Papers Inc., a move that will create North America’s third largest newsprint and specialty groundwood papers company. 

On a pro forma basis, the expanded company will have 2.7 million tonnes of paper and pulp capacity, and will be the largest value-adding business operating in the BC forest products sector. Combined annual sales of both companies in 2000 were $2.5 billion.

The company will retain the Norske Skog Canada name and will be headquartered in Vancouver.

The boards of both companies are recommending that their shareholders approve the transaction. Shareholders meetings to vote on the proposal are expected to be held in May. 

With the acquisition, Norske Skog Canada expects to capture annual synergies anticipated to be approximately $60 million. The transaction is expected to be accretive to earnings in the first 12 months following the combination. The company will be the leading West Coast producer of newsprint, telephone directory paper, lightweight coated paper and hi-brite papers used for newspaper inserts.

The acquisition will be completed through a Court approved Plan of Arrangement involving an exchange of shares and cash by which Pacifica shareholders may elect to receive 2.1 Norske Skog Canada shares for one Pacifica share or alternatively, one share of Norske Skog Canada and $7.50 cash.

Concurrently, Norske Skog Canada will make a special distribution of $12 per share to its existing common shareholders through a separate Plan of Arrangement. 

Norske Skog Canada’s president and chief executive officer, Russell J. Horner, said the proximity of the company’s Vancouver Island mills with Pacifica’s Port Alberni and Powell River operations offers synergies and benefits that no other two companies could achieve. Norske Skog operates pulp and paper mills at Crofton and Campbell River. As previously announced, Norske Skog Canada is continuing to explore options for the sale of its third operation, Mackenzie Pulp, which is located in the BC Northern Interior.

 “With four mills located within a 100-mile radius on the lower South Coast, we will be creating a global scale, value-adding business that will benefit our stakeholders and the Province of BC”, Horner said. “At the same time, the special distribution rewards our existing shareholders who have been patiently waiting for the company to make a move. The company also retains the financial ability to grow through internal and external investments.” 

Horner, who took over the reins of the company 14 months ago, said Norske Skog Canada’s strong cash position had resulted in an under-leveraged balance sheet relative to other industry players.

Horner and his new senior management team have led a significant turnaround at the former Fletcher Challenge Canada taking it from the bottom of the industry to a top quartile performance in the most recent quarter generating the highest earnings in more than five years. 

With the arrival of Norske Skogindustrier ASA as the new majority shareholder in July 2000, the company joined a global organization that is the world’s second largest newsprint producer. 

Horner said the strong affiliation with Norske Skog ASA would continue even though the Norwegian-based company’s stake in the Canadian company will fall below its current 50.8 per cent majority interest as a result of the Pacifica acquisition.

“Norske Skog ASA remains as a significant shareholder who is committed to the paper business and is fully supportive of the growth of the Canadian company through the acquisition of Pacifica and the investments in our current operations,” Horner said.

Transaction Details

· Norske Skog Canada’s acquisition of Pacifica and the special distribution of $12 per share to existing Norske Skog Canada Class A shareholders will be covered by separate Plans of Arrangement to be presented at meetings of shareholders of the two companies.

· The Plan of Arrangement to complete the acquisition must be approved by two-thirds of the votes cast by Pacifica shareholders.

· The Plan of Arrangement related to the $12 per share special distribution must by approved by three quarters of the votes cast by Norske Skog Canada’s shareholders.

· Shareholders holding approximately 55 per cent of Pacifica’s outstanding common shares have committed to support the acquisition and vote in favour of it at Pacifica’s shareholders meeting.  Norske Skog ASA has also committed to support the special distribution and to vote in favour of it at Norske Skog Canada’s shareholders meeting.

· Implementation of both Plans of Arrangement will be subject to the approval of the British Columbia Supreme Court and the receipt of other regulatory approvals. The Arrangement Agreement between Norske Skog Canada and Pacifica provides for a break-up fee in certain circumstances, including if the Board of Directors of Pacifica changes its recommendation in favour of a competing transaction.

· The special distribution of  $12 per share to Norske Skog Canada’s existing shareholders will proceed even if the acquisition of Pacifica does not, provided the Plan of Arrangement is approved by Norske Skog Canada’s shareholders and by the Court.

· Norske Skog Canada made application to the government of Canada to determine the income tax consequences of the special distribution to its existing shareholders. Norske Skog Canada has received from the Department of Finance a “comfort letter” confirming that approximately $7.60 of the special distribution of $12 can be distributed as a tax-free return of capital.  Shareholders will receive the balance of the distribution as a taxable dividend.  Any amounts received as a return of capital will reduce the adjusted cost base to the shareholders of their shares in Norske Skog Canada.

· Norske Skog Canada has arranged committed financing facilities that will be sufficient to fund the special distribution to Norske Skog Canada’s existing shareholders, to pay the cash portion of the consideration to be paid to Pacifica shareholders and to repay Pacifica’s existing bank indebtedness.  It is anticipated that Pacifica’s outstanding US$200 million of 10% Senior Notes will be assumed by Norske Skog Canada and will not be repaid as part of this transaction.  The transactions are subject to the funds necessary to complete the transactions being made available under the new financing facilities.

Except for the historical information contained herein, the matters set forth in this press release are forward-looking statements, including statements with respect to expected synergies, and are subject to risks and uncertainties that may cause actual results to differ materially from those set forth in these statements.

The Norske Skog Canada securities to be issued to the Pacifica Papers Inc. security holders as part of the transactions contemplated by the Plan of Arrangement have not been and will not be registered under the U.S. Securities Act of 1933, as amended, and may not be offered or sold in the United States absent registration or an applicable exemption from registration requirements.
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