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For Immediate Release

MERCER INTERNATIONAL INC. REPORTS
2008 FOURTH QUARTER AND YEAR END RESULTS

NEW YORK, NY, February 11, 2009 -- Mercer International Inc. (Nasdag: MERC, TSX: MRI.U)
today reported results for the fourth quarter and year ended December 31, 2008. Total revenues in the fourth
quarter of 2008 decreased to €172.0 million (US$226.6 million) from €173.4 million (US$251.3 million) in
the same period of 2007. We recorded an Operating EBITDA loss of €7.5 million (US$9.9 million) in the
current quarter, compared to Operating EBITDA of €37.2 million (US$53.9 million) in the fourth quarter of
2007 as rapidly declining market conditions and a non-cash inventory write-down of €11.3 million in the

current quarter adversely affected our results.

Summary Financial Highlights of the 2008 Fourth Quarter and Year End Results

Q4 Q3 Q4 Year Year
2008 2008 2007 2008 2007
(in millions of Euros, except where otherwise stated)
PUIP TEVENUES......eeeveeeiieiecieie e € 1610 € 1786 € 1672 € 689.3 € 7044
ENErgy reVeNUES........coovveiiierieeiee e 11.0 6.2 6.2 31.0 22.9
Operating income (loss) from continuing
OPETALIONS ..vveeevieeeee et (21.4) 9.9 22.7 13.3 69.6
Operating EBITDA (10SS) ....veeveveviienieeeeseeneen (7.5) 24.0 37.2 69.1 126.2
Unrealized gain (loss) on derivative instruments.. (29.7) (8.2) 1.4 (25.2) 135
Foreign exchange gain (loss) on debt................... (0.9) (9.6) 3.7 (4.2) 11.0
Net income (loss) from continuing operations...... (59.0) (17.2) 7.3 (72.5) 22.4
Net income (loss) per share
BaSIC ...vevieiieisie e € (163) € (047) € (0200 € (2000 € 0.61
DIlUted ..o € (163) € (047) € (018) € (2000 € 0.58

Summary Operating Highlights of the 2008 Fourth Quarter and Year End Results

Q4 Q3 Q4 Year Year
2008 2008 2007 2008 2007
Pulp Production (000 ADMTS).....cccccevverurreenenne 338.9 368.4 370.1 1,425.0 1,404.7
Scheduled Production Downtime (‘000 ADMTS)... 21.0 9.0 - 47.0 46.0
Pulp Sales ('000 ADMTS) ....ccevvirriieniraeenieeeens 364.1 363.8 322.9 1,423.0 1,352.6
NBSK pulp list price in Europe (US$/ADMT)....... 698 878 850 839 800
NBSK pulp list price in Europe (€/ADMT)............ 530 585 587 571 584
Average pulp sales realizations (E/ADMT)®......... 436 484 512 478 516
Energy Production ('000 MWh) ...........cccccvevenennne 348.8 377.3 369.0 1,456.6 1,401.9
Energy Sales ('000 MWHh).........ccoooviienieinneeeene 107.9 119.5 113.4 456.1 430.4
Average Spot Currency Exchange Rates:
€18 0.7591 0.6658 0.6901 0.6800 0.7294
CH /8P e 1.2118 1.0416 0.9818 1.0669 1.0740
CH/ED e 1.5951 1.5620 1.4230 1.5603 1.4690
1) List price, less discounts and commissions.
2) Average Federal Reserve Bank of New York noon spot rate over the reporting period.

?3) Average Bank of Canada noon spot rate over the reporting period.



Page 2

President's Comments

Mr. Jimmy S.H. Lee, President and Chairman, stated: "During the fourth quarter we faced very
difficult market conditions. Collapsing global pulp demand and rising world pulp inventories adversely
affected our sales as customers revised their outlook and purchasing patterns. Additionally, like many other
commodities, prices for NBSK pulp recently have come under significant pressure over the past number of
months, and declined rapidly in the fourth quarter to US$635/ADMT at year end. The current market
environment also impacted the carrying value of our finished goods and fiber inventories, requiring us to
record a non-cash provision of €11.3 million against these inventories in the fourth quarter, in order to reflect
lower anticipated selling prices. In 2009, pulp prices to date have stabilized at the current low levels and we

do not expect any further inventory write-downs in the first quarter.”

Mr. Lee continued: "Amidst these challenging economic conditions, we are taking a variety of
actions to conserve cash and reduce costs. Additionally, in February, we successfully completed an
agreement to amend the loan facility of our 70% owned subsidiary that operates the Stendal mill, to provide

the mill with increased liquidity and financial flexibility to operate through the current market downturn.”

Mr. Lee added: "Despite the trying times facing our industry we are carrying out our strategic long-
term plans, including our focus on energy generation, and we are very pleased with the recent signing of an

energy purchase agreement with BC Hydro for the sale of electricity from our Celgar mill."

Mr. Lee continued: "With pulp market conditions at historically depressed levels, we believe that a
rebalancing of supply and demand is essential to a market turn-around. However, before such a rebalancing

can occur, we expect that there will be further closures of and downtime at high cost mills.”

Mr. Lee concluded: "We believe the long-term fundamentals of our business are sound and our objective
during this economic storm is to continue to add value and position ourselves and our shareholders for a

strong rebound when the market recovers."

Three Months Ended December 31, 2008 Compared to Three Months Ended December 31, 2007

Pulp revenues for the three months ended December 31, 2008 decreased by 3.7% to €161.0 million
from €167.2 million in the comparative period of 2007, as market conditions deteriorated markedly
beginning in the current quarter. Revenues from the sale of excess energy increased by approximately 77.4%

in the fourth quarter to €11.0 million from €6.2 million in the same quarter last year.
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Pulp production decreased to 338,909 ADMTSs in the current quarter, from 370,081 ADMTSs in the
same quarter of 2007. We took a total of 11 days scheduled maintenance downtime at our Stendal mill in the

current quarter, compared to no downtime at our mills in the fourth quarter of 2007.

Although pulp sales volume increased to 364,088 ADMTSs in the current quarter from 322,916
ADMTSs in the comparative period of 2007, average pulp sales realizations decreased by approximately
14.8% to €436 per ADMT in the fourth quarter of 2008, compared to €512 per ADMT in the same period

last year.

Costs and expenses in the fourth quarter of 2008 increased to €193.4 million from €150.7 million in

the comparative period of 2007.

On average, our fiber costs increased by approximately 13.4% in the fourth quarter of 2008 from the
same period in 2007, primarily because of an inventory provision of €7.1 million against our fiber
inventories which we were required to record as a result of weakening NBSK pulp markets. Excluding this
provision, our fiber costs increased by 4.5% in the current quarter from the same period last year. In
Germany fiber costs were generally flat while fiber expenses at our Celgar mill increased in the current
quarter due to a decrease in the availability of residual wood chips and the resulting increase in whole log

chipping at the mill.

During the fourth quarter of 2008, our raw material inventories decreased to €38.2 million from
€47.0 million at the end of the third quarter of 2008. Our pulp inventories decreased by approximately 33.6%
to €37.9 million in the fourth quarter of 2008 from €57.1 million at the end of the prior quarter as our mills
implemented aggressive sales initiatives to reduce high inventory levels, as well as the effect of a provision
against such inventories in the amount of €4.2 million which we were required to take as a result of

weakening NBSK markets.

For the fourth quarter of 2008, we recorded an operating loss from continuing operations of €21.4
million, compared to income from continuing operations of €22.7 million in the comparative quarter of 2007
primarily due to lower price realizations resulting from deteriorating market conditions and the impact of the

non-cash inventory provisions totaling €11.3 million taken against our finished goods and fiber inventories.

Interest expense in the fourth quarter of 2008 decreased to €16.7 million from €17.3 million in the

comparative quarter of 2007.
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Our 70% owned subsidiary, Stendal, recorded an unrealized loss of €29.7 million on our interest rate
derivatives at the end of the current quarter, compared to an unrealized gain of €1.4 million in the same
quarter of last year in large part due to the significant decrease in long-term European interest rates. We
recorded a foreign exchange loss on our debt of €0.9 million in the fourth quarter of 2008 compared to a gain
of €3.7 million in the same period last year as a result of the strengthening of the US dollar in the current

quarter.

In the fourth quarter of 2008, the minority shareholder's interest in the Stendal loss was €10.0

million, compared to €0.5 million of income in the same quarter of last year.

In the fourth quarter of 2008, we reported an Operating EBITDA loss of €7.5 million compared to
Operating EBITDA of €37.2 million in the fourth quarter of 2007 and €24.0 million in the third quarter of
2008. EBITDA in the current quarter includes a non-cash inventory write-down of €11.3 million. Operating
EBITDA is defined as operating income (loss) from continuing operations plus depreciation and amortization
and non-recurring capital asset impairment charges. Management uses Operating EBITDA as a benchmark
measurement of its own operating results, and as a benchmark relative to its competitors. Management
considers it to be a meaningful supplement to operating income as a performance measure primarily because
depreciation expense and non-recurring capital asset impairment charges are not an actual cash cost, and
depreciation expense varies widely from company to company in a manner that management considers
largely independent of the underlying cost efficiency of their operating facilities. In addition, we believe
Operating EBITDA is commonly used by securities analysts, investors and other interested parties to

evaluate our financial performance.

Operating EBITDA does not reflect the impact of a number of items that affect our net income,
including financing costs and the effect of derivative instruments. Operating EBITDA is not a measure of
financial performance under GAAP, and should not be considered as an alternative to net income or income
from operations as a measure of performance, nor as an alternative to net cash from operating activities as a
measure of liquidity. Operating EBITDA has significant limitations as an analytical tool, and should not be
considered in isolation, or as a substitute for analysis of our results as reported under GAAP. For a
reconciliation of net income to Operating EBITDA, see page 7 of the financial tables included in this press

release.

We reported a net loss from continuing operations for the fourth quarter of 2008 of €59.0 million, or

€1.63 per basic and diluted share, compared to net income from continuing operations of €7.3 million, or
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€0.20 per basic share and €0.18 per diluted share in the fourth quarter of 2007. As at December 31, 2008 and
2007, respectively, we had 36,422,487 and 36,285,027 common shares outstanding.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

Pulp revenues for the year ended December 31, 2008 decreased by 2.1% to €689.3 million from
€704.4 million in the year ended December 31, 2007, primarily due to the challenging market conditions in
the second half of the year and the weakness of the US dollar in much of the first three quarters of 2008. In

2008, revenues from the sale of excess energy increased to €31.0 million from €22.9 million in 2007.

Pulp production increased to 1,424,987 ADMTSs in 2008, from 1,404,673 ADMTs in 2007 as all of
our mills generally performed well and our Stendal and Rosenthal mills marked a record production year.
We took a total of 33 days scheduled maintenance downtime at our mills in each of 2008 and 2007 and

expect to take approximately 27 days in 2009.

Pulp sales volume increased to 1,423,300 ADMTs in 2008 compared to 1,352,590 ADMTSs in 2007.
Average pulp sales realizations decreased by approximately 7.4% to €478 per ADMT in 2008 from €516 per
ADMT in 2007 because of weakening market conditions in the second half of 2008.

Costs and expenses in 2008 increased to €707.0 million from €657.7 million in 2007.

On average, and excluding the effect of the provisions recorded against our fiber inventories, fiber
costs in 2008 were generally flat from 2007. In Germany fiber costs decreased slightly as sustained
production curtailments by large parts of the European board industry lowered demand for fiber throughout
2008 and decreased prices for roundwood offset price increases in wood chips caused by decreasing
sawmilling activity. Fiber costs at our Celgar mill increased in 2008 from the prior year, primarily as a result
of increased whole log chipping and higher freight costs incurred in the delivery of wood chips to the mill.
Overall, in the short-term, we currently expect fiber prices in Germany to remain generally level with 2008
fourth quarter prices. However, possible reductions in harvesting rates by German forest owners in response
to market conditions could lead to an undersupply of roundwood and upward pressure on fiber prices later in
the year. Fiber costs at our Celgar mill are expected to decrease as we move further into 2009 as a result of
lower wood chip prices, improved logistics and decreased costs for whole log chipping as a result of the

recent modernization of our woodroom.
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During 2008, our raw material inventories increased slightly to €38.2 million from €38.0 million at
the end of 2007. Our pulp inventories decreased to €37.9 million in 2008 from €43.1 million at the end of
2007.

For 2008, operating income decreased to €13.3 million from €69.6 million in 2007 primarily due to
lower sales realizations resulting from deteriorating market conditions in the second half of 2008 and

inventory provisions of €11.3 million.

Interest expense in 2008 decreased to €65.8 million from €71.4 million in 2007, primarily due to

lower levels of borrowing.

We recorded an unrealized loss of €25.2 million on our interest rate derivatives at the end of 2008,
primarily due to the significant decrease in long-term European interest rates, compared to a net gain on
derivatives of €20.4 million last year. We recorded a foreign exchange loss on our debt of €4.2 million in
2008 as a result of the strengthening of the US dollar in the latter part of the year, compared to a gain of
€11.0 million in 2007.

In 2008, the minority shareholder's interest in the Stendal loss was €13.1 million, compared to €1.3

million of income last year.

In 2008, Operating EBITDA was €69.1 million compared to €126.2 million in 2007. For a definition
of Operating EBITDA, see page 4 of this press release and for a reconciliation of net income to Operating

EBITDA, see page 7 of the financial tables included in this press release.

We reported a net loss from continuing operations for 2008 of €72.5 million, or €2.00 per basic and
diluted share, as compared to net income from continuing operations of €22.4 million, or €0.62 per basic
share and €0.58 per diluted share in 2007.

Liquidity and Capital Resources
In light of the ongoing distress in financial markets and current economic environment, we are
providing additional information concerning our liquidity and capital resources as well as our long-term debt

commitments.
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The following table is a summary of selected financial information for the periods indicated:

Years Ended December 31,
2008 2007
(in thousands)

Financial Position

Cash and Cash EQUIVAIENES. ..........coviieiiee et ee e enees € 42,452 € 84,848
RESIIICEEA CASN ...ttt ettt e ettt e et e e e e ettt e e e e e e e e e e e e eeeeeebbbeeeeesaas 13,000 33,000
WWOTKING CAPILAL .....evveeeeeieeie ettt ettt e e e neesnee s e nneeneeareen 154,374 168,743
Property, plant and @QUIPIMENT...........oiiiiiiiee et saeeeesneens 881,704 933,258
TOAL ASSEES ...vveeeee ettt ettt e ettt e e e e e ettt e e e e e e e e et e e e e s e et a—r e e e e e ee i —arree e s s i rraaaaas 1,180,230 1,283,517
LONG-term lHabilItIES .......oivv e e 909,478 885,339
ShareholdErs' EQUILY ........eiveeieiiiee ettt sttt enee e nnee e 166,225 276,662

As at December 31, 2008, our cash and cash equivalents were €42.5 million, working capital was

€154.4 million and we had approximately €45.0 million in available undrawn lines of credit.

In February 2009, our 70% owned subsidiary, Zellstoff Stendal GmbH ("Stendal™), successfully
completed an agreement to amend (the "Amending Agreement™) the project loan facility established to build
and operate the Stendal mill (the "Stendal Facility”) to increase its liquidity and financial flexibility in the
current difficult market environment. The Stendal Facility is our only credit facility which currently has
scheduled principal payments. The Amending Agreement revises the repayment schedule of principal payments
due by deferring approximately €164.0 million of principal payments (the "Deferred Amount"), until maturity
on September 30, 2017. The Deferred Amount includes approximately €20.0 million, €26.0 million and €21.0
million of scheduled principal payments in 2009, 2010 and 2011, respectively. The Amending Agreement also
provides for a 100% cash sweep of any excess cash of Stendal which will be used first to prepay the Deferred
Amount and second fund the facility's debt reserve service account. Not included in the cash sweep is a cash
amount of €15.0 million which Stendal is permitted to retain for working capital purposes. As part of the

amendment, we are required to make a capital contribution of €10.0 million to the share capital of Stendal.

In January 2009 we also reached an agreement with the lender under the C$40.0 million working
capital facility established for our Celgar mill (the "Celgar Facility") to extend its maturity from May 19,
2009 to May 19, 2010.

We are currently seeking a debt financing in the amount of C$45.0 million to fund the green-energy

project at our Celgar mill and have commenced preliminary discussions with a number of lenders.
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As at December 31, 2008, we had an aggregate amount of €531.1 million outstanding under the
Stendal Facility and had drawn approximately C$31.0 million under the Celgar Facility. As at December 31,

2008 we had not drawn any amount under the €40.0 million working capital facility for our Rosenthal mill.

During the next twelve months, we will be required to make principal payments totaling €16.5 million

under our Stendal Facility.

Restricted Group

The following table is a summary of selected financial information for the Restricted Group for the
periods indicated:
Years Ended December 31,

2008 2007
(in thousands)

Restricted Group Financial Position

Cash and Cash EQUIVAIENES. .........couiiiiieieee ettt enne e neee s € 26,176 € 59,371
WWOTKING CAPITAL ...ttt sttt ettt ste e e s e naeeneeeaesneeneeaneenneens 101,490 120,486
Property, plant and @QUIPIMENT...........cviiiieieee ettt sreenae e neeas 351,009 385,569
TOUAL ASSEES ...ttt ettt ettt e e e ettt e e e e e e ettt e e e e e ettt e e e e e e ——e—taeee e e e r bt raeeeaaarens 579,777 627,854
LONG-term HaDIlIIES ... .o 324,638 305,158
SharehOldErS' EQUILY ... .eoveeeeeiieee ettt ee et e e aeeneenreenes 210,179 278,582

As at December 31, 2008, our Restricted Group had cash and cash equivalents of €26.2 million,

working capital of €101.5 million and approximately €45.0 million in available undrawn lines of credit.

Earnings Release Call
In conjunction with this release, Mercer International Inc. will host a conference call, which will be
simultaneously broadcast live over the Internet. Management will host the call, which is scheduled for

Thursday, February 12, 2009 at 10:00 AM (Eastern Standard Time). Listeners can access the conference call

live and archived through March 12, 2009, over the Internet at http://investor.shareholder.com/media/
eventdetail.cfm?mediaid=35514&c=MERC&mediakey=6840E432D363FCCF7B6B2DAAE3044B6B&e=0

or through a link on the Company's News/Financial page at http://www.mercerint.com/s/NewsReleases.asp.
Please allow 15 minutes prior to the call to visit the site and download and install any necessary audio
software. A replay of this call will be available approximately two hours after the live call ends until
February 19, 2009 at 11:59 PM (Eastern Standard Time). The replay number is (800) 642-1687 for domestic
callers or (706) 645-9291 for international callers, and the passcode is 84881863.

Mercer International Inc. is a global pulp manufacturing company. To obtain further information on

the company, please visit its web site at http://www.mercerint.com.
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The preceding includes forward looking statements which involve known and unknown risks and
uncertainties which may cause our actual results in future periods to differ materially from forecasted
results. Among those factors which could cause actual results to differ materially are the following: the
effects of the current economic and financial turmoil, the highly cyclical nature of our business, raw material
costs, our level of indebtedness, competition, foreign exchange and interest rate fluctuations, our use of
derivatives, expenditures for capital projects, environmental regulation and compliance, disruptions to our

production, market conditions and other risk factors listed from time to time in our SEC reports.

APPROVED BY: FD

Investors: Eric Boyriven, Alexandra Tramont
Jimmy S.H. Lee Media: Jordana Miller
Chairman & President (212) 850-5600

(604) 684-1099

David M. Gandossi
Executive Vice-President &
Chief Financial Officer
(604) 684-1099

-FINANCIAL TABLES FOLLOW-



MERCER INTERNATIONAL INC.

CONSOLIDATED BALANCE SHEETS
(In thousands of Euros)

December 31,

2008 2007
ASSETS
Current assets
Cash and cash eqUIVAIENTS...........ceeiiiiiiie e € 42,452 € 84,848
Cash, TESHICLEA ......cveeieeeitie et 13,000 -
RECEIVADIES ...t 100,158 89,890
Note receivable, CUrTent POrtion ...........cceeveirieeiiiee e 642 5,896
INVENTOTTES. ...ttt 98,457 103,610
Prepaid expenses and Other ...........coiiiiiiiiiiiie e 4,192 6,015
TOtAl CUMTENE ASSELS......viieeieeiieiee e 258,901 290,259
Long-term assets
Cash, TESIICTEA .....eveeieeiieieeee e - 33,000
Property, plant and eqQUIPMENT............cociiiiiiii e 881,704 933,258
INVESTMENTS ... 419 96
Deferred note issuance and Other COSES ...........cvvvireirieiiiiiieciesesee s 4,011 5,303
Deferred INCOME TX.....c.viirerieeiieiitie sttt 31,666 17,624
Note receivable, 1€SS CUITENt POITION.........ccuviiiieiiiiie e 3,529 3,977
921,329 993,258
Total assets € 1,180,230 € 1283517
LIABILITIES
Current liabilities
Accounts payable and accrued eXPENSES........cueevveriieiirieee e eee e € 87,517 € 87,000
Pension and other post-retirement benefit obligations, current portion......... 510 493
Debt, CUITENT POITION.....cc.eiiiiiie et 16,500 34,023
Total current Habilities..........oooiriiii e 104,527 121,516
Long-term liabilities
Debt, 18SS CUMTeNt POITION ........ooiiiiiiiieiiie e 803,796 815,832
Unrealized interest rate derivative 10SSeS ..........cccvvviviiniinienesece e 47,112 21,885
Pension and other post-retirement benefit obligations.............cc.ccccoeiiie 12,846 19,983
Capital 1eases and Other..........cccoiiiiiiiii e 11,267 8,999
Deferred INCOME TX.....cc.viieerieeiieiriee sttt 34,457 18,640
909,478 885,339
Total HabilItIES ....veieeeeeeccc s 1,014,005 1,006,855
SHAREHOLDERS' EQUITY
Share Capital....... .o 202,844 202,844
Paid-in CaPItal .........cueiiiiiii s 299 134
Retained (defiCit) €arNiNgS.........covueiiiiiiie i (35,046) 37,419
Accumulated other comprehensive (10SS) INCOME.........ccoevueriiiriiieniiiennen, (1,872) 36,265
Total shareholders' EQUILY ........coouieiiiiiie e 166,225 276,662
Total liabilities and shareholders' eqUItY..........cccoeieiiiiiiiiiiic e € 1,180,230 € 1283517

(1)



MERCER INTERNATIONAL INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands of Euros, except per share data)

Three Months Ended Year Ended
December 31, December 31,
2008 2007 2008 2007
Revenues
PUID FEVENUES ...ttt € 161,031 € 167,146 € 689,320 € 704,391
ENErgy FEVENUES ......ooiiiiiieiiiie ettt 10,965 6,242 30,971 22,904
171,996 173,388 720,291 727,295
Costs and expenses
OPEIatiNG COSES....eeuveeiieieitiee ittt et e et e st et 179,822 131,745 626,933 575,238
Operating depreciation and amortization ............cccoccceevveennnen. 13,816 14,397 55,484 56,400
(21,642) 27,246 37,874 95,657
Selling, general and administrative eXpenses...........cccevveerunes. 5,355 8,414 30,158 30,714
(Sale) purchase of emission alloWancCes..........c..cceevveeiieerneenns (5,613) (3.877) (5,613) (4,643)
Operating income from continuing operations...........cccocceeevveenenes. (21,384) 22,709 13,329 69,586
Other income (expense)
INTEIESt EXPENSE .. .ee ettt ettt (16,699) (17,292) (65,756) (71,400)
Investment iNCOME (10SS) ......covveeiieeiiie e (874) 667 (1,174) 4,453
Foreign exchange gain (1oss) on debt ...........ccccceeviiiieniinnns (943) 3,729 (4,234) 10,958
Realized gain on derivative inStruments...........c.ccocceevveerneens - - - 6,820
Unrealized gain (loss) on derivative instruments..................... (29,743) 1,381 (25,228) 13,537
Total other iINCOME (EXPENSE)....cuviriveeriieiiieiiee e (48,259) (11,515) (96,392) (35,632)
Income (loss) before income taxes and minority interest
from continuing OPerations ............cceveerieiiiees e (69,643) 11,194 (83,063) 33,954
Income tax benefit (provision) — CUrrent...........cccoooeeveeneeiineen (433) (1,293) (501) (2,170)
—deferred.......ccoovvveiiiiiiiiec 1,006 (2,185) (1,976) (8,144)
Income (loss) before minority interest from continuing
OPEIALIONS. ..ttt ettt snae s (69,070) 7,716 (85,540) 23,640
MINOFIEY INTEIEST......eeiieiie e 10,038 (466) 13,075 (1,251)
Net income (loss) from continuing operations...........ccccceeveeerneenne (59,032) 7,250 (72,465) 22,389
Net loss from discontinued Operations...........cccocceeveeeieeeiieniienns - (12) - (210)
NEE INCOME (10SS) ..veuvvevveiiiiiiie ettt € (59,032) € 7238 € (72,465) € 22179
Retained earnings (deficit), beginning of period...........c..ccccevene 23,986 30,181 37,419 15,240
Retained earnings (deficit), end of period..........ccccccvvvviniinnnnnnnn. € (35,046) € 37419 € (35,046) € 37419
Net income (loss) from continuing operations per share:
BASIC ..ottt €  (1.63) € 0.20 € (200 € 0.62
DIHULEA ... €  (1.63) € 0.18 € (200 € 0.58
Net income (loss) per share:
BASIC ..ottt €  (1.63) € 0.20 € (200 € 0.61
DIHULEA ... €  (1.63) € 0.18 € (200 € 0.58

()



MERCER INTERNATIONAL INC.

RESTRICTED GROUP SUPPLEMENTAL DISCLOSURE
Combined Condensed Balance Sheet

(In thousands of Euros)

The terms of the indenture governing our 9.25% senior unsecured notes require that we provide
the results of operations and financial condition of Mercer International Inc. and our restricted
subsidiaries under the indenture, collectively referred to as the "Restricted Group”. As at and
during the three months and year ended December 31, 2008 and 2007, the Restricted Group was
comprised of Mercer International Inc., certain holding subsidiaries and our Rosenthal and

Celgar mills. The Restricted Group excludes the Stendal mill.

ASSETS

Current
Cash and cash equivalents............ccccoceiiiiniiniinnnnns
Cash, restricted.........ccocoeiiiiiiiiciee e
ReceivabIes ........coouviiiii e,
Note receivable, current portion ............cccceceevieennnns,
INVENEOIES ...t
Prepaid expenses and other ...........ccccccovveeiieiieeennns,

Total CUMTENt ASSELS.......eeiveieiee et

Deferred iNCOME TaX .......cccvvrverririeniesie e,
Due from unrestricted group.........cceeveveerieeiieenieeennen,
Note receivable, less current portion ...........ccceeveeeenenenn,
TOtal @SSELS ..o.vveveeceee st

LIABILITIES
Current
Accounts payable and accrued expenses....................
Pension and other post-retirement benefit
obligations, current portion ..........c.ccocceeveeiennns,
Debt, current portion...........coccceeveniiniiee i,
Total current labilities..........cooeviiiiiiiii e
Debt, less current portion...........ccocceeveeiennieienieennen,
Due to restricted group ......cceevveereeerveeniee e,
Unrealized derivative 10SS...........coovrviriininieenieieenn,
Pension and other post-retirement benefit obligations....
Capital leases and Other ..........cocoeviiininiienie s,
Deferred iNCOME TaX .......ocververiirieiie e,
Total lHabilitieS .......coovveiiiiiei e

SHAREHOLDERS' EQUITY
Total shareholders' equity (deficit).........cccoeoeriiienennn,
Total liabilities and shareholders' equity...........ccccccuen,

December 31, 2008

Restricted Unrestricted Consolidated
Group Subsidiaries  Eliminations Group
€ 26,176 16,276 € - € 42,452

- 13,000 - 13,000

57,258 42,900 - 100,158
642 - - 642
59,801 38,656 - 98,457
2,573 1,619 - 4,192
146,450 112,451 - 258,901
351,009 530,695 - 881,704
4,425 5 - 4,430
18,439 13,227 - 31,666
55,925 - (55,925) -
3,529 - - 3,529

€ 579,777 656,378 € (55,925) € 1,180,230
€ 44,450 43,067 € - € 87,517
510 - - 510

- 16,500 - 16,500

44,960 59,567 - 104,527
289,222 514,574 - 803,796

- 55,925 (55,925) -

- 47,112 - 47,112

12,846 - - 12,846
7,167 4,100 - 11,267
15,403 19,054 - 34,457
369,598 700,332 (55,925) 1,014,005
210,179 (43,954) - 166,225
€ 579,777 656,378 € (55,925) € 1,180,230

3)



MERCER INTERNATIONAL INC.

RESTRICTED GROUP SUPPLEMENTAL DISCLOSURE

Combined Condensed Balance Sheet

ASSETS
Current

Cash and cash equivalents............ccccocceeenunenne.
Receivables ........cccooevieiiiiii
Note receivable, current portion....................
INVENTOIIES ...
Prepaid expenses and other ..............cccoceennee
Total current assetS.........ccoovveveereeiieiee e
Cash, restricted........cccooveveerieiieiee e
Property, plant and equipment.......................
OtNEr ...
Deferred iNCOME taX .......cccovvereereeieeninnenn
Due from unrestricted group .........cccceeveeenee
Note receivable, less current portion .............
Total @SSELS ..o.vveievivieirecr

LIABILITIES
Current

Accounts payable and accrued expenses.........

Pension and other post-retirement benefit

obligations, current portion............cccccceveene
Debt, current portion..........cccccceveeiiieiiiineen
Total current liabilities............ccoooveiieiiiiinnnn,
Debt, less current portion ...........ccccocceeeieene
Due to restricted group.........ccoeeveveerieenieennn
Unrealized derivative 10SS ...........cccoovevvenennn

Pension and other post-retirement benefit

ObligationS.......ccoueeiii
Capital leases and other..........cccooeeeveeniens
Deferred iNCOME taX.........cceveverrieeniieeniieeenen
Total liabilities ......c.ooooeiiiiis

SHAREHOLDERS' EQUITY

Total shareholders' equity (deficit)....................
Total liabilities and shareholders' equity.............

(In thousands of Euros)

December 31, 2007

Restricted Unrestricted Consolidated
Group Subsidiaries Eliminations Group
59,371 € 25,477 - € 84,848
37,482 52,408 - 89,890
589 5,307 - 5,896
63,444 40,166 - 103,610
3,714 2,301 - 6,015
164,600 125,659 - 290,259
- 33,000 - 33,000
385,569 547,689 - 933,258
5,399 - - 5,399
10,852 6,772 - 17,624
57,457 - (57,457) -
3,977 - - 3,977
627,854 € 713,120 (57,457) € 1,283517
43,621 € 43,379 - € 87,000
493 - - 493
- 34,023 - 34,023
44,114 77,402 - 121,516
273,589 542,243 - 815,832
- 57,457 (57,457) -
- 21,885 - 21,885
19,983 - - 19,983
7,033 1,966 - 8,999
4,553 14,087 - 18,640
349,272 715,040 (57,457) 1,006,855
278,582 (1,920) - 276,662
627,854 € 713,120 (57,457) € 1,283517
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MERCER INTERNATIONAL INC.
RESTRICTED GROUP SUPPLEMENTAL DISCLOSURE

Combined Condensed Statements of Operations
(In thousands of Euros)

Three Months Ended December 31, 2008

Restricted Unrestricted Consolidated
Group Subsidiaries  Eliminations Group
REVENUES ..ottt aaans € 103,692 € 68,304 € - € 171,996
OPErating COSES ....vevviiviiireiierieeeeseesteseee et esee e sreeneesneeenes 107,615 72,207 - 179,822
Operating depreciation and amortization...............c.ccoeeveeenens 7,061 6,755 - 13,816
Selling, general and administrative eXpenses...........cccocvevverens 2,212 3,143 - 5,355
(Sale) purchase of emission allowances ..............ccceevevevriennen. (433) (5,180) - (5,613)
116,455 76,925 - 193,380
Operating income (loss) from continuing operations.......... (12,763) (8,621) - (21,384)
Other income (expense)
INEETESt EXPENSE «...vevveieeiie st ieeiee ettt ee st (7,258) (10,917) 1,476 (16,699)
Investment iNCOME (10SS).......covvevereereaienieeee e 1,862 (1,260) (1,476) (874)
Foreign exchange gain (loss) on debt..........ccocovviiieniennn, (933) (120) - (943)
Derivative financial inStruments ...........ccoccoevenenencnenennen, - (29,743) - (29,743)
Total other iNCOME (EXPENSE)......vvrvverererierereiesieenieeseee e, (6,329) (41,930) - (48,259)
Income (loss) before income taxes and
minority interest from continuing operations ................... (19,092) (50,551) - (69,643)
Income tax benefit (Provision)...........cccoeeveviieniiie e (5,444) 6,017 - 573
Income (loss) before minority interest from
CONEINUING OPEIAtiONS .......ovvivieriiereeeie e eeee e eeneeas (24,536) (44,534) - (69,070)
MINOFILY INTETESE ... evviieiiecee e - 10,038 - 10,038
NEt INCOME (10SS) vvvvvveeereiieeieeie e €  (24536) € (34,496) € - € (59,032)
Three Months Ended December 31, 2007
Restricted Unrestricted Consolidated
Group Subsidiaries  Eliminations Group
REVENUES ..ot e € 92,985 € 80,403 € - £ 173,388
OPErating COSES ....vevveivieirerierieeeesieesteseee e sreesee e sreenee e e 74,048 57,697 - 131,745
Operating depreciation and amortization...............c.ccoeeveenens 7,581 6,816 - 14,397
Selling, general and administrative eXpenses...........cccoevevenens 5,335 3,079 - 8,414
(Sale) purchase of emission allowances ...........c..cccoeverevriennes, (1,298) (2,579) - (3,877)
85,666 65,013 - 150,679
Operating income (loss) from continuing operations.......... 7,319 15,390 - 22,709
Other income (expense)
INETESt EXPENSE ...ttt (7,058) (11,181) 947 (17,292)
Investment iNCOME (10SS).......ccvveveriereeienieeie e ie e 1,542 72 (947) 667
Foreign exchange gain (loss) on debt.........cccocovviieniennn, 3,821 (92) - 3,729
Derivative financial instruments, Net............coovvveeeeiveciiieneens. - 1,381 - 1,381
Total other iNCOMe (EXPENSE)......vvrvvirererierireesieeiiereeeie e, (1,695) (9,820) - (11,515)
Income (loss) before income taxes and
minority interest from continuing operations ................... 5,624 5,570 - 11,194
Income tax benefit (provision) (1,495) (1,983) - (3.478)
Income before minority interest from continuing
OPETATIONS ...t e et ee e 4,129 3,587 - 7,716
MINOFILY INTETESE ... evviieiiecee e - (466) - (466)
Net income (loss) from continuing operations ................... 4,129 3,121 - 7,250
Net income (loss) from discontinued operations................. (12) - - (12)
NEL INCOME ... e € 4,117 € 3,121 € - £ 7,238
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MERCER INTERNATIONAL INC.

RESTRICTED GROUP SUPPLEMENTAL DISCLOSURE
Combined Condensed Statements of Operations

(In thousands of Euros)

Year Ended December 31, 2008

Restricted  Unrestricted Consolidated
Group Subsidiaries  Eliminations Group
REVENUES ...t € 413088 € 307,203 € - € 720,291
OPErating COSES ....eevveierieearieseeeesee e sie et e e e see e seeeeree e 369,923 257,010 - 626,933
Operating depreciation and amortization...............c.ccoceeeeenne. 28,589 26,895 - 55,484
Selling, general and administrative eXpenses...........ccoocvevererene. 17,406 12,752 - 30,158
(Sale) purchase of emission allowances ............c.ccoeeverereeneenne. (433) (5,180) - (5,613)
Operating income from continuing operations................... (2,397) 15,726 - 13,329
Other income (expense)
INEEIESt EXPENSE ..ot ee sttt (27,027) (43,117) 4,388 (65,756)
Investment iNCOME (10SS).......cvvrverreiesieie e 6,834 (3,620) (4,388) (1,174)
Derivative financial instruments ..........c.cccoooevoviienieieieene - (25,228) - (25,228)
Foreign exchange gain ondebt ............ccoovviiviiieiciicie (4,114) (120) - (4,234)
Total other iNCOME (EXPENSE).......vrvveeeirierireeenieeeeerieanee e (24,307) (72,085) - (96,392)
Income (loss) before income taxes and
minority interest from continuing operations ..................... (26,704) (56,359) - (83,063)
Income tax benefit (Provision)..........cccovevviiierinie s (3,728) 1,251 - (2,477)
Income (loss) before minority interest from continuing
OPETATIONS ...ttt ettt (30,432) (55,108) - (85,540)
Minority interest - 13,075 - 13,075
Net income (loss) from continuing operations ..................... (30,432) (42,033) - (72,465)
NEt INCOME (10SS) vvvvevieeeiriesieeie e ree e ee e ee e € (30432) € (42,033) &£ - € (72,465)
Year Ended December 31, 2007
Restricted  Unrestricted Consolidated
Group Subsidiaries  Eliminations Group
REVENUES ...t € 410,369 € 316926 € - £ 727,295
OPErating COSES ....eevviiereeririesieeeesiee e et see e see e seeeenee s 328,954 246,284 - 575,238
Operating depreciation and amortization................cccovreeenne. 28,661 27,739 - 56,400
Selling, general and administrative eXpenses...........cc.ocvevereeene 17,650 13,064 - 30,714
(Sale) purchase of emission allowances ............ccccoeeverereenenne (1,566) (3.,077) - (4,643)
Operating income from continuing operations................... 36,670 32,916 - 69,586
Other income (expense)
Interest iNCOME (EXPENSE) ....vvvveerverireiearienieeeeerieseee e e seeenes (28,472) (46,653) 3,725 (71,400)
INVESEMENE INCOME ...t e 5,303 2,875 (3,725) 4,453
Derivative financial instruments, Net...........coovevveeeiveiiiieeeeeenn, - 20,357 - 20,357
Foreign exchange gain ondebt ............ccoovviiiiieiciiciee 10,629 329 - 10,958
Total other iNCOME (EXPENSE)......vvvvveeeerierieeiesieeeeerieanee e (12,540) (23,092) - (35,632)
Income (loss) before income taxes and
minority interest from continuing operations ..................... 24,130 9,824 - 33,954
Income tax benefit (Provision)..........ccccovevviieninie i (6,428) (3,886) - (10,314)
Income (loss) before minority interest from continuing
OPETATIONS ...ttt ettt 17,702 5,938 - 23,640
Minority interest - (1,251) - (1,251)
Net income (loss) from continuing operations ..................... 17,702 4,687 - 22,389
Net income (loss) from discontinued operations.................. (210) - - (210)
NEt INCOME (10SS) vvvvevieieerierieeie e ree et ee e ee e € 17492 £ 4,687 £ - £ 22,179




MERCER INTERNATIONAL INC.

COMPUTATION OF OPERATING EBITDA
(Unaudited)
(In thousands of Euros)

Three Months Ended Year Ended
December 31, December 31,

2008 2007 2008 2007
Net income (loss) from continuing operations..............c......... € (59,032) £ 7,250 € (72,465) € 22,389
MINOFIEY INTEIEST......eeiieiee et (10,038) 466 (13,075) 1,251
Income taxes (DENEFItS).......cooeviiiiiiiii e (573) 3,478 2,477 10,314
INEErESt EXPENSE. .. .eiieiiiieee ettt 16,699 17,292 65,756 71,400
Investment (INCOME) 10SS ......ueviiiiriiieiiee e 874 (667) 1,174 (4,453)
Unrealized foreign exchange (gain) loss on debt..................... 943 (3,729) 4,234 (10,958)
Derivative financial instruments, Net...........c.cccoeeeveenieiieennens 29,743 (1,381) 25,228 (20,357)
Operating income from continuing operations.............c..c.c..... (21,384) 22,709 13,329 69,586
Add: Depreciation and amortization.............cccoceeevieerieeennnnn. 13,883 14,461 55,762 56,658
Operating EBITDA® ..o € (7501 € 37170 € 69,091 € 126,244

(1)  Operating EBITDA does not reflect the impact of a number of items that affect our net income (loss), including financing costs and the
effect of derivative instruments. Operating EBITDA is not a measure of financial performance under accounting principles generally
accepted in the United States, and should not be considered as an alternative to net income (loss) or income (loss) from operations as a
measure of performance, nor as an alternative to net cash from operating activities as a measure of liquidity. Operating EBITDA has
significant limitations as an analytical tool, and should not be considered in isolation, or as a substitute for analysis of our results as
reported under GAAP.

COMPUTATION OF RESTRICTED GROUP OPERATING EBITDA
(Unaudited)
(In thousands of Euros)

Three Months Ended Year Ended
December 31, December 31,

2008 2007 2008 2007
Restricted Group
Net income (loss) from continuing operations(l) ..................... € (24,536) € 4129 € (30432) £ 17,702
Income taxes (DENEFItS).......cooeviiiiiiiiii e 5,444 1,495 3,728 6,428
INTErest EXPENSE.....vviiiiiiiiiiiiiir 7,258 7,058 27,027 28,472
Investment (INCOME) 10SS........coiviriiriiiie e (1,862) (1,542) (6,834) (5,303)
Unrealized foreign exchange (gain) loss on debt..................... 933 (3,821) 4,114 (10,629)
Operating income (loss) from continuing operations .............. (12,763) 7,319 (2,397) 36,670
Add: Depreciation and amortization............ccccceevvereeiennenn 7,128 7,648 28,867 28,919
Operating EBITDA® .........ccoovveiveeiereeieeeieees e, € (5635 £ 14967 € 26470 £ 65589

(1)  For the Restricted Group, net income (loss) from continuing operations and net income (loss) are the same in 2008 only.

(2)  Operating EBITDA does not reflect the impact of a number of items that affect our net income (loss), including financing costs and the
effect of derivative instruments. Operating EBITDA is not a measure of financial performance under accounting principles generally
accepted in the United States, and should not be considered as an alternative to net income (loss) or income (loss) from operations as a
measure of performance, nor as an alternative to net cash from operating activities as a measure of liquidity. Operating EBITDA has
significant limitations as an analytical tool, and should not be considered in isolation, or as a substitute for analysis of our results as
reported under GAAP.
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