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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED JUNE 30, 2008
(Unaudited)
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In thousands of Euros)

June 30, December 31
2008 2007
ASSETS
Current assel
Cash and cash equivalel € 83,29¢ € 84,84¢
Receivable: 98,18! 89,89(
Note receivable, current portic 557 5,89¢
Inventories (Note 4 106,36( 103,61(
Prepaid expenses and ot 6,48¢E 6,01
Total current asse 294,87¢ 290,25¢
Long-term asset
Cash, restricte 33,00( 33,00¢(
Property, plant and equipme 897,37 933,25¢
Investment: 77€ 96
Deferred note issuance and other c 4,64( 5,30:
Deferred income ta 12,20: 17,62«
Note receivable, less current porti 3,40¢ 3,971
951,40! 993,25t
Total asset €1,246,28 €1,283,51
LIABILITIES
Current liabilities
Accounts payable and accrued expe! € 89,91« € 87,00(
Pension and other pr-retirement benefit obligations, current port 43¢ 49¢
Debt, current portiol 35,04: 34,02:
Total current liabilities 125,39 121,51¢
Long-term liabilities
Debt, less current portic 786,98t 815,83
Unrealized interest rate derivative los 9,15t 21,88t
Pension and other prretirement benefit obligations (Note 17,45( 19,98t
Capital leases and oth 11,53¢ 8,99¢
Deferred income ta 22,36 18,64(
847,48¢ 885,33
Total liabilities 972,88. 1,006,85!
SHAREHOLDERS’ EQUITY
Share capital (Note * 203,60( 202,84«
Additional paic-in capital 44k 134
Retained earning 41,15¢ 37,41¢
Accumulated other comprehensive inco 28,19¢ 36,26¢
Total shareholde’ equity 273,39¢ 276,66:
Total liabilities and sharehold¢ equity €1,246,28. €1,283,51

The accompanying notes are an integral part ofetigterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands of Euros, except per share data)

Revenue!

Costs and expens
Operating cost
Operating depreciation and amortizat

Selling, general and administrative exper
(Sale) purchase of emission allowan

Operating income from continuing operatic

Other income (expens
Interest expens
Investment incom
Foreign exchange gain on d¢
Realized gain on derivative instruments (Nott
Unrealized gain on derivative instruments (Not
Total other income (expens
Income before income taxes and minority interesinficontinuing
operations
Income tax benefit (provisior- current
— deferred
Income before minority interest from continuing oéns
Minority interest
Net income from continuing operatio
Net loss from discontinued operatic
Net income

Retained earnings, beginning of per
Retained earnings, end of peri

Net income from continuing operations per sharetéN):
Basic and dilute:

Net income per shar
Basic and dilutes

Three Months Ended

Six Months Ended

June 30,

2008 2007
€349,68¢ €346,13¢
282,34 278,30:
27,63t 27,71¢
39,70¢ 40,11
14,84¢ 15,45¢
— (766
24,85¢ 25,42(
(32,639 (37,709
1,731 3,19¢
6,26¢ 2,60:
— 6,82(
12,73( 17,852
(11,909 (7,239
12,95¢ 18,18!
163 (739
(9,126) (12,979)
3,99: 4,47¢
(259 (43
3,74( 4,43:
— (18¢)
3,74(C 4,24
__37,41¢ _ 15,24
€ 41,15¢ € 19,48
€ 0.1C € 0.12
€ 0.1C € 0.12

The accompanying notes are an integral part oféhiaterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE (L OSS) INCOME

(Unaudited)
(In thousands of Euros)

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Net income € 871 € 3,15¢ € 3,74( € 4,24*
Other comprehensive inconr

Foreign currency translation adjustm 2,05¢ 16,35( (8,04¢) 18,25¢

Unrealized (losses) gains on securities arisingnduthe perioc 3 85 (22 87

Other comprehensive (loss) incol 2,05¢ 16,43¢ (8,070 18,34:
Total comprehensive (loss) incor € 2,93( €19,59¢ € (4,33( €22,58t¢

The accompanying notes are an integral part oféhiaterim consolidated financial statements.
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MERCER INTERNATIONAL INC.

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands of Euros)

Three Months Ended

June 30,
2008 2007
Cash flows from (used in) operating activiti
Net income € 871 € 3,15¢
Adjustments to reconcile net income to cash floresnfoperating
activities
Unrealized gains on derivativ (20,580 (18,100
Unrealized foreign exchange gain on d (23¢) (1,349
Loss (gain) on sale of assi 64 69
Operating depreciation and amortizat 13,51« 13,99(
Non-operating amortizatio 70 65
Minority interest 3,43¢ 1,091
Deferred income taxe 7,92z 9,52(
Stock compensation exper 207 (37
Pension and other pr-retirement expens 491 50¢€
Pension and other pr-retirement benefit fundin (67€) (443)
Other (427) 64€
Changes in current assets and liabili
Receivable: (6,84%) (4,989
Inventories (8,389 (9,720
Accounts payable and accrued expet 17,18 8,95¢
Other (7996 147
Net cash from (used in) operating activit 5,80¢ 3,51
Cash flows from (used in) investing activitis
Purchase of property, plant and equiprn (4,859 (4,512
Proceeds on sale of property, plant and equipi 653 417
Cash restricte: — —
Notes receivabl 5,30: 4,46:
Net cash from (used in) investing activit 1,097 36€
Cash flows from (used in) financing activitit
Repayment of notes payable and ¢ — (1,237
Repayment of capital lease obligatic (1949 (2,399
Decrease in construction costs pay: — 907
Proceeds from borrowings of notes payable and 8,431 —
Issuance of common shal — 59
Net cash from (used in) financing activit| 8,231 (1,65%)
Effect of exchange rate changes on cash and casaénts (1,579 1,20¢
Net decrease in cash and cash equiva 13,56( 3,42¢
Cash and cash equivalents, beginning of pe®) 69,73¢ 45,45¢
Cash and cash equivalents, end of pe@ € 83,29t € 48,88

(1) Includes amounts related to discontinued operatidn8008— € nil (2007 — € 437)
(2) Includes amounts related to discontinued operatidn8008— € nil (2007 — € 582)

Six Months Ended

June 30,

2008 2007
€ 3,74( € 4,24
(12,730 (17,852)
(6,269) (2,609)
(95€) (23)
27,63¢ 27,71¢
141 12¢
258 43
9,12¢ 12,97:
35E 19€
1,00¢ 95E
(1,125) (839
(486€) 947
(10,679 (26,727
(7,687%) (29,670)
5,801 15,12¢
1,301 1,28(
9,42¢ (14,08¢)
(7,861) (10,537
1,61: 527
— 12,00(
5,30: 4,731
(945) 6,721
(16,897) (13,459
(832) (2,576
8,431 —
— 30t
(9,297 (15,729
(745 2,171
(1,559 (20,920
84,84¢ 69,80¢
€ 83,29t € 48,88¢

The accompanying notes are an integral part oféhiaterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS (cont inued)

(Unaudited)
(In thousands of Euros)

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Supplemental disclosure of cash flow informati
Cash paid (received) during the period
Interest €4,28( €7,23( €30, 76¢ €17,62¢
Income taxe: (332) — (31¢) 61¢
Supplemental schedule of r-cash investing and financing activitit
Acquisition of production and other equipment uncizpital lease
obligations € 977 € 19€ € 3,69¢ € 2,21¢
Common shares issued in satisfaction of floatirig nate — — — 6,72¢

The accompanying notes are an integral part ofetigterim consolidated financial statements.
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. Basis of Presentation

The interim consolidated financial statements doetd herein include the accounts of Mercer Intéomat Inc. (“Mercer Inc.”) and its wholly-
owned and majority-owned subsidiaries (collectiyéhe “Company”). The Company’s shares of commonlkstre quoted and listed for
trading on the NASDAQ Global Market and the Toro8tock Exchange, respectively.

The interim consolidated financial statements Haaen prepared by the Company pursuant to the anlgsegulations of the U.S. Securities
and Exchange Commission (the “SEC”). The year-amsalidated balance sheet data was derived frorteguithancial statements. The
footnote disclosure included herein has been peepiaraccordance with accounting principles geheealcepted for interim financial
statements in the United States. The interim catai@ld financial statements should be read togetitarthe audited consolidated financial
statements and accompanying notes included in dimep@ny’s latest annual report on Form 10-K forftkeal year ended December 31, 2007.
In the opinion of the Company, the unaudited imteconsolidated financial statements contained hereitain all adjustments necessary to
fairly present the results of the interim periodslided. The results for the periods included meneay not be indicative of the results for the
entire year.

The Company has three operating pulp mills thabggregated into one reportable business segmaritetrpulp. Accordingly the results
presented are those of the reportable businessesg¢gm

Certain prior year amounts in the unaudited intaramsolidated financial statements have been rgfidto conform to the current year
presentation.

New Accounting Standart

In February 2007, the Financial Accounting Standd&dard (“FASB”) issued Statement of Financial Aacting Standards No. 15%he Fair
Value Option for Financial Assets and Financial hilities (“FAS 159”). FAS 159 permits entities to chooserteasure many financial
instruments and certain other items at fair val&S 159 is intended to improve financial reportngmitigating volatility in reported earnings
caused by measuring related assets and liabititfeesently without having to apply complex hedgeaunting provisions. The Company
adopted FAS 159 effective January 1, 2008, the anplwhich was not material.

FORM 10-Q
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. Basis of Presentation (cont’d)

In March 2008, the FASB issued Statement of Firenstcounting Standards No. 1@isclosures about Derivative Instruments and Hedgin
Activities(“FAS 161"). FAS 161 requires enhanced disclosatesut how and why companies use derivatives, howate&e instruments and
related hedged items are accounted for and howataré instruments and related hedged items affectmpany’s financial position, financial
performance and cash flows. The provisions of FAS dre effective for financial statements issuedifzal years and interim periods
beginning after November 15, 2008, with early atwpencouraged. Consequently, FAS 161 will be ¢iffedor the Company’s quarter ended
March 31, 2009. The Company is in the process t#rdening the impact, if any, the adoption of FAGLIwill have on its financial statement
disclosures.

In May 2008, the FASB issued Statement of Finand@ounting Standards No. 16Rhe Hierarchy of Generally Accepted Accounting
Principles(“FAS 162"). FAS 162 defines the sources of accmgnprinciples and the framework for selecting phimciples used in the
preparation of financial statements that are piteskim conformity with generally accepted accoupiminciples in the United States. The
provisions of FAS 162 are effective 60 days follogithe SEC’s approval of the Public Company Accimgn®versight Board amendment to
AU Section 411The Meaning of Present Fairly in Conformity Withr@eally Accepted Accounting Principle$he Company is in the process
of determining the impact, if any, the adoptiorF&fS 162 will have on its financial statements aistldsures.

In May 2008, the FASB issued FASB Staff PositiorBARI-1Accounting for Convertible Debt Instruments ThatyMBe Settled in Cash upon
Conversion (Including Partial SettlemeftfFSP 14-1"). FSP 14-1 states that convertible defttuments that are within its scope are required
to be separated into both a debt component andutyeomponent. In addition, any debt discouribibe accreted to interest expense over the
expected life of the debt. The provisions of FSPLBte effective for financial statements issuadifzal years beginning after December 15,
2008, and implementation is generally requiredeodirospective. Early adoption is not permittelsde Tompany is in the process of
determining the impact, if any, the adoption of FSIPL will have on its financial statements ancldisures.
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 2. Stock-Based Compensation

The Company has a napalified stock option plan which provides for apts to be granted to officers and employees toisegumaximum c
3,600,000 common shares including options for 1D ghares to directors who are not officers or eyg®#s. During 2004, the Company
adopted a stock incentive plan which provides faifoms, stock appreciation rights and restricteatred to be awarded to employees and oL
directors to a maximum of 1,000,000 common shdbasng the first quarter of 2008, the Company innpémted a new form of stock-based
compensation called performance stock under itstiegi 2004 stock incentive plan.

Stock Options

Following is a summary of the status of optionsstartding at June 30, 2008:

Qutstanding Options Exercisable Options
Weighted
Average Weighted Weighted
Exercise Remaining Average Average
Price Range Number Contractual Life Exercise price Number Exercise Price
0(In U.S. Dollars) (Years) (In U.S. Dollars) (In U.S. Dollars)
$5.65 - 6.375 830,00( 2.0C $6.2¢ 830,00( $6.2¢
7.30 30,00( 7.0C 7.3C 30,00( 7.3C
7.92 68,33¢ 7.2 7.92 68,33« 7.92

During the three and six month periods ended JOn2@18, no options were exercised, cancelled piredt.

During the six month period ended June 30, 200 Q®@Doptions were exercised at an exercise prid® &75 and 26,666 options were
exercised at an exercise price of $7.92 for casbgads of $402,435. 5,000 options were cancellédgithe period. The average intrinsic
value of the options exercised was $4.58 per option

FORM 10-Q
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 2. Stock-Based Compensation (continued)

Restricted Stoc

The fair value of restricted stock is determineddzhupon the number of shares granted and thedjpdte of the Compang’stock on the da
of grant. Restricted stock generally vests overyaars. Expense is recognized on a straight-liséstmver the vesting period. Expense
recognized for the three and six months ended 30n2008 was € 52 and € 101, respectively (2007 68 &nd € 143).

As at June 30, 2008, the total remaining unrecagh@mpensation cost related to restricted stoauated to approximately £14, which will
be amortized over their remaining vesting period.

During the three and six month periods ended JOn@@08, 21,000 (2007 — nil) restricted stock awaveére granted to independent directors
and officers of the Company and nil restricted stawards were cancelled.

As at June 30, 2008, the total number of restristedk awards outstanding was 232,685.

Performance Stoc

Grants of performance stock comprise rights toivecstock at a future date that are contingenh@enGompany and the grantee achieving
certain performance objectives. During the six therended June 30, 2008, potential stock basedrpeahce awards totaled 570,615 shares,
which vest on December 31, 2010. Expense recedriar the three and six month periods ended JOn2@8, was € 155 and € 254,
respectively (2007 — nil and nil).

As at June 30, 2008, the total remaining unrecagh@mpensation cost associated with the perforensiock totaled approximately € 1,693,
which will be amortized over their remaining vestiperiod.

FORM 10-Q
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 3. Income Per Share

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Net income from continuing operatio— basic and dilute: € 871 € 3,34( € 3,74(C € 4,43:
Net income from continuing operations per sh

Basic and dilutes € 0.02 € 0.0¢ € 0.1C € 0.12
Net income from continuing operatio € 871 € 3,34( € 3,74( € 4,43
Net loss from discontinued operatic — (187) — (18€)
Net income- basic and dilute: € 871 € 3,15¢ € 3,74( € 4,24¢
Net income per shar

Basic and dilutes € 0.0z € 0.0¢ € 0.1C € 0.1z
Weighted average number of common shares outsigr

Basic 36,405,64 36,256,47 36,371,56 35,873,80

Effect of dilutive instruments

Stock options and awar: 131,81 437,71! 141,68¢ 465,14¢
Diluted 36,537,45 36,694,18 36,513,25 36,338,94

The calculation of diluted income per share dogsnmwude the exercise of instruments that wouldehan anti-dilutive effect on earnings per
share.

Convertible notes excluded from the calculatiowlibfted income per share for the three and six mpetiods ended June 30, 2008 because
they are anti-dilutive represented 8,678,065 (209,428,022). Performance rights excluded from theutation of diluted income per share
both the three and six month periods ended Jun2@®®B because they are anti-dilutive represent&28 (2007 — nil).

FORM 10-Q
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 4. Inventories

Raw material
Finished good
Work in process and oth

Note 5. Derivatives Transactions

Realized net gain on foreign exchange derivat

Unrealized net gain on interest rate derivati
Unrealized net loss on foreign exchange derival

Unrealized net gain on derivative financial instamnts

Realized net gain on foreign exchange derivat

Unrealized net gain on interest rate derivati
Unrealized net loss on foreign exchange derivat

Unrealized net gain on derivative financial instants

FORM 10-Q
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June 30, 200 December 31, 20C

€ 3081t € 38,04¢
52,16/ 43,12]
23,38 22,43t

€ 106,36( € 103,61(

Three Months Ended June 3C

2008 2007
€ — € —
€20,58( €18,10(
€ 20,58( €18,10(
Six Months Ended June 30,
2008 2007
€ — € 6,82
€12,73( € 23,78¢
- (5,939
€12,73( €17,85:
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 6. Pension and Other Post-Retirement Benefitlfligations

Included in pension and other post-retirement beobfigations are amounts related to the Compa@gkgar and German pulp mills.

The largest component of this obligation is witBpect to the Celgar mill which maintains defineddfé pension and post-retirement benefit
plans for certain employees. Pension benefits asedon employees’ earnings and years of servieep&nsion plans are funded by
contributions from the Company based on actuastfiates and statutory requirements. Pension tanitons for the three and six month
periods ended June 30, 2008 totaled € 383 and &88dectively (2007 — € 443 and € 833).

The Company anticipates based on actuarial estintias it will make contributions to the pensioampbf approximately € 1,195
(C$1.8 million) in 2008.

Three Months Ended June 30

2008 2007
Post- Post-
Pension Retirement Pension Retirement
Benefits Benefits Benefits Benefits
Service cos € 19t € 124 € 20¢ € 117
Interest cos 33t 19¢ 33¢ 184
Expected return on plan ass (381) — (415) —
Recognized net los — 2C — 16
Net periodic benefit co: € 14¢ € 34z € 13¢ € 317
Six Months Ended June 30,
2008 2007
Post- Post-
Pension Retirement Pension Retirement
Benefits Benefits Benefits Benefits
Service cos € 39¢ € 254 € 41C € 23C
Interest cos 68€ 40~ 66¢€ 362
Expected return on plan ass (780) — (815) —
Recognized net los — 42 — 31
Net periodic benefit co: € 30t € 701 € 261 € 628

FORM 10-Q
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)
Note 7. Share Capital
Authorized
Preferred shares with U.S. $1 par value issuakderires: 50,000,000 (2007 — 50,000,000)
Series A: 2,000,000 (2007 -02,000)
Common shares with U.S. $1 par value: 200,000,001 — 200,000,000)
Issued and Outstandir
Common shares — 36,422,487 (2007 — 36,264,027)
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 8. Restricted Group Supplemental Disclosure

The terms of the indenture governing our 9.25%aamisecured notes require that we provide thdtsestioperations and financial condition
of Mercer International Inc. and our restricted sidlaries under the indenture, collectively refdrre as the “Restricted Group”. As at and
during the three and six months ended June 30, 2002007, the Restricted Group was comprised at&tdnternational Inc., certain holdil
subsidiaries and our Rosenthal and Celgar mille. Rastricted Group excludes the Stendal mill.

Combined Condensed Balance Sheet

June 30, 2008

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
ASSETS
Current
Cash and cash equivalel € 70,15 € 13,14 € — € 83,29t
Receivable: 47,97¢ 50,20: — 98,18:
Note receivable, current portic 557 — 557
Inventories 64,45’ 41,90¢ — 106,36(
Prepaid expenses and otl 4,612 1,87: — 6,48¢
Total current asse 187,74¢ 107,12¢ — 294,87¢
Cash, restricte — 33,00( — 33,00(
Property, plant and equipme 358,25( 539,12 — 897,37
Other 5,414 4 — 5,41¢
Deferred income ta 9,12: 3,08( — 12,20:
Due from unrestricted grot 53,99: — (53,999 —
Note receivable, less current porti 3,40¢ — 3,40¢
Total asset €617,93¢ € 682,34( € (53,999 €1,246,28.
LIABILITIES
Current
Accounts payable and accrued expe! € 49,92: € 39,99: € — € 89,91/
Pension and other pr-retirement benefit obligations, current port 43¢ — — 43¢
Debt, current portiol — 35,04 — 35,04
Total current liabilities 50,36( 75,03¢ — 125,39:
Debt, less current portic 261,37t 525,61. — 786,98t
Due to restricted grou — 53,99 (53,999 —
Unrealized derivative los — 9,15¢ 9,15¢
Pension and other p«-retirement benefit obligatior 17,45( — — 17,45(
Capital leases and oth 7,06: 4,471 — 11,53¢
Deferred income ta 6,37 15,98 — 22,36
Total liabilities 342,62: 684,25 (53,999 972,88.
SHAREHOLDERS’ EQUITY
Total shareholde’ equity (deficit) 275,31. (1,917) — 273,39
Total liabilities and sharehold¢ equity €617,93: € 682,34( € (53,999 €1,246,28.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(In thousands of Euros, except per share data)

Note 8. Restricted Group Supplemental Disclosure éntinued)

Combined Condensed Balance Sheet

ASSETS
Current
Cash and cash equivalel
Receivable:
Note receivable, current portic
Inventories
Prepaid expenses and otl
Total current asse
Cash, restricte
Property, plant and equipme
Other
Deferred income ta
Due from unrestricted grot
Note receivable, less current porti
Total asset

LIABILITIES
Current
Accounts payable and accrued expet
Pension and other pr-retirement benefit obligations, current port
Debt, current portiol
Total current liabilities
Debt, less current portic
Due to restricted grou
Unrealized derivative los
Pension and other pr-retirement benefit obligatior
Capital leases and oth
Deferred income ta

Total liabilities

SHAREHOLDERS'’ EQUITY
Total shareholde’ equity (deficit)

Total liabilities and sharehold¢ equity

FORM 10-Q
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December 31, 2007

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
€ 59,37: € 25,47 € — € 84,84¢
37,48: 52,40¢ — 89,89(
58¢ 5,307 — 5,89¢
63,44 40,16¢ — 103,61(
3,71¢ 2,301 — 6,01¢
164,60( 125,65¢ — 290,25¢
— 33,00( — 33,00(
385,56¢ 547,68¢ — 933,25¢
5,39¢ — — 5,39¢
10,85: 6,772 — 17,62«
57,45, — (57,45)) —
3,971 — — 3,971
€627,85: € 713,12 € (57,45) €1,283,51
€ 43,62 € 43,37¢ € — € 87,00(
493 — — 498
— 34,02 — 34,02
44,11« 77,40: — 121,51¢
273,58¢ 542,24 — 815,83
- 57,45’ (57,45)) -
— 21,88t — 21,88¢
19,98: — 19,98:
7,03: 1,96¢ — 8,99¢
4 55: 14,08 — 18,64(
349,27: 715,04( (57,457 1,006,85!
278,58: (1,920 — 276,66:
€627,85: € 713,12 € (57,45) €1,283,51
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 8. Restricted Group Supplemental Disclosure éntinued)

Combined Condensed Statements of Operations

Three Months Ended June 30, 2008

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
Revenue: € 97,69¢ € 72,89 € — € 170,58¢
Operating cost 87,93¢ 54,96 — 142,90:
Operating depreciation and amortizat 6,77 6,74( — 13,51«
Selling, general and administrative exper 4,86¢ 3,08¢ — 7,95:
(Sale) purchase of emission allowan — — — —
99,571 64,79: — 164,36¢
Operating income (loss) from continuing operati (1,889 8,09¢ — 6,21¢
Other income (expens
Interest expens (4,440 (10,619 (959 (16,019
Investment income (expens (373 83t 95¢ 1,421
Foreign exchange gain (loss) on d (24¢) 48€ — 23¢
Derivative financial instrumen — 20,58( — 20,58(
Total other income (expens (5,06]) 11,28 — 6,22¢€
Income (loss) before income taxes and minorityrggefrom
continuing operation (6,949 19,38¢ — 12,44:
Income tax provisiol (1,307) (6,8372) — (8,13%)
Income (loss) before minority interest from contimgioperation: (8,247) 12,55« — 4,307
Minority interest — (3,436) — (3,436)
Net income (loss € (8,247) € 9,11¢ € — € 871
Three Months Ended June 30, 2007
Restricted Unrestricted Consolidatec
Group Subsidiary Eliminations Group
Revenue: €104,30° € 72,29¢ € — € 176,60
Operating cost 86,89: 56,76" — 143,65¢
Operating depreciation and amortizat 6,97¢ 7,01t — 13,99(
Selling, general and administrative exper 4,64: 3,40¢ — 8,051
(Sale) purchase of emission allowan (4 (35 — (39
98,50¢ 67,15/ — 165,66(
Operating income from continuing operatic 5,801 5,14z — 10,94:
Other income (expens
Interest expens (6,967) (11,60¢) 92¢ (17,64
Investment incom 1,13¢ 1,37¢ (92€) 1,58¢
Foreign exchange gain on d¢ 1,00¢ 34C — 1,34¢
Derivative financial instruments, n — 18,10( — 18,10(
Total other income (expens (4,81¢6) 8,20¢ — 3,392
Income before income taxes and minority interemificontinuing
operations 98t 13,35( — 14,33t
Income tax provisiol (1,612) (8,297) — (9,909
Income (loss) before minority interest from contimgioperation: (627) 5,05¢ — 4,431
Minority interest — (1,09 — (1,097
Net income (loss) from continuing operatic (627) 3,96 — 3,34(
Net loss from discontinued operatic (187) — — (1871)
Net income (loss € (80§ € 3,96i € — € 3,15¢
FORM 10-Q
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MERCER INTERNATIONAL INC.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

(In thousands of Euros, except per share data)

Note 8. Restricted Group Supplemental Disclosure éntinued)

Combined Condensed Statements of Operations

Revenue!

Operating cost

Operating depreciation and amortizat
Selling, general and administrative exper
(Sale) purchase of emission allowan

Operating incomi

Other income (expens
Interest expens
Investment incom
Foreign exchange gain (loss) on d
Derivative financial instrumen
Total other expens
Income before income taxes and minority interemificontinuing
operations
Income tax provisiol
Income before minority interest from continuing ogiéns
Minority interest
Net income

Revenue!

Operating cost

Operating depreciation and amortizat
Selling, general and administrative exper
(Sale) purchase of emission allowan

Operating income from continuing operatic

Other income (expens
Interest expens
Investment incom
Foreign exchange gain on d¢
Derivative financial instruments, n
Total other income (expens
Income before income taxes and minority interemificontinuing
operations
Income tax provisiol
Income (loss) before minority interest from contimgioperation:
Minority interest
Net income (loss) from continuing operatic
Net loss from discontinued operatic
Net income (loss

FORM 10-Q
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Six Months Ended June 30, 2008

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
€198,79¢ € 150,89( € — € 349,68
165,59: 116,74¢ — 282,34
14,19¢ 13,44( — 27,63¢

8,60¢ 6,24( — 14,84¢
188,39¢ 136,42¢ — 324,82"
10,39¢ 14,46 — 24 ,85¢
(11,157 (21,487 - (32,637
1,36: 36¢& — 1,731
6,37¢ (110 — 6,26¢
— 12,73( — 12,73(
(3,410 (8,497 = (11,909
6,98¢ 5,96¢ — 12,95¢
(3,457 (5,506) — (8,967)
3,531 462 — 3,99:
= (253) = (253)
€ 3,631 € 20¢ € — € 3,74(
Six Months Ended June 30, 2007
Restricted Unrestricted Consolidatec
Group Subsidiary Eliminations Group
€204,24( € 141,89 € — € 346,13
163,74 114,55! — 278,30:
13,66! 14,05¢ — 27,71¢
8,70 6,75¢ — 15,45¢
(26€) (49¢) — (76€)
185,84! 134,86¢ — 320,71«
18,39¢ 7,02¢ — 25,42(
(14,419 (25,13)) 1,841 (37,709
2,44( 2,59¢ (1,841) 3,19t
2,26 34C — 2,60
— 24.,67: — 24,67
(9,715) 2,47¢ = (7,239
8,68( 9,501 — 18,18!
(4,150 (9,555) — (13,705
4,53( (54) — 4,47¢
— (43 — 43
4,53( (97) — 4,437
(18€) — — (18€)
€ 4,34 € (9 € — € 424t
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

In this document: (i) unless the context otherwesguires, references to “we”, “our”, “us”, the “Cpany” or “Mercer” mean Mercer
International Inc. and its subsidiaries; (ii) refieces to “Mercer Inc.” mean the Company excludiagubsidiaries; (iii) information is provided
as of June 30, 2008, unless otherwise statedallivgferences to monetary amounts are to “Eurth&’ lawful currency adopted by most
members of the European Union, unless otherwisedst&y) “ € " refers to Euros, “$” refers to U.&ollars and C$ refers to Canadian dollars;
and (vi) “ADMTSs” refers to air-dried metric tonnes.

We operate three NBSK pulp mills through our whallyned subsidiaries, Rosenthal and Celgar, and @680 owned subsidiary, Stendal,
which have a consolidated annual production capa€iapproximately 1.4 million ADMTSs.

The following discussion and analysis of our resoltoperations and financial condition for the aind three months ended June 30, 2008
should be read in conjunction with our interim calidated financial statements and related notdsidied in this quarterly report, as well as
most recent annual report on Form 10-K for thedligear ended December 31, 2007 filed with the SEC.

Results of Operations

Three Months Ended June 30, 2008 Compared to Thkéenths Ended June 30, 2007

Selected production, sales and exchange rate alatiaef three months ended June 30, 2008 and 2G&/falows:

Three Months Ended June 3C

2008 2007

Pulp Production‘000 ADMTS) 356.¢ 326.4
Scheduled Production Downtim'000 ADMTS) 15 37
Pulp Sales'000 ADMTS) 347.% 337.(
Revenues (in millions € 170.¢ € 176.¢
NBSK pulp list prices in Europe ($/ADM1 $ 90 $ T8¢
NBSK pulp list prices in Europe€ /ADMT) € b57¢ € b57¢
Average pulp sales realization€ /ADMT) @ € 48t € b5l1¢
Average Spot Currency Exchange R

€/$@ 0.640: 0.741¢
C$/%$@ 1.009¢ 1.098:
C$/€® 1.578: 1.481(

(1) List price less discounts and commissic
(2) Average Federal Reserve Bank of New York noon sgetover the reporting peric
(3) Average Bank of Canada noon spot rate over thertiaggeriod.

Revenues for the three months ended June 30, 2a098aked by 3.4% to € 170.6 million from € 176.8ioni in the comparative quarter of
2007, primarily due to the weak U.S. dollar

List prices for NBSK pulp in Europe were approxiglgt€ 576 ($900) per ADMT in the second quarte2@®8 and approximately %79 ($783
in the second quarter of 2007. Increases in U.Bardcst prices were more than offset by the weadakg of the U.S. dollar versus the Euro.
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Pulp sales volume increased to 347,259 ADMTs irstteond quarter of 2008 from 337,016 ADMTs in thmparative quarter of 2007 as al
our mills performed generally well.

Average pulp sales realizations decreased by 6048185 per ADMT in the second quarter of 2008 fr®&il8 per ADMT in the second
quarter of 2007, as the continued slumping dollarerthan offset pulp price improvements.

Pulp production in the second quarter of 2008 iasee to 356,819 ADMTs from 326,350 ADMTs in the sgrariod of 2007, as all of our
mills performed generally well. In the second geadf 2008, we had a total of 11 days scheduleat®a@ince downtime at our mills, compe
to 24 days in the same period last year.

At June 30, 2008, our pulp inventories increasedggroximately 7.7%, compared to the end of thet fjuarter of 2008. Pulp inventories at
Celgar mill remained high and largely the sametadaach 31, 2008 due to delays in shipments to €leeused by a sustained shipment
backlog at the Port of Vancouver. While this inwagtis generally already committed to customer sgdere do not record the sale until the
pulp is shipped. Pulp inventories increased atStandal mill, as slowing economies and tighter itremlised certain of its customers to delay
purchases into the second half of 2008.

Operating costs and selling, general, administeadivd other expenses in the second quarter of @f&ased marginally to € 164.4 million
from €165.7 million in the comparative quarter of 200fh@ugh we incurred higher freight costs and watemgy expenses in connection w
the shipment backlog at the Port of Vancouver.

On average, fiber costs decreased by approxim2i8®s in the second quarter of 2008 versus the gemed in 2007. Our fiber costs in
Germany declined in the current quarter from thaparative period of 2007 and are expected to restalsle in the short term because of
lower demand from the European board industry. H@wnehere is some uncertainty about Russian govenn tariffs, which are expected to
reduce Russian wood exports to Europe and whichbragin to exert upward pressure on pricing if Sa@dan producers, who traditionally
import significant amounts of Russian wood, seekatternative supply markets such as Germany.

At our Celgar mill fiber costs in the second quadiE2008 were comparable to the same quarter @7 20d the prior quarter. Fiber costs have
remained consistent despite significant curtailrmémsawmilling activity as a result of the faltegiNorth American housing and lumber
markets which have sharply decreased the avatiabiiifiber. Recent fiber initiatives at our Celgaill, such as new pulp log procurement
arrangements and the addition of a second shiftarwoodroom, have helped stabilize fiber supplghtomill and we believe will provide sor
pricing relief over the balance of the year.

We recorded no contribution to income from the sdlemission allowances for the three months erddee 30, 2008 as the applicable
emissions certificates were not issued until aftere 30. In the same period last year, we recasdBda negligible contribution to income as a
result of weak markets and prices for the salendésion allowances. In the second quarter of 268s of surplus energy were approximately
20% higher than in the comparative quarter of 2007.

In June the German government approved amendntetits tountry’s Renewable Energy Resources Adedfislative framework for the
promotion of electricity generation from renewabéteergy sources, including biomass. A key elemett@fAct is that public electric utilities
give priority to electricity from renewable energgurces and pay a fixed tariff for a period of 2ans. The amount of tariff is generally
dependent on the technology used, the year thallatsin was put into operation and the size ofgtlaat. The Act is only applicable to
installments with a capacity of 20MW or less, efieely excluding our Rosenthal and Stendal milksJage industrial complexes, from the
statutory scheme. The recent amendments to theeeently scheduled to take effect January 1, 268i8e this capacity limit, permitting our
German mills to participate in the program, andéases the tariff for biomass energy. As a resulte the amendments become effective, we
currently expect to be able to materially incredmerevenues from our sales of surplus energy ma@mey.
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Operating depreciation and amortization decreasadjimally to € 13.5 million from € 14.0 million ithe comparative quarter of 2007.

For the second quarter of 2008, operating inconcee@dsed to € 6.2 million from € 10.9 million in tbemparative quarter of 2007, as the
generally positive performance of our mills was entitan offset by the continued weakness in the tiblar against the Euro.

Interest expense in the second quarter of 200&édsed to € 16.0 million from € 17.6 million in thear ago period, primarily due to a lower
level of borrowing.

We recorded an unrealized gain of € 20.6 milliofokeminority interests on our interest rate detfixes during the second quarter of 2008. In
the comparative quarter of 2007, we recorded aealized gain of € 18.1 million before minority ingsts on our then outstanding interest rate
derivatives.

In the second quarter of 2008, we recorded a gah0o2 million on our foreign currency denominatkbt, compared to a gain ofL€3 million
in the same period of 2007.

In the second quarter of 2008, minority interespresenting the minority shareholder’s proportienaterest in the Stendal mill, was €
3.4 million, compared to € 1.1 million in the sedajuarter of 2007.

We reported net income from continuing operatiangtie second quarter of 2008 of € 0.9 million£d.02 per basic and diluted share. In the
second quarter of 2007, we reported net income frominuing operations of € 3.3 million, or € 0,88 basic and diluted share.

Operating EBITDA decreased to € 19.8 million in #eezond quarter of 2008 from € 25.0 million in theee months ended June 30, 2007.

Operating EBITDA is defined as operating incomerfroontinuing operations plus depreciation and aietion and nomrecurring capital ass
impairment charges. Management uses Operating EBIA®a benchmark measurement of its own operatisgits, and as a benchmark
relative to its competitors. Management considets be a meaningful supplement to operating incama performance measure primarily
because depreciation expense and non-recurrintatapset impairment charges are not an actualasthand depreciation expense varies
widely from company to company in a manner that agement considers largely independent of the uyidgrtost efficiency of their

operating facilities. In addition, we believe Oparg EBITDA is commonly used by securities analygtsestors and other interested parties to
evaluate our financial performance. Operating EBATd@es not reflect the impact of a number of itéhad affect our net income, including
financing costs and the effect of derivative instamts. Operating EBITDA is not a measure of finahperformance under GAAP, and should
not be considered as an alternative to net incanicome from operations as a measure of operdtfréormance, nor as an alternative to net
cash from operating activities as a measure ofdityu

Operating EBITDA has significant limitations asamalytical tool, and should not be considered afaiton, or as a substitute for analysis of
our results as reported under GAAP. Some of thigstations are that Operating EBITDA does not reffl€i) our cash expenditures, or future
requirements, for capital expenditures or cont@atommitments; (ii) changes in, or cash
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requirements for, working capital needs; (iii) gignificant interest expense, or the cash requinésngecessary to service interest or principal
payments, on our outstanding debt; (iv) minoritierests on our Stendal NBSK pulp mill operation$tiie impact of realized or marked to
market changes in our derivative positions, whiah be substantial; and (vi) the impact of impairtdrarges against our investments or
assets. Because of these limitations, Operatind BBIshould only be considered as a supplementalatip@al performance measure and
should not be considered as a measure of liquiditash available to us to invest in the growtbwfbusiness. See the Statement of Cash
Flows set out in our interim consolidated finanatements included herein. Because all compaloiemt calculate Operating EBITDA in the
same manner, Operating EBITDA as calculated by an differ from Operating EBITDA or EBITDA as calaiéd by other companies. We
compensate for these limitations by using OperdiBfT DA as a supplemental measure of our operatipadormance and relying primarily
on our GAAP financial statements.

The following table provides a reconciliation oft imecome from continuing operations to Operating HBA for the periods indicated:

Three Months Ended

June 30,
2008 2007
(in thousands)
Net income from continuing operatio € 871 € 3,34(
Minority interest 3,43¢ 1,091
Income taxe: 8,13¢ 9,90¢
Interest expens 16,01 17,641
Investment incom (1,42)) (1,589
Unrealized foreign exchange gain on d (23¢€) (1,349
Derivative financial instruments, n (20,580 (18,100
Operating income from continuing operatic 6,21¢ 10,94:
Add: Depreciation and amortizatis 13,58¢ 14,05t
Operating EBITDA € 19,80( € 24,99¢
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Six Months Ended June 30, 2008 Compared to Six MusEnded June 30, 200
Selected production, sales and exchange rate afatiaef six months ended June 30, 2008 and 200¥ fdlaws:

Six Months Ended June 30

2008 2007
Pulp Production‘000 ADMTSs) 717.7 673.¢
Scheduled Production Downtim‘000 ADMTSs) 17 37
Pulp Sales'000 ADMTS) 695.¢ 666.~
Revenues (in millions € 349.7 € 346.]
NBSK pulp list prices in Europe ($/ADM1 $ 89C $ 77C
NBSK pulp list prices in Europe€ /ADMT) € 581 € 57C
Average pulp sales realization€ /ADMT) @ € 49¢ € b1t
Average Spot Currency Exchange Re
€/%$@ 0.653( 0.752:
C$/%@ 1.007( 1.134¢
C$/€G 1.542( 1.508:

(1) List price less discounts and commissic
(2) Average Federal Reserve Bank of New York noon sgtetover the reporting peric
(3) Average Bank of Canada noon spot rate over thetinggeriod.

Revenues for the six months ended June 30, 2008aised to € 349.7 million from € 346.1 million iretcomparative period of 2007, primarily
due to higher pulp list prices which were in lapget offset by the weak U.S. dollar.

List prices for NBSK pulp in Europe were approxigigt€ 581 ($890) per ADMT in the first half of 20@8d approximately € 570 ($770) in
the first half of 2007. Increases in U.S. dollat firices were largely offset by the weakeningheft.S. dollar versus the Euro.

Pulp sales volume increased to 695,436 ADMTs irfitsehalf of 2008 from 666,151 ADMTSs in the firsalf of 2007.

Average pulp sales realizations were € 498 per ADMthe first half of 2008 compared to € 515 perMDin the first half of 2007, as
marginal pulp list price improvements were morentb#fset by the weakening of the U.S. dollar verhiesEuro.

Pulp production in the first half of 2008 increased17,700 ADMTs from 673,606 ADMTSs in the samei@e of 2007, as all of our mills
performed generally well. In the first half of 2Q@8e had a total of 12 days scheduled maintenaoetiime at our mills, compared to 24 days
in the same period last year.

As at June 30, 2008, our pulp inventories incredseapproximately 100% and 7.7%, compared to theesime last year and at the end of the
first quarter of 2008, respectively. Pulp invenggrat our Celgar mill remained high and largelysame as at March 31, 2008 due to delays in
shipments to China caused by a sustained backlibg &ort of Vancouver. While this inventory is geally already committed to customer
orders, we do not record the sale until the pulhipped. Pulp inventories increased at our Stemdhlas slowing economies and tighter cre
caused certain of its customers to delay purchaseshe second half of 2008.
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Operating costs and selling, general, administeadivd other expenses in the first half of 2008dased to € 324.9 million from € 321.5 million
in the comparative period of 2007, as we incurrigthdr freight costs and warehousing expenses inexiion with the shipment backlog at the
Port of Vancouver.

On average, fiber costs decreased by approxim&té® in the first half of 2008 versus the samequkin 2007. Our fiber costs in Germany
declined in the first half of 2008 from the compam period of 2007 and are expected to remainetakthe short term because of lower
demand from the European board industry. Howehergtis some uncertainty about Russian governragffst which are expected to reduce
Russian wood exports to Europe and which may begéaxert upward pressure on pricing if Scandinap@ducers, who traditionally import
significant amounts of Russian wood, seek out étitre supply markets such as Germany.

At our Celgar mill fiber costs were lower in thestihalf of 2008 compared to the same period off28spite significant curtailments in
sawmilling activity as a result of the faltering Mo American housing and lumber markets which hehaaply decreased the availability of
fiber. Recent fiber initiatives at our Celgar miljch as new pulp log procurement arrangementshenalddition of a second shift in the
woodroom, have helped stabilize fiber supply torttik and we believe will provide some pricing efliover the balance of the year.

We recorded no contribution to income from the sdilemission allowances for the six months endex BD, 2008 as the applicable emissions
certificates were not issued until after June 8ahk first half of 2007, we recorded only a neigligy contribution to income as a result of weak
markets and prices for the sale of emission all@eanin the first half of 2008, sales of surplusrgy were approximately 11% higher than in
the same period of 2007.

Operating depreciation and amortization remainegelgt unchanged at € 27.6 million in each of thequks ended June 30, 2008 and 2007.

For the first half of 2008, operating income deseshmarginally to € 24.9 million from € 25.4 milién the first half of 2007 as the generally
positive performance of our mills was more therseffoy the continued weakness in the U.S. dollamsgthe Euro.

Interest expense in the first half of 2008 decrédseE 32.6 million from € 37.7 million in the yeago period, primarily due to a lower level of
borrowing.
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We recorded an unrealized gain of € 12.7 milliofokeeminority interests on our interest rate detfixes during the first half of 2008. In the
comparative period of 2007, we recorded a gain 24 € million before minority interests on our thautstanding derivatives, which included a
realized gain of € 6.8 million from the settlemehturrency swaps.

In the first half of 2008, we recorded a gain df.8 million on our foreign currency denominated tteeba result of the weakening of the U.S.
dollar during the period, compared to a gain of@&rillion in the first half of 2007.

In the first half of 2008, minority interest, repemting the minority shareholder’s proportionateriest in the Stendal mill, was € 0.3 million,
compared to a negligible amount in the same pexi@007.

We reported net income from continuing operatiangtie first half of 2008 of € 3.7 million, or €1@ per basic and diluted share. In the first
half of 2007, we reported net income from contiguaperations of € 4.4 million, or € 0.12 per bamid diluted share.

Operating EBITDA was € 52.6 million in the firstlthaf 2008 from € 53.3 million in the six monthsded June 30, 2007. Operating EBITDA
has significant limitations as an analytical t@d should not be considered in isolation, or sshstitute for analysis of our results as reported
under GAAP. See the discussion of our resultsHerthiree months ended June 30, 2008 for additiof@imation relating to Operating

EBITDA.

The following table provides a reconciliation oft imecome from continuing operations to Operating HBA for the periods indicated:

Six Months Ended

June 30,
2008 2007
(in thousands)
Net income from continuing operatio € 3,74( € 4,43t
Minority interest 25¢ 43
Income taxe: 8,96: 13,70¢
Interest expens 32,63 37,70¢
Investment incom (1,73)) (3,195
Unrealized foreign exchange gain on d (6,269 (2,607)
Derivative financial instruments, n (12,730 (24,67)
Operating income from continuing operatic 24,85¢ 25,42(
Add: Depreciation and amortizatis 27,77¢ 27,841
Operating EBITDA € 52,63t € 53,265
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Liquidity and Capital Resources

The following table is a summary of selected firnahimformation for the periods indicated:

As at As at
June 30, December 31
2008 2007
(in thousands)

Financial Position

Cash and cash equivalel € 83,29t € 84,84¢
Working capital 169,48 168,74
Property, plant and equipme 897,37" 933,25¢
Total asset 1,246,28: 1,283,51
Long-term liabilities 847,48t 885,33¢
Shareholder equity 273,39¢ 276,66:

As at June 30, 2008 and December 31, 2007, ourarablash equivalents were € 83.3 million and 8 &illion, respectively. We also had €
33.0 million of restricted cash in a debt serviceaunt related to the financing for the Stendal atithe end of the second quarter of 2008 and
December 31, 2007. As at June 30, 2008, we hadraatin any amount under thet8.0 million Rosenthal revolving term credit fagiland ha
drawn approximately € 21.8 million under the C$4@illion Celgar revolving credit facility.

We expect to meet our interest and debt servidgatidns and the working and maintenance capitalirements for our operations from cash
flow from operations, cash on hand and the two lkéng working capital facilities for the Rosentterdd Celgar mills.

We currently expect to meet the capital requiresémt the Stendal mill, including working capitadterest and principal service expenses
through cash on hand, cash flow from operationstaedGtendal Loan Facility (“Stendal Facility”). lBuant to the Stendal Facility, Stendal
established a restricted cash debt service resesaint, the target balance of which is the scleebimtterest and principal payments for the
ensuing year. Under the Stendal Facility, Sterglaurrently restricted from making certain paymeimsluding paying dividends to us and its
other shareholder as it does not meet prescrilnedidial performance ratios and the debt servigervesaccount balance requirements.

Operating Activities

Operating activities in the first half of 2008 pided cash of € 9.4 million, compared to using cafs€é14.1 million in the comparative period
2007. An increase in receivables used cash of £rhilion in the first half of 2008, compared t®26.7 million in the comparative period of
2007. An increase in inventories used cash of @nillibn in the first half of 2008, compared to Exerease in inventories using cash of € 29.7
in the same period of 2007.

Working capital is subject to cyclical operatingeds, such as the timing of collections and saldgtaa payment of payables.

Investing Activities
Investing activities in the first half of 2008 useakh of € 0.9 million. During the first half of @8, planned capital expenditures used cash of €
7.9 million while the sale of equipment and theemagtion of a convertible note provided cash 6f€million. In the six months ended June
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2007 investing activities provided cash of € 6.Tion primarily due to a drawdown of funds in owelt service reserve account under the
Stendal facility.

Capital expenditures used cash of € 7.9 million@dd.5 million in the first half of 2008 and 200@spectively.

Financing Activities

Financing activities used cash of € 9.3 milliorthie six months ended June 30, 2008, as we paidoniilion scheduled repayments of
indebtedness under the Stendal Facility in the fiedf of 2008. In the comparative period in 20fd7ancing activities used cash of €
15.7 million primarily due to scheduled repaymeufta portion of the Stendal Facility.

Other than the agreement for the purchase of atm® generator relating to the energy projectuat@elgar mill which we entered into in
April 2008, we have no material commitments to aegassets or operating businesses. We anticipatethtere will be acquisitions of
businesses or commitments to projects in the fultweachieve our long-term goals of expanding @sedand earnings base through the
acquisition of interests in companies and assetseipulp and paper and related businesses, aadioadly through high return capital
expenditures at our operating facilities, we wéltjuire substantial capital resources. The requisegssary resources for such long-term goals
will be generated from cash flow from operatiorastton hand, the sale of securities and/or asseld)orrowing against our assets.

Contractual Obligations and Commitments

There were no material changes outside the ordicrauyse to any of our contractual obligations dytime first half of 2008.

Capital Resources

In addition to our current revolving credit fadéis for the Rosenthal and Celgar mills, we may seehkise future funding in the debt markets if
our indenture relating to our 9.25% senior notesits, subject to compliance with the indenturee Tidenture governing the senior notes
provides that, in order for Mercer Inc. and itsrieted subsidiaries (as defined in the indenturé &hich excludes the Stendal mill) to enter
into certain types of transactions, including theuirrence of additional indebtedness, the makingsificted payments and the completion of
mergers and consolidations (other than, in each, these specifically permitted by our senior rintienture), we must meet a minimum ratio
of Indenture EBITDA to Fixed Charges as definethia senior note indenture of 2.0 to 1.0 on a prm#obasis for the most recently ended
full fiscal quarters.

Foreign Currency

Our reporting currency is the Euro as the majasftpur business transactions are denominated insEltowever, we hold certain assets and
liabilities in U.S. dollars and Canadian dollarscardingly, our consolidated financial results swmbject to foreign currency exchange rate
fluctuations.

We translate foreign denominated assets and ligsilinto Euros at the rate of exchange on thenbalaheet date. Unrealized gains or losses
from these translations are recorded in our
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consolidated statement of comprehensive incomémpdct on shareholders’ equity on the balance dhgtedo not affect our net earnings.

In the six months ended June 30, 2008, accumutdtesi comprehensive income decreased by € 8.lomillihich was primarily due to the
foreign exchange translation.

Based upon the exchange rate at June 30, 2008, $helollar has decreased by approximately 14%inevagainst the Euro since June 30,
2007. See “Quantitative and Qualitative Disclosuesut Market Risk”.

Celgar Collective Agreement

The five-year collective agreement with the uniouity workers at our Celgar mill expired on Aprd,32008. The union representing hourly
pulp workers and another pulp producer are curremtirking to negotiate what the union wishes ttiagias a pattern agreement. Although we
consider our relationship with our Celgar hourlypoyees to be good, we cannot currently provideassurance that a new collective
agreement will be settled without significant watkppages or disruptions.

Results of Operations of the Restricted Group UndeOur Senior Note Indenture

The indenture governing our 9.25% senior notesiregthat we also provide a discussion in annudlcararterly reports we file with the SEC
under Management’s Discussion and Analysis of RirsCondition and Results of Operations of theiltssof operations and financial
condition of Mercer Inc. and our restricted sulesiidis under the indenture, referred to as the fiRéstl Group”. The Restricted Group is
comprised of Mercer Inc., certain holding subsidisrand our Rosenthal and Celgar mills. The ResttiGroup excludes our Stendal mill.

The following is a discussion of the results of gi®ns and financial condition of the Restricted@. For further information regarding the
Restricted Group including, without limitation, @conciliation to our consolidated results of opierat, see Note 8 of our quarterly interim
consolidated financial statements included herein.

Restricted Group Resul— Three Months Ended June 30, 2008 Compared to TehMonths Ended June 30, 2007

Revenues for the Restricted Group for the threethsoended June 30, 2008 decreased to € 97.7 miilbom€104.3 million in the comparati\
period of 2007, primarily due to the weak U.S. doltersus the Euro.

List prices for NBSK pulp in Europe were approxielgt€ 576 ($900) per ADMT in the second quarte2@®8 and approximately %79 ($783
in the same period of 2007. Increases in U.S. didiaprices were more than offset by the weakgmihthe U.S. dollar versus the Euro.

Pulp sales volume increased to 201,604 ADMTs irstfmnd quarter of 2008 from 196,970 ADMTSs in tbmparative period of 2007.

Average pulp sales realizations for the RestriGeaup were € 484 per ADMT in the three months entiedw 30, 2008, compared to € 528 per
ADMT in the comparative period of 2007, as a resfithe continued weak U.S. dollar.

Pulp production for the Restricted Group increaset98,892 ADMTs in the second quarter of 2008 fi#38,766 ADMTSs in the same period
of 2007 as our Celgar and Rosenthal mills perforgeterally well. In the second quarter of 2008 had a total of 11 days scheduled
maintenance downtime at our Celgar mill, compaoetiZ days in the same period last year.
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Operating costs and selling, general, administeadivd other expenses for the Restricted Groupeiseleond quarter of 2008 increased to €
99.6 million from € 98.5 million in the comparatiperiod of 2007, as we incurred higher freight s@std warehousing expenses in connection
with the shipment backlog at the Port of Vancouver.

On average, fiber costs of the Restricted Groupedsed by approximately 2.3% in the second quaft2®08 versus the same period of 2007.

Fiber costs for our Rosenthal mill declined in sieeond quarter of 2008 from the comparative pesfd@D07 and are expected to remain stable
in the short term because of lower demand fronEilm®pean board industry.

At our Celgar mill fiber costs in the second quadE2008 were comparable to the same period o7 200 the prior quarter. Fiber costs have
remained consistent despite significant curtailrmémsawmilling activity as a result of the faltegiNorth American housing and lumber
markets which have sharply decreased the avatlabilifiber. Recent fiber initiatives at our Celgaill have helped stabilize fiber supply to 1
mill and we believe will provide some pricing rél@ver the balance of the year.

The Restricted Group recorded no contribution tmime from the sale of emission allowances by oweRthal mill for the three months enc
June 30, 2008 as the applicable emissions cetéfoaere not issued until after June 30. In theesquarter last year, the Restricted Group
recorded only a negligible contribution to inconsesaresult of weak markets and prices for the aladenission allowances. In the current
period, sales of surplus energy were approximé&éd higher than in the same quarter of 2007.

Operating depreciation and amortization for thetReged Group decreased slightly to € 6.8 milliorthe current quarter from € 7.0 million in
the same period of 2007.

In the second quarter of 2008, the Restricted Grepprted an operating loss of € 1.9 million conepaio operating income of € 5.8 million in
the second quarter of 2007, primarily due to thakvg.S. dollar.

Interest expense for the Restricted Group in ticerse quarter of 2008 decreased to € 4.4 milliomf@7.0 million in the same quarter last
year.

In the second quarter of 2008, the Restricted Greuprded a loss on foreign currency denominatéd afe€0.2 million, compared to a gain
€ 1.0 million in the comparative quarter of 2007.

The Restricted Group reported a net loss from oaimg operations for the second quarter of 2008 ®2 million. In the second quarter of
2007, the Restricted Group had a net loss fromiroiny operations of € 0.6 million.

Operating EBITDA for the Restricted Group was € f®illion in the second quarter of 2008 compareé .8 million in the comparative
quarter of 2007.

Operating EBITDA is defined as operating incomeghofrom continuing operations plus depreciatioth amortization and non-recurring
capital asset impairment charges. Operating
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EBITDA has significant limitations as an analytitabl, and should not be considered in isolatiora®a substitute for analysis of our result
reported under GAAP. See the discussion of oultefur the three months ended June 30, 2008 fditiadal information relating to such
limitations and Operating EBITDA.

The following table provides a reconciliation oft imecome from continuing operations to Operating HBA for the Restricted Group for the
periods indicated:

Three Months Ended
June 30,
2008 2007
(in thousands)

Restricted Group

Net loss from continuing operatio®) € (8,24)) € (627)
Income taxe: 1,30¢ 1,612
Interest expens 4,44(C 6,961
Investment income (expens 37< (2,136
Unrealized foreign exchange gain (loss) on « 24¢ 1,00¢
Operating income (loss) from continuing operati (2,887 5,801
Add: Depreciation and amortizatit 6,844 7,04(
Operating EBITDA®) € 4,961 €12,84:

(1) See Note 8 of the interim consolidated financiatesnents included elsewhere herein for a recotioitido our consolidated resul
Restricted Group Resul— Six Months Ended June 30, 2008 Compared to Sixrittts Ended June 30, 2007

Revenues for the Restricted Group for the six moetided June 30, 2008 decreased to € 198.8 nfilbom€ 204.2 million in the comparative
period of 2007, primarily as a result of the weal Wollar versus the Euro.

List prices for NBSK pulp in Europe were approxigigt€ 581 ($890) per ADMT in the first half of 20@8d approximately € 570 ($770) in
the first half of 2007. Increases in U.S. dollat prices were largely offset by the weakness efuls. dollar.

Pulp sales volume increased to 400,275 ADMTSs irfitsehalf of 2008 from 388,226 ADMTs in the cormptive period of 2007.

Average pulp sales realizations for the RestriGedup were € 496 per ADMT in the six months endetkJ30, 2008, compared to € 525 per
ADMT in the comparative period of 2007, due to #eak U.S. dollar.

Pulp production for the Restricted Group increasedi04,710 ADMTSs in the first half of 2008 from 3989 ADMTSs in the same period of
2007 as our Celgar and Rosenthal mills performerbigaly well. We had a total of 12 days schedulaintenance downtime at our Celgar r
in each of the six months ended June 30, 2008 &6d.2
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Operating costs and selling, general, administeadivd other expenses for the Restricted Grougeifirtst half of 2008 increased to €
188.4 million from € 186.1 million in the companaiperiod of 2007, as we incurred higher freigtgts@nd warehousing expenses in
connection with the shipment backlog at the PoNaficouver.

On average, fiber costs of the Restricted Groupedsed by approximately 5.4% in the first half 008 versus the same period of 2007. Fiber
costs for our Rosenthal mill declined in the fiisif of 2008 from the comparative period of 200d ane expected to remain stable in the short
term because of lower demand from the Europearddodustry. However, there is some uncertainty aRussian government tariffs which
are expected to reduce Russian wood exports topEland which may begin to exert upward pressungricimg if Scandinavian producers,
who traditionally import significant amounts of Rien wood, seek out alternative supply markets sgcBermany.

At our Celgar mill fiber costs were lower in thestihalf of 2008 compared to the same period off 28spite significant curtailments in
sawmilling activity as a result of the faltering Mo American housing and lumber markets which hehaaply decreased the availability of
fiber. Recent fiber initiatives at our Celgar miljch as new pulp log procurement arrangementshenalddition of a second shift in the
woodroom, have helped stabilize fiber supply torttik and we believe will provide some pricing efliover the balance of the year.

The Restricted Group recorded no contribution tmime from the sale of emission allowances by oweRthal mill for the six months ended
June 30, 2008 as the applicable emissions cetdfoaere not issued until after June 30. In thst Fielf of 2007, the Restricted Group recorded
only a negligible contribution to income as a resfilveak markets and prices for the sale of emisailowances. In the current period, sale
surplus energy were approximately 22% higher thathé same period of 2007.

Operating depreciation and amortization for thetfeted Group increased to € 14.2 million in thereat period from € 13.7 million in the
comparative period of 2007.

In the first half of 2008, the Restricted Groupfseaating income decreased to € 10.4 million fro@8&! million in the first six months of 2007,
as the generally positive performance of our Rdsdrand Celgar mills was more than offset by thetiooed weakness in the U.S. dollar
against the Euro.

Interest expense for the Restricted Group in tie fialf of 2008 decreased to € 11.2 million frorh4€4 million in the same period last year
primarily as a result of a lower level of borrowing

In the first half of 2008, the Restricted Groupmeted a gain of € 6.4 million on our foreign curgmenominated debt, compared to a gaifi of
2.3 million in the comparative period of 2007.

The Restricted Group reported net income from owitig operations for the first half of 2008 of € 3nillion. In the first half of 2007, net
income from continuing operations for the RestdoBroup was € 4.3 million.
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Operating EBITDA for the Restricted Group was €724illion in the first half of 2008 compared to £.2 million in the comparative period of
2007.

Operating EBITDA is defined as operating incomeg)ofrom continuing operations plus depreciatioth amortization and non-recurring
capital asset impairment charges. Operating EBITHa#é significant limitations as an analytical tamd should not be considered in isolation,
or as a substitute for analysis of our resultseasnted under GAAP. See the discussion of our teful the three months ended June 30, 2008
for additional information relating to such limiiats and Operating EBITDA.

The following table provides a reconciliation oft imecome from continuing operations to Operating HBA for the Restricted Group for the
periods indicated:

Six Months Ended
June 30,
2008 2007
(in thousands)

Restricted Group

Net income from continuing operatio®) € 3,531 € 4,53(
Income taxe: 3,45 4,15(
Interest expens 11,15: 14,41¢
Investment incom (2,369 (2,440
Unrealized foreign exchange gain on d (6,379 (2,269
Operating income from continuing operatic 10,39¢ 18,39¢
Add: Depreciation and amortizatit 14,33¢ 13,78¢
Operating EBITDA®) €24,73¢ €32,18¢

(1) See Note 8 of the interim consolidated financiatesnents included elsewhere herein for a recotiotfido our consolidated resul

Liquidity and Capital Resources of the Restricted Goup

The following table is a summary of selected firiahimformation for the Restricted Group for theipés indicated:

As at As at
June 30, December 31,
2008 2007

(in thousands)
Restricted Group Financial Position(@)

Cash and cash equivalel € 70,15 € 59,37:
Working capital 137,38 120,48t
Property, plant and equipme 358,25( 385,56¢
Total asset 617,93 627,85¢
Long-term liabilities 292,26 305,15¢
Shareholder equity 275,31: 278,58

(1) See Note 8 of the interim consolidated financiatesnents included elsewhere herein for a recotioiido our consolidated resul

At June 30, 2008, the Restricted Group had casltasid equivalents of € 70.2 million, compared &9€! million at December 31, 2007. At
June 30, 2008, the Restricted Group had workingalagf € 137.4 million.

As at June 30, 2008, we had not drawn any amouwtgrthe Rosenthal revolving term credit facilityddrad drawn approximately €
21.8 million under the C$40.0 million Celgar revioly credit facility.
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We expect the Restricted Group to meet its intexedtdebt service obligations and meet the workimdy maintenance capital requirements for
its operations with cash flow from operations, casthand and the revolving working capital loarilfées for the Rosenthal and Celgar mills.

Critical Accounting Policies

The preparation of financial statements and reldiedosures in conformity with GAAP requires maeagnt to make estimates and
assumptions that affect the amounts reported ifith@cial statements and accompanying notes. B&srare used for, but not limited to, the
accounting for doubtful accounts, depreciation amrtization, asset impairments, derivative finahtistruments, environmental
conservation, asset retirement obligations, pesséom post-retirement benefit obligations, incomes, and contingencies. Actual results
could differ from these estimates.

Our management routinely makes judgments and estiadout the effects of matters that are inhgremttertain. As the number of variables
and assumptions affecting the probable future wigol of the uncertainties increase, these judgaieetome even more subjective and
complex. We have identified certain accountinggie$ that are the most important to the portrayaluo current financial condition and rest
of operations.

For information about both our significant andicet accounting policies, see our annual reporftorm 10-K for the fiscal year ended
December 31, 2007.

New Accounting Standards

See Note 1 to the Company’s interim consolidatedrcial statements included in Item 1.

Cautionary Statement Regarding Forward-Looking Information

The statements in this report that are not repditeshcial results or other historical informatiare “forward-looking statements” within the
meaning of thé’rivate Securities Litigation Reform Act of 199 amended. These statements appear in a nufrifeent places in this
report and can be identified by words such asrfests”, “projects”, “expects”, “intends”, “believesplans”, or their negatives or other
comparable words. Also look for discussions oftetyg that involve risks and uncertainties. Forwimaking statements include statements
regarding the outlook for our future operationse@@sts of future costs and expenditures, the atraluof market conditions, the outcome of
legal proceedings, the adequacy of reserves, er bisiness plans. You are cautioned that any fewmatard-looking statements are not
guarantees and may involve risks and uncertairiesactual results may differ materially from thads the forward-looking statements due to
risks facing us or due to actual facts differingnfrthe assumptions underlying our estimates. Sdrtteese risks and assumptions include those
set forth in reports and other documents we hded fiith or furnished to the SEC, including in @mual report on Form 10-K for the fiscal
year ended December 31, 2007. We advise you thsétbautionary remarks expressly qualify in theiirety all forwar«-looking statements
attributable to us or persons acting on our behhifess required by law, we do not assume any atitig to update forwartboking statement
based on unanticipated events or changed expewatitowever, you should carefully review the repamd other documents we file from ti

to time with the SEC.
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Cyclical Nature of Business
Revenue

The pulp business is cyclical in nature and marfatsur principal products are characterized byqus of supply and demand imbalance,
which in turn affects product prices. Pulp markats highly competitive and are sensitive to cytlatenges in the global economy, industry
capacity and foreign exchange rates, all of whih lcave a significant influence on selling priced aur earnings. The length and magnitude
of industry cycles have varied over time but gelieraflect changes in macro economic conditiond Evels of industry capacity.

Industry capacity can fluctuate as changing ingustinditions can influence producers to idle prdaucor permanently close machines or
entire mills. In addition, to avoid substantial lca®sts in idling or closing a mill, some produceil choose to operate at a loss, sometimes
even a cash loss, which can prolong weak pricingr@enments due to oversupply. Oversupply of oudpieis can also result from producers
introducing new capacity in response to favorabieimy trends.

Demand for pulp has historically been determinedhigylevel of economic growth and has been closetiyto overall business activity.
Although pulp prices have improved commencing i lttter part of 2005 and through the first hal2608, we cannot predict the impact of
future economic weakness in certain world marketh® impact of war, terrorist activity or otheregxs on our markets.

Prices for pulp are driven by many factors outsidecontrol, and we have little influence over timeing and extent of price changes, which
often volatile. Because market conditions beyondomutrol determine the price for pulp, such pfimepulp may fall below our cash
production costs, requiring us to either incur ste@mm losses on product sales or cease produatione or more of our manufacturing
facilities. Therefore, our profitability depends wranaging our cost structure, particularly raw malke which represent a significant compor

of our operating costs and can fluctuate based €guiars beyond our control. If the prices of otwgucts decline, or if raw materials increase,
or both, demand for our products may decline arrdsales and profitability could be materially adsady affected.

Costs

Our production costs are influenced by the avditgtand cost of raw materials, energy and labad aur plant efficiencies and productivity.
Our main raw material is fiber in the form of wodkips and pulp logs. Fiber costs are primarily @#d by the supply of, and demand for,
lumber which is highly cyclical in nature and cary significantly by location. Production costscatkpend on the total volume of production.
Lower operating rates and production efficienciesrd) periods of cyclically low demand result igher average production costs and lower
margins.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We are exposed to market risks from changes imdsteates and foreign currency exchange rateicplarly the exchange rate between the
U.S. dollar and the Euro and to a lesser extenCtineadian dollar, which may affect our results pémtions and financial condition and,
consequently, our fair value. We seek to managgethisks through internal risk management policssyell as the use of derivatives. We use
derivatives to reduce or limit our exposure toiiegt rate and currency risks. We may in the futise derivatives to reduce or limit our
exposure to fluctuations in pulp prices. We alse derivatives to reduce our potential losses augment our potential gains, depending or
management’s perception of future economic evemdsdevelopments. These types of derivatives arergéin highly speculative in nature.
They are also very volatile as they are highly taged given that margin requirements are relatil@lyin proportion to notional amounts.

Many of our strategies, including the use of deies, and the types of derivatives selected byrespased on historical trading patterns and
correlations and our managemargXpectations of future events. However, thesgegiies may not be fully effective in all markevieonment:
or against all types of risks. Unexpected markeetipments may affect our risk management strasedjieing this time, and unanticipated
developments could impact our risk managementegfied in the future. If any of the variety of instrents and strategies we utilize are not
effective, we may incur losses.

All of our derivatives are marked to market at &mel of each reporting period, and all unrealizeédsyand losses are recognized in earnings for
a reporting period. We determine market valuatiesed primarily upon valuations provided by ourrtetparties.

During the first six months of 2008, we recordeduarealized gain of € 12.7 million loss before nmityinterests our outstanding interest rate
derivatives compared to realized and unrealizedsgai € 24.7 million in the comparative period 60Z.
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ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and ProcedureOur management, with the participation of our AgatExecutive Officer and Principal Financial @,
has evaluated the effectiveness of our disclosomérals and procedures (as such term is defin@®lies 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 193ds amended (the “Exchange Act”)), as of the drtHeoperiod covered by this report. Based on such
evaluation, our Principal Executive Officer andreipal Financial Officer have concluded that, athefend of such period, our disclosure
controls and procedures are effective to ensutanf@mation required to be disclosed in the répdthat are filed or submitted under the
Exchange Act is recorded, processed, summarizedegdted within the time periods specified in @@mmission’s rules and forms and to
ensure that information required to be disclosedryssuer in the reports that it files or subraitder the Exchange Act is accumulated and
communicated to management, including its Prindipadcutive Officer and Principal Financial Officas appropriate, to allow timely
decisions regarding required disclosure.

It should be noted that any system of controlsaisel in part upon certain assumptions designebt&inoreasonable (and not absolute)
assurance as to its effectiveness, and there can bssurance that any design will succeed in dicigjéts stated goals.

Changes in Internal Control3.here have been no significant changes in ournaterontrol over financial reporting (as definedRunles 13a-15
(f) and 15d-15(f) under the Exchange Act) during preriod covered by this report that have matgraffiected, or are reasonably likely to
materially affect, our internal control over finaacreporting.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject to routine litigation incidentabiar business, including those described in oustaanual report on Form 10-K for the fiscal
year ended December 31, 2007. We do not believeiteautcome of such litigation will have a maaéddverse effect on our busines:
financial condition.

ITEM 1A. RISK FACTORS

The new energy project we have commenced at ogaCatill to increase its production of “green engrgnd optimize its power generation
capacity is subject to customary risks and unagies inherent for large capital projects whichldaesult in the energy project not completing
on schedule or as budgeted. Delays to Celgar riegeqny operating permits or any required amendsiensuch permits could result in
construction delays, operational deficiencies odfag shortfalls. Furthermore, the Celgar mill @bakperience operating difficulties or delays
during the start-up period when production of “gremergy” is being ramped up. The Celgar mill mayachieve our planned power
generation or cost projections.

There can be no assurance that the amendmentsritaf®gs Renewable Energy Resources Act scheduled teefédet January 1, 2009 will |
implemented in their current form. Additional andure amendments to the Act could adversely affexeligibility of our Rosenthal and
Stendal mills to participate in this statutory miang and/or the tariffs paid thereunder. As a resaltannot predict with any certainty the
amount of future sales of surplus energy we magtbe to generate or benefits we may realize, if anysuant to this Act.

Other than inherent risks associated with the mealigted above, there have been no material clsatogene factors disclosed in Item 1A. Risk
Factors in our latest annual report on Form 104kitie fiscal year ended December 31, 2007.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

We held our annual meeting of shareholders on 3u8808. Matters voted upon and votes cast at geging were as follows:

1. Election of Directors

For Withheld Abstentions and Broker N-Votes
Jimmy S.H. Le¢ 25,154,65 95,55: —
Kenneth A. Shield 25,152,52 97,67¢ —
William D. McCartney 25,152,52 97,67¢ —
Graeme A. Witt: 25,154,65 95,55: —
Eric Lauritzen 25,154,65 95,55: —
Guy W. Adams 25,154,65 95,55: —
George Malpas 25,154,65 95,55: —
2. Appointment of our independent auditors
For Against Abstentions and Broker N-Votes
Ratification of appointment of PricewaterhouseCospé P 24,483,33 759,83¢ 7,03¢

FORM 10-Q
QUARTERLY REPORT — PAGE 38




Table of Contents

ITEM 6. EXHIBITS

Exhibit o

No. Description

311 Section 302 Certification of Chief Executive Offic

31.2 Section 302 Certification of Chief Financial Offic

32.1* Section 906 Certification of Chief Executive Offic

32.2* Section 906 Certification of Chief Financial Offic

* In accordance with Release-8212 of the Commission, these Certifications: (8“furnishe’ to the Commission and are r“filed” for

the purposes of liability under the Securities Eaale Act of 1934, as amended; and (ii) are noetsubject to automatic incorporation
by reference into any of the Company’s registratitiements filed under the Securities Act of 12&3amended for the purposes of
liability thereunder or any offering memorandumlass the Company specifically incorporates themeligrence thereir
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SIGNATURES
Pursuant to the requirements of Becurities Exchange Act of 193the Registrant has duly caused this report tsigreed on its behalf by the
undersigned, thereunto duly authorized.
MERCER INTERNATIONAL INC.

By: /s/ David M. Gandossi
David M. Gandoss|
Secretary and Chief Financial Offici

Date: July 31, 2008
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EXHIBIT 31.1

CERTIFICATION OF PERIODIC REPORT

I, Jimmy S.H. Lee, certify that:

1. I have reviewed this quarterly report on Forn-Q of Mercer International Inc. (tt*Registrar”);

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtéte a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théople presented in this repa

4. The Registrans other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the Registrant and hay

a)

b)

<)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to us
by others with those entities, particularly durthg period in which this report is being prepal

Designed such internal control over financial reéijpgr or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealyepted accounting principle

Evaluated the effectiveness of the Regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

Disclosed in this report any change in the Regi¢'s internal control over financial reporting thatoaed during the Registre' s
most recent fiscal quarter (the Registrant’s fofigtbal quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the Redist’ s internal control over financial reporting; &

5. The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatiortiernal control over financial reporting,
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing theéwedent functions)

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which au
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

Any fraud, whether or not material, thatolhwes management or other employees who have disagnt role in the Registrant’s
internal control over financial reportin

Date: July 31, 2008

/s/ Jimmy S.H. Lee
Jimmy S.H. Lee
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF PERIODIC REPORT

I, David M. Gandossi, certify that:

1. I have reviewed this quarterly report on Forn-Q of Mercer International Inc. (tt*Registrar”);

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtéte a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théople presented in this repa

4. The Registrans other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the Registrant and hay

a)

b)

<)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to us
by others with those entities, particularly durthg period in which this report is being prepal

Designed such internal control over financial reéijpgr or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealyepted accounting principle

Evaluated the effectiveness of the Regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

Disclosed in this report any change in the Regi¢'s internal control over financial reporting thatoaed during the Registre' s
most recent fiscal quarter (the Registrant’s fofigtbal quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the Redist’ s internal control over financial reporting; &

5. The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatiortiernal control over financial reporting,
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing theéwedent functions)

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which au
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

Any fraud, whether or not material, thatolhwes management or other employees who have disagnt role in the Registrant’s
internal control over financial reportin

Date: July 31, 2008

/s/ David M. Gandossi
David M. Gandossi|
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION OF PERIODIC REPORT

I, Jimmy S.H. Lee, Chief Executive Officer of Merdaternational Inc. (the “Company”), certify puesit to Section 906 of thearbanexley
Act of 200Z, 18 U.S.C. Section 1350, that:

(1) the Quarterly Report on Form-Q of the Company for the quarterly period endece2®, 2008 (th“Repor”) fully complies with the
requirements of Section 13(a) of 1Securities Exchange Act of 19(15 U.S.C. 78m or 780(d)); aI

(2) theinformation contained in the Reportlfgpresents, in all material respects, the finahcondition and results of operations of the
Company.

Dated: July 31, 2008
/s/ Jimmy S.H. Lee

Jimmy S.H. Lee
Chief Executive Officer

A signed original of this written statement reqdil®y Section 906 has been provided to Mercer laténal Inc. and will be retained by Mer
International Inc. and furnished to the Securiied Exchange Commission or its staff upon request.



EXHIBIT 32.2

CERTIFICATION OF PERIODIC REPORT

I, David M. Gandossi, Chief Financial Officer of Merdeternational Inc. (the “Company”), certify puesit to Section 906 of thearbanes-
Oxley Act of 200218 U.S.C. Section 1350, that:

(1) the Quarterly Report on Form-Q of the Company for the quarterly period endece2®, 2008 (th“Repor”) fully complies with the
requirements of Section 13(a) of 1Securities Exchange Act of 19(15 U.S.C. 78m or 780(d)); aI

(2) theinformation contained in the Reportlfgpresents, in all material respects, the finahcondition and results of operations of the
Company.

Dated: July 31, 2008
/s/ David M. Gandossi

David M. Gandossi
Chief Financial Officer

A signed original of this written statement reqdil®y Section 906 has been provided to Mercer laténal Inc. and will be retained by Mer
International Inc. and furnished to the Securiied Exchange Commission or its staff upon request.





