


What Can Be Expected In Terms of the Future?

How safe is my pension?

Recent events have increased the uncertainty and volatility in all
markets and will no doubt result in you wondering about the
security of your pension. The majority of the Pulp and Paper
Industry Pension Plan’s (the “Plan”) assets are invested in high
quality bonds in the Canadian market. Although a small portion
of the assets is invested in the stock market and other
investments, the Plan’s assets as a whole have been largely
unaffected by the recent declines in global equity markets. The
Trustees are confident that the assets in the Plan are more than
sufficient to cover current pensions in pay and the accrued
pensions of all active and terminated vested participants.

What is the Plan’s current
investment strategy?

The Trustees have adopted an investment strategy where most of
the Plan’s assets are invested in a portfolio of Canadian high
quality government and corporate-issued bonds. The Trustees
believe that this portfolio provides the most effective protection
to pension benefits against the threat of decreasing interest rates
and the volatility of the stock market. It also ensures that the
Trustees are able to meet their benefit payment obligations if
interest rates increase or stay the same. This strategy allows the
Trustees to meet their primary investment objective, which
is the delivery of your benefits with a high degree of
certainty. It also avoids the risk and volatility associated with
the stock market.

This bond portfolio has been designed to generate sufficient
funds to pay the amount of benefits set out in the Plan.
Although this portfolio may increase and decrease in market
value as interest rates move correspondingly down and up, the
portfolio is designed to nevertheless always produce the income
needed to provide the expected benefit payments. This very
important feature of a bond portfolio cannot be duplicated by
investing in the stock market where, as we have seen recently,
many other external factors affect changes in the value of
stocks.

This investment strategy puts your Plan in the unique position of
not being severely affected by stock market performance or
changes in interest rates. In either event, the security of your
benefits is protected.

Questions??? Contact your Pulp & Paper Pension Plan Administrator at:

Toll free: 1 888 384 7555 or Email: pulp@mercer.com
Suite 900, Bentall 5, 550 Burrard Street, Vancouver, BC V6C 3S8

What is a bond?

A bond is a promise made by the issuer — usually a
government or corporation — to pay a set or predetermined
series of payments to the bondholder. This is similar to the
Trustees’ promise to pay a pension to you, a Plan member, for
your lifetime. The relationship between a bond’s value and
interest rates is the same as the relationship between a pension
plan liability and interest rates. As interest rates increase, the
value of the bond decreases; conversely, as rates decrease, the
value of the bond increases.

Bonds that make a series of payments can be purchased; these
payments closely match the pension payments that are to be
paid out of the Pension Fund. As interest rates rise or fall, the
value of the bonds will fall or rise. However, regardless of
changes to the current market value of the bonds, the same
face value of the bond will be received by the Trustees and
then used to pay pension benefits from the Plan.




