Form 5500 Annual Return/Report of Employee Benefit Plan OMB Nos. 12100110

This form is required to be filed for employee benefit plans under sections 104

Department of the Treasury and 4065 of the Employee Retirement Income Security Act of 1974 (ERISA) and
Intemal Revenue Service sections 6047(e), and 6058(a) of the Internal Revenue Code (the Code). 2009
Department of Labor ) . .
Employee Benefits Security » Complete all entries in accordance with
Administration the instructions to the Form 5500.
Pension Benefit Guaranty Corporation This Form is Open to Public
Inspection
Part | | Annual Report Identification Information
For calendar plan year 2009 or fiscal plan year beginning  01/01/2009 and ending  12/31/2009
A This return/report is for: D a multiemployer plan; |:| a multiple-employer plan; or
a single-employer plan; D a DFE (specify)
B This returnireport is: D the first return/report; D the final return/report;
an amended return/report; |:| a short plan year return/report (less than 12 months).
C Ifthe plan is a collectively-bargained plan, check here. . . . ... ... .. . . . . . . . » D
D cCheck box if filing under: Form 5558; |:| automatic extension; |:| the DFVC program;
|:| special extension (enter description)
Part I Basic Plan Information—enter all requested information
1a Name of plan 1b Three-digit plan 001
PAC PAPER, INC. EMPLOYEE 401(K) INVESTMENT PLAN number (PN) »
1c Effective date of plan
01/01/1991
2a Plan sponsor's name and address (employer, if for a single-employer plan) 2b Employer Identification
(Address should include room or suite no.) Number (EIN)
PAC PAPER, INC. 91-0962521
2C Sponsor's telephone
number
360-695-7771
6416 NW WHITNEY ROAD 6416 NW WHITNEY ROAD -
VANCOUVER, WA 98665 VANCOUVER, WA 98665 2d Business code (see
instructions)
322200

Caution: A penalty for the late or incomplete filing of this return/report will be assessed unless reasonable cause is established.

Under penalties of perjury and other penalties set forth in the instructions, | declare that | have examined this return/report, including accompanying schedules,
statements and attachments, as well as the electronic version of this return/report, and to the best of my knowledge and belief, it is true, correct, and complete.

SIGN [Filed with authorized/valid electronic signature. 10/12/2011 STEVEN MARKS
HERE
Signature of plan administrator Date Enter name of individual signing as plan administrator
SIGN
HERE
Signature of employer/plan sponsor Date Enter name of individual signing as employer or plan sponsor
SIGN
HERE
Signature of DFE Date Enter name of individual signing as DFE
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500. Form 5500 (2009)

v.092307.1




Form 5500 (2009)

Page 2

3a Plan administrator's name and address (if same as plan sponsor, enter “Same”)

PAC PAPER

, INC.

6416 NW WHITNEY ROAD
VANCOUVER, WA 98665

3b Administrator's EIN
91-0962521

3C Administrator’s telephone
number
360-695-7771

4 If the name and/or EIN of the plan sponsor has changed since the last return/report filed for this plan, enter the name, EIN and 4b EIN
the plan number from the last return/report:
a Sponsor's name 4c PN
5  Total number of participants at the beginning of the plan year 5 146
6  Number of participants as of the end of the plan year (welfare plans complete only lines 6a, 6b, 6¢, and 6d).
@ ACHVE PAITICIPANES. ........vvvetetieies ettt ettt ettt eae e ee s b et s et s e e s s e s e s e b et esese e s e s e b et e s e s et e s et s eas et es s et et et et ess e s s b sesesesenn ] 6a 137
b Retired or separated participants reCEIVING DENEFILS. .............o.oueeee oot ee e ee e eeeen e 6b 0
C Other retired or separated participants entitled to future DEeNEfitS..........c..ooi i 6¢C 0
A Subtotal. Add INES B, BB, ANA BC........c.eeeeeeeeeeeeeeeeeeeet et e ettt et et e e e et et etee et et e et ee e st et ee et e st eeeee s s et ee et eesaeeeee e eesaeed 6d 137
€ Deceased participants whose beneficiaries are receiving or are entitled to receive benefits.........cccoccvveicee i 6e 0
T Total. Add INES B ANA BE........eeeeececeeeeieeee ettt e s et s s ee e esen s s e et et e e es s e s eae e e st esennensasenneesseneneasened 6f 137
0 Number of participants with account balances as of the end of the plan year (only defined contribution plans
COMPIETE thIS IEEIM)......vvvseeececeete ettt sttt e st s st e s e e s e sttt s s s s b e st e s e s et et e st et sn s s s et es s s s s eanseseses s s e 69 116
h  Number of participants that terminated employment during the plan year with accrued benefits that were
€SS thAN 100%6 VESIEM.......cu.vveiessiestiresessesessesesessssessesssssssssssisssssnssssssssssssssssssessssnsssssssssssnssssnssssssssansssssssssssnssssnssssssnssssnsssassnsassd 6h 6
7  Enter the total number of employers obligated to contribute to the plan (only multiemployer plans complete this item) ......., 7

8a If the plan provides pension benefits, enter the applicable pension feature codes from the List of Plan Characteristic Codes in the instructions:

2E 2F

2G 23 2K 25 2T 3D

b If the plan provides welfare benefits, enter the applicable welfare feature codes from the List of Plan Characteristic Codes in the instructions:

9a Plan funding arrangement (check all that apply)

9b Plan benefit arrangement (check all that apply)

1) Insurance (1) Insurance

2) Code section 412(e)(3) insurance contracts 2) Code section 412(e)(3) insurance contracts

3) X|  Trust 3) X Trust

(4) General assets of the sponsor 4) General assets of the sponsor

10 cCheck all applicable boxes in 10a and 10b to indicate which schedules are attached, and, where indicated, enter the number attached. (See instructions)
a Pension Schedules b General Schedules

Q) X| R (Retirement Plan Information) 1) X H (Financial Information)

2) MB (Multiemployer Defined Benefit Plan and Certain Money 2) | (Financial Information — Small Plan)
Purchase Plan Actuarial Information) - signed by the plan 3 ___ A (Insurance Information)
actuary 4) X C (Service Provider Information)

©) D SB (Single-Employer Defined Benefit Plan Actuarial (5) | D (DFE/Participating Plan Information)
Information) - signed by the plan actuary (6) G (Financial Transaction Schedules)




SCHEDULE C Service Provider Information OMS No. 1210-0110
(Form 5500)

Department of the Treasury This schedule is required to be filed under section 104 of the Employee 2009
Internal Revenue Service Retirement Income Security Act of 1974 (ERISA).
Department of Labor .
Employee Benefits Security Administration P File as an attachment to Form 5500. This Form is Open to Public
Pension Benefit Guaranty Corporation Inspection.
For calendar plan year 2009 or fiscal plan year beginning 01/01/2009 and ending  12/31/2009
éA,\éaQ:PoEflglélllr\]lC EMPLOYEE 401(K) INVESTMENT PLAN B Three-digi
e * plan number (PN) 4 001

C Plan sponsor’s name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
PAC PAPER, INC. 91-0962521

Part | |(Service Provider Information (see instructions)

You must complete this Part, in accordance with the instructions, to report the information required for each person who received, directly or indirectly, $5,000
or more in total compensation (i.e., money or anything else of monetary value) in connection with services rendered to the plan or the person's position with the
plan during the plan year. If a person received only eligible indirect compensation for which the plan received the required disclosures, you are required to
answer line 1 but are not required to include that person when completing the remainder of this Part.

1 Information on Persons Receiving Only Eligible Indirect Compensation
a Check "Yes" or "No" to indicate whether you are excluding a person from the remainder of this Part because they received only eligible
indirect compensation for which the plan received the required disclosures (see instructions for definitions and conditions).. . ............. Yes D No

b If you answered line 1a “Yes,” enter the name and EIN or address of each person providing the required disclosures for the service providers who
received only eligible indirect compensation. Complete as many entries as needed (see instructions).

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

FIIOC
04-2647786
(b) Enter name and EIN or address of person who provided you disclosure on eligible indirect compensation
(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation
(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500 Schedule C (Form 5500) 2009

v.092308.1



Schedule C (Form 5500) 2009 Page 2-|1

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation

(b) Enter name and EIN or address of person who provided you disclosures on eligible indirect compensation
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2. Information on Other Service Providers Receiving Direct or Indirect Compensation. Except for those persons for whom you
answered “yes” to line 1a above, complete as many entries as needed to list each person receiving, directly or indirectly, $5,000 or more in total compensation
(i.e., money or anything else of value) in connection with services rendered to the plan or their position with the plan during the plan year. (See instructions).

() Enter name and EIN or address (see instructions)

FIDELITY INVESTMENTS INSTITUTIONAL

04-2647786
(b) (c) (d) (e) () 9) (h)
Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or
person known to be
a party-in-interest

by the plan. If none,
enter -0-.

compensation? (sources
other than plan or plan
Sponsor)

compensation, for which the
plan received the required
disclosures?

service provider excluding
eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

formula instead of
an amount or
estimated amount?

60 64 65 37

RECORDKEEPER

5164

Yes No D

Yes No [[

Yes No D

(a) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)
Enter direct
compensation paid
by the plan. If none,
enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
Sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

(@)

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No D

Yes |:[ No D

Yes D No D

(@) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)
Enter direct
compensation paid
by the plan. If none,
enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
Sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

(9)

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No |:|

Yes D No D

Yes D No D
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(a) Enter name and EIN or address (see instructions)

(b)

(c)

(d)

()

()

@)

(h)

Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service
Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a
organization, or  |by the plan. If none,| compensation? (sources | compensation, for which the | service provider excluding | formula instead of

person known to be enter -0-. other than plan or plan plan received the required eligible indirect an amount or
a party-in-interest sponsor) disclosures? compensation for which you |estimated amount?
answered “Yes” to element
(). If none, enter -0-.
YesD NOD YesD NOD YesD No|:|
(a) Enter name and EIN or address (see instructions)
(b) (c) (d) (e) ) (9) (h)

Service Relationship to Enter direct Did service provider Did indirect compensation Enter total indirect Did the service

Code(s) |employer, employee | compensation paid receive indirect include eligible indirect compensation received by |provider give you a

organization, or
person known to be
a party-in-interest

by the plan. If none,
enter -O-.

compensation? (sources
other than plan or plan
Sponsor)

compensation, for which the
plan received the required
disclosures?

service provider excluding
eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

formula instead of
an amount or
estimated amount?

Yes D No D

Yes D No D

Yes D No D

(a) Enter name and EIN or address (see instructions)

(b)
Service
Code(s)

(c)
Relationship to
employer, employee
organization, or
person known to be
a party-in-interest

(d)
Enter direct
compensation paid
by the plan. If none,
enter -0-.

(e)

Did service provider
receive indirect
compensation? (sources
other than plan or plan
sponsor)

()

Did indirect compensation
include eligible indirect
compensation, for which the
plan received the required
disclosures?

Enter total indirect
compensation received by
service provider excluding

eligible indirect
compensation for which you
answered “Yes” to element
(f). If none, enter -0-.

(h)

Did the service
provider give you a
formula instead of

an amount or
estimated amount?

Yes D No |:[

Yes D No |:[

Yes |:| No D
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Part | |Service Provider Information (continued)

3 If you reported on line 2 receipt of indirect compensation, other than eligible indirect compensation, by a service provider, and the service provider is a fiduciary
or provides contract administrator, consulting, custodial, investment advisory, investment management, broker, or recordkeeping services, answer the following
questions for (a) each source from whom the service provider received $1,000 or more in indirect compensation and (b) each source for whom the service
provider gave you a formula used to determine the indirect compensation instead of an amount or estimated amount of the indirect compensation. Complete as

many entries as needed to report the required information for each source.

(a) Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(C) Enter amount of indirect
compensation

FIDELITY INVESTMENTS INSTITUTIONAL

60

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

ABF LG CAP VAL INV - STATE STREET B

04-1867445

0.35%

() Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(c) Enter amount of indirect
compensation

FIDELITY INVESTMENTS INSTITUTIONAL

60

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

RAINIER SM/MID CAP - US BANCORP FUN

39-0281260

0.35%

() Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(¢) Enter amount of indirect
compensation

FIDELITY INVESTMENTS INSTITUTIONAL

60

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

ROYCE OPPORTUNITY S - BOSTON FINANC

04-2526037

0.45%
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Part | |Service Provider Information (continued)

3 If you reported on line 2 receipt of indirect compensation, other than eligible indirect compensation, by a service provider, and the service provider is a fiduciary
or provides contract administrator, consulting, custodial, investment advisory, investment management, broker, or recordkeeping services, answer the following
questions for (a) each source from whom the service provider received $1,000 or more in indirect compensation and (b) each source for whom the service
provider gave you a formula used to determine the indirect compensation instead of an amount or estimated amount of the indirect compensation. Complete as

many entries as needed to report the required information for each source.

(a) Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(C) Enter amount of indirect
compensation

FIDELITY INVESTMENTS INSTITUTIONAL

60

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

RS PARTNERS A - BOSTON FINANCIAL DA

04-2526037

0.55%

() Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(c) Enter amount of indirect
compensation

FIDELITY INVESTMENTS INSTITUTIONAL

60

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.

TMPL GLOBAL BOND A - FRANKLIN TEMPL

94-3167260

0.25%

() Enter service provider name as it appears on line 2

(b) service Codes
(see instructions)

(¢) Enter amount of indirect
compensation

(d) Enter name and EIN (address) of source of indirect compensation

(e) Describe the indirect compensation, including any
formula used to determine the service provider’s eligibility
for or the amount of the indirect compensation.
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‘ Part Il | Service Providers Who Fail or Refuse to Provide Information

4

Provide, to the extent possible, the following information for each service provider who failed or refused to provide the information necessary to complete

this Schedule.

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(c) Describe the information that the service provider failed or refused to
provide

(a) Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(c) Describe the information that the service provider failed or refused to
provide

() Enter name and EIN or address of service provider (see
instructions)

(b) Nature of
Service
Code(s)

(C) Describe the information that the service provider failed or refused to
provide
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Schedule C (Form 5500) 2009

Part Ill | Termination Information on Accountants and Enrolled Actuaries (see instructions)

(complete as many entries as needed)
b EIN:

a Name:

C Position:
€ Telephone:

d Address:

Explanation:

b EIN:

a Name:

C Position:
€ Telephone:

d Address:

Explanation:

b EIN:

a Name:
C Position:
€ Telephone:

d Address:

Explanation:

b EIN;

a Name:

C Position:
€ Telephone:

d Address:

Explanation:

b EIN;

a Name:
C  Position:
€ Telephone:

d Address:

Explanation:




SCHEDULEH
(Form 5500)

Department of the Treasury
Internal Revenue Service

Department of Labor
Employee Benefits Security Administration

Financial Information

This schedule is required to be filed under section 104 of the Employee
Retirement Income Security Act of 1974 (ERISA), and section 6058(a) of the
Internal Revenue Code (the Code).

» File as an attachment to Form 5500.

OMB No. 1210-0110

2009

This Form is Open to Public

Pension Benefit Guaranty Corporation Inspection
For calendar plan year 2009 or fiscal plan year beginning  01/01/2009 and ending  12/31/2009
A Name of plan B  Three-digit
PAC PAPER, INC. EMPLOYEE 401(K) INVESTMENT PLAN plan number (PN) > 001

C Plan sponsor’s name as shown on line 2a of Form 5500
PAC PAPER, INC.

91-0962521

D Employer Identification Number (EIN)

Part | |Asset and Liability Statement

1 cCurrent value of plan assets and liabilities at the beginning and end of the plan year. Combine the value of plan assets held in more than one trust. Report
the value of the plan’s interest in a commingled fund containing the assets of more than one plan on a line-by-line basis unless the value is reportable on
lines 1c(9) through 1c(14). Do not enter the value of that portion of an insurance contract which guarantees, during this plan year, to pay a specific dollar
benefit at a future date. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 |IEs do not complete lines 1b(1), 1b(2), 1c(8), 1g, 1h,
and 1i. CCTs, PSAs, and 103-12 IEs also do not complete lines 1d and le. See instructions.

Assets (a) Beginning of Year (b) End of Year
a Total noninterest-bearing cash ..o la
b Receivables (less allowance for doubtful accounts):
(1) EMPIOYEr CONTIDULIONS ... 1b(1)
(2) Participant CoNtBULONS ............c..overerereeerreseeeseeseeseessessessesseessessesses s 1b(2)
(B) OUNEI..eoooeieeeeeeee e 1b(3)
C General investments:
(1) Interest-bearing cash (include money market accounts & certificates 1c(1)
OF HEPOSIE) ...ttt eneenen 180920 352069
(2) U.S. GOVEINMEN SECUMLIES ........cevoeereeeeeeeeeseeeese e en s 1c(2)
(3) Corporate debt instruments (other than employer securities):
(A) PIEIEITEM ..ot 1c(3)(A)
(B) Al OtNET ..ot 1c(3)(B)
(4) Corporate stocks (other than employer securities):
(A) Preferred... 1c(4)(A)
(B) COMMON ..., 1c(4)(B)
(5) Partnership/joint venture interests ................... 1c(5)
(6) Real estate (other than employer real property) 1c(6)
(7) Loans (other than to PartiCiPants) .............ccoeeveueveeeriesesinsessessenessenens 1c(7)
(8) PartiCIPANT IOANS ........ovoveeeeeeeeeeeeeeeeeee e s s 1c(8) 66839 75697
(9) Value of interest in common/collective truStS...............ocoovevevrererereeennn. 1c(9)
(10) Value of interest in pooled separate aCCOUNES...........ccevcveeerrieeeiiineeennnne. 1c(10)
(11) Value of interest in master trust investment accounts .............ccoccceeenee. 1c(11)
(12) Value of interest in 103-12 investment entities ...............oococvveerevreeeann. 1c(12)
(13) Value of interest in registered investment companies (e.g., mutual 1¢c(13
FUNAS) .ottt oot ot 13 2429490 3207760
(14) Value of funds held in insurance company general account (unallocated 1c(14)
[o10] 11 =Tt ) O OO O PP PPRPPPPRN
(15) ONET ...ttt 1c(15)

For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500

Schedule H (Form 5500) 2009
v.092308.1



Schedule H (Form 5500) 2009

Page 2

1d Employer-related investments:
(1) EMPIOYEN SECUNTIES ....eeiiiiieiiiee ettt e e
(2) EMPIOYEr real PrOPEITY .....eeeiiiiiieiiiee ettt
€ Buildings and other property used in plan operation..............ccoovevcvveniiniiennenns
f Total assets (add all amounts in lines 1a through 1€) .........cccccccevvevveereveriernnnn.
Liabilities
g Benefit claims payable ...,
N Operating PAYADBIES ...........cc.oveiieeceeieeeeeeceee e
I ACQUISItION INAEDLEANESS .........cvvveceieeeieecee et
J ONEr HADMITES. . .eucveereeeei e
K Total liabilities (add all amounts in lines 1g through1j) .......cccccccoevevrrercrrrennnne.
Net Assets

| Net assets (subtract line 1k from liN@ 1f).........cccevrveurvereereeerereeeereeees e

(a) Beginning of Year

(b) End of Year

1d(1)

1d(2)

le

1f

2677249

3725526

19

1lh

1i

1j

1k

u_ |

2677249

3725526

Part Il |Income and Expense Statement

2 Plan income, expenses, and changes in net assets for the year. Include all income and expenses of the plan, including any trust(s) or separately maintained
fund(s) and any payments/receipts to/from insurance carriers. Round off amounts to the nearest dollar. MTIAs, CCTs, PSAs, and 103-12 |Es do not complete

lines 2a, 2b(1)(E), 2e, 2f, and 2g.
Income
a Contributions:
(1) Received or receivable in cash from: (A) Employers.........ccccoceviiveininnenns
(B)  PArICIPANTS ...eeeiiiieeiiiee ettt
(C) Others (iNCluding rOIIOVEIS) ......ccooiiieiiiii e
(2) Noncash CONLHBULIONS .........coiiiiiiiiiie i
(3) Total contributions. Add lines 2a(1)(A), (B), (C), and line 2a(2) .................
b Earnings on investments:

(1) Interest:

(A) Interest-bearing cash (including money market accounts and
certificates of dePOSIt) .......ccevviiiiiiiiii e

(B) U.S. GOVErNMENt SECUNLIES .....cvvieureeiiiiiiie ittt
(C) Corporate debt INStTUMENLS .........coocviiiiieiiiiieiee e
(D) Loans (other than to participants) .........cccccceeuveieeriieiieenieeee e
(E) Participant loaNnS .........ccveiiiiiieiiieiee et
(F) ORI .
(G) Total interest. Add lines 2b(1)(A) through (F) .....cccccovieiiiiiiiniiiiien

(2) Dividends: (A) Preferred StOCK........ccciiiiiiiiiiiiiiiciccerceecec e
(B)  COMMON SEOCK .....uviirieiieiitiesiee sttt
(C) Registered investment company shares (e.g. mutual funds)..............
(D) Total dividends. Add lines 2b(2)(A), (B), and (C)

(B) RENES .t

(4) Net gain (loss) on sale of assets: (A) Aggregate proceeds ...........ccccueeenne.
(B) Aggregate carrying amount (See iNStructions) ............cceceeeveeriiieinennns
(C) Subtract line 2b(4)(B) from line 2b(4)(A) and enter result..................

(a) Amount

(b) Total

2a(1)(A)

219403

2a(1)(B)

229596

2a(1)(C)

2a(2)

2a(3)

448999

2b(1)(A)

2038

2b(1)(B)

2b(1)(C)

2b(1)(D)

2b(1)(E)

5718

2b(1)(F)

2b(1)(G)

7756

2b(2)(A)

2b(2)(B)

2b(2)(C)

78112

2b(2)(D)

2b(3)

78112

2b(4)(A)

2b(4)(B)

2b(4)(C)




Schedule H (Form 5500) 2009

2b (5) Unrealized appreciation (depreciation) of assets: (A) Real estate..............ccoo.......

(B)  OtNET . e

(C) Total unrealized appreciation of assets.
Add [iNes 2b(5)(A) aNd (B)....ccoiueieiiiiieaiiie e

(6) Net investment gain (loss) from common/collective trusts.............ccccceeenee
(7) Netinvestment gain (loss) from pooled separate accounts...............ccee.....
(8) Net investment gain (loss) from master trust investment accounts ............

(9) Netinvestment gain (loss) from 103-12 investment entities ..............c.......

(10) Net investment gain (loss) from registered investment
companies (€.g., Mutual fuNdS).........cccceeiiiieeiiire e

C Other INCOME..... ittt
d Total income. Add all income amounts in column (b) and enter total......................
Expenses

€ Benefit payment and payments to provide benefits:

(1) Directly to participants or beneficiaries, including direct rollovers ..............
(2) To insurance carriers for the provision of benefits.........cccccveveiviive e,
2 T 1T USSP
(4) Total benefit payments. Add lines 2e(1) through (3)......cccccevveveviiineeiiieennns
Corrective distributions (S€e INStrUCIONS) ........cueiiiiiiiiiiiie e

Certain deemed distributions of participant loans (see instructions).................

oKQ

INEEIEST EXPENSE. ..ottt e et e et e e e e e e

Administrative expenses: (1) Professional fees.........cccoooviiiiiieiiiiiiiiienieen,
(2) Contract adminiStrator fEES.........cccvveiiireeriiee e s e see e se e seee e e
(3) Investment advisory and management fEeS .........ccccevvveeevieesiiieesieee s
[y T 1 - SRS
(5) Total administrative expenses. Add lines 2i(1) through (4).........ccceevvveennns
j Total expenses. Add all expense amounts in column (b) and enter total.........
Net Income and Reconciliation

k Net income (loss). Subtract line 2j from line 2d

| Transfers of assets:
[0 T o R {3 ] - L S OUSSSRNS
(2) From thisS PIAN ....ccvieeeiiie et e e e e et e e enae e

(a) Amount

(b) Total

2b(5)(A)

2b(5)(B)

2b(3)(C)

2b(6)

2b(7)

2b(8)

2b(9)

2b(10)

2c

2d

707045

1241912

2e(1)

185322

2e(2)

2e(3)

2e(4)

2f

29

2h

185322

2434

711

2i(1)

2i(2)

2i(3)

2i(4)

5168

2i(5)

2j

5168

193635

2k

21(1)

21(2)

1048277

Part Ill | Accountant’s Opinion

3 Complete lines 3a through 3c if the opinion of an independent qualified public accountant is attached to this Form 5500. Complete line 3d if an opinion is not

attached.

a The attached opinion of an independent qualified public accountant for this plan is (see instructions):
@[] unquaiified  (2)[ ] Qualified (3) [{ Disclaimer @) [ ] Adverse

b Did the accountant perform a limited scope audit pursuant to 29 CFR 2520.103-8 and/or 103-12(d)?

Yes |:| No

C Enter the name and EIN of the accountant (or accounting firm) below:

(1) Name: MAGINNIS & CAREY LLP

(2) EIN: 93-0567723

d The opinion of an independent qualified public accountant is not attached because:
1) D This form is filed for a CCT, PSA, or MTIA.  (2) D It will be attached to the next Form 5500 pursuant to 29 CFR 2520.104-50.
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Part IV |Compliance Questions

4 CCTs and PSAs do not complete Part IV. MTIAs, 103-12 IEs, and GlAs do not complete 4a, 4e, 4f, 4g, 4h, 4k, 4m, 4n, or 5.
103-12 IEs also do not complete 4j and 4l. MTIAs also do not complete 4l.
During the plan year: Yes No Amount
a Was there a failure to transmit to the plan any participant contributions within the time
period described in 29 CFR 2510.3-102? Continue to answer “Yes” for any prior year failures
until fully corrected. (See instructions and DOL'’s Voluntary Fiduciary Correction Program.)...... 4a X
b Were any loans by the plan or fixed income obligations due the plan in default as of the
close of the plan year or classified during the year as uncollectible? Disregard participant loans
secured by participant’s account balance. (Attach Schedule G (Form 5500) Part | if “Yes” is X
CRECKEA.) .ttt b ettt e ettt et b et 4b
C  Were any leases to which the plan was a party in default or classified during the year as
uncollectible? (Attach Schedule G (Form 5500) Part Il if “Yes” is checked.) ........cccccvviviveennnns 4c X
d  Were there any nonexempt transactions with any party-in-interest? (Do not include transactions
reported on line 4a. Attach Schedule G (Form 5500) Part Ill if “Yes” is X
(o1 Lol (=T 1 TP PP TP PR RUPI 4d
€  Was this plan covered by a fidelity BONA?.............ccoviioiiiececececceee e 4e X 500000
f Did the plan have a loss, whether or not reimbursed by the plan’s fidelity bond, that was caused
BY fraud OF GISNONESIY? ......c..oeveivieeeeceeeeee e 4f X
g Did the plan hold any assets whose current value was neither readily determinable on an
established market nor set by an independent third party appraiser? .........ccccceceevvvveeiceeesiveeenns 4q X
h  Did the plan receive any noncash contributions whose value was neither readily
determinable on an established market nor set by an independent third party appraiser? ......... ah X
i Did the plan have assets held for investment? (Attach schedule(s) of assets if “Yes” is checked,
and see instructions for format requIremMents.)..........ccccceiiiiiiiiiii i 4i X
j Were any plan transactions or series of transactions in excess of 5% of the current
value of plan assets? (Attach schedule of transactions if “Yes” is checked, and
see instructions for format reqUIreMENTS.).......coouiiiiiiiieii e 4 X
k  Were all the plan assets either distributed to participants or beneficiaries, transferred to another
plan, or brought under the control of the PBGC?.........cccocviiiiiiiiiiiii e Ak X
| Has the plan failed to provide any benefit when due under the plan? ..........cccccooieiiiiiiniciene 4 X
m If this is an individual account plan, was there a blackout period? (See instructions and 29 CFR
2520.00L3.) coovvoe oo am X
N If 4m was answered “Yes,” check the “Yes” box if you either provided the required notice or one
of the exceptions to providing the notice applied under 29 CFR 2520.101-3. .......cccceviiveevinnene 4an X
5a Has aresolution to terminate the plan been adopted during the plan year or any prior plan year?
If yes, enter the amount of any plan assets that reverted to the employer this year..............ccccceeenueee. D Yes No Amount:
5b  If, during this plan year, any assets or liabilities were transferred from this plan to another plan(s), identify the plan(s) to which assets or liabilities were

transferred. (See instructions.)

5b(1) Name of plan(s)

5b(2) EIN(s)

5b(3) PN(s)




OMB No. 1210-0110

SCHEDULE R Retirement Plan Information

This schedule is required to be filed under section 104 and 4065 of the

D rti t of the T
mteral Revenuo Seros. Employee Retirement Income Security Act of 1974 (ERISA) and section

Internal Revenue Service

6058(a) of the Internal Revenue Code (the Code).

Department of Labor . . .
r ) A This Form is Open to Public
Employee Benefits Security Administration b File as an attachment to Form 5500. Inspection.
Pension Benefit Guaranty Corporation
For calendar plan year 2009 or fiscal plan year beginning ~ 01/01/2009 and ending 12/31/2009
A Name of plan B Three-digit
PAC PAPER, INC. EMPLOYEE 401(K) INVESTMENT PLAN plan number
(PN) » 001
C Plan sponsor's name as shown on line 2a of Form 5500 D Employer Identification Number (EIN)
PAC PAPER, INC.
91-0962521

‘ Part | ‘ Distributions

All references to distributions relate only to payments of benefits during the plan year.

1 Total value of distributions paid in property other than in cash or the forms of property specified in the
INSTIUCTIONS ... h et h e e b e e s b e e s b e s b e e st e b e e e b e e b e e e b e e sb e e s e e e sbe s s aneeeree s 1

0

2 Enter the EIN(s) of payor(s) who paid benefits on behalf of the plan to participants or beneficiaries during the year (if more than two, enter EINs of the two

payors who paid the greatest dollar amounts of benefits):
EIN(s): 04-6568107

Profit-sharing plans, ESOPs, and stock bonus plans, skip line 3.

3 Number of participants (living or deceased) whose benefits were distributed in a single sum, during the plan
D=L LTSS PSP TP R U SOOPT PR OPRTRURP 3

Part Il Funding Information (if the plan is not subject to the minimum funding requirements of section of 412 of the Internal Revenue Code or

ERISA section 302, skip this Part)

4 |sthe plan administrator making an election under Code section 412(d)(2) or ERISA section 302(d)(2)?........ccevrerrvernnes D Yes D No

If the plan is a defined benefit plan, go to line 8.

5  If a waiver of the minimum funding standard for a prior year is being amortized in this

[] na

plan year, see instructions and enter the date of the ruling letter granting the waiver. Date: Month Day Year
If you completed line 5, complete lines 3, 9, and 10 of Schedule MB and do not complete the remainder of this schedule.

6 a Enter the minimum required contribution for thiS PIAN YE&I .............ccccceeieveeeieeeeeeeeeeee e 6a
b  Enter the amount contributed by the employer to the plan for this plan YEar ............ccccceveveeveereriesseesereesnnes 6b

C Subtract the amount in line 6b from the amount in line 6a. Enter the result
(enter a minus sign to the left of @ NEegative amMOUNT)...........c.uiiiiiieiee e e 6c

If you completed line 6c, skip lines 8 and 9.

7 Will the minimum funding amount reported on line 6¢ be met by the funding deadline? ..............cccccccevevevevennnne. D Yes D No

8 Ifachange in actuarial cost method was made for this plan year pursuant to a revenue procedure providing

automatic approval for the change or a class ruling letter, does the plan sponsor or plan administrator agree D v D N
es o}

LT LR TR L= o 0= U T [ SRR

Part Ill | Amendments

9 Ifthis is a defined benefit pension plan, were any amendments adopted during this plan
year that increased or decreased the value of benefits? If yes, check the appropriate

DOX(ES). If N0, CHECK thE “NO” DOX.......ce.vevreeeeeeseereieeeeeseees st ese et se s eeesessssneenees D Increase D Decrease D Both

Part IV ESOPSs (see instructions). If this is not a plan described under Section 409(a) or 4975(e)(7) of the Internal Revenue Code,
skip this Part.

10 were unallocated employer securities or proceeds from the sale of unallocated securities used to repay any exempt loan?.............. : Yes D No
11 a Does the ESOP hold any Preferf@d STOCK? ........c.c.ovovououcueecceeeeeteeeeeeeeeeee et e et e st ee et es s s eses et ean s eees e st e s s s ean s s eseesaeanaeeeaeas : Yes |:| No
b Ifthe _ESOP has an outgta_r?ding exempt loan with the employer as lender, is such loan part of a “back-to-back” loan? D Yes I:I No
(See instructions for definition of “DACK-T0-DACK” I0AN.) .........uuiiiiiiii it
12 Does the ESOP hold any stock that is not readily tradable on an established securities Market? ............ccccoveveveveeieeeeeerereeeeeenn. D Yes D No
For Paperwork Reduction Act Notice and OMB Control Numbers, see the instructions for Form 5500. Schedule R (Form 5500) 2009

v.092308.1
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| PartV

| Additional Information for Multiemployer Defined Benefit Pension Plans

13 Enter the following information for each employer that contributed more than 5% of total contributions to the plan during the plan year (measured in
dollars). See instructions. Complete as many entries as needed to report all applicable employers.

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box |:[ and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly |:| Weekly D Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box |:[ and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly |:| Weekly Unit of production D Other (specify):

a  Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box |:[ and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly |:| Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents
(2) Base unit measure: D Hourly Weekly Unit of production D Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box D
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box |:[ and see instructions regarding required attachment. Otherwise,
complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cents)
(2) Base unit measure: D Hourly |:| Weekly D Unit of production I:I Other (specify):

a Name of contributing employer

b EIN C  Dollar amount contributed by employer

d Date collective bargaining agreement expires (If employer contributes under more than one collective bargaining agreement, check box |:[
and see instructions regarding required attachment. Otherwise, enter the applicable date.) Month Day Year

€  Contribution rate information (If more than one rate applies, check this box D and see instructions regarding required attachment. Otherwise,

complete items 13e(1) and 13e(2).)
(1) Contribution rate (in dollars and cen

ts
(2) Base unit measure:D Hourly |j Weekly Unit of production D Other (specify):
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14  Enter the number of participants on whose behalf no contributions were made by an employer as an employer of the
participant for:

A THE CUITENT YA ...ttt e ettt ea e et e e et e et e s e s an e s ee et et e e e s e s s s et ee st esee et e e aneeeean e s eneneneeeaneene l4a
b The plan year immediately preceding the CUITENt PIAN YEAT ..........co.oveveeieeeeeeeeeeeeeeeeeeeeeeee e 14b
C  The second PreCediNng PIAN YEAI .........cc..ii ittt ettt ettt e s ab e e e be e e abeeeaabbeaeannbeaesaneeas l4c

15 Enter the ratio of the number of participants under the plan on whose behalf no employer had an obligation to make an
employer contribution during the current plan year to:

a The corresponding number for the plan year immediately preceding the current plan year ...........cccccevcvvveeneenn. 15a

b The corresponding number for the second preceding PIAN YEar ................ccco.covevvevereeeeeeeeerereeseeeeererrrnens 15b

16 Information with respect to any employers who withdrew from the plan during the preceding plan year:

a Enter the number of employers who withdrew during the preceding plan year ..........cccccocveiiiieiniiieniiee e 16a

b Ifitem 16a is greater than 0, enter the aggregate amount of withdrawal liability assessed or estimated to be 16b
assessed against such WithdraWn €MPIOYETS .......uiiiiiiiii it st e s ser e er e e esinesereesenes

17 1f assets and liabilities from another plan have been transferred to or merged with this plan during the plan year, check box and see instructions regarding
supplemental information to be included as an attaChMENT. ... e s et e e e s s s e e s s st s e s e ra s s s e e e a s aanans

| PartVI | Additional Information for Single-Employer and Multiemployer Defined Benefit Pension Plans

18 If any liabilities to participants or their beneficiaries under the plan as of the end of the plan year consist (in whole or in part) of liabilities to such participants
and beneficiaries under two or more pension plans as of immediately before such plan year, check box and see instructions regarding supplemental

information t0 be INCIUAE @S AN AEACKHMENT ..........cooiieee et e e e e ettt e e e e et tbe et e e e e eeetbaaeeeeeeeesaabaeeaeeeeeaabbeeeeeeeeasbsaeeeeeeaassssbaeeeeessnsbeneaeeean

19 If the total number of participants is 1,000 or more, complete items (a) through (c)

a  Enter the percentage of plan assets held as:
Stock: % Investment-Grade Debt: _ % High-Yield Debt: % Real Estate: % Other: %

b  Provide the average duration of the combined investment-grade and high-yield debt:

D 0-3 years D 3-6 years |:| 6-9 years D 9-12 years |:| 12-15 years D 15-18 years D 18-21 years D 21 years or more
C  What duration measure was used to calculate item 19(b)?

D Effective duration D Macaulay duration D Modified duration D Other (specify):
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CERTIFIED PURLIC ACCOUNTARKTS SINCE 1245

To the Trustees and Plan Administrators
Pac-Paper, Inc.

Employee 401(k) Investment Plan
Vancouver, Washington

INDEPENDENT AUDITORS® REPORT

We were engaged 1o audit the financial statements of the Pac-Paper, Inc, Employee 401(k) Investment Plan as
of December 31, 2009 and 2008, and for the years then ended, and the supplemental financial schedule as of
and for the year ended December 31, 2009 as listed in the accompanying table of contents. These financial
statements and supplemental schedule are the responsibility of the Plan’s management.

As permitted by 29 CFR 2520.103-8 of the Department of Labor's Rules and Regulations for Reporting and
Disclosure under the Employee Retirement Income Security Act of 1974, the trustees and plan administrators
instructed us not to perform, and we did not perform, any auditing procedures with respect to the information
summatrized in Note 7, which was certified by Fidelity Management Trust Company, trustee and custodian,
except for comparing the information with the related information inctuded in the financial statements and
supplemental schedule. We have been informed by the plan administrator that the trustee and custodian holds
the Plan's investment assets and executes investment transactions. The plan administrator has obtained a
certification from the trustee and custodian as of and for the years ended December 31, 2009 and 2008, that the
information provided to the plan administrator by the trustee and custodian is complete and accurate.

Because of the significance of the information that we did not audit, we are unable to, and do not, ¢xpress an
opinion on the accompanying financial statements and supplemental schedule taken as a whole. The form and
content of the information included in the financial statements and supplemental schedule, other than that
derived from the information certified by the trustee and custodian, have been audited by us in accordance with
auditing standards generally accepted in the United States of America and, in our opinion, are presented in
compliance with the Department of Labor's Rules and Regulations for Reporting and Disclosure under the
Employee Retirement [ncome Security Act of 1974,

W*%&QP

Portland, Oregon 220 W 2np AVENUE
QOctober 5, 2010 SITE 000
; FORTLAND, DREGON
97209-3971

TEL 503.227.0519

EMASL. INFOBMAGINNIS-CAREY.COM
[4X 503.295.1019
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PAC-PAPER. INC.
EMPLOYEE 401(K) INVESTMENT PLAN
Vancouver, Washington

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS DECEMBER 31, 2009 AND 2008
2009 2008
ASSETS

[nvestments, at fair value (Notes 2, 3, 6, 7)

Money market fund 352,069 180,920
Mutual funds 3,297,760 2,429,490
Subtotal - investments 3,649,829 2,610,410
Participant loans (Notes 2, 3, 7, 9) 75,697 66,839
Total investments 3,725,526 2,677,249

Receivables

Employer contribution receivable 212,152 219,403
Total assets 3,937.678 2,896,652
LIABILITIES
Corrective distributions payable 2,241 3.698
NET ASSETS AVAILABLE FOR BENEFITS $3,935,437 $2,892.954

The accompanying notes are an integral part of these financial statements.
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PAC-PAPER, INC.

EMPLOYEE 401(K) INVESTMENT PLAN

STATEMENTS OF CHANGES IN
NET ASSETS AVAILABLE FOR BENEFITS

YEARS ENDED

DECEMBER 31, 2009 AND 2008

ADDITIONS TO NET ASSETS

Investment income

Earnings and net appreciation in fair value
of investments (Notes 7, 8)

Interest and dividends

Participant contributions

Rollover contributions

Employer contributions
Total additions

DEDUCTIONS FROM NET ASSETS

Depreciation in fair value of investments (Notes 7, 8)

Participant distributions
Administrative fees
Corrective distributions payable
Total deductions
Net additions {deductions)

NET ASSETS AVAILABLE FOR BENEFITS

Beginning of year

End of'year

2009 2008
707,044 -0-
85,869 141,859
792,913 141,859
229,596 254,781
-0- 94,778
212,152 219,403
1,234,661 710,821
-0- 1,413,136
184,769 127,666
5,168 4,793
2,241 3,698
192,178 1,549,293
1,042,483 (838,472)
2,892,954 3,731,426
$3,935,437 $2,892,954

The accompanying notes are an integral part of these financial statements.

Page 3



PAC-PAPER, INC.
EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

1. DESCRIPTION OF THE PLAN

The following description of the Pac-Paper, Inc. (“Company”) Employee 401(k) Investment Plan (“Plan™} provides
only general information. Reference should be made to the Plan document for a more complete description of its
provisions.

GENERAL. The Plan is a defined contribution 401(k} plan and employee profit sharing plan established by the
Company under the provisions of section 401(a) of the Internal Revenue Code for the benefit of eligible employees of the
Company. The Plan's administrative committee manages the operation and administration of the Plan. Fidelity
Management Trust Company serves as Trustee, custodian, and agent of the Plan. The Plan is subject to the Employee
Retirement Income Security Act of 1974 (ERISA). In June 2009, the Company converted from one basic prototype plan
document to another.

CONTRIBUTIONS. Contributions to the Plan are in the form of salary reductions which participants have elected
to defer in licu of current compensation. Atthe Company’s discretion, it may match a portion ofthe participant’s elective
contribution or make a non-elective contribution, not to exceed the limits allowed by law. Effective November 21, 2007 the
Plan implemented an automatic enrollment feature which automatically withholds 3% of eligible compensation from new
participants and existing participants without a salary deferral arrangement in effect. Participants can elect not to defer if
they choose.

PARTICIPANT ACCOUNTS. Each participant’s account is credited with an allocation of (a) employee elective
deferrals, (b) the Company’s matching or non-elective contribution if any, and (¢} Plan earnings or losses. [temn (a) is
allocated based on participant’s elective contributions. Ttems (b) and (c) are allocated based on annual compensation,
elective deferrals or participant account balances, as defined and specified in the Plan agreement.

VESTING. Participants are fully vested in their rollover and elective contributions plus earnings thercon. Vesting
in the remainder of their accounts is based on years of service, A participant is 100% vested after six years of credited
service, and also upon death, disability or upon reaching normal retirement age.

PAYMENT OF BENEFITS. On termination of service, death, total disability, or upon reaching normal retirement

age, a participant or beneficiary may elect to receive a lump sum amount equal to the account value or installments as
defined by the Plan.

INVESTMENT OPTIONS. Upon enrollment, a participant may direct contributions to certain investment accounts
selected by the Trustee. Participants may change their investment options daily.

FORFEITED ACCOUNTS. Forfeited balances refated (o terminated participants’® non-vested accounts, not used 1o
pay administrative expenses are used to reduce current and future qualified matching and non-elective contributions. At
December 31, 2009 and 2008, forfeited non-vested accounts totaled $18,496 and $13,318, respectively.

EXPENSES. Certain expenses of plan administration, including professional fees, are provided by the Company
without charge to the Plan. In addition, other expenses of Plan administration, including computer services, office supplies
and payroll expenses of administrative and clerical personnel are provided by the Company without eharge to the Plan.

PARTICIPANT LLOANS. Participants may borrow from their accounts up to a maximum amount as specified in

the Plan. Such loans bear interest commensurate with market rates and balances are secured by the individual borrower’s
participant account,

Page 4



PAC-PAPER, INC.
EMPLOYEL 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS m DECEMBER 31, 2009 AND 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Plan employs accounting policies generally accepted in the United States of America. The Financial
Accounting Standards Board ("FASB") has issued guidance which establishes the FASB Accounting Standards
Codification (the "Codification" or "FASB ASC") as the source of authoritative accounting principles recognized by the
FASB to be applied by nongovernmental entities in the preparation of the financial statements in conformity with
accounting principies generally accepted in the United States of America.

USE OF ESTIMATES. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the trustees to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results may differ from those estimates,

VALUATION OF INVESTMENT - MONEY MARKET FUND. Money market funds are valued at cost which
approximates market.

VALUATION OF INVESTMENTS - MUTUAL FUNDS. Investments in mutual funds are carried at fair value,
which is the net asset value per unit of'each mutual fund multiplied by the number of units owned. The value of each unit is
computed by the mutual fund company on the last business day of the plan year, based on quoted market prices of the
underlying securities, bonds and other financial instruments owned by each fund.

VALUATION OF INVESTMENTS - PARTICIPANT LOANS. The participant loans are administered by the
trustee and custodian in accordance with the provisions of the Plan and are stated at face value based on actual amounts
advanced less principal repayments.

RISKS AND UNCERTAINTIES, The Plan provides for investment options in mutual funds, which invest in
portfolios of investment securities through Fidelity Management Trust Company, the custodian of the Plan assets.
Investment securities are exposed to various risks such as interest rate, market and credit risk. Due to the level oFrisk
associated with certain investment securities and the level of uncertainty related to changes in the value of investment
securities, it is at least reasonably possible that changes in risks in the near term would materially affect participants’ account
balances and the amounts reported in the statements of net assets available for benefits and the statements of changes in net
assets available for benefits.

From time to time, investments may include securitics with contractual cash flows, such as asset backed securities,
collateralized mortgage obligations and commercial mortgage backed securities, including securities backed by subprime
mortgage loans. The value, liquidity and related income of these securities arc sensitive to changes in economic conditions,
including real estate value, delinquencies or delaults, or both, and may be adversely affected by shifts in the market’s
perception of the issuers and changes in interest rates.

Unprecedented market conditions in 2008 resulted in high volatility for the stock market, and significant losses in
the financial sector, among others for the year then ended. In addition, fixed income securities and interest-bearing accounts
incurred losses in the overail market in 2008.

NEW ACCOUNTING PRONOUNCEMENT. Effective January 1, 2009, the Plan implemented the accounting
guidance for uncertainty in income taxes using the provisions of FASB ASC 740, Income Taxes. Using that guidance, the
Plan does not believe it has any wncertain tax positions that qualify for either recognition or disclosure in the financial
statements as of December 31,2009. The Plan's tax filings are subject to audit by U.S. Federal taxing authorities and open
audit years are 2006 to 2009,
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PAC-PAPER, INC.
EMPLOYEE 401(K} INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

SUBSEQUENT EVENTS. The Plan has evaluated subsequent events through October 5, 2010, the date that
the financial statements were available for issue.

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

As of January 1, 2008, the Plan adopted the provisions of FASB ASC 820, Fair Value Measurements
(formerly SFAS No. 157). FASB ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted guoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements). The three levels of fair value hierarchy under FASB ASC 820 for financial assets and financial liabilities
are described below:

Level 1 Values are based on quoted prices in active markets for
identical securities.

Level 2 Values are based on (a) quoted prices for similar assets
or liabilities in active markets; (b) quoted prices for
identical or similar assets in non-active markets; or (c)
valuation models whose inputs are observable, directly
or indirectly, for substantially the full term of the asset
or liability,

Level 3 Values are based on prices or valuation technigues that
require inputs that are both unobservable and
significant to the overall fair value measurement.
These inputs may reflect the Plan’s estimates of the
assumptions that market participants would use in
valuing the financial asset or financial liability.

Pursuant to FASB ASC 820, fair value is a market-based measure, considered from the perspective of a market
participant who owns an asset or owes a liability. Accordingly, when market observable data is not readily available,
assumptions are set to reflect those that market participants would be presumed to use in pricing the asset or liability at the
measurement date. Prices and inputs are used that are current as of the measurement date, including during periods of
market disruption. In periods of market disruption, the ability to observe prices and inputs may be reduced for many
instruments. This condition could cause an instrument to be reclassified from Level 1 to Level 2 or from Level 2 to Level 3.
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PAC-PAPER. INC.

EMPLOYEE 401(K) INVESTMENT PLAN

DECEMBER 31, 2009 ANI 2008

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES - Continued

The following is a summary of the inputs used, as of December 31, 2009 and 2008, involving the Plan’s financial
assets and liabilities carried at fair value. The inputs or methodologies used for valuing investrments may not be an
indication of the risk associated with investing in those securities. For more information on valuation inputs, and their
aggregation into the levels used in the table below, please refer to the Valuation of Investments section in Note 2.

FINANCIAL ASSETS:
Investments:
Money market fund
Mutual funds
Participant loans

Total financial assets

FINANCIAL LIABILITIES
Corrective distributions

TOTAL FINANCIAL ASSETS
AND LIABILITIES

FINANCIAL ASSETS:
Investments:
Money market fund
Mutual funds
Participant loans

Total financial assets

FINANCIAL LIABILITIES
Corrective distributions

TOTAL FINANCIAL ASSETS
AND LIABILITIES

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
[dentical Assets Inputs Inputs Balance as of
(Level 1) (Level 2) {Level 3) December 31, 2009
352,069 352,069
3,297,760 3,297,760
75,697 75,697
3,649,829 75,697 3,725,526
(2,241) (2,241)
$3,049,829 $-0- $73,456 $3,723,285
Quoted Prices Significant
in Active (Other Significant
Markets for Observable Unobservable
[dentical Assets Inputs Inputs Balance as of
(Level 1) (Level 2) (Level 3) December 31, 2008
180,920 180,920
2,429,490 2,429,490
66,839 66,839
2,610,410 66,839 2,677,249
(3,698) (3,698)
$2,610,410 $-0- $63,141 $2,673,551
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PAC-PAPER, INC,
EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES - Continued

LEVEL 3 GAINS AND LOSSES. The table below sets forth a summary of changes in fair value of the Plan's
Level 3 investment assets for the years ended December 31, 2009 and 2008.

PARTICIPANT LOANS 2009 2008
Beginning balance 66,839 38,522
Loan issuances 26,454 34,148
L.oan repayments (16,902) (5,830)
Deemed distributions of
participant loans (711)
Interest included in deemed
distributions 17
Ending balance $75,697 $66,839

4, INCOME TAX STATUS

The Internal Revenue Service has previously informed the Plan Administrators that the Plan qualifies as a Trust
under Section 401{a) of the Internal Revenue Code and is, therefore, exempt from Federal income tax under the provisions
of Section 501(a). Once qualified, the Plan is required to operate in conformity with the Internal Revenue Code to maintain
its qualification. The plan administrator and trustees believe that the Plan is currently designed and being operated in
compliance with the applicable requirements of the Internal Revenue Code. Therefore, no provision for income taxes has
been included in the Plan's financial statements,

5. PLAN TERMINATION

Although it has not expressed any intention to do so, the emplover Company has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of ERISA. In the event of
termination of the Plan, participants would become fully vested in all their accounts.
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PAC-PAPER, INC.
EMPLOYEE 401{K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

6. INVESTMENTS

The Plan’s investments are held by Fidelity Management Trust Company and are participant directed. The
following presents the fair vaiues of the investments. Tnvestments that represent five percent or more of fotal Plan assets are
separately identified.

2009 2008
Investiments at fair value:

Fidelity Balanced Fund (6,796 and 12,359 shares) 111,190 162,149
Fidelity Capital Appreciation (7,642 and 5,050 shares) 163,767 79,436
Fidelity Freedom Income Fund (7,384 and 21,068 shares) 79,305 201,410
Fidelity Freedom 2015 Fund (28,883 and 27,651 shares) 300,958 236,690
Fidelity Freedom 2020 Fund (32,037 and 25,6035 shares) 402,060 257,327
Fidelity Freedom 2025 Fund {12,641 and 10,035 shares) 131,338 82,591
Fidelity Freedom 2030 Fund (53,954 and 47,320 shares) 668,486 461,839
Fidelity Freedom 2035 Fund {23,361 and 20,487 shares) 239,687 164,514
Fidelity Retirement Money Market Portfolio (352,069 and 180,920 shares) 352,069 180,920
Templeton Global Bond A (10,526 and 6,612 shares) 133,894 74,049
2,582,754 1,900,925

Other investments and assets not separately identified 1,067,075 709,485
Total investments $3,649.829 32,610,410

7. INFORMATION CERTIFIED BY TRUSTEE AND CUSTODIAN OF THE PLAN

The following summary of unaudited information regarding the Plan and included in the Plan’s financial stafements
and supplemental schedule was certified by the trustee of the Plan, Fidelity Management Trust Company as of and for the
years ended December 31, 2009 and 2008. The information was furnished fo the Plan administrator and the Plan
administrator has obtained certification from the trustee and custodian that such information is complete and accurate.

2009 2008
Investments $3,649 829 $2,610,410
Loans 75,697 66,839
Interest and dividend income 85,869 141,859
Earnings and net appreciation (depreciation} in fair value of investments 707,044 (1,413,136)
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PAC-PAPER, INC,

EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2009 AND 2008

8. EARNINGS AND NET APPRECIATION (DEPRECIATION) IN IFAIR VALUE

For the years ended December 31, 2009 and 2008, respectively, the Plan’s investments (including investments
bought, sold, and held during the year) appreciated (depreciated) in value as follows:

Interest and

dividends
(including Net realized
capital gain and unrealized
distributions) appreciation Total
December 31, 2009
Money market fund 2,038 -0- 2,038
Mutual funds 78,113 707,044 785,157
Loans 5,718 -0- 5,718
385,869 $707,044 $792,913
Interest and
dividends Net realized
(including and unrealized
capital gain appreciation
distributions) {depreciation) Total
December 31, 2008
Money market fund 5,855 -0- 5,855
Mutual funds 131,768 (1,413,136) (1,281,368)
L.oans 4,236 -0- 4,236
$141,859 3(1,413,136) $(1,271,277)
9. PARTICIPANT [LOANS
Participant loans at December 31, 2009 and 2008 were as follows:
2009 2008
Participant loans consist of amounts receivable from
participants, secured by account balances, due in
semi-manthly installments with varying terms from three
to ten years from date of issue, including interest
of 7.50 to 7.75% per annum $75,697 566,839
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EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS

... DECEMBER 31, 2009 ANL} 2008

10. RELATED-PARTY TRANSACTIONS

Certain Plan investments are shares of mutual funds managed by FMR Corp. Fidelity Investments Institutional
Operations Company, inc. provides administrative services to the Plan and is an affiliated entity of FMR Corp.; therefore

these transactions qualify as party-in-interest transactions.

11. RECONCILIATION GF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits reported in the financial statements at
December 31, 2009 and 2008 as compared to the Form 5500. The Form 5500 has been prepared using the cash basis of

accounting:

Net assets available for benefits- financial statements
Employer contribution receivable - December 31
Excess deferrals due to participants - December 31

Net assets available for benefits - Form 5500

Net additions - financial statements

Employer contribution receivable - December 31, 2008
Excess deferrals due to participants - December 31, 2008
Employer contribution receivable - December 31, 2009
Excess deferrals due to participants - December 3 [, 2009

Net income - Form 3500
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2009

3,935,437
(212,152)
2,241

2008

2,892,954
(219,403)
3,698

$3,725,526

$2,677,249

1,042,483

219,403
(3,698)
(212,152)

2,241

$1.048,277
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PAC-PAPER, INC,
EMPLOYEE 401(K) INVESTMENT PLAN
EIN: 91-0962521
PLAN NO. 001

SCHEDULE H, LINE 4i-SCHEDULE OF ASSETS (HELD AT END

OF YEAR) (AS REPORTED BY FIDELITY MANAGEMENT TRUST COMPANY) DECEMBER 31, 2009
{¢) DESCRIPTION OF INVESTMENT CURRENT
{a) {(b) IDENTITY OF ISSUE (Participant Directed) {d) COST (e} VALUE
Money Market Fund
*  Fidelity Retirement Market Fund (352,069 shares) a 352,069

Mutual Funds

American Beacon Large Cap Value Plan Ahead Class (4,383 shares) a 71,973
*  Fidelity Balanced Fund (6,796 shares) a 111,190
*  Fidelity Capital Appreciation Fund (7,642 shares) a 163,767
*  TFidelity Capital & Income Fund (3,303 shares) a 28,471
*  Fidelity Emerging Markets Fund (4,138 shares) a 93,550
*  Fidelity Freedom 2000 Fund (213 shares) a 2,417
*  Fidelity Freedom 2005 Fund (234 shares) a 2,349
*  Fidelity Freedom 2610 Fund (5,746 shares) a 71,877
*  Fidelity Freedom 2015 Fund (28,883 shares) a 300,958
*  Fidelity Freedom 2020 Fund (32,037 shares) a 402,060
*  Fidelity Freedom 2025 Fund (12,641 shares) a 131,338
*  Fidelity Freedom 2030 Fund (53,954 shares) a 668,486
*  Fidelity Freedom 2035 Fund (23,361 shares) a 239,687
# Fidelity Freedom 2040 Fund (7,012 shares) a 121,802
* Fidelity Freedom 2045 Fund (2,149 shares) a 18,200
*  Fidelity Freedom 2050 Fund (882 shares) a 7.366
*  Fidelity Freedom Income Fund (7,384 shares) a 79,305
*  Fidelity International Discovery Fund (3,462 shares) a 105,082
*  Fidelity Leveraged Company Stock Fund (5,431 shares) a 124,485
*  Fidelity Real Estate Investment Portfolio (1,367 shares) a 27,550
*  Fidelity Small Cap Independent Fund (1,167 shares) a 16,249
*  Fidelity Total Bond Fund (1,003 shares) a 10,500
*  Fidelity Value Fund {1,785 shares) a 101,637
RS Partners Fund (2,398 shares) a 62,016
Rainier Small/Mid Cap Equity Portfolio (3,966 shares) a 103,745
Royce Opportunity Fund (2,228 shares) a 19,672
*  Spartan International Index Fund {1,126 shares) a 37,665
*  Spartan US Equity Index Fund (1,026 shares) a 40,469
Templeton Global Bond Fund (10,526 shares) a 133,894
3,297,760
Participant Loans

*  Participant Loans Interest at 7.50 to 7.75% per annum, due in
semi-monthly installments from 3 to 10 years 5-0- 75,697
$3,725,526

* - Denotes a parly-in-interest with respect to the Plan.
a - The cost of participant-directed investments is not required lo be disclosed.

See independent auditors' report.
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CERTIFIED PURLIC ACCOUNTARKTS SINCE 1245

To the Trustees and Plan Administrators
Pac-Paper, Inc.

Employee 401(k) Investment Plan
Vancouver, Washington

INDEPENDENT AUDITORS® REPORT

We were engaged 1o audit the financial statements of the Pac-Paper, Inc, Employee 401(k) Investment Plan as
of December 31, 2009 and 2008, and for the years then ended, and the supplemental financial schedule as of
and for the year ended December 31, 2009 as listed in the accompanying table of contents. These financial
statements and supplemental schedule are the responsibility of the Plan’s management.

As permitted by 29 CFR 2520.103-8 of the Department of Labor's Rules and Regulations for Reporting and
Disclosure under the Employee Retirement Income Security Act of 1974, the trustees and plan administrators
instructed us not to perform, and we did not perform, any auditing procedures with respect to the information
summatrized in Note 7, which was certified by Fidelity Management Trust Company, trustee and custodian,
except for comparing the information with the related information inctuded in the financial statements and
supplemental schedule. We have been informed by the plan administrator that the trustee and custodian holds
the Plan's investment assets and executes investment transactions. The plan administrator has obtained a
certification from the trustee and custodian as of and for the years ended December 31, 2009 and 2008, that the
information provided to the plan administrator by the trustee and custodian is complete and accurate.

Because of the significance of the information that we did not audit, we are unable to, and do not, ¢xpress an
opinion on the accompanying financial statements and supplemental schedule taken as a whole. The form and
content of the information included in the financial statements and supplemental schedule, other than that
derived from the information certified by the trustee and custodian, have been audited by us in accordance with
auditing standards generally accepted in the United States of America and, in our opinion, are presented in
compliance with the Department of Labor's Rules and Regulations for Reporting and Disclosure under the
Employee Retirement [ncome Security Act of 1974,
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PAC-PAPER. INC.
EMPLOYEE 401(K) INVESTMENT PLAN
Vancouver, Washington

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS DECEMBER 31, 2009 AND 2008
2009 2008
ASSETS

[nvestments, at fair value (Notes 2, 3, 6, 7)

Money market fund 352,069 180,920
Mutual funds 3,297,760 2,429,490
Subtotal - investments 3,649,829 2,610,410
Participant loans (Notes 2, 3, 7, 9) 75,697 66,839
Total investments 3,725,526 2,677,249

Receivables

Employer contribution receivable 212,152 219,403
Total assets 3,937.678 2,896,652
LIABILITIES
Corrective distributions payable 2,241 3.698
NET ASSETS AVAILABLE FOR BENEFITS $3,935,437 $2,892.954

The accompanying notes are an integral part of these financial statements.
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PAC-PAPER, INC.

EMPLOYEE 401(K) INVESTMENT PLAN

STATEMENTS OF CHANGES IN
NET ASSETS AVAILABLE FOR BENEFITS

YEARS ENDED

DECEMBER 31, 2009 AND 2008

ADDITIONS TO NET ASSETS

Investment income

Earnings and net appreciation in fair value
of investments (Notes 7, 8)

Interest and dividends

Participant contributions

Rollover contributions

Employer contributions
Total additions

DEDUCTIONS FROM NET ASSETS

Depreciation in fair value of investments (Notes 7, 8)

Participant distributions
Administrative fees
Corrective distributions payable
Total deductions
Net additions {deductions)

NET ASSETS AVAILABLE FOR BENEFITS

Beginning of year

End of'year

2009 2008
707,044 -0-
85,869 141,859
792,913 141,859
229,596 254,781
-0- 94,778
212,152 219,403
1,234,661 710,821
-0- 1,413,136
184,769 127,666
5,168 4,793
2,241 3,698
192,178 1,549,293
1,042,483 (838,472)
2,892,954 3,731,426
$3,935,437 $2,892,954

The accompanying notes are an integral part of these financial statements.

Page 3



PAC-PAPER, INC.
EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

1. DESCRIPTION OF THE PLAN

The following description of the Pac-Paper, Inc. (“Company”) Employee 401(k) Investment Plan (“Plan™} provides
only general information. Reference should be made to the Plan document for a more complete description of its
provisions.

GENERAL. The Plan is a defined contribution 401(k} plan and employee profit sharing plan established by the
Company under the provisions of section 401(a) of the Internal Revenue Code for the benefit of eligible employees of the
Company. The Plan's administrative committee manages the operation and administration of the Plan. Fidelity
Management Trust Company serves as Trustee, custodian, and agent of the Plan. The Plan is subject to the Employee
Retirement Income Security Act of 1974 (ERISA). In June 2009, the Company converted from one basic prototype plan
document to another.

CONTRIBUTIONS. Contributions to the Plan are in the form of salary reductions which participants have elected
to defer in licu of current compensation. Atthe Company’s discretion, it may match a portion ofthe participant’s elective
contribution or make a non-elective contribution, not to exceed the limits allowed by law. Effective November 21, 2007 the
Plan implemented an automatic enrollment feature which automatically withholds 3% of eligible compensation from new
participants and existing participants without a salary deferral arrangement in effect. Participants can elect not to defer if
they choose.

PARTICIPANT ACCOUNTS. Each participant’s account is credited with an allocation of (a) employee elective
deferrals, (b) the Company’s matching or non-elective contribution if any, and (¢} Plan earnings or losses. [temn (a) is
allocated based on participant’s elective contributions. Ttems (b) and (c) are allocated based on annual compensation,
elective deferrals or participant account balances, as defined and specified in the Plan agreement.

VESTING. Participants are fully vested in their rollover and elective contributions plus earnings thercon. Vesting
in the remainder of their accounts is based on years of service, A participant is 100% vested after six years of credited
service, and also upon death, disability or upon reaching normal retirement age.

PAYMENT OF BENEFITS. On termination of service, death, total disability, or upon reaching normal retirement

age, a participant or beneficiary may elect to receive a lump sum amount equal to the account value or installments as
defined by the Plan.

INVESTMENT OPTIONS. Upon enrollment, a participant may direct contributions to certain investment accounts
selected by the Trustee. Participants may change their investment options daily.

FORFEITED ACCOUNTS. Forfeited balances refated (o terminated participants’® non-vested accounts, not used 1o
pay administrative expenses are used to reduce current and future qualified matching and non-elective contributions. At
December 31, 2009 and 2008, forfeited non-vested accounts totaled $18,496 and $13,318, respectively.

EXPENSES. Certain expenses of plan administration, including professional fees, are provided by the Company
without charge to the Plan. In addition, other expenses of Plan administration, including computer services, office supplies
and payroll expenses of administrative and clerical personnel are provided by the Company without eharge to the Plan.

PARTICIPANT LLOANS. Participants may borrow from their accounts up to a maximum amount as specified in

the Plan. Such loans bear interest commensurate with market rates and balances are secured by the individual borrower’s
participant account,
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PAC-PAPER, INC.
EMPLOYEL 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS m DECEMBER 31, 2009 AND 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Plan employs accounting policies generally accepted in the United States of America. The Financial
Accounting Standards Board ("FASB") has issued guidance which establishes the FASB Accounting Standards
Codification (the "Codification" or "FASB ASC") as the source of authoritative accounting principles recognized by the
FASB to be applied by nongovernmental entities in the preparation of the financial statements in conformity with
accounting principies generally accepted in the United States of America.

USE OF ESTIMATES. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the trustees to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results may differ from those estimates,

VALUATION OF INVESTMENT - MONEY MARKET FUND. Money market funds are valued at cost which
approximates market.

VALUATION OF INVESTMENTS - MUTUAL FUNDS. Investments in mutual funds are carried at fair value,
which is the net asset value per unit of'each mutual fund multiplied by the number of units owned. The value of each unit is
computed by the mutual fund company on the last business day of the plan year, based on quoted market prices of the
underlying securities, bonds and other financial instruments owned by each fund.

VALUATION OF INVESTMENTS - PARTICIPANT LOANS. The participant loans are administered by the
trustee and custodian in accordance with the provisions of the Plan and are stated at face value based on actual amounts
advanced less principal repayments.

RISKS AND UNCERTAINTIES, The Plan provides for investment options in mutual funds, which invest in
portfolios of investment securities through Fidelity Management Trust Company, the custodian of the Plan assets.
Investment securities are exposed to various risks such as interest rate, market and credit risk. Due to the level oFrisk
associated with certain investment securities and the level of uncertainty related to changes in the value of investment
securities, it is at least reasonably possible that changes in risks in the near term would materially affect participants’ account
balances and the amounts reported in the statements of net assets available for benefits and the statements of changes in net
assets available for benefits.

From time to time, investments may include securitics with contractual cash flows, such as asset backed securities,
collateralized mortgage obligations and commercial mortgage backed securities, including securities backed by subprime
mortgage loans. The value, liquidity and related income of these securities arc sensitive to changes in economic conditions,
including real estate value, delinquencies or delaults, or both, and may be adversely affected by shifts in the market’s
perception of the issuers and changes in interest rates.

Unprecedented market conditions in 2008 resulted in high volatility for the stock market, and significant losses in
the financial sector, among others for the year then ended. In addition, fixed income securities and interest-bearing accounts
incurred losses in the overail market in 2008.

NEW ACCOUNTING PRONOUNCEMENT. Effective January 1, 2009, the Plan implemented the accounting
guidance for uncertainty in income taxes using the provisions of FASB ASC 740, Income Taxes. Using that guidance, the
Plan does not believe it has any wncertain tax positions that qualify for either recognition or disclosure in the financial
statements as of December 31,2009. The Plan's tax filings are subject to audit by U.S. Federal taxing authorities and open
audit years are 2006 to 2009,
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PAC-PAPER, INC.
EMPLOYEE 401(K} INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

SUBSEQUENT EVENTS. The Plan has evaluated subsequent events through October 5, 2010, the date that
the financial statements were available for issue.

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

As of January 1, 2008, the Plan adopted the provisions of FASB ASC 820, Fair Value Measurements
(formerly SFAS No. 157). FASB ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted guoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3
measurements). The three levels of fair value hierarchy under FASB ASC 820 for financial assets and financial liabilities
are described below:

Level 1 Values are based on quoted prices in active markets for
identical securities.

Level 2 Values are based on (a) quoted prices for similar assets
or liabilities in active markets; (b) quoted prices for
identical or similar assets in non-active markets; or (c)
valuation models whose inputs are observable, directly
or indirectly, for substantially the full term of the asset
or liability,

Level 3 Values are based on prices or valuation technigues that
require inputs that are both unobservable and
significant to the overall fair value measurement.
These inputs may reflect the Plan’s estimates of the
assumptions that market participants would use in
valuing the financial asset or financial liability.

Pursuant to FASB ASC 820, fair value is a market-based measure, considered from the perspective of a market
participant who owns an asset or owes a liability. Accordingly, when market observable data is not readily available,
assumptions are set to reflect those that market participants would be presumed to use in pricing the asset or liability at the
measurement date. Prices and inputs are used that are current as of the measurement date, including during periods of
market disruption. In periods of market disruption, the ability to observe prices and inputs may be reduced for many
instruments. This condition could cause an instrument to be reclassified from Level 1 to Level 2 or from Level 2 to Level 3.
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PAC-PAPER. INC.

EMPLOYEE 401(K) INVESTMENT PLAN

DECEMBER 31, 2009 ANI 2008

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES - Continued

The following is a summary of the inputs used, as of December 31, 2009 and 2008, involving the Plan’s financial
assets and liabilities carried at fair value. The inputs or methodologies used for valuing investrments may not be an
indication of the risk associated with investing in those securities. For more information on valuation inputs, and their
aggregation into the levels used in the table below, please refer to the Valuation of Investments section in Note 2.

FINANCIAL ASSETS:
Investments:
Money market fund
Mutual funds
Participant loans

Total financial assets

FINANCIAL LIABILITIES
Corrective distributions

TOTAL FINANCIAL ASSETS
AND LIABILITIES

FINANCIAL ASSETS:
Investments:
Money market fund
Mutual funds
Participant loans

Total financial assets

FINANCIAL LIABILITIES
Corrective distributions

TOTAL FINANCIAL ASSETS
AND LIABILITIES

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
[dentical Assets Inputs Inputs Balance as of
(Level 1) (Level 2) {Level 3) December 31, 2009
352,069 352,069
3,297,760 3,297,760
75,697 75,697
3,649,829 75,697 3,725,526
(2,241) (2,241)
$3,049,829 $-0- $73,456 $3,723,285
Quoted Prices Significant
in Active (Other Significant
Markets for Observable Unobservable
[dentical Assets Inputs Inputs Balance as of
(Level 1) (Level 2) (Level 3) December 31, 2008
180,920 180,920
2,429,490 2,429,490
66,839 66,839
2,610,410 66,839 2,677,249
(3,698) (3,698)
$2,610,410 $-0- $63,141 $2,673,551
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PAC-PAPER, INC,
EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

3. FAIR VALUE OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES - Continued

LEVEL 3 GAINS AND LOSSES. The table below sets forth a summary of changes in fair value of the Plan's
Level 3 investment assets for the years ended December 31, 2009 and 2008.

PARTICIPANT LOANS 2009 2008
Beginning balance 66,839 38,522
Loan issuances 26,454 34,148
L.oan repayments (16,902) (5,830)
Deemed distributions of
participant loans (711)
Interest included in deemed
distributions 17
Ending balance $75,697 $66,839

4, INCOME TAX STATUS

The Internal Revenue Service has previously informed the Plan Administrators that the Plan qualifies as a Trust
under Section 401{a) of the Internal Revenue Code and is, therefore, exempt from Federal income tax under the provisions
of Section 501(a). Once qualified, the Plan is required to operate in conformity with the Internal Revenue Code to maintain
its qualification. The plan administrator and trustees believe that the Plan is currently designed and being operated in
compliance with the applicable requirements of the Internal Revenue Code. Therefore, no provision for income taxes has
been included in the Plan's financial statements,

5. PLAN TERMINATION

Although it has not expressed any intention to do so, the emplover Company has the right under the Plan to
discontinue its contributions at any time and to terminate the Plan subject to the provisions of ERISA. In the event of
termination of the Plan, participants would become fully vested in all their accounts.
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PAC-PAPER, INC.
EMPLOYEE 401{K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2009 AND 2008

6. INVESTMENTS

The Plan’s investments are held by Fidelity Management Trust Company and are participant directed. The
following presents the fair vaiues of the investments. Tnvestments that represent five percent or more of fotal Plan assets are
separately identified.

2009 2008
Investiments at fair value:

Fidelity Balanced Fund (6,796 and 12,359 shares) 111,190 162,149
Fidelity Capital Appreciation (7,642 and 5,050 shares) 163,767 79,436
Fidelity Freedom Income Fund (7,384 and 21,068 shares) 79,305 201,410
Fidelity Freedom 2015 Fund (28,883 and 27,651 shares) 300,958 236,690
Fidelity Freedom 2020 Fund (32,037 and 25,6035 shares) 402,060 257,327
Fidelity Freedom 2025 Fund {12,641 and 10,035 shares) 131,338 82,591
Fidelity Freedom 2030 Fund (53,954 and 47,320 shares) 668,486 461,839
Fidelity Freedom 2035 Fund {23,361 and 20,487 shares) 239,687 164,514
Fidelity Retirement Money Market Portfolio (352,069 and 180,920 shares) 352,069 180,920
Templeton Global Bond A (10,526 and 6,612 shares) 133,894 74,049
2,582,754 1,900,925

Other investments and assets not separately identified 1,067,075 709,485
Total investments $3,649.829 32,610,410

7. INFORMATION CERTIFIED BY TRUSTEE AND CUSTODIAN OF THE PLAN

The following summary of unaudited information regarding the Plan and included in the Plan’s financial stafements
and supplemental schedule was certified by the trustee of the Plan, Fidelity Management Trust Company as of and for the
years ended December 31, 2009 and 2008. The information was furnished fo the Plan administrator and the Plan
administrator has obtained certification from the trustee and custodian that such information is complete and accurate.

2009 2008
Investments $3,649 829 $2,610,410
Loans 75,697 66,839
Interest and dividend income 85,869 141,859
Earnings and net appreciation (depreciation} in fair value of investments 707,044 (1,413,136)
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PAC-PAPER, INC,

EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2009 AND 2008

8. EARNINGS AND NET APPRECIATION (DEPRECIATION) IN IFAIR VALUE

For the years ended December 31, 2009 and 2008, respectively, the Plan’s investments (including investments
bought, sold, and held during the year) appreciated (depreciated) in value as follows:

Interest and

dividends
(including Net realized
capital gain and unrealized
distributions) appreciation Total
December 31, 2009
Money market fund 2,038 -0- 2,038
Mutual funds 78,113 707,044 785,157
Loans 5,718 -0- 5,718
385,869 $707,044 $792,913
Interest and
dividends Net realized
(including and unrealized
capital gain appreciation
distributions) {depreciation) Total
December 31, 2008
Money market fund 5,855 -0- 5,855
Mutual funds 131,768 (1,413,136) (1,281,368)
L.oans 4,236 -0- 4,236
$141,859 3(1,413,136) $(1,271,277)
9. PARTICIPANT [LOANS
Participant loans at December 31, 2009 and 2008 were as follows:
2009 2008
Participant loans consist of amounts receivable from
participants, secured by account balances, due in
semi-manthly installments with varying terms from three
to ten years from date of issue, including interest
of 7.50 to 7.75% per annum $75,697 566,839
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EMPLOYEE 401(K) INVESTMENT PLAN

NOTES TO FINANCIAL STATEMENTS

... DECEMBER 31, 2009 ANL} 2008

10. RELATED-PARTY TRANSACTIONS

Certain Plan investments are shares of mutual funds managed by FMR Corp. Fidelity Investments Institutional
Operations Company, inc. provides administrative services to the Plan and is an affiliated entity of FMR Corp.; therefore

these transactions qualify as party-in-interest transactions.

11. RECONCILIATION GF FINANCIAL STATEMENTS TO FORM 5500

The following is a reconciliation of net assets available for benefits reported in the financial statements at
December 31, 2009 and 2008 as compared to the Form 5500. The Form 5500 has been prepared using the cash basis of

accounting:

Net assets available for benefits- financial statements
Employer contribution receivable - December 31
Excess deferrals due to participants - December 31

Net assets available for benefits - Form 5500

Net additions - financial statements

Employer contribution receivable - December 31, 2008
Excess deferrals due to participants - December 31, 2008
Employer contribution receivable - December 31, 2009
Excess deferrals due to participants - December 3 [, 2009

Net income - Form 3500
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2009

3,935,437
(212,152)
2,241

2008

2,892,954
(219,403)
3,698

$3,725,526

$2,677,249

1,042,483

219,403
(3,698)
(212,152)

2,241

$1.048,277
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PAC-PAPER, INC,
EMPLOYEE 401(K) INVESTMENT PLAN
EIN: 91-0962521
PLAN NO. 001

SCHEDULE H, LINE 4i-SCHEDULE OF ASSETS (HELD AT END

OF YEAR) (AS REPORTED BY FIDELITY MANAGEMENT TRUST COMPANY) DECEMBER 31, 2009
{¢) DESCRIPTION OF INVESTMENT CURRENT
{a) {(b) IDENTITY OF ISSUE (Participant Directed) {d) COST (e} VALUE
Money Market Fund
*  Fidelity Retirement Market Fund (352,069 shares) a 352,069

Mutual Funds

American Beacon Large Cap Value Plan Ahead Class (4,383 shares) a 71,973
*  Fidelity Balanced Fund (6,796 shares) a 111,190
*  Fidelity Capital Appreciation Fund (7,642 shares) a 163,767
*  TFidelity Capital & Income Fund (3,303 shares) a 28,471
*  Fidelity Emerging Markets Fund (4,138 shares) a 93,550
*  Fidelity Freedom 2000 Fund (213 shares) a 2,417
*  Fidelity Freedom 2005 Fund (234 shares) a 2,349
*  Fidelity Freedom 2610 Fund (5,746 shares) a 71,877
*  Fidelity Freedom 2015 Fund (28,883 shares) a 300,958
*  Fidelity Freedom 2020 Fund (32,037 shares) a 402,060
*  Fidelity Freedom 2025 Fund (12,641 shares) a 131,338
*  Fidelity Freedom 2030 Fund (53,954 shares) a 668,486
*  Fidelity Freedom 2035 Fund (23,361 shares) a 239,687
# Fidelity Freedom 2040 Fund (7,012 shares) a 121,802
* Fidelity Freedom 2045 Fund (2,149 shares) a 18,200
*  Fidelity Freedom 2050 Fund (882 shares) a 7.366
*  Fidelity Freedom Income Fund (7,384 shares) a 79,305
*  Fidelity International Discovery Fund (3,462 shares) a 105,082
*  Fidelity Leveraged Company Stock Fund (5,431 shares) a 124,485
*  Fidelity Real Estate Investment Portfolio (1,367 shares) a 27,550
*  Fidelity Small Cap Independent Fund (1,167 shares) a 16,249
*  Fidelity Total Bond Fund (1,003 shares) a 10,500
*  Fidelity Value Fund {1,785 shares) a 101,637
RS Partners Fund (2,398 shares) a 62,016
Rainier Small/Mid Cap Equity Portfolio (3,966 shares) a 103,745
Royce Opportunity Fund (2,228 shares) a 19,672
*  Spartan International Index Fund {1,126 shares) a 37,665
*  Spartan US Equity Index Fund (1,026 shares) a 40,469
Templeton Global Bond Fund (10,526 shares) a 133,894
3,297,760
Participant Loans

*  Participant Loans Interest at 7.50 to 7.75% per annum, due in
semi-monthly installments from 3 to 10 years 5-0- 75,697
$3,725,526

* - Denotes a parly-in-interest with respect to the Plan.
a - The cost of participant-directed investments is not required lo be disclosed.

See independent auditors' report.
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