NEENAH PAPER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in millions, except as noted)

Note 2. Summary of Significant Accounting Policies (Continued)
Accounting Standards Changes

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update No. 2014-09

(“ASU 2014-09”), Revenue from Contracts with Customers (“ASC Topic 606”). ASU 2014-09 supersedes the
revenue recognition guidance in ASC Topic 605, Revenue Recognition. The core principle of the guidance in ASU
2014-09 is that an entity should recognize revenue to depict the transfer of promised goods and services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in the exchange
for those goods or services. ASU 2014-09 is effective for annual reporting periods beginning after December 15,
2016. Therefore, the Company will adopt ASU 2014-09 on January 1, 2017. The Company is still evaluating the
impact of adopting ASU 2014-09 but the adoption of ASU 2014-09 is not expected to have a material impact on
the Company’s consolidated financial position, results of operations or cash flows.

As of December 31, 2014, no other amendments to the ASC had been issued that will have or are reasonably
likely to have a material effect on the Company’s financial position, results of operations or cash flows.

Note 3. Acquisitions
Acquisition of Crane Technical Materials

On July 1, 2014, the Company purchased all of the outstanding equity of the Crane Technical Materials business
for approximately $72 million. The acquired business provides performance-oriented wet laid nonwovens media for
filtration end markets as well as environmental, energy and industrial uses. The results of this business are
reported in the Technical Products segment from the date of acquisition.

The Company accounted for the transaction using the acquisition method in accordance with ASC Topic 805
“Business Combinations.” The allocation of the purchase price is based on estimates of the fair value of assets
acquired and liabilities assumed as of July 1, 2014. The Company has not identified any material unrecorded
pre-acquisition contingencies. The Company did not acquire any in-process research and development assets as
part of the acquisition.

The following table summarizes the allocation of the purchase price to the estimated fair value of the assets
acquired and liabilities assumed as of December 31, 2014:

Assets Acquired

ACCOUNES TECEIVADIE . . . o v ottt $ 5.8
INVENTOTIES . . o o oot e 8.2
Prepaid and other current assets . .. .. ... ... ...t 0.7
Property, plant and equipment . . . ... . ... . 235
Non-amortizable intangible assetS. . . ... ... ..t 11.1
Amortizable intangible assets . . . ... ... 13.3
Deferred inCOMe taxes. . . . ..o vttt 0.2
Acquired goodwill . . . ... 135

Total assets acquired . ... ..... .. .. ... 76.3

Liabilities Assumed

Accounts payable ... ... 2.8
AcCrued EXPEINSES . . . o vt 1.1

Total liabilities assumed . .. ... .. e 39

Net assets acquired .. ...... ... i $72.4
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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Note 3. Acquisitions (Continued)

The Company estimated the fair value of the assets and liabilities acquired in accordance with ASC Topic 820.
The fair value of amortizable and non-amortizable intangible assets was estimated by applying a royalty rate to
projected revenue or the use of the excess earnings method, net of tax impacts and adjusted for present value
considerations. The Company estimated the fair value of acquired property, plant and equipment using a
combination of cost and market approaches. In general, the fair value of other acquired assets and liabilities was
estimated using the cost basis of the acquired technical materials business.

The excess of the purchase price over the estimated fair value of the tangible net assets and identifiable intangible
assets acquired was recorded as acquired goodwill. The factors contributing to the amount of goodwill recognized
are based on several long-term strategic benefits that are expected to be realized from the acquisition of the
technical materials business. These benefits include entry into growing and profitable global markets for water
filtration, environmental/emissions control, and energy management with defensible technologies and brands. In
addition, the acquisition of brands and complementary offerings facilitates the Company’s expansion into
non-woven product lines containing fiberglass, polymer fibers and carbon fibers. Substantially all of the acquired
goodwill is expected to be deductible for income tax purposes and is entirely allocated to the Technical Products
segment.

For the year ended December 31, 2014, the Company incurred $1.0 million of acquisition-related integration costs.
In addition, the Company incurred approximately $1.1 million in capital costs for IT systems and infrastructure
projects. For the year ended December 31, 2014, net sales and income from operations before income taxes for
the acquired technical materials business were $24.1 million and $2.1 million (including the acquisition related
integration costs described above), respectively.

The following selected unaudited pro forma consolidated statements of operations data for the years ended
December 31, 2014 and 2013 was prepared as though the acquisition of the technical materials business had
occurred on January 1, 2013. The information does not reflect future events that may occur after December 31,
2014 or any operating efficiencies or inefficiencies that may result from the acquisition of the technical materials
business. Therefore, the information is not necessarily indicative of results that would have been achieved had the
businesses been combined during the periods presented or the results that the Company will experience going
forward.

-
e
3
2
=

Year Ended
December 31,
2014 2013
NEE SALES .« . o v ittt e $925.3  $889.3
Operating INCOME . .« . o vttt e e e e e e e e e e e e e e e e 90.1 84.4
Income from continuing OPErations . . . . ... . v ittt e e 70.3 49.8
Income from discontinued OPErations . . ... .. ... ...ttt — 2.6
NEt INCOME . . . vttt et e e e e e e e e e e e e e e 70.3 524
Earnings Per Common Share
Basic
Continuing OPETAtIONS . .« o v v v vt e et e et e e e e e e et e e $ 419 §$ 3.04
Discontinued OpPerations . . . .. ... ...ttt e — 0.16
$ 419 §$ 3.20
Diluted
Continuing OPErations . . . ... ...ttt et e $ 412 $ 298
Discontinued Operations . . . ... ... ...ttt — 0.16
$ 412 §$ 3.14
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Note 3. Acquisitions (Continued)
Acquisition of Southworth

On January 31, 2013, the Company purchased certain premium paper brands and other assets from Southworth.
The Company paid $7.0 million for (i) certain premium fine paper brands including Southworth, (ii) approximately
one month of finished goods inventory valued at $1.8 million and (iii) certain converting equipment used for retail
grades. The results of the Southworth brands are reported in the Fine Paper and Packaging segment from the date
of acquisition. For the year ended December 31, 2013, the Company incurred $0.4 million in acquisition-related
integration costs.

Acquisition of Wausau

On January 31, 2012, the Company purchased certain premium paper brands and other assets from Wausau. The
Company paid approximately $21 million for (i) the premium fine paper brands ASTROBRIGHTS®,
ASTROPARCHE® and ROYAL, (ii) exclusive, royalty free and perpetual license rights for a portion of the
EXACT® brand specialty business, including Index, Tag and Vellum Bristol, (iii) approximately one month of
finished goods inventory and (iv) certain converting equipment used for retail grades. The results of the Index, Tag
and Vellum Bristol product lines are reported in the Other segment from the date of acquisition. The results of all
other brands acquired from Wausau are reported in the Fine Paper and Packaging segment from the date of
acquisition. For the year ended December 31, 2012, the Company incurred $5.8 million in acquisition-related
integration costs.

Note 4. Goodwill and Other Intangible Assets

As of December 31, 2014, the Company had goodwill of $51.5 million which is not amortized. The following table
presents changes in goodwill (all of which relates to the Company’s Technical Products segment) for the years
ended December 31, 2014, 2013 and 2012:

Accumulated
Impairment
Gross Amount Losses Net

Balance at December 31, 2011 . ... ... . $ 89.1 $(48.6)  $40.5
Foreign currency translation . .. ........ ... ... .. ... .. ... 7.0 (6.1) 0.9
Balance at December 31, 2012 . . ... ... 96.1 (54.7) 414
Foreign currency translation . .. ........ ... .. i 4.0 (2.3) 1.7
Balance at December 31, 2013 . . ... .. .. .. 100.1 (57.0) 43.1
Goodwill acquired in acquisition of the technical materials business . ... ... 13.5 — 13.5
Foreign currency translation . .. ........ .. ... . i (11.8) 6.7 (5.1)
Balance at December 31, 2014 . . .. ... .. $101.8 $(50.3)  $51.5

Impairment

As of December 31, 2014 and 2013, the carrying amount of goodwill was not impaired.
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Note 4. Goodwill and Other Intangible Assets (Continued)
Other Intangible Assets

As of December 31, 2014, the Company had net identifiable intangible assets of $58.9 million. All such intangible
assets were acquired in the acquisitions of Neenah Germany, Fox River, the Wausau and Southworth brands and
the technical materials business. The following table details amounts related to those assets.

V;’siegrl;tgeed December 31, 2014 December 31, 2013
amortization Gross Accumulated Gross Accumulated
period (years) Amount Amortization Amount Amortization

Amortizable intangible assets
Customer based intangibles . ................ 15 $22.7 $ (8.1) $17.5 $ (7.6)
Trade names and trademarks . ............... 10-15 5.1 (4.2) 5.8 (4.2)
Acquired technology . ..................... 10-15 7.5 (1.0) 1.1 (0.8)
Total amortizable intangible assets . ............. 353 (13.3) 24.4 (12.6)
Trade names . ................0uiuo.... Not amortized 36.9 26.7 —
Total . ... .. . . $72.2 $(13.3) $51.1 $(12.6)

In conjunction with the acquisition of the technical materials business, the Company recorded $11.1 million in
non-amortizable intangible trade names and $6.9 million and $6.4 million in amortizable customer based intangible
assets and acquired technology, respectively. All other changes in the carrying value of the Company’s intangible
assets not specifically identified are due to foreign currency translation effects. The weighted average useful lives
assigned to amortizable intangible trade names, trademarks and customer based intangible assets was 15 years.

As of December 31, 2014, $37.6 million and $21.3 million of such intangible assets are reported within the
Technical Products and Fine Paper and Packaging segments, respectively. See Note 13, “Business Segment and
Geographic Information.” Aggregate amortization expense of acquired intangible assets for the years ended
December 31, 2014, 2013 and 2012 was $2.3 million, $1.9 million and $1.9 million, respectively and was reported
in Cost of Products Sold on the Consolidated Statement of Operations. Estimated amortization expense for the
years ended December 31, 2015, 2016, 2017, 2018 and 2019 is $2.6 million, $2.4 million, $1.9 million, $1.9 million
and $1.9 million, respectively.
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Note 5. Income Taxes

The Company accounts for income taxes in accordance with ASC Topic 740, Income Taxes. Income tax expense
represented 10.1 percent, 32.1 percent and 30.0 percent of income from continuing operations before income taxes
for the years ended December 31, 2014, 2013 and 2012, respectively. The following table presents the principal
reasons for the difference between the Company’s effective income tax rate and the U.S. federal statutory income
tax rate:

Year Ended December 31,

2014 2014 2013 2013 2012 2012

U.S. federal statutory income tax rate .. ........... 35.0% $ 26.7 35.0% $25.5 35.0% $20.0
U.S. state income taxes, net of federal income tax

benefit. . ... ... 21% 1.6 23% 1.7 19% 1.1
Tax on foreign dividends . ..................... 3.0% 2.3 28% 2.0 — —
Foreign tax rate differences (a).................. 2.8)% (2.1) 24H% (1.7) 27% (1.6)
Foreign financing structure (b) .. ................ 25% (1.9) (33)% (2.4) 43)% (2.4)
Research and development and other tax

credits (C) ..o v (31.5)% (24.1) B.0)% (2.2) — —
Uncertain income tax positions . . . . .............. 6.4% 4.9 12% 0.9 12% 0.6
Other differences —mnet ...................... 0.4% 0.3 (0.5)% (0.4) (1.1)% (0.6)
Effective income taxrate . ..................... 101% $ 7.7 32.1% $23.4 30.0% $17.1

(a) Represents the impact on the Company’s effective tax rate due to changes in the mix of earnings among
taxing jurisdictions with differing statutory rates.

(b) Represents the impact on the Company’s effective tax rate of the Company’s financing strategies.

(c) For the year ended December 31, 2014, following an extensive study of the Company’s research and
development (“R&D”) activities for the years 2005 through 2014 and a change in methodology, the Company
recognized a $24.1 million net benefit related to R&D tax credits.

The Company’s effective income tax rate can be affected by many factors, including but not limited to, changes in
the mix of earnings in taxing jurisdictions with differing statutory rates, the availability of R&D and other tax
credits, changes in corporate structure as a result of business acquisitions and dispositions, changes in the
valuation of deferred tax assets and liabilities, the results of audit examinations of previously filed tax returns and
changes in tax laws.

The following table presents the U.S. and foreign components of income from continuing operations before
income taxes:

Year Ended December 31,
2014 2013 2012

Income from continuing operations before income taxes:

U S e $46.5 $48.0 $35.8
Foreign . . ..o 299 248 212
Total ..o $76.4 $72.8 $57.0
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Note 5. Income Taxes (Continued)

The following table presents the components of the provision (benefit) for income taxes:

Year Ended December 31,
2014 2013 2012

Provision (benefit) for income taxes:

Current:
Federal . . ..o $ 05 $(05) $(2.2)
State . . ..o — 0.3 —
Foreign . . . 35 5.9 8.8
Total current tax provision . ....... ... ... 4.0 5.7 6.6
Deferred:
Federal . . ... .. 69 184 120
At . . . ot e (5.9) — 0.4
Foreign . . . . 27 0.7y (1.9
Total deferred tax provision . ... ... ... ...ttt 37 1777 105
Total provision for income taxes ... ........... i $ 7.7 $234 $17.1

The Company has elected to treat its Canadian operations as a branch for U.S. income tax purposes. Therefore,
the amount of income (loss) before income taxes from Canadian operations are included in the Company’s
consolidated U.S. income tax returns and such amounts are subject to U.S. income taxes.
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NEENAH PAPER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in millions, except as noted)

Note 5. Income Taxes (Continued)

The asset and liability approach is used to recognize deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying amounts and the tax bases of assets and liabilities.
The components of deferred tax assets and liabilities are as follows:

December 31,

2014 2013
Net current deferred income tax assets
Research and development tax creditS . . .. .. ..ottt $ 76 $ 05
Net operating losses and credits . .. ... ..ot 2.9 13.2
Accrued liabilities . . . . ... e 25 24
Employee benefits . . .. ... 1.5 1.6
Inventory . ..o 0.9 4.8
Other . .. 0.4 0.3
Net current deferred income tax @ssetS . . .. ... .. v ittt ettt e 15.8 22.8
Net noncurrent deferred income tax assets
Research and development tax credits . . . ... ... ... 18.5 1.5
Net operating losses and credits . .. ... .. 10.0 8.5
Employee benefits . . . . ... 20.2 223
Accelerated depreciation . ... .. ... ...ttt e (18.6) (18.4)
Other . . 0.2)  (0.6)
Net noncurrent deferred income tax assetS . . .. ... vv vttt 29.9 13.3
Total deferred INCOME taX ASSELS . . o o o v vt it e e e e e e e e e e e e e $ 45.7 36.1
Net noncurrent deferred income tax liability
Accelerated depreciation . . ... ... .. .. e $16.7 $188
Intangibles . . ... ... 35 4.5
Interest IMitation . . ... . ... e (1.1) (1.9)
Employee benefits . . .. ... 81 (52
Net 0perating LOSSES . . . . . v v vttt e e e e e e 0.2)  (0.2)
Other . o 0.2)  (04)
Net noncurrent deferred income tax liabilities .. .............. .. ... .. ........ $ 106 $ 156

As of December 31, 2014 and 2013, the Company had no valuation allowance against its income tax assets. In
determining the need for a valuation allowance, the Company considers many factors, including specific taxing
jurisdictions, sources of taxable income, income tax strategies and forecasted earnings for the entities in each
jurisdiction. A valuation allowance is recognized if, based on the weight of available evidence, the Company
concludes that it is more likely than not that some portion or all of the deferred income tax asset will not be
realized.

As of December 31, 2014, the Company had $5.2 million of U.S. Federal and $64.4 million of U.S. state net
operating losses (“NOLs”). If not used, substantially all of the NOLs will expire in various amounts between 2020
and 2030. As of December 31, 2014, the Company had $31.4 million of U.S. federal and state R&D credits which,
if not used, will expire between 2025 and 2034 for the U.S. federal R&D credits and between 2017 and 2029 for
the state R&D credits. The Company also has preacquisition and recognized built-in loss carryovers of

$11.8 million, net of expected limitations. In addition, the Company has $3.4 million of Alternative Minimum Tax
Credit carryovers, which can be carried forward indefinitely.

As of December 31, 2014 and 2013, the Company had no undistributed earnings of foreign subsidiaries.
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Note 5. Income Taxes (Continued)

The following is a tabular reconciliation of the total amounts of uncertain tax positions as of and for the years
ended December 31, 2014, 2013 and 2012:

For the Years Ended
December 31,

2014 2013 2012

Balance at January 1, .. ... ... ... $43 $48 $84
Increases in prior period tax poSItIONS . . . . ..ot e — 0.2 4.4
Decreases in prior period tax poSIitions . .. ... ... ...ttt (22) (0.8) (7.5
Increases in current period taX positions . .. ......... ... i 53 1.3 —
Decreases due to settlements with tax authorities . . . ........................... 0.2) (1.3) (0.5)
Increase (decrease) from foreign exchange rate changes . . ....................... 0.2) 0.1 —

Balance at December 31, . . o ..ottt $70 $43 $48

If recognized, $6.6 million of the benefit for uncertain tax positions at December 31, 2014 would favorably affect
the Company’s effective tax rate in future periods. The Company does not expect that the expiration of the statute
of limitations or the settlement of audits in the next 12 months will result in liabilities for uncertain income tax
positions that are materially different than the amounts that were accrued as of December 31, 2014.

The Company or one of its subsidiaries files income tax returns in the U.S. federal jurisdiction, various U.S. state
jurisdictions and foreign jurisdictions. The Company is no longer subject to U.S. federal examination for years
before 2008 and state and local examinations for years before 2007 and non-U.S. income tax examinations for
years before 2012.

The Company recognizes accrued interest and penalties related to uncertain income tax positions in the Provision
for income taxes on the consolidated statements of operations. As of December 31, 2014 and 2013, the Company
had less than $0.1 million and $0.1 million, respectively, accrued for interest and penalties related to uncertain
income tax positions.
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Note 6. Debt

Long-term debt consisted of the following:

December 31,
2014 2013
2021 Senior Notes (5.25% fixed rate) due May 2021 . .. ... ... ... ... $175.0 $175.0
Neenah Germany revolving lines of credit (variable rates). .. ................ .. ........ — 19.3
Global Revolving Credit Facilities (variable rates) due December 2019 ................... 48.7
Neenah Germany project financing (3.8% fixed rate) due in 16 equal semi-annual installments
ending December 2016 . . . .. .. . — 5.2
Second German Loan Agreement (2.45% fixed rate) due in 32 equal quarterly installments
ending September 2022 . . . .. L e 10.6 12.4
Total Debt . . ... 2343 2119
Less: Debt payable within one year . . ... ... ... 1.4 214
Long-term debt . . ... $232.9 $190.5
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Note 6. Debt (Continued)
Unsecured Senior Notes
2021 Senior Notes

In May 2013, the Company completed an underwritten offering of eight-year senior unsecured notes (the “2021
Senior Notes”) at a face amount of $175 million. The 2021 Senior Notes bear interest at a rate of 5.25%, payable
in arrears on May 15 and November 15 of each year, commencing on November 15, 2013, and mature on May 15,
2021. Proceeds from this offering were used to redeem the remaining $70 million outstanding principal amount of
ten-year 7.375% senior unsecured notes, originally issued on November 30, 2004, to repay approximately

$56 million in outstanding revolving credit agreement borrowings and for general corporate purposes. The 2021
Senior Notes are fully and unconditionally guaranteed by substantially all of the Company’s domestic subsidiaries
(the “Guarantors”). The 2021 Senior Notes were sold in a private placement transaction, have not been registered
under the Securities Act of 1933, as amended, and may not be offered or sold absent registration or an applicable
exemption from registration requirements.

The 2021 Senior Notes are senior unsecured obligations of the Company and rank equally in right of payment
with all its existing and future senior unsecured indebtedness. The guarantees of the 2021 Senior Notes are senior
unsecured obligations of the Guarantors and rank equally in right of payment with all existing and future senior
unsecured indebtedness of the Guarantors. The 2021 Senior Notes and the guarantees of the 2021 Senior Notes
are effectively subordinated to the Company’s and the Guarantors’ existing and future secured indebtedness (to
the extent of the value of the collateral) and are structurally subordinated to all indebtedness and other
obligations of the Company’s subsidiaries that do not guarantee the 2021 Senior Notes, including the trade
creditors of such non-guarantor subsidiaries.

The 2021 Senior Notes contain terms, covenants and events of default with which the Company must comply,
which the Company believes are ordinary and standard for notes of this nature. Among other things, the 2021
Senior Notes contain covenants restricting our ability to incur certain additional debt, make specified restricted
payments, pay dividends, authorize or issue capital stock, enter into transactions with our affiliates, consolidate or
merge with or acquire another business, sell certain of our assets or liquidate, dissolve or wind-up the Company.
As of December 31, 2014, the Company was in compliance with all terms of the indenture for the 2021 Senior
Notes.

Amended and Restated Secured Revolving Credit Facility

In December 2014, the Company amended and restated its existing credit facility by entering into the Third
Amended and Restated Credit Agreement (the “Third Amended Credit Agreement”) by and among the Company
and certain of its domestic subsidiaries as the “Domestic Borrowers”, Neenah Services GmbH & Co. KG
(“Neenah Services”) and certain of its German subsidiaries as the “German Borrowers”, certain other subsidiaries
as the “German Guarantors”, the financial institutions signatory to the Third Amended Credit Agreement as
lenders (the “Lenders”), and JPMorgan Chase Bank, N.A., as agent for the Lenders (the “Administrative Agent”).
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Note 6. Debt (Continued)

The Third Amended Credit Agreement, among other things: (1) increases the maximum principal amount of the
existing credit facility for the Domestic Borrowers to $125 million (the “U.S. Revolving Credit Facility”);

(2) establishes a secured, multicurrency, revolving credit facility for the German Borrowers in the maximum
principal amount of $75 million (the “German Revolving Credit Facility,” and together with the U.S. Revolving
Credit Facility, the “Global Revolving Credit Facilities”); (3) causes the Company and the other Domestic
Borrowers to guarantee, among other things, the obligations of the German Borrowers arising under the German
Revolving Credit Facility; (4) provides for the Global Revolving Credit Facilities to mature on December 18, 2019;
and (5) provides for an accordion feature permitting one or more increases in the Global Revolving Credit
Facilities in an aggregate principal amount not exceeding $50 million, such that the aggregate commitments under
the Global Revolving Credit Facilities do not exceed $250 million. In addition, the Domestic Borrowers may
request letters of credit under the U.S. Revolving Credit Facility in an aggregate face amount not to exceed

$20 million outstanding at any time, and the German Borrowers may request letters of credit under the German
Revolving Credit Facility in an aggregate face amount not to exceed $2 million outstanding at any time.

Proceeds of borrowings under the Global Revolving Credit Facilities may be used to finance working capital
needs, permitted acquisitions, permitted investments (including certain intercompany loans), certain dividends,
distributions and other restricted payments, and for other general corporate purposes.

The right of the Domestic Borrowers to borrow and obtain letters of credit under the U.S. Revolving Credit
Facility is subject to, among other things, the borrowing base of the Domestic Borrowers on a consolidated basis
(the “Domestic Borrowing Base”). The right of the German Borrowers to borrow and obtain letters of credit
under the German Revolving Credit Facility is similarly subject to a borrowing base requirement (the “German
Borrowing Base”). The German Borrowing Base is initially determined on a combined basis for all German
Borrowers. Under certain circumstances (including the occurrence of an event of default resulting from an act or
omission of any German Borrower or German Guarantor), the Administrative Agent may require the German
Borrowing Base to be determined separately for each of the German Borrowers. At its option the Company may,
from time to time, allocate a portion of the Domestic Borrowing Base to the German Borrowing Base (resulting
in a corresponding reduction of the Domestic Borrowing Base); however, the principal amount of borrowings and
the outstanding letter of credit exposure under the German Revolving Credit Facility may not at any time exceed
the German Revolving Credit Facility commitment amount then in effect.
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The guarantees of the German Guarantors are limited solely to the German Revolving Credit Facility obligations.
Under the terms of the Third Amended Credit Agreement and related loan documentation, neither the German
Borrowers nor the German Guarantors (collectively, the “German Loan Parties”) will be liable for any obligations
relating to the U.S. Revolving Credit Facility. The Global Revolving Credit Facilities are secured by liens on all or
substantially all of the assets of the Domestic Borrowers. The German Revolving Credit Facility is secured by liens
on all or substantially all of the assets of the German Borrowers and certain assets of the German Guarantors.
Any liens granted by the German Loan Parties secure only the German Revolving Credit Facility obligations.

Under the terms of the Third Amended Credit Agreement, borrowing under the U.S. Revolving Credit Facility
will bear interest at either (1) a prime rate-based index, (2) the federal funds rate, or (3) LIBOR (which cannot
be less than zero percent) plus 1.00% plus an applicable margin ranging from 0.00% to 3.00%, depending on the
amount of availability under the Third Amended Credit Agreement. Borrowing under the German Revolving
Credit Facility will bear interest at LIBOR (which cannot be less than zero percent) plus an applicable margin
ranging from 1.50% to 2.00%, depending on the amount of availability under the Third Amended Credit
Agreement. Until the tenth business day after delivery of the Company’s borrowing base compliance certificate for
the month ending June 30, 2015, the applicable margin on borrowings will be 0.25% for prime rate-based
borrowings, and 1.75% for LIBOR-based borrowings. The Company is also required to pay a monthly commitment
fee on the unused amounts available under the Global Revolving Credit Facilities at a per annum rate of 0.25%.

F-25



NEENAH PAPER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in millions, except as noted)

Note 6. Debt (Continued)

The Third Amended Credit Agreement contains covenants with which the Company and its subsidiaries must
comply during the term of the agreement, which the Company believes are ordinary and standard for agreements
of this nature. Among other things, such covenants restrict the ability of the Company and its subsidiaries to incur
certain debt, incur or create certain liens, make specified restricted payments, authorize or issue capital stock,
enter into transactions with their affiliates, consolidate, merge with or acquire another business, sell certain of
their assets, or dissolve or wind up. In addition, if the aggregate availability under the Global Revolving Credit
Facilities is less than the greater of (i) $25 million and (ii) 12.5% of the maximum aggregate commitments under
the Global Revolving Credit Facilities as then in effect, the Company will be subject to increased reporting
obligations and controls until such time as availability is more than the greater of (a) $35 million and (b) 17.5% of
the maximum aggregate commitments under the Global Revolving Credit Facilities as then in effect.

If aggregate availability under the Global Revolving Credit Facilities is less than the greater of (i) $20 million and
(ii) 10% of the maximum aggregate commitments under the Global Revolving Credit Facilities as then in effect,
the Company is required to comply with a fixed charge coverage ratio (as defined in the Third Amended Credit
Agreement) of not less than 1.1 to 1.0 for the preceding four-quarter period, tested as of the end of each quarter.
Such compliance, once required, would no longer be necessary once (x) aggregate availability under the Global
Revolving Credit Facilities exceeds the greater of (i) 17.5% of the aggregate commitment for the Global Revolving
Credit Facilities and (ii) $35 million for 60 consecutive days and (y) no default or event of default has occurred
and is continuing during such 60-day period. As of December 31, 2014, aggregate availability under the Global
Revolving Credit Facilities exceeded the minimum required amount, and the Company is not required to comply
with such fixed charge coverage ratio.

The Third Amended Credit Agreement also contains events of default customary for financings of this type,
including failure to pay principal or interest, materially false representations or warranties, failure to observe
covenants and certain other terms of the Third Amended Credit Agreement, cross-defaults to certain other
indebtedness, bankruptcy, insolvency, various ERISA and foreign pension violations, the incurrence of material
judgments and changes in control.

Subject to certain conditions (including the absence of a default or event of default under the Third Amended
Credit Agreement), the Third Amended Credit Agreement permits the Company the make up to $10 million in
cash repurchases of its outstanding common stock during each fiscal year, beginning in 2015, and to pay up to
$25 million in cash dividends to its stockholders during any period of 12 consecutive months; however, such stock
repurchases can be made, and such cash dividends can be paid, on an unlimited basis if pro forma aggregate
availability under the Global Revolving Credit Facilities is greater than or equal to the greater of (i) $25 million
and (ii) 12.5% of the aggregate commitment under the Global Revolving Credit Facilities, at all times during the
60-day period ending on the date of such repurchase or dividend payment.

Availability under the Global Revolving Credit Facilities varies over time depending on the value of the
Company’s inventory, receivables and various capital assets. As of December 31, 2014, the Company had

$48.7 million outstanding under the Global Revolving Credit Facilities and $145.8 million of available credit (based
on exchange rates at December 31, 2014). As of December 31, 2014, the weighted-average interest rate on
outstanding Revolver borrowings was 1.8 percent per annum.

In June 2013, the Company amended the Second Amended and Restated Credit Agreement (as amended, the
“Bank Credit Agreement”) to, among other things; (i) modify the Second Amended and Restated Credit
Agreement’s accordion feature to permit the Company, subject to certain conditions, to increase the aggregate
revolving credit facility commitments by up to $30 million, to a maximum amount of $180 million (ii) increase the
Company’s allowable dividends paid to shareholders in any period of 12 consecutive months to $25 million,

(iii) allow the Company to repurchase up to $30 million of its own common stock on or before December 31,
2014, with no more than $15 million of that amount to be repurchased on or before December 31, 2014, and

(iv) make certain definitional and administrative changes. As of December 31, 2013, the Company had a

$105 million Revolver pursuant to the Bank Credit Agreement of which no amounts were outstanding.
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Note 6. Debt (Continued)

The Company’s ability to pay cash dividends on its common stock is also limited under the terms of the 2021
Senior Notes. As of December 31, 2014, under the most restrictive terms of the 2021 Senior Notes and the Third
Amended Credit Agreement, the Company’s ability to pay cash dividends on its common stock was limited to a
total of $25 million in a 12-month period.

Other Debt
Neenah Germany Project Financing

German Loan Agreement. In December 2006, Neenah Germany entered into a 10-year agreement with
HypoVereinsbank and IKB Deutsche Industriebank AG (“IKB”) to provide €10.0 million of project financing (the
“German Loan Agreement”). In May 2014, the Company terminated the German Loan Agreement by repaying
the remaining €3.7 million ($5.2 million) in outstanding German Loan Agreement borrowings.

Second German Loan Agreement. In January 2013, Neenah Germany entered into a project financing agreement
for the construction of a melt blown machine (the “Second German Loan Agreement”). The agreement provides
for €9.0 million of construction financing which is secured by the melt blown machine. The loan matures in
September 2022 and principal is repaid in equal quarterly installments beginning in December 2014. The interest
rate on amounts outstanding is 2.45% based on actual days elapsed in a 360-day year and is payable quarterly. At
December 31, 2014, €8.7 million ($10.6 million, based on exchange rates at December 31, 2014) was outstanding
under the Second German Loan Agreement.

Neenah Germany Revolving Lines of Credit

HypoVereinsbank Line of Credit. Neenah Germany had a revolving line of credit with HypoVereinsbank (the
“HypoVereinsbank Line of Credit”) that provided for borrowings of up to €15 million for general corporate
purposes. The Company cancelled the HypoVereinsbank Line of Credit upon entering into the Third Amended
Credit Agreement. As of December 31, 2013, the weighted-average interest rate on outstanding HypoVereinsbank
Line of Credit borrowings was 3.1 percent per annum.
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Commerzbank Line of Credit. In January 2012, Neenah Germany entered into an agreement with Commerzbank
AG (“Commerzbank™) to provide up to €3.0 million of unsecured revolving credit borrowings for general
corporate purposes (the “Commerzbank Line of Credit”). In February 2013, the Company and Commerzbank
amended the Commerzbank Line of Credit to provide up to €5.0 million of unsecured revolving credit borrowings.
The Company cancelled the Commerzbank Line of Credit upon entering into the Third Amended Credit
Agreement. As of December 31, 2013, the weighted average interest rate on Commerzbank Line of Credit
borrowings was 2.9 percent per annum.

Principal Payments

The following table presents the Company’s required debt payments:

2015 2016 2017 2018 2019 Thereafter Total

Debt PAYMENLS . . o oottt et e e e $1.4 $1.4 $1.4 $1.4 $50.0 $178.7 $234.3

Note 7. Pension and Other Postretirement Benefits
Pension Plans

Substantially all active employees of the Company’s U.S. operations participate in defined benefit pension plans
and/or defined contribution retirement plans. Neenah Germany has defined benefit plans designed to provide a
monthly pension upon retirement for substantially all its employees in Germany. In addition, the Company
maintains a SERP which is a non-qualified defined benefit plan. The Company provides benefits under the SERP
to the extent necessary to fulfill the intent of its defined benefit retirement plans without regard to the limitations
set by the Internal Revenue Code on qualified defined benefit plans.
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Note 7. Pension and Other Postretirement Benefits (Continued)

During 2014, the Company offered a one-time lump sum payout option to all eligible U.S. participants with a
deferred vested pension benefit (the participant had a vested pension benefit but was no longer an employee of
the Company and was not in retirement status) in the Neenah Paper Pension Plan. For the year ended

December 31, 2014, approximately 425 individuals elected to receive their pension benefit as a lump-sum payment
and the Company paid a total of $14.0 million in such lump-sum payments. For the years ended December 31,
2014, 2013 and 2012, benefit payments under certain post-retirement benefit plans exceeded the sum of expected
service cost and interest costs for these plans for the respective calendar years. In accordance with ASC Topic 715,
Compensation — Retirement Benefits (“ASC Topic 715”), the Company measured the liabilities of the
post-retirement benefit plans and recognized settlement losses of $3.5 million, $0.2 million and $3.5 million,
respectively.

The Company’s funding policy for its U.S. qualified defined benefit plan is to contribute assets to fully fund the
projected benefit obligation. Subject to regulatory and tax deductibility limits, any funding shortfall is to be
eliminated over a reasonable number of years. Nonqualified plans providing pension benefits in excess of
limitations imposed by taxing authorities are not funded. There is no legal or governmental obligation to fund
Neenah Germany’s benefit plans and as such the Neenah Germany defined benefit plans are currently unfunded.
As of December 31, 2014, Neenah Germany had investments of $2.0 million that were restricted to the payment
of certain post-retirement employee benefits. As of December 31, 2014, $0.6 million and $1.4 million of such
investments are classified as prepaid and other current assets and other assets, respectively, on the consolidated
balance sheet.

The Company uses the fair value of pension plan assets to determine pension expense, rather than averaging gains
and losses over a period of years. Investment gains or losses represent the difference between the expected return
calculated using the fair value of the assets and the actual return based on the fair value of assets. The Company’s
pension obligations are measured annually as of December 31.

During 2014, the Society of Actuaries released a new mortality table, which is believed to better reflect mortality
improvements and is to be used in calculating defined benefit pension obligations. The Company adopted these
new tables for its U.S. pension plans for use in determining its projected benefit obligations. Adoption of the new
mortality tables increased the Company’s projected benefit obligation by approximately $5.5 million at

December 31, 2014.

Other Postretirement Benefit Plans

The Company maintains postretirement health care and life insurance benefit plans for active employees of the
Company and former employees of the Canadian pulp operations. The plans are generally noncontributory for
employees who were eligible to retire on or before December 31, 1992 and contributory for most employees who
became eligible to retire on or after January 1, 1993. The Company does not provide a subsidized benefit to most
employees hired after 2003.

The Company’s obligations for postretirement benefits other than pensions are measured annually as of
December 31. At December 31, 2014, the assumed inflationary health care cost trend rates used to determine
obligations at December 31, 2014 and costs for the year ended December 31, 2014 were 7.0 percent gradually
decreasing to an ultimate rate of 4.5 percent in 2027. The assumed inflationary health care cost trend rates used
to determine obligations at December 31, 2013 and costs for the year ended December 31, 2014 were 7.3 percent
gradually decreasing to an ultimate rate of 4.5 percent in 2027.
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Note 7. Pension and Other Postretirement Benefits (Continued)

The following table reconciles the benefit obligations, plan assets, funded status and net liability information of
the Company’s pension and other postretirement benefit plans.

Postretirement
Benefits
Other than
Pension Benefits Pensions
Year Ended December 31,
2014 2013 2014 2013
Change in Benefit Obligation:
Benefit obligation at beginning of year . ........................... $320.4 $3253 $41.1 §$ 46.7
SEIVICE COSE . o v vttt et e 53 53 1.7 1.8
Interest cost . ... ... .. 15.2 13.5 1.9 1.8
CUITENCY . . o v vttt e e e e e e e (7.0) 1.9 (0.5) 0.1
Actuarial (gain) loSS . . .. ... 477 (12.3) 0.4 (4.0)
Benefit payments from plans . ........... .. .. o (14.4) @135 39 @37
Settlement payments . .. ... ... oottt (14.0) (0.4) — —
Plan amendments . ........... . ... e — 0.5 — (1.4)
Gainon plan curtailment . . . .. ... .. L — — — (0.2)
Other . .. e 0.1 0.1 — —
Benefit obligation at end of year .................... .. .. .. ... ... $353.3 $3204 $40.7 $41.1
Change in Plan Assets: 4
Fair value of plan assets at beginning of year ....................... $261.3 $2393 § — § — 3
Actual gain on plan assets . . ... ... .. 28.6 15.6 — — N
Employer contributions . . .......... ... . 24.5 18.1 — — ;
Benefit payments. . . ... ... (12.1)  (11.3) — —
Settlement payments . ... ....... ... ... (14.0) (0.4) — —
Fair value of plan assets atend of year . . .......................... $288.3 $2613 $§ — § —
Reconciliation of Funded Status
Fair value of plan assets. . ... ...t $288.3 $2613 $ — $§ —
Projected benefit obligation . ............. . ... ... . .. 3533 3204 40.7 41.1
Net liability recognized in statement of financial position . .............. $(65.0) $(59.1) $(40.7) $(41.1)
Amounts recognized in statement of financial position consist of:
Current liabilities. . . . ... .ot $ (24) $ (26) $ (3.6) $ (3.9
Noncurrent liabilities . . . ... ... . (62.6) (56.5) (37.1) (372
Net amount recognized . . ... ..ottt $(65.0) $(59.1) $(40.7) $(41.1)
Amounts recognized in accumulated other comprehensive income consist of:
Postretirement
Benefits
Pension Other than
Benefits Pensions

December 31,
2014 2013 2014 2013

Accumulated actuarial 10SS . .. . ... $91.2 $64.8 §$47 §47
Prior SEIVICe COSt . . o v vttt e e 1.5 1.8  (0.7) (0.9
Total recognized in accumulated other comprehensive income. . ... .......... $92.7 $66.6 $4.0 $38
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Summary disaggregated information about the pension plans follows:

December 31,

Assets ABO
Exceed ABO Exceed Assets Total
2014 2013 2014 2013 2014 2013
Projected benefit obligation . . ........................ $290.4  $266.4 $62.9 $54.0 $353.3 $320.4
Accumulated benefit obligation . .......... ... ... .... 2741 2516 622 533 3363 3049
Fair value of plan assets ............ ... ... ... .... 2883 2613 — — 2883 2613

Components of Net Periodic Benefit Cost

Postretirement Benefits
Pension Benefits Other than Pensions

Year Ended December 31,
2014 2013 2012 2014 2013 2012

Service CoSt .. .. $ 53 $ 53 $ 46 $17 $1.8 $1.8
Interest cost. .. ... ... i 15.2 13.5 14.1 1.9 1.8 21
Expected return on plan assets(a) . ... .........c..uuuunn... (16.7) (17.1) (15.3) — - =
Recognized net actuarial loss .. ................ .. ... .... 4.2 5.7 4.1 0.4 07 05
Amortization of prior service cost (credit) .................. 0.3 0.3 03 (02) (0.1) 0.2
Amount of curtailment loss recognized . ................... — — — — — 03
Amount of settlement loss recognized .. ................... 3.5 0.2 35 — — —
Net periodic benefit cost. ... .......... ... $11.8 $ 79 $113 $38 $42 $49

(a) The expected return on plan assets is determined by multiplying the fair value of plan assets at the prior
year-end (adjusted for estimated current year cash benefit payments and contributions) by the expected
long-term rate of return.

Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive Income

Postretirement Benefits
Pension Benefits Other than Pensions

Year Ended December 31,
2014 2013 2012 2014 2013 2012

Net periodic benefit expense . ... ...t . $11.8 $ 79 §$11.3 $38 $42 §$49
Accumulated actuarial loss (gain). . ..............c..... ... 264 (16.4) 208 — (51 27
Prior service cost (credit) . ........... .. (0.3) 0.2 04 02 (1.3) (02)
Total recognized in other comprehensive income. .. ............ 261  (16.2) 212 02 (64) 25

Total recognized in net periodic benefit cost and other
cOmpPrehensive iNCOME . . . . v oot v et e $37.9 $ (8.3) $325 $4.0 $(22) $74

The estimated net actuarial loss and prior service cost for the defined benefit pension plans expected to be
amortized from accumulated other comprehensive income into net periodic benefit cost over the next fiscal year
are $6.7 million and $0.2 million, respectively. The estimated net actuarial loss and prior service (credit) for
postretirement benefits other than pensions expected to be amortized from accumulated other comprehensive
income into net periodic benefit cost over the next fiscal year is $0.1 million and $(0.2) million, respectively.
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Note 7. Pension and Other Postretirement Benefits (Continued)
Weighted-Average Assumptions Used to Determine Benefit Obligations at December 31

Postretirement
Pension Benefits Other
Benefits than Pensions

2014 2013 2014 2013

Discount rate . ... ... 391% 4.88% 4.05% 4.84%
Rate of compensation increase . .............. ... ... ... 292% 2.96%  — —

Weighted-Average Assumptions Used to Determine Net Periodic Benefit Cost for Years Ended December 31

Postretirement
Benefits Other than
Pension Benefits Pensions

Year Ended December 31,
2014 2013 2012 2014 2013 2012

Discountrate .......... ... ... &% E% a% @% E% ﬁ%
Expected long-term return on plan assets . ....................... 6.50% 7.00% 7.25% — — —
Rate of compensation increase . . ............. ... ... . . ... 296% 2.96% 2.95% — — @ —

Expected Long-Term Rate of Return and Investment Strategies

The expected long-term rate of return on pension fund assets held by the Company’s pension trusts was
determined based on several factors, including input from pension investment consultants and projected long-term
returns of broad equity and bond indices. Also considered were the plans’ historical 10-year and 15-year
compounded annual returns. It is anticipated that, on average, actively managed U.S. pension plan assets will
generate annual long-term rates of return of approximately 6.50 percent. The expected long-term rate of return on
the assets in the plans was based on an asset allocation assumption of approximately 35 percent with equity
managers, with expected long-term rates of return of approximately 8 to10 percent, and 65 percent with fixed
income managers, with an expected long-term rate of return of about 4 to 6 percent. The actual asset allocation is
regularly reviewed and periodically rebalanced to the targeted allocation when considered appropriate.
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Plan Assets
Pension plan asset allocations are as follows:

Percentage of Plan
Assets At
December 31,

2014 2013 2012

Asset Category

EqUity SECUTTHIES .« . . o vttt et e e e e e e e e e 35% 35% 40%
Debt SECUTILIES . . . . . ottt 65% 64% 59%
Cash and money-market funds. . .. ... ... .. . —% 1% 1%
0 100% 100% 100%

The Company’s investment objectives for pension plan assets is to ensure, over the long-term life of the pension
plans, an adequate pool of assets to support the benefit obligations to participants, retirees, and beneficiaries.
Specifically, these objectives include the desire to: (a) invest assets in a manner such that future assets are
available to fund liabilities, (b) maintain liquidity sufficient to pay current benefits when due and (c) diversity,
over time, among asset classes so assets earn a reasonable return with acceptable risk to capital.
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The target investment allocation and permissible allocation range for plan assets by category are as follows:

Strategic Target Permitted Range

Asset Category
Equity SECUrities . . . . . .ottt e 35% 35-45%
Debt securities/Fixed Income. . . ... .. . 65% 55-65%

As of December 31, 2014, no company or group of companies in a single industry represented more than five
percent of plan assets.

The Company’s investment assumptions are established by an investment committee composed of members of
senior management and are validated periodically against actual investment returns. As of December 31, 2014, the
Company’s investment assumptions are as follows:

(a)

(b)

(©)
(d)

(e)

()

(8)

the plan should be substantially fully invested in debt and equity securities at all times because
substantial cash holdings will reduce long-term rates of return;

equity investments will provide greater long-term returns than fixed income investments, although with
greater short-term volatility;

it is prudent to diversify plan investments across major asset classes;

allocating a portion of plan assets to foreign equities will increase portfolio diversification, decrease
portfolio risk and provide the potential for long-term returns;

investment managers with active mandates can reduce portfolio risk below market risk and potentially
add value through security selection strategies, and a portion of plan assets should be allocated to such
active mandates;

a component of passive, indexed management can benefit the plans through greater diversification and
lower cost, and a portion of the plan assets should be allocated to such passive mandates, and

it is appropriate to retain more than one investment manager, given the size of the plans, provided that
such managers offer asset class or style diversification.

For the years ended December 31, 2014, 2013 and 2012, no plan assets were invested in the Company’s securities.

Cash Flows

At December 31, 2014, the Company expects to make aggregate contributions to qualified pension trusts and
payments of pension benefits for unfunded pension plans in 2015 of approximately $12.4 million (based on
exchange rates at December 31, 2014).

Future Benefit Payments

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid:

Postretirement Benefits

Pension Plans Other than Pensions
2004 . $ 154 $ 3.6
2 16.1 32
2006 . o o 17.9 3.6
2007 . e 17.8 39
2008 . 20.2 4.1
Years 2019- 2023 . . .o 102.5 19.2
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Health Care Cost Trends

Assumed health care cost trend rates affect the amounts reported for postretirement health care benefit plans. A
one-percentage-point change in assumed health care cost trend rates would have the following effects:

One Percentage-
Point

Increase  Decrease

Effect on total of service and interest cost COmMpoONents . . . .........covviiv ... $— $ —
Effect on post-retirement benefit other than pension obligation. . ...................... 0.3 (0.4)

Defined Contribution Retirement Plans

Company contributions to defined contribution retirement plans are primarily based on the age and compensation
of covered employees. Contributions to these plans, all of which were charged to expense, were $1.9 million in
2014 and 2013 and $1.8 million in 2012. In addition, the Company maintains a supplemental retirement
contribution plan (the “SRCP”) which is a non-qualified, unfunded defined contribution plan. The Company
provides benefits under the SRCP to the extent necessary to fulfill the intent of its defined contribution retirement
plans without regard to the limitations set by the Internal Revenue Code on qualified defined contribution plans.
For the years ended December 31, 2014, 2013 and 2012, the Company recognized expense related to the SRCP of
$0.1 million, $0.3 million and $0.2 million, respectively.

Investment Plans

The Company provides voluntary contribution investment plans to substantially all North American employees.
Under the plans, the Company matches a portion of employee contributions. For the years ended December 31,
2014, 2013 and 2012, costs charged to expense for company matching contributions under these plans were

$1.9 million, $1.8 million and $1.7 million, respectively.
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Note 8. Stock Compensation Plans

The Company established the 2004 Omnibus Stock and Incentive Plan (the “2004 Omnibus Plan”) in December
2004 and reserved 3,500,000 shares of $0.01 par value common stock (“Common Stock™) for issuance under the
Omnibus Plan. Pursuant to the terms of the 2004 Omnibus Plan, the compensation committee of the Company’s
Board of Directors may grant various types of equity-based compensation awards, including incentive and
nonqualified stock options, SARs, restricted stock, RSUs, RSUs with performance conditions and performance
units, in addition to certain cash-based awards. All grants under the Omnibus Plan will be made at fair market
value and no grant may be repriced. In general, the options expire ten years from the date of grant and vest over
a three-year service period.

At the 2013 Annual Meeting of Stockholders, the Company’s stockholders approved an amendment and
restatement of the 2004 Omnibus Plan (as amended and restated the “2013 Omnibus Plan”). The amendment and
restatement authorized the Company to reserve an additional 1,577,000 shares of Common Stock for future
issuance. As of December 31, 2014, the Company had 1,675,000 shares of Common Stock reserved for future
issuance under the 2013 Omnibus Plan. As of December 31, 2014, the number of shares available for future
issuance was reduced by approximately 5,000 shares for outstanding SARs where the closing market price for the
Company’s common stock was greater than the exercise price of the SAR. The Company accounts for stock-based
compensation pursuant to the fair value recognition provisions of ASC Topic 718, Compensation — Stock
Compensation (“ASC Topic 718”).
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Valuation and Expense Information Under ASC Topic 718

Substantially all stock-based compensation expense has been recorded in selling, general and administrative
expenses. The following table summarizes stock-based compensation costs and related income tax benefits.

Year Ended
December 31,

2014 2013 2012

Stock-based cOmMpPeNSation EXPENSE . . . . v v v vttt e e e e $60 $49 $49
Income tax benefit . .. ... ... 23) (19 1.9
Stock-based compensation, net of income tax benefit. .. ....... ... ... ... ... . ... $37 $30 $30

The following table summarizes total compensation costs related to the Company’s equity awards and amounts
recognized in the year ended December 31, 2014.

Performance Shares

Stock Options and RSUs
Unrecognized compensation cost — December 31,2013 ... ................ $1.3 $ 2.0
Grant date fair value current year grants . .................. ... ... 1.2 4.9
Change in estimate of shares to be forfeited . .. ....................... — (0.1)
Compensation expense recognized . ... ...ttt ... (1.4) (4.6)
Unrecognized compensation cost — December 31,2014 .. ................. 1.1 $22
Expected amortization period (in years) . . . ... ... ...ttt 1.9 1.7

Stock Options/SARs

In August 2014, the Compensation Committee of the Board of Directors approved the conversion of
approximately 545,000 outstanding non-qualified stock options held by U.S. employees and U.S. non-employee
directors to an equal number of SARs. Upon exercise, the holder of an SAR will receive common shares equal to
the number of SARs exercised multiplied by a fraction where the numerator is equal to the market price at the
time of exercise minus the exercise price of the SAR and the denominator is equal to the market price at the time
of exercise. The SARs can only be settled for shares of Common Stock and the Company will not receive any cash
proceeds upon exercise. All other contractual terms of the SARs are unchanged from those of the non-qualified
stock options converted. At the date of conversion the fair value of the SARs was equal to the fair value of the
stock options exchanged. As a result, the Company did not recognize any additional compensation expense due to
the conversion.

The following tables present information regarding stock options awarded during the years ended December 31,
2014, 2013 and 2012. For the year ended December 31, 2012, the table excludes 125,000 nonqualified stock
options awarded to the Company’s President and Chief Executive Officer as described below:

2014 2013 2012
Nonqualified stock options granted . . . ............ ... ... .. . ... .. ... 95,700 111,200 97,600
Per share weighted average exercise price . ... ........ ... .. i .. $43.17 $ 31.23 $24.14
Per share weighted average grant date fairvalue . . ......... ... ... ... ... ... $12.72  $ 9.61 $ 8.13
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The weighted-average grant date fair value for stock options granted for the years ended December 31, 2014, 2013
and 2012 was estimated using the Black-Scholes option valuation model with the following assumptions:

2014 2013 2012

Expected term in years . . . ... ..ot e 59 53 49

Risk free INterest Tate . . . . . .ottt it e e e e e e e e 1.9% 09% 1.1%
Volatility . . o o 36.5% 40.4% 45.4%
Dividend yield . ... ... .. 22% 19% 2.0%

Expected volatility and the expected term were estimated by reference to the historical stock price performance of
the Company and historical data for the Company’s stock option and SAR awards, respectively. The risk-free
interest rate was based on the yield on U.S. Treasury bonds with a remaining term approximately equivalent to the
expected term of the stock option and SAR awards. Forfeitures were estimated at the date of grant.

During the year ended December 31, 2012, the Company awarded nonqualified stock options to its President and
Chief Executive Officer to purchase 125,000 shares of Common Stock (subject to forfeiture due to termination of
employment and other conditions). The exercise price of such nonqualified stock option awards was $24.09 per
share and the options expire in ten years. As of December 31, 2014, the Company achieved certain total return to
shareholder targets and 25 percent of the award vested. For the years ending December 31, 2015 and 2016, if
certain absolute total return to shareholder targets are achieved, 50 percent of the award will vest on

December 31, 2015 and 100 percent will vest on December 31, 2016. Any unvested shares as of December 31,
2016 will be forfeited. The grant date fair value of such stock options was $9.55 per share and was estimated using

a “Monte-Carlo” simulation valuation model. 2
The following table summarizes stock option activity under the Omnibus Plan for the year ended December 31, i
2014: o
A
Number of Weighted-Average
Stock Options Exercise Price
Options outstanding — December 31, 2013 . . ... ... .. ... 950,668 $23.36
Add: Options granted . . ... ... ...ttt 95,670 $43.17
Less: Options eXercised . . . ..ottt it 437,089 $23.20
Less: Options forfeited/cancelled . .......... ... ... . .. . ... ... .. ... 5,288 $36.25
Options outstanding — December 31, 2014 . . . . . ... ... i 603,961 $26.49
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The status of outstanding and exercisable stock options as of December 31, 2014, summarized by exercise price
follows:

Options Vested or Expected to Vest

Weighted- Options Exercisable
Average Weighted- Weighted-
Remaining Average Aggregate Average Aggregate
Number of Contractual Life Exercise Intrinsic Number of Exercise Intrinsic
Exercise Price Options (Years) Price Value(a) Options Price Value(a)
$7.41 — $1890. ... ... ... ... ... 105,529 4.5 $10.74 $ 52 105,529 $10.74 $ 5.2
$19.25 —$29.43 . ... ... 266,351 6.3 $23.45 9.8 115,480 $22.62 4.4
$3015 —$3997 . .. ... ... 131,615 6.1 $32.81 3.6 65,327 $34.42 1.7
$41.51 —$51.99 . .. ... ... ... 97,641 88 $43.10 1.7 6,547 $41.88 0.1
601,136 63 $26.46  $20.3 292,883 $21.40 $11.4

(a) Represents the total pre-tax intrinsic value as of December 31, 2014 that option holders would have received
had they exercised their options as of such date. The pre-tax intrinsic value is based on the closing market
price for the Company’s common stock of $60.27 on December 31, 2014.

The aggregate pre-tax intrinsic value of stock options exercised for the years ended December 31, 2014, 2013 and
2012 was $12.7 million, $9.8 million and $5.1 million, respectively.

The following table summarizes the status of the Company’s unvested stock options as of December 31, 2014 and
activity for the year then ended:

Number of Weighted-Average

Stock Options  Grant Date Fair Value
Outstanding — December 31, 2013 . . . .. ... .. . 328,436 $ 9.17
Add:Options granted . .. ... ...t 95,670 $12.72
Less:Options vested . . .. ..ottt 111,425 $ 8.80
Less:Options forfeited/cancelled ... ......... ... ... ... ... ... ... 1,603 $12.60
Outstanding — December 31, 2014 . . . . . . ... 311,078 $10.37

As of December 31, 2014, certain participants met age and service requirements that allowed their options to
qualify for accelerated vesting upon retirement. As of December 31, 2014, there were approximately 50,000 stock
options subject to accelerated vesting that such participants would have been eligible to exercise if they had retired
as of such date. The aggregate grant date fair value of options subject to accelerated vesting was $0.5 million. For
the year ended December 31, 2014, stock-based compensation expense for such options was $0.3 million. For the
year ended December 31, 2014, the aggregate grant date fair value of options vested, including options subject to
accelerated vesting, was $1.5 million. Stock options that reflect accelerated vesting for expense recognition become
exercisable according to the contract terms of the stock option grant.

Performance Units/RSUs

For the year ended December 31, 2014, the Company granted target awards of 60,900 Performance Units. The
measurement period for the Performance Units is January 1, 2014 through December 31, 2014. RSUs equal to not
less than 40 percent and not more than 200 percent of the Performance Unit target will be awarded based on the
Company’s growth in return on invested capital, consolidated revenue growth, the percentage of consolidated free
cash flow to revenue and total return to shareholders relative to the companies in the Russell 2000® Value small
cap index. The RSUs will vest on December 31, 2016. During the vesting period, the holders of these RSUs are
entitled to dividends, but the RSUs do not have voting rights and are subject to forfeiture due to termination of
employment and other conditions. For the year ended December 31, 2014, 107,000 RSUs or approximately

185 percent of the Performance Unit targets were earned. The market price on the date of grant for the
Performance Units was $42.82 per share. The Company is recognizing stock-based compensation expense pro-rata
over the vesting term of the RSUs.
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Note 8. Stock Compensation Plans (Continued)

For the year ended December 31, 2014, the Company awarded 8,100 RSUs to non-employee members of the
Board of Directors and 2,770 RSUs to employees. The weighted average grant date fair value of such awards was
$49.76 per share and the awards vest one year from the date of grant. During the vesting period, the holders of
the RSUs are entitled to dividends, but the RSUs do not have voting rights and are forfeited in the event the
holder is no longer an employee or member of the Board of Directors on the vesting date.

The following table summarizes the activity of the Company’s unvested stock-based awards (other than stock
options) for the years ended December 31, 2014, 2013 and 2012:

Weighted- Weighted-
Average Grant Performance  Average Grant
RSUs Date Fair Value Units Date Fair Value
Outstanding — December 31, 2011 . . ................ 1,045,830 $ 9.87 — —
Shares granted(a) . . . ... ..ot 12,912 $22.72 103,000 $36.13
Shares vested . . .. ... .. (837,179) $ 8.23 — —
Shares expired or cancelled .................... ... — — (5,100) $36.13
Outstanding — December 31, 2012 . . .. .............. 221,563 $16.81 97,900 $36.13
Shares granted(a). ... ... i 12,220 $31.26 78,900 $49.28
Shares vested . . . . ... (220,762) $17.23 — —
Performance Shares vested . .. ..................... 145,871 $24.25 (97,900) $36.13
Shares expired or cancelled ....................... (6,701) $19.73 (1,900) $49.28
Outstanding — December 31, 2013 . . .. .............. 152,191 $24.36 77,000 $49.28 -
Shares granted(a) . . .. ...... ... 11,492 $49.78 60,900 $74.79 =
SRATES VESEEd -« + v o e e e e e e (150270)  $22.60 — — -
Performance Shares vested . .. ..................... 94,710 $29.15 (77,000) $35.85 Q@
Shares expired or cancelled ....................... (2,829) $29.15 (2,630) $74.79 2
Outstanding — December 31,2014 ... ............... 105,294 $31.15 58,270 $74.79

(a) For the years ended December 31, 2014, 2013 and 2012, includes 622 RSUs, 950 RSUs and 887 RSUs,
respectively, that were granted in lieu of cash dividends. Such dividends-in-kind vest concurrently with the
underlying RSUs.

(b) The aggregate pre-tax intrinsic value of outstanding RSUs as of December 31, 2014 was $6.3 million.

The aggregate pre-tax intrinsic value of restricted stock and RSUs that vested for the years ended December 31,
2014, 2013 and 2012 was $8.9 million, $9.3 million and $21.6 million, respectively.

Excess Tax Benefits

ASC Topic 718 requires the reporting of excess tax benefits related to the exercise or vesting of stock-based
awards as cash provided by financing activities within the statement of cash flows. Excess tax benefits represent
the difference between the tax deduction the Company will receive on its tax return for compensation recognized
by employees upon the vesting or exercise of stock-based awards and the tax benefit recognized for the grant date
fair value of such awards. As of December 31, 2014, 2013 and 2012, because the Company had unused NOLs its
excess tax benefits did not result in a reduction in taxes paid and therefore a reduction in cash flow from
operations is recorded to offset the amount of excess tax benefits reported in cash flows from financing activities.
For the years ended December 31, 2014, 2013 and 2012, the Company recognized excess tax benefits related to
the exercise or vesting of stock-based awards of $5.6 million, $2.6 million and $6.1 million, respectively.
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Note 9. Stockholders’ Equity
Common Stock

The Company has authorized 100 million shares of Common Stock. Holders of the Company’s Common Stock are
entitled to one vote per share.

In May 2014, the Company’s Board of Directors authorized a program that would allow the Company to
repurchase up to $25 million of its outstanding Common Stock through May 2015 (the “2014 Stock Purchase
Plan”). The Company had a $10 million share repurchase program in place during the preceding 12 months that
expired in May 2014 (the “2013 Stock Purchase Plan”). For the year ended December 31, 2014, the Company
acquired 23,000 shares of Common Stock at an aggregate cost of $1.1 million under the 2014 Stock Purchase Plan.
For the year ended December 31, 2013, there were no purchases under the 2013 Stock Purchase Plan. For the
year ended December 31, 2012, the Company acquired 158,000 shares of Common Stock at an aggregate cost of
$4.1 million pursuant to a $10 million share repurchase program authorized in May 2012.

Purchases by the Company under the 2014 Stock Purchase Program are made from time to time in the open
market or in privately negotiated transactions in accordance with the requirements of applicable law. The timing
and amount of any purchases will depend on share price, market conditions and other factors. The 2014 Stock
Purchase Program does not require the Company to purchase any specific number of shares and may be
suspended or discontinued at any time. The 2014 Stock Purchase Plan is expected to be funded using cash on
hand or borrowings under the Company’s bank credit facility.

For the years ended December 31, 2014, 2013 and 2012, the Company acquired 56,000 shares, 111,000 shares and
302,000 shares of Common Stock, respectively, at a cost of 3.4 million, $4.6 million and $7.6 million, respectively,
for shares surrendered by employees to pay taxes due on vested restricted stock awards and SARs exercised.

Each share of Common Stock contains a preferred stock purchase right that is associated with the share. These
preferred stock purchase rights are transferred only with shares of Common Stock. The preferred stock purchase
rights become exercisable and separately certificated only upon a “Rights Distribution Date” as that term is
defined in the stockholder rights agreement adopted by the Company at the time of the Spin-Off. In general, a
Rights Distribution Date occurs ten business days following either of these events: (i) a person or group has
acquired or obtained the right to acquire beneficial ownership of 15 percent or more of the outstanding shares of
our Common Stock then outstanding or (ii) a tender offer or exchange offer is commenced that would result in a
person or group acquiring 15 percent or more of the outstanding shares of our Common Stock then outstanding.

Preferred Stock

The Company has authorized 20 million shares of $0.01 par value preferred stock. The preferred stock may be
issued in one or more series and with such designations and preferences for each series as shall be stated in the
resolutions providing for the designation and issue of each such series adopted by the Board of Directors of the
Company. The Board of Directors is authorized by the Company’s articles of incorporation to determine the
voting, dividend, redemption and liquidation preferences pertaining to each such series. No shares of preferred
stock have been issued by the Company.
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Note 10. Commitments
Leases

The future minimum obligations under operating leases having a noncancelable term in excess of one year as of
December 31, 2014, are as follows:

0 $ 15
200 e 1.2
2006 . e 0.7
2007 e 0.2
2008 L —
Thereafter . . . .. .o —
Future minimum lease obligations . . . .. ... ... .. $ 3.6

For the years ended December 31, 2014, 2013 and 2012 rent expense under operating leases was $4.8 million,
$4.5 million and $4.2 million, respectively.

Purchase Commitments

The Company has certain minimum purchase commitments that extend beyond December 31, 2014. Commitments
under these contracts are approximately $7.4 million, $1.1 million, $1.1 million and $1.2 million for the years
ended December 31, 2015, 2016, 2017 and 2018, respectively. Such purchase commitments for the year ended
December 31, 2015 are primarily for coal contracts. Although the Company is primarily liable for payments on the
above-mentioned leases and purchase commitments, management believes exposure to losses, if any, under these
arrangements is not material.

-
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Note 11. Contingencies and Legal Matters

Litigation

The Company is involved in certain legal actions and claims arising in the ordinary course of business. While the
outcome of these legal actions and claims cannot be predicted with certainty, it is the opinion of management that
the outcome of any such claim which is pending or threatened, either individually or on a combined basis, will not
have a material effect on the consolidated financial condition, results of operations or liquidity of the Company.

Income Taxes

The Company is continuously undergoing examination by the Internal Revenue Service (the “IRS”) as well as
various state and foreign jurisdictions. These tax authorities routinely challenge certain deductions and credits
reported by the Company on its income tax returns. No significant tax audit findings are being contested at this
time with either the IRS or any state or foreign tax authority.

Indemnifications

Pursuant to a Distribution Agreement, an Employee Matters Agreement and a Tax Sharing Agreement, the
Company has agreed to indemnify Kimberly-Clark for certain liabilities or risks related to the Spin-Off. Many of
the potential indemnification liabilities under these agreements are unknown, remote or highly contingent.
Furthermore, even in the event that an indemnification claim is asserted, liability for indemnification is subject to
determination under the terms of the applicable agreement. For these reasons, the Company is unable to estimate
the maximum potential amount of the possible future liability under the indemnity provisions of these agreements.
However, the Company accrues for any potentially indemnifiable liability or risk under these agreements for which
it believes a future payment is probable and a range of loss can be reasonably estimated. As of December 31,
2014, management believes the Company’s liability, if any, under such indemnification obligations was not material
to the consolidated financial statements.
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Note 11. Contingencies and Legal Matters (Continued)
Environmental, Health and Safety Matters

The Company is subject to federal, state and local laws, regulations and ordinances relating to various
environmental, health and safety matters. The Company is in compliance with, or is taking actions designed to
ensure compliance with, these laws, regulations and ordinances. However, the nature of the Company’s business
exposes it to the risk of claims with respect to environmental, health and safety matters, and there can be no
assurance that material costs or liabilities will not be incurred in connection with such claims. Except for certain
orders issued by environmental, health and safety regulatory agencies, with which management believes the
Company is in compliance and which management believes are immaterial to the results of operations of the
Company’s business, Neenah is not currently named as a party in any judicial or administrative proceeding relating
to environmental, health and safety matters.

While the Company has incurred in the past several years, and will continue to incur, capital and operating
expenditures in order to comply with environmental, health and safety laws, regulations and ordinances,
management believes that the Company’s future cost of compliance with environmental, health and safety laws,
regulations and ordinances, and its exposure to liability for environmental, health and safety claims will not have a
material effect on its financial condition, results of operations or liquidity. However, future events, such as changes
in existing laws and regulations or contamination of sites owned, operated or used for waste disposal by the
Company (including currently unknown contamination and contamination caused by prior owners and operators of
such sites or other waste generators) may give rise to additional costs which could have a material effect on the
Company’s financial condition, results of operations or liquidity.

The Company incurs capital expenditures necessary to meet legal requirements and otherwise relating to the
protection of the environment at its facilities in the United States and internationally. For these purposes, the
Company has planned capital expenditures for environmental projects during the period 2015 through 2017 of
approximately $1 million to $2 million annually. The Company’s anticipated capital expenditures for environmental
projects are not expected to have a material effect on our financial condition, results of operations or liquidity.

Employees and Labor Relations

As of December 31, 2014, the Company had approximately 2,000 regular full-time employees of whom 830 hourly
and 395 salaried employees were located in the United States and 490 hourly and 285 salaried employees were
located in Germany.

Except for the Pittsfield, Massachusetts mills which are non-union, hourly employees at the Whiting, Neenabh,
Munising and Appleton paper mills are represented by the United Steelworkers Union (the “USW?”). In February
2013, the Company reached agreement with the USW on new collective bargaining agreements for all of its U.S.
paper mills. The new agreements between the Whiting, Neenah, Munising and Appleton paper mills and the USW
expire on January 31, 2018, June 30, 2018, July 14, 2018 and May 31, 2019, respectively. On pension matters the
Whiting, Neenah, Munising and Appleton paper mills have bargained jointly with the union. The current
agreement on pension matters will remain in effect until September 2019.

Approximately 50 percent of salaried employees and 80 percent of hourly employees of Neenah Germany are
eligible to be represented by the Mining, Chemicals and Energy Trade Union, Industriegewerkschaft Bergbau,
Chemie and Energie (the “IG BCE”). In June 2013, the IG BCE and a national trade association representing all
employers in the industry signed a collective bargaining agreement covering union employees of Neenah Germany
that expires in June 2015. Under German law union membership is voluntary and does not need to be disclosed to
the Company. As a result, the number of employees covered by the collective bargaining agreement with the I1G
BCE that expires in June 2015 cannot be determined.
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Note 12. Discontinued Operations

In March 2010, the Company concluded its operating activities in Canada; however, the Company has certain
continuing post-employment benefit obligations related to its former Canadian operations.

The following table presents the results of discontinued operations:

Year Ended December 31,
2014 2013 (a) 2012 (b)

Discontinued operations:

Income (loss) before iNCOME tAXES . . . v vttt vttt et e e $ — $42  $(0.1)
Provision (benefit) for income taxes . .......... .. . .. i — 1.6 (4.5)
Income (loss) from discontinued operations, net of income taxes ............... $ — $26 $ 44

(a) During the first quarter of 2013, the Company received a refund of excess pension contributions from the
terminated Terrace Bay pension plan. As a result, the Company recorded income before income taxes from
discontinued operations of $4.2 million and a related provision for income taxes of $1.6 million.

(b) In November 2012, audits of the 2007 and 2008 tax years were finalized with a finding of no additional taxes
due. As a result, the Company recognized a non-cash tax benefit of $4.5 million related to the reversal of
certain liabilities for uncertain income tax positions.

Note 13. Business Segment and Geographic Information

The Company reports its operations in two primary segments: Technical Products and Fine Paper and Packaging
(formerly known as Fine Paper). On January 1, 2015, we changed the name of our Fine Paper segment to Fine
Paper and Packaging. The name change better reflects the increasing importance, and plans for continued growth,
of our premium packaging products.
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The technical products business is an international producer of transportation, water and other filter media and
durable, saturated and coated substrates for industrial products backings and a variety of other end markets. The
fine paper and packaging business is a leading supplier of premium printing, packaging and other high end
specialty papers in North America. Each segment employs different technologies and marketing strategies. In
addition, the Company reports in the Other segment results for the non-premium Index, Tag and Vellum Bristol
product lines acquired as part of the purchase of the Wausau brands. Disclosure of segment information is on the
same basis that management uses internally for evaluating segment performance and allocating resources.
Transactions between segments are eliminated in consolidation. The costs of shared services, and other
administrative functions managed on a common basis, are allocated to the segments based on usage, where
possible, or other factors based on the nature of the activity. General corporate expenses that do not directly
support the operations of the business segments are shown as Unallocated corporate costs. The accounting policies
of the reportable operating segments are the same as those described in Note 2, “Summary of Significant
Accounting Policies.”

Business Segments

Year Ended December 31,

2014 2013 2012
Net sales
Technical Products. . . . . oo oo et e e e e e $466.6 $416.1 $406.6
Fine Paper and Packaging . . ... ... ... .. 409.0 401.8 3727
Other . . . 27.1 26.6 29.5
Consolidated . . . . . oot $902.7 $844.5 $808.8

F-41



NEENAH PAPER INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Dollars in millions, except as noted)

Note 13. Business Segment and Geographic Information (Continued)

Year Ended December 31,
2014 2013 2012

Operating income (loss)

Technical Products (2) . ..ottt ettt e e e e $469 $386 $376
Fine Paper and Packaging (b) .. ... . . 61.2 59.8 50.0
Other . . (0.4) 1.2 2.4
Unallocated corporate COStS (C) « . v v v v vttt e et et e et e e e e (20.2) (15.8) (19.6)

Consolidated . .. ..ot $875 $838 §$704

(a) Operating income for the year ended December 31, 2014 includes acquisition related integration costs of
$1.0 million and $1.2 million of restructuring costs. Operating income for the year ended December 31, 2013
includes $0.2 million of restructuring costs.

(b) Operating income for the years ended December 31, 2013 and 2012 include acquisition related integration
costs of $0.4 million and $5.8 million, respectively.

(c) Unallocated corporate costs for the year ended December 31, 2014 includes a pension plan settlement charge
of $3.5 million, a loss on the early extinguishment of debt of $0.2 million and $0.7 million of restructuring
costs. Unallocated corporate costs for the year ended December 31, 2013 includes a pension plan settlement
charge of $0.2 million and a loss on the ecarly extinguishment of debt of $0.5 million. Unallocated corporate
costs for the year ended December 31, 2012 includes a pension plan settlement charge of $3.5 million and a
loss on the early extinguishment of debt of $0.6 million.

Year Ended December 31,
2014 2013 2012

Depreciation and amortization

Technical Products . ... ..ottt $18.5 $16.4 $15.7
Fine Paper and Packaging. . . . ... ... . i 8.6 9.3 9.4
COTPOTaAte . . o ottt 29 3.7 3.7

Consolidated . ... ... e $30.0 $29.4 $28.8

Year Ended December 31,
2014 2013 2012

Capital expenditures

Technical Products . . ..ot vi et e e e e e e $16.8 $21.5 $14.7
Fine Paper and Packaging. . . ... ... .. 10.0 50 102
COTPOTALE .« v ot e et e e e e e e e e e e e e 1.1 22 0.2

Consolidated . . . ...ttt $27.9 $28.7 $25.1
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Note 13. Business Segment and Geographic Information (Continued)

December 31,

2014 2013
Total Assets (a)
Technical Products . . . ..ottt et e e e $419.1  $365.9
Fine Paper and Packaging . . . . . .. ... 223.6 2069
Corporate and other (b) . . . ... 879  103.1
TOtal . $730.6 $675.9

(a) Segment identifiable assets are those that are directly used in the segments operations.

(b) Corporate assets are primarily cash, deferred income taxes and deferred financing costs.

Geographic Information

Year Ended December 31,

2014 2013 2012
Net sales
UNited StATES . . . v v et e e e e e $612.0 $564.4 $543.4
Burope . . ..o 290.7 280.1 265.4
Consolidated . . . .. .ot $902.7 $844.5 $808.8

December 31,

2014 2013
Total Assets
UNIted SEALES .« o v v e e e e e e e e e e e e $456.1  $365.1
Canada . . ... .. e 0.4 1.0
BUIOpE . . o 2741  309.8
Consolidated . . . .o v e $730.6  $675.9

Net sales are attributed to geographic areas based on the physical location of the selling entities.

Concentrations

In July 2014, Unisource Worldwide, Inc (“Unisource”) and xpedx, formerly owned by International Paper
(“xpedx”) merged to form Veritiv Corporation. For the years ended December 31, 2014, 2013 and 2012 sales to
Unisource and xpedx represented approximately 10 percent of the Company’s consolidated net sales. For the years
ended December 31, 2014, 2013 and 2012 sales to Unisource and xpedx represented approximately 20 percent,

20 percent and 25 percent, respectively of net sales of the fine paper and packaging business. Except for certain
specialty latex grades and specialty softwood pulp used by Technical Products, management is not aware of any
significant concentration of business transacted with a particular supplier that could, if suddenly eliminated, have a
material effect on its operations.
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Note 14. Supplemental Data
Supplemental Statement of Operations Data

Summary of Advertising and Research and Development Expenses

Year Ended
December 31,

2014 2013 2012

AdVETtISING EXPEISE . « & v v v ot e et e e e e e e e e e e e $772 $776 $874
Research and development eXpense . . ... .... .. ..ttt 64 6.1 56

(a) Adverting expense and research and development expense are recorded in selling, general and administrative
expenses on the consolidated statements of operations.

Supplemental Balance Sheet Data

Summary of Accounts Receivable — net

December 31,

2014 2013

FrOm CUSTOMETS .« . o ottt ettt e e e e e e e e e e e e e e e e e e e e $88.8  $92.0
Less allowance for doubtful accounts and sales discounts . .. ..., (1.8) (1.5)
Total . . $87.1  $90.5

Summary of Inventories

December 31,

2014 2013
Inventories by Major Class:
Raw materialS . . . . . oottt e e $ 285 $ 203
WOTK 1N PIOZIESS . . o v it et e e e e e 23.2 22.9
Finished goods . . . . ... 67.1 67.3
Supplies and other . ... .. . 6.5 4.5
1253  115.0
Excess of FIFO over LIFO COSt .. ... .. .. e (14.0)  (13.9)
TOtal . .o $111.3  $101.1

The FIFO value of inventories valued on the LIFO method was $95.7 million and $86.6 million at December 31,
2014 and 2013, respectively.

Summary of Prepaid and Other Current Assets

December 31,

2014 2013
Prepaid and other current assetsS. . . .. ... ... e $ 8.6 $10.3
SPare Parts . . ... e e 7.1 6.7
otal . oo e $15.7 $17.0
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Note 14. Supplemental Data (Continued)
Summary of Property, Plant and Equipment — Net

December 31,

2014
Land and land improvements . . . . ... ... vttt ettt e $ 20.0
Buildings . . . . .o 117.0
Machinery and equipment. . . . ... .. 500.9
CONSLIUCHON TN PTOZTESS « « « v v v v e et e et e e e e e e e e e e e e e e e e e e e 14.6

652.5
Less accumulated depreciation . ......... ... . ... 382.5
Net Property, Plant and Equipment. . .. ... .. . . . $270.0

2013

$ 217
114.1
496.3

5.0

637.1
3754

$261.7

Depreciation expense for the years ended December 31, 2014, 2013 and 2012 was $26.7 million, $26.7 million and
$26.2 million, respectively. Interest expense capitalized as part of the costs of capital projects was $0.1 million,

$0.2 million and $0.1 million, respectively, for the years ended December 31, 2014, 2013 and 2012.

Summary of Accrued Expenses

December 31,

2014

Accrued salaries and employee benefits. . . ... ... .. L e $24.5
Amounts due tO CUSTOMETS . . . . o o vttt et e e e e e e e e e e e e e e e e 8.9
Liability for uncertain income tax poSItionsS . . . .. ... ...ttt e —
Accrued INTETESt . . . o vt e e 1.2
Accrued INCOME TAXES . . v o v vt et e e e e e et e e e e e e e e e e e e e e 1.0
Other . .o 10.2
TOtal . oo $45.8

Summary of Noncurrent Employee Benefits

2013

$23.1
7.5
0.4
1.2
2.0
11.6

$45.8

December 31,

2014
Pension benefits . . . ... oo $ 63.3
Post-employment benefits other than pensions . .. ...... ... ... ... . ... . 39.8
TOtAl (2) . o et e e $103.1

2013

$57.1
40.6

$97.7

(a) Includes $3.4 million and $4.0 million in long-term disability benefits due to Terrace Bay retirees and SRCP

benefits as of December 31, 2014 and 2013, respectively.
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Note 14. Supplemental Data (Continued)
Supplemental Cash Flow Data

Supplemental Disclosure of Cash Flow Information

Year Ended
December 31,

2014 2013 2012

Cash paid during the year for interest, net of interest expense capitalized . ............. $10.3 $9.9 $13.1
Cash paid during the year for income taxes, net of refunds. .. ........ ... ... ... ... 63 54 6.7
Non-cash investing activities:

Liability for equipment acquired . ... .. ... . ... .. 41 18 22

Net cash provided by (used in) changes in working capital

Year Ended December 31,
2014 2013 2012

Accounts TeCeivable . . . . ... $47 $094) $ (7.7
INVENTOTICS . . . v vttt e e e e (5.6) 48 (26.8)
Income taxes (receivable) payable . . . ... .. ... (0.3) (0.1) (1.1)
Prepaid and other current assetS. . ... ... .o vttt e 1.2 (2.7 —
Accounts payable . . . ... 6.8 1.3 5.0
ACCTUCA EXPEISES .« . v v e v ettt e e e e e e e e e e 22 (0.5) 9.7

Total ..o $9.0 $(6.6) $(20.9)

Note 15. Unaudited Quarterly Data

2014 Quarters
First Second Third Fourth (b)(c) Year (a)(b)(c)

Net Sales .. ... $225.1 $230.4 $230.6 $216.6 $902.7
Gross Profit ....... ... . . . . 434 47.2 42.8 43.8 177.2
Operating Income . . ......... ... ... .. ... L. 23.0 25.9 22.1 16.5 87.5
NetIncome. ..... ... ..., 13.2 15.0 13.6 26.9 68.7
Earnings Per Common Share:

Basic .. ... $ 079 $ 089 §$ 081 $ 1.59 $ 4.09
Diluted . .. ... $ 078 $ 088 $ 0.80 $ 1.57 $ 4.03

(a) Includes integration/restructuring costs of $2.9 million.
(b) Includes a loss on the early extinguishment of debt of $0.2 million.

(c) Includes a pension plan settlement charge of $3.5 million.
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Note 15. Unaudited Quarterly Data (Continued)

2013 Quarters
First Second Third Fourth Year (a)(b)(c)

Net Sales. . ..ottt $213.2  $212.3  $214.1  $204.9 $844.5
Gross Profit. . ...... ... 43.5 42.8 37.1 42.2 165.6
Operating Income .. ........ ... ... . . 222 22.6 16.4 22.6 83.8
Income From Continuing Operations . ................... 12.1 12.8 11.4 13.1 49.4
Earnings Per Common Share From Continuing Operations:

Basic. ... . $074 $079 $0.69 $ 0.80 $ 3.02

Diluted .. ... . $ 073 $077 $ 068 §$ 0.78 $ 2.96

(a) Includes integration/restructuring costs of $0.6 million.
(b) Includes a loss on the early extinguishment of debt of $0.5 million.

(c) Includes a pension plan settlement charge of $0.2 million.
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SCHEDULE II

NEENAH PAPER, INC. AND SUBSIDIARIES
SCHEDULE OF VALUATION AND QUALIFYING ACCOUNTS
(Dollars in millions)

Description
December 31, 2014
Allowances deducted from assets to which they
apply

Allowance for doubtful accounts ...........
Allowance for sales discounts . ............

December 31, 2013
Allowances deducted from assets to which they

apply

Allowance for doubtful accounts ...........
Allowance for sales discounts . ............
Valuation allowance — deferred income taxes .

December 31, 2012
Allowances deducted from assets to which they

apply

Allowance for doubtful accounts ...........
Allowance for sales discounts . ............
Valuation allowance — deferred income taxes .

Balance at  Charged to  Charged Write-offs
Beginning Costs and to Other and Balance at
of Period Expenses Account  Reclassifications End of Period
$0.9 $05  $— $(0.1) $1.3
0.6 (0.1) — — 0.5
$1.4 $ 0.4 $ — $(0.9) $0.9
0.5 0.1 — — 0.6
0.4 — — (0.4) —
$1.4 $ 0.2 $ — $(0.2) $1.4
0.5 — — — 0.5
1.7 (1.3) — — 0.4
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sHaReHOLDER[NNFORMATION

CORPORATE HEADQUARTERS
Neenah Paper, Inc.

3460 Preston Ridge Road
Suite 600

Alpharetta, GA 30005
678.566.6500
www.neenah.com

ANNUAL MEETING OF SHAREHOLDERS

The 2015 annual meeting of the shareholders of
Neenah Paper, Inc. will be held Thursday,

May 21, 2015 at 10:00 a.m., Eastern time at
Neenah's headquarters in Alpharetta, Georgia.

As of March 31, 2015, Neenah had approximately
1,500 holders of record of its common stock.

REGISTRAR AND TRANSFER AGENT

Computershare

P.O. Box 30170

College Station, TX 77842

Contact Center:
Toll Free U.S. and Canada: 877-498-8847
TDD for hearing impaired: 800-231-5469
Foreign Shareowners: 201-680-6578
TDD Foreign Shareowners: 201-680-6610

www.computershare.com/investor

FINANCIAL AND OTHER COMPANY INFORMATION

Our Annual Report on Form 10-K for the fiscal year
ended December 31, 2014 is available on our website
at www.neenah.com along with financial reports,
recent filings with the Securities and Exchange
Commision (SEC), news releases and other information.
For a printed copy of our Form 10-K and Annual Report
materials, without charge, please contact:

Neenah Paper, Inc.

Attn: Stockholder Services

3460 Preston Ridge Road

Suite 600

Alpharetta, GA 30005

866.548.6569

or via email to investors@neenah.com

CERTIFICATIONS

Certifications of Neenah's Chief Executive Officer
and Chief Financial Officer regarding the quality of
our public disclosure have been included as exhibits
to its Annual Report on Form 10-K for the fiscal
year ended December 31, 2014 filed with the SEC.

Neenah Paper, Inc. 2014 Annual Report

TRADEMARKS

Brand names mentioned in this report are trademarks
of Neenah Paper, Inc. Crane is a registered trademark
of Crane & Co. Inc.

STOCK EXCHANGE
Neenah Paper’s common stock is traded on the
NYSE New York Stock Exchange under the symbol NP.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Deloitte & Touche LLP

191 Peachtree Street

Suite 1500

Atlanta, GA 30303

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN*
Among Neenah Paper, Inc., the Russell 2000 Value Index and a Peer Group
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— Neenah Paper, Inc.

- = Russell 2000 Value

-+« Peer Group: AEP Industries Inc., Boise Inc., Buckeye Technologies Inc.,
CSS Industries, Inc., P.H. Glatfelter Company, KapStone Paper and
Packaging Corporation, Minerals Technologies Inc., OMNOVA Solutions Inc.,
Polypore International, Inc., SWM, Verso Paper Corp. and Wausau Paper
Corp. The peer group average is weighted by market capitalization.

* $100 invested on December 31, 2009 in stock or index, including
reinvestment of dividends.

STOCK PRICE PERFORMANCE

Russell Year Year

2000 on Year Neenah on Year

Value % Change Paper, Inc % Change
2014 1,523.45 2% $60.27 41%
2013 149142 32% $42.77 50%
2012 1,130.98 15% $28.47 28%
2011 979.25 -7% $22.32 13%
2010 1,058.10 22% $19.68 41%

Reflects stock price for the 12 months ending December 31
of the year indicated.



LEADERSHIP

EXECUTIVE TEAM

John P. O'Donnell
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Bonnie C. Lind
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and Secretary
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Senior Vice President,
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Managing Director,
Neenah Germany

BOARD OF DIRECTORS
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Former Vice President,
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Chairman of the Board,
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John P. O'Donnell

President and
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