Forward - Looking Statements
Certain statements contained in this presentation constitute forward-looking statements. The words “anticipate”, “continue”, “estimate”, “expect”, “may”, “will”, “project”, “should”,
“believe” and similar expressions typically are used to identify forward-looking statements. The use of forward-looking statements reflects our current views and/or expectations with
respect to our performance, business and future events, and in this presentation includes statements relating to: our expectations relating to our business at the Fortress Specialty
Cellulose Mill; our expectations relating to achieving targeted production capacity and cost position at our Fortress Specialty Cellulose Mill; expectations relating to financial
performance, EBITDA and margins; foreign exchange impact on EBITDA and revenues; the state of the dissolving pulp markets; expectations regarding future global demand for
dissolving pulp and textile fibres; the outcome of financing applications and initiatives; the financial benefits, expected production capacity, expected timing and budget for completion
of the xylitol project at the Fortress Specialty Cellulose Mill; expectations relating to the Company’s business plans at the Fortress Specialty Cellulose Mill and the expected effects of
the acquisition of S2G on the business of the Company; the state of the xylitol markets; expectations regarding future global demand for xylitol; and expected use of proceeds from
transactions. Forward-looking statements are based on the then-current expectations, forecasts and assumptions about the business and the industry and markets in which we
operate, including: there will be no unforeseen delays, disruptions or other market forces negatively affecting our production volumes, sales and relationships with our customers; that
the market conditions for dissolving pulp will follow expected trends; that we will successfully achieve planned sales targets and production cost improvements; that foreign exchange
rates will not vary materially from current levels and will have the impact on our financial results as projected by management; that the equipment will operate as expected; that we
will realize significant cost savings from production improvements, cost reduction initiatives and the cogeneration facility; that current depressed dissolving pulp prices are indicative
of unusual market conditions and are not sustainable over the medium to long-term; that demand for viscose staple fiber will continue to grow which will result in an increased
demand for dissolving pulp; that our strategy of diversifying geographical sales mix will assist in mitigating the application of antidumping duties and reduce our reliance on shipments
to China; that we will be able to diversify our customer base; that we will obtain any necessary financing on acceptable terms; that we will be able to complete the necessary financing
to successfully implement its business plan in respect of the xylitol project on satisfactory terms; that we will successfully achieve the expected benefits of the xylitol project; that the
xylitol project will be economically viable and can be completed within the expected schedule and budget; that the market conditions for xylitol will follow expected trends; and that
our operations and strategy will allow us to meet our debt repayment obligations or that other arrangements will be available to us on favorable terms. Forward-looking statements
are not guarantees of future performance and involve risks, uncertainties and assumptions which are difficult to predict, including, without limitation: that we may experience
additional unforeseen delays, financing difficulties or costs that will impact our projects, operations, financial performance and liquidity; that our dissolving pulp operations and
cogeneration plant will not meet anticipated production capacities, efficiencies, utilization rates, cost structure and sales volumes; that the Company will not secure the necessary
financing to complete its business plan in respect of the xylitol project as planned or at all; that the xylitol project will not be successful or profitable and will not meet expected
production capacities, or be completed within the expected timeframes and within the expected budget; and those risks relating to our reputation, competition, changes in the
market, potential downturns in economic conditions, dependence on major customers, fluctuations in the price and supply of raw materials, foreign exchange fluctuations, labour,
regulatory requirements and other risk factors listed from time to time in our filings with the Canadian securities regulatory authorities which are available on SEDAR at
www.sedar.com. These risks, as well as others, could cause actual results and events to differ materially from those anticipated in such forward-looking statements. Accordingly,
readers should not place undue reliance on forward-looking statements and information, which are qualified in their entirety by this cautionary statement. These statements speak
only as of the date of this presentation and we do not undertake any obligations to update such forward-looking statements, except as required by applicable securities law. When we
disclose production costs in this presentation, such costs are based on a variety of factors and inputs which may not be comparable to similar types of costs disclosed by other
companies. All financial information presented herein is qualified in its entirety by, and should be read in conjunction with our audited and unaudited financial statements and
management’s discussion and analysis which are available on SEDAR at www.sedar.com. Market and industry data contained in this presentation is based upon information, surveys
or studies conducted by independent third parties and independent industry or general publications and our knowledge of, and experience in, the markets in which we operate. We
have no reason to believe that such information is false or misleading in any material respect, however market and industry data is subject to variation and cannot be verified with
complete certainty due to limits on the availability and reliability of raw data, the voluntary nature of the data gathering process and other limitations and uncertainties inherent in
any statistical survey. This information has not been independently verified by us or any of our respective directors, officers or representatives and no representation is given as to the
accuracy of any of the data from third party sources referred to in this presentation
.

All figures in Canadian dollars unless otherwise specified
All figures are metric tonnes unless otherwise specified
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CHAIRMAN, PRESIDENT, CEO
Fortress Global Enterprises Inc.

CHIEF FINANCIAL OFFICER,
Fortress Global Enterprises Inc.

Chad Wasilenkoff

Kurt Loewen

Mr. Wasilenkoff is the founder of Fortress Global
Enterprises Inc. (formally Fortress Paper Ltd.). He has
founded, financed, held executive and board positions with
several successful publically traded companies and has sat
on the board of the Deans Advisory University of British
Columbia and the International Association of Currency
Affairs.

Mr. Loewen is a Chartered Professional Accountant in
Canada and has been with Fortress Global Enterprises since
August 2006. In addition to Chief Financial Officer he has
held the positions of Controller and Corporate Secretary of
Fortress Paper. He served in public practice in audit and
accounting at Deloitt & Touche LLP.

PRESIDENT,
Fortress Specialty Cellulose
Giovanni Iadeluca
Mr. Iadeluca is a Chartered Professional Accountant with
over 20 years of senior management experience in the
manufacturing industry. Mr. Iadeluca was formerly the
Chief Executive Officer of AV Terrace Bay Inc., a wholly
owned subsidiary of the Aditya Birla Group.

PRESIDENT, CEO
Fortress Advanced Bioproducts
Mark Kirby
As a founder and currently the CEO of S2G BioChemicals,
Mark has led the company’s evolution from cleantech startup
in 2009 through its acquisition by Fortress. Prior to S2G, Mark
led Ballard Power System’s residential cogeneration business
and managed the spinoff of Automotive Fuel Cell
Cooperation Corp.
Before joining Ballard, Mark had
extensive experience in the cleantech and industrial chemical
industries with senior positions at QuestAir Technologies and
Praxair both in Canada and the US.
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• Fortress intends to be a leading and profitable bioproducts and
biomaterials company
• Targeting revenues to double by 2025

• Strengthen Fortress Specialty Cellulose assets
• To increase dissolving pulp production ~30% by 2022
• Deploy advanced processes to reduce production costs by ~$200/t by 2022
• Deploy proprietary xylitol technology in Quebec and worldwide

• Develop co-product lignin, biochemical and bioenergy opportunities

Source: Management estimates
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• Acquired specialty security film company and four pulp &
paper operations in Canada and Europe since its inception
in 2006
• European operations successfully developed and divested
• Lebel-sur-Quevillon mill divested in 2016
• Fortress Optical Features divested in 2014

• Acquired Fortress Specialty Cellulose mill in Thurso Quebec
in 2010 – former NBHK mill
• 2012:

~$120 million conversion to dissolving pulp

• 2013:

~$120 million, 24 MWH cogeneration plant commissioned

• 2016:

$23.4 million 5th digester project

• 2018:

Acquisition of S2G Biochemicals
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Fortress Market Capitalization Is Significantly Less Than Aggregate Investments Made in PP&E (as at June, 2018)

Shares Issued and Outstanding: 14,949,895 - Insiders own or have direction and control of ~28%
Aggregate
Investment in
PP&E/Plant
Upgrades

$341M*
Enterprise
Value

$218M**
2018 Book
Value

$121M

Market Cap

$46M**

*CAPEX on property, plant and equipment as at March 31st 2018, Dissolving Pulp Segment: $341M since 2010
** Market cap as at June 15, 2018 and EV= market cap as at June 15, 2018 + net debt at March 31, 2018
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•
•

Per capita fibre consumption has risen
from ~ 5kg in 1960 to almost 14kg in
2016
Textile fibre demand growth expected
to increase by over 60% through 2030
VSF growth has historically outpaced
textile fibre demand growth
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Arable Land Requirement
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•
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Competition for other agricultural
products results in less arable land
available for cotton production

0.00

VSF

Irrigated Cotton

Rain-fed Cotton

Source: “The Fiber Year 2015”, ICAC, “The Future of Cellulose Fibres”. Franz Martin Hämmerle. (September 2011) www.fmhaemmerle.com/downloads.html
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Cotton acreage accounts for just
2.4% of the world's arable land

•

11,000 L of water to produce 1 pair of
jeans from cotton, or 4 pairs of jeans
requires a swimming pool quantity of
water

•

Cotton consumption is responsible for
2.6% of global water use, including all
uses of fresh water for agriculture and
personal consumption
Annual Water Consumption
16,000

But cotton accounts for ~11% of global pesticide use
and ~24% of global insecticides use
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11,700
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12,000
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8,300
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445
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Source: “World Wildlife Fund for Nature” and “The Future of Cellulose Fibres, Franz Martin Hämmerle”. (September 2011)
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Cellulosic,
6.6mt,
6.4%

2017
World Fiber Production
103.1 Million tonnes (mt)

Natural
Fibers,
31.6mt ,
30.6%
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Natural Fibers
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Source: “The Fiber Year 2018” and “Hawkins Wright, 2010 World Survey on Textiles & Nonwovens”
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World Textile Market
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•
•

High correlation between prices of Cotton, VSF and Dissolving Pulp - VSF prices up
~2726 Yuan ($424) since 2016 lows
Rayon grade chemical cellulose demand grew by 5.1% in 2017

$5,000

Price ($US per Tonne)

$4,500
$4,000
$3,500

VSF currently
Priced below
cotton

Historically VSF traded
at a premium to Cotton

Cotton

$3,000
VSF

$2,500
$2,000
$1,500

Recent cotton price
trend reversal positive
for VSF pricing

Dissolving Pulp

$1,000

Dissolving Pulp $USD (CCF China)

Source: CCF Group as at June 15, 2018
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•
•
•
•

•

Dissolving pulp production capacity, ~173,500
ADMT/yr.

Fortress Specialty Cellulose Mill, Thurso, Quebec

Pulp mill capacity utilization provides significant
margin upside potential as operations continue to
improve
Abundant and secure fiber and energy costs
provide a competitive advantage
Highly trained technical production staff to expand
market opportunity

Management focused on cost reductions,
production improvement, power generation and
product development to improve margins
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•
•
•
•

Cogeneration power plant came on line
September 2013
External sales to Hydro Quebec provide
stable and predictable financial benefit
24 MW contracts with Hydro Quebec through
September 2028 including incremental power
increase through April 2040
Targeting over 5% power generation
efficiency improvement in 2018

Power Generation

MWH

$(‘000s)
22,000
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19,778

19,571

19,468

19,284

80,000
18,000

40,000
0

16,000
2015

2016

Power generation

2017

LTM 1Q2018
Cogen Revenue

Based on 352 Days of Production Annually at Contracted Rate
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In March 2018, Fortress Global Enterprises announced Fortress Specialty Cellulose
had completed, on time and on budget, construction and commissioning of the
fifth digester that was first announced in November 2016
• The project includes the installation of a fifth digester which is expected to result in an
incremental annual production capacity increase of 8,500 ADMT in 2018 and 17,000 ADMT
in 2019
• Strategic project of utilizing birch to manufacture dissolving pulp and development in
hemicellulose derivative products. Birch grows abundantly across Canada and is considered
an underutilized species of tree
• Funding for the project from non-repayable contributions by Federal and Provincial agencies
should approximate $12.5 million with the balance from the Hydro Québec "Rate L" tariff,
cash on hand and operating cash-flows
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Sales
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Millions$
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Pulp segment
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• Sales totaled $39.7 million in Q1 2018 compared to
$29.6 million for Q4 2017
• The cogeneration facility generated $4.9 million in
sales revenue from the generation of power in Q1 2018
compared to $4.4 million for Q4 2017

LTM 1Q2018
DP shipments

EBITDA

25

• Operating EBITDA for the Dissolving Pulp Segment in
Q1 2018 were $0.2 million, compared to operating
EBITDA loss of $4.4 million for Q4 2017

15
5
(5)

• During the fourth quarter the company conducted a
three day shutdown to finalize connections of the fifth
digester. The fifth digester project completed and
commissioned on time and on budget

(15)
(25)
(35)
2015

2016

2017

LTM 1Q2018

EBITDA
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*$850 CAD Delivered Cost

*$850 CAD Delivered Cost
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*Medium term target, **Average Sales Price of Dissolving Pulp ($/admt, net of duties if applicable) based on 173,500 ADMT production, all figures as at June, 2018
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• Acquisition is a key step in extracting more value from the
current feedstock
• Fortress acquired S2G Biochemical Inc. for $2.5 million in an all share transaction in
March 2018
• S2G is a Vancouver-based developer of C5 sugar conversion technologies and exclusive
global licensee of a xylitol process technology developed with Mondelēz International,
Inc. (MDLZ: NASDAQ), one of the world’s largest snacking companies

• S2G and Mondelēz International have developed and extensively tested the technology
at pilot-scale and Fortress intends to build a demonstration-scale plant at FSC’s Thurso
Mill site with the capacity to produce up to 2,000 tonnes/yr of xylitol, a high-value lowcalorie sweetener
• FSC mixed hardwood and birch C5 sugars are a preferred and cost-effective source
of xylose for the production of xylitol
• FSC’s existing infrastructure and investment in the fifth digester project make it an
ideal site for the demonstration plant
• Today, the PHK liquor is burned in the Thurso Mill’s recovery boiler

• Following successful completion of the demonstration, Fortress expects to construct a
full-scale (~20,000 tonnes/yr) xylitol plant at FSC’s Thurso Mill
• Mill produces enough C5 sugars annually to provide all of the required feedstock
19

Creates an additional
high margin earnings
stream from the FSC mill

Acquisition of
proprietary
technology to utilize
FSC’s ideally suited
feedstock

To produce high quality,
low cost xylitol, a much
sought after food
additive with attractive
growth profile

• Accelerate Value Creation from C5 Sugars - Acquisition provides access to
proprietary process technologies and expertise that will fast-track FSC’s plans to
extract and add value from its C5 sugar stream
• Reduce Cost/Tonne of Dissolving Pulp - Project will increase dissolving pulp
production at Thurso and reduce cost/tonne – diversion of C5 sugars to xylitol
production will reduce the load on the mill’s recovery boiler
• Position FSC as Low-Cost Producer of Xylitol - Full-scale plant expected to be one
of the world’s lowest cost producers of xylitol; potential for up to $40 million in
EBITDA/yr
• Establish Key Relationship – Mondelēz International, one of the world’s largest
users of xylitol, as a technology partner
• Open New Strategic Options – Xylitol will be targeted but clean C5 sugars can also
be the building blocks for other high-value bioproducts and biochemicals
20

• With current fossil fuel pricing, xylitol has the highest
earnings potential of the possible C5 sugar applications

Relative earnings /t of C5 Sugars

35 x
30 x
25 x
20 x
15 x
10 x
5x
0
Currently
burned for
energy

Methane

Additional
economic
benfit¹

Ethanol

Butanol

Glycols

Furfural

Animal Feed

Lactic Acid

Xylitol

Relative Earnings

• Given that xylitol is a food ingredient, as compared to the other
non-consumable bioproducts in the chart, it is not dependent on the price of
fossil fuels in order to sustain competitive economic viability
Source:FP Innovations and FSC management
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• Diversion of C5 sugars reduces the load on the recovery
boiler and increases dissolving pulp production
Increase in production
related to offloading

Contribution
per tonne(1)

Additional
EBITDA/yr(2)

Demo Plant

5-9 tonnes of DP/day

$540/t

$1M-$1.7M

Commercial Plant

39 tonnes of DP/day

$540/t

$7.5M

(1) $540 contribution assumes: FX of $0.80 CAD/USD; selling price of USD $930/t for dissolving pulp; cash cost of CAD $823/t.
(2) Assumes 350 days of production per year.
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• Mondelēz International is a world leader in biscuits,
chocolate, gum, candy and powdered beverages
One of the largest snacking companies
S2G development partner

Major xylitol and sugar alcohol user

• Has worked with S2G since 2013 and provided financial support to develop
the technology
• Has entered into a non-binding Term Sheet with Fortress and S2G which sets
out a framework to modify certain terms of the license between Mondelēz
International and S2G and to provide for a purchase relationship with
Mondelēz International with respect to the demonstration plant and any
future full scale plant.
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• China accounts for >50% of the world’s xylitol production
Sulfuric or
Hydrochloric
Acid
Feedstock
(Corn cobs)
Acid
Hydrolysis

Biomass
Waste

~90%

Highly
Contaminated
Xylose

˂15%
Multi-step
Purification

Xylose

Xylitol

• Feedstock is corn cobs
• Dissolved xylose has high salt levels requiring multiple stages of inefficient
treatment to produce xylose
• Process captures ~40% of the available xylose; net yield of ˂15%(1) xylose
• Xylitol production requires hydrogenation of xylose and an additional
crystallization step

• Significant volumes of effluents
Notes:
(1) Kgs of xylose produced per kg of corn cob feedstock.

Source: S2G Management
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• At full-scale, Fortress/S2G process expected to produce
significantly lower costs per tonne
• Chinese corn cob-based production costs estimated to be ~US$2,500/tonne(1)

• Fortress/S2G Advantages(1):
• Lower cost feedstock
• Higher yield(2)- ~60% vs. ~40%
• Lower consumption(3) of costly consumables such as Activated Carbon,
Sulphuric Acid and Caustic Soda
• Less effluent + co-location with Thurso Mill effluent treatment
infrastructure
• Fortress/S2G process expected to produce an 84% - 99%(4) reduction in
environmental impact
Notes:
(1) All figures are approximate based on S2G analysis, and may vary from producer to producer.
(2) Kgs of xylitol produced per kg of xylose contained in feedstock.
(3) Kgs used per kg of xylitol produced.
(4) An independently-validated Life Cycle Assessment₂ (LCA) compared conventional xylitol production from corn cobs with an integrated, wood-based xylitol
process, such as the planned Fortress xylitol project. The LCA indicated an 84% to 99% reduction of the environmental impact based on various parameters
using the wood-based process as compared to corn cobs feedstock. See DuPontTM Danisco® Xivia Xylitol Sustainability White Paper.
.

Source:S2G Management
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• Fortress intends to construct a demonstration plant at the
Thurso Mill site
Plant Capacity (target)

- Up to 2,000t/yr of xylitol

Project Timing (target):

- Commencing Q2 2018
- Completion first half of 2020

Project Cost:

- ~$33M including working capital and ramp
up (equipment and construction ~$20M)

Funding:

- Fortress to contribute $5M in cash or in kind
- The balance of the project to be funded from
federal and provincial grants, other nonrecourse provincial funding, other
consortium partners and revenues from
xylitol sales during ramp up

All figures are company estimates. Capital costs, capacity, cash flow etc. of a full-scale plant to be determined after successful completion of
the demonstration project.
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• Once proven at demo-scale, Fortress expects to construct a
full-scale plant at Thurso
Plant Capacity (target)

- ~20,000t/yr of xylitol

Revenue

- ~$90M/yr

Cash Flow

- Up to $40M of EBITDA/yr(1)

Project Timing (target):

- Commence immediately after validating
operations at the Demo Plant
- Estimated 2021

Project Cost:

- ~$150M

Funding:

- Government grants and loan guarantee
programs
- Traditional debt financing
- Off-take partners

Notes:
(1) Assumes C$/US$ exchange rate of $0.80; xyltol price of US$3,000 (2017), inflation adjusted at 2%; production costs of ~C$1,900/tonne (2017) inflation adjusted
at 2%

All figures are company estimates. Capital costs, capacity, cash flow etc. of a full-scale plant to be determined after successful completion of
the demonstration project.
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• Xylitol is a superior sweetener that commands a premium
price
Benefits
• Sweet as sugar
•

~40% less calories & low glycemic index

•

Improved health – dental & obesity

•

Best flavor and properties – no aftertaste

• Current market price ~US$3,500 - US$4,500/t (~C$4,300 – C$5,600/t) is
significantly higher than the price of competing sugar alcohols like sorbitol
(~US$1,100/t)

Source: CCM Business & Data Intelligence, World J. Pharma. Pharmaceutic. Sci, Min-Ji Kim et al. (2015) Food Sci. Biotechnology, Global
Market Insights, Xylitol Market Report, European Food Safety Authority’s Panel
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Trends in obesity prevalence among adults aged 20 and over (age-adjusted)
and youth aged 2–19 years: United States, 1999–2000 through 2013–2014

Source: US National Center for Health Statistics - Prevalence of Obesity Among Adults and Youth:United States, 2011–2014
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• Demand for xylitol is expected to grow at a CAGR of 6.5%(1)
“Consumers are clamoring for reduced sugar and all-natural
products. If you can deliver both, it creates a huge opportunity.”
Jonathan Webster former Global VP Marketing, Gum & Candy, Mondelēz Global

• Consumer demand for healthy, natural products is growing. To meet this
demand, food and pharma companies are seeking low-calorie/non-sugar
sweeteners
• Sorbitol and mannitol are used widely, but are derived from GMO feedstock
and do not have the preferred taste or health characteristics
• Xylitol is a lower calorie, organic sweetener, offering better taste, easier
handling, high sweetness, desirable mouth-cooling effect and unsurpassed oral
health benefits

(1)Source: Market

Insights, Xylitol Market Report 2024 (volume)
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2016 Volume
6.6%

3.2%

1.7%

Chewing Gum

11.3%

Confectionery
15.2%

62.0%

Food
Personal Care
Pharmaceuticals

Nutraceuticals

Source: Market Insights - Xylitol Market Report 2024
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•

Average selling price (2016): ~US$4,200/tonne

•

Volumes expected to grow at CAGR of 6.5% (2017 – 2024)

•

Market expected to exceed US$1B by 2022

Source: Global Market Insights -Xylitol Market Report 2024, ICTS, EPA, FDA, EFSA, ADA
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Become a globally low cost producer of a product with attractive
growth rates
Mondelēz International as technology partner and will support
commercialization
Diversify our product portfolio at FSC to extract and optimize
value from a current residual product
Create a new bioproducts division which has the potential to
generate up to $40M in annual EBITDA

Attractive financing structure with government support
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Millions $

Yearly EBITDA from
Continuing Operations
• Operating EBITDA loss from continuing operations was
$1.4 million for Q1 2018 compared to operating EBITDA
loss from continuing operations of $5.7 million in Q4
2017

20

10
(10)

• The Dissolving Pulp Segment generated operating EBITDA
of $0.2 million. Corporate costs contributed to operating
EBITDA loss of $1.6 million in Q1 2018

(20)
(30)
(40)
2015

2016

2017

LTM 1Q2018

EBITDA
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Repayments of principal for debt outstanding as at
March 31, 2018 are required as follows:

•

Cash was $37.7 million at March 31, 2018
-

Q1 2018
$ millions

Includes $8.0 million restricted cash
Year

Convertible
Debt

Other Debt

Total

2018

-

4,585

4,585

50

2019

62,100

14,225

76,325

40

2020

-

14,225

14,225

30

2021

-

14,225

14,225

2022

-

14,225

14,225

Thereafter

-

77,835

77,835

Total

62,100

139,320

201,420

Millions $

Quarterly Cash Balance
70
60

20

10
0
Q1-17

Q2-17

Q3-17

Cash and cash equivalents

Q4-17

Q1-18

Restricted cash

• During the first quarter of 2018, Investissement Québec
agreed to defer 2018 principal and interest payments of
$8.5 million and $4.4 million.
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