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FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 27, 2014
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15@ff THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from ot
Commission File Number 001-36285

RAYONIER ADVANCED MATERIALS INC.

Incorporated in the State of Delaware
I.R.S. Employer Identification No. 46-4559529

1301 RIVERPLACE BOULEVARD, SUITE 2300
JACKSONVILLE, FL 32207
(Principal Executive Office)

Telephone Number: (904) 357-4600

Indicate by check mark whether the registrant &k filed all reports required to be filed by Secti® or 15(d) of the Securities Exchange Act of4l88ring the preceding
months (or for such shorter period that the regjigtwas required to file such reports), and (2)been subject to such filing requirements for tast|®0 days.
YES NoO

Indicate by check mark whether the registrant hdmritted electronically and posted on its corpoi&teb site, if any, every Interactive Data File riegd to be submitted a
posted pursuant to Rule 405 of Regulation S-T dutfire preceding 12 months (or for such shorteiopehiat the registrant was required to submit asd puch files).
YES NoO

Indicate by check mark whether the registrant lisrge accelerated filer, an accelerated filer, a-accelerated filer, or a smaller reporting compase the definitions ofidrge

accelerated filer,” “accelerated filer” and “smalfeporting company” in Rule 12b-2 of the ExchaAge.

Large accelerated filerX]
Accelerated filer O

Non-accelerated filer[l ]
Smaller reporting companid

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act).
YESO NO

The registrant had 42,653,189 shares of commoik,s$o@1 par value per share, outstanding as oft@ct®2, 2014 ,







Table of Contents

wn

TABLE OF CONTENTS

PART | - FINANCIAL INFORMATION
Financial Statements (unaudited)

Condensed Consolidated Statements of Income ang@bensive Income for the Three and Nine Months
Ended September 27, 2014 and September 30, 2013

Condensed Consolidated Balance Sheets as of Semt@n2014 and December 31, 2013

Condensed Consolidated Statements of Cash Flovikdddine Months Ended September 27, 2014 and
September 30, 2013

Notes to Condensed Consolidated Financial Statement

Management's Discussion and Analysis of Financmidtion and Results of Operations
Quantitative and Qualitative Disclosures about Maisk

Controls and Procedures

PART Il - OTHER INFORMATION
Leqgal Proceedings
Risk Factors
Unregistered Sales of Equity Securities and Uderoteeds
Exhibits

Signature

RN
o I~ loo I 1w IN I

NSNS
©lo N ININ




Table of Contents

PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

RAYONIER ADVANCED MATERIALS INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
AND COMPREHENSIVE INCOME
(Unaudited)

(Dollars in thousands, except per share amounts)

Three Months Ended Nine Months Ended
September 27, September 30, September 27, September 30,
2014 2013 2014 2013
NET SALES $ 253,69 $ 225,52 $ 709,72} 764,87t
COST OF SALES 198,00t 158,14 546,94. 515,84.
GROSS MARGIN 55,68¢ 67,37¢ 162,78 249,03
Selling and general expenses 9,49¢ 8,14 26,73( 26,89:
Other operating expense (income), net 4,51¢ (149 44,80( 3,76!
OPERATING INCOME 41,67¢ 59,37¢ 91,25: 218,37¢
Interest expense (9,469 — (12,69¢) —
Interest and miscellaneous (expense) income, net (57) 292 (62 29z
INCOME BEFORE INCOME TAXES 32,15: 59,66¢ 78,49' 218,67:
Income tax expense (12,74¢) (29,707) (23,58() (49,70¢)
NET INCOME $ 19,40¢ $ 39,96¢ $ 54,91° 168,96
EARNINGS PER SHARE OF COMMON STOCK (Note 10)
Basic earnings per share $ 0.4¢ $ 09t $ 1.3C 4.01
Diluted earnings per share $ 0.4¢ $ 09t $ 1.3C 4.01
DIVIDENDS DECLARED PER SHARE $ 0.0 $ — 3 0.07 —
COMPREHENSIVE INCOME:
NET INCOME $ 19,40¢ $ 39,96¢ $ 54,917 168,96
OTHER COMPREHENSIVE INCOME
Net gain (loss) from pension and postretirememglaet of income tax (expense)
benefit of ($2,779), ($734), $501 and ($2,299) 4,83¢ 1,28( (871) 3,99¢
Total other comprehensive income (loss) 4,83¢ 1,28( (871 3,99¢
COMPREHENSIVE INCOME $ 2424; % 41,24¢ $ 54,04¢ 172,96t

See Notes to Condensed Consolidated FinancialnStats.
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RAYONIER ADVANCED MATERIALS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(Dollars in thousands)

September 27, 2014 December 31, 2013
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 28,16: $ =
Accounts receivable, less allowance for doubtfgbants of $151 and $140 93,26¢ 71,09
Inventory 122,14: 128,70t
Deferred tax assets 11,20¢ 22,53
Prepaid and other current assets 43,85¢ 23,72(
Total current assets 298,63. 246,05!
TOTAL PROPERTY, PLANT AND EQUIPMENT, GROSS 2,000,82! 1,955,95!
LESS — ACCUMULATED DEPRECIATION (1,156,37)) (1,109,66)
TOTAL PROPERTY, PLANT AND EQUIPMENT, NET 844,44 846,28t
OTHER ASSETS (Note 16) 103,27¢ 27,92:
TOTAL ASSETS $ 1,246,35! $ 1,120,261
LIABILITIES AND STOCKHOLDERS’ (DEFICIT) EQUITY
CURRENT LIABILITIES
Accounts payable $ 49,80« $ 54,19¢
Current maturities of long-term debt 8,40( —
Accrued taxes 5,09¢ 1,867
Accrued payroll and benefits 22,16: 10,81«
Accrued interest 10,85¢ —
Accrued customer incentives 14,92: 7,72¢
Other current liabilities 12,54: 5,23¢
Current liabilities for disposed operations (Notg 1 7,51t —
Total current liabilities 131,29¢ 79,84¢
LONG-TERM DEBT 938,47: —
NON-CURRENT LIABILITIES FOR DISPOSED OPERATIONS (No te 14) 84,19: —
PENSION AND OTHER POSTRETIREMENT BENEFITS (Note 9) 98,28t 21,79:
DEFERRED INCOME TAXES — 49,22:
OTHER NON-CURRENT LIABILITIES 7,547 1,102
COMMITMENTS AND CONTINGENCIES (Notes 8 and 12)
STOCKHOLDERS' (DEFICIT) EQUITY
Preferred stock, 10,000,000 shares authorized.ai $@r value, 0 issued and outstanding as of Bt
27, 2014 and December 31, 2013 — —
Common stock, 140,000,000 shares authorized al $&0Ovalue, 42,653,189 and 0 issued and
outstanding, as of September 27, 2014 and Dece®ih@013, respectively 427 —
Additional paid-in capital 57,35¢ —
Retained earnings 4,76( 1,415,89:
Transfers to Rayonier, net — (407,89
Accumulated other comprehensive loss (75,989 (39,699
TOTAL STOCKHOLDERS' (DEFICIT) EQUITY (13,44 968,30:
TOTAL LIABILITIES AND STOCKHOLDERS' (DEFICIT) EQUIT Y $ 1,246,35  $ 1,120,26!

See Notes to Condensed Consolidated FinancialnStats.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Net income

RAYONIER ADVANCED MATERIALS INC.

(Unaudited)
(Dollars in thousands)

Adjustments to reconcile net income to cash praVioleoperating activities:

Depreciation and amortization

Stock-based incentive compensation expense

Amortization of capitalized debt costs

Deferred income taxes
Increase in liabilities for disposed operations

Amortization of losses and prior service costs fimgnsion and postretirement plans

Loss from sale/disposal of property, plant and apeint

Other

Changes in operating assets and liabilities:
Receivables
Inventories

Accounts payable

Accrued liabilities

All other operating activities
Expenditures for disposed operations

CASH PROVIDED BY OPERATING ACTIVITIES

INVESTING ACTIVITIES

Capital expenditures

Purchase of timber deeds
Purchase of land
Jesup plant cellulose specialties expansion
Other
CASH USED FOR INVESTING ACTIVITIES
FINANCING ACTIVITIES
Issuance of debt
Repayment of debt
Proceeds from the issuance of common stock
Debt issuance costs
Common stock repurchased

Net payments (to) from Rayonier

CASH (USED FOR) PROVIDED BY FINANCING ACTIVITIES

CASH AND CASH EQUIVALENTS
Change in cash and cash equivalents

Balance, beginning of year

Balance, end of period

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the period:
Interest
Income taxes
Non-cash investing and financing activities:

Capital assets purchased on account

Nine Months Ended

September 27, September 30,
2014 2013
54,91% 168,96
62,11¢ 51,14
5,61¢ 4,84*
55( —
76( (12,02
20,01¢ —
5,662 6,29¢
98¢ 1,26(
— (58%)
(21,40%) (18,78()
6,56¢ (1,919
(10,55¢) 10,26:
24,97¢ 1,96¢
(20,35¢) (22,62))
(2,15) —
127,70: 188,81(
(60,21¢) (81,54()
(12,697 —
(1,52¢) —
— (137,39)
(1,450 (1,33%)
(75,88¢) (220,26)
1,025,00 —
(77,100 —
54¢ —
(15,437) —
(92) —
(956,579 31,45°
(23,65¢) 31,45°
28,16: —
28,16: —
1,881 —
18,35( —
7,93¢ 27,39




See Notes to Condensed Consolidated FinancialnStats.
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

1. SEPARATION AND BASIS OF PRESENTATION

The Separation

On May 27, 2014, the board of directors of Rayomier. (“Rayonier”)approved the separation of its performance fibeggrent fror
Rayonier to form an independent, publicly tradetpocation named Rayonier Advanced Materials InRaffonier Advanced Materials” otHe
Company”). Subsequently, the Company entered inseparation and distribution agreement with Rayo(tiee “Separation Agreement”
whereby Rayonier agreed to distribute 100% of théstanding common stock of the Company to Rayoslareholders in a taxee
distribution (the “Distribution”) As a condition to the Distribution, Rayonier re@sa private letter ruling from the Internal Rever8ervice t
the effect that, based on certain facts, assumgti@presentations and undertakings set forthanuting, for U.S. federal income tax purpo
the Distribution of the Company’stock was not taxable to Rayonier or U.S. holdérRayonier common shares, except in respect $t
received in lieu of fractional share interests. égistration statement on Form 10 (the “Form 1@%, amended through the time of
effectiveness, was filed by the Company with th8.lBecurities and Exchange Commission (the “SE@GY was declared effective on June
2014.

The Distribution was made on June 27, 2014 to Rayshareholders of record as of the close of lssiron June 18, 2014. Holder:
Rayonier common shares received one share of thgp&@uwy’'s common stock for every threayonier common shares held on the record
This resulted in the distribution of 42,176,565 relsaof the Compang’ common stock to Rayonier shareholders after theken closed c
June 27, 2014 . In addition, the Company made apeash distributions to Rayonier in an aggregateunt of $906.2 milliorand, as betwe:
Rayonier and the Company, assumed certain liadsiliissociated with pension, other pesirement employee benefits and environme
remediation. After consideration of the cash retdiby the Company at the date of Distribution, af &s cash flow impacts for the six mor
ending June 27, 2014 , the net distribution to Ragrowas $956.6 million .

Following the Distribution, Rayonier retained naigg ownership interest in the Company, and eachpany now has independent pu
ownership, boards of directors and management.

Separation Costs

For the nine months ended September 27, 2014Cdngpany recorded separation costs of $19.4 milkdhin other operating expens
consisting mostly of professional service fees inithe finance, legal and information system fumasi.

Basis of Presentatio

The unaudited condensed consolidated financiakmsiants and notes thereto of the Company have begraned in accordance w
accounting principles generally accepted in thetéthBtates of America for interim financial infortioa and in accordance with the rules
regulations of the SEC. In the opinion of managamtrese financial statements and notes reflecagjlistments (all of which are norr
recurring adjustments) necessary for a fair pregiemt of the results of operations, financial positand cash flows for the periods presetr
These statements and notes should be read in abiojurwith the financial statements and supplemgntiata included in the Company’
Audited Combined Financial Statements for the yarated December 31, 2013vhich is included in our Form 10, as well as anjunctior
with the interim financial information in our regan Form 10Q for the quarterly period ended June 28, 2014.r&kalts of operations for t
three and nine months ended September 27, 20&dpanecessarily indicative of the results to Xgeeted for the full year.

Prior to the Distribution, the Compamsytesults of operations, financial position anchdb®sws consisted of the performance fibers seg
of Rayonier and an allocable portion of its corpereosts (together, the “performance fibers busife$hese financial statements have t
presented as if the performance fibers businessbead combined for all periods presented. All icwempany transactions are elimina
Historically, financial statements have not beeeppred for the performance fibers business. Thenaganying financial statements for
Company have been derived from the historical actiog records of Rayonier.
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

The statements of income for periods prior to thgtribution include allocations of certain costsrfr Rayonier related to the operation
the Company. These corporate administrative costie weharged to the Company based on employee he@daad payroll costs. T
combined statements of income also include expaliseations for certain corporate functions higtally performed by Rayonier and
allocated to its operating segments. These allmestivere based on revenues and specific idenidicaf time and/or activities associated v
the Company. Management believes the methodolagngsloyed for the allocation of costs were reasanablrelation to the historic
reporting of Rayonier, but may not necessarilyrisiaative of costs had the Company operated oaraisione basis during the periods pria
the Distribution, nor what the costs may be inftitare.

Fiscal Year

Prior to the Distribution, the Compasyuarter and fiscal year end was the last dapetalendar quarter and calendar year, respec
In connection with the Distribution, the Companynbed its interim reporting periods to the lasu&#y of the fiscal quarter. The Company’
fiscal year end will remain the last day of theecalar year. As the effect on prior interim periedults were not material, prior periods have
been revised.

New or Recently Adopted Accounting Pronouncen

In April 2014, the Financial Accounting StandardsaBd (“FASB”) issued Accounting Standards Upda#%StU”) No. 2014-08 Reporting
Discontinued Operations and Disclosures of DisppsdlComponents of an Ent. The standard requires a disposal of a comporfeart entit
to be reported in discontinued operations if iresgnts a strategic shift with a major effect oreatity’s operations and financial results. It
removes requirements related to the evaluatiohetbmponent’s effect on ongoing operations aneiitiy’s continuing involvement with tl
component. Additional disclosures about discontihoperations are also required under this stands®d) No. 201408 is required to
applied prospectively for all disposals (or classifions as held for sale) of components of anetitiat occur within annual periods beginr
December 15, 2014. Early adoption is permitteddisposals (or classifications as held for sale} tizve not been previously reported.
Company does not expect the adoption of this standdl have a material impact on the consoliddiadncial statements.

In May 2014, the FASB issued ASU No. 2014-8&venue from Contracts with Customeis comprehensive new revenue recogn
standard. This standard will supersede virtuallycatrent revenue recognition guidance. The comecjple is that a company will recogn
revenue when it transfers goods or services tmmests in an amount that reflects considerationhikvthe company expects to be entitle
in exchange for those goods or services. This arahdill be effective for the Company’s first quert2017 Form 1@ filing with full or
modified retrospective adoption permitted. The Campis currently evaluating the impact of this stama on its consolidated financ
statements.

In June 2014, the FASB issued ASU No. 2014A&;ounting for Shar®&ased Payments When the Terms of an Award Provide ¢
Performance Target Could Be Achieved after the RéguService Perio. This standard requires a performance targetatfietts vesting ar
that could be achieved after the requisite serpegod to be treated as a performance conditioe. durrent accounting standard for stock
based compensation as it applies to awards witteqpeance conditions should be applied. This guidasaffective for fiscal years, includi
interim reporting periods, beginning after Decemb®y 2015, and is applicable to the Company's ffigear beginning January 1, 2016.
Company is currently evaluating this guidance, dngs not expect the adoption of this standardhaille a material impact to its consolid:
financial statements.

In August 2014, the FASB issued ASU No. 2014-Disclosure of Uncertainties about an Enti#yAbility to Continue as a Goi
Concern, to provide guidance on management’s respongibiilitevaluating whether there is substantial daalimut a companyg’ ability tc
continue as a going concern and to provide relftethote disclosures. ASU 2014 is effective for annual periods ending after @&aber 1
2016 with early adoption permitted. The Companysdoat expect the adoption of this standard willdhavmaterial impact on the consolid:
financial statements.

Subsequent Events

The Company signed a one -year contract extensitnNantong Cellulose Fibers Co., Ltd., a significaustomer. A report on FormIg-
was filed on October 20, 2014 with the SEC, in ee$po this event.
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

RELATED PARTY TRANSACTIONS

As discussed in Note 1 -Separation and Basis of Presentatiofor periods prior to the Distribution, the Coridated Statements
Income and Comprehensive Income include expenseatibns for certain corporate functions histoficglerformed by Rayonier and 1
allocated to its operating segments, including gdredrporate expenses related to executive ovgrsagcounting, treasury, tax, legal, hui
resources and information technology. Net chargem fRayonier for these services, reflected in sglland general expenses in
Condensed Consolidated Statements of Income andpf@bensive Income were $0 and $3.5 millitor the three months enc
September 27, 2014 , and September 30, 2013 ,atasge, and $8.0 million and $12.5 million for tine months endeBeptember 27, 20
and September 30, 2013, respectively.

For periods prior to the Distribution, the Consatiell Statements of Income and Comprehensive Inedsoenclude allocations of cert:
costs from Rayonier related to the operations ef @mpany including: medical costs for active sathand retired employees, worker’
compensation, general liability and property insge salaried payroll costs, equity based compimsaind a praata share of dire
corporate administration expense for accountingydnuresource services and information system nrante. Net charges from Rayonier
these costs, reflected in the Condensed Consdlidgttements of Income and Comprehensive Income $@&and $12.7 milliofor the thre
months ended September 27, 2014 and Septembeb38,,2espectively, and $27.3 million and $38.3lioml for the ninemonths ende
September 27, 2014 and September 30, 2013 , resggct

INCOME TAXES

In connection with the Separation, the Companyredténto a tax matters agreement with Rayonier. dgi@ement governs the parties

respective rights, responsibilities and obligationgh respect to taxes for any period (or portibareof) ending on or before the Distribut
Generally, Rayonier Advanced Materials is liabledt pre-distribution U.S. federal income taxdsts taxes and noneome taxes attributal
to Rayonier’s former performance fibers business.

The Company’s effective tax rate for the third qeaof 2014 was 39.6 percent compared with 33.0grgfor the corresponding period

2013. The effective tax rate differs from the fedestatutory rate of 35 perceptimarily due to the manufacturing tax credit, stedxes ar
nondeductible expenses.

The Company’s effective tax rate for the first nmenths of 2014 was 30.0 percent compared with p8r@entfor the correspondir

period of 2013. The effective tax rate differs frtime federal statutory rate of 35 percpritnarily due to the reversal of a tax reserveteslac
the taxability of the cellulosic biofuel produceredit (‘CBPC”) for 2014 and the alternative fuelxire credit (“AFMC”) for the CBP(
exchange for 2013.

4,

The provision for income taxes for periods priothe Distribution has been computed as if the Camppeere a stand-alone company.

INVENTORY
As of September 27, 2014 and December 31, 2018Ctmpany’s inventory included the following:

September 27, 2014 December 31, 2013

Finished goods $ 97,777 % 105,39¢
Work in progress 3,56¢ 3,55¢
Raw materials 17,90( 17,42
Manufacturing and maintenance supplies 2,89t 2,33:

Total inventory $ 122,14 $ 128,70t
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

5. STOCKHOLDERS’ (DEFICIT) EQUITY

An analysis of stockholders’ (deficit) equity fdret nine months ended September 27, 2014 and theydad December 31, 20&3showt
below (share amounts not in thousands):

Common Stock

Retained Accumulated
Additional Earnings Transfers (to) Other Total
Paid in (Accumulated from Comprehensive Stockholders'
Shares Par Value Capital Deficit) Rayonier, net Loss (Deficit) Equity

Balance, December 31, 2012 —  $ — 9 — 1,196,12 $ (406,75) $ (64,6700 $ 724,70:
Net income — — — 219,76 — — 219,76’
Net gain from pension and

postretirement plans — — — — — 24,97 24,97
Net transfers to Rayonier — — — — (2,147 — (1,147
Balance, December 31, 2013 — 3 — 3 — 3 1,41589. $ (407,89) $ (39,699 $ 968,30:
Net income — — — 54,91" — — 54,917
Net loss from pension and

postretirement plans — — — — — (877) (871)
Net transfers to Rayonier — — — — (1,001,50) (35,419 (1,036,92)
Reclassification to additional

paid-in capital at distribution

date — — 53,69¢ (1,463,09) 1,409,40: — —
Issuance of common stock at t

separation 42,176,56 422 (422) — — — —
Issuance of common stock under

incentive stock plans 477,23: 5 544 — — — 54¢
Stock-based compensation — — 2,052 2,052
Repurchase of common stock (610) — (92 — — — (92
Adjustments to tax assets and

liabilities associated with the

Distribution — — 1,58( — — — 1,58(
Dividends ($0.07 per share) — — — (2,957 — — (2,952
Ba|ance, September 27, 2014 42,653,18 $ 427 $ 57,352 $ 4,76( $ - $ (75,980 $ (13,44‘)

Net Parent Company Investment

The following is a reconciliation of the amountegented as “Net transfers to Rayonierthe above table and the amounts present
“Net payments (to) from Rayonier” on the CondenSedsolidated Statements of Cash Flows.



Nine Months Ended

September 27, 2014 September 30, 2013

Allocation of costs from Rayonier (a) $ (35,279 $ (50,815
Cash receipts received by Rayonier on Companyalbeh 472,78 787,85
Cash disbursements made by Rayonier on Compartyedfbe (484,319 (700,74()
Net distribution to Rayonier on separation (906,200 —
Net liabilities from transfer of assets and liai®s with Rayonier (b) (83,91 —
Net transfers (to) from Rayonier (1,036,92) 36,30:
Non-cash adjustments:
Stock-based compensation (3,562 (4,845
Net liabilities from transfer of assets and liai®s with Rayonier (b) 83,91 —
Net payments (to) from Rayonier per the Condensmts@lidated Statements of Cash

Flows, prior to separation $ (956,579 $ 31,45,
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

(@) Included in the costs allocated to the Comfamy Rayonier are expense allocations for certaiparate functions historically perform
by Rayonier and not allocated to its operating sags1 See Note 2 —Related Party Transactiont® the Consolidated Financ
Statements.

(b) In accordance with the Separation Agreememtaiceassets and liabilities were transferred ® @ompany that were not included in
historical financial statements for periods primthe Distribution. These non-cash capital contidns included:

» $73.9 million of disposed operations liabilitigEee Note 14 Liabilities for Disposed Operatiorfer additional informatior
» $73.8 million of employee benefit plan liabiis (See Note 9Employee Benefit Plarier additional informatior
* $67.4 millionof deferred tax assets (primarily associated withliabilities above

» $3.6 millionof other liabilities, ne

6. ACCUMULATED OTHER COMPREHENSIVE LOSS
Accumulated Other Comprehensive Loss was compdééte following:

For the Period Ended
September 27, 2014 September 30, 2013

Unrecognized components of employee benefit planset of tax

Balance, beginning of period $ (39,699 $ (64,67()
Amounts reclassified from accumulated other comgmsive loss (a) 3,59¢ 3,99¢
Other comprehensive loss before reclassifications (4,467) —
Net other comprehensive (loss) income (877) 3,99¢
Net transfer from Rayonier (b) (35,419 —
Balance, end of period $ (75,989 $ (60,677)

(&) These accumulated other comprehensive lospaoemts are included in the computation of netqokci pension cost. See Note-9
Employee Benefit Plarfor additional information.

(b) Prior to the Distribution, certain of the Coamy’s employees participated in employee benefit ptpasisored by Rayonier. The Comp
did not record an asset, liability or accumulatédeo comprehensive loss to recognize the fundetdisstaf the Rayonier plans on
consolidated balance sheet until the Distributieee Note 5 —Stockholders' (Deficit) Equitfpr additional information.

7. OTHER OPERATING EXPENSE (INCOME), NET

Other operating expense, net was comprised ofdfl@nfing:

Three Months Ended Nine Months Ended
September 27,  September 30, September 27, September 30,
2014 2013 2014 2013

Loss on sale or disposal of property, plant andgegent $ 271 % 27¢ % 98¢t $ 1,26(

One-time separation and legal costs 2,77¢ (17%) 23,45¢ 2,82t
Increase to liabilities for disposed operationsittésy from

separation from Rayonier (a) — — 18,41¢ —

Environmental reserve adjustment 1,50¢ — 1,50(C —

Miscellaneous expense (income) (27) (247) 43¢ (329

Total $ 451¢ % (144 $ 44,80( $ 3,761
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RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

(a) The Company is subject to certain legal requénets relating to the provision of annual finan@asurance regarding environme
remediation and post closure care at certain dispsges. To comply with these requirements, thea@any purchased surety bonds fron
insurer, with the Company’s repayment obligatiahshge bonds are drawn upon) secured by the issuaha letter of credit by the Company’
revolving credit facility lender. As a result ofettDistribution and its obligations to procure fioal assurance annually for the foresee
future, the Company recorded a corresponding iserda liabilities for disposed operations. See Nt2e— Guaranteesand Note 14—
Liabilities for Disposed Operatiorfor additional information.

8. CONTINGENCIES

The Company is engaged in various legal actiortdydiing certain proceedings relating to environrakntatters, and has been named
defendant in various other lawsuits and claimsiragisn the normal course of business. While the @any has procured reasonable
customary insurance covering risks normally ocagrin connection with its businesses, it has inatercases retained some risk througt
operation of self-insurance, primarily in the aredsvorkers’compensation, property insurance and general iabilhese other lawsuits a
claims, either individually or in the aggregates aot expected to have a material adverse effetit@Companys financial position, results
operations or cash flows.

9. EMPLOYEE BENEFIT PLANS

The Company has three qualified ncontributory defined benefit pension plans coverngignificant majority of its employees anc
unfunded plan that provides benefits in excessnodumts allowable in the qualified plans under cotriax law. All qualified plans and t
unfunded excess plan are closed to new particip&mtployee benefit plan liabilities are calculatesing actuarial estimates and manage
assumptions. These estimates are based on hittofimanation, along with certain assumptions abfuttire events. Changes in assumpti
as well as changes in actual experience, couldeddiesestimates to change.

The net pension and postretirement benefit coatséive been recorded are shown in the followibteta

Pension Postretirement
Three Months Ended Three Months Ended
September 27, September 30, September 27, September 30,
2014 2013 2014 2013

Components of Net Periodic Benefit Cost

Service cost $ 151C $ 69¢ $ 16z $ 28¢€

Interest cost 3,78¢ 1,72¢ 191 174

Expected return on plan assets (5,939 (3,129 — —

Amortization of prior service cost 29¢€ 323 4 39

Amortization of losses 2,812 1,62 13z 63

Amortization of negative plan amendment — — (139 (34)
Net periodic benefit cost $ 247: % 1,241 $ 35€ $ 53C
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Pension Postretirement

Nine Months Ended

Nine Months Ended

September 27, September 30, September 27, September 30,
2014 2013 2014 2013

Components of Net Periodic Benefit Cost
Service cost $ 258¢ $ 2,09 ¢ 47¢ % 742
Interest cost 7,591 5,17¢ 497 564
Expected return on plan assets (12,399 (9,386 — —
Amortization of prior service cost 86¢ 96¢ 12 18
Amortization of losses 4,80¢ 4,871 377 43¢
Amortization of negative plan amendment — — (402) —
Net periodic benefit cost $ 3,452 $ 3,721 § 96C $ 1,76¢

In 2014 , the Company has no mandatory pensionibatibn requirements and does not expect to malgedécretionary contributions.

Shared Pension and Postretirement Plans

Prior to the Distribution, Rayonier provided definbenefit pension and postretirement health arel ilisurance benefits to cert
Company employees. As such, these liabilities wetereflected in the Comparsycombined balance sheets prior to the Distribut@m Jun
27, in connection with the Distribution, these ligies, totaling $73.8 million were transferred from Rayonier to the Companyaredeflecte

in the Balance Sheet as of September 27, 2014 .

10. EARNINGS PER SHARE OF COMMON STOCK

On June 27, 2014 , 42,176,58ares of our common stock were distributed to Ri@ysshareholders in conjunction with the Distribot
For comparative purposes, and to provide a morenmgful calculation of weightedverage shares outstanding, we have assumed thisi
to be outstanding as of the beginning of each fepitor to the Distribution presented in the cadtign of weightedaverage shares. Prior
separation, there were no dilutive shares sinc€trapany had no outstanding equity awards.

The following table provides details of the caldidas of basic and diluted earnings per share:

Three Months Ended

Nine Months Ended

September 27, September 30, September 27, September 30,
2014 2013 2014 2013
Net income $ 19,40¢ $ 39,96t $ 54,917 $ 168,96
Shares used for determining basic earnings pee sifaommon
stock 42,167,01 42,176,56 42,160,55 42,176,56
Dilutive effect of:
Stock options 68,79¢ — 69,60( —
Performance and restricted shares 12,157 — 10,28¢ —
Shares used for determining diluted earnings peresbf
common stock 42,247,97 42,176,56 42,240,44 42,176,56
Basic earnings per share (not in thousands) $ 0.4¢ $ 09t $ 1.3C $ 4.01
Diluted earnings per share (not in thousands) $ 04€ $ 0.9 % 13C § 4.01
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Anti-dilutive shares excluded from the computatidrdiluted earnings per share:

Three Months Ended Nine Months Ended
September 27, September 30, September 27,  September 30,
2014 2013 2014 2013
Stock options 179,69: — 174,67¢ —
Restricted shares 109,89 — 37,44 —
Total 289,58 — 212,12: —

11. FAIR VALUE MEASUREMENTS

Fair Value of Financial Instrumen
The Accounting Standards Codification establish#ur@e-level hierarchy that prioritizes the inpused to measure fair value as follows:
Level 1— Quoted prices in active markets for identicak#sor liabilities.
Level 2— Observable inputs other than quoted prices iregdud Level 1.
Level 3— Unobservable inputs that are supported by little@mmarket activity and that are significant to fai value of the assets
liabilities.
The following table presents the carrying amoustjneated fair values and categorization under #ie alue hierarchy of financi

instruments held by the Company at September 24 20sing market information and what managementies$ to be appropriate valual
methodologies under generally accepted accountingiples:

September 27, 2014

Carrying
Asset (liability) Amount Fair Value
Level 1 Level 2
Cash and cash equivalents $ 28,16: $ 28,161 $ =
Current maturities of long-term debt (8,400 — (8,400
Long-term debt (938,47 — (910,62Y

The Company uses the following methods and assongin estimating the fair value of its financiasiruments:
Cash and cash equivalents The carrying amount is equal to fair market value

Debt— The fair value of fixed rate debt is based upontedianarket prices for debt with similar terms aratumities. The variable re
debt adjusts with changes in the market rate, ther¢he carrying value approximates fair value.

12. GUARANTEES

The Company provides financial guarantees as reduily creditors, insurance programs, and variougemmental agencies. As
September 27, 2014 , the following financial guéeas were outstanding:

Maximum Potential ~ Carrying Amount

Financial Commitments Payment of Liability

Standby letters of credit (a) $ 26,57: $ —
Surety bonds (b) 55,65: 19,10¢
Total financial commitments $ 82,22¢ % 19,10¢

(a) The letters of credit primarily provide credit s@ppfor surety bonds issued to comply with finaheissurance legal requirements rele
to environmental remediation of disposed sites. [€tter of credit will expire during 2015 and wllé renewed as required.

11




Table of Contents

RAYONIER ADVANCED MATERIALS INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
(Unaudited)
(Dollar amounts in thousands unless otherwise stad@

(b) Rayonier Advanced Materialgurchases surety bonds primarily to comply withaficial assurance legal requirements relatir
environmental remediation and post closure caret@ampdovide collateral for the Company’s worketempensation program. These su
bonds expire at various dates during 2015 and ZDi®y are expected to be renewed annually as estjuree Note 7 -Other Operatini
Expense (Income), N.

13. INCENTIVE STOCK PLANS

The Rayonier Advanced Materials Incentive StoclnRlthe Stock Plan”) provides for up to 5.2 millishares of stock to be granted
incentive stock options, noqualified stock options, stock appreciation righgsrformance shares, restricted stock and reddristeck units
subject to certain limitations. At September 27120approximately 4.0 million shares were avaddol future grants under the Stock Plan.

In connection with the separation from RayonieGeintive stock options, performance shares andiatestir stock awards issued
employees and directors under the Rayonier Incer@tock Plan prior to the Distribution were adjdste converted, as applicable, into 1
awards using formulas generally designed to prestw value of the awards immediately prior toDisribution.

The Employee Matters Agreement between Rayoniertlem@ompany, which was executed in connection WhighDistribution and file
with the Form 10, describes how the Rayonier staeérds will be treated. In summary:

Stock OptionsRayonier stock options were converted into bothadjusted Rayonier stock option and a Company stgtlon, witt
adjustments made to the exercise prices and nupofbgnares in order to preserve the aggregate sitrivalue of the original award
measured immediately before and immediately affteistribution.

Restricted Stockdolders of Rayonier restricted stock, including Biaigr nonemployee directors, retained those awards andratsziver
one share of Company restricted stock for evemelshares of Rayonier restricted stock held poi@ptn-off.

Performance Share Awards

» Performance-based stock unit awards grantedi? Zwith a 2012014 performance period) will continue to be subjecthe
same performance criteria as applied immediateilyr fo the separation, except that total sharetoldrirn at the end of t
performance period will be based on the combinedksprices of Rayonier and the Company and any paymwith respect to
Rayonier Advanced Materials performance share awdtde made in shares of the Compangommon stock. The numbel
shares, if any, that are ultimately awarded is iogeint upon the Compars/total shareholder return versus selected peep
companies. The conversion ratio for the 2012 peréorce share awards is between 0 and 200 peofdatget. The payout
based on a market condition and as such, the aveaedgalued using a Monte Carlo simulation modék Todel generates
fair value of the award at the grant date, whicthén amortized over the vesting period. The Comes reserved 83,45hare
of common stock for these awards as of Septemhe2(14 .

e Performance-based stock unit awards grante®@113 Zwith a 20132015 performance period) were canceled as of thteilalitior
date and replaced with restricted stock awarde@fompany that will vest 2¢honths after the distribution date, generally sct
to the holder’s continued employment.

» Performance-based stock unit awards grantedid Zwith a 20142016 performance period) were canceled and repladta
performancedased restricted stock of the Company and willligext to the achievement of performance critdré telate to th
postseparation business during a performance perioshgraecember 31, 2016. The number of shares, if drayf are ultimate
awarded is contingent upon the Compartgtal shareholder return versus selected peepgrompanies. The conversion ratio
the 2014 performance share awards is between Q@hg@ercenof target. The payout is based on a market condaitd as suc
the awards are valued using a Monte Carlo simulatiodel. The model generates the fair value ofathiard at the grant da
which is then amortized over the vesting periode TGompany has reserved 313,42@ires of common stock for these awart
of September 27, 2014 .

The adjusted awards resulted in incremental congtiemsexpense of $2.3 million that will be recogrdzover a twgear period followin
the Distribution.
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The Company’s total stock based compensation gudyding allocated amounts, for the nine monthdeehSeptember 27, 20khc
September 30, 2013 was $5.6 million and $4.8 mnillicespectively. These amounts may not reflect t® of current or future equity awa
nor results we would have experienced, or expeekperience, as an independent, publicly tradedaom

Outstanding Awards

Performance-Based Performance-Based
Stock Options Restricted Stock Stock Units Restricted Stock

Weighted Weighted Weighted Weighted

Average Average Average Average
Exercise Grant Date Grant Date Grant Date

Options Price Awards Fair Value Awards Fair Value Awards Fair Value
Outstanding at January 1, 2014 — 3 — — % — — % — — 3 —

Awards granted in connection with

spin-off 500,68: 31.1¢ 145,20: 42 .4: 49,811 42.2] 146,73. 39.6
Granted 5,13( 39.0% 15,08: 40.8¢ — — 9,98( 46.3¢
Forfeited (22¢) 39.0: — — — — — —
Exercised or settled (24,689 22.21 (1,87%) 33.8- — — — —
Expired or canceled (57 42.1: — — — — — —

All option, restricted stock and performance shaweards presented in this table are for Rayonierakbed Materials stock only, including those awand&
by Rayonier Inc. employees.

As of September 27, 2014 , unrecognized compemsaist related to stock option awards was $2.5ianill which is expected to
recognized over a weighted average period of Oa@sydJnrecognized compensation cost related toigeest stock awards was $6.3 million
which is expected to be recognized over a weightetage period of 1.8 years. Unrecognized compiensebst related to performanbase:
stock units and performance-based restricted stactds was $6.3 millionwhich is expected to be recognized over a wetyhteerage peric
of 2.6 years.

The Company issued a $4.0 million fixed award atsbparation from Rayonier to be settled in the @amg’s common stock. The award v
vest on August 31, 2018 contingent on certain factdhe number of shares issued will be determiveesed on an average of the steck’
closing price prior to vesting.

14, LIABILITIES FOR DISPOSED OPERATIONS

In accordance with the Separation Agreement, awdmst Rayonier and the Company, the Company asswerdin environment
liabilities not included in the Comparsyhistorical combined financial statements, aseth@serations were previously managed by Rayc
These environmental liabilities relate to previgudisposed operations, which include Rayomid?ort Angeles, Washington dissolving
mill that was closed in 1997; Rayonier’s wholly-aeehsubsidiary, Southern Wood Piedmont Company (“§Wi#hich ceased operations ot
than environmental investigation and remediatiotiviies in 1989; and other miscellaneous assetd f@ disposition. SWP owns or |
liability for ten inactive former wood treating sites that are subjecthe Resource Conservation and Recovery Aet, Gomprehensiy
Environmental Response, Compensation and LiabAldyof 1980 and/or other similar federal or statgiges relating to the investigation .
remediation of environmentally-impacted sites.
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An analysis of the liabilities for disposed opesas since the separation follows:

September 27,
2014
Balance, beginning of period $ —
Net transfer of liabilities with Rayonier 73,84(
Expenditures charged to liabilities (2,15))
Increase to liabilities (a) 20,01¢
Balance, end of period 91,70¢
Less: Current portion (7,515
Non-current portion $ 84,19:

(a) The increase to liabilities is primarily duedertain legal requirements relating to the prarnsdf annual financial assurance regar
environmental remediation and post closure careeatin disposed sites. The Company is subjechéset requirements as a result of
Distribution. To comply with the requirements, t@®mpany purchased surety bonds from an insureh thie Companyg repaymel
obligations (if the bonds are drawn upon) secungdhle issuance of a letter of credit by the Compsumgvolving credit facility lender. As
result of its obligations to procure financial assice annually for the foreseeable future, the Gompecorded an $18.4 milliancrease t
liabilities for disposed operations. See Note 1Zuaranteedor additional information.

Below are the disclosures for specific site lidlgf where current estimates exceed 10 pefethte total liabilities for disposed operati
at September 27, 2014 . An analysis of the activityn the separation to September 27, 2014 is|asife:

Activity (in millions)

Increase

Liabilities (Reduction) September 27,

Assumed at to 2014

Separation Expenditures Liabilities Liability
Augusta, Georgia $ 10.8 9 03 % 72 % 17.¢
Spartanburg, South Carolina 10.¢ 0.3 5.C 15.¢
East Point, Georgia 9.4 (0.9 .3 13.2
Baldwin, Florida 10.z 0.3 2.1 12.C
Other SWP sites 18.1 (0.4) 1.1 18.¢
Total SWP 59. (2.7 19.¢ 77.t
Port Angeles, Washington 8.1 (0.9 0.1 7.8
All other sites 6.4 (0.2 0.1 6.4
TOTAL $ 73¢ % 22 $ 20.C $ 91.7

A brief description of each of these sites is di®ves:

Augusta, Georgia— SWP operated a wood treatment plant at this siten {928 to 1988. The majority of visually contaméthsurfac
soils have been removed, and remediation activitigsently consist primarily of a groundwater treanht and recovery system. The
operates under a 19ear hazardous waste permit issued pursuant tRekeurce Conservation and Recovery Act, which egpit 2014 and
currently in the renewal process. Current costretes could change if recovery or discharge volume®ase or decrease significantly,
changes to current remediation activities are requin the future. Total spending as of SeptemiBe2R14 was $69.7 millionLiabilities are
recorded to cover obligations for the estimatedaiemg remedial, monitoring activities and finan@asurance costs through 2033.

Spartanburg, South Carolina- SWP operated a wood treatment plant at this i@ f£925 to 1989. Remediation activities includg:a
recovery system and biological wastewater treatrplamt, (2) an ozone-sparging system treatingaswil groundwater and (3) an iemehang
resin system treating groundwater. In 2012, SWReredt into a consent decree with the South Carobepartment of Health a
Environmental Control which governs future inveatayy and assessment activities at the site. Dépgmaeh the results of this investigation .
assessment, additional remedial actions may bereghim the future. Therefore,
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current cost estimates could change. Total sperabngf September 27, 2014 was $41.4 millidrabilities are recorded to cover obligati
for the estimated remaining assessment, remedaalitatring activities and financial assurance ctistsugh 2033.

East Point, Georgia— SWP operated a wood treatment plant at thisfisite 1908 to 1984. This site operates under aygar-Resourc
Conservation and Recovery Act hazardous waste penrhich is currently in the renewal process. I020SWP entered into a consent o
with the Environmental Protection Division of the@gia Department of Natural Resources which reguinat SWP perform certain additic
investigatory, analytical and potentially, remediativity. Therefore, while active remedial measuaee currently ongoing, additional reme
measures may be necessary in the future. Totaldsppras of September 27, 2014 was $22.8 millidrabilities are recorded to coy
obligations for the estimated remaining assessmemtgdial, monitoring activities and financial assice costs through 2033.

Baldwin, Florida— SWP operated a wood treatment plant at thisfeite 1954 to 1987. This site operates under ay&@r- hazardot
waste permit issued pursuant to the Resource Caatsmr and Recovery Act, which expires in 2016.0diéy contaminated surface soils h
been removed, and current remediation activitigsamly consist of a groundwater recovery and treait system. Investigation ¢
assessment of other potential areas of concerorg@ng in accordance with the facilisyResource Conservation and Recovery Act perm
additional remedial activities may be necessamhanfuture. Therefore, current cost estimates cohfthge. Total spending as®éptember 2
2014 was $22.5 million Liabilities are recorded to cover obligations floe estimated remaining assessment, remedial tonimg activities an
financial assurance costs through 2033.

Port Angeles, Washingtor- Rayonier operated a dissolving pulp mill at thte $tom 1930 until 1997. The site and the adjaceatine
areas (a portion of Port Angeles harbor) have lie&arious stages of the assessment process ural&vashington Model Toxics Control /
(“MTCA") since about 2000, and several voluntarjeitim soil cleandp actions have also been performed during this.tim 2010, Rayoni
entered into an agreed order with the Washingtopaiment of Ecology (“Ecology”)under which the MTCA investigatory, assessmen
feasibility and alternatives study process willdmmpleted on a set timetable, subject to approvallaeports and studies by Ecology. U,
completion of all work required under the agreedeorand negotiation of an approved remedy, additiommedial measures for the site
adjacent marine areas may be necessary in theefufotal spending as of September 27, 2014 was3$adlion . Liabilities are recorded
cover obligations for the estimated assessmentgdgtion, monitoring obligations and financial asswwe costs that are deemed probable
estimable at this time.

The Company is exposed to the risk of reasonabgipte additional losses in excess of the estadidtabilities. As ofSeptember 2
2014 , this amount could range up to $33 milljcattributable to several of the above describedl ather applicable sites, and arises 1
uncertainty over the availability, feasibility apéfectiveness of certain remediation technologagslitional or different contamination that n
be discovered, development of new or more effecémgironmental remediation technologies, potentiahnges in applicable law ¢
regulations, and the exercise of discretion inrmetation of applicable law and regulations by gyovnental agencies.

Subject to the previous paragraph, the Compang\esi established liabilities are sufficient forlgable costs expected to be incurred
the next 20 years with respect to its disposedaijmers. Remedial actions for these sites varyjritide on-site (and in certain cases sif€]
removal or treatment of contaminated soils andrsedis, recovery and treatment/remediation of grauatelr, and source remediation an
control.

15. DEBT

The Company’s debt consisted of the following:

September 27, 2014

Term A-1 Loan Facility borrowings due 2019 at aiakle interest rate of 1.65% at September 27, 2814 $ 108,33.
Term A-2 Loan Facility borrowings due 2021 at aiakble interest rate of 1.23% at September 27, Zb1L4 288,53¢
Senior Notes due 2024 at a fixed interest rate 50% 550,00(
Total debt 946,87
Less: Current maturities of long-term debt (8,400
Long-term debt $ 938,47:

() The Term A-1 Loan includes an unamortizedasdiscount of approximately $ 293 thousand at Selpée 27, 2014 Upon maturity th
liability will be $ 109 million.
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(b) The Term A-2 Loan includes an unamortized eésdiscount of approximately $ 736 thousand at $elpée 27, 2014 Upon maturity th
liability will be $ 289 million.

Principal payments due during the next five yeais thereafter are as follows:

Remaining 2014 $ 2,10
2015 8,40(
2016 8,40(
2017 9,77¢
2018 11,15(
Thereafter 908,07!
Total Principal Payments $ 947,90(

5.50% Senior Notes due 2024

On May 22, 2014, the Company issued $550 millioadgregate principal amount of 5.50% senior notes 2024 (the “Senior Notes”
The Senior Notes were issued and sold in a pripieement to qualified institutional buyers pursu@nRule 144A under the U.S. Securi
Act of 1933, as amended (the “Securities Act”) and-U.S. persons pursuant to Regulation S undeBdicerities Act.

On or after June 1, 2019he Company may redeem the Senior Notes, in wirale part, at the redemption prices specifiethmindentur
governing the Senior Notes plus accrued and unipsdest to, but excluding, the redemption datéorRo June 1, 2019the Company m:
redeem some or all of the Senior Notes at a redempirice of 100%of the principal amount, plus accrued and unpatdrést, to, bt
excluding, the redemption date, plus a “make-whel&mium. Prior to June 1, 2017 , the Company redgem up to 40%f the Senior Note
using proceeds from certain equity offerings incadance with the terms of the indenture.

Senior Secured Credit Facilities

On June 26, 2014 , the Company entered into seeicured credit facilities comprised of a $110 willsenior secured term loan faci
(the “Term A-1 Loan Facility”), a $290 million semisecured term loan facility (the “Term A-2 LoaadHity” and together with the Term A-
Facility, the “Term Loan Facilities”) and a $250lion senior secured revolving credit facility (which lindes letter of credit and swingli
loans subfacilities) (the “Revolving Credit Fagifiand together with the Term Loan Facilities, tiredit Facilities”). The Credit Facilities a
secured by substantially all present and futureenadtassets, including the Jesup plant real ptgbut excluding the Fernandina Beach plz

The loans under the Credit Facilities will beaenesst at either (a) a base rate or (b) an adjudidR rate, in each case, plus an applic
margin (the “Applicable Margin”), in the case ofdearate loans, ranging between 0.25% and 1.08f@ in the case of adjusted LIBOR
loans, ranging between 1.25% and 2.00Phe Applicable Margin for borrowings under thee@it Facilities is based on a consolidated tot¢
leverage-based pricing grid.

$110 million Senior Secured Term Loan

The Term A-1 Loan matures in June 2019 . On Jun@@4, the Company borrowed $75 million under Tlerm A4 Loan Facility. A
September 27, 2014 , the carrying value of the datdtanding was $108 million . The interest rateIBOR plus 1.5% During the thir
quarter, the Company made $1.4 million in princigabt repayments on the Term A-1 Loan Facility.

$290 million Senior Secured Term Loan

The Term A-2 Loan matures in June 2021 . At Septr@id, 2014 the carrying value of the debt outstapdvas $289 million. The
effective interest rate is LIBOR plus 1.08% , aftensideration of a 0.67%ash patronage benefit. During the third quartes,Gompan
made $0.7 million in principal debt repayments lom Term A-2 Loan Facility.

$250 million Senior Secured Revolving Credit Fagili

The Revolving Credit Facility matures in June 2028 of September 27, 2014he Company had no net activity on the Revol@rgdit
Facility. At September 27, 2014 , the Company h2&3%million of available borrowings under the Reang) Credit Facility, net o627
million to secure its outstanding letters of credit
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Debt Covenants

The Credit Facilities contain a number of covenaht restrict the ability of the Company and istricted subsidiaries to take cer
specified actions, subject to certain significaxceptions, including: creating liens; incurring éldedness; making investments
acquisitions; engaging in mergers and other fundaahechanges; making dispositions; making restiiggayments, including dividends ¢
distributions; and consummating transactions witfiliaes. Under the Credit Facilities, the Compamyil be required to maintain
consolidated first lien secured net leverage rafimo greater than 3.00 to 1.00 and an intereserege ratio of no less than 3.00 to 1.00
Covenants will be tested quarterly on a pro formd &ailing twelve month basis. Additionally, theedit Facilities contain customs
affirmative covenants for credit facilities of thiénd and customary events of default (subject¢entain cases, to customary grace or
periods), including, without limitation, paymentfdelts, breach of covenant defaults, bankruptcyaulés, judgment defaults, defaults ur
certain other indebtedness and changes in control.

The indenture governing the Senior Notes contaar®us customary covenants that restrict the ghalitthe Company and its restric
subsidiaries to take certain specified actionsjeslio certain significant exceptions, includirgeating liens; incurring indebtedness; ma
investments and acquisitions; engaging in mergedsather fundamental changes; making dispositioraking restricted payments, includ
dividends and distributions; and consummating t@atisns with affiliates. Additionally, the Seniorobés contain customary affirmat
covenants and customary events of default (subijecgrtain cases, to customary grace or cure g&riancluding, without limitation, payme
defaults, breach of covenant defaults, bankrup&faults, judgment defaults, defaults under centdlirer indebtedness and changes in co
At September 27, 2014 , the Company was in comgdiavith all covenants.

16. OTHER ASSETS
As of September 27, 2014 and December 31, 208 Ctmpany’s other assets included the following:

September 27, 2014 December 31, 2013

Deferred income tax assets, non-current (a) $ 30,337 $ =
Manufacturing and maintenance supplies 22,09: 20,96(
Debt issuance costs, net of amortization (b) 13,80¢ —
Timber deeds 11,10° —
Disposed operations assets (c) 11,07¢ —
Deposits 3,94¢ 27
Deferred software charges 1,97¢ 2,22
Other non-current assets 8,93: 4,70¢

Total other assets $ 103.27¢ $ 27,92

(a) Deferred tax assets are primarily due to thesfer of pension and disposition liabilities frdRayonier at separation. See Note—9
Employee Benefit Plarand Note 14 —tiabilities for Disposed Operatiorfsr additional information.

(b) Debt issuance costs are capitalized and amortzedteérest expense over the term of the debt tahvthiey relate using a method 1
approximates the interest method. See NoteOé&btfor additional information.

(c) Disposed operations assets were transferrdéid the liabilities from Rayonier at separation. S¢ate 14 —Liabilities for Dispose
Operationsfor additional information.
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Item 2. Management'’s Discussion and Analysis of Financial Condition ahResults of Operation:

" ou "o

When we refer to “we,” “us,” “our,” or “the Compayiywe mean Rayonier Advanced Materials Inc. and itssobdated subsidiarie
References herein to “Notes to Financial Statemergfer to the Notes to the Consolidated Financiate®hents of Rayonier Advanc
Materials Inc. included in Item 1 of this Report.

The Management’s Discussion and Analysis of Firerncondition and Results of Operations (“MD&A?Y intended to provide a reade!
our financial statements with a narrative from pegspective of management on our financial coruljitresults of operations, liquidity, &
certain other factors which may affect future resuDur MD&A should be read in conjunction with teancial statements and supplemer
data included in the CompasyAudited Combined Financial Statements for the ypealed December 31, 2013, included in our Fornarid
information contained in our subsequent Form 8-Kig] other reports to the U.S. Securities and Enghi&ommission (the “SEC”).

Forward-Looking Statements

Certain statements in this document regarding ipatied financial, business, legal or other outcqnreduding earnings guidance, if a
business and market conditions, outlook and otimeiles statements relating to Rayonier Advanced éviats’ future events, developments
financial or operational performance or resultg ‘dorward-looking statementgthade pursuant to the safe harbor provisions ofPttieate
Securities Litigation Reform Act of 1995 and otliederal securities laws. These forwdndking statements are identified by the use ofds
such as “may,” “will,” “should,” “expect,” “estimat” “believe,” “intend,” “anticipate”and other similar language. However, the absen
these or similar words or expressions does not mestatement is not forward-looking. While we bediehese forwardboking statements &
reasonable when made, forwdaking statements are not guarantees of futurtopeance or events and undue reliance should npldme(
on these statements. Although we believe the eapens reflected in any forwaldoking statements are based on reasonable assmspiie
can give no assurance these expectations willthaat and it is possible that actual results mieigrdnaterially from those indicated by thi
forward-looking statements due to a variety of siglad uncertainties. Theisk Factorscontained in the preliminary information staten
attached as Exhibit 99.1 to the Form 10, amongrstleould cause actual results or events to diffaterially from the Compang’historica
experience and those expressed in forward-lookatgmments made in this document.

Forward-looking statements are only as of the da¢y are made, and the Company undertakes no dutypdate its forwardboking
statements except as required by law. You are edyisowever, to review any disclosures we madewnreport Form 10, and any furtl
disclosures we make on related subjects in ouresplent Forms 10-Q, 10-K, 8-K and other reporth&0SEC.

BUSINESS

Rayonier Advanced Materials Inc. (“Rayonier Advathdéaterials”, or the “Company”) is a leading maruaitaer of highvalue cellulos
products with production facilities in Jesup, Geargnd Fernandina Beach, Florida, which have a doabannual production capacity
approximately 675,000 metric tons. These produessald throughout the world to companies for usedrious industrial applications anc
produce a wide variety of products, including cegte filters, foods, pharmaceuticals, textiles atettronics. Approximately 58 percent
performance fibers sales are to export customermagply in Asia and Europe.

The Company’s primary products consist of the feitay:

Cellulose specialtieare primarily used in dissolving chemical applioas that require a highly purified form of cellubosThe Compar
concentrates on producing the most high-value nigldgically-demanding forms of cellulose specialties produstish as cellulose acetate
high purity cellulose ethers, and is a leading $ieppf these products.

Commodity viscosis primarily sold to producers of viscose stapleefs, which are used in the manufacture of texfiesclothing an
other fabrics, and in non-woven applications sushaby wipes, cosmetic and personal wipes, indlistipes and mattress ticking.

Absorbent materialsonsist of fibers used for absorbent hygiene prsduihese fibers are typically referred to as ffiliers and are us
as an absorbent medium in products such as disigobaby diapers, feminine hygiene products, incmnice pads, convalescent bed f
industrial towels and wipes and non-woven fabrics.

The Separation

On May 27, 2014, the board of directors of Rayomier. (“Rayonier”)approved the separation of its performance fibeggrent fror
Rayonier to form an independent, publicly tradedpocation named Rayonier Advanced Materials Inthg“Company”).Subsequently, tt
Company entered into a separation and distribuéigreement with Rayonier (the “Separation Agreementhereby Rayonier agreed
distribute 100% of the outstanding common stocthefCompany to Rayonier
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shareholders in a tax-free distribution (the “Disition”). As a condition to the Distribution, Rayonier reaiva private letter ruling from t
Internal Revenue Service to the effect that, basedertain facts, assumptions, representationsiaddrtakings set forth in the ruling, for L
federal income tax purposes, the Distribution @& @ompanys stock was not taxable to Rayonier or U.S. holdéRayonier common shar
except in respect to cash received in lieu of fometl share interests. A registration statemenfamm 10 (the “Form 10")as amended throu
the time of its effectiveness, was filed by the @amy with the SEC and was declared effective o Xty 2014.

The Distribution was made on June 27, 2014 to Rayamhareholders of record as of the close of lmssiron June 18, 2014. Holder:
Rayonier common stock received one share of thepgaayis common stock for every three shares of Rayorett bn the record date. T
resulted in the distribution of 42,176,565 sharéshe Companys common stock to the Rayonier shareholders dftemtarket closed 1
June 27, 2014 . In addition, the Company made apeash distributions to Rayonier in an aggregateunt of $906.2 milliorand, as betwe:
Rayonier and the Company, assumed certain liagsliissociated with pension, other pesitement employee benefits and environme
remediation. After consideration of the cash ratdithy the Company at the date of Distribution, &l a&s cash flow impacts for the n
months ending September 27, 2014 , the net disivilbto Rayonier was $956.6 million .

Following the Distribution, Rayonier retained naigg ownership interest in the Company, and eachpany now has independent pu
ownership, boards of directors and management. Aesu@t of the Distribution, the Company is nowiadependent public company and
common stock is listed under the symbol “RYAM” dretNew York Stock Exchange.

Basis of Presentation

The Company’s financial statements prior to thea®aion were prepared on a staldne basis and are derived from the consoli
financial statements and accounting records ofatmer parent, Rayonier. The Compasyombined financial statements include ce
expenses of its former parent which were allocated for certain functions, including general corate expenses related to finance, I
information technology, human resources, compliarglgared services, insurance, employee benefits iapehtives and stockase:
compensation. The Company considers the expenseatitin methodology and results to be reasonablalfgeriods presented. Howe\
these allocations may not be indicative of the @céixpenses it would have incurred as an indepénuidsiic company or of the costs it v
incur in the future. All financial information prested after the Separation represents the contadidasults of Rayonier Advanced Materials.

Critical Accounting Policies and Use of Estimates

The preparation of financial statements requiretbusake estimates, assumptions and judgmentsaffest our assets, liabilities, reven
and expenses, and disclosure of contingent assétiabilities. We base these estimates and assongpon historical data and trends, cur
fact patterns, expectations and other sourcesfofmation we believe are reasonable. Actual resuliy differ from these estimates. For a
description of our critical accounting policieseddanagemens’ Discussion and Analysis of Financial Conditionl &esults of Operations
the Form 10.
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Results of Operations

Three Months Ended Nine Months Ended
September 27, 2014 September 30, 2013 September 27, 2014 September 30, 2013

Financial Information (in millions)

Net Sales
Cellulose specialties $ 22 % 20C % 63C $ 68C
Absorbent materials 18 9 29 6€
Commaodity viscose and other 13 17 51 19
Total Net Sales 254 22€ 71C 765
Cost of Sales 19¢ 15¢ 547 51€
Gross Margin 56 68 162 24¢
Selling and general expenses 9 8 27 27
Other operating expense 5 — 45 4
Operating Income 42 60 91 21¢
Interest Expense, Interest Income and Other (20 — 13 —
Income Before Income Taxes 32 60 78 21¢
Income Tax Expense (13 (20 (23) (49)
Net Income $ 19 $ 40 $ 55 % 16¢
Other Data
Sales Prices ($ per metric ton)
Cellulose specialties $ 1,727 $ 1,941 % 1,771 $ 1,90:
Absorbent materials 71€ 603 68t 63¢
Commaodity viscose and other 69¢ 78¢ 69¢ 78¢
Sales Volumes (thousands of metric tons)
Cellulose specialties 12¢ 10z 35€ 357
Absorbent materials 26 13 42 98
Commaodity viscose and other 13 19 60 19
Total Tons 16€ 13t 45¢ 474
Gross Margin % 22.(% 30.1% 23.(% 32.5%
Operating Margin % 16.4% 26.2% 12.% 28.6%
Effective Tax Rate % 39.6% 33.(% 30.(% 23.(%

Sales (in millions)

Changes Attributable to:

September 30, Volume/ September 27,

Three Months Ended 2013 Price Mix 2014
Cellulose specialties $ 20C $ 49 22¢
Absorbent materials 9 18
Commodity viscose and other 17 13
Total Sales $ 22¢  $ 58 §% 254

For the three months ended September 27, 2014 stdés increased $28 million, or approximatelyp&fcent, primarily due to higher cellulc
specialties volumes, reflecting the timing of cisés orders, partially offset by cellulose specigltices, as a result of the annual price

negotiations.
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Sales (in millions) Changes Attributable to:
September 30, Volume/ September 27,
Nine Months Ended 2013 Price Mix 2014
Cellulose specialties $ 68C $ @an % 3 $ 63(
Absorbent materials 66 2 (39 29
Commodity viscose and other 19 (6) 38 51
Total Sales $ 765 $ 51 $ 4 $ 71C

Year-todate sales were $55 million lower, or approximatfercent, for the nine months ended Septembe2@®, reflecting an avers
price decline of 7 percent from 2013 pricing. Y&adate absorbent materials sales volumes decreasedoammodity viscose sales volur
increased from the prior year periods, reflectirghit in production. The shift in production wasde possible due to the 2013 completic
the Cellulose Specialties Expansion project whitdwes production of either cellulose specialtiesenodity viscose or absorbent materials.

Operating Income (in millions) Changes Attributable to:

September 30, Cellulose Specialties September 27,
Three Months Ended 2013 Price Volume Costs/Mix/Other 2014
Operating Income $ 50 % 26 $ 2C % 11) 3 42
Operating Margin % 26.2% (9.7% 4.7% (4.9% 16.4%

For the three month period ending September 274,20(derating income and margin percentage decligdmillion and 9.9 percent
lower cellulose specialties prices and increasedsomere partially offset by higher cellulose spéis volumes. Cost/Mix/Other includes
negative impact of higher wood costs of $2 millaure to wet weather in the first half of 2014, iraged energy cost, as a result of equip
issues which occurred in the second quarter, ohifi®n and one-time separation and legal cost$3million.

Operating Income (in millions) Changes Attributable to:

September 30, Cellulose Specialties September 27,
Nine Months Ended 2013 Price Volume Costs/Mix/Other 2014
Operating Income $ 21€ % 4a7n $ @ 3 79 9 91

For the nine month period ending September 27, 20fdrating income and margin percentage declid@d #illion and 15.7 percent ¢
to lower cellulose specialties prices and increasets. Cost/Mix/Other includes the negative imgddtigher wood costs of $14 million due
wet weather, energy costs of $10 million due tothvemaand equipment issues, depreciation of $1lianifirom the start-up of CSE and one
time separation and legal costs of $42 millioncldded in the onéme separation costs and legal costs was an $lliBmexpense for financi
assurance related to disposed operations. SeelMaisabilities for Disposed Operatiorfer additional information.

I nterest Expense/l ncome and | ncome Tax Expense

Third quarter and year-to-date interest was $9l5amiand $12.7 million, respectively, primarilyla¢ted to Companyg debt issued in tl
second quarter of 2014. See Note 1Bebtfor additional information on debt.

Our effective tax rate for the third quarter ane tinst nine months of 2014 was 39.6 percent an@l Bércent , compared wiB8.0 percetr
and 23.0 perceribor the corresponding periods of 2013. The effectax rate differs from the federal statutory maft@5 percent primarily dt
to the manufacturing tax credit, state taxes, ndadgble expenses, the reversal of a tax resetagerkto the taxability of the cellulosic biof
producer credit (“CBPC”) for 2014 and the altermatfuel mixture credit (“AFMC”) for the CBPC exchga for 2013. See Note 3 +thcome
Taxesfor additional information.

Liquidity and Capital Resources

The Companys operations have generally produced stable cas¥sflwhich is its primary source of liquidity andpital resources. (
June 26, 2014, the Company arranged a revolvinditcfacility with a borrowing capacity of $250 mdh. The credit facility contait
customary covenants and events of default. Indektslunder the revolving credit facility bears riegt at either (a) a base rate or (b
adjusted LIBOR rate, in each case, plus an appécatargin. Entering into the revolving credit féigilalso resulted in the Company pay
customary fees, including administrative agent,fapfront fees and other fees. The credit facéitpires June 2019.
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The Company incurred approximately $950 milliomefv debt to effect the Distribution. The debt cetesi of $325 million of term loar
borrowings of $75 million under the Compasy'evolving credit facility and $550 million of den notes. Approximately, $906 million
borrowings from the new debt were distributed toyétaer as described in “Certain Relationships aredated Person Transactiombe
Separation Agreement-Cash Transfers” of the ConigaRgrm 10. On June 30, 2014, the $75 million ofdeimgs under the revolving cre
facility was repaid by the Company with the proceetia delayed draw term loan.

The debt agreements contain various customary emisnAt September 27, 201the Company was in compliance with all covenafs
per disclosure required within our debt agreemeras;guarantors had no assets, revenues, coveBHRDE or liabilities.

Following the distribution, the Company believes é¢ash flow and availability under its revolvingedit facility, as well as its ability
access the capital markets, if necessary or désjralil be adequate to fund its operations andcgdted longterm funding requiremen
including capital expenditures, dividend paymedefined benefit plan contributions and repaymerdedit maturities.

A summary of liquidity and capital resources iswhdelow (in millions of dollars):

September 27, December 31,
2014 2013
Cash and cash equivalents (a) $ 28 % =
Availability under the Revolving Credit Facility Xb 228 —
Total debt (c) 947 —

(a) Cash and cash equivalents consisted of casteynuarket deposits, and time deposits with origimaurities of 90 days or less.
(b) Availability under the revolving credit faciitis reduced by stand-by letters of credit of apprately $27 million.
(c) See Note 15 —Pebtfor additional information.

Cash Flows (in millions of dollars)
The following table summarizes our cash flows froperating, investing and financing activities foe nine months ended:

September 27, 2014 September 30, 2013

Cash provided by (used for):

Operating activities $ 12¢ % 18¢
Investing activities (7€) (220
Financing activities (29 31

Cash provided by operating activities decreased i®éllon due to lower operating results and higimen-cash charges for dispos
operations in 2014.

Cash used for investing activities decreased $1dlibmprimarily due to the completion of the CSkoject in 2013, partially offset by
$13 million purchase of timber deeds in second tgu&014.

Cash provided by financing activities decreased ®ibon due debt issuance costs and net paymenthe Company former paren
Rayonier. These were offset by $948 million of isstiances of debt. See Note 1Separation and Basis of Presentatfon information on th
net distribution to Rayonier and Note 15Bebtfor additional information on the debt.

Expected 2014 Expenditures

Capital expenditures in 201dre expected to range between $75 million and $8%m Income tax payments are expected to r
between $35 million and $40 million. Environmerpalyments related to disposed operations are expertee approximately $4 million in t
second half of the year. The Company has no manda@ension contributions in 201d4nd does not expect to make any discretic
contributions during the balance of the year.

Performance and Liquidity Indicators

The discussion below is presented to enhance #aers understanding of our operating performance, didyi ability to generate ca
and satisfy rating agency and creditor requiremenitss information includes the following measusfinancial results: Earnings beft
Interest, Taxes, Depreciation and Amortization ('EBA”), Pro Forma EBITDA, Segment EBITDA and Adjusted Fash Flow. Thes
measures are not defined by U.S. Generally Acceftedunting Principles (“GAAP”and the discussion of EBITDA and Adjusted Free ¢
Flow is not intended to conflict with or change arfythe GAAP disclosures
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described above. Management considers these measur@ddition to operating income to be importamtestimate the enterprise
stockholder values of the Company, and for makingtegic and operating decisions. In addition, ystal investors and creditors use tl
measures when analyzing our operating performdimcial condition and cash generating ability. fdgement uses EBITDA, Pro For
EBITDA and Segment EBITDA as performance measunesfaljusted Free Cash Flow as a liquidity measure.

EBITDA is defined by the SEC. Pro Forma EBITDA ifided as EBITDA before onégme separation and legal costs and environm
reserve adjustments. Segment EBITDA is defined B BA before onetime separation and legal costs, environmentalrvesadjustmen
and corporate costs.

Below is a reconciliation of Net Income to EBITD#rfthe respective periods (in millions of dollars):

Three Months Ended Nine Months Ended
September 27, 201. September 30, 201 September 27, 201 September 30, 201

Net Income to EBITDA Reconciliation

Net Income $ 19 % 40 % 55 % 16¢
Interest, net 9 — 12 —
Income tax expense 13 20 24 50
Depreciation and amortization 24 22 62 51

EBITDA 65 82 158 27C
One-time separation and legal costs 3 — 42 3
Environmental reserve adjustment 2 — 2 —

Pro Forma EBITDA 70 82 197 27%
Allocated corporate costs 6 3 14 12

Segment EBITDA $ 76 % 85 $ 211 % 28t

EBITDA, Pro Forma EBITDA and Segment EBITDA for ttteee and nine months ended 2014 decreased frompritr year periods d
to lower operating results and increased separatiets related to the spin-off from Rayonier.

Adjusted Free Cash Flow is defined as cash provigeaperating activities adjusted for capital exgieires excluding strategic capital
subsequent tax benefits to exchange the AFMC f®rGBPC. Adjusted Free Cash Flow is a &@hAP measure of cash generated duri
period which is available for dividend distributjodebt reduction, strategic acquisitions and repase of the Company’'common share
Adjusted Free Cash Flow is not necessarily indieatif the Adjusted Free Cash Flow that may be gaedrin future periods.

Below is a reconciliation of Cash Flow from Opevnat to Adjusted Free Cash Flow for the respecter@gds (in millions of dollars):

Nine Months Ended
September 27, 2014 September 30, 2013

Cash Flow from Operations to Adjusted Free Cash Fhy Reconciliation

Cash flow from operations $ 12¢ % 18¢
Capital expenditures (a) (60) (82
Tax benefit due to exchange of AFMC for CBPC — (19
Adjusted Free Cash Flow $ 68 $ 88
Cash used for investing activities $ (16) ¢ (220)
Cash (used for) provided by financing activities $ (249 % 31

(a) Capital expenditures exclude strategic cagitg@enditures which are deemed discretionary byagement. Strategic capital total$dls
million for the purchase of timber deeds and $diamilfor the purchase of land from Rayonier for tire months endeSeptember 2
2014 . Strategic capital totaled $137 million floe {CSE for the nine months ended September 30,.2013

Adjusted Free Cash Flow decreased over the priar gae to lower sales while costs increased duegtoer wood, energy, interest ¢
corporate expenses. Adjusted Free Cash Flow gedenatany period is not necessarily indicative led eamounts that may be generate
future periods.
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Contractual Financial Obligations and Off-Balance Sheet Arrangements

See Note 12 —Guaranteedor details on the letters of credit and suretydsoas of September 27, 2014 .

The following table includes material additionsotar contractual financial obligations table as presd inManagemeng Discussion ar
Analysis of Financial Condition and Results of CGyiiems- Contractual Financial Obligationsf our Form 10:

Payments Due by Period

Remaining

Contractual Financial Obligations (in millions) Total 2014 2015-2016  2017-2018 Thereafter
Long-term debt $ 94C $ — 11 $ 21 % 90¢
Current maturities of long-term debt 8 2 6 — —
Interest payments on long-term debt (a) 33¢ 22 75 75 167
Postretirement obligations (b) — — — — —
Operating leases — PP&E, offices (c) 3 — 1 1 1
Purchase obligations - environmental services (d) 5 1 1 — 3

Total contractual cash obligations $ 1295 $ 25 % 94 $ 97 $ 1,07¢

(a) Projected interest payments for variafaslee debt were calculated based on outstandingcipeih amounts and interest rates a
September 27, 2014 .

(b) Upon separation we assumed a liability of $33 onillin postretirement obligations. At this time stuncertain when payments will
made. As a result, this amount has been excluded tihe table above.

(c) Primarily consists of the office lease for t@empanys corporate headquarte
(d) These obligations relate to various environmentaitoring and maintenance service agreem

Outlook

Full year cellulose specialties volumes are exgktiebe comparable to 2013 with pro forma EBITDAapproximately $265 million.
the fourth quarter of 2014, cellulose specialtedes prices and volumes are expected to increaspraduction costs are anticipated to decline

Markets for the Company'’s cellulose specialties@amgently over supplied and demand in certain esel-markets has slowed. The ¢
supply is a result of production capacity expansiand competitors who produce both cellulose sfiisgaand commodity viscose shifti
production into more cellulose specialties.

Our full year 2014erformance is and will be subject to a numbeiisif variables and uncertainties, including thosewa$sed under Iten
— Management’s Discussion and Analysis of FinanCiahdition and Results of Operations, Forward-LogkBtatementof this Form 10Q
and our Form 10.

Employee Relations

On April 30, 2014 collective bargaining agreemerasering approximately 225 hourly employees at Bemandina plant expired. !
September 25, 2014, an initial vote on a propossd contract was taken and the proposal was rejdgtelde unions. All parties have agree
continue to work under the existing contracts whiggotiations continue. While there can be no ass@, we expect to reach agreements
our unions; however, a work stoppage could havagnal adverse effect on our business, resultpefations and financial condition.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market and Other Economic Risks

We are exposed to various market risks, primaritgnges in interest rates and commodity prices. djective is to minimize tt
economic impact of these market risks. We use dvies in accordance with policies and procedupgsaved by the Audit Committee of «
Board of Directors. Derivatives are managed byreosexecutive committee whose responsibilitieduide initiating, managing and monitor
resulting exposures. We do not enter into finanaigtruments for trading or speculative purposes.SAptember 27, 2014we had n
derivatives outstanding.

Cyclical pricing of commodity market paper pulpoise of the factors which influences prices in theaabent materials and commo
viscose product lines. Our cellulose specialty potsl prices are based on market supply and demand @&ndoarcorrelated to commod
paper pulp prices. In addition, a majority of oatiglose specialty products are under long-ternun
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contracts that extend through 2015 to 2017. Theingiprovisions of these contracts are set in theth quarter in the year prior to
shipment.

As of September 27, 2014 we had $390 million ofykerm variable rate debt which is subject to interate risk. At this borrowing lew
a hypothetical on@ercentage point increase/decrease in interest vaveld result in a corresponding increase/decredspproximately $
million in interest payments and expense over sbath period. Our primary interest rate exposurezanable rate debt results from char
in LIBOR.

The fair market value of our longrm fixed interest rate debt is also subject terest rate risk. However, we intend to hold mdsbw
debt until maturity. The estimated fair value ofr dixed-rate debt at September 27, 204ds $521 million compared to the $550 mil
principal amount. We use quoted market prices tonase the fair value of our debt. Generally, th& market value of fixedate debt wil
increase as interest rates fall and decreaseasséhtrates rise. A hypothetical opercentage point increase/decrease in prevailiegdst rate
at September 27, 2014 would result in a correspgndecrease/increase in the fair value of our fisetd debt of approximately $40 million.

We may periodically enter into commodity forwardntracts to fix some of our fuel oil and natural gasts. The forward contra
partially mitigate the risk of a change in margiasulting from an increase or decrease in theseygmests. At September 27, 201ve had n
fuel oil or natural gas contracts outstanding.

25




Table of Contents

Item 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Rayonier Advanced Materials management is respln$ilp establishing and maintaining adequate dsale controls and procedul
Disclosure controls and procedures (as defineduie R3a-15(e) under the Securities Exchange A&B8#, as amended (the “Exchange Act”
are designed with the objective of ensuring infdrararequired to be disclosed by the Company irorexpfiled under the Exchange Act, s
as this quarterly report on Form @@-is (1) recorded, processed, summarized andtexpor submitted within the time periods speciiiedhe
SEC'’s rules and forms and (2) accumulated and commteoida our management, including our Chief Exeeutfficer and Chief Financi
Officer, as appropriate to allow timely decisiorgarding required disclosure.

Because of the inherent limitations in all consgstems, no control evaluation can provide absassirance that all control excepti
and instances of fraud have been prevented ortdeten a timely basis. Even systems determinec teffective can provide only reason:
assurance that their objectives are achieved.

Based on an evaluation of our disclosure contnots@ocedures as of the end of the period coveyddib quarterly report on Form 10Q;
our management, including the Chief Executive @ffiand Chief Financial Officer, concluded the desémd operation of the disclos
controls and procedures were effective as of Sdpe27, 2014 .

In the quarter ended September 27, 2014 , basedthpcevaluation required by paragraph (d) of SE(2R3al5, there were no chang
in our internal control over financial reportingathvould materially affect or are reasonably likedymaterially affect our internal control o
financial reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

Rayonier Advanced Materials is engaged in variegall actions and has been named as a defendaatiGus other lawsuits and clai
arising in the normal course of business. While @mmpany has procured reasonable and customaryair®i covering risks norma
occurring in connection with its businesses, then@any has in certain cases retained some risk dhradlne operation of seifisurance
primarily in the areas of workers’ compensatiompgarty insurance and general liability. In the Camgs opinion, these and other lawsuits
claims, either individually or in the aggregates aot expected to have a material adverse effetit@Companys financial position, results
operations, or cash flow.

Altamaha Riverkeeper Litigation- Jesup Plantin November 2013, the Company received a “sixty letgr”’ from lawyers representing
non-profit environmental organization, the Altamaha &keeper. In the letter, the Altamaha Riverkeeparatened to file a citizen suit aga
the Company as permitted under the federal Cleateect and the Georgia Water Quality Control Adedo what the letter alleges to
ongoing violations of such laws, if the Companysloet correct such violations within 60 days of dage of the letter. The allegations relal
the color and odor of treated effluent discharged the Altamaha River by the Company’s Jesup, Gagilant.

On March 26, 2014, the Company was served with raptaint, captioned Altamaha Riverkeeper, Inc. vydtaer Inc. and Rayoni
Performance Fibers LLC, which was filed in the ULSstrict Court for the Southern District of Geagiln the complaint, the Altama
Riverkeeper alleges, among other things, violatiohthe federal Clean Water Act and Georgia Wataslly Control Act, negligence a
public nuisance, relating the permitted dischamgenfthe Jesup plant. The complaint seeks, amongr atiings, injunctive relief, monet:
damages, and attorneys’ fees and expenses. Tharnwdant of monetary relief being sought by thentii cannot be determined at this time.

The plants treated effluent is discharged pursuant to a ppéssued by the Environmental Protection Divisiminthe Georgia Departme
of Natural Resources (referred to as the “EPBS)well as the terms of a consent order enterednr2008 (and later amended) by EPD ant
Company. The Company disagrees with the AltamakarkRéeper and strongly believes it is in complianith applicable law relating to t
Jesup plans discharge, including compliance with the term&opermit and consent order with EPD. The Compargefending this lawst
vigorously.

Item 1A. Risk Factors

There have been no material changes to the risoriadlisclosed in the preliminary information staémt filed as Exhibit 99.1
Amendment No. 4 to the Form 10. Please refer to'Rtgk Factors”section in the information statement for a disaus®if risks to which tF
Company’s business, financial condition, resultsppdrations and cash flows are subject.

Item 2.  Unregistered Sales of Equity Securitiesnd Use of Proceeds
Issuer Purchases of Equity Securities

The following table provides information regardiogr purchases of Rayonier Advanced Materials comstock during the quarter ended
September 27, 2014 :

Maximum Number of

Total Number of Shares Shares that May Yet Be
Total Number of ; Purchased as Part of Publicly Purchased Under the Plans
Shares Average Price A d Pl p P

Period Purchased (a)  Paid per Share ~~NNOUNCed Flans or Frograms or Frograms
June 28 to July 31 61C 41.7¢ — —
August 1 to August 31 — —_ — —
September 1 to September 27 — — — _
Total 61C -

(a) Repurchased to satisfy the minimum tax withimgdequirements related to the vesting of regdcthares under the Rayonier Advanced
Materials Incentive Stock Plan.
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ltem 6. Exhibits

10.1 Amendment to Cellulose Specialties Agreement, deffettive as of December 31, 2014, between Nan@ellose Fibers Co., Ltd.
and Rayonier Performance Fibers, LLC. (incorpordieetin by reference to Exhibit 10.1 to the CuriReport on Form 8-K filed by
Rayonier Advanced Materials Inc. with the SEC oridDer 20, 2014)

31.1 Chief Executive Officer’s Certification PursuantRaole 13a-14(a)/15d-14(a) and pursuant to Sectiéhad the SarbaneSxley Act of
2002*

31.Zz Chief Financial Officer’s Certification PursuantRule 13a-14(a)/15d-14(a) and pursuant to Sectiéhad the Sarbanes-Oxley Act of
2002*

32 Certification of Periodic Financial Reports Unde&c8on 906 of the Sarbanes-Oxley Act of 2002**

101 The following financial information from our Quarkg Report on Form 10-Q for the fiscal quarter esh@eptember 27, 2014,
formatted in Extensible Business Reporting Langu@§BRL"), includes: (i) the Condensed Consolidatethtements of Income and
Comprehensive Income for the Three and Nine Mohtided September 27, 2014 and September 30, 201tBe(Condensed
Consolidated Balance Sheets as of September 24,8l December 31, 2013; (iii) the Condensed Cadeteld Statements of Cash
Flows for the Nine Months Ended September 27, 20id1September 30, 2013; and (iv) the Notes to QueteConsolidated
Financial Statements*

*  Filed herewith
**  Furnished herewith
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SIGNATURE
Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causidréport to be signed on its behall
the undersigned thereunto duly authorized.

RAYONIER ADVANCED MATERIALS INC.
(Registrant)

By:
/sl Benson K. W oo

Benson K. Woo
Senior Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal Financial fifer)

Date: November 4, 2014
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EXHIBIT 31.1
CERTIFICATION
[, Paul G. Boynton, certify that:
1. | have reviewed this quarterly report on Foi®rQ of Rayonier Advanced Materials Ir

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omgtade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nt#adisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statementd,ader financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4, The registrant's other certifying officer(s) andré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rule 13a-15(e) and 15¢e)) and internal control over financial repagtifas defined in Exchange Act R
13a-15(f) and 15d-15(f)) for the registrant andénav

a. Designed such disclosure controls and proceduresgused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhteubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over financial réjpor, or caused such internal control over finaheporting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atmuce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsingport our conclusiol
about the effectiveness of the disclosure contmal$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

d. Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the remists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) antlave disclosed, based on our most recent evaluafiorternal control over financi
reporting, to the registrant's auditors and thatammittee of the registrant's board of direct@spersons performing the equival
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controkrmofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdre report financi
information; and

b. Any fraud, whether or not material, that involvesamagement or other employees who have a signifioalet in the
registrant's internal control over financial repugt

Date: November 4, 2014

/ s/ PauL G. BoynTON

Paul G. Boynton
Chairman, President and Chief Executive Officer

Rayonier Advanced Materials Inc.




EXHIBIT 31.2
CERTIFICATION
I, Benson Woo, certify that:
1. | have reviewed this quarterly report on Foil®rQ of Rayonier Advanced Materials Ir

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omgtade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nt#adisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statementd,ader financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4, The registrant's other certifying officer(s) andré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rule 13a-15(e) and 15¢e)) and internal control over financial repagtifas defined in Exchange Act R
13a-15(f) and 15d-15(f)) for the registrant andénav

a. Designed such disclosure controls and proceduresgused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhteubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over financial réjpor, or caused such internal control over finaheporting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atmuce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsingport our conclusiol
about the effectiveness of the disclosure contmal$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

d. Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the remists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) antlave disclosed, based on our most recent evaluafiorternal control over financi
reporting, to the registrant's auditors and thatammittee of the registrant's board of direct@spersons performing the equival
functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controkrmofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdre report financi
information; and

b. Any fraud, whether or not material, that involvesamagement or other employees who have a signifioalet in the
registrant's internal control over financial repugt

Date: November 4, 2014

/s/ BensonK . W oo

Benson K. Woo
Senior Vice President and Chief Financial Officer

Rayonier Advanced Materials Inc.



EXHIBIT 32
CERTIFICATION

The undersigned hereby certify, pursuant to Se@@of the Sarbanes-Oxley Act of 2002, 18 U.S&&tiSn 1350, that to our
knowledge:

1. The quarterly report on Form 10-Q of RayonieivAnced Material Inc. (the "Company"”) for the pdrendedSeptember 2
2014 (the "Report") fully complies with the requirents of Section 13(a) or 15(d) of the Securitieshange Act of 1934; and

2. The information in the Report fairly presents, lhraaterial respects, the financial condition aeguits of operations of t
Company.

November 4, 201

/s/ PauL G .B ovynTON /s/ BensonK . W oo
Paul G. Boynton Benson K. Woo
Chairman, President and Chief Executive Officer Senior Vice President and Chief Financial Officer

Rayonier Advanced Materials Inc. Rayonier Advanced Materials Inc.



