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Item 1.

PART I - FINANCIAL INFORMATION

Financial Statements

BUCKEYE TECHNOLOGIES INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of goods sold
Gross margin

Selling, research and administrative
expenses

Amortization of intangibles and other
Goodwill impairment loss
Restructuring costs

Alternative fuel mixture credits
Other operating income

Operating income (loss)

Net interest expense and amortization
of debt costs

Gain (loss) on early extinguishment
of debt

Gain (loss) on foreign exchange and
other

Income (loss) before income taxes
Income tax expense (benefit)

Net income (loss)

Earnings (loss) per share
Basic
Diluted

Weighted average shares for earnings
per share

Basic

Effect of diluted shares

Diluted

(Unaudited)

(In thousands, except per share data)

Three Months Ended
March 31
2010 2009
$ 190,714 $ 171,635
157,567 147,765
33,147 23,870
11,985 10,601
472 465
2,395 -
4,762) -
(633) -
23,690 12,804
(3,920) (7,206)
(1,537) -
(421) 100
17,812 5,698
(1,531) 1,412
$ 19,343 $ 4,286
$ 0.50 $ 0.11
$ 0.49 $ 0.11
38,785 38,672
853 93
39,638 38,765

&+ A

Nine Months Ended
March 31
2010 2009
551,296 $ 577,593
463,028 495,253
88,268 82,340
34,666 34,077
1,422 1,405
- 138,008
3,209 -
(77,677) -
(724) -
127,372 (91,150)
(13,830) (22,113)
(1,372) 401
(720) (518)
111,450 (113,380)
6,592 (1,532)
104,858 $ (111,848)
2.71 $ (2.89)
2.66 $ (2.89)
38,754 38,682
598 -
39,352 38,682
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See accompanying notes.
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BUCKEYE TECHNOLOGIES INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

March 31 June 30
2010 2009
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 26,935 $ 22,061
Accounts receivable — net 126,981 111,292
Income tax and alternative fuel mixture credits receivable 73,809 9,374
Inventories — net 83,147 87,637
Deferred income taxes and other 6,166 6,507
Total current assets 317,038 236,871
Property, plant and equipment 1,130,402 1,091,313
Less accumulated depreciation (604,201) (564,724)
526,201 526,589
Goodwill 2,425 2,425
Intellectual property and other, net 18,886 26,499
Total assets $ 864,550 $ 792,384
Liabilities and stockholders’ equity
Current liabilities:
Trade accounts payable $ 32,814 $ 30,882
Accrued expenses 43,190 40,804
Total current liabilities 76,004 71,686
Long-term debt 273,476 327,465
Accrued postretirement benefits 22,183 23,235
Deferred income taxes 48,120 48,399
Other liabilities 10,810 3,568
Stockholders’ equity 433,957 318,031
Total liabilities and stockholders’ equity $ 864,550 $ 792,384

See accompanying notes.
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BUCKEYE TECHNOLOGIES INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Nine Months Ended
March 31
2010 2009
Operating activities
Net income (loss) $ 104,858 $ (111,848)
Adjustments to reconcile net income (loss) to net cash provided by
operating
activities:
Depreciation 34,324 36,593
Amortization 2,187 1,886
Loss (gain) on early extinguishment of debt 1,372 (401)
Deferred income taxes and other (597) (3,399)
Goodwill impairment loss - 138,008
Excess tax benefit from stock based compensation (19) -
Changes in operating assets and liabilities:
Accounts receivable (8,363) 6,797
Income tax and alternative fuel mixture credits receivable (64,435) -
Inventories 5,247 4,086
Other assets 960 1,189
Accounts payable and other current liabilities (1,135) (23,100)
Net cash provided by operating activities 74,399 49,811
Investing activities
Purchases of property, plant and equipment (29,769) (34,005)
Proceeds from State of Florida grant 7,381 -
Other (311) (171)
Net cash used in investing activities (22,699) (34,176)
Financing activities
Net borrowings under lines of credit 90,999 (114)
Payments on long-term debt and other (145,000) (5,358)
Excess tax benefit from stock based compensation 19 -
Purchase of treasury shares - (494)
Net proceeds from sale of equity interests 694 -
Net cash used in financing activities (53,288) (5,966)
Effect of foreign currency rate fluctuations on cash 6,462 (1,183)
Decrease in cash and cash equivalents 4,874 8,486
Cash and cash equivalents at beginning of period 22,061 10,393
Cash and cash equivalents at end of period $ 26,935 $ 18,879

See accompanying notes.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

(In thousands)
NOTE 1: BASIS OF PRESENTATION

Our accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
United States generally accepted accounting principles (“GAAP”) for interim financial information and with the
instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by GAAP for complete financial statements. In the opinion of management, all adjustments
(including normal recurring accruals) considered necessary for a fair presentation have been included. Operating
results for the three and nine months ended March 31, 2010 are not necessarily indicative of the results that may be
expected for the fiscal year ending June 30, 2010. All significant intercompany accounts and transactions have been
eliminated in consolidation. For further information and a listing of our significant accounting policies, refer to the
financial statements and notes thereto included in our Annual Report on Form 10-K for the year ended June 30, 2009,
which was filed with the Securities and Exchange Commission (“SEC”) on August 27, 2009 (“Annual Report”). Except
as otherwise specified, references to a year indicate our fiscal year ending on June 30 of the year referenced and
comparisons are to the corresponding period of the prior year.

Translation adjustment

Management has determined that the local currency of our German, Canadian, and Brazilian subsidiaries is the
functional currency, and accordingly, European euro, Canadian dollar, and Brazilian real denominated balance sheet
accounts are translated into U.S. dollars at the rate of exchange in effect at the balance sheet date. Income and
expense activity for the period is translated at the weighted average exchange rate during the period. Translation
adjustments are included as a separate component of stockholders' equity.

Use of estimates

The preparation of the consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Actual results could differ from the estimates and assumptions used.

Changes in estimates are recognized in accordance with the accounting rules for the estimate, which is typically in the
period when new information becomes available to management. Areas in which the nature of the estimate makes it
reasonably possible that actual results could materially differ from amounts estimated include: impairment
assessments on long-lived assets (including goodwill), allowance for doubtful accounts, inventory reserves, income
tax liabilities and contingent liabilities.

Dilutive stock options

Stock options that could potentially dilute basic earnings per share in the future, which were not included in the fully
diluted computation because the grant prices were greater than the average market price of common shares for the
period, were 81,322 and 776,308 for the three and nine months ended March 31, 2010, respectively and 2,216,700
and 2,093,746 for the three and nine months ended March 31, 2009, respectively.
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Reclassifications
Certain prior period amounts have been reclassified to conform to current period classifications.
NOTE 2: RECENT ACCOUNTING PRONOUNCEMENTS

In January 2010, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update 2010-06,
“Fair Value Measures and Disclosures,” (“ASU 2010-06"). ASU 2010-06 amends the Codification to require new
disclosures as follows: (1) Transfers in and out of Levels 1 and 2. (2) Activity in Level 3 fair value

measurements. ASU 2010-06 further provides amendments to the Codification that clarify existing disclosures as
follows: (1) Level of disaggregation. (2) Disclosures about inputs and valuation techniques. We adopted ASU
2010-06 and it did not have a material effect on our current financial statements.

10
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In January 2010, the FASB issued Accounting Standards Update 2010-09, “Subsequent Events (Topic 855),” (“ASU
2010-09”). As aresult of ASU 2010-09, SEC registrants will no longer disclose the date through which management
evaluated subsequent events in the financial statements, either in originally issued financial statements or reissued
financial statements. The guidance in ASU 2010-09 is effective immediately. We adopted ASU 2010-09 and it did
not have a material effect on our current financial statements.

NOTE 3: SEGMENT INFORMATION

We report results for two segments, specialty fibers and nonwoven materials. The specialty fibers segment consists of
our chemical cellulose, customized fibers and fluff pulp product lines which are cellulosic fibers based on both wood
and cotton. The nonwovens materials segment consists of our airlaid plants and our converting plant. Management
makes financial decisions and allocates resources based on the sales and operating income of each segment. We
allocate selling, research, and administrative expenses to each segment and management uses the resulting operating
income to measure the performance of the segments. The financial information attributed to these segments is
included in the following tables:

Three Months Ended Specialty Nonwoven

March 31 Fibers Materials Corporate Total

Net sales 2010 $ 137,049 $ 59,922 $ (6,257)$ 190,714
2009 123,853 57,210 (9,428) 171,635

Operating income (loss) 2010 20,345 3,347 ) 23,690
2009 10,861 2,912 (969) 12,804

Depreciation and amortization of 2010 7,393 3,653 926 11,972

intangibles 2009 7,793 3,577 919 12,289

Capital expenditures 2010 10,335 663 99 11,097
2009 7,789 866 339 8,994

Nine Months Ended Specialty Nonwoven

March 31 Fibers Materials Corporate Total

Net sales 2010 $ 388,793 $ 182,891 $ (20,388)$ 551,296
2009 426,571 179,913 (28,891) 577,593

Operating income (loss) 2010 45,943 13,051 68,378 127,372
2009 42,271 7,948 (141,369) (91,150)

Depreciation and amortization of 2010 21,844 11,128 2,776 35,748

intangibles 2009 24,201 11,119 2,678 37,998

Capital expenditures 2010 26,565 2,526 678 29,769

2009 29,741 3,202 1,062 34,005

Management evaluates operating performance of the specialty fibers and nonwoven materials segments excluding
amortization of intangibles, the impact of goodwill impairment loss, alternative fuel mixture credits, charges related to
restructuring, unallocated at-risk compensation and unallocated stock-based compensation for executive officers and
certain other employees. Therefore, the corporate column includes operating elements such as segment eliminations,
amortization of intangibles, goodwill impairment loss, alternative fuel mixture credits, charges related to restructuring,
unallocated at-risk compensation and unallocated stock-based compensation for executive officers and certain other
employees. Corporate net sales represent the elimination of intersegment sales included in the specialty fibers
reporting segment. We account for intersegment sales as if the sales were to third parties.

11
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NOTE 4: RESTRUCTURING COSTS

During 2010, we entered into a restructuring program to sharpen our focus on key priorities which included
restructuring our Ultra Fiber sales force, aligning capacity utilization with current market conditions at our Mempbhis
Plant, and reducing selling, research and administrative expenses. The total cost of this program is estimated to be
$3,337 and will be completed during the fourth quarter of 2010. The remaining accrual of $1,743 will be paid over
the next nine months. As a result of this restructuring, 31 positions will be eliminated and 8 employees were
transferred from selling, research and administrative positions to management positions at our Florida facility.

Restructuring expenses are included in “Restructuring costs” in our condensed consolidated statements of
operations. The charges below reflect severance and employee benefits accrued over the retention period, relocation
expenses and other miscellaneous expenses. Accrual balances are included in “Accrued expenses” in the balance
sheet. The following table summarizes the expenses and accrual balances by reporting segment for the three months
ended March 31, 2010.

Period Ended March 31, 2010

Accrual
Balance as Accrual
of Balance as  Program Total

2010 Restructuring December Additional of March  Charges to Estimated
Program 31, 2009 Charges Payments 31,2010 Date Charges
Severance and employee
benefits

Specialty fibers $ 134§ 182  § (214) $ 102 $ 997 % 997

Corporate - 1,364 (103) 1,261 1,364 1,433
Other miscellaneous
expenses

Specialty fibers - 848 (468) 380 848 907
Total 2010 Program $ 134 $ 2,394 $ (785) $ 1,743 $ 3209 $ 3,337

NOTE 5: ALTERNATIVE FUEL MIXTURE CREDITS

The U.S. Internal Revenue Code of 1986, as amended (“the Code”) permitted a refundable excise tax credit under
certain circumstances for the production and use of alternative fuels and alternative fuel mixtures in lieu of
fossil-based fuels. The credit was equal to $.50 per gallon of alternative fuel contained in the mixture. We qualified
for the alternative fuel mixture credit because we produce liquid fuels derived from biomass, byproducts of our wood
pulping process, and utilize those fuels to power our Foley Plant in Perry, Florida.

On March 19, 2009 the U.S. Internal Revenue Service (“IRS”) accepted our application to be registered as an alternative
fuel mixer. We began producing and consuming alternative fuel mixtures on February 12, 2009. We recorded $4,762
and $77,677 in alternative fuel mixture credits, which was net of expenses, in our consolidated statements of

operations for the three and nine months ended March 31, 2010, respectively. During the three months ended March

31, 2010, a clarification of the rules by the IRS, allowed us to reverse reserves related to the inorganic content of the
fuel mixture. During the nine months ended March 31, 2010 we received $2,868 in cash related to these credits and
$5,581 related to prior period credits. Of the $75,224 in income tax credits accumulated in 2010, approximately
$20,000 will be realized in the current fiscal year as an offset to taxes due on income earned in the U.S., eliminating

the need for quarterly estimated federal tax payments this fiscal year. The remainder will be realized when we apply

13
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for our tax refund in the latter half of calendar year 2010. We have treated the credits received in cash as taxable
income and the income tax credits as non-taxable income. The alternative fuel mixture credits are subject to audit by
the IRS. The credit expired on December 31, 2009.

NOTE 6: MITIGATION BANK

In February 2002, we were issued a mitigation bank/environmental resource permit by the State of Florida to restore
approximately 6,748 acres of property to wetlands. As the three phases of the project are completed under this permit,
credits are released that can be sold under the mitigation bank and an obligation is created to maintain the property as
wetlands in perpetuity.

In 2005, we began construction on the first phase of the mitigation bank. Since that time, we have completed two of
the 3 phases covered under the permit. Phase III will not commence before 2013. During 2006 through 2009, we sold
approximately 17 credits for $417. As of March 31, 2010 we have recorded a long-term asset of $565 for mitigation
bank credits and a long-term perpetual maintenance liability of $157. The asset includes all costs associated with the
construction required to return the property to wetlands, hydrologic monitoring, vegetation monitoring and the present
value of the perpetual maintenance. During the three and nine months ended March 31, 2010, we recorded $633 and
$724, respectively, which was net of expenses, in mitigation bank sales which are shown as other operating income on
our consolidated statements of operations.

14
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NOTE 7: INVENTORIES

Inventories are valued at the lower of cost or market. The costs of manufactured cotton-based specialty fibers and
costs for nonwoven raw materials are generally determined on the first-in, first-out basis. Other manufactured
products and raw materials are generally valued on an average cost basis. Manufactured inventory costs include
material, labor and manufacturing overhead. Slash pine timber, cotton fibers and chemicals are the principal raw
materials used in the manufacture of our specialty fiber products. Fluff pulp is the principal raw material used in our
nonwoven materials products. We take physical counts of inventories at least annually, and we review periodically
the provision for potential losses from obsolete, excess or slow-moving inventories.

The components of inventory consist of the following:

March 31 June 30
2010 2009
Raw materials $ 19,563 $ 20,004
Finished goods 38,444 42,599
Storeroom and other supplies 25,140 25,034
$ 83,147 $ 87,637

NOTE 8: GOODWILL

In accordance with GAAP, we perform a goodwill impairment analysis on an annual basis and, if certain events or
circumstances indicate that an impairment loss may have been incurred, on an interim basis. Goodwill is recognized
for the excess of the purchase price over the fair value of tangible and identifiable intangible net assets of businesses
acquired. Goodwill of businesses acquired is specifically identified to the reporting units to which the businesses
belong. Goodwill is reviewed annually for impairment in the fourth fiscal quarter. We estimate fair value based on a
combination of the income approach and the market approach. The income approach requires management to
estimate future net cash flows, the timing of these cash flows and an appropriate discount rate (or weighted average
cost of capital) representing the time value of money and the inherent risk and uncertainty of future cash flows. The
discount rate is based on independently calculated beta risks for a composite group of companies, our target capital
mix and an estimated market risk premium. The assumptions used in estimating future cash flows are consistent with
the reporting unit’s internal planning. The market approach estimates the fair value of our reporting units on
comparable market prices. Goodwill is measured at the reporting unit level by comparing the reporting unit’s carrying
amount, including goodwill, to the fair market value of the reporting unit. The analysis of potential impairment of
goodwill requires a two-step process. The first step is the estimation of fair value. If step one indicates that
impairment potentially exists, the second step is performed to measure the amount of impairment, if any. Goodwill
impairment exists when the implied fair value of goodwill is less than its carrying value.

During our quarter ended December 31, 2008, based on the economic environment at that time and the steep decline
in the price of our stock, which created a significant gap between the book and market value of our equity, we
concluded that there were sufficient indicators to require us to perform an interim goodwill impairment test as of
December 31, 2008. As a result, during the three months ended December 31, 2008, we recorded an impairment
charge of $138,008 which represented our best estimate of the resulting goodwill impairment. We engaged an
independent valuation firm to assist with this impairment testing by expressing opinions as of December 31, 2008 of
the fair values of the business enterprises of our four reporting units. The results of step one indicated goodwill was
impaired at three of our reporting units as the estimated fair value was less than the carrying value of the reporting
units. As such, step two of the goodwill impairment test was performed to determine the actual amount of goodwill

15
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impairment. In this step, we were required to allocate the fair value of the reporting unit, as determined in step one, to
all of the reporting unit’s assets and liabilities in a hypothetical purchase price allocation as if these reporting units had
been acquired on the date of the test. Upon completion of this step, our original estimate did not change and therefore
no change was required to the $138,008 non-cash goodwill impairment charge estimated and recorded in the second
quarter of 2009. We reviewed our long-lived tangible and intangible assets within the impaired reporting units and
determined that the forecasted undiscounted cash flows related to these assets or asset groups were in excess of their
carrying values, and therefore these assets were not impaired. There were no changes in the carrying amount of
goodwill for the nine months ended March 31, 2010.

16
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NOTE 9: DEBT

The components of long-term debt consist of the following:

March 31 June 30
2010 2009
Senior Notes due 2013 $ 165,000 $ 200,000
Senior Subordinated Notes due 2010 - 110,444
Credit facility 108,476 17,021
$ 273,476  $ 327,465

Senior Notes

Our 8.5% senior notes due October 1, 2013 (the “2013 Notes™) are unsecured obligations and are senior to any of our
subordinated debt. The 2013 Notes are guaranteed by our direct and indirect domestic subsidiaries that are also
guarantors on our credit facility. The 2013 Notes became redeemable at our option, in whole or part, at any time on or
after October 1, 2008, at redemption prices varying from 104.25% to 100% of principal amount on or after October 1,
2011 (102.833% at March 31, 2010), together with accrued and unpaid interest to the date of redemption.

On June 30, 2009 we amended the 2013 Notes to permit the redemption, repurchase or retirement of subordinated
indebtedness, including our 8% senior subordinated notes due 2010 (the “2010 Notes” and, with the 2013 Notes, the
“Notes”), up to sixteen months prior to maturity, which represented an increase of four months compared to the prior
terms of the indentures pursuant to which the Notes were issued. We paid a consent fee of $650 in the aggregate to all
consenting holders. We recorded this consent fee as a deferred financing cost and will amortize it over the remaining
term of the 2013 Notes using the effective interest rate method.

On January 4, 2010, we redeemed $35,000 of the 2013 Notes using a combination of $19,000 cash on hand and
$16,000 in borrowings on our revolving credit facility. During the three months ended March 31, 2010, we recorded a
$1,537 loss related to the extinguishment of this debt which included the redemption price premium of $992 and the
write-off of the related deferred financing costs of $545.

On April 19, 2010, we redeemed $25,000 of the 2013 Notes using borrowings on our revolving credit facility. See
Note 17.

Senior Subordinated Notes

On July 31, 2009 we redeemed the remaining $110,000 then outstanding of 2010 Notes using borrowings on our
revolving credit facility. During the nine months ended March 31, 2010 we recorded a $165 gain related to the early
extinguishment of this debt, which was the net of the write-off of the related deferred financing costs and the
remaining unamortized interest rate swap early termination fee.

Revolving Credit Facility

Our $200,000 senior secured revolving credit facility (the “Credit Facility”) currently has a maturity date of July 25,
2012. The interest rate applicable to borrowings under the Credit Facility is the agent’s prime rate plus 0.25% to
1.00% or a LIBOR-based rate ranging from LIBOR plus 1.25% to LIBOR plus 2.00%. The Credit Facility is secured

by substantially all of our assets located in the United States.
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The Credit Facility contains covenants customary for financing of this type. The financial covenants include:

maximum total leverage ratio of consolidated total debt to consolidated earnings before interest, taxes, depreciation

and amortization (“EBITDA”), and minimum ratio of consolidated EBITDA to consolidated interest expense. At March
31, 2010, we were in compliance with the financial covenants under the Credit Facility.

At March 31, 2010, we had $26,935 of cash and cash equivalents and we had $86,606 borrowing capacity under the
Credit Facility. The Credit Facility allows for a sublimit on letters of credit of $50,000. As of March 31, 2010,
$45,082 of the sublimit was unused. The commitment fee on the unused portion of the revolving credit facility ranges
from 0.25% to 0.40% per annum based on a grid related to our leverage ratio.

10
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NOTE 10: FAIR VALUE MEASUREMENTS

For certain of our financial instruments, including cash and cash equivalents, accounts receivable, and accounts
payable, the carrying amounts approximate fair value due to their short maturities. The fair value of our long-term
public debt is based on an average of the bid and offer prices. The carrying value and fair value of long-term debt at
March 31, 2010, were $273,476 and $277,395, respectively, and at June 30, 2009 were $327,465 and $311,362,
respectively. The fair value of the Credit Facility approximates its carrying value due to its variable interest rate.

For the financial instruments disclosed below, fair value is determined at each balance sheet date using an income
approach, which consists of a discounted cash flow model that takes into account the present value of future cash
flows under the terms of the contracts using current market information as of the reporting date, such as prevailing
interest rates and foreign currency spot and forward rates. The following table provides a summary of the inputs used
to develop these estimates under the fair value hierarchy:

Fair Value Measurements at March 31, 2010

Quoted
prices in
active Significant
markets for other Significant
identical observable unobservable
assets (Level inputs inputs
Total 1) (Level 2) (Level 3)
Assets:
Natural gas hedge $ 12 $ - $ 12 $ -
Total assets $ 12 $ - $ 12 $ -
Liabilities:
Natural gas hedge $ 80 $ - $ 80 $ -
Total liabilities $ 80 $ - $ 80 $ -

NOTE 11: FINANCIAL DERIVATIVE INSTRUMENTS

As part of our risk management program, we use a variety of financial instruments such as foreign currency forwards
and options, interest rate swaps, and natural gas contracts as cash flow hedges to mitigate risk. We do not hold or
issue derivative financial instruments for trading purposes.

Foreign Currency Hedging

We periodically use hedging to address the risk associated with non-functional currency (primarily Brazilian real and
European euro) financial statement exposures. Fluctuations in exchange rates can change our foreign currency
equivalent revenue and hence our foreign currency earnings. When conditions warrant, our foreign subsidiaries hedge
a portion of forecasted U.S. dollar denominated sales/receivables utilizing foreign exchange forward and option
contracts. These contracts are designated as cash flow hedges and accounting for these hedge instruments requires
that they be recorded on the balance sheet as either an asset or a liability measured at fair value as of the reporting
date. The effective portion of the hedge gain or loss is reported as a component of accumulated other comprehensive
income (loss) and subsequently reclassified into gain (loss) on exchange rates when the hedged exposure affects
earnings. Any ineffective portions of related gains or losses are recorded in the statements of operations immediately.
In the event the underlying forecasted transaction does not occur, or it becomes probable that it will not occur, we will
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reclassify the gain or loss on the related cash flow hedge from accumulated other comprehensive income (loss) to gain
(loss) on exchange rates on our consolidated statement of operations. As of June 30, 2009 we had a foreign currency
contract that did not qualify for hedge accounting treatment with a value of $320 recorded in prepaid expenses and
other on the balance sheet.

Interest Rate Swaps

In May 2001, we entered into an interest rate swap relative to $100,000 of our 2010 notes. The swap converted
interest payments from a fixed rate to a floating rate of LIBOR plus 1.97%. This arrangement qualified as a fair value
hedge. As such, the net effect from the interest rate swap was recorded as part of interest expense. On October 15,
2003, the swap counter party exercised its right to terminate the swap and paid us $4,000 as an early termination fee,
which was being amortized as a reduction to interest expense through October 15, 2010. At June 30, 2009, the
unamortized portion of the termination fee was recorded as an increase in debt of $541. On July 31, 2009, the
remaining $506 was recorded as a gain on early extinguishment of debt when we redeemed the remaining 2010
Notes. During the three and nine months ended March 31, 2009, the swap reduced our interest expense by $105 and
$358, respectively.
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On September 17, 2007 we entered into an interest rate swap agreement that matured on September 19, 2009 relative
to $30,000 of debt under our Credit Facility. The swap involved the exchange of interest payments from a
floating-rate three month LIBOR plus the applicable margin on the revolving credit facility to a fixed rate of 4.79%
plus the same applicable margin. This arrangement qualified as a cash flow hedge; therefore, the net effect from the
interest rate swap was recorded as interest expense. On June 17, 2009 we retired the $30,000 of variable rate debt
that had been hedged. As a result of the extinguishment of the underlying debt, hedge accounting on the interest rate
swap was no longer appropriate. During the three and nine months ended March 31, 2009, the swap increased our
interest expense by $226 and $544, respectively.

Commodity Hedging

We have entered into contracts for the purchase of natural gas at a fixed rate to manage the price risk associated with a
portion of our forecasted purchases. The objective of these hedges is to provide supply assurance for contracted
volumes at a pre-determined price; provide a systemic method of purchasing commodities which enables us the
opportunity to take advantage of forward price trends based on historical data; provide a methodology to bring price
stability that will contribute to improved price forecasting and budgeting assumptions; and reduce the variability of
cash flows associated with the purchase of natural gas at certain plants. These contracts are designated as cash flow
hedges. As of March 31, 2010 and June 30, 2009 we had contracts in place to purchase186,532 MMBTUs and
359,220 MMBTUs of natural gas at various fixed prices through December 2010, respectively. Additionally, as of
March 31, 2010 we had options in place to purchase 132,000 MMBTUs of natural gas at prices ranging from $6 to $7
per MMBTU through November 2010.

Fair Value of Derivative Instruments
In the next twelve months, we intend to reclassify into earnings $68 in net losses in respect of cash flow hedges.
All cash flows associated with purchasing and selling derivatives are classified as operating cash flows in the

unaudited condensed consolidated statements of cash flows. The following table presents the location of all assets and
liabilities associated with our hedging instruments within the unaudited condensed consolidated balance sheets:

Asset Derivatives Liability Derivatives
Derivatives
designated as Balance Sheet Fair Value at Fair Value Fair Value at Fair Value at
hedging instruments Location 3/31/10 at 6/30/09 3/31/10 6/30/09
Natural gas hedges Accrued expenses  $ 12 $ - $ 80 % 234
Interest rate swap Accrued expenses - - - 320
Total derivatives designated as hedging $ 12 $ - $ 80 3 554
instruments

The following tables present the impact of derivative instruments, net of tax, and their location within the unaudited
condensed consolidated statements of operations:

Derivatives in Cash Flow Hedging Relationships:
Amount of (Gain) Loss

Amount of (Gain) Loss Amount of (Gain) Loss Recognized in Income on
Recognized in AOCI on Reclassified from AOCI into Derivatives (Ineffective
Derivative (Effective Portion) Income (Effective Portion)(a) Portion)
Nine months ended Nine months ended Nine months ended
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March 31, March 31, March 31,
2010 2009 2010 2009 2010 2009
Natural gas
hedges $ 263 $ 1,032 $ (351) $ (735) $ = $
Interest rate
swap - (482) - 441 -
Total $ 263 $ 550 $ (351) $ 294) $ - $

(a) Amounts related to natural gas contracts are included in cost of goods sold and amounts related to interest rate
swaps are included in net interest expense and amortization of debt costs.

Derivatives not Designated as Cash Flow Hedges:
Nine months ended March 31,
Classificati