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Turn to us.™

Turn to us.™

Verso Paper Corp. is a leading North American producer of coated papers,
including coated groundwood and coated freesheet, and specialty products.
Verso’s paper products are used primarily in media and marketing
applications, including magazines, catalogs and commercial printing
applications such as high-end advertising brochures, annual reports and
direct mail advertising. Verso operates four mills in Bucksport, Maine; Jay,
Maine; Quinnesec, Michigan; and Sartell, Minnesota. Additional information
about Verso is available on our website at versopaper.com.
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To our Shareholders
In 2011, our results in key performance areas demonstrated once again
that in spite of challenging economic conditions, our customers,
employees and suppliers can count on Verso to do what we say we will
do. We remain committed to a safe, environmentally responsible and
sustainable company.
Certainly, improvements in 2011 are tangible evidence of
Verso’s ability to successfully execute against the areas
outlined in our strategic intent, which we’ve previously
articulated to the investment community.
We strengthened our core product strategy in 2011, removing
two paper machines at our Sartell Mill in Minnesota that
produced product lines called SCA and SCB. These machines
were technologically challenged but, more importantly, were
not congruent with our strategy. At our Bucksport Mill in
Maine, we removed our highest-cost coated groundwood paper
machine to match supply with demand. These decisions will
have a positive impact on capital and human resource
allocation across the balance of our system and have a positive
impact on operating performance at these two facilities.
Verso has identified energy as an area that could leverage and
improve our cost position. We’ve committed to a 25% energy
reduction per unit of production by 2019 and are already
nearly 50% of the way to achieving that goal.
In 2011, we nearly completed the energy projects referenced
in our 2010 report—a further testament to our “count on
Verso” culture—and have started work on the remaining
projects with completion scheduled for fall 2012. We
expect these initiatives, along with other smaller projects,
to contribute $50 million in ongoing savings. It’s important
to note that the two largest projects, with a combined
output of 53 megawatts, will be driven by a renewable
energy source. The other projects are already increasing
efficiency in our water, chemical and fiber usage.
These accomplishments put us well on our way to fulfilling the
commitments outlined in our energy strategy several years
ago: to increase our use of renewable energy, more efficiently
utilize existing assets and transform to cleaner, more costeffective and efficient operations.

Statistical correlations have always shown that positive safety
results go hand in hand with positive mill performance. I am
delighted to report that in 2011 we continued our top quartile
results in safety as compared to all industries. We are very
proud of these results which support our continued
improvement in operational performance.
Listening and responding to customers are critical to our
company’s success. In 2011, we commissioned an independent
survey to gain a deeper understanding of current customer
perceptions of Verso and uncover insights that will help us
identify areas for improvement.
With great consistency, the survey showed that our customers
believe Verso has a strong management team, delivers a
consistent message at all levels and is very responsive. We also
received high marks for our customer service, product quality,
technical support and sustainability commitment. Our product
quality was also well respected by the publishers and catalog
companies we do business with, and brand recognition of our
Influence®, Liberty® and Advocate® grades continues to be very
high among end users. This positive acknowledgement reflects
our commitment to improving our core business.

Customers frequently used the words open, honest,
transparent, responsive, disciplined, determined and realistic
to describe Verso. Given some of the recent observations in
the media relative to corporate culture, we find these
comments highly motivating. That being said, our customers
told us they would like to hear more about our business
strategy and next steps in new products, which we intend to
communicate further.
Perhaps the feedback that best exemplifies why people count
on Verso is our customers’ belief that we are “consistent
and reliable.” We have worked hard in our short life as Verso
Paper Corp. to earn this confidence and believe it provides
strong footing as we move forward within a still very
challenging environment.

We know that based on what I have shared here, Verso is
positioned as a well-respected, forward-looking company that
expects only the best from its people who will continue to
deliver on the commitments we have made to our customers,
suppliers and to you, our shareholders in 2012.
Sincerely,

Mike Jackson
President and Chief Executive Officer

Financial and Operational Highlights
(Amounts in millions, except tons, average sales price and per share amounts)

December 31,
2011

2010

Statement of Operations Data
$ 1,722.5

Revenue

$ 1,605.3

15.7

Operating income (loss)

(3.9)

(137.1)

Net loss

(131.1)

Per Share Data
Loss per share (basic and diluted)

$

(2.61)

$

(2.50)

Weighted average common shares outstanding
Basic

52.6

52.4

Diluted

52.6

52.4

2,023.4

2,063.6

Other Financial and Operating Data
Total tons sold (in thousands)
Average sales price per ton (in $/ton)
Adjusted EBITDA

$

851

$

202.5

(1)

778
132.1

Balance Sheet Data
Cash and cash equivalents

$

94.9

$

152.8

47.7

9.6

934.7

972.7

Total assets

1,421.5

1,516.1

Total debt

1,262.5

1,228.6

Working capital, net of cash
Property, plant and equipment, net

Total stockholders’ deficit

(153.9)

(6.8)

(1) Reflects the elimination or addition of unusual items permitted in calculating compliance with our debt covenants before pro forma effects of our profitability program. Please see
page 37 of the enclosed 2011 Form 10-K for a reconciliation of adjusted earnings before interest, taxes, depreciation, and amortization (EBITDA) to cash flows from operating activities.
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Count on Verso To Put Safety First
First among Verso’s Founding Principles is “safe from the start,” a pledge
we work hard to keep every day. Our 2011 safety performance continued
to rank in the top of the first quartile for all industries, reflecting the
intangibles that drive continuous improvement throughout our business:
discipline, attention to detail and, above all, the personal commitment of
our people at every level.
Caring and accountability are the cornerstones of our safety focus. In the
everyday life of our mills, caring and accountability mean not only that
our people are actively engaged in our safety processes and programs,
but that they truly count on each other to work safely and keep our
workplaces free of potential hazards.

U.S. Private Industry
Lost Workday
Incidence Rate

With our emphasis on commitment, not just compliance, looking out for
one another has become the rule rather than the exception at Verso. In
2011, we took our safety commitment to a new level by expanding our
advanced safety forums and empowering mill operators to develop and
implement their own crew safety plans.
While we believe that safety is about people, not numbers, we still need
measures to gauge our progress. For reporting purposes, we use
standard industry calculations called the Total Incidence Rate (TIR) and
Lost Workday Incidence Rate (LWIR). Our 2011 TIR was 1.58, which
translates roughly to the percentage of our people injured throughout
the year. Our LWIR, which includes more serious injuries that require at
least one day away from work, was 0.20 compared to 1.10 for all private
industry in the United States. We’re very proud of this industry-leading
distinction, but we won’t be satisfied until we reach our ultimate goal:
no one hurt at work.

Verso’s
Ultimate Injury
Incidence Goal

0
To Put Safety First
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Count on Verso
To Invest for Future Success
A Greener Energy Future
Verso’s fundamental business strategy is pretty straightforward and
remains unchanged despite the challenges posed by the struggling
economy and resulting decline in demand for some of our products. We’re
a paper company that remains committed to enhancing lightweight
coated products for our core magazine, catalog, retail and commercial
printing customers. But as the world changes around us, we know we
must continue to broaden our thinking, operate more efficiently and cut
costs to be able to keep that commitment for the long term.
Verso’s investment in energy efficiency and renewable energy
technologies is not only reducing our energy consumption
and costs, but also is opening the door to potential new
energy-related initiatives that will contribute to our economic
sustainability. By leveraging our state-of-the-art expertise
and experience using renewable resources, primarily wood
from sustainably grown trees, Verso is demonstrating how
the pulp and paper industry can lead the way to greener,
more cost-efficient manufacturing and to a more energyindependent future for the United States.

Verso Energy
Generated from
Renewable Resources

62

%

2011 Verso
Lost Workday
Incidence Rate

0.20

U.S. Energy
Generated from
Renewable Resources

13%
Source: U.S. DOL,
2010

Source: U.S. DOE, December 2011

To Invest for Future Success
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Strategic Energy Initiatives

A 21st Century Workforce

Quinnesec Mill Renewable Energy Project

One of the biggest challenges facing the U.S. pulp and paper industry in
the near future will be filling open positions that result as large numbers
of baby-boomers who’ve worked in our mills for decades begin to retire.
To make sure Verso has the highly skilled people needed to operate our
increasingly advanced mill technology, we’ve already begun investing in
our future workforce.

Project Investment:

45

$

million

Components:

Upgrade biomass delivery system
Upgrade combination boiler
New turbine generator

Energy Benefits:

28

megawatt
unit that provides green energy
equivalent to the electricity used by
21,000 U.S. households annually*

9

Thermal Energy Efficiency Projects
Project Investment:

21

$

million

(includes U.S. DOE 44 Area 3
grant of $9.4 million)

Components:

Projects at 3 mills to more
efficiently recover and recycle
steam and water in our pulp and
papermaking operations

Energy Benefits:

1.28

Verso
Full-Tuition
Scholarships

trillion

Btus in energy savings

Bucksport Mill Renewable Energy Project
Project Investment:

42

$

million

Components:

Upgrade biomass delivery system
Upgrade combination boiler
New turbine generator

25

megawatt
unit that provides green energy
equivalent to the electricity used by
19,000 U.S. households annually*

R-Gap Projects
Project Investment:

$$

Discretionary Capital
Completed in 2011
To be completed in 2012
Ongoing projects
To Invest for Future Success
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Components:

Multiple projects across
our mill system

Offered in 2011

Energy Benefits:

Energy Benefits:

Helped close the Realizable Gap
between our energy-related
operational practices and
achievable best practices

* Based on average annual U.S. residential electricity consumption of
11,496 kWh, U.S. Energy Information Administration, 2010

Through a partnership with local high schools and community
colleges, Verso established a program to provide full-tuition
scholarships and employment opportunities to qualified high
school seniors and recent high school graduates who live near
our mills and want to pursue a degree in pulp and paper
technology. In addition to scholarships, applicants who are
accepted into the program receive $500 per year toward the
purchase of books and other school-related expenses along
with the opportunity to work at a mill during summer breaks.
This investment generates valuable returns for participating
students and Verso. Students who commit up front to a
three-year term of employment, maintain the scholarship
program’s academic performance requirements, complete
their degree and meet standard employment requirements
can count on Verso for a full-time job offer after graduation as
mill openings become available. In turn, Verso gets a new
generation of employees with the specialized knowledge and
technical skills that will keep us competitive in the global
marketplace.
To Invest for Future Success
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A Path to Healthy Forests
Verso needs a steady supply of wood fiber from trees to make our
products, so it’s easy to understand why promoting healthy forests
makes good business sense. By investing in efforts that encourage
responsible forest management, we help ensure that the primary raw
material used in our paper remains available and affordable. But even
more important, our efforts are helping forge a path to wider use of
responsible forestry practices, expanded third-party forest certification
and ultimately, greater protection and conservation of our nation’s
forest resources for generations to come.

1.4
million
Maine Acres Certified
through Verso Partnership

To Invest for Future Success
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Verso’s Responsible
Forestry Leadership
2011
•

Maintained third-party
chain-of-custody 			
certification at all four mills

•

Maintained third-party
certification for our 		
procurement and
woodlands operations

•

Partnered in a two-year 		
program with customers
and others to increase 		
certified acreage in Maine

•

Continued our sponsorship
of biodiversity research in
the Canadian Boreal forest

•

Donated/sold 1,300 acres
of company land for use as
a Greenway Project near our
Androscoggin Mill

•

Supported state-level 		
programs that train forest
professionals in responsible
forest management 		
practices

Count on Verso To Deliver
Manufacturing Excellence
The guiding principles of Verso’s Manufacturing Excellence Model focus
our efforts in three key areas. Virtually everything we do is targeted to
help us build a team of highly skilled, fully committed people, to develop
the lowest-cost, simplest technical and organizational design possible,
and to build sustainability into every aspect of our business. Simply put,
we want best practices to be common practices in everything we do.

248
2011 R-Gap
Projects

Benchmarking
Assessment

52
million
$

R-Gap Closure

2011 R-Gap
Cost Savings

Performance
Tomorrow

+

Performance
Today

Verso benchmarks best-in-class practices, covering everything
from technical and financial elements to manufacturing
systems, processes, performance and improvement tactics,
to help us identify realizable gaps in our operating
performance. We then close these gaps by incorporating
current internal best practices with external approaches
that provide clear improvement benefits and build
organizational capability.

=

SAVINGS

With minimal capital investment, this highly successful
“R-Gap” process continues to deliver continuous performance
improvement in areas like materials usage reduction,
energy conservation, material and chemical substitution,
productivity, labor costs and workforce planning. These
improvements drive significant cost savings to our bottom
line—$52 million in 2011 and an annual average of $49.4
million over the last five years.

To Deliver Manufacturing Excellence
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Count on Verso To Meet the Needs
of an Ever-Changing Marketplace

Verso is a Market Leader in Two Key End-User Segments

*†

The U.S. coated paper industry looks much different than it did just
a few years ago, and change continues. As the world around us
evolves, Verso’s agility in successfully responding is powered by
commitments kept:
$

127 million
A MARKET LEADER

•	To create value for our magazine, catalog, retail

572 million

$

		 and commercial printing customers

163 million

$

•	To translate our core expertise in lightweight paper

		 to new product categories

• To match our production with customer demand
In 2011, we remained a leader in coated papers by keeping our
promise to deliver products that provide both economic and
environmental benefits to our customers. Our core lightweight
and ultra-lightweight products are the perfect example.
Offering the same high quality and print performance as their
heavier-weight counterparts, these lighter-weight products
help customers ease the effects of rising postal costs and,
because they require less energy to manufacture, have a
lower carbon footprint.
While magazine, catalog, retail and commercial printing
papers remain our primary focus, we continue to leverage our
lightweight papers expertise to grow our participation in the
specialty products business. Our extremely flexible and
FDA-compliant capabilities are helping us seize new revenue
opportunities and maximize the productivity of our paper

machines. In 2011, our products included lightweight papers
used for specialty converting applications, bleached uncoated
papers and coated-one-side (C1S) label and release papers
suitable for the flexible packaging markets, and technical
papers designed for specialty printing applications.
Of course, meeting the needs of a changing marketplace also
means effectively matching supply with customer demand.
Verso has seen a decline in demand for some of our paper
grades due to a combination of cyclical and structural factors.
In response, we permanently eliminated 90,000 tons of
coated groundwood production capacity in 2011. To simplify
and sharpen the focus of our core product strategy, we also
permanently eliminated 103,000 tons of supercalendered
production capacity.

$

311 million

A MARKET LEADER

399 million

$

To Meet the Needs of an Ever-Changing Marketplace

11

*Excludes pulp sales
†End-user segment breakdown as of December 31, 2011

To Meet the Needs of an Ever-Changing Marketplace
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Registrar and Transfer Company
10 Commerce Drive
Cranford, New Jersey 07016-3572
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Partner
Apollo Management, L.P.
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Director
President, Chief Executive Officer and Director
GT Advanced Technologies Inc.

Member of the Audit Committee
Member of the Compensation Committee
Member of the Corporate Governance and Nominating Committee

Form 10-K/Investor Contact
A copy of Verso Paper Corp.’s annual report on
Form 10-K for 2011 filed with the Securities
and Exchange Commission is available in the
Investor Relations section of Verso’s website at
www.versopaper.com. It also is available from
Verso upon request at no charge. These requests
and other investor contacts should be directed to
Robert P. Mundy, Senior Vice President and Chief
Financial Officer, at Verso’s corporate office.

Performance Graph
The graph below compares Verso’s cumulative total shareholder return on common stock with the cumulative total returns
of the NYSE composite index and the Morningstar Paper Products Industry Index.
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Assumes $100 invested on May 15, 2008. Assumes dividend reinvested. Fiscal year ending Dec. 31, 2011.
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The interior pages of this report are printed on Influence®
Matte, 100# text, produced by the people at our Quinnesec Mill,
where 89% of the fuel used by the mill comes from renewable,
carbon-neutral biomass. The cover of this report is printed on
10% recycled-content paper.

Annual Meeting
The 2012 annual meeting of stockholders will be held
May 23, 2012, at 10:00 a.m. (Central Time) at Verso’s
corporate office.
Independent Auditors
Deloitte & Touche LLP
Memphis, Tennessee
Certifications
Verso Paper Corp. has filed annual written affirmations
and CEO certifications pursuant to Section 303A.12 of
the NYSE’s Listed Company Manual. The certifications
by Verso’s CEO and CFO required by Section 302 of the
Sarbanes-Oxley Act of 2002 are included as exhibits
to Verso’s 2011 annual report on Form 10-K filed with
the SEC.

