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PART 1
Item 1. Business

GENERAL

Schweitzer-Mauduit International, Inc. (referred to, with its consolidated subsidiaries, as “we”, “us”, “our”, the “Company”,
“SWM INTL” or “SWM” unless the context indicates otherwise) is a multinational diversified producer of premium
specialty papers headquartered in the United States of America. We manufacture and sell paper and reconstituted
tobacco products to the tobacco industry as well as specialized paper products for use in other applications. Tobacco
industry products comprised approximately 94% of our consolidated net sales in each of the years 2010 through 2012.
The primary products in the group include cigarette, plug wrap and base tipping papers, or Cigarette Papers, used to
wrap various parts of a cigarette and reconstituted tobacco leaf, or RTL, which is used as a blend with virgin tobacco
in cigarettes, reconstituted tobacco wrappers and binders for cigars. These products are sold directly to the major
tobacco companies or their designated converters in the Americas, Europe, Asia and elsewhere. Non-tobacco products
are a diverse mix of products that includes low volume, high-value engineered papers as well as commodity paper
grades produced to maximize machine utilization.

We are a manufacturer of lightweight specialty papers, which are used in manufacturing ventilated cigarettes, banded
papers for the production of lower ignition propensity, or LIP, cigarettes and the leading independent producer of RTL
used in producing blended cigarettes. We conduct business in over 90 countries and will operate 9 production
locations worldwide, with mills in the United States, Canada, France, Brazil and Poland after closing our paper mill in
the Philippines and selling our paper mill in Indonesia. We also have a 50% equity interest in two joint ventures in
China. The first produces cigarette and porous plug wrap papers and the second, which is under construction, will
produce reconstituted tobacco leaf.

Our Securities and Exchange Commission, or SEC, filings, which include this Annual Report on Form 10-K,
Definitive Proxy Statements on Form DEF-14A, quarterly reports on Form 10-Q, current reports on Form 8-K and all
related amendments, are available, free of charge, on the Investor Relations section of our web site at
www.swmintl.com. Information from our web site is not incorporated by reference into this Form 10-K. These reports
are available soon after they are filed electronically with the SEC. The web site allows access to historical financial
information, press releases and quarterly earnings conference calls, our Code of Conduct, corporate governance
guidelines, Board of Directors committee charters, as well as disclosure of any amendment to or waivers of our Code
of Conduct granted to any of the principal executive officer, principal financial officer or principal accounting officer.
The web site provides additional background information about us including information on our history, products and
locations. Requests for information or to contact the audit committee chair, lead non-management director or to report
concerns about accounting or other issues can be made in writing and sent to the Investor Relations Department at our
principal executive office address listed below.

Our quarterly earnings conference calls are typically held the morning after our quarterly earnings releases and are
available through our web site via a webcast. The tentative dates for our quarterly earnings conference calls related to
2013 financial results are May 2, 2013, August 1, 2013, November 7, 2013 and February 6, 2014. These dates are
subject to change. Instructions on how to listen to the webcasts and updated information on times and actual dates are
available through our web site at www.swmintl.com.

Our wholly-owned, majority-owned and controlled subsidiaries are as follows: Schweitzer-Mauduit Canada, Inc., or
SM-Canada; Schweitzer-Mauduit Spain, S.L., or SM-Spain, a holding company organized under the Spanish holding
company regime and the primary foreign investment holding company for SWM; SWM-Poland, Sp.zo.0., SWM
Poland; SWM RTL Philippines Inc.; and Schweitzer-Mauduit International China, Limited, or SM-China, a holding
company incorporated in Hong Kong. SM-China owns 50% of the equity interest in China Tobacco Mauduit
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(Jiangmen) Paper Industry Company Ltd., (CTM), a Sino-Foreign Equity Joint Venture with China National Tobacco
Corporation, or CNTC, that manufactures and sells tobacco-related papers in China and 50% of the equity interest in
China Tobacco Schweitzer (Yunnan) Reconstituted Tobacco Co. Ltd., (CTS), a Sino-Foreign Equity Joint Venture
that will manufacture reconstituted tobacco leaf. Both CTM and CTS are unconsolidated subsidiaries. We indirectly
through SM-Spain have subsidiaries in France, the Philippines, Indonesia and Brazil. SM-Spain owns directly 100%
of Schweitzer-Mauduit

1




Edgar Filing: SCHWEITZER MAUDUIT INTERNATIONAL INC - Form 10-K

Table of Contents

Holding S.A.S., a French holding company, or SMH, and SMH owns 100% of Schweitzer-Mauduit Industries S.A.S.,
a French corporation, or SMI. Schweitzer-Mauduit International, Inc., SMH and SMI together own 100% of a second
holding company Schweitzer-Mauduit France S.A.S., a French corporation, or SMF, which holds our French,
Philippine and Indonesian paper operations. SMF directly owns 100% of Schweitzer-Mauduit Developpements
S.A.S., a French corporation, or SMD, and SMD owns 100% of LTR Industries S.A.S., a French corporation, or
LTRI, our French RTL operation. SMF directly owns 100% of two principal French operating subsidiaries, SWM
Services S.A.S. (formerly known as Papeteries de Mauduit S.A.S.), or SWM-S, and Papeteries de Saint-Girons S.A.S.,
or PdStG, as well as 100% of PDM Philippines Industries, Inc., or PPI, and 95% of P.T. PDM Indonesia, or PT PDM.
SMF indirectly owns the third principal French operating subsidiary, PDM Industries S.A.S., or PdM, as well as
Papeteries de Malaucene S.A.S., or PdMal, and its subsidiary Malaucene Industries S.A.S., which filed for liquidation
during December 2011 and are no longer consolidated effective with the date of the filing. SM-Spain also owns
directly 99.99% of the issued and outstanding shares of Schweitzer-Mauduit do Brasil Indudstria e Comércio de Papel
Ltda.(formerly known as Schweitzer-Mauduit do Brasil, S.A.), our Brazilian paper operations, or SWM-B. We had no
special purpose entities as of December 31, 2012.

Our principal executive office is located at 100 North Point Center East, Suite 600, Alpharetta, Georgia 30022-8246
and our telephone number at that address is 1-800-514-0186. Our stock is traded on the New York Stock Exchange, or
NYSE, under the symbol “SWM.”

We have provided a Glossary of Terms at the end of this Annual Report on Form 10-K.
DESCRIPTION OF BUSINESS

Segment Financial Information. We operate and manage two reportable segments based on product lines: Paper and
Reconstituted Tobacco. The Paper segment primarily produces Cigarette Papers such as cigarette (including LIP),
plug wrap and base tipping papers used to wrap various parts of a cigarette for sale to cigarette manufacturers. The
Paper segment also includes commercial and industrial products such as lightweight printing and writing papers,
battery separator paper, drinking straw wrap, filter paper and other specialized papers. These non-tobacco industry
products are generally sold directly to converters and other end-users or brokers. The Reconstituted Tobacco segment
produces reconstituted tobacco leaf, or RTL, and wrapper and binder products for sale to cigarette and cigar
manufacturers.

Additional information regarding “Segment Performance” is included in Part II, Item 7, Management's Discussion and
Analysis of Financial Condition and Results of Operation. In addition, selected financial data for our segments is
available in Note 17, Segment Information, of the Notes to Consolidated Financial Statements. Reference is also made
to Part I, Item 1A, Risk Factors, Market Risk, for a discussion regarding the risks associated with foreign operations.

Financial information about foreign and domestic operations, contained under the caption “Management's Discussion

and Analysis of Financial Condition and Results of Operation” appearing in Part II, Item 7 herein and in Notes 9, 10,

13 and 17 (“Restructuring Activities,” “Debt,” “Income Taxes” and “Segment Information,” respectively) to the Consolidated
Financial Statements contained in ‘“Financial Statements and Supplementary Data” appearing in Part II, Item 8 herein,

are incorporated in this Item 1 by reference.

PRODUCTS

We manufacture and sell paper and reconstituted tobacco products to the tobacco industry as well as specialized paper
products for use in other applications.
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Tobacco industry products include Cigarette Papers and RTL used as a tobacco blend with virgin tobacco in cigarettes
and reconstituted tobacco wrappers and binders for cigars. These products are sold directly to tobacco companies or
their designated converters in the Americas, Europe, Asia and elsewhere.

Each of the three principal types of Cigarette Papers - cigarette, plug wrap and tipping papers - serves a distinct
purpose in the function of a cigarette.
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Cigarette paper wraps the column of tobacco in a cigarette. Certain properties of cigarette paper, such as control of
ignition propensity, basis weight, porosity, opacity, tensile strength, texture and burn rate must be controlled to tight
tolerances. Many of these characteristics are critical to meet the requirements of high-speed production processes
utilized by cigarette manufacturers as well as their desired attributes of finished cigarettes such as reduced deliveries
of tobacco-related smoke constituents. In addition to the attributes and functional requirements of conventional
cigarette papers, certain of our products facilitate our customers' design of LIP cigarettes to enhance their ability to
self-extinguish when they are not actively being smoked, including papers sold under our registered trademark
ALGINEX®.

Plug wrap paper forms the outer layer of a cigarette filter and is used to hold the filter materials in a cylindrical form.
Conventional plug wrap is manufactured on flat wire paper machines using wood pulp. Porous plug wrap, a highly
air-permeable paper, is manufactured on inclined-wire paper machines using a furnish consisting of long-fibers, such
as abaca, and wood pulp. Porosity, a measure of air-flow permeability, ranges from a typical level of less than 100
Coresta on conventional plug wrap to 35,000 Coresta on high-porosity papers.

Base tipping paper, produced in white or tan/cork color, joins the filter element to the tobacco-filled column of the
cigarette. The ability to produce tipping paper, which is both printable and glueable at high speeds, is critical to
producing a cigarette with a distinctive finished appearance.

Reconstituted tobacco is used by manufacturers of cigarettes and other tobacco products as a means of recycling their
tobacco by-products and to achieve product performance attributes. We currently produce reconstituted tobacco in two
forms: leaf, or RTL, in France, which is manufactured by L'TRI, and wrapper and binder in the United States. RTL is
used by cigarette manufacturers primarily to blend with virgin tobacco as a design aid to achieve certain attributes of
finished cigarettes, such as taste characteristics and reduced deliveries of tobacco-related smoke constituents, and to
cost-effectively utilize tobacco leaf waste by-products. Wrapper and binder are reconstituted tobacco products used by
manufacturers of machine-made cigars. Binder is used to hold the tobacco leaves in a cylindrical shape during the
production process. Wrapper is used to cover the outside of the cigar, providing a uniform, finished appearance.

Commercial and industrial products include lightweight printing and writing papers, battery separator paper, drinking
straw wrap, filter papers and other specialized papers primarily for the western European, North American, Asian and
Brazilian markets. Like porous plug wrap, certain of these non-tobacco industry products use a fiber blend consisting
of long-fibers. These products are generally sold directly to converters and other end-users in North America and

western Europe and through brokers in Brazil. The non-tobacco industry products are a diverse mix that includes low
volume, high-value engineered papers as well as commodity paper grades produced to maximize machine utilization.

MARKETS AND CUSTOMERS

Both segments supply the major, and many of the smaller, cigarette manufacturers including international tobacco
companies, regional tobacco manufacturers and government monopolies.

Philip Morris International Inc., or PMI, Philip Morris-USA, a subsidiary of Altria Group Inc., Japan Tobacco Inc., or
JTI, and British American Tobacco, or BAT, are our four largest customers and together with their respective affiliates
and designated converters, accounted for 55%, 54% and 54% of the Company's 2012, 2011 and 2010 consolidated net
sales, respectively. Although the total loss of one or more of these large customers could have a material adverse
effect on our results of operations, this is not considered likely given the significant share that our capacity represents
of the total worldwide supply available to meet the demand for cigarette-related fine papers. A material variation in
demand from one or more of these customers or due to external factors such as government legislation or changes in
consumer behavior, however, could result in a significant decline in demand for our products.
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SALES AND DISTRIBUTION

Essentially all tobacco-related products manufactured by both the Paper and Reconstituted Tobacco segments are sold
by our marketing, sales and customer service organizations directly to cigarette manufacturers or their designated
converters. Most of our Paper Segment's non-tobacco related products, which represent approximately 5% to 8% of its
net sales, are sold on a direct basis.
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The typical modes of transportation we utilize in the delivery of product to our customers include truck, rail and
ocean-going vessels. As is typical in our industry, ownership of the product generally transfers to our customer upon
shipment from our mills, except for certain export sales where ownership typically transfers at the foreign port or
customer facility.

COMPETITION

We are the largest producer of Cigarette Papers in the world. LTRI is the leading independent producer of RTL for use
in cigarettes. We do not sell our products directly to consumers or advertise our products in consumer media. The
specialized nature of these tobacco-related papers requires unique research and development capability and special
papermaking equipment and skills to meet exacting customer specifications. These factors have limited the number of
competitors in each of the tobacco-related paper categories discussed separately below.

Cigarette Paper As the sole domestic producer of Cigarette Papers in North America, we believe that we have the
majority supply position. PAM and PdStG, indirect wholly-owned subsidiaries in France, and SWM-Poland sell most
of their products in western Europe. We believe SWM-B has the majority of the cigarette paper market in Brazil and
in South America. Our principal competitors include European suppliers delfortgroup AG, or Delfort, an Austrian
corporation, Miquel y Costas & Miquel S.A., or Miquel y Costas, a Spanish corporation, and Julius Glatz GmbH, an
independent German company. We believe that the bases of cigarette paper competition are price, consistent quality,
security of supply, level of technical service and performance requirements of the customer's cigarette-making
equipment.

We have developed, individually or in conjunction with customers, technologies to address the market for cigarette
paper for LIP cigarettes in the United States, Canada, Australia and the European Union, or EU. We are currently the
leading producer of cigarette paper for LIP cigarettes and continue to actively develop the technologies for such
products. We have license agreements with third parties which grants them the right to use certain of our LIP
intellectual property, excluding Alginex® related intellectual properties.

Plug Wrap Paper We estimate that our Paper segment holds a majority of market share for plug wrap papers in each of
the markets in which we compete. Our competitors are Miquel y Costas and Delfort.

Base Tipping Paper Our Paper segment supplies base tipping paper for the North American market, which is
subsequently printed by converters. The principal competitors in this market are Delfort and Julius Glatz. We estimate
our Brazilian operation holds the majority of the market share for base tipping paper in South America, which is
subsequently printed by converters. Our principal competitor in Latin America is Miquel y Costas. We believe that the
bases for competition are consistent quality, price and, most importantly, the ability to meet the runability and
printability requirements of converting equipment and high-speed cigarette-making machines.

Reconstituted Tobacco LTRI is the leading independent producer of RTL in the world. We believe that the basis of
competition in this market is primarily quality. However, sales volumes are influenced by worldwide virgin tobacco
prices and cigarette producers' various in-house tobacco reconstitution processes, as lower prices of virgin tobacco or
other RTL forms may compete against reconstituted tobacco sales volumes.

LTRI's principal competitors are cigarette companies such as Philip Morris-USA, R.J. Reynolds Tobacco Company,
Elets, an affiliate of Japan Tobacco Inc. which operates in Russia, and STMA (China), which produce RTL primarily

for internal use. Low prices for tobacco leaf can adversely impact RTL demand.

We estimate that approximately 35% of reconstituted cigar wrapper and binder used in the U.S. market is produced
internally by domestic cigar manufacturers. Our Reconstituted Tobacco segment's Ancram mill and Nuway Tobacco,

11
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a privately-held cast process manufacturer, produce the balance for the U.S. market which is not produced internally
by domestic cigar manufacturers. The Ancram mill and DHT, a subsidiary of NV Deli Maatschappij, are the main
suppliers to the European cigar manufacturers.
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Other Products We produce papers for lightweight printing and writing, battery separator papers, drinking straw wrap,
filter papers and other specialized papers primarily for the western European, North American, Asian and Brazilian
markets. We believe that price is the primary basis of competition for drinking straw wrap, printing and writing and
filter papers, while consistent quality and customer service are believed to be the primary competitive factors for
battery separator paper.

RAW MATERIALS AND ENERGY

Wood pulp is the primary fiber used in our operations. Our operations consumed 80,000 and 83,000 metric tons of
wood pulp in 2012 and 2011, respectively, all of which was purchased. Our operations also use other cellulose fibers,
the most significant of which are in the form of flax fiber and tobacco leaf by-products, as the primary raw materials
for Cigarette Papers and reconstituted tobacco products, respectively. While tobacco leaf by-products are generally the
property of the cigarette manufacturer for whom the reconstitution is contracted, we purchase some tobacco leaf
by-products for use in the production of RTL and wrapper and binder products.

Flax straw is purchased and subsequently processed into flax tow at our processing facility in Canada. The flax tow is
then converted into flax pulp at pulping facilities in the United States and France. Flax tow and flax pulp is also
purchased on the open market. Certain specialty papers are manufactured by our operations in France, requiring small
amounts of other cellulose fibers, all of which are purchased.

In addition to cellulose fibers, our operations use calcium carbonate as another significant raw material in the
production of many of our paper products. Calcium carbonate, or chalk, is used in the production of Cigarette Papers,
as well as in certain of our other paper products, to provide desired qualities and characteristics, such as opacity, as
well as end-product performance attributes. All of our needs for calcium carbonate are purchased. Our Quimperlé mill
in France and Pirahy mill in Brazil have on-site, vendor-operated, precipitated calcium carbonate plants which supply
significant quantities toward the needs of those mills. For the balance of their needs, our mills also purchase calcium
carbonate manufactured elsewhere. Our calcium carbonate purchase commitments are discussed in Note 16,
Commitments and Contingencies, of the Notes to Consolidated Financial Statements.

We believe that our purchased raw materials are readily available from several sources and that the loss of a single
supplier would not have a material adverse effect on our ability to procure needed raw materials from other suppliers.

The papermaking processes use significant amounts of energy, primarily electricity, natural gas and fuel oil to run the
paper machines and other equipment used in the manufacture of pulp and paper. In France, Poland and in the United
States, availability of energy is generally not expected to be an issue, although prices can fluctuate significantly. We
enter into agreements to procure a portion of our energy requirements for future periods in order to reduce the
uncertainty of future energy costs.

In France, we have entered into agreements with an energy cogeneration supplier whereby the supplier constructed
and operates cogeneration facilities at our Spay and Quimperlé Mills and supplies steam that is used in the operation
of our mills. These cogeneration facilities provide energy cost savings and improved security of supply.

In Brazil, where production of electricity is heavily reliant upon hydroelectric plants, availability of electricity has
been affected in the past by rain variations. Over the past few years the Brazilian government has taken action to
improve distribution lines, which has provided a better balance of energy use throughout the country and mitigates the
risk of lost energy. Our Brazilian business currently has a sufficient supply of energy to continue its current level of
operation.

13
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Additional information regarding agreements for the supply of energy is included in Note 16, Commitments and
Contingencies, of the Notes to Consolidated Financial Statements.
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BACKLOG AND SEASONALITY

We have historically experienced a steady flow of orders. Our mills typically receive and ship orders within a 30-day
period, except for RTL where orders are generally placed well in advance of delivery. We plan our manufacturing
schedules and raw material purchases based on our evaluation of customer forecasts and current market conditions.

Within the Paper segment, the U.S. operations do not calculate or maintain records of order backlogs. Its largest
customer Philip Morris-USA provides forecasts of future demand, but actual orders for Cigarette Papers are typically
placed two weeks in advance of shipment. In France, Cigarette Papers order backlog was approximately $19 million
and $30 million on December 31, 2012 and 2011, respectively. This represented approximately 12 and 20 days of
sales for the Paper operations in 2012 and 2011, respectively. The Polish and Brazilian operation do not calculate or
maintain records of order backlogs. Souza Cruz, Brazil's largest customer, provides forecasts of its future demand,
typically eight weeks in advance, in order for the Brazilian operations to manage production and ensure a sufficient
supply to meet this customer's anticipated requirements.

The Reconstituted Tobacco segment's RTL business operates predominantly under a number of annual supply
agreements. The order backlog for RTL was approximately $145 million and $152 million on December 31, 2012 and
2011, respectively.

Sales of our products are subject to significant seasonal fluctuations. In the United States and Europe, customer
shutdowns of one to two weeks in duration typically occur in July and December. In Brazil, customer orders are
typically lower in December due to a January and February holiday season.

RESEARCH AND DEVELOPMENT

We employ approximately 70 research and development personnel in research and laboratory facilities in Quimperlé
and Spay, France, Santanésia, Brazil, Strykow, Poland, Alpharetta, Georgia, and at our soon to be discontinued or sold
operations in San Pedro, Philippines and Medan, Indonesia. We are dedicated to developing Cigarette Papers,
reconstituted tobacco and non-tobacco paper product innovations and improvements to meet the needs of individual
customers. The development of new components for tobacco products and the development of new non-tobacco paper
products are the primary focuses of these research and development functions, including several development projects
for our major customers. We expensed $10.0 million in 2012, $9.3 million in 2011 and $8.5 million in 2010 on
research and development. We believe that our research and product development capabilities have played an
important role in establishing our reputation for high quality, superior products.

Our commitment to research and development has enabled us, for example, to (i) produce high-performance papers
designed to run on the high-speed manufacturing machines of our customers, (ii) produce papers to exacting
specifications with very high uniformity, (iii) produce cigarette paper with extremely low basis weights, (iv) develop
cigarette paper for LIP cigarettes, (v) produce highly porous cigarette and plug wrap papers, (vi) produce wrapper and
binder tobacco reconstituted products, in a paper process, matching the specifications of machine-made cigars and
(vii) produce papers and reconstituted tobacco products with other specifically engineered properties required for
end-product performance attributes. We believe that our commitment to research and development, coupled with our
investment in new technology and equipment, has positioned us to take advantage of growth opportunities all around
the world.

PATENTS AND TRADEMARKS

As of December 31, 2012, we owned 257 patents and had pending 74 patent applications covering a variety of
Cigarette Papers, RTL and cigar wrapper and binder products and processes in the United States, western Europe and
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several other countries. We believe that such patents, together with our papermaking expertise and technical sales
support, have been instrumental in establishing us as the leading worldwide supplier of Cigarette Papers. We believe
that patents have contributed to our position as the world's leading independent producer of papers used for LIP
cigarettes.
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Management believes that our “ALGINEX®” water-based technology trademark for use in banded papers for the
production of LIP cigarettes, and the “SWM” logo and trade names have been important contributors to the marketing of
our products.

EMPLOYEES
As of December 31, 2012, we had 2,800 regular, full-time, active employees.

North American Operations Hourly employees at the Spotswood, New Jersey, and Ancram, New York mills are
represented by locals of the United Steel Workers Union. The collective bargaining agreement at our Spotswood mill
is a two-year agreement which is effective through July 28, 2013. The three-year collective bargaining agreement at
our Ancram mill is effective through September 30, 2014. We believe employee and union relations continue to be
positive at the Spotswood and Ancram mills.

The fiber operations of our Canadian subsidiary and our Newberry, South Carolina facility are non-union. We believe
that employee relations are positive.

French Operations Hourly employees at our Quimperlé, Spay, and Saint-Girons, France mills are union represented.
Our Quimperlé mill is operating pursuant to an employment agreement that expired effective December 31, 2012.
Negotiations are being held at this location regarding compensation issues. The collective bargaining agreements at
our Spay and Saint-Girons mills are effective through March 31, 2013 and May 31, 2013, respectively. We believe
our employee relations are comparable to similar French manufacturing operations.

Brazilian Operations Hourly employees at the Pirahy mill are represented by a union. The one-year collective
bargaining agreement at SWM-B was renewed through May 31, 2013. We believe that employee relations are positive
and comparable to similar Brazilian manufacturing operations.

Polish Operations Employees at our Strykow, Poland facility are non-union. We believe that employee relations in
Poland are positive.

ENVIRONMENTAL MATTERS

Capital expenditures for environmental controls to meet legal requirements and otherwise relating to the protection of
the environment at our facilities in the United States, France, Brazil and Canada were $0.6 million in 2012 and are
expected to be $1 million or less in each of the next two years, of which no material amounts were or are expected to
be the result of environmental fines or settlements. These expenditures are not expected to have a material adverse
effect on our financial condition, results of operations or competitive position; however, these estimates could be
modified as a result of changes in our plans, changes in legal requirements or other factors.

WORKING CAPITAL

We normally maintain approximately 60 to 90 days of inventories to support our operations. Our sales terms average
between 15 and 60 days for payment by our customers, dependent upon the products and markets served. For a
portion of our business, particularly our French operation's export sales, extended terms are provided. With respect to
our accounts payable, we typically carry approximately a 30 to 60 day level, in accordance with our purchasing terms,
which vary by business location. The accounts payable balance varies in relationship to changes in our manufacturing
operations, particularly due to changes in prices of wood pulp and purchased energy and the level and timing of
capital expenditures related to projects in progress.
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EXECUTIVE OFFICERS

The names and ages of the Named Executive Officers as of March 1, 2013, together with certain biographical
information, are as follows:

Name Age Position

Frédéric P. Villoutreix 48 Chairman of the Board and Chief Executive Officer

Otto R. Herbst 53 Chief Operating Officer & Executive Vice President Paper Business
Michel Fievez 55 Executive Vice President, Reconstituted Tobacco Business

Wilfred A. Martinez 59 Vice President, LIP

Jeffrey A. Cook 58 Executive Vice President, Chief Financial Officer and Treasurer
Mark A. Spears 50 Corporate Controller

There are no family relationships between any of the directors, or any of our executive officers. None of our officers
were selected pursuant to any arrangement or understanding between the officer and any person other than the
Company. Our executive officers serve at the discretion of the Board of Directors and are elected annually by the
Board.

Frédéric P. Villoutreix was elected Chairman of the Board and Chief Executive Officer effective January 1, 2009. Mr.
Villoutreix joined the Company on December 7, 2005, was elected Chief Operating Officer on February 1, 2006, and
served as interim President, French Operations from December 2006 to June 2007. Mr. Villoutreix joined us in
December 2005 from Compagnie de Saint-Gobain, a leading French multi-national manufacturer of engineered
materials and products, where he worked since 1990. From 2001 to 2005, Mr. Villoutreix held key manufacturing
positions in Europe and the United States with Saint-Gobain, including General Manager, World Construction
Products and Stone, Luxembourg and Vice President, Abrasives Europe and Coated Abrasives World with 33
operating locations.

Otto R. Herbst has served as Chief Operating Officer since January 2009 and the Executive Vice President Paper
Business since March 2010. Previously, Mr. Herbst was President of the Americas beginning in August 2006 with
responsibility for the U.S. and Brazilian business units. Mr. Herbst served as our President - Brazilian Operations from
April 1999 to July 2006. Prior to April 1999, he served as General Manager for New Business and Services from 1997
through March 1999 for Interprint, a manufacturer of security documents, telephone cards and business forms. From
1990 through 1997, Mr. Herbst served as Director of Agaprint, a manufacturer of packaging materials, business forms,
commercial printing papers, personalized documents and envelopes.

Michel Fievez was appointed Executive Vice President Reconstituted Tobacco Business during March 2010. He held
the position of President - European Operations from June 2007 to March 2010. From 2003 to May 2007, Mr. Fievez
served as General Manager One Side Coated Papers and then Vice President and General Manager Packaging,
Metalizing and Office and Graphic with Ahlstrom Corporation. From 1998 to 2003, he held key manufacturing
positions, including Managing Director, with Chesapeake Display and Packaging in Europe, and from 1994 to 1998,
held the position of Vice President Manufacturing and Technology with Mead Packaging Europe.

Wilfred A. Martinez was appointed Vice President LIP in January 2011. He served as President Americas Paper
Business since March 2010. Previously, Mr. Martinez served as President of the Americas from January 1, 2009. Mr.
Martinez was Corporate Executive Vice President and Strategy Officer, President, International Division and Senior
Vice President, Worldwide Operations from 1996 to 2008 with Laticrete International, Inc., a world leader of tile and
stone installation systems. From 1995 to 1996, he was General Manager, Monolithic Refractories, for
Harbison-Walker Refractories, Inc., a leading global manufacturer of high temperature refractory products, and from
1979 to 1995 he served as Vice-President, International Operations, Vice-President, Technology and Director,
Research and Development for Minteq International, Inc., a technology based multi-national sales and manufacturing
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Jeffrey A. Cook was appointed Executive Vice President, Chief Financial Officer and Treasurer in February 2012.
Prior to joining SWM, he served as Chief Financial Officer since 2007 of Presstek Inc., a manufacturer and distributor
of products for the commercial graphics industry, including printing presses, consumables and service. Mr. Cook
began his career with General Electric and served in roles of increasing financial leadership including serving as Chief
Financial Officer of GE Government Services Inc. from 1990 to 1993 and Vice President Finance of the Government
Services Group of Lockheed Martin Corporation. From 1996 to 1997, he was Vice President and Chief Financial
Officer of Bechtel Systems and Infrastructure, a division of Bechtel Group Inc. He was Vice President Finance of
Moore North American, a division of Moore Corporation from 1997 to 2000. Mr. Cook served as Senior Vice
President Chief Financial Officer and Chief Information Officer of Kodak Polychrome Graphics, a joint venture
between Eastman Kodak and Sun Chemical from 2000 to 2005.

Mark A. Spears has served as our Corporate Controller since March 2008. Mr. Spears served as our interim Chief
Financial Officer from November 2011 through February 2012. Mr. Spears joined the Company in 1995 as Corporate
Reporting Manager and subsequently served in progressive roles in the Controller department including Director of
Corporate Reporting and Assistant Controller. Prior to joining Schweitzer-Mauduit, Mr. Spears was an audit manager
with Coopers and Lybrand LLP (now PricewaterhouseCoopers) from 1984 to 1995.

Item 1A. Risk Factors
Factors That May Affect Future Results

Many factors outside our control could impact future financial results. While not an exhaustive list, the following
important factors could cause our actual results for 2013 and beyond to differ materially from those expressed in any
forward-looking statements we have made.

Our business can be impacted by governmental actions relating to tobacco products.

In 2012, approximately 94% of our net sales were from products used by the tobacco industry in making cigarettes or
other tobacco products. Governments around the world, particularly in the United States, Brazil and western Europe,
increasingly are regulating the advertising, promotion, sale, components of manufacture and use of tobacco products
as a result of reports and speculation with respect to the possible harmful physical effects of cigarette smoking,
second-hand smoke and use of tobacco products. In addition, tobacco products are heavily taxed in many jurisdictions.
Cigarette consumption in the United States and western Europe has declined, in part due to these actions, which, in
turn, have decreased demand for our products in these regions. In addition, litigation is pending against the major
manufacturers of consumer tobacco products seeking damages for health problems allegedly resulting from the use of
tobacco in various forms. It is not possible to predict the outcome of such litigation or what effect adverse
developments in pending or future litigation may have on the tobacco industry or its demand for our products, but in
the past, increases in taxes and litigation have adversely affected demand. In the U.S., the regulatory jurisdiction of the
federal Food and Drug Administration was extended in 2009 to include tobacco products, which are now subject to
product component disclosure regulations, new controls on ingredients, and additional restrictions about marketing
and labeling. In Brazil, regulations limit the use of additives to cigarettes. In the European Union, the Tobacco
Products Directive regulates the content, effects, marketing and labeling of tobacco products, and the ongoing
phase-in of the REACH regulation (Registration, Evaluation, Authorization, and Restriction of Chemical Substances)
may further restrict product ingredients. Additionally, the World Health Organization is actively promoting tobacco
regulation, and other countries worldwide are in the process of adopting some or all of these restrictions. The impact
of these legislative initiatives on the production and sale of our and our customers' products is not presently known.
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Our technological advantages are unlikely to continue indefinitely.

We consider our intellectual property and patents to be a material asset. We have been at the forefront of developing
new products and technology within our industry and have patented several of our innovations, particularly with
regard to cigarette paper used to produce LIP cigarettes. This has enhanced our ability to sell products and to provide
added
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function and other value to the products we sell allowing them to command higher margins. This advantage has also
enabled us to license our patents and know-how and earn royalty income from competitors and customers. Presently,
we are seeing evidence of increasing efforts and activity by our competitors to develop and sell competitive products,
particularly in the area of papers used for lower ignition propensity applications. Over time, we expect our competitors
to develop competitive products that are designed to avoid our patents or to license our innovations. Ultimately, our
patents will expire. As we expand our production of LIP papers and RTL to more locations and countries, the risk of
the loss of proprietary trade secrets will increase, and any significant loss would result in the loss of the competitive
advantages provided by such trade secrets. While we cannot predict the impact or the timing of these trends and
eventualities, they likely will reduce our sales and margins from the levels that we otherwise would have achieved.

Effectively policing our domestic and international intellectual property and patent rights is costly and may not be
successful.

Our portfolio of granted patents varies by country, which could have an impact on any competitive advantage
provided by patents in individual markets. We rely on patent, trademark, and other intellectual property laws of the
United States and other countries to protect our intellectual property rights. In order to maintain the benefits of our
patents, we may be required to enforce certain of our patents against infringement through judicial or administrative
actions. However, we may be unable to prevent third parties from using our intellectual property or infringing on our
patents without our authorization, which may reduce any competitive advantage we have developed. If we have to
litigate to protect these rights, any proceedings could be costly, time consuming, could divert management resources,
and we may not prevail. We cannot guarantee that any United States or foreign patents, issued or pending, will
continue to provide us with any competitive advantage or will not be successfully challenged by third parties. We do
not believe that any of our products infringe the valid intellectual property rights of third parties. However, we may be
unaware of intellectual property rights of others that may cover some of our products or services. In that event, we
may be subject to significant claims for damages. Effectively policing our intellectual property and patents is
time-consuming and costly, and the steps taken by us may not prevent infringement of our intellectual property,
patents or other proprietary rights in our products, technology and trademarks, particularly in foreign countries where
in many instances the local laws or legal systems do not offer the same level of protection as in the United States.

In December 2009, Miquel y Costas S.A., delfortgroup AG, and Societe Papeterie Leman SAS filed Notices of
Opposition to the European Patent Office's, or EPO, grant of European Patent EP 1482815. The oppositions filed by
Societe Papeterie Leman and delfortgroup contend that the claim language regarding the film-forming material to
have a certain viscosity was not sufficiently described, that the claims were not patentable due to a prior art reference,
a reference that was disclosed by SWM to the e