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Forward Looking Statements: Except to the extent that they relate to
historic information, there are statements included in this release which are
“forward-looking statements”. As forward-looking statements are predictive
In nature, they are subject to a number of risks and uncertainties relating to
Tenon, its operations, the markets in which it competes and other factors
(some of which are beyond the control of Tenon). Accordingly, actual
results and conditions may differ materially from those expressed or implied
by such statements.




THE SHAPING OF TENON TODAY - Background

., FLETCHER CHALLENGE ‘(/ Ternors

FORESTS Wood Solutions to the World

» Australasian focus * North American focus

o Integrated forestry company  Processing & Distribution-based

- Large forest resource - Exit forest estate

* Influenced by: ¢ Influenced by:
- Asian commodity log markets .- High value appearance segments
- Australian and NZ housing - North.America
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 Poor financial performance syHnancial performance target'

- 5 year forest estate return < 1%pa - 10%t perannum return

* Poorly capitalised - . Significant red.ué:'t'ion in'debt

."




THE SHAPING OF TENON TODAY - Restructuring

2004 * Forest estate $725 million
o $349 million capital returned to shareholders
2005  Payment of second capital return on $321 million

e Sale of structural sawmill business for $171 million
- Cash used to repay all balance sheet debot

- Refined focus to appearance business in North America

» Overhead reduction
- ASX listing and SEC registration cancelled

- Ordinary and preference shares consolidated
- Corporate costs cut in half

 Move to US functional currency

« Management team based in US

 Grow US position
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THE SHAPING OF TENON TODAY - Growing our US position
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Forests under
management

Processing operations

% of clear lumber sold
as value added
products

% of sales in USA

Employees in USA

Distribution businesses
in USA

*OEMs
*Big Box retailers

* OEM

* Big Box retailers

* Pro-Dealers

* Cabinet
manufacturers

* Qutdoor product
distributors

Major 2005 Events

Established Tenon China — procurement team

—  4employees
—  Guangzhou, China

Acquired US specialty manufacturing — Koks
Wood goods (April)

— 60 enmployees
—  Produces hardwood and other moulding products

Acquired 100% ownership of The Empire
Company (September)
—  Fnal 33%acquired for approximately US$30 million

Acquired 51% interest in Southwest Moulding
Company (November)

—  Dallas based moulding and millwork distributor

—  51%acquired for US$16 million

—  Optionto go to 100%

Company dimensions today
—  Revenue — US$335 million (6 months to Dec 2005
annualized)
Market Cap — US$163 million (4 May 2006)
Enmployees — 1,029




STRATEGY IS ADDING VALUE — TEN share price (closing)
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1Jan03 10 Sep 04
Sale of Cutting Rights ~ Structural Business Review

16 Jun O3
Forest Sale Plan

22Dec4

Structural Sal¢

.

Southwest Mouldings
Sent 05 Acquisition

Remaining Empire

19 Dec 03 1 Apr 04 8 Apr 4
Kiwi Sale Agreement Tarawera Sale  Rubicon Offer

Acquisition




OPERATIONAL EXCELLENCE RECOGNIZED

Excellence: 2005 Empire—Lowe's Vendor of the Year, Millwork
2004 OM —Lowe's Vendor of the Year, Millwork
2004 American Chamber of Commerce Awards - Supreme winner of all categories
2004 American Chamber of Commerce Awards —NZ Exporter of the Year, Goods
2003 Trade NZ — Exporter of the Year, Wood Products

2003 AWM -—Home Depot Category Vendor of the Year

Tenon Limited




US HOVEE IMPROVEMENT MARKET — Solid growth

US Home Improvement Market — Citigroup Estimate — 1999, 2004, and 2009E

$1,000.0 -
$923.0

'04-'09E

/ CAGR = 5.6%

'99-'04E
CAGR =7.1%

US$ Billions
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$0.0
1999 2004 2009E

Source: Citigroup Investment Research, Company Reports, Freedonia, HIRI, Home Channel News, National Gardening
Association, Retail Forward, and US Census Data




HOUSING STARTS
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Single-Family

Multi-Family

Source: US Census Bureau; NAHB forecast




HOME DEPOT & LOWE'S HOLD 36% OF THE RETAIL MARKET

Total Home Channel Retail Sales - 2004
(US$300.5 billion)

Independents &
Lumberyards

46%
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Dealers

Source: Home Channel News




US PRO DEALER CHANNEL - Consolidation

Top 5 US Pro-Dealer Sales

$16.0

Builders FirstSource
$1.7

3

Imi

US$ Billions

84 Lumber
$2.6

Tenon L

Rinker Materials
$2.9

Stock Building Supply
$2.7

Builders FirstSource
$2.1

$0.0 -
2003

Source: Home Channel News

84 Lumber
$3.5

Rinker Materials
$3.3

Stock Building Supply
$3.6




TENON'S CURRENT BUSINESS MODEL

A focused distributor, marketer, global sourcer, and manufacturer of mouldings and
specialty millwork products:

Manufacturing/ Sourcing Distribution Key Customer Segments

Tenon Taupo Empire Big Box Retailers
= Tenon China Southwest LVIO uldings Pro-Dealer Chains
E (51%)
: Koks Woodgoods rican Wood Moulding Door Shops
S J (50% P
& Ornamental Mouldings
lq_) (25%* g Hetcher Wood Solutions OEMs

*through AWM




TENON GROUP — US Footprint
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TENON TAUPO — Significant recovery

World class clearwood manufacturing facility located in Taupo, NZ

Log diet of 400,000 tons pa produces a range of:
—  Clear lumber
— Solid lineal mouldings
— Clear boards
— QOutdoor treated products

FY06 — Taupo has experienced difficult operating environment, but a significant
recovery is expected in FYO7 as aresult of:
— M improvements
— Currency Correction
— Meaningful cost out initiatives
»  Geothermal energy
* Pruned log prices

Tenon Limited




TENON TAUPO — Mix Improvements

Product Share by Sales Revenue
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EXCHANGE RATE TRENDS: US$NZ$ SURFACING FROM A TOUGH PERIOD
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Imited

* Recent NZD rally well supported

* Fundamentals still nasty

* Major NZD depreciation lies ahead

Tenon L

» See equilibrium at .60 cents
Source: BNZ May 2006
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RECENT PRICING TRENDS (NZ% TON) —minimal recovery expected
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Pruned Log Price Trends

Q3 2002

Q4 2002

Q1 2003

Q2 2003

Q3 2003

Q4 2003

Q1 2004

Q2 2004

Q3 2004

Q4 2004

Q1 2005

Q2 2005

Q3 2005

Q4 2005

Q1 2006

‘—O—Average

$170.96

$169.56

$164.55

$163.33

$151.79

$143.21

$144.99

$150.14

$157.04

$156.74

$147.21

$144.48

$138.67

$134.06

$128.05

Quarter/Year




FLETCHER WOOD SOLUTIONS — building capability

Tenon’s wholesale distribution that ;
— Supports existing business - boards, mouldings and lumber
— Drives our outdoor solutions program — development of new market for Tenon to
include Armourwood, Lifespan and other evolving technologies
— Generates demand for our high growth China procurement program

The US outdoor segment is a major growth area
— The siding market is expected to grow 1.4%/ year to 110.5 million squares in 2008.
— The decking market is expected to grow 2.8%/ year to 5.7 hillion board feet in 2000.
— Solid wood penetration in this segment will grow as a result of new treatment systes.

T
E
—
-
@)
&
—




RECENT PRICING TRENDS (US¥MBF) - Stable
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SIDING MARKET SHARE BY SUBSTRATE — Room for growth
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Source: Freedonia Group

Other
Metal Panels 2%
5%

Fiber Cement
10%

Stucco & Related

103 million squares




US IMPORTS OF WOOD PRODUCTS FROM CHINA — Now significant

US$ Million
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1999 2000 2001 2002 2003 2004 2005

—\olume ——Value

Source: US Foreign Agricultural Service




THE EMPIRE COMPANY
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A Mchigan headquartered mouldings distribution business

100% owned by current CEQ, Tom H. Highley, until Tenon
acquired 33%in 1999. Tenon now owns 100% and original
management team continue to run the business.

®
EMPIRE

Empire is the number 1 mouldings vendor to Lowe's and has a full service VM
programwith over 50% of Lowe’s stores.

Empire also has a very strong presence in the large pro-dealer segment
ensuring it has a well balanced customer mix.

Empire operates over 1 million ft? of warehouse space and over 40 truck and
trailer units.

Empire is enjoying strong organic growth in the Northeast and Southwest USA.



EMPIRE — Development of Footprint
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LOWME'S STORES
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828
718

1997 1998 1999 2000 2001 2002 2003 2004

I # US Stores - Average Store Size (©00 ft2)
Source: Lowe’s company reports




BALANCING CUSTOMER MIX

Southwest Mouldings Acquisition
US$16 million for 51%interest

Leading mouldings & millwork manufacturer and
distributor

Focused on Texas region
—  Strong population growth

— Highest housing start rate in the US
e 140,000 pa
» 56X New Zealand's total housing starts

Strong earnings — attractive acquisition multiple
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Additional benefits
— Procurement scale
— Manufacturing rationalisation
—  Customer diversification — 100% independent lumberyard




AMERICAN WOOD MOULDINGS
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50:50 joint venture with the Hagen family

Mouldings distribution business that delivers products and/or
provides service to over 1,000 Home Depot stores and several
hundred independent customer locations (-

AWM owns 50% of Ornamental Mouldings Ltd., a world class manufacturer of decorative
mouldings

AWM operates
—  Approximately 850,000 ft? of warehouse space
—  Over 300 service reps supporting thelr full service VM program
—  Over 35 truck and trailer units supporting their service model

FYO06 has been a tough earnings period for AWM as a result of unexpected price reductions
in October 2005.

Management is focusing on recovery through
Cost savings initiatives ($2.5 million cost out since Novermber 2005)
Process re-engineering (6 sigma methodology)
Growth of sales to independent lumber yards
Growth of sales in Mexico
Growth of 34 party logistics and service model




THE HOME DEPOT STORES
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Source: The Home Depot company reports




TO THE FUTURE
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Key Strategies:

1) Category leadership in core mouldings business

®  Lowest Delivered Cost
Optimised Service levels & logistics systems
Quality Product

®  Intellectual Capital Management

2) Diversify earnings streams
New Channels
New Products
Acquisition(s)

De-risk business cycles and customer concentration

3) Manage key points of supply chain for value
®  Specialty manufacturing
®  Global sourcing
® |ogistics excellence



INTERIM RESULTS ANNOUNCEMENT - March 2006

2006 Full year EBITDA guidance provided in March of US$21 million, consistent with earlier
guidance.

—  Hirst half US$5.9m.

—  Second half forecast approximately US$15m.

We have aggressively set out to improve poor first half and in doing so establish a strong
platform for FYO7.

Lower reset costs in second half

Annualized contribution from Southwest Mouldings

Roallout of Armourwood and Lifespan outdoor range((4 06)

Lower operating costs at Taupo(Q4 06)

Cost out program at AWM (Q4 06)

Breakeven performance at AWM Mexico

Pricing improvements (late Q4 06)

More favourable FX environment(minimal impact in FY 06)
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On market share buy-back of up to 5% announced

Adoption of IFRS
— Mainimpact is the recognition of the Southwest put option as a deferred settlement liability rather than a
minority interest
—  Minimal impact on full year EBITDA guidance




OUR VIEW OF VALUE —This Is not a forecast
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Our current share price is

equity value of
enterprise value of

2nd half June 2006 forecast annualised

Annualised Currency Benefit(US/NZ .60 vs FY06 ave .675)
cost reductions

customer growth

new product roll outs

Annualised Initiatives Benefit

=> Targeted Run-rate at end 2007 fiscal year

multiple, say

enterprise value of
equity value of

3.65 per share
242 million
328 million
210 million

10

40 +USDmillion

7.0

280 USD million
225 USD million

[Implied 18 mth share price (post buy back)

566 +pershare |

This is the reason the Tenon Board has decided to buy back up to 5% of Tenon's shares




SUMMARY —What to expect over the next 18 months

Core business will enjoy healthy growth
—  Strong Organic growth with Lowes and Pro- dealer segments(10+ % pa)
— Miximprovements at Taupo
— Currency and cost gains at Taupo

New product opportunities will leverage supply chain and develop new channels to
market

Armourwood

Lifespan

Stairparts

Next generation outdoor products

Tenon will continue to deploy capital in growth segments
— Acquisition opportunities are actively under review
— Assessment criteria
* Entryvalue
»  Geographic gronth & local uniqueness
* Synergy opportunities & scalability
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Tenon will outperform — we are determined to achieve synergistic growth and
immediate EBITDA improvements that will deliver our aspiration of a $6 share
price over an 18 month timeframe.







