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The Annual Meeting of Stockholders of Deltic Timber Corporation (“Deltic™ or “the Company™) will be
held at the South Arkansas Arts Center, 110 East 5th Street, El Dorado, Arkansas, on Thursday, April 24, 2008,
at 10:00 a.m., Central Daylight Time, for the following purposes:

DELTIC TIMBER CORPORATION
NOTICE OF ANNUAL MEETING

To The Stockholders of
Deltic Timber Corporation:

ftem 1: To elect three Class III directors to hold office for a three-year term;
Item 2: To express approval or disapproval of the action of the Audit Committee of the Board of
Directors in appointing KPMG LLP as the Company’s independent auditors for 2008; and

To transact such other business as may properly come before the meeting and any adjournment thereof.

Holders of record of Deltic Common Stock at the close of business on March 7, 2008, will be entitled to
vote with respect to this solicitation. Stockholders are reminded that your shares of Deltic Common Stock cannot
be voted unless you follow the telephonic or internet voting procedures set forth on the enclosed proxy card, or
execute and return the enclosed proxy card, or make other arrangements to have your shares represented at the
meeting.

A copy of the 2007 Annual Report to Stockholders and Annual Report on Form 10-K are enclosed.

By Order of the Board of Directors,

PROCESSED

Phillip A. Pesek

Secretary _ MAR | 9 2008
El Dorado, Ark
o FIANGAL

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING,
PLEASE VOTE EITHER TELEPHONICALLY OR ON THE INTERNET AS INSTRUCTED ON THE
ENCLOSED PROXY CARD OR YOU MAY COMPLETE, SIGN, DATE AND RETURN THE PROXY
CARD IN THE ENVELOPE PROVIDED, WHICH REQUIRES NO POSTAGE IF MAILED IN THE
UNITED STATES.

, MR




DELTIC TIMBER CORPORATION

210 East Elim Street
El Dorado, Arkansas 71730

PROXY STATEMENT

GENERAL

This Proxy Statement and the accompanying proxy card are being furnished in connection with the
solicitation of proxies on behalf of the Board of Directors of Deltic Timber Corporation (“Deltic” or “the
Company”} for the Annual Meeting of Stockholders to be held on April 24, 2008, in El Dorado, Arkansas. Only
stockholders of record at the close of business on March 7, 2008, (the “Record Date”) are entitled to notice of,
and to vote at, the meeting. There were 12,436,156 shares of Deltic Common Stock outstanding and entitled to
vote on March 7, 2008. This amount does not include 357,723 shares of treasury stock. Each share of outstanding
Deltic Common Stock is entitled to one vote on each matter properly brought before the meeting.

Commencing approximately on March 17, 2008, the Company is mailing its Annual Repor for the year
ended December 31, 2007 and its Annual Report on Form 10-K for 2007 as filed with the Securities and
Exchange Commission (“SEC”), together with this Proxy Statement and the enclosed proxy card to holders of
Deltic Common Stock on the Record Date.

YOTING OF PROXIES

Your vote is important. Shares can be voted at the Annual Meeting only if you are present in person or
represented by proxy. Even if you plan to attend the meeting, you are urged to vote either telephonically, on the
internet, or to sign, date and return the accompanying proxy card.

When you vote by one of these three methods, stock represented by the proxy will be voted in accordance
with your directions. You can specify your voting instructions by following the instructions for telephonic voting
or internet voting on the enclosed proxy card or by marking the appropriate spaces on the proxy card and signing,
dating and returning the proxy card. If you so elect when prompted in the telephonic or internet voting process, or
if your proxy card is signed and returned without specific voting instructions, your shares of Deltic Common
Stock will be voted as recommended by the Board of Directors: “FOR” the election of the three nominees for
director named in the proxy card and “FOR” the ratification of the selection of KPMG LLP as the Company’s
independent auditors for 2008. Abstentions marked on the proxy card are voted “against” the proposals and are
counted in determination of a quorum.

You may change your voting instructions or revoke your proxy at any time before it is voted at the meeting
by: (a) re-voting telephonically or on the internet at any time up to 1:00 a.m. CDT on April 24, 2008, the date of
the meeting (only the latest telephonic or internet vote will be counted); (b) executing a later-dated proxy;

(c) voting by ballot at the meeting; or, (d) filing a notice of revocation with the inspectors of election in care of
the Secretary of the Company at the above address.

VOTES REQUIRED

The presence, in person or by proxy, of the holders of at least a majority of the shares of Deltic Common
Stock outstanding on the Record Date is necessary to have a quorum for the Annual Meeting. Abstentions and
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broker “no-votes” are counted as present for purposes of determining a quorum. A broker “no-vote” occurs when
a nominee holding shares of Deltic Commaon Stock for a beneficial owner does not vote on a particular proposal
because the nominee does not have discretionary voting power with respect to that item and has not received
instructions from the beneficial owner.

The affirmative vote of a majority of the shares present in person or by proxy at the meeting is required for
the passage of the Board of Directors’ proposals (Items 1 and 2). Any shares voted with an abstention have the
same effect as a vote against the abstained proposal(s). Broker “no-votes” have no effect on the outcome of the
vote.

SOLICITATION OF PROXIES

Solicitation of proxies may be made by directors, officers, or employees of the Company through the mail,
in person and by telecommunications. The cost of soliciting proxies will be borne by the Company. In
accordance with the regutations of the SEC and the New York Stock Exchange (“NYSE"), the Company will
also reimburse brokerage houses and other custodians, nominees, and fiduciaries for their expenses incurred in
sending proxies and proxy materials to the beneficial owners of Deltic Common Stock.

PROCEDURES FOR STOCKHOLDER NOMINATIONS AND PROPOSALS

Nominations. Under the Company’s Amended and Restated Bylaws (the “Bylaws™), nominations for
director may be made only by the Board of Directors (or a committee of the Board of Directors), or by a
stockholder that meets the requirements set forth in the Bylaws. The Bylaws require that for stockholder
nominations, a written notice be delivered to the Company’s Secretary at the Company’s principal executive
offices, which are located at 210 East Elm Street, El Dorado, Arkansas 71730, not less than 90 days prior to the
first anniversary of the most recent annual meeting of stockholders. The written notice must be made by a
stockholder of record at the time of giving the notice and who shall be entitled to vote for election of directors at
the meeting for which the stockholder’s nomination relates, The written notice shall set forth as to the candidate
all information relating to such persen that is required to be disclosed in solicitations of proxies for election of
directors, or is otherwise required, in each case pursuant to Regulation 14A under the Securities Exchange Act of
1934, including such candidate’s written consent to be named in the Proxy Statement as a nominee and to serving
as a director if elected. The notice shall also set forth as to the stockholder, the name and address as they appear
on the Company’s books of such stockholder; and the number of shares of the Company’s Common Stock that
are beneficially owned by the stockholder. The Board of Directors’ Nominating and Corporate Governance
Committee (“Committee”) has been delegated the responsibility to oversee searches for, and to identify qualified
individuals for membership on the Company’s Board of Directors. The Committee will duly consider candidates
for nomination that may be submitted by stockholders in compliance with the applicable provisions of the
Bylaws, and will not apply different criteria to candidates submitted by a stockholder than it applies to other
candidates. Generally, the Committee reviews a candidate’s qualifications by considering criteria approved by
the Board of Directors, a candidate’s satisfaction of applicable “independence™ measures (and enhanced
independence, financial literacy and financial expertise standards for potential Audit Committee members), while
also taking into consideration current challenges and needs of the Board of Directors regarding issues of
judgment, diversity, age, skills, background and experience. Specific criteria used by the Committee in reviewing
a candidate’s qualifications are that the candidate shall: have the highest personal and professional ethics,
integrity and values; have diverse experience at policy making levels in business areas that are relevant to the
Company’s activities; and, have evidenced in their personal and professional affairs proper judgment,
independence, business acumen and an understanding of the Company or related industries.

Proposals. The Bylaws also provide that except for stockholder proposals submitted in a timely manner for

annual stockholders’ meetings, no business may be brought before any stockholders’ meeting unless specified in
the notice of meeting or at the direction of the Board of Directors. The Bylaws further set forth procedures and
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requirements, including notice to the Company, for stockholders to submit business for proper consideration at
annual meetings. Any stockholder who is a stockholder of record at the time of his/her notice, maintains his/her
stock ownership so that he/she is entitled to vote at the annual stockholders’ meeting and adheres to the Bylaws’
procedures and requirements, shall be entitled to present business for consideration at such meeting. In order to
present business for consideration at an annual stockholders’ meeting, a stockholder must submit a notice which
sets forth a description of the nature of the business to be considered, the stockholder’s name and address as it
appears in the records of the Company, the number of shares beneficially owned and any material interest of the
stockholder in the business sought to be included. In order to be timely, the notice must be received by the
Company’s Secretary at the principal executive office of the Company not less than 90 days prior to the
anniversary of the preceding annual meeting. These requirements are separate and apart from and in addition to
the SEC’s requirements that a stockholder must comply with in order to have a stockholder proposal included in
the Company’s proxy materials.

A copy of the full text of the Company’s Amended and Restated Bylaws may be obtained upon written
request to the Company’s Secretary at the address provided above.

STOCKHOLDER PROPOSALS FOR 2009 ANNUAL MEETING

Stockholder proposals intended to be presented at Deltic’s 2009 Annual Meeting of Stockholders must be
received by Deltic’s Secretary no later than January 23, 2009. Such proposals must meet the requirements set
forth in the Company’s Bylaws, as well as, in order to be eligible for inclusion in the Company’s 2009 proxy
materials, applicable rules and regulations of the SEC.

STOCKHOLDER, EMPLOYEE, AND INTERESTED PARTY
COMMUNICATION WITH DIRECTORS

As set forth in the Company’s Corporate Governance Guidelines, it is the policy of the Board of Directors
that stockholders, employees, and other interested parties be able to communicate directly with members of the
Board of Directors, including non-management and independent directors. All communications should be
directed to the Company’s Secretary, at the Company’s principal executive offices, 210 East Elm Street,

El Dorado, Arkansas 71730, and should prominently indicate on the outside of the envelope that it is intended
for a specified director or to the non-management or independent directors of the Company as a group. Each
communication intended for a director and received by the Secretary which is related to the operation or
governance of the Company, and is not otherwise commercial in nature, will be promptly forwarded to the
specified party following its clearance through normal security procedures. Employees of the Company may also
utilize this communication procedure. Alternatively, employees may, if they so desire, utilize the confidential
and/or anonymous procedures to send written, electronic, or toll-free telephonic communications through a third
party as established under the Company’s “whistle-blower” policy. Communications under the whistle-blower
policy are initially directed to the Chairman of the Board of Directors’ Audit Committee.

THE COMPANY

The Company was incorporated in Delaware on September 4, 1996, in anticipation of the spin-off by
Murphy Oil Corporation of its farm, timber and real estate business, then conducted by Deltic Farm & Timber
Co. Inc., an Arkansas corporation (“Deltic Farm & Timber”). Effective December 17, 1996, Deltic Farm &
Timber was merged with and into the Company, and effective December 31, 1996, Murphy Oil Corporation
distributed all of the shares of the Company's Common Stock.




THE BOARD OF DIRECTORS

The responsibility and authority for managing the business of the Company rest with its Board of Directors,
who are elected by the Company’s stockholders. The Board of Directors sets strategic policy, approves business
plans, and delegates authority to execute its policies and plans to the President and Chief Executive Officer.
During 2007, Deltic’s Board of Directors held six meetings. Also during the year, the Board’s Audit Committee,
Executive Committee, Executive Compensation Committee and Nominating and Corporate Governance
Committee, held eight, six, three and five meetings, respectively. All of the Company’s directors attended at least
75 percent of Board of Directors and their respective committee meetings. It is the policy of the Board of
Directors that directors attend stockholder, Board of Directors and committee meetings unless extenuating
circumstances make such attendance impracticable. All of the Company’s directors attended the Company’s
2007 Annual Meeting of Stockholders, except for O.H. Darling, Jr.

On February 15, 2007, the Company announced several changes to its Board of Directors. A
recommendation from the Board’s Nominating and Corporate Governance Committee was unanimously
approved and a new director was elected to each of the three classes of the Board. The new directors and their
respective Board Class are Randolph C. Coley — Class II, David L. Lemmon — Class III, and Robext B. Tudor,
I -Class 1.

Alex R, Lieblong, a founding member of the Company’s Board, retired from Board service effective
February 15, 2007, and John C. Shealy, another founding member of the Board, retired from Board service when
his term of office expired at the Annual Meeting of Stockholders on April 26, 2007. The Company also
announced that O.H. Darling, Jr., a founding member of the Company’s Board, will not seek re-election to the
Board and will retire from Board service when his term of office expires at this year’s Annual Meecting of
Stockholders on April 24, 2008.

COMMITTEES

To assist in fulfilling its responsibilities, Deltic’s Board of Directors has established four principal
committees: the Audit Committee; the Executive Committec; the Executive Compensation Committee and the
Nominating and Corporate Governance Committee. These committees are briefly described as follows:

The Audit Committee (the “Committee”) meets regularly with the Company’s independent auditors and
internal auditor to assist the Board of Directors in fulfilling its oversight responsibility relating to the integrity of
the Company’s financial statements and other public disclosures, and the Company’s compliance with legal and
regulatory requirements, as well as assessing the qualifications, performance and independence of the
Company's independent auditors and the performance of the Company’s internal audit function. The Committee
is responsible for selecting the Company's independent auditors. The Committee also negotiates and, approves
all audit, audit-related and non-audit fees of the independent auditors. The Committee is chaired by Mr. Roach
with its other members being Messrs. Coley, Pierson, Lemmon and Tudor. Each member of the Committee has
been affirmatively determined by the Board of Directors to be “independent” under applicable criteria for
Committee membership under Section 10A-3 of the Securities Exchange Act of 1934, as amended, and
Section 303A of the NYSE's Corporate Governance rules, and to meet financial literacy standards. In addition,
the Board of Directors has designated Mr. Roach as the Committee’s “financial expert” based upon his
professional experience and attributes. The Committee’s written charter was updated in December 2003 and
adopted by the Company’s Board of Directors. A copy of the Committee’s written charter is attached hereto as
Appendix A 1o this Notice of Meeting and Proxy Statement, and can be accessed on the Company’s website at
www.deltic.com under the Corporate Governance part of the Investor Relations section. Please sec pages 47

; through 48 of this Proxy Statement for the Committee’s 2007 report. A copy of the charter will be: mailed to
| stockholders who have requested the same in writing to the Company’s Secretary at the address listed above.




The Executive Committee (the “Committee’) generally meets in the months that no meeting of the Board
of Directors is scheduled and acts as surrogate for the Board of Directors by maintaining surveillance over
operations and exercising the general powers of the Board of Directors when the Board of Directors is not in
session. The Committee does not have the power, among other things, to: declare dividends; issue stock; amend
the Bylaws; or, approve any merger or share exchange. The Committee is chaired by Mr. Nolan with its other
members being Messrs, Dillon, Darling, Murphy and Roach. Except for Mr. Dillon, each member of the
Committee has been affirmatively determined by the Board of Directors to be “independent” under applicable
criteria established in Section 303A of the NYSE's Corporate Governance rules.

The Executive Compensation Committee (the “Committee™) represents for some matters and otherwise
acts to assist the Board of Directors, in other matters, in fulfilling its oversight responsibility for the Company,
including specifically to oversee the Company’s equity-based and other compensation and benefits plans and
policies. The Committee administers the Company’s annual incentive and stock incentive plans and is authorized
under the stock incentive plans to make awards of incentive and non-qualified stock options, restricted stock,
performance units and other types of awards permitted under the plans. The Committee also acts upon the
recommendations of the Nominating and Corporate Governance Committee regarding equity-based
compensation for the Company’s non-employee directors under the Company’s 2002 Stock Incentive Plan.
Additionally, the Committee reviews the performance levels of Deltic’s executive officers and determines base
salaries and short and long-term incentive awards for such executive officers, including the Company’s President
and Chief Executive Officer. Further, the Committee reviews and reports to the Board of Directors on the
Company’s succession planning. The Committee is chaired by Mr. Murphy, with its other members being
Messrs. Nolan, ex officio, Pierson, Roach, Tudor, Lemmmon and Rev. Keller. Each member has been affirmatively
determined by the Board of Directors to be “independent” under applicable criteria established in Section 303A
of the NYSE’s Corporate Governance rules. A written charter for the Committee has been adopted by the Board
of Directors and can be accessed on the Company’s website at www.deltic.com. under the Corporate Governance
part of the Investor Relations section. A copy of the charter will be mailed to stockholders who have requested
the same in writing to the Company’s Secretary at the address listed above.

The duties of the Board of Directors’ Nominating and Corporate Governance Committee (the
“Committee”) include: the identification of individuals qualified to become directors and recommendation to the
Board of Directors of nominees for election at the next annual or special meeting of stockholders at which
directors are to be elected, or to fill vacancies or newly created directorships that may occur between such
meetings; recommendation of directors for appointment to the committees of the Board of Directors; oversight of
the evaluation of the Board of Directors and each of its committees and members; establishment of the cash
component of compensation of non-employee directors and recommendation to the Board’s Executive
Compensation Committee of equity components of compensation of the non-employee directors of the Company;
and, the review, suggestion of changes to and oversight of compliance with the Company’s Corporate
Governance Guidelines and Code of Business Conduct and Ethics. More specific responsibilities of the
Committee on governance related matters include: the evaluation of the appropriateness of continued
membership on the Company’s Board of Directors upon a change in circumstance in and to professiconal roles
and responsibilities of a director, or upon a director deciding to serve on another corporate or not-for-profit/tax
exempt board or government or advisory group that would be expected to require a significant devotion of time
by such director; the review of any requests for waivers from provisions of the Company’s Cade of Business
Conduct and Ethics; the review of situations that may involve a potential conflict of interest on the part of a
director; and, the review of and authority to approve or disapprove all proposed related party transactions
between the Company and its directors. The Committee is chaired by Rev. Keller with its other members being
Messrs. Darling, Murphy, Nolan, ex officie, Roach and Coley. Each member has been affirmatively determined
by the Board of Directors to be “independent” under applicable criteria established in Section 303A of the
NYSE’s Corporate Governance rules. A written charter for the Committee has been adopted by the Board of
Directors, and can be accessed on the Company’s website at www.deltic.com under the Corporate Governance
part of the Investor Relations section. A copy of the charter will be mailed to stockholders who have requested
the same in writing to the Company's Secretary at the address listed above.
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CORPORATE GOVERNANCE

Preceding sections of this Proxy Statement have referenced the determination of the Board of Directors
regarding the “independence” of the Company’s directors, the Company’s Code of Business Conduct and Ethics
and Corporate Governance Guidelines. This section provides additional information concerning these subjects.

Annually, or if the circumstances dictate a more frequent basis, the Board of Directors considers the
independence of each director. To be considered independent, a director must be affirmatively determined by
resolution to have no material relation with the Company other than as a director. In each case, broad
consideration is given to all relevant facts and circumstances, not only as to the respective director, but also as to
persons or organizations with which the director has an affiliation. Consistent with published commentary by the
NYSE regarding determinations of independence, the Board of Directors has deemed that a primary
consideration is independence from the Company’s management, so that the Board of Directors’ essential
oversight role over the affairs of the Company is not compromised due to any such relationship. Ownership of
even a significant amount of the Company’s stock, by itself, is not viewed as a bar 1o an independence
determination, but rather, stock ownership by the Company’s directors is encouraged in order to align directors’
interests with those of all stockholders and to provide additional incentive for proper and effective stewardship.

Categorical standards adopted by the Board of Directors to assist in its determinations are: (a) A director
will not be determined to be independent if, (i) within the preceding three years, the director was an employee of
the Company or an immediate family member was employed by the Company or its subsidiaries as an executive
officer, or (ii) the director or an immediate family member is currently a partner (or employee whe participates in
the audit of or tax compliance for the Company) of the Company’s independent auditor, or was within the last
three years (but is no longer) the director or an immediate family member was a partner or employee of such firm
and personally worked on the Company’s audit within that time, or (iil) if any executive officer of the Company
was a member of the compensation committee of the board of directors of a company that employed either the
director or an immediate family member of the director as an executive officer; (b) A director will not be
determined to be independent if the director or an immediate family member has received more than $100,000 in
direct compensation (not including director and committee fees) from the Company during any twelve month
period within the last three years; (c) A director will not be determined to be independent under applicable
standards for Audit Committee membership if the director or the director’s immediate family members and/or
affiliates have received during the last three years any consulting, advisory or other compensatory fee from the
Company and its subsidiaries other than director and committee fees, or if the director is an affiliated person of
the Company owning 10 percent or more of the Company’s stock; and, (d) A director will not be cletermined to
be independent if the director is an employee of, or whose immediate family members is a current executive
officer of, another company that has made payments to or received payments from the Company for property or
services in an amount that in any of the last three fiscal years exceeds the greater of $1,000,000 or two percent of
the other company’s consolidated gross revenues.

During its deliberations regarding director independence, in addition to the categories and factors identified
above, and even though they did not approach the dollar threshold cited in category (d) above, the Board of
Directors also reviewed the extent of all commercial relationships, including immaterial relationships, between
the Company and its directors and their respective immediate family members and affiliates. Lanc management
services provided by the Company on the same terms and conditions as for all land management clients were
specifically reviewed and determined to be immaterial relationships.

Following its deliberations, the Board of Directors affirmatively determined that Messrs. Coley, Darling,
Lemmon, Murphy, Nolan, Pierson, Roach, Tudor and Reverend Keller met applicable standards, and each was
determined to be independent. In addition, specific consideration of the enhanced independence requirements for
members of the Company’s Audit Committee was made and all members of the Audit Committee were
determined to be independent and financially literate under applicable SEC and NYSE requirements. The Board
of Directors also discussed the professional experience and attributes of Mr. Roach and designated him as the

6




Audit Committee’s “financial expert”. Further, the Board of Directors determined that Mr. Roach’s service as
chairman of the Audit Commiittee of another public company would not impair his ability to effectively serve on
and chair the Company’s Audit Committee.

All of Deltic’s directors and employees, including its President and Chief Executive Officer, Chief Financial
Officer, and Principal Accounting Officer are required to adhere to the provisions of the Company’s Code of
Business Conduct and Ethics (the “Code™). The Code addresses areas of professional conduct deemed to be
essential in carrying out the Company’s business in a legal and ethical manner. Specific areas included are
employment practices, conflicts of interest, and protection of confidential information and prohibition of its use
for personal gain, as well as strict adherence to all laws applicable to the conduct of Deltic’s business. Under the
Code, employees are required to report any conduct they believe to be an actual or apparent violation of the
Code. Biannual certifications of compliance with the Code are required. No waivers to the provisions of the Code
have been requested, but should any waivers to the provisions of the Code ever be allowed by the Board of
Directors’ Nominating and Corporate Governance Committee, such action will be promptly posted on the
Company’s website, www.deltic.com under the Corporate Governance part of the Investor Relations section, and
disclosed in a current report on Form 8-K that will be filed with the SEC. The Code can be accessed on the
Company’s website at www.deltic.com under the Corporate Governance part of the Investor Relations section. A
copy will be mailed to stockholders who have requested the same in writing to the Company's Secretary at the
address listed above.

Deltic’s Board of Directors has also adopted written Corporate Governance Guidelines (the “Guidelines™)
that along with the Bylaws of the Company, its policies and procedures, and the charters of the Board of
Directors’ committees provide the framework for the governance of the Company. The Guidelines provide
generally, that the Company’s business is conducted by its employees, managers and officers under the direction
of the President and Chief Executive Officer and the oversight of the Board of Directors to enhance the value of
the Company for its stockholders. The guidelines address several important subjects, including: composition of
the Board of Directors and criteria for membership; directer qualifications; bifurcation of the duties of Chairman
and President and Chief Executive Officer; conflicts of interest and prohibition of loans; director responsibilities,
including participation and preparation for meetings; director access to management and employees and authority
to hire independent legal, financial or other advisors; director orientation and continuing education; evaluation of
management performance and succession; stockholder, employee, and other interested party communication with
directors; and, annual performance evaluations of the Board of Directors, each of the Board of Directors’
committees and each individual director. The Guidelines also codify the Company’s practice of conducting
routine executive sessions of the non-management, and if different, independent members of the Board of
Directors. Mr. Nolan, the non-employee Chairman of the Board of Directors, has been affirmatively determined
1o be independent, and presides at all such executive sessions of the Board of Directors. Should Mr. Nelan’s
independence status change, the Guidelines establish procedures for selection of an appropriate director to
preside at such executive session meetings. The Guidelines can be accessed on the Company’s website at
www.deltic.com under the Corporate Governance part of the Investor Relations section. A copy will be mailed to
stockholders who have requested the same in writing to the Company’s Secretary at the address listed above.

ELECTION OF CLASS III DIRECTORS
(ITEM 1 ON PROXY CARD)

The Board of Directors currently consists of ten members, although this will decrease to nine members
following Mr. Darling’s retirement as a director on April 24, 2008. Direciors are divided into three Classes, as
equal in number as possible. Directors hold office for staggered terms of three years {or less if they are filling a
vacancy) and until their successors are elected and qualified. One of the three classes is elected each year to
succeed the directors whose terms are expiring. Except for Mr. Lemmon, who was one of the new directors
elected to the Board of Directors on February 15, 2007, the directors in Class ITI were elected at the 2005 Annual
Meeting to serve for a term expiring at the Company’s Annual Meeting in the year 2008 and will stand for
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re-clection for a three-year term at this year's meeting. Except for Mr. Tudor, who was one of the new directors
elected to the Board on February 15, 2007, the directors in Class [ were elected at the 2006 Annual Meeting to
serve for a term expiring at the Company’s Annual Meeting in the year 2009. The directors in Class Il were
elected at the 2007 Annual Meeting to serve for a term expiring at the Company’s Annual Meeting in the year
2010. '

Deltic’s Board of Directors has proposed the following nominees for election as directors at the 2008
Annual meeting:

NOMINEES FOR CLASS I DIRECTORS
With Terms Expiring at the Annual Meeting in the Year 2011;

Christoph Keller, HI
David L. Lemmon
R. Madison Murphy

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF THE ABOVE-
NAMED NOMINEES AS DIRECTORS FOR A TERM OF THREE YEARS,

Information is provided below with respect to each nominee for election and for each director whose term
expires in subsequent years. Should one or more of these nominees be unavailable to accept nomination or
election as a director, the individuals named as proxies on the enclosed proxy card will vote the shares that they
represent for the election of such other persons as the Board of Directors may recommend unless the Board of
Directors reduces the number of directors. The Board of Directors knows of no reason why any of the nominees
will be unavailable or unable to serve if elected.

NOMINEES FOR ELECTION AS DIRECTORS
Class [II—Terms Expiring in 2011

Reverend Christoph Keller, I11, 53, has been a director since December 17, 1996. Rev. Keller has been an
Episcopal priest since 1982, and is currently Theologian-in-Residence for St. Margaret’s Episcopal Church in
Little Rock, Arkansas. Rev. Keller is also a member of the Board of Directors of Inglewood Land and
Development Company of Alexandria, Louisiana and is one of the managing members of Keller Enterprises,
L.L.C. Rev. Keller serves as Chairman of the Board of Directors’ Nominating and Corporate Governance
Committee, and as a member of the Board of Directors’ Executive Compensation Comnittee.

David L. Lemmon, 66, was elected to fill a newly created position ‘on the Company’s Board of Directors on

Februvary 15, 2007. Mr. Lemmon served as President and Chief Executive Officer of Colonial Pipeline from
November 1997 until his retirement in March 2006. Prior to his tenure at Colonial Pipeline, Mr, Lemmon held
various positions with Amoco Corporation over thirty-two years. Mr. Lemmon was elected as a director of

‘ Pacific Energy from July 2002 until the company was sold in November 2006, and served on that company’s

| Audit, Conflicts, and Nominating and Compensation committees. Mr. Lemmon is currently a member of the

| Board of Directors for Kirby Corporation and Teekay Offshore Partners where he serves on the Audit Committee

. and Audit and Conflicts Committees, respectively, for the two companies. Mr. Lemmon serves as a member of

I the Board of Directors’ Audit Committee and the Executive Compensation Committee.

| R. Madison Murphy, 50, has been a director since December 17, 1996. Mr. Murphy is currently the
Managing Member of Murphy Family Management, LL.C and Managing Partner of Hard Bargain Farms.
Mr. Murphy is a director of Murphy Oil Corporation where he chairs that company’s Audit Committee and is a
member of its Executive Committee and also is a director of BancorpSouth, Inc. and serves on thzt company’s
Audit Committee. Mr. Murphy serves as Chairman of the Board of Directors’ Executive Compensation
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Committee and as a member of the Executive Committee and the Nominating and Corporate Governance
Committee.

DIRECTORS WHOSE TERM OF OFFICE CONTINUE
Class [—Terms Expire in 2009

Ray C. Dillon, 52, has been the Company’s President and Chief Executive Officer and a director since
July 1, 2003. Mr. Dillon has 29 years experience in the paper and forest products industry and served from April
2000 through December 2002, as Executive Vice President of Gaylord Container Corporation. Previously, he
served as that company’s Vice President of Primary Production from April 1997. Mr. Dillon serves on the Board
of Directors’ Executive Committee.

Robert C. Nolan, 66, has been the Company’s non-employee Chairman of the Board of Directors since
December 17, 1996, For the past 36 years, Mr. Nolan has been Managing Member of Munoco Company L.C., an
Arkansas limited liability company, engaged in, among other activities, the exploration for and production of oil
and gas and timberland management. Mr. Nolan has over 34 years experience in timberland management.

Mr. Nolan is also a director of BancorpSouth, Inc. and serves on that Company’s Executive, Executive
Compensation and Nominating committees. Mr. Nolan is Chairman of the Board of Directors’ Executive
Committee, and by virtue being Chairman of the Board serves as an ex officio member of all other committees of
the Board of Directors, except the Audit Committee. As an ex ¢fficio committee member, Mr. Nolan is vested
with full rights, privileges, and responsibilities, including voting rights.

Robert B, Tudor, III, 49, was elected to fill a vacancy on the Company’s Board of Directors on
February 15, 2007, Mr, Tudor has been the Chief Executive Officer and a partner of the investment banking firm
of Tudor, Pickering & Co. since 2006. Prior to the formation of Tudor, Pickering & Co., Mr. Tudor worked for
Goldman Sachs where he served as a Managing Director in its London, England, and later its Houston, Texas
offices from August 2000 through May 2005. Mr. Tudor serves as a member of the Board of Directors” Audit
Committee and Executive Compensation Committee.

Class [I-—Terms Expire in 2010

Randolph C. Coley, 61, was elected to fill a newly created position on the Company’s Board of Directors
on February 15, 2007. Mr. Coley is a partner in the Houston, Texas office of the King & Spaiding LLP law firm
where his practice is concentrated in the areas of corporate and securities law. Mr. Coley was managing partner
of the firm’s Houston office from 2001 to 2005. Mr. Coley serves as a member of the Board of Directors’ Audit
Committee and Nominating and Corporate Governance Committee.

R. Hunter Pierson, Jr., 56, has been a director since December 16, 1999. Following ten years as a
commercial lending officer at a large bank, Mr. Pierson has been engaged since 1981 in private investments,
including timberlands, commercial real estate development, and securities, Mr. Pierson serves as a member of the
Board of Directors® Audit Committee and Executive Compensation Committee.

J. Thurston Roach, 66, has been a director since December 18, 2000. Mr. Roach has been engaged since
2002 in private investments. Previously he served as President, Chief Executive Officer, and a director of
HaloSource Corporation, (2000-2001) and as Chief Financial Officer and Senior Vice President of Owens
Corning (1998-2000). From 1979 to 1998, Mr. Roach served in a variety of executive positions with Simpson
Timber Company and its successor, retiring as Vice-Chairman. Mr. Roach has been a director of Pope Resources
since March 2003 where he chairs that Company’s Audit Committee and is a member of its Human Resources
Committee. Mr, Roach is also a director of CellFor Inc., a Canadian company and NBBJ Design LLP, a Seattle,
Washington partnership. Mr. Roach serves as Chairman of the Board of Directors’ Audit Committee, and as a
member of the Board of Directors’ Executive Committee, Nominating and Corporate Governance Committee
and Executive Compensation Committee. The Board of Directors has designated Mr. Roach as the Audit
Committee’s financial expert.




CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Messrs. Murphy, Nolan and Rev. Keller are first cousins and Mr. Pierson is the spouse of a first cousin of
Messrs. Murphy, Nolan and Rev. Keller. These four directors, their spouses, and members of their extended
families directly or indirectly own in the aggregate approximately 26 percent of the outstanding stock of the
Company. The members of these extended families cover four generations and number in excess of a hundred
individuals. There is no formal or informal agreement to act in concert or as a group regarding each family
member’s investment in the Company. No member of these extended families is employed by the Company. See
also “Ownership of Directors and Officers” on page 12 of this Proxy Statement.

The Nominating and Corporate Governance Committee, pursuant to its charter, reviews all related party
transactions and determines whether such transactions are appropriate for the Company to undertake. In addition,
each January, every officer and director receives a questionnaire, which asks questions, among other things,
relating to possible relationships, transactions and indebtedness that could lead to a reportable related party
transaction. [n 2007, no reportable transactions occurred.

The Company also manages timberltand for third parties, which include certain directors or companies in
which they hold a direct or indirect material interest. Such directors or companies pay fees to the Company
related to the timberland management (on a per acre charge), silviculture {administrative fee) and/or timber sales
(commission percentage}. The fees paid are based upon the same rates charged to any other non-related third
party. In 2007, no fees paid to the Company by the affected directors or their companies, on an individual basis,
exceeded the threshold amount of $120,000.

COMPLIANCE WITH SECTION 16(a) OF THE EXCHANGE ACT

Under the securities laws and regulations promulgated thereunder, the Company’s directors and executive
officers are required to report their beneficial ownership (as defined in such laws and regulations) of the
Company’s Common Stock and any changes in that ownership to the SEC and NYSE. Specific due dates for the
reports have been established and the Company is required to report in this Proxy Statement any failure to file by
said due dates. Based solely upon a review of Form 4s filed during the year 2007, Form 5s filed with respect to
such year and information provided in an annual Directors and Officers Questionnaire, each of the Company’s
directors and executive officers satisfied their filing requirements for 2007,

CERTAIN STOCK OWNERSHIP

The following tables sets forth information, by the categories listed, concerning beneficial ownership of
Common Stock of the Company with respect to (i) each person or entity who has filed reports with the Company
pursuant to applicable SEC rules disclosing ownership of as much as five percent of the Companyv’s Common
Stock, (ii) for each director (including those nominated for re-election), (iii) each of the named executives listed
in the “Summary Compensation Table” on page 30 of this Proxy Statement, and (iv) directors and officers as a

group.
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OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

Amount and
Nature of beneficial
Name and Address of Beneficial Owner Ownership(1) Percentage
Advisory Research, Inc. ' 1,161,108(2) 9.06%

180 North Stetson Street, Suite 5500
Chicago, IL 60601

Third Avenue Management , LLC 1,105,190(2) 8.62%
622 Third Avenue, 32nd Floor
New York, New York 10017

T. Rowe Price Associates, Inc. 1,069,400(3)  8.35%
100 E. Pratt Street
Baltimore, Maryland 21202

Keely Asset Management Corporation 975,922(4) 7.62%
401 South LaSalle Street
Chicago, IL 60605

Arnold and S. Bleichroeder Advisers, LL.C 643,034(2) 5.02%
1345 Avenue of the Americas
New York, New York 10105

(1)

(2)

(3

4)

Includes Common Stock for which the indicated owner has a sole or shared voting or investment power and
is based on the indicated owner’s 13G filing for the period ended December 31, 2007. Percentage ownership
is as of December 31, 2007.

An investment adviser registered under the Investment Advisers Act of 1940 holding sole voting and
disposition power of the shares listed.

These securities are owned by various individual and institutional investors, including T. Rowe Price
Small-Cap Value Fund, Inc. which owns 685,300 shares, representing 5.3% of the shares outstanding, which
T. Rowe Price Associates, Inc. (Price Associates) serves as investment adviser with power to direct
investments and/or sole power to vote 351,600 shares. For purposes of the reporting requirements of the
Securities Exchange Act of 1934, Price Associates is deemed to be a beneficial owner of such securities;
however, Price Associates expressly disclaims that it is, in fact, the beneficial owner of such securities.

An investment adviser registered under the Investment Advisers Act of 1940 holding sole dispositive power
for all shares listed and sole voting power as to 919,642 of the shares listed.
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OWNERSHIP OF DIRECTQORS AND OFFICERS (1)

Voting and
investment
Personal, power only, | Subject to
with full Spouse and and not options Percent of
voting and |Personal, as other included in |exercisable outstanding
investing | beneficiary | household other within (if greater
Name power (2) | of trust(s) |members (3)( columns (4) | 60 days Totsal than 9%)
Randolph C. Coley 2.750 e — —_ — 2,750 —
0. H. Darling, Jr. 2,750 — — — 3,000 5,750 —
Ray C. Dillon 41,104 99 — — 34,021 75,224 —
Rev. Christoph Keller, III 47,642 | 63,980 2,466 |111,353(5) 6,000 231,441 1.9%
2 [David L. Lemmon 2750  — — —_ _ 2750 —
g R. Madison Murphy 52,176 | 135,907 27,709 (652,144(6)| 6,000 873,936 7.0%
Robert C. Nolan 105.122 —_ 2,695 |175,689(7)| 6.000 | 289506 2.3%
R. Hunter Pierson, Jr. 33,502 — 107,453 {241,961(8)| 6,000| 388,916 3.1%
I. Thurston Roach 5,750 — — — 6.000 11,750 —
Robert B. Tudor, 11 2,750 —_ — —_— — 2,150 -—
Kenneth D. Mann 7.524 661 — — 3,745 11,930 —
§ |KentL. Streeter 14,547 — — — 5869 | 20416] —
g
©  |David V. Meghreblian 15.886 4,678 —— — 22315 42879 —
Byrom L. Walker 1,376 — —_ — 215 1.591 —_
"§ § Clefton D. Vaughan 15,799 9915 | — aam 39,135 64,849 —
g g
& O | W. Bayless Rowe 33,315 2,866 300 — 9,528 46,009 —
_ | All directors, together with
< seven named executives. as a
group 384,743 | 218,106 | 140,623 | 1,181,147 147.828 |2,072,447 16.6%
(1) Share totals and percentage of outstanding are as of February 29, 2008 based on total outstanding shares of

(2)

3
4

12,456,156.

Included are shares of “time based restricted stock,” and/or “performance based restricted stock” awarded in
February 2005, 2006, 2007 and 2008 pursuant to the Company’s 2002 Stock Incentive Plan. Such shares are
subject to time and to time and performance vesting requirements, respectively, but the recipients are
entitled to vote the shares represented by the awards upon their grant and receive dividends declared on the
Common Stock of the Company. The amounts of these categories of stock for each individual are: Dillon
28,204 shares; Mann 7,119 shares; Streeter 10,521 shares; Meghreblian 8,214 shares; Walker 1,376 shares;
Vaughan 6,243 shares; Rowe 7,355 shares; Messrs. Coley, Lemmon, Tudor, Keller, Murphy, Nolan, Pierson
and Roach 2,750 shares each; Mr. Darling, 1,750 shares.

Includes shares directly owned and shares owned as beneficiary of trust(s).

Includes shares held as a trustee for others and shares owned by a corporation or other organization of which
the named person or an immediate family member is an officer, director, partner or member, and has sole or
shared investment power.
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(5) Includes shares for which Rev. Keller is trustee and/or co-trustee under a family trust. Beneficial ownership
is expressly disclaimed.

(6) Includes shares for which Mr. Murphy is co-trustee (215,628) for the benefit of others, and shares held by
the Murphy Foundation (57,211) of which he is President. Beneficial ownership is expressly disclaimed.
Also includes 380,397 shares held by a limited partnership of which Mr. Murphy shares voting and
investment power as a member of an LLC, which is the General Partner. Included in the 380,397 shares are
31,717 shares in which Mr. Murphy has beneficial interest as well as 1,091 shares in which Mr, Murphy’s
spouse and children have beneficial interest that are listed in the “spouse and other household members”
column and have been subtracted.

(7) Includes shares for which Mr. Nolan is co-trustee for the benefit of others, shares held by the Nolan
Foundation (6,915), and shares held by the Theodosia Murphy Nolan Trust B (15,670). Beneficial
ownership is expressly disclaimed. Does not include 2,695 shares held by Mr. Nolan’s spouse, which is
reported in the “spouse and other household members™ column.

(8) Mr. Pierson’s spouse shares investment authority by virtue of being an officer and director of a private
company which serves as general partner to family limited partnerships. Beneficial interest is disclaimed.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

Overview of the Company’s Compensation Program

The ultimate responsibility for structuring, implementing, and overseeing the compensation programs of
Deltic Timber Corporation (the *Company™) lies with its Board of Directors (the “Board”). The Executive
Compensation Committee (the “Committee”) of the Company’s Board represents for some matters, and in other
matters, acts to assist, the Board in fulfilling its compensation-related responsibilities. For additional information
regarding the Committee, please refer to its description on page 5. Throughout the year ended December 31,
2007, except as noted otherwise, the members of the Committee were: R. Madison Murphy, Chairman;
Reverend Christoph Keller, I1I; Robert C. Nolan, ex officio; R. Hunter Pierson, Jr.; J. Thurston Roach; David L.
Lemmon (since February 15, 2007) and Robert B. Tudor, Il (since February 15, 2007). All Committee members
are directors appointed by the Board, and affirmatively determined to meet the independence requirements
established in Section 303A of the NYSE Corporate Governance rules. The Committee, in consideration of the
Company’s co'mpensation philosophy and objectives, established the total compensation paid to the Company’s
employees in fiscal 2007 of whom five are its most highly compensated executives, including the Company’s
Chief Executive Officer and Chief Financial Officer, and two executives who retired during fiscal 2007.
Throughout this Compensation Discussion and Analysis, these five most highly compensated executives and two
retired executives, as listed in the Summary Compensation Table, are referred to as the “Named Executive
Officers™.

Compensation Philosophy and Objectives

The Company’s basic compensation philosophy is that an effective executive compensation program must
be fair and reasonable, but also competitive. It must also be structured with the objectives to (i) atiract talented,
competent, and resourceful executives capable of leading a resource-challenged company in meeting its fair, but
aggressive performance targets, (2) reward achievement of Company strategic objectives and goals, (iii) retain
executive talent through the use of such compensation features as vesting requirements and competitive
retirement and benefit programs that encourages and rewards tenure, and (iv) align the executive officers’
financial interests with those of the stockholders for the ultimate objective of increasing stockholder value. To
this end, the Committee annually reviews, among other factors, progress toward and/or attainment of strategic
objectives established by the Board, the Company’s periodic operational and financial performance, the
competitiveness of the Company’s compensation program and stockholder returns. Accordingly, the Committee

13




specifically structures how the components of the total compensation, including base salary, various forms of
incentive compensation, equity compensation, and other benefits are to be paid to each of the Namz=d Executive
Officers in furtherance of the Company’s compensation philosophy and objectives.

Structuring Executive Compensation

Based on the foregoing considerations, the Committee ultimately exercises its collective business judgment,
which necessarily entails both objective and subjective elements, in structuring the total compensation paid to the
Named Executive Officers. In an effort to further objectify the structuring of the Company’s executive
compensation programs and in adherence with its philosophy that compensation be fair, reasonable and
competitive, the Committee undertook a comprehensive review of the Company’s compensation programs for all
employees, to include the Named Executive Officers, in 2003. To assist its review, the Committee retained the
services of a compensation consultant, the independent and nationally recognized firm of Mercer Human
Resource Consulting (“Mercer™). Mercer was asked to survey various peer groups (discussed below) and
recommend market-based, position-based levels in the following three areas of compensation, (i) base salary,

(i) non-equity compensation targets, and (iii) equity-based compensation. Each year, Mercer provides the
Company with this data.

In addition to utilizing the data provided by Mercer, each year, the Committee takes into consideration the
following factors in making any compensation decision. These are:
» Position, experience and responsibility of each Named Executive Officer;
» Performance of each Named Executive Officer;

+ Competitiveness of the Company’s compensation program as compared to the Mercer-provided data,
as well as desired position within the compensation peer group; and

« Satisfaction of “total compensation” goal objectives through the use of a variety of multi-faceted
benefit programs.

Position, Experience and Responsibility

In determining the level of benefit for each Named Executive Officer, the Committee takes into account the
nature and responsibility of the respective positions. Therefore, the CEQ, due to the nature of his experience,
duties and responsibilities, receives a larger base salary and greater benefits than a Vice President reporting to
him, who has a narrower scope of responsibilities. However, one Vice President may have a larger base salary
and greater benefits than another officer if the Vice President has more duties, experience and responsibilities
than the other officer. Therefore, the Committee reviews the experience, duties and responsibilities with regard to
each Named Executive Officer to make this determination.

Performance

Compensation decisions, although largely objective under the Company’s compensation philosophy, can be
influenced by good or bad performance as it relates to the Company’s approved budget. Therefore, the
Committee looks to the CEO for his recommendation with regard to each Named Executive Officer, except for
himself. The CEQ's recommendations are, for the most part, subjective, but can influence the Named Executive
Officer’s base salary and equity awards. The Committee will make its own independent review of the CEQ’s
performance.
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Benchmarking

In setting compensation levels, it is important to make sure such compensation levels are competitive in the
industry in which the Company competes. The Committee worked with Mercer to develop a compensation peer
group for benchmarking the Company's compensation programs to those of other, similarly situated companies.
In selecting the peer group companies, consideration was given to the Company’s size and its product markets.
Companies of relatively similar size and/or within the Company’s same product markets were determined to best
represent the Company’s most direct competition for raw materials, products, human resources (including
executive talent), and stockholder investment. Accordingly, the peer group developed by Mercer and the
Committee consists of relevant cross sections from within three distinct subset groups, which are: (1) a group of
large forest products peer companies; (2) a group of small forest products peer companies; and (3) a group of
relevant multiple survey sources developed from Mercer’s proprietary database. As recommended by Mercer,
and selected by the Committee, the companies currently comprising the Committee’s compensaticn peer group
are listed as follows:

Bowuer,fne. ____ ____lLowisanaPacificCop. ____ Rayomerdne |
}Buckcyc Technologies,Inc. ~ Maxxam, Inc. ~ St.JoeCo.

LC_a_::qu_slgul Industries, Inc. ___ MeadWestvaco Corp. Schweitzer-Manduit Int’l, Inc. J'
CSS Industries, Inc. Neenah Paper Temple-Inland, Inc.
;ggl}a Pine & Land Co. Plum Creek Timber, Inc. Wausau Paper Corp. |
rGla;fVelrtgrﬂ S Pope & Talbot, Inc _ WeyerhaeuserCo.
tlnicm:ltiggai Paper Company Potlatch Corp. L

After it was developed in 2003, the compensation peer group became the primary factor that the Committee i
has employed in structuring fair, reasonable, and competitive levels of total compensation for the Company’s
employees including its Named Executive Officers. This group represents the “market” from which the
Committee benchmarks a fair value to be paid for human capital, including executive talent. Generally, as a
matter of business judgment, the Committee seeks to maintain levels of total compensation for each of the
Named Executive Officers that will be near the median of that provided to their peers by the companies within
the compensation peer group. The median information is determined and reported annually by Mercer, which
employs guantitative methods of statistical and actuarial data analysis of various forms of publicly reported
market information as well as from its own internally generated data. Mercer also provides its own qualitative
observations regarding compensation to the Committee.

Total Compensation Goal

As will be explained in more detail in the following section, the Committee takes into consideration the
above factors when it creates a total compensation package for each Named Executive Officer to accomplish its
compensation phitosophy. The Committee annually reviews the data and information provided by Mercer during
its February meeting when making compensation decisions regarding the Company’s Named Executive Officers.
The review entails, in part, the use of tally sheets, which show a historical summary of base salary, annual bonus,
and equity awards for each Named Executive Officer. Such are useful, when reviewed against individual |
performance, in determining the extent and justification for awarding increases in the various components of total
compensation and in setting incentives for the Company’s Named Executive Officers.

The various allocations of base salary, performance-based non-equity incentive compensation, long-term
equity-based compensation, and other forms of compensation paid to each of the Named Executive Officers !

represent the collective business judgment of the Committee made in the furtherance of the Company’s operating
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objectives. Accordingly, the allocated percentage of each compensation component, in relation to the total
compensation paid, will vary with each of the Named Executive Officers and may vary from year to year. These
differences may reflect a restructuring of a Named Executive Officer’s total compensation in response to changes
in the Company’s operating objectives, or changes in the compensation peer group’s practices, but may also
merely reflect the individual’s personal vesting and exercise of equity awards previously granted, or assumption
of additional responsibilities. These allocations of compensation are reviewed annually due to the dynamics of
the markets in which the Company operates and competes, and in consideration of updated compensation
consultant data and updated public reports from the Company’s compensation peer group.

In summary, the executive compensation practices and trends of the Company’s compensation peer group,
as reported by Mercer, have a considerable bearing upon how the Committee structures total compensation
packages designed to reward executive performance, retain executive talent, and align the executive officers’
financial interests with those of the Company’s stockholders.
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Base Salary

The primary purpose of the base salary component is to provide the recipient a steady stream of income
consistent with the level of responsibility, qualifications and contribution over time. Base salary is determined
and reviewed annually in February for each Named Executive Officer by the Committee which considers the
following factors: '

¢ The nature and responsibility of the position and salary norms for persons in comparable positions
within the Company’s compensation peer group;

e The expertise, perforrnance and expected future contributions of the individual Named Executive
Officer,

» The competitiveness of the market for the Named Executive Officer; and

* Recommendations of the CEQ (except in the case of his own compensation).

For each Named Executive Officer, specific base salary data of other executives within the Company’s peer
group, and the resulting statistical median level, is provided by Mercer and reviewed by the Committee. The
Committee may adjust the Named Executive Officer’s base salary to (i) reflect changes in the aforementioned
compensation peer group data, (ii) reward performance, and (iii) reflect increased responsibilities and/or
promotions. Adjustments in base salary are usually made effective March 1 of each year unless circumstances
may otherwise dictate (e.g. upon promotion).

During 2007, the base salaries for all Named Executive Officers were changed as follows:

Salary Salary Percentage

NEO 12/31/06 3/1/07 Change
L[l;;y C. Dillon, CEO 3 515000 $ 515000(1) 0.0%
Kenneth D, Mann, CFO $ 142,000 § 200,000 (3) 40.8%
[Kem L. Streeter $ 230,000 $ 241,500 5.0%
David V. Meghreblian $ 182,000 § 188,000 33%
:Byrom L. Walker 3 97,000 % 117,500 3y 21.1%
Clefton D. Vaughan, Retired CFO $ 274000 $ 274000(2) 0.0%
{W. Bayless Rowe, Retired $ 223,000 % 223,000 (1} 0.0%

(1) Messrs. Dillon and Rowe's salaries were not increased because they were at or near the median of the
Company’s compensation peer group.

(2) Mr. Vaughan's salary was not increased due to his impending retirement.

{3) Mr. Mann's salary was increased as normally scheduled, effective March 1, 2007, and Messrs. Mann’s and
Walker’s salaries were substantially increased, effective May 1, 2007, due to their respective promotion into
the CFO and Controller positions,

19




Performance-Based Non-Equity Incentive Compensation

The primary purpose of performance-based non-equity incentive compensation is to motivate and reward
performance and it takes the form of an annual cash payment, paid in arrears, to reward the achievement of
specific Company-wide and/or business segment performance goals during the prior fiscal year. The Company-
wide performance goal for the 2007 fiscal year was a financial measure based on GAAP net income, as set by the
Committee in February 2007. In previous years, the Company used return on capital employed (“ROCE”).
However, in 2007, the Committee concluded that the change to an audited GAAP financial figure would add an
unquestionable component to the calculation of non-equity compensation. In setting the Company’s net income
target, the Committee utilized its collective business judgment in its review and establishment of Company
objectives based on the Company's business plan for the year, along with its key underlying assumptions and
expectations, as well as then-existing (and anticipated) market conditions for the Company’s products. The
calculation of the compensation to be paid to the Named Executive Officers, under the Company’s non-equity
incentive plan, is dependent upon the actual net income figure achieved by the Company for the subject year. The
greater the net income result, the greater the cash award paid to the Named Executive Officers and other
participants in the annual incentive plan.

In structuring the non-equity compensation targets, the Committee determined the nature of the duties
performed by Messrs. Dillon, Mann, Walker, Vaughan and Rowe were pervasive to the Company’s operations.
Accordingly, their targets under the non-equity incentive compensation plan are linked exclusively to the
Company’s net income figure. By contrast, the duties of Messrs. Streeter and Meghreblian are moyre narrowly
focused on the Company’s operations and Real Estate segments, respectively, which in turn significantly impact
the Company’s overall performance. Accordingly, their targets reflect an equal weighting between the
performance of their respective segments and the Company’s overall performance as expressed in the net income
calculation. Each business segment’s operating performance is measured against the business segment’s Board-
approved financial budget, which budget is approved in December before the start of the fiscal year.

In February, 2007, the Committee established the following performance target and pay-out percentages:

Payout (2)
~__ GAAP Net Income (Percentage of award payout(1))
Less Than § 10,600,000 0%
. $ 10,600,000 e 0%
L 3 13,500,000 o 100% B
3 18,625,000 200%

(1) An “award payout” is defined for the CEO as 60% of his annualized salary and for all other officers, except
for the Controller, as 50% of their annualized salary. For the Controller, the full award payout i3 30% of his
annualized salary. “Annualized salary” is defined in footnote 5 to the Summary Compensation Table on
p. 31. The award payout percentages were determined by the Committee to be consistent with the respective
duties and responsibilities of each position.

{(2) For situations where net income falls between any of the three payout levels, the award payout percentage is
interpolated.
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For the year 2007, the Company’s calculated net income of $11.111 million exceeded the thresheld level of
$10.6 million. The difference by which the calculated net income figure exceeded the threshold level yielded an
interpolated bonus payout percentage of 58.81% of target, which provided the non-equity incentive compensation
calculations for the Named Executive Officers as follows:

Actuoal non-equity

_____NeO _ _ _ _ Non-equitycompensationformula ____compensation amount
[B_aygpﬂop,&lfiq, _ . (60% of salary x .5881 payoutpercentage)  _ $I8L723 J
Kenneth D. Mann, CFO ___ (50% of salary x .5881 payout percentage) ~~ ~ § 54,085(2)
{l_(-cm L. Streeter (50% of salary x .485 (Operations segment performance))(.5) + $ 64,789 T
Lm. oo .. .. BUO%of salary x .5881 payout percentage)(.5) kﬁj
David V. Meghreblian {50% of salary x .27 (Real Estate segment performance))(.5) + $ 40,331
oo o . _(50% of salary x .5881 payout percentage(.5y
'.r'-’zy,rme;Walker - _(30%of salary x 5881 payout percentage) _ ____ _ $ 167022) |
Clefton D. Vaughan, retired $ 26,857(1)
CFO (50% of salary x .5881 payout percentage)

—— [

W. Bayless Rowe, retired (50% of salary x .5881 payout percentage} __$.54646(1) |

(1) The non-equity compensation amount for Messrs. Vaughan and Rowe were prorated to their respective
retirement dates of May 1, 2007 and November 1, 2007, respectively.

(2} The non-equity compensation formula for Mr. Mann and Mr. Walker is based upon their current position.

The actual non-equity compensation amount awarded is prorated between the formula for their former
position and the new position.

Long-Term Equity-Based Compensation

As a measure to retain employees and to align their interests, and directors’ interests, with those of the
stockholders, the Company has adopted stockholder-approved equity-based compensation plans. Equity-based
compensation plans are similarly employed by the Company’s compensation peer group for, presumably, the
same reason. The Company currently has no formal requirement for its employees, to include the Named
Executive Officers, or for its directors to hold equity in the Company, but encourages it, as all grants of equity-
based compensation from the Committee have entailed a time vesting requirement. The terms of the particular
form of the grant dictate the rights conferred to the recipient and are issued as an incentive for the recipients,
including the Named Executive Officers, to hold equity in the Company over time in anticipation of realizing
maximum gain with regard to these awards. Because the equity awards conferred under these plans are generally
non-assignable, the Company cuwrrently has no policies regarding hedging agreements for these awards, which
can take the various forms as described in the Company’s two equity-based incentive plans described below.

The 1996 Stock Incentive Plan. The Company’s first equity-based compensation plan, the 1996 Deltic
Timber Corporation Stock Incentive Plan (the 1996 SIP”), was superseded by the Deltic Timber Corporation
2002 Stock Incentive Plan (the “2002 SIP”). As detailed herein at the 2007 Qutstanding Equity Awards At Fiscal
Year-End Table, p. 35, some stock option awards granted to certain of the Named Executive Officers under the
1996 SIP still remain active.

The 2002 Stock Incentive Plan. The Deltic Timber Corporation 2002 Stock Incentive Plan (the “2002 SIP”)
was approved by the Company’s stockholders at its annual stockholders meeting on April 25, 2002 as the
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successor plan to the 1996 SIP. Equity incentive awards granted by the Committee in February 2002 were
granted under the 2002 SIP subject to its approval by the stockholders. Following the approval, no new awards
could be granted under the 1996 SIP. As of December 31, 2007, there were 29,179 shares underlying option
awards granted under the provisions of the 1996 SIP that remained outstanding. Of these 18,929 shares underlie
grants to the Named Executive Officers. The Company filed its registration statement for 1,800,000 common
shares designated for the 2002 SIP with the Securities and Exchange Commission on June 7, 2002,

The Committee administers the 2002 SIP and has broad discretion in the granting of awards including, but
not limited to, the number of shares and provisions regarding grant price, expiration date, exercisability, vesting,
forfeiture, transfer restrictions and payment and the impact, if any, of termination of employment on the
foregoing. Awards that may be granted to the Company’s employees, including its Named Executive Officers,
and its non-employee directors by the Committee include:

(1) Options. The Committee may grant incentive stock options (“ISOs”) or non-qualifie:d stock options,
which are the contractual right to purchase a specified number of shares of the Company’s common stock at
a specified price (the exercise price) within a time period not to exceed ten years after the grant date.
Originally, the Company granted a combination of both ISOs and non-qualified stock options, but has not
issued any ISOs since 1999. Exercise of options, subject to the rules imposed by the Committee, may be
paid in whole or in part in (i) cash, (ii) whole shares of common stock evidenced by negotiable certificates
valued at the fair market value on the date of exercise, (iii) by a combination, or (iv) by such methods of
payment or other consideration as shall be approved by the Committee.

(2) Performance Units. The Committee may grant performance units, subject to the terms of the plan,
which may be payable in cash, stock (to include restricted stock), other securities, or other awards or other
property, and which shall confer on the Participant a contractual right to redeem, in whole or in part, upon
the achievement of such performance goals as the Committee shall establish for the respective performance
period. The Committee determines the performance goals (discussed below) to be achieved, the length of
the performance period, the amount of the performance units granted and the amount of any payment or
transfer to be made pursuant to any performance unit. Thus far, the performance units that have been
granted have been in the form of performance-based restricted stock.

(3) Restricted Stock and Restricted Stock Units. The Committee may grant restricted stock and
restricted stock units, although, to date, only restricted stock has been issued. Shares of restricted stock will
be subject to the conditions as the Committee may impose, which may include prohibitions against selling,
transferring, pledging, assigning or other alienation or hypothecation until such time or until the satisfaction
of such conditions or the occurrence of such events as shall be determined by the Committee either at or
after the time of grant. Participants holding shares of restricted stock may exercise full voting rights with
respect to those shares during the time such are restricted and, subject to forfeiture and transfer restrictions,
be entitled to receive all dividends and other distributions paid with respect to those shares.

* (4) Other Stock-Based Awards. The Committee may grant other stock-based awards including stock
appreciation rights (“*SARs™), rights to dividends, and dividend equivalents, but, to date, has not issued any
such awards. An SAR represents the contractual right to receive, upon exercise, an amount equal to the
excess, if any, of the fair market value of underlying shares over the pre-established exercise price. SARs
may be granted to Participants at such times as shall be determined by the Committee and subject to the
terms and conditions, not inconsistent with the plan, as the Committee may impose.

In 2007, under the provisions of the 2002 SIP, the Committee granted non-qualified stock options and
shares of time-based and performance-based restricted stock to certain of the Company’s employees, including
the Named Executive Officers, and to the Company’s non-employee directors. The 2007 awards o the Named
Executive Officers are listed below as well as in the 2007 Grants of Plan-Based Awards Table, p. 33. The
cumulative awards are shown in the Outstanding Equity Awards At Fiscal Year-End Table, p. 33. and the
Director Compensation Table, p. 41. These awards vest with the passage of time as determined by the Committee
at the time of grant. The details of these grants are described in the footnotes to those tables.
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In order to determine the amount of each annual equity award, the Committee, in its February meeting, with
the assistance of Mercer, determines a specific dollar amount for each officer or manager eligible for such
awards. The specific dollar amount is based upon the median amount of equity-based compensation of the same
compensation peer group, established by Mercer, as used is setting base salary. The dollar amount is calculated,
taking into consideration the nature of the officer’s or manager’s position, his/her responsibilities and
contributions to the Company and equivalent awards to officer’s or managers in similar positions within the
Company’s compensation peer group. Once a dollar amount is calculated, it is distributed equally between
(i) time-based restricted stock, (ii) performance-based restricted stock, and (iii) non-qualified stock options. The
Committee uses the following methodology to convert the dollar amounts to specific shares or options. With
regard to timne-based restricted stock, the dollar amount is divided by a share price that is chosen by the
Committee, which closely approximates the trading value of the Company’s stock before the February meeting.
In 2007, the stock price chosen was $52.00. With regard to performance-based restricted stock, the target shares
are calculated by dividing the number of time-based restricted shares by 88%, which represents a 12% discount
(discount of 3% per year of vesting) to take into account the nature of the risk of performance-based restricted
shares. With regard to the stock options, the dollar amount is divided by the Black-Scholes value of the stock
option, which in 2007 was $19.06.

In 2007, the following equity awards were made to the Named Executive Officers,

Performance-Based
Dollar Amount Time-Based Restricted Stock

._____NEO ____(Provided by Mercer) Restricted Stock (targetamount)  Stock Options
?Ray C. Dillon, CEO $495.000 3,173 3,606 8,657
Kenneth D. Mann, CFO $190,000 1,218 1,384 3,323
En_l_l.:“Slrr?{‘:ELm” o N $165.000 1,058 L [_,_2_0_2____7_" ~ ___2,886 B ]
David V. Meghreblian $129,000 827 940 2,256
Byom L. Walker 349,000 314 s 357__]
Clefton D. Vaughan,

retired CFO (1) $ 0 0 0 0
&. Bayless Rowe, rflired $152.000 947 1,107 2,65?7

(1) Mr. Vaughan was not granted any equity awards in light of his impending retirement.

Performance Goals—Performance-Based Restricted Stock Awards. The vesting of performance-based
restricted stock awards is both time and performance-based. Although the restricted stock award includes the
targeted amount of shares, the actual number of shares, if any, that vest for cach of the Named Executive Officers
will be determined at the end of a four-year period (the “Restricted Period”). The ultimate vesting of the
performance stock is dependent upon the Company’s performance, in terms of its Total Stockholder Returns,
relative to the composite of Total Stockholder Returns for a select group of companies during two measurement
periods. The measurement periods for each grant are: (1) the first market trading day in the year of grant through
the end of the day of the Committee’s February meeting that year; and (2) the first market trading day in the year
of vesting through the end of the day of the Committee’s February meeting that year. “Total Stockholder
Returns” is defined as an investment's percentage change from the initial measuring period to the ultimate
measuring period, factoring in dividends, capital gains and reinvestment of distributions.
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The following companies were selected by the Committee for purposes of establishing the composite Total ‘

Stockholder Returns:

Bemis Company, Inc.
Bowater, Inc.

ﬁuckeye Technologies, Inc.
Caraustar Industries, Inc.
Chesapcakc Corp.

CSS Industries, Inc.

beftu Pine & Land Co.
Georgia-Pacific (now private)
Glatfelter

Greif, Inc.-Class A

International Paper Company

Longview Fibre Company
Louisiana-Pacific Corp.
Maxxam, Inc.
MeadWestvaco Corp.
Officemax, [nc.

Packaging Corp. of America
Plum Creek Timber, Inc.
Pope & Talbot, Inc.

Pope Resources

Potlatch Corp.

Rayonier, Inc.

Rock-Tenn Co.
Schweitzer-Manduit Int’], Inc.
Sealed Air Corp.
Smurfit-Stone Container Corp.
Sonoco Products Co.

St. Joe Co.

Temple-Inland, Inc.

Wausau Paper Corp.

Weyerhaeuser Co.

The Committee, in its collective business judgment, selected these companies for measuring the Company’s
performance with regard to awards of the performance-based restricted stock as best representing the Company’s
most direct competition for investment from the stock market. The Committee believes that Total Stockholder
Retumns is a key factor for investors that choose to invest in the Company’s market sectors. The reporting of the
Total Stockholder Returns figure to the Committee is performed by the firm of Standard and Poor’s. As of
December 31, 2007, none of the performance-based restricted stock awards have vested.

For all performance-based restricted stock awards granted since 2004, the Committee has established the
following vesting schedule for each award:

Company Total Stockholder Return vs.
Composite Total Stockholder Return

____(stated as a percentage)

< 30%

Number of
vested shares

IS S
0

50% of Target Shares

Target Shares |

200% of Target Shares

(1) For situations where the Total Stockholder Return falls between any of the three payout levels, the
award payout percentage is interpolated.

Employment Termination. With regard to both the 1996 SIP and 2002 SIP, and unless otherwise determined
by the Committee, if a Participant’s employment terminates (i) at normal retirement time, (ii) for permanent and
total disability, (iii} with Company approval and without being terminated for cause or (iv) by reason of death,
any options granted that remain outstanding may be exercised by the Participant (or the Participant’s beneficiary
or legal representative) upon the earlier of the option’s expiration date or within two years of the termination of
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employment. Also, and unless otherwise determined by the Committee, any time-based or performance-based
restricted share awards then outstanding shall be prorated based on the number of months of actual participation
within the relevant restricted period.

Amendments to the Plans. To prevent dilution or enlargement of the benefits intended, the Committee may
in such manner, as it deems equitable, make certain adjustments in the terms and conditions of the 1996 SIP and
2002 SIP in recognition of unusual or non-recurring events affecting the Company’s shares. The Board may
amend the plans or any provision thereof without the consent of the stockholders except in the case of any
amendments that require stockholder approval in order to comply with applicable law or with the NYSE listing
requirements. The Board may terminate the plan in whole or in part at any time provided that no such termination
will impair the terms of the awards then outstanding under which the obligations of the Company have not been
fully discharged.

Retirement Benefits and Retirement Savings Plan

The Company offers certain retirement benefits and a retirement savings plan to its employees, including the
Named Executive Officers, Those retirement benefits and retirement savings plans are described as follows:

Retirement Benefits. All employees, including the Named Executive Officers, are eligible to participate in
the Retirement Plan of Deltic Timber Corporation (the “Retirement Plan™), a qualified defined benefit retirement
plan, upon achieving 1,000 hours of service during a 12 month period after beginning employment with the
Company. All participants earn the right to receive a monthly benefit for life upon retirement at the normal
retirement age of 635. The retirement benefit is defined by a calculation, which is illustrated below:

[1.6% x Average Monthly Compensation x years of benefit service] minus

[1.5% x Primary Social Security Benefit x years of benefit service (limited to 33 V5 years)]

“Average Monthly Compensation” is defined as the employee’s highest 36 consecutive months of total
compensation (salary and bonus) out of his/her final 120 months of employment covered by the Retirement Plan.

“Primary Social Security Benefit” is defined as the amount of the estimated Social Security benefit available at
the normal retirement age of 65.

If the participant retires between the ages of 55 and 61 and has 10 or more years of vesting service, the
participant can begin receiving a reduced monthly benefit as defined by formula in the Retirement Plan. The
Retirement Plan does not require participants to retire at the normal retirement age. For those participants that
retire later, the benefit calculation will use the actual retirement date and in no event will such benefit be less
than that accrued at the normal retirement date increased actuarially o the later retirement date.

The entire cost of the Retirement Plan is paid by the Company (the “Sponsor”) and employees are neither
required nor permitted to make contributions to the Retirement Plan. Five years of service is the vesting period
for the Retirement Plan. The provisions of the Retirement Plan, and the investment of its assets, are overseen by
the Company’s Pension Investment & Employee Benefits Committee, whose members are appointed by the
Board. These members are currently the Named Executive Officers, Ray C. Dillon and Kenneth Mann as well as
Phillip A. Pesek, who deliver a report annually to the Executive Compensation Comimittee. Trusco Capital
Management, a subsidiary of SunTrust Bank of Nashville, Tennessee, serves as the Retirement Plan’s trustee and
the Pension [nvestment & Employee Benefits Committee has retained the firm of Merrill-Lynch to assist it in
investment management oversight. The independent employee benefits consulting firm of Bryan, Pendleton,
Swats and McAllister of Jackson, Mississippi, serves as actuary for the Retirement Plan.
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Retirement Savings Plan. The Company offers a qualified defined contribution savings plan [Internal
Revenue Code Section 401(k)] to its employees, to include the Named Executive Officers, known as the Thrift
Plan of Deltic Timber Corporation (the “Thrift Plan™), for which the Company will fully match the first 5% of
tax-deferred base salary and non-equity compensation contributed by the employee. All contributions, to include
the Company match, are fully vested upon contribution. No Company matching levels exist beyond the
employee’s 5% contribution, but employees are otherwise able to contribute up to the limit prescribed by the
Internal Revenue Code to the plan on a pre-tax basis. Thereafter, employees may also make contributions to a
supplemental account on an after-tax basis.

The Thrift Plan provides various investment funds to which employee contributions, along with the
Company’s match, may be directed by the employee for investment. With limited exceptions as provided by the
Internal Revenue Code, the before-tax invested funds may not be withdrawn until the participant reaches age
59 V4. The provisions of the Thrift Plan, and the investment of its assets, are overseen by the Company's Pension
Investment & Employee Benefits Committee, described above. SunTrust Bank of Nashville, Tennessee serves as
the trustee and administrator. The Thrift Plan began in 1983 and was amended to its current form, in conjunction
with the Company's stock becoming publicly traded, effective January 1, 1997,

Supplemental Executive Retirement Plan

In addition to the Retirement Plan and Thrift Plan listed above, which are provided to all employees, the
Company provides a supplemental executive retirement plan (the “SERP”} to its Named Executive Officers. The
current SERP was amended and restated effective January 1, 2005 for conformance with the requirements of
Internal Revenue Code Section 409(a) and has the intended purpose of restoring Retirement Plan and Thrift Plan
benefits that would otherwise be unavailable to the Named Executive Officers due to limitations imposed by the
Internal Revenue Code. The SERP constitutes an unsecured promise of the Company to pay benefits to the
Named Executive Officers, and their beneficiaries, in the future upon the occurrence of certain payment events.
Currently, the SERP is unfunded for federal tax purposes and for purposes of Title I of the Employee Retirement
Income Security Act (“ERISA™) of 1974. Though unfunded, the SERP account of each Named Executive Officer
remains an unsecured contractual obligation of the Company. The amounts of those obligations are detailed in
the 2007 Non-Qualified Deferred Compensation Table, p.40.

The provisions of the SERP, and the investment of its assets, are overseen by the Committee. Investment
options available to the Named Executive Officers in their SERP accounts are the same that are available to all
employees under the Thrift Plan. Accordingly, the eamings on these investments are not regarded as
“preferential.”

Perquisites and Other Personal Benefits

Incidental to their employment by, and the nature of their duties to the Company, the Named Executive
Officers receive other forms of compensation including perquisites and personal benefits. For the 2007 fiscal
year, none of the Named Executive Officers reported receiving total perquisites and personal benefits that met
the disclosure threshold of $10,000. As to other types of compensation received in 2007 that do not fit within the
definition of perquisites or personal benefits, such includes, among other things, a Company match on Thrift Plan
contributions and the sale of up to one week accrued, but unused vacation time back to the Company each year.
These other income items are detailed for each of the Named Executive Officers in the 2007 All Other
Compensation Table, p.32.

Role of Executive Officers in Compensation Decisions

The Committee annually reviews each component of the total compensation paid to each Named Executive
Officer during its February meeting. Such entails salary review as well as the establishment of performance
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targets related to the Company’s incentive compensation plans. At this meeting, the President and Chief
Executive Officer presents his evaluation of the performance of the other Named Executive Officers and his
compensation recommendations to the Committee. The Committee exercises its discretion in accepting or
modifying these recommendations and independently makes the performance evaluation and compensation
decisions with regard to the President and Chief Executive Officer. No other Named Executive Officer presents
compensation recommendations to the Committee. The Committee members also variously interact with the
Named Executive Officers through the Company's internal reporting procedures and during Board meetings and
Board committee meetings where their own personal performance evaluations of the Named Executive Officers
can be made.

Agreements Between The Company and The Named Executive Officers

Change-In-Control Agreements

In the event of an unforeseen event (e.g. sale of the Company followed by termination, reduction in benefits
or responsibilities), each executive’s financial future should be protected to a certain degree, based upon the
executive’s position and responsibility. Therefore, the Company has change-in-control agreements in place with
each of the Named Executive Officers except for Mr. Walker, all of which were amended on October 18, 2006
and were duly reported on Form 8-K filed with the SEC. The Committee approved the terms of these agreements,
which are intended to conform with the provisions of Internal Revenue Code Section 409A. For purposes of
these agreements, a change in control has the same definition as that provided in the Company’s 2002 Stock
Incentive Plan. These agreements, each with a “double trigger” feature, wili result in the transfer of benefits to
the affected Named Executive Officer if a change in control of the Company occurs, and he is involuntarily
dismissed within two years without cause or suffers (i} a reduction in salary and potential bonus and/or (ii) a
meaningful diminution in job responsibility as a consequence of such a change in control. In such events, the
benefits, and the terms for the benefits, to be transferred to the Named Executive Officers are as follows:

(1) Two years base salary and target bonus for Mr. Dillon and one year base salary and target bonus for
Messrs. Mann, Streeter, and Meghreblian, and before their retirement, Messrs. Vaughan and Rowe;

{2) Two years of health and other such welfare benefits as do not constitute non-qualified deferred
compensation under Internal Revenue Code Section 409A for Mr, Dillon and one year of health and
other such welfare benefits as do not constitute non-gualified deferred compensation under Internal
Revenue Code Section 409A for Messrs. Mann, Streeter, and Meghreblian, and before their retirement,
Messrs. Vaughan and Rowe;

(3) Accelerated vesting of all stock options and restricted stock;

(4) A lump sum payment of $20,000 to help defray the expenses of comprehensive outplacement services,
such payment to be grossed up for alt applicable federal and state taxes;

(5) Should any of the actions listed in (1)-(4), attract excise tax, such is to be grossed up accordingly;

(6) Any cash payments made as the result of a dismissal without cause will be paid in one lump sum
payment on the 15% day of the month following the month in which dismissal occurs; and

(7) Any cash payments made as the result of a reduction in salary and potential bonus and/ocr a meaningful
diminution in job responsibility will be paid in one lump sum on the 15% day of the seventh month
following the month the Named Executive Officer separates from service.
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The specifics of potential payments under these agreements are listed in the 2007 Potential Payments Upon
Termination or Change Of Control Table, p. 43.

Involuntary Severance Agreements

The Company has an involuntary severance agreement in place with its President and Chief Executive
Officer, Mr. Dillon, which was amended on October 18, 2006 and duly reported on Form 8-K filed with the SEC.
The Committee approved the terms of this agreement, which upon an involuntary termination without cause, will
result in the transfer of the following benefits:

(1) Two years base salary and target bonus;

(2) Two years health and welfare benefits;

(3) Accelerated vesting of all stock options and restricted stock;

(4) Comprehensive executive outplacement services;

(5) Should any of the actions in (1)-(4), attract excise tax, such is to be grossed up accordingly; and

(6) Any cash payments will be paid in one lump sum payment on the 15% day of the month following the

month of involuntary termination.

The specifics of potential payments under this agreement are listed in the 2007 Potential Payments Upon
Termination or Change Of Control Table, p. 43.

No other terms, conditions, or agreements are applicable to these aforementioned change-in-control agreements
Or severance agreement,

Tax and Accounting Implications

Tax Deductibility of Executive Compensation

The Commiitee annually reviews and considers the deductibility of executive officer compensation under
Section 162(m) of the Internal Revenue Code, which is discussed herein at page 47,

Non-Qualified Deferred Compensation

The tax rules applicable to non-qualified deferred compensation arrangements were impacted by the
enactment of the American Jobs Creation Act on October 22, 2004. As of December 31, 2007, the final
regulations were not yet effective. However, the Company believes it is operating in good faith with regard to the
statutory provisions that were effective as of January 1, 20035,

Accounting for Equity-Based Compensation

Beginning January 1, 2006, the Company began accounting for equity-based awards granted under the 1996
SIP and the 2002 SIP in accordance with the requirements of the Financial Accounting Standards Board’s
(FASB) Statement 123(R) on a “going forward” basis. Prior to January 1, 2006, the Company utilized the
Accounting Principles Board’s (APB) Opinion No. 25 to account for equity-based payments granted under its
1996 SIP and its 2002 SIP.
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COMPENSATION COMMITTEE REPORT

The Executive Compensation Committee of the Board of Directors for Deltic Timber Corporation has
reviewed and discussed the contents of this Compensation Discussion and Analysis, required by Item 402(b) of
SEC Regulation S-K, with the Company’s management and its executive officers and, based on such review and
discussions, recommended to the Board that it be included in this Proxy Statement.

THE EXECUTIVE COMPENSATION COMMITTEE

R. Madison Murphy, Chairman
Christoph Keller, III

Robert C. Nolan, ex officio

R. Hunter Pierson, Jr.

J. Thurston Roach

David L. Lemmon

Robert B. Tudor, I
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2007 SUMMARY COMPENSATION TABLE

The Summary Compensation Table shown below summarizes the total compensation earned by the Company’s Chief
Executive Officer, Chief Financial Officer, and its three other most highly compensated officers- the “Named Executive
Officers”- for the year ended December 31, 2007. Messrs. Dillon, Streeter and Meghreblian served in their individual
capacities, as designated below, during the entire year. Mr. Mann served as Chief Financial Officer and Mr. Walker
served as Controller from May 1, 2007. The Summary Compensation Table also summarizes the total compensation
eamned by Mr. Clefton D. Vaughan, the retired Vice President, Treasurer & Chief Financial Officer and Mr. W. Bayless
Rowe, the retired Vice President, General Counsel and Secretary, who are also included among the “Named Executive

Officers.”

As shown below, the Named Executive Officers each received base salary, equity awards, option awards, non-equity
incentive plan compensation, and other forms of compensation during the year. The Company’s method for determining
the total compensation paid to these officers is discussed under the heading “Structuring Executive Compensation”

starting at page 14.

Change in
Pension
Value and
Nonqualified
Non-Equity Deferred
Base Stock Option Incentive Plan Compensation All Other
Name and Principal Salary(l) Bonus(2) Awards(3) Awards(d) Compensation(5) Earnings{(6) Compensation(7} Total
Position Year ($) (%) ® $) % $) $) %)
(a) (b) e (d) (e) (N (g) (h) (i) )]
tRay C. Dillon 2007 $515,000 0 $ 320939  $128,525 §% 185,723 $ 6568 % 44,086 $1.255.959
. ]
President & Chief 2006 $504,170 0 $229977 $10524 § 168,096 $ 87736 % 24,122 $1.089,225
i Exccutive |
, Officer e e
Kenneth D. Mann 2007 $181,668 0 $ 54905 $ 22234 % 54,085 $ 46895 § 16,149 $ 375936
Vice President, 2006 $140,008 0 $ 21595 §$ 9761 % 27,037 § 45681 $ 13,992 $ 259,074
Treasurer &
Chief Financial
Offieer . —— .
| !
IKem L. Streeter 2007 $239.584 0 $120748 $ 350.266 64,789 § 19423 $ 17,012 $ 511.822
lVice President, 2006 5227270 0 $ 89882 5§ 47938 § 36,580 § 15678 % 11,002 $ 448,330
| Opermtions S S
David V. Meghreblian 2007 $187,001 0 $ 95,541 $ 39,521 40,331 § 172,362 % 18,699 $ 398,455
Vice President, Real 2006 $181,254 0 $ 71410 % 31,841 76,622 $ 38,087 & 14,328 $ 413,542
Estate
T - - - —_—
Byrom L. Walker 2007 $111.,005 0 5§ 8394 3,123 16,702 3 4.311 3 6.891 s 150.426
Controfler 2006 $ 78.723 0 s 0 3 0 0 5 0 3 3,965 § 82688
Clefton D. Vaughan 2007 $ 91,336 0 $ 528,998(8) $ B1,518(8) § 26,8579y $ (625160 § 38,144 $ 704,337
Retired Vice President, 2006 $272,174 0 $ 94401 $ 43381 % 74,528 $ 172967 % 17,840 $ 675291
Treasurer &
Chief Financial
Officer . I _ e
iW. Bayless Rowe 2007 $185.840 0 $ 546.560(8) § 95.218(8) $ 54,646(9) S 345189 % 23,015 $1,450.468
Retired Vice President, 2006 $222.274 0 $ B325%9 0§ 37249 3% 60.656 $ 133319 % 15.069 $ 55I.886;

I
 General Counsel

& Secrenry

—_ i

(1) The amounts shown in column (c) are strictly base salary amounts included on IRS Form W-2 for the years shown. Except for Thrift Plan
contributions, no amounts of salary were deferred.
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None of the Named Execuive Officers received payments that, for these disclosure purposes, the Company characterizes as “Bonus”.
The incentive cash award earned by each during 2007 is classified herein as “Non-Equity Incentive Plan Compensation” disclosed at
column (g).

The amounts shown in column (e) reflect the cxpenses recorded in 2007 for grants of restricted stock awards (both time- and
performance-based) under the Company’s 2002 SIP. As these types of awards were granted with, and cxpensed during, a four-vear
restricted period, the 2007 expense entails prorated portions of the expenses associated with grants made in 2004, 2005, 2006 and 2007.
In accordance with SFAS No. 123 (R), the per share value of the time-based restricted stock awards was determined to be the market's
closing price on the respective date of grant in the aforementioned years. The same pricing method was used in determining the per share
value of the performance-based restricted stock in 2004, 2005, 2006 and 2007, However, the value of the performance-based restricted
stock is speculative and based on the estimated probability that the performance conditions required for vesting will occur. In
consideration of the estimated probability, and in accordance with SFAS No. 123 (R), the per share value for the awards granted in 2007
was calculated by the Company's actuary. The methods used in the actuary’s calculations are discussed under Item 8, Financial
Statements and Supplementary Data, at Note 1, “Significant Accounting Policies” and at Note 16, “Incentive Plans™, to the Company's
audited financial statements as reported and filed on Form 10-K with the SEC on March 10, 2008. During 2007, there were no
re-pricings or modifications of Stock Awards and there were no forfeitures by any of the Named Executive Officers.

The amounts shown in column (f) reflect the expenses recorded in 2007 for grants of option awards under the Company's 2002 SIP. The
exercise price of these option grants was determined by the closing price on the date of grant. Details of the Company’s options grants
and expensing policies under SFAS No. 123 (R) are discussed under Item 8, Financial Statements and Supplementary Data, at Note 1,
“Significant Accounting Policies” and at Note 16, “Incentive Plans”, to the Company’s audited financial statements as reported and filed
on Form 10-K with the SEC on March 10, 2008. During 2007, there were no re-pricings or modifications of Option Awards and there
were no forfeitures by any of the Named Executive Officers.

The amounts reported in column (g) reflect performance-based cash incentive awards and fall outside the scope of SFAS No. 123 (R).
These amounts were eamed during the year ended December 31, 2007, were reviewed by the Committee on February 20, 2008, and paid
in full by the Company on February 27, 2008. No amounts payable under the performance-based cash incentive awards were deferred,
either at the election of the Named Executive Officers, or per the Committee’s direction, In calculating the non-equity incentive
compensation payable from the formulas shown above, the Committee uses the Named Executive Officer’s annialized monthly salary at
year's end. The annualized amount differs from the amount reported in column (¢) as the Cominittee conducts z salary review during its
February meeting each year, In 2007, any increase received by a Named Executive Officers would be effective March 1, 2007. These
annualized salary amounts used for the non-equity incentive compensation calculation were: Mr. Dillon, $515,000; Mr. Mann, $200,000;
Mr. Streeter, $241,500; Mr. Meghreblian, $188,000; Mr. Walker $117,500; Mr. Vaughan, $274,008; and Mr. Rowe, $223,000.

The amounts shown in column (h) reflect changes in the actuarial present values in the defined benefit pension plan for the Named
Executive Officers and as calculated from December 31, 2006 to December 31, 2007, Calculations are based on SFAS 87 assumptions
and are determined by the Company's actuary.

The amounts reflected in column (i} are detailed in the All Other Compensation Table, p. 32.

The ameunts shown in columns (e) and (f) reflect the additional expense recorded in 2007 required as a result of the Committee's
waiving of the pro rata requirement for performance units and restricted stock awards and allowing vesting of stock options over the
periods they would normally vest upon the retirements of Messrs. Vaughan and Rowe.

The non-equity compensation amount for Messrs. Vaughan and Rowe were prorated to their respective retirement dates of May 1, 2007
and November 1, 2007, respectively.
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2007 ALL OTHER COMPENSATION TABLE

The All Other Compensation Table shown below is a supplement to the Summary Compensation Table and
details the amounts shown therein at column (i).

Company Change

Contributions  Severance in Control
Vacation Sold Back Vacation Paid Insurance to Retirement and Payments/ Payments/
To Company(2) To Retirees(3) Premiums  401(k) Plans Accruals  Accruals

Name Year % (%) ($) % (%) 3 Total ($)
(a)(1) (b) {c) (d) (e) () (g} (h) (i}
i
lRay C. Dilton, CEQ 2007 §9,904 3 $3.782 $30.400 0 0 $44.086
Kenneth D. Mann, CFO 2007 $3,846 3 $1,676 $10,627 0 0 $16,149
[ " 1
Kent L. Streeter 2007 $ 0 $ $2,203 $14,809 0 0 $17.012[
L e —
David V. Meghreblian 2007 $3.615 $ $1,722 $13,362 0 0 $18,699
{ R R
Eyrom L. Walker 2007 $ 0 5 $1.024 § 5.867 0 0 $ 6.S€m'
Clefton D. Yaughan 2007 3 $27,927 $ 527 $ 9,690 0 0 $38,144
r . — — -—
[W. Bayless Rowe 2007 3 S 8,577 51,684 $12.754 0 0 $23.015!
e e ——— U U — |

(1) 'The amounts shown in this table do not include any amounts for perquisites as such received by the Named Executive officers during the
2007 fiscal year did not meet the SEC’s disclosure threshold of $10,000.

(2) The amounts shown in column (c) reflect compensation paid to each Named Executive Officer for the sale of one week of accrued, but
unused vacation back to the Company

(3) The amounts shown in column {d) reflect compensation paid to each Named Executive, who retired during 2007, for accrued, but unused
vacation as of their retirement date.
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The amounts shown in columns (f), (g), and (h} reflect the threshold, target, and maximum amounts, respectively, payable in
performance restricted stock under the Company's 2002 Stock Incentive Plan (“2002 SIP”). Discussion of the calculation of these
numbers can be found in the Performance Goals section of Long-Term Equity-Based Compensation, p. 23. Should these awards vest at
the end of their restricted performance period (in 2011), a 50% tax gross-up will be applied at that time.

The amounts shown in column (i) reflect grants of time-based restricted shares that do not have a performance element: for vesting. These
shares vest four years after their grant date, When these awards vest at the end of their restricted period (in 2011), 2 50% tax gross-up
will be applied at that time.

The amounts shown in column (j) reflect grants of non-qualified stock options that do not have a performance element. for vesting. These
time-based options vest at the rate of 25% per year upon each anniversary of their grant date. Accordingly, these grants will be fully
vested in February 2011.

The exercise price of the option awards granted, shown in column (j), is determined by the Committee at the time of grant. For 2007, the
exercise price is the NYSE closing price for the Company's stock on the date of grant, February 14, 2007.

Reflects the number of target shares reported in column (g) multiplied by an actuarial fair value of $55.97 per share.
Reflects the number shares reported in column (i) multiplied by the market’s per share closing price, $533.01, on the grant date.
Reflects the number of target shares reported in column (j) multiplied by the Black-Scholes value of $19.06 per share.
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2007 OPTION EXERCISES AND STOCK VESTED TABLE

The Option Exercises and Stock Vested Table shown below details the cash payments received by the
Named Executive Officers upon their exercise of vested stock option awards (“Option Awards”) during the year
ended December 31, 2007. Per the terms of the Company’s 1996 SIP and 2002 SIP, these awards are measured in
shares, Each of the Named Executive Officers utilized a broker assisted cashless exercise process in their
respective option exercises. With regard to the “Stock Awards™ shown below, none of these types of equity
awards previously granted to the Named Executive Officers vested during the year of 2007. Consequently, no
restricted stock or performance units were acquired by any of the Named Executive Officers under these award
types during 2007.

Option Awards Stock Awards

Number of Shares Value Realized Number of Shares Value Realized
Acquired on Exercise  on Exercise(3)  Acquired on Vesting on V;sﬁng
#) (%

Name (#) (3)

Ray C. Dillon, CEO T T T T
Kenneth D. Mann, CFO R U SR i o 0
Kent L. Streeter(1) Cem . saeuo 0o
David V. Meghreblign 06 § o0 0o 0
Byrom L. Walker 0 % 0 0 011
_Clefton D. Yaugl{anz VRtratilr'ed CFO(Z_)' _ 2_7,000_ o v$ 83_1,000 - o 0 i 0_1
W, Bayless Rowe, Retired 0 s o _ o o

(1) Mr. Streeter exercised 3,500 stock options on January 3, 2007 with an exercise price of $28.83 per share and
with a market price of $56.43 per share; 1,042 stock options on January 3, 2007 with an cxercise price of
$32.565 per share and with a market price of $56.43 per share; 1,133 stock options on January 3, 2007 with
an exercise price of $44.355 per share and with a market price of $56.43 per share; and 1,042 stock options
on September 26, 2007 with an exercise price of $32.565 per share and with a market price of $56.53 per
share.

(2) Mr. Vaughan exercised 19,000 stock options on January 3, 2007 with an exercise price of $24.31 per share
and with a market price of $56.43 per share; 3,567 stock options on Jure 13, 2007 with an exercise price of
$28.03 per share and with a market price of $55.62 per share; and 4,433 stock options on June 15, 2007 with
an exercise price of $28.03 per share and with a market price of $55.62 per share.

(3) Value realized is the difference between the per share exercise price of the stock option and the per share
market price at the time the stock option is exercised, and represents ordinary income for federal and state
income tax purposes.
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2007 PENSION BENEFITS TABLE

The Pension Benefits Tablte below shows the actuarial present values of accumulated benefits payable to
each of the Named Executive Officers, upon retirement, under The Retirement Plan of Deltic Timber Corporation
(“Retirement Plan”) and under The Supplemental Executive Retirement Plan of Deltic Timber Corporation
(“SERP™). Details regarding the accounting policies used by the Company for its pension plans are discussed
under Item 8, Financial Statements and Supplementary Data, at Note 1, “Significant Accounting Policies” and at
Note 15, “Employee and Retiree Benefit Plans” in the Company’s annual report filed on Form 10-K with the
SEC on March 10, 2008, Information regarding these plans, such as the Retirement Plan benefit formula, can be
found under the heading Retirement Benefits and Retirement Savings Plans, p.25.

Present Value
Number of Years of Accumulated  Payments During Last
Credited Service Benefit Fiscal Year
Name Plan Name # % %
(a) (b) (c) (d) {e)
[
LRay C. Dillen Retirement Plan 4.5 $ 58,134 0
¢ceoO . __ SERP 45  $ 15785 0
Kenneth D. Mann Retirement Plan 25 $ 232,095 ]
¢c«kG  ~ SERP 23 5 0 0
‘ K
Kent L. Streeter Retirement Plan 4.1 $ 41510 0 '
. SERP 41 $ 17308 0
David V. Meghreblian Retirement Plan 18.1 $ 204,014 0
S ___SERP 181§ 49309 0
{
Byrom L. Walker(1) Retirement Plan 1.8 $ 6,576 0
R SERP 188 NA 0
Clefton D. Yanghan(1) Retirement Plan 10.3 $ 291,250 0
Retired CFO SERP 10.3 $ 241,532 $ 2,815
T T e T T e T S T T em T ST Smosn e s e ey
| |
W. Bayless Rowe(1) Retirement Plan 30.8 $§ 835,071 0 }
Retired o SERP 30.8 _$_‘465,484_ $ 14.Ol_§__J

(1) Mr. Vaughan and Mr. Rowe were eligible for retirement under the Retirement Plan and for the related SERP
benefits. The benefits payable for retirement under the Retirement Plan and the SERP are discussed herein
at pages 25 and 26. Mr. Walker is not eligible for the SERP plan.
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2007 NON-QUALIFIED DEFERRED COMPENSATION TABLE

The Non-Qualified Deferred Compensation Table shown below details the elections of non-qualified
deferral of salary amounts, in excess of Internal Revenue Code limits for 401(k) contributions, by each of the
Named Executive Officers for the year 2007. These deferrals are made under the Company’s Supplemental
Executive Retirement Plan (“SERP”) and include the Company’s matching contributions. The SERP, discussed
on p. 26, exists to restore retirement savings benefits, on a pre-tax basis, to the Named Executive Officers that
would otherwise be lost due to limitations imposed by the Internal Revenue Code. Deferred salary contribution
amounts are permitted up to 50% of salary.

Executive Aggregate
Contributions Registrant Aggregate Earnings  Apgregate Balance at
In Last Fiseal Contributions in Last in Last Fiscal Withdrawals/ Last Fiscal
Year(l) Fiscal Year(2) Year(3) Distributions(4) Year-End
Name ($) $) ($) $) &)
(a) (b} (©) () (e) ()
i ‘\
Ray C.Dillon, CEO_ S 19150 3% 1915 % (2733) 0 5200946
I&:nneth D, Mann, CFQ $ 5755 % 2,692 $ (497) 0 5§ 23918
; e T M e e T LA S
KentL.Streeter S 14166 § 704 § (363 0§ 59,446}
David V. Meghreblian $ 5879 §% 3,656 $ (550) 0 5 72,079
e e YT e S
ByomL Walker  $ NA S S . S_ |
Clefton D. Vaughan,
Retired CFO 3 0 3 0 b 0 $ 2815 $179,589
{ﬁ_,, mhibatb il A — U A e S
[W. Bayless Rowe, Retired § 4906 8 2976 8 (@13 § 14015  §131127 |

(1) These contributions are solely contributed from salary as a payroll deduction at the election of the Named
Executive Officer. The amounts shown in column (b) are included in the salary amounts for each of the
Named Executive Officers in column (c) of the Summary Compensation Table. Such has been the reporting
practice in past proxy statements for the Company.

(2) Company matching contributions are, for all deferred compensation purposes (qualified and non-qualified),
capped at 5% of the employee’s base salary and non-equity incentive compensation.

(3) For the Named Executive Officers’ SERP contributions, along with the Company match, the Named
Executive Officers may select from the same investment choices as provided to all other employees under
the Company’s qualified deferred compensation (401K) plan. These investment choices include the
Company's stock and a variety of publicly traded mutual funds. None of the amounts in column (d) were
reported as compensation or deductions in the Summary Compensation Table, p. 30.

(4) Withdrawals and distributions are subject to the provisions of Internal Revenue Code Section 409A with
which the Company remains compliant.
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2007 DIRECTOR COMPENSATION TABLE

A combination of cash and equity-based compensation is utilized to attract, retain, and compensate qualified
candidates to serve on the Company’s Board. Director compensation, which consists of fees paid for meetings
attended and an annual retainer, is determined by the Nominating and Corporate Governance Committee. Equity
awards (granted under the Company’s 2002 SIP), are granted by the Executive Compensation Commitiee based
upon the determination of the Board’s Nominating and Corporate Governance Committee. For the year ended
December 31, 2007, the non-employee directors were entitled to receive an annual cash retainer of $25,000, and
$1,000 for each Board meeting attended, $1,000 for each Board committee meeting attended and $500 for each

Board committee meeting attended telephonically, except for Audit Committee meetings, which were

compensated at $1,000 per meeting regardless of physical or telephonic attendance. The Chairman of each of the
Board’s committees received additicnal compensation, as detailed below, for the additional responsibility that
each assumed in those roles. Retainer fees and meeting fees are paid quarterly in arrears. Directors are also

reimbursed for their travel, meal and lodging expenses for attending meetings. A portion of director

compensation is based on equity awards to further align their financial interests with those of the Company’s

stockholders.
Change

in Pensjon

Value and

Nongqualified

Fees Earned Non-Equity Deferred
Or Paid in Stock Option Incentive Plan  Compensation All Other
Cash(1) Awards(2) Awards(3) Compensation(d) Earnings(5) Compensation Total
Name (%) ($) %) ($) $) % (%)
(a) (b) {c) (d) (e) ] 2) (h)
Bo_bpﬁrtic. Ng]zrlni L $7| 179.7070() ) 5539.7687 o O_'__ i 0 0 ) 0 ) 51_58.768 .
R. Madison Murphy § 48,500 $39768 0 0 0 0888268
Rev. Christoph
| Keller, 1 $ 43,500 $39768 O 0 0 Y $ 83,268
J. Thurston Roach _ $ 54.500_$39768 0 0 O 0 94268
|
O.H. Darling, Jr. ~~ § 37500 $39768 0 o0 0 Y $ 77.258
R. Hunter Pierson,
F_J_r.___ S $ 4Q,QQO 7@397,1687 - Q,, o 7f0__ o 0 7 0 g 79,768 .
‘Bandolph C Cg_lt:)( _ 7$ él,OQO 7579?_4,79787 o Q 0 ) ) 0' ) 0 $I33_.768 :
DavidL.Lemmon  $ 40000 $92768 o0 0 -0 0 - $132,768
Robert B. Tudor, Ul _$ 37500 $92,768 O S8 0 0 8130268
RayC.Dillon. $ 0% o o0 0 0 o 3 0
iAlex R. Liehlong
, Retired ~  ~$ 0% o© o0 0O 0 o 3% 0
John C. Shealy
Retired $ 16333 § 0 0 0 0 0 $ 16,333

(1) The information in column (b) reflects the payments of retainer fees, chairman fees and meeting fees to the

non-employee directors during the year ended December 31, 2007 as follows:

* Mr. Nolan, Chairman of the Board of Directors, chair fee, $75,000; retainer fee, $25,000; meeting fees,

$19,000;
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(2)

3)

S

&)

»  Mr. Murphy, Chairman of the Executive Compensation Committee, chair fee, $5,000; retainer fee,
$25,000; meeting fees, $18,500,

« Rev. Christoph Keller, I1I, Chairman of the Nominating and Corporate Governance Comnittee, chair
fee, $5,000; retainer fee, $25,000; meeting fees, $13,500;

¢ Mr. Roach, Chairman of the Andit Committee, chair fee, $10,000; retainer fee, $25,000; meeting fees,
$19,500;

« Mr. Darling, retainer fee, $25,000; meeting fees, $12,500;
e Mr. Pierson, retainer fee, $25,000; meeting fees, $15,000;
« Mr. Coley, retainer fee, $25,000; meeting fees, $16,000;

+ Mr. Lemmon, retainer fee, $25,000; meeting fees, $15,000;
e Mr. Tudor, retainer fee, $25,000, meeting fees, $12,500;

«  Mr. Dillon, President and Chief Executive Officer of the Company, serves as an employee director on
its Board, but is not compensated with a director retainer, meeting fees, or additional equity awards for
his Board service.

»  Mr. Shealy (as of retirement date) retainer fee, $8,333.33; meeting fees, $8,000; and

» Mr. Lieblong, as of the date of his retirement from the Board, did not received any retainers, fees or
equity awards in 2007.

The information in column (c) reflects the grant of 750 time-based restricted stock awards to each of the
Company’s existing non-employee directors under its 2002 SIP and 1,750 time-based restricted stock
awards to each of the Company’s new non-employee directors. These grants do not have: a performance
element for vesting, but rather will vest four years after the grant date. The Committee awarded the grants
on February 14, 2007 and such are reflected above at the market’s closing price ($53.01) on that grant date.
Presently, there are no grants of performance-based restricted stock to the Company’s non-employee
directors.

No option awards were granted by the Committee to the non-employee directors during 2007 . Option
awards granted to Mr. Dilton during the year are reflected in the Grants of Plan-Based Awars Table, p. 33.

No non-equity incentive plan compensation awards were granted to the non-employee directors during
2007. Non-equity incentive plan compensation granted to Mr. Dillon during the year is reflected in the
Summary Compensation Table, p. 30.

Currently, the Company provides no pension plan benefits and no non-qualified deferred compensation
plans to its non-employee directors.

42




0o0'vtr § ws'IEr  $ 816'Trs § BHS'PIR § S60°TeT § 199°196  $ S607ET  § Huamieg [BOUNOJ [R10],
(TIS60'ZET § (TDs60'ZET & (Xse0'zer § (T1)ee0'zer §  (ZDS60'TET §  (Zs60'TET §  (TDS60'TET §  Iuaq uoisuad pamudoy
(nooo'sz  $ (DoosTL § 0 (L)oo0'oor $ 0 0 0 1jauaq sxUeINsul 3§17
o'y & Ny ¢ (Goggs § 0 0 (ohre'g $ 0 fyauaq Yeay
0 0 0 0 0 (Dooo'oe § 0 wawAed Juswasejding
PIZeooL § WZeo'eL $ (TE0'9L & (£)Zeo'eL  $ 0 (sLessr  $ 0 SIIUN DUBULIOHS]
€96L'+9 §  (©96L49 ¢ (£)96LF9 & (E)96LP9 S 0 (1)0se'To1 % 0 300]s patoLnsay
@591y § @591y & @991y § QS § 0 tges'sy § 0 suondo yo01g
0 0 0 0 0 L9616 § 0 "dwod Linba-uop] 01D
0 0 (#)000°0ZF § 0 0 000002 $ 0 Areeg ‘uuepy " peuuay
_ 19C'886°1 § 199°6L6'1 § GIT'LI1'TS 638°886°TS G10°91T § SEGOLOT § SES'OFYY § HuEnuiR ] [BHUN04 [L10), _
_AN:m_c.EN § Q610917 $§ (TD6I0'9IT § (THRIOSIZ § (26109 § (TD6I1091Z  §  (ZU6ID'9IT  §  WRuaq uoisuad pansody L
| anoeosz s (Hooszt $ 0 (L0000 1S 0 0 0 1L2UAQ 2IURINSUL 2)17] W
_ 0NILE'y § (ouzLr'y $ (owees $ 0 0 (logs'ic ¢ (swes'ie  § SI2UAG Yoy \
| 0 0 0 0 0 (Doooos 5 (Noog'os & wamded wawaseding _,
| (PSP6T69 §  (MISFET6Y S (PSTE'T69 §  UPISPET69 § 0 (D908'681'1 ¢ (1)90g'631°1 ¢ SHUR ADURLLISY “
COITE'99 § (D)IT6'C99 $§ (D1T6'699 § (£MIE699 § 0 (19H290'1 ¢ ()9pP'zo0t § A0S padLNsay |
C(orooEst S8 OHD0ERE § (DFO0PRE § (THOOPRE § 0 rPrLBLE  § FRURLY  § suondo yoo1g ,
.0 0 0 0 0 00819 § 00'sLe “dwoa fynba-uoy 04D
m 0 0 (B0000S1 § 0 0 000'0E0'L § 000°0E0°T § Kreres uolgis - vy
ady WMWY Lmaesia mieaq JUDWIINIY UOSEdY] poor) uoseay Jgamag JmeN
UMY £aeg ULy, uey], 10) poor) 10) 10
[euLIop 3@ ~2uoq 1310 10 ISNED) O/ ISNB)) O/
JUITAINDY JUBIIAIG UONEUIULID ], WONBATULIA L,
Lmunjoa [onmo)) UBIIAIG
uy aduey)y AImjunjoauf

-Auedwiony a1 wouy saperedas
1901 () PALNDIXF PIUBN I JUIL 1) 18 PAUTULIAAP 3q AJuo ued pred aq 0] SjUNOWE [BN1OE YY) “aSED Yo U] 25 JUIWAINAI [RULIOU 8 JUSWAIIAI (1)
pue juswraInal Ljrea (9) A1iqesip uus-3uo (§) {QRap (F) HUaWAINAL YR IS0 20URIAAS ATEIUN[o (€) ‘a8ueys yons Jo ynsal e se Anpigisuodsal
qof ur vonnurwip nySuruesul g (11} Jo/pue snuoq [enuajod pue ATE[es ur uonoINP2l e (1) 10 9SNES INOLIIM SIEOA OM] UIJILM [BSSIUSIP AIRIUN[OAUT
i Auedwor) s Jo 10NUOD UT 2FURYD © (T) 9SNEI INOPIM IIUBIIAIS ATEIUN[OAUT () 1JO JUIAS U} U SISDIJJ() SATINDIXT PauIeN 311 JO §ora 01 00T
‘[€ 12quuada(] jo se ‘s|qeded uonesuadwos Jo Junoure a1 S1991J31 mo[2q UmOYS 2|qe ], jonuo.) ut 98ury) Io uoneuruus I uodn sjuswied enuaog gL

TIdVL TOYLNOD NI HIONVHD 30 NOLLVNIWYAL NOdN SINFIWAVd TVIINALOJ L00T

43




quatuasinqurial xe) Jo dn ssoid wey nom pue wns duny ur sjqeied sjunowre juasaidal saoqe umoys sjuswAed [[e ‘pIIOUSIP ISIMIIYIO SSI[UN

e v

' €69  $ P $ 68796 § 65¥'TST $ 959§ 9L5'9 $ L6 % TJIIWAE [ERUOS [BI0L,
Dose $ Dosw § D99 $ (ZN9Lss  § @99 § @198 $ (ZI)9eg'9  §  Iyouaq uotsusd panmoy ”
Anoo'sc  $ (ooszl % 0 (LY 0o0'se S 0 0 0 1JaLaq 0ULMSHE 3J17]
ovzyy oDy 3 (B)oEEs  § 0 0 0 $ 0 s1yeuaq YIEIH ,,
0 0 0 0 0 0 $ 0 npuied wowasepding !
S o6L's $ PosLs  § WosLs § WosL's ¢ 0 0 $ 0 SIYR POULTLIOLId]
LEee0s $8 ©Dee0s $ g0 Elesd's  § ] ] $ 0 3201S PAIdISAY ,
(@0 $§ @o $ @o $§ @o $ 0 ¢ $ 0 suondo 3015 :
0 0 o 0 0 0 § 0 “dwoo Aymba-uoN
_ 0 0 ®oosoL $ 0 0 0 $ 0 Amreg Jayesm 1 aokm”
g - e e e i e v e o ——————— — e i w @ - - - P P - - — VU — |
THO'ETT'T $ IFS001°T § 669'40Z'1$ 695657 1§ £TE'EST § €LE'SRY'T § £TE'EST § nuamAe g [ERuod 0L
@neIeesT § @Ugre'ssy § @EeesT $ (ZNeTe'esT $ @IeTeest ¢ @uezeest § 0 @D EICEST ¢ Wyeueq uoisuad pondoy
anooo'sz ¢ anooscr $ 0 (L) 000'9LE $ 0 0 0 11Jatiaq 30URINSUL Y17
DLy $ Onuy'y $ (gogg's  § 0 0 ©ole'ol % 0 sijauaq esH
0 0 0 0 0 ()oovoe $ 0 awied Juawsoeiding
P L2922 § W LT9ITT § W iz9iee's (W Loz § 0 () orL'sse ¢ 0 SIUN STEULIGLIA
(€1001°L61 $§ (E)0OI'L6T $ (D)OOI'L6T § () 00T'L61 § 0 (1) zs6'11e  § 0 Jo018 paroinsey
@IS Ty § @61y $ @6ISTIF § @) 6ISIY § 0 Wi § 0 suondo Jao18
0 0 0 0 0 0006  § 0 ‘dwoo Aunbi-uoN
0 0 (8) 008711 $ 0 0 000881 § 0 Areeg By A PlAR(
. 965'609 § 960°'L65 $ POEEEL $ veI'e90' 1% 3I8'8¢ § SL90VE’T § gI8HS  § suawied Eouod [E0L
(@Dsiges § @USIgss  $ @ULIY § @RI § (DRI § (D8I §  @D8ILEE 1Jouaq norsnad panisoy |
1 ooo'sz ¢ (I000sTl $ 0 (Lyooo'ssy $ 0 0 0 JAUaq POWRIMSUE 31T :
onzwy'y ¢ ODLYY § (6)0eg's  § 0 0 @or's1 % ] S1jauaq QmEaH |
0 0 0 0 0 (Dooooe  $ 0 wawed jowaseiding |
, WL $ WoreTiz $ POVETLZ § (W OPE'TLT § 0 (5ot ¢ 0 I 3ULUIONA] f
P(E)TRTMT $ () T8TORT § () Z8TORT $ (£) TBT'OPT § 4] (N ear'sse § 0 Y2018 pAOTESHY
"o § (D08 § @+e0®  § @ree's  § 0 6E6'Cr $ 0 soondo o018 #
S 1 0 0 0 0 0sL'0zl  § 0 “dueo Anbe-uon |
0 0 () 006'FP] $ 0 0 s § 0 Areres 1ans on
ady NI Lupgesiq 1eaq JUAWIRIY noseay poon) wosEIY jlaciicl: ) e
JUIWBATIDY Apsey Ly, uey], 10] poos) X0) 10
[EULION] 1© -duog BPPO J0 ISNE]) O/M AsNeD) oM
MPUIRINIY AIRIIANY TONEBUIuLIa J, uoneuLIa J,
Arzjunio A jonuo)y DURIIAIG
us 3duey) Areyunjoatrf




S1 Jyauaq yong -afe JUAWAINRI [euou s 3dKojdwe ayy jnun pue smels (Aiqestp Juaueuuad) Auqigesip uua-3uo] e Ul suTEWRL 1391J0) 2ANNOXH
pawreN 941 se 3uoj os 105 aqeded s1 yoym pue yuow 1ad g g [$ 18 paddes 1ng ‘Arefes jo 95,09 03 WwareAmbs JuowAed fenuE Ur 51901521 UMOYS anEA ()

‘AuedwoD) a1 ySnoyl paureiqo soueInsul 1] ATeIUN[OA SPN[OUL JOU OP UMOYS Siunoury “saakordws [fe
0) 2[qe[IeAE S1Jyauaq Yyong “ssauisng Auedwo)) uo S[Iym satp sakodws A J1 (Umoys anfea sy ul pajoapyal you) sardde 0000STS JO 1IAUAq [eUOIPPE
uy saunsui s Auedwo)) ayy 4q saLeroyyauaq s,9940[dwa oyl 01 sjquAed (Arefes [enuue s 2aKojdwa ) 201MI) IJAUSQ YIBOP U S199AL UMOYS an[eA (L)

-apew sjuswded aouemMSUT pue swres ay) uo puadap pnom
1Jauaq [enOY "JeaK SUo Jof swnrwald adUBINSUI YI[EaY JO [9A3] 1USQ PUE ajel Wwalm)d s, a3ko]dwa sy 1 “uswked s Auedwo)) s109[Ja1 UMOYS SN[RA ()

"apewt sjuauried souemsur pue swre[> 2 uo puadsp pjnoam youaq
[emoy 's1eak om) 10§ swnnuaid S0UBMSUT I[EAY JO [9A3] 1Jauaq pue el juaLmd s safodwa oy 1e “uswied s Aurduo)) s1appar umoys anpep ()

“dn 53013 X2 956 © $109]§21 OS[E UMOYS SRTEA "L0OT ‘[ 12qUIS9a( UO (61 [ 64) 2reys Jad 2oud Suiso[o 19341ew s195[5a1 umoys anfeA "K[2ansedsar

LT0T PU® ‘0I0T ‘600T ‘800T Ul sajep Bumsoa ATRNIQRq 18 %17 PUR ‘%9% ‘% 1L ‘%96 Jo saSeuaorad paisaa ur s[qeded aq pinom 1ysuag -pouad
2ouewopad pajoIsar Ay UMY BLISILD 0URULIOHA JO JUSWIUIRIE SIUIMSSE OSTE UMOYS 9N[EA ‘S[2A3] 198Ie) oY) 18 SunsaA SOWNSSE UMOYS anEA  (p)

‘dn s5013 ¥e] 950G © $109]J21 OS[& UMOYS SN[BA ‘/00Z
‘1€ 1Pqusdaq uo (6t [S$) areys 1ad soud Buisopo 1oyIEW $1051a1 UMOYS anfeA “A[9ANdadsal [ {07 PUe ‘0T0T ‘6007 ‘800T Ul satep Junssa Areniqa
12 91T PUE “%9¥ ‘% 1L ‘%96 Jo sedejuaotad pajeiord ur ojqeded aq pinom jauag *L007 ‘1€ 12qurasa jo st Junsea pajelold sioapar umoys anep ()

"L00T *1€ 12quiada( Jo se (6] §$) 2reys 1ad soud Suiso(o jaxIew & pue paysas suondo Yo0ls s1oapger umoys anfea ()
*dn 85018 ¥1) 940 PAILTUTISA UR SI03[JaT Umoys aneA (1)

"SIJYJ(Q) 2ANNIAXG PIWEN Y} JO SIUN0IE ([ () UR[d UYL SY) U PArUsSE SJUNOWE 1D3[J21 JOU OP OS[R JA0QE SIN[BA "UOTIBUTILIS)
LI JO auin 3y Je aako[dwa 3y} 0) pamo 2q WS TRyl SWID UOTIEOEA PISNUN INQ *PANIdse 10 sjuawied 109391 10U Op 3A0qE QL) ) UL UMOYS SIN[EA

§210U100]

X1 B [JPP/8T8000Z01990£60000/695TT0 1 /R1BP/Ie3PI/SAAIYIIY /403 235" mMm/7:dny 1 aisqam

DHS 29 U0 p3asLnaL o Ued Yong "700T ‘7T YoIe uo DS Y1 Y juswarers Axord z(og s, Aueduro)) o) Ul pa[y sem yorgs ‘JIs Z00Z S UL paULfsp s

Sunreaur Jwes AY) SEY JUIAS [00U0D Ut FFUBYD B ‘SI9D1J() SANNIAXT PAUWEN] L) JO YoBs 0) opew 3q 01 siuawded 1o "291A1s woyy uoneredas JO luow o

SuIMO[|oJ IUOUI (IUIADS Y1 JO ABP G SY) UO dpew 3¢ [[tm judwked wns dumy e ‘Anfiqrsuodsal qof w vonnuruip [njSuruesus & (11) Jojpue uonesuaduwios
Annba-uou [enuatod pue Are[es ul wononpal e (1) ur sinsal ey Auedwo) sy Jo [ENEOD Ut 2FURYD JO ISED AY) U PUE SIAILF() FARNIING PIWEN 1) JO]

‘Awedwo)) a1 Aq papuny jou st uonedionred yons ‘aAoqe Umoys
SB ‘UO[[IC] "TI JO ased a1 ur 1daaxy (VAL 0D) 9861 S0 12V uoHDIIoU002Y 125png snqruui() patopijosuoy) 3y} Jo suolsiaoid 3y 19pun 23RIIA0D AIBD L]
s AuedwoQ) oy ur sredioured o] anUNUOD Avw 1901J() FANNIIXY PIWEN ) ‘ISNED 10J IDULIAASS ATRIUNJOAUL PUE ISNED INOYIIM FOUBISASS ATRUNOAUL
UE JO S35ED 9] UT *0S[Y "PIIIJOJ SIe S)un adueuiIopad pue Y2018 PaidLnsal ‘sucndo Y201s PIISSAUN PUE PI)SIA [[B ‘9STED JOJ 90URISASS AlejunjoAul
JO 9580 9 U] “p3NapIO) ATk Yans ‘IsimIa( Teacsdde Auedwe) 03 193[gns st simun soueworad pue Y20)s pajowsal ‘suondo YI01S PaIsaa iy Jo
UCTIUNII S 130YJQ SANNIAXY PILULN] 3} ‘SA0QR UMOYS SB UCH[I(] "IJA JO 958D 9Y) U1 31d30X3 pue ‘OSNED JNOYHM IOUBISAIS ATRJUN[OAUL U JO ISBD I U]

45




‘Kuedwio)) ayp woly ssjeredos 120130 2ALNAXY pauUreN SY) [HUN I[QRUILLIASP JOU ST 1jouaq uoisuad jo junowe
1exa Ay, Anuue awnyi pasaipe ue Aq (7) 10 ‘Anuue ureped uIns 1eak usy £q (1) (IR 38 SUONDS[2 UMD Y], 1awamar godn aako1durs
a1 £q p2y2912 se souuew ay) U1 pred oq LW s3jaUIq YONS ‘Ue]J JUIWIMNIY 913 JO SULIS) ) I9pU[] 19N\ PUB ‘191304 “UO[[I(] ‘SISSON 1o} Aurdwo))
IR 01 FDIAIBS JO SIRDA SAY JaYE INO00 [[I4 Sunsas SAUNSSE pue /007 ‘1¢ J2qUIadd(] JO S 3N[BA PANIde S)OI[JAT UMOUS anfea 3], -afe juswargay
[PUWIIOU 1% JUSWISINAI IO (UAUIAINSL AJIEd ilm IS UE[] JUawamay s Auedwo)) i Iopun adIA1as Jo sTeak Teuonippe Yiw askofdurs Aue Sumparn
0] $® 18[¥9 ‘[ewIoul Jo TeuLo ‘senjod Auedwion op -aamnapo} ol 12afgns jou £[eIsuad ale sNJUAq (Ued Juawarney) uoisuad ponrdoe ‘pAnsaa
aou(y "¢ d *2lgr ] siyousg UOISU3J SUY) UT PA[IRIap S8 SIAOIJJO SANNDIXT PaweN 24l JO Yor2 JoJ $1Yauaq uotsuad paniode 3y $193[J21 umoys anfea ay ], (Z1)

-Auedwo)) 21f) ‘WOLJ JUWITIaI
pue ‘01 95143935 Jo sread ([ uodn amIdoE 1BY) HIFOUSQ IDUBINSUT I JUSIAINSI 102]J31 ‘0(0°ST$ PUL 00S T1§ ‘UMOYS San[eA 2T, “Juawamal uodn 100130
JATINDAXY Palle)] e 0) SANINDE JJIUa] QURINSUI 9JI] B ‘SINPSYSs Jausq oInus) paje[al pue ‘Awedwo)) a) YIIm 2UMUN §,391031 241 uo paseq (11)

*af® wewa1a] [RULON Jaje winiuald ssuvInsu yipesy $,520M 91 10f uorod jenuue s, Auedwo)y s1991J21 umoys IneA (O1)

‘snjeys (AlIqesTp JusuetLad)
ANIESIP ULIDI-FU0] B Ui 9q 0 pawraap A[[edTpaw ajiym wnnuald sowernsul yresy s oafofdurs sy 1oy uoniod fenuue § Auedwo)) $199])31 umoys anep  (6)

“21R131P S2OURISWINOILD S8 PAJRunu]2 10 pAsnipe aq pnom umoys an[ea
a1 “Anprqestp jusueuuad e URy) SSI] SABY 0] PIUnap A|[RIIPIl 3q IO J3A0931 A[[n) IIDUJ() SANNIAXY pawreN 9y prnoys seafojduwa e 0] s[qeiEAL

46




COMPLIANCE WITH INTERNAL REVENUE CODE SECTION 162(m)

Section 162(m) of the Internal Revenue Code generally limits the corporate tax deduction for compensation
paid during a year to a public company’s chief executive officer and its four other most highly compensated
executive officers to $1,000,000 per individual, unless specified conditions are met. Certain performance-based
compensation is not subject to the deduction limitation. The Company did not have non-deductible compensation
expense during 2007 and is not expected to have such in 2008, Nevertheless, the Executive Compensation
Committee intends to review this matter from time to time and, if appropriate and consistent with the Company’s
compensation philosophy, may recommend in the future that actions be taken, if needed, to maximize the amount
of compensation expense that is deductible to the Company.

COMPENSATION COMMITTEE INTERLOCKS
AND INSIDER PARTICIPATION

There were no committee interlocks. Messrs, Murphy, Pierson, Nolan and Rev. Keller are related by
consanguinity and/for affinity as described in the “Certain Relationships and Related Transactions” section, p.10.

APPROVAL OF APPOINTMENT OF INDEPENDENT AUDITORS
(ITEM 2 ON PROXY CARD)

The Board of Directors desires to obtain from the stockholders an indication of their approval or disapproval
of the Audit Committee’s action in appointing KPMG LLP, Certified Public Accountants, and an Independent
Registered Accounting Firm, as independent auditors of the Company for the year 2008. KPMG LLP has been
serving as the Company’s independent auditors for the past eleven years. The firm has advised the Company that
its members have no direct or indirect financial interest in the Company or any of its subsidiaries. Members of
the firm are expected to be present at the Annual Meeting for the purpose of responding to inquiries by
stockholders and such representatives will have an opportunity to make a statement if they desire to do so.

In the event a majority of the stockholders voting should indicate they disapprove the appointment of
KPMG LLP, the adverse vote will be considered as a directive to the Audit Committee to select other auditors for
the following year. Because of the difficulty and expense of making any substitution of auditors during a year, it
is contemplated that the appointment for 2008 will be permitted to stand unless the Audit Committee or Board of
Directors finds other good reason for making a change.

REPORT OF THE AUDIT COMMITTEE

From its beginning as a publicly owned company at the end of 1996, the Company has had an Audit
Committee (“Committee”) composed entirely of non-employee directors. All members of the Committee have
been affirmatively determined by the Board to be independent under applicable SEC and NYSE criteria, and to
meet financial literacy requirements. The Board of Directors has also determined that the Committee’s Chairman,
J. Thurston Roach, meets or exceeds applicable professional experience and attribute requirements and has
designated Mr. Roach as the Committee’s financial expert. The Committee has a written charter outlining the
practices it follows that has been approved and adopted by the Company’s Board of Directors. The Committee’s
charter can be accessed on the Company’s website at www.deltic.com under the Corporate Governance part of
the Investors Relations section, and is published hereto as Appendix A to the Company’s Notice of Meeting and
Proxy Statement. )

During the year 2007, at each of its meetings, the Committee met with senior members of the Company’s

financial management team, its internal auditor, the Company’s General Counsel, and its independent auditors.
The Committee’s agenda is established by the Committee’s Chairman. The Committee had private sessions at its
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meetings at least once each quarter with the Company’s independent auditors and, separately, with the internal
auditor, at which candid discussions take place regarding financial management, accounting, and internal control
issues.

The Committee engaged KPMG LLP, an independent registered public accounting firm, as the Company’s
independent auditors, and approves in advance all audit and other fees charged. Its procedures for pre-approval of
fees are for the Committee’s Chairman to be the lead contact regarding fees, and that for the general audit
engagement, including tax return services, and any other significant itemns, the Chairman reports the proposed fee
structure to the Committee and secks approval thereof. For any minor expense items or projects that might arise,
the Committee has delegated authority to its Chairman to negotiate and approve such arrangements.

The Committee has also reviewed with the Company's financial managers, its independent auditors and the
Company’s internal auditor the respective auditors’ overall audit scopes and plans, the results of internal and
external audit examinations, the Company’s internal and disclosure controls, including internal controls over
financial reporting, and the quality of the Company’s financial reporting.

Management has reviewed the audited financial statements and related notes in the Annual Report on Form
10-K for the year ended December 31, 2007 with the Committee including a discussion of the quality, not just the
acceptability, of the accounting principles, the reasonableness of significant judgments, and the clarity of
disclosures in the financial statements. In addressing the quality of management’s accounting judzments,
members of the Committee asked for management’s representations that the audited consolidated financial
statements of the Company have been prepared in conformity with generally accepted accounting principles, and
have expressed to both management and auditors their general preference for conservative policies when a range
of accounting options is available.

The Committee also discussed with the independent auditors other matters required to be discussed by the
auditors with the Committee under Statement on Auditing Standards No. 61 (communication with audit
committees). The Committee received and discussed with the auditors their annual written report on their
independence from the Company and its management, which is made under Independence Standards Board
Standard No. 1 (independence discussions with audit committees), and considered with the auditors whether the
provision of non-audit services provided by them to the Company during 2007 was compatible with the auditors’
independence. Also, the Committee reviewed the Company’s “Management’s Discussions of Analysis of
Financial Condition and Results of Operations” in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2007, including the Company’s most critical accounting policies identified therein.

In performing all of these functions, the Committee acts only in an oversight capacity. The Committee
reviewed prior to the Company’s public quarterly and annual announcements, financial results applicable for
2007, as well as the financial results prior to filing formal reports with the SEC. In its oversight role, the
Committee relies on the work and assurances of the Company’s management, which has the primary
responsibility for financial statements and reports, and of the independent auditors, who, in their report, express
an opinion on the conformity of the Company’s annual financial statements to generally accepted accounting
principles.

In reliance on these reviews and discussions, the report of the independent auditors and pursuant to
delegated authority from the Board of Directors, the Committee has approved inclusion of the audited financial
statements in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007, for filing with
the SEC.

Respectively Submitted,
Audit Committee

J. Thurston Roach, Chairman Randolph C. Coley
R. Hunter Pierson, Jr. David L. Lemmon
Robert B. Tudor, Il
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FEES PAID TO KPMG LLP IN 2006 AND 2007

For the years 2006 and 2007, the Company paid KPMG LLP fees in the amounts listed below for its

services.
2006 2007
Audit Fees(1) $378,000  $405,000
Audit Related Fees(2) $ 20,000 $ 20,000
Tax Fees $ 45215 $107,000
Other Fees $ 0 $ 0

(1) Includes financial statements and internal controls over financial reporting pursuant to Section 404 of the
Sarbanes-Oxley Act of 2002.

(2} Includes procedures related to audits of benefits plans.

OTHER MATTERS TO COME BEFORE THE MEETING

The Board of Directors does not know of any matters which will be brought before the 2008 Annual
Meeting other than those specifically set forth in the notice of meeting. If any other matters are properly
introduced at the meeting for consideration, including, among other things, consideration of a motion to adjourn
the meeting to another time or place, the individuals named on the enclosed proxy card will have discretion to
vote in accordance with their best judgment.

The above Notice and Proxy Statement are sent by Order of the Board of Directors.

Phillip A. Pesek
Secretary
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APPENDIX A

DELTIC TIMBER CORPORATION
AUDIT COMMITTEE CHARTER

Purpose

The purpose of this charter, as adopted and approved by the Board of Directors of Deltic Timber
Corporation (the “Company”) is to establish and govern the Audit Committee of the Company in compliance
with Section 10A of the Securities Exchange Act of 1934 as amended by the Sarbanes-Oxley Act of 2002. The
purpose of the Audit Committee shall be to represent and assist the Company’s Board of Directors (“Board”) in
fulfilling its oversight responsibility to the Company’s stockholders, the investment community, and the public
relating to: (1) the integrity of the Company’s financial statements and other disclosures; (2} the Company’s
compliance with legal and regulatory requirements; (3) the qualifications, performance and independence of the
Company’s independent auditor; (4) the performance of the Company’s internal audit function and its internal
auditors.

The Audit Committee shall also annually prepare the report required by the Securities and Exchange
Commission (“SEC”) for inclusion in the Company’s annual proxy statement.

Membership

The Audit Committee shall be appointed by the Board and shall be comprised of at least three directors,
each of whom are independent of management and the Company. No member of the Audit Committee may serve
on the Audit Committees of more than two other public companies without specific approval by the Board of
Directors. All Audit Committee members shall be financially literate (as determined by the Board of Directors in
its business judgement), or shall become financially literate shortly after appointment, and at least one member,
with significant accounting or related financial management expertise, shall be designated by the Board and
disclosed as the Audit Committee’s “financial expert”. Further, designation as the financial exper: shall not
increase or decrease an individual’s duties, obligations, or potential liability as an Audit Committee member,

Director independence, as defined by applicable SEC rules and regulations and listing standards of the New
York Stock Exchange, shall be determined by the Board. Generally, directors shall be considered independent if
they have no material relationship that may interfere with the exercise of their independence from management
and the Company. Specifically, the members of the Audit Committee must not: (1) accept any consulting,
advisory or other compensatory fees from the Company or any of its subsidiaries other than those paid in their
capacity as a member of the Board and any committee thereof; or (2) be an “affiliated” person of the Company or
any subsidiary, other than in their capacity as a member of the Board and any commitiee thereof.

Meetings

The Audit Committee shall meet, at a minimum, quarterly and otherwise as often as it is deemed necessary
to discharge its duties. During its quarterly meetings and at other meetings as may be deemed useful or
necessary, the Audit Committee shall meet with management, the internal auditor, and with the independent
auditor in separate executive sessions. Further, the Audit Committee may invite outside counsel, financial
advisors or other experts and consultants to its meetings and executive sessions as it deems necessary to
discharge its duties.

Annual Performance Evaluation

The Audit Committee shall conduct an annual self-performance evaluation of its activity and shall review
and reassess the adequacy of its charter, proposing changes thereto if appropriate and obtain the znnual approval
of its charter by the Company’s Board of Directors (*Board”).
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Authority and Responsibilities

It is the responsibility of the Audit Committee to maintain free and open communication between itself, the
independent auditors, the internal auditor, and the management of the Company. In discharging its oversight
responsibilities, the Audit Committee is empowered with full authority to investigate any matter brought to its
attention with full access to all books, records, facilities, and personnel of the Company and the power to engage,
retain or terminate the services of outside counsel, financial advisors or other experts as it deems necessary for
this purpose. The Company shall fund such services.

The Audit Committee shall regularly report to the Board with respect to the integrity of the Company’s
financial statements, its compliance with legal or regulatory requirements, the independence and performance of
the Company’s independent auditors and the performance of the internal audit function. Management is
responsible for preparing the Company’s financial statements, and the independent auditors are responsible for
auditing those financial statements. The Audit Committee in carrying out its responsibilities believes its policies
and procedures should remain flexible, in order to best react to changing conditions and circumstances. The
Audit Committee should take appropriate actions to set the overall corporate “tone” for quality financial
reporting, sound business risk practices, and ethical behavior.

The following shall be the principal responsibilities of the Audit Committee, which are set forth as a guide
and may be supplemented as required:

Integrity of the Company’s Financial Statements and other Disclosures

1. Review with management and the independent auditors, in accordance with Generally Accepted
Accounting Principles (“GAAP”), the annual and quarterly financial statements of the Company
including: (a) the Company’s disclosures under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” (“MD&A”);

(b) any material changes in accounting principles or practices used in preparing the financial statements
prior to filing a report on Form 10-K or Form 10-Q with the SEC; the effect of new regulatory and
accounting initiatives, as well as off balance sheet structures and transactions, if any.

2. Review, discuss and express its judgment about the quality, not just acceptability of management’s and
the independent auditors’ choices of accounting principles, the reasonableness of significant
Jjudgments, the clarity of the disclosures in the financial statements, non-routine transactions, and
whether the choices of accounting principles are common practices or minority practices.

3.  Prior to public dissemination or other disclosure, review and discuss the Company's earnings press
releases, as well as financial information and eamings guidance provided to analysts and rating
agencies.

4. Review and discuss policies and results of the Company’s risk assessment and risk management.

5. Review and discuss the results of the Company’s fraud risk assessment, including the potential for
management override of controls or other inappropriate influence over the financial reporting process.

6. Review and discuss with the independent auditor the adequacy of the Company’s internal controls and
the performance of the Company’s internal audit function.

Company’s Compliance with Legal and Regulatory Requirements

7.  Establish and periodically review procedures for: (a) the receipt, retention and treatment of complaints
received by the Company regarding accounting, internal accounting controls or auditing matters; and
(b) the confidential, anonymous submissior by employees of the Company of concerns regarding
questionable accounting or auditing matters.
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10.

11.

12.

Review reports and disclosures of insider trades and affiliated party transactions.
Review the CEQ’s and CFO’s disclosures and certifications required by law,

Review and discuss with management and the independent auditor any correspondence with regulators
or governmental agencies and any published reports which raise material issues regarding the
Company’s financial statements or accounting policies.

Review and discuss with the Company’s General Counsel any legal, compliance or regulatory issues
that may have a material impact on the Company’s financial statements or compliance policies.

Maintain oversight for management's anti-fraud programs and controls and code of conduct.

Qualifications and Independence of the Company’s Independent Auditors

13.

14.

15.

16.

17.

18.

19.

20.

Annually appoint, retain and compensate the Company’s independent anditors, subject io stockholder
approval, and exercise ultimate authority to approve all fees and terms of engagements with
independent auditors retained for the purposes of preparing or issuing an audit report or performing
other audit, review or attest services.

Facilitate a clear understanding with management and the independent auditors that the independent
auditors are ultimately accountable to the Board and the Audit Committee, as representatives of the
Company's stockholders.

At least annually obtain and review: (a) a report by the independent auditor describing its internal
quality-control procedures; (b) any material issues raised by its most recent internal quality-control
review, or peer review, of the independent auditing firm, or by any inquiry or investigation by
governmental or professional authorities, within the preceding five years, respecting one or more
independent audits it has carried out, and any steps taken to deal with such issues; (c) ail relationships
between the independent auditor and the Company; and (d) other required reports from the independent
auditor.

Have the ongoing responsibility to evaluate the independent auditor’s, and its lead partner’s
qualifications, performance, independence and, when appropriate, or required by law, recommend to
the Board the replacement and/or rotation of the independent auditor and/or its lead partner.

Regularly assess the independent auditor’s independence by reviewing all relationships between it and
the Company and from management discuss the matters included in the written disclosures required by
the Independence Standards Board.

Review with the independent auditor in accordance with Generally Accepted Auditing Standards
(“GAAS™): (a) the scope and results of the audit; (b) any audit problems or difficulties sncountered
during the course of the audit and management’s response; and (c) any questions, comnents or
suggestions the independent auditor may have relating to the internal controls, and accounting
practices, and procedures of the Company and its subsidiaries.

To extend that independence is maintained, and subject to de minimis exceptions, exercise the authority
to pre-approve any non-audit services that may be offered to the Company by the independent auditors.

Recommend to the Board the policies for the Company’s hiring of employees, or former employees, of
the independent auditor.

Company’s Internal Audit Function and Internal Auditor

21.

22

Review the appointment and performance of the internal auditor and ensure that the Cempany
maintains an internal audit function.

Discuss the overall scope of the Company’s internal andits, risk management processes, and system of
internal controls, including, as needed, the adequacy of staffing and budget therefor, with the internal
auditor.
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23. Review significant reporis to management prepared by the internal auditor and management’s

24,

IESpOoTISES.

Facilitate a clear understanding with management and the internal auditor that the internal auditor is
ultimately accountable to the Board and the Audit Committee, as representatives of the Company’s

stockholders.
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Electronic Voting Instructions

You can vote by Internet or telephone!

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the two voting
methods outlined below to vote your proxy.

VALIDATICN DETAILS ARE LOCATED BELOW N THE TITLE BAR.

. Proxies submitted by the Internet or telephone must be received by
' 1:00 a.m., Central Time, on April 24, 2008.

El Vote by Internet
! +Log on to the Intermet and go to
| www.investorvote.com
+ Follow the steps outlined on the secured website.

#eou Vote by telephone

ﬂ + Cal toll free 1-800-652-VOTE (8683} within the United
States, Canada & Puerto Rico any time on a touch tone
telephone. There is NO CHARGE 1o you for the call.

Using a black ink pen, mark your votes with an X as shown in X * Fallow the instructions provided by the recorded message.
this example. Please do not write outside the designated areas.

Annual Meeting Proxy Card > [ |

¥ IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

X Election of Directors {item 1 in Proxy Statement) — The Board of Directors recommends a vote FOR the listed nominees.
1. Election of Directors: For Withhold For Withhold For Withhold

o1 - Christoph Ketlr, Il 0 O 02 - David L. Lemmon ] 03 - R. Madison Murphy |:| +

I} Issue (item 2 in Proxy Statement) — The Board of Directors recommends a vote FOR the below listed item.
For Against Abstain

2. Ratify the appointment of KPMG LLP as auditors. D D D

Non-Voting Items
Change of Address — Please print your new address below.

33 Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as your name appears hereon. For joint accounts, each owner shovid sign. When signing as executor, administrator, attomey, trustes or guardian, efc., please give full
title. Please return promptly. ' r

Date {mmiddiyyyy) — Please print date below. .. Signature 1 — Please keep signature within the box. Signature 2 — Please keep signature within the box.

/[ /

31AV DEL2 +

- . "
0OUTEB 016713_COMPANY_BLANKS_1_3121244700007/000007/




W IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE.

Proxy — Deltic Timber Corporation

PROXY SOLICITED BY BOARD OF DIRECTORS FOR ANNUAL MEETING, APRIL 24, 2008

The stockholder{s) whose name(s) appears on the reverse side hereby appoints Robert C. Nolan and Ray C. Dilton, or each of them, as the stockholder'q
proxy or proxies, with full power of substitution, to vote all shares of Common Stock of Delfic Timber Corporation which the stockholder is entitled to vote a
the Annual Meeting of Stockholders to be held at the South Arkansas Aris Center, 110 East 5th Street, Ef Dorado, Arkansas, on April 24, 2008, a
10:00 a.m., local time, and any adjournments thereof, as fully as the stockholder could if personally present.

IMPORTANT - This Proxy must be signed and dated on the reverse side.

THIS PROXY WILL BE VOTED IN ACCORDANCE WITH THE SPECIFICATIONS MADE ON THE REVERSE SIDE, BUT IF NONE ARE INDICATED, THIS
PROXY WILL BE VOTED FOR ALL NOMINEES LISTED ON THE REVERSE SIDE, AND FOR ITEM 2.

END (Continued on reverse side,
YOUR VOTE IS IMPORTANT.

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY PROMPTLY USING THE ENCLOSED POSTMARKED ENVELOPE.




