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Forward Looking Statements
Certain statements in this document relate to the future, including forward 
looking statements relating to PaperlinX’s financial position and strategy. 
These forward looking statements involve known and unknown risks, 
uncertainties, assumptions and other important factors that could cause the 
actual results, performance or achievements of PaperlinX to be materially 
different from future results, performance or achievements expressed or 
implied by such statements.
Neither PaperlinX nor any other person gives any representation, assurance 
or guarantee that the occurrence of the events expressed or implied in any 
forward looking statements in this document will actually occur and you are 
cautioned not to place undue reliance on such forward looking statements.
Subject to any continuing obligations under applicable law or any relevant 
listing rules of the ASX, PaperlinX disclaims any obligation or undertaking to 
disseminate any updates or revisions to any forward looking statements in 
this document to reflect any change in expectations in relation thereto or any 
change in events, conditions or circumstances on which any such statement 
is based.



Announcement

PaperlinX, the largest and only global fine paper merchant, 
announces it has agreed to acquire Canadian fine paper 
merchant Cascades Resources for approximately C$85 
million (A$97 million), more than doubling its position in the 
Canadian market.

The transaction remains subject to:

– Regulatory approvals

– Customary closing conditions

– Completion



Agenda

• PaperlinX Strategic Direction

• Transaction Overview

• Cascades Resources

• Acquisition Financing

• Conclusion



PaperlinX Strategic Direction

• Grow volume, earnings, returns and earnings per 
share in merchanting
– Strong management of existing businesses
– Future expansion potential
– Realise consolidation benefits

• Realise full value of manufacturing through the 
cycle
– Focus resources to secure competitive advantages
– Increased shareholder value



PaperlinX Strategic Direction

• PaperlinX has transformed itself over the past five 
years
– Now the world’s leading paper merchant
– Strong earnings contribution from merchanting growth
– Provides balance to more volatile Australian Paper 

manufacturing earnings
• Opportunities for further returns growth

– Building on existing merchanting base
– Continued success in reducing working capital and cost 

management



Merchanting Growth
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Leading Global Fine Paper Merchant
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Transaction Overview

• Acquisition of assets of Cascades Resources for a 
cost of approximately C$85 million (A$97 million)

• Funded from existing debt facilities and cash

• More than doubles PaperlinX’s Canadian position

• Acquisition multiple of 6.8 times average of last 
three years EBITA

• Contributes positively to earnings from completion

• Creates further opportunities for shareholders, 
employees, customers and suppliers



Cascades Resources

• National fine paper merchant
– Solid position in the East

• Approx C$420m annual sales revenue (220,000 
tons)

• 75% Stock / 25% Indent
• 490 people in 15 locations across Canada
• Strong and profitable fine paper merchanting 

business
• Solid and growing Graphics business
• 5 year supply agreement with Cascades Fine 

Papers



Strategic Rationale

• Consistent with Core Operating Principle:
“Strengthen then build off existing platform”

• PaperlinX becomes the leading distributor to the 
fine paper and graphics arts industry in Canada 

• Complementary to existing business: 
leverages Cascades and Coast’s strengths across 
Canada

• Significant synergy opportunities
• Further leverages global platform
• Meets all PaperlinX acquisition criteria



PaperlinX’s Acquisition Criteria

Cascades Resources meets all the key criteria

Low risk and profitable
Good management
Stockist merchant of high quality fine paper
Key supplier relationships
Wide spread of customers
Satisfactory logistics and information systems
Earnings per share positive in year 1
Target return criteria of 15% return on average funds 
employed (ROAFE) by end of year 3
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Cascades Resources Business Locations

Paper
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Combined Canadian Business Locations

(1) Cascades Resources: Paper
Converting

(2) Coast Paper:

Edmonton

Calgary

Winnipeg

Kitchener Mississauga (2)

Scarborough

Belleville

Sudbury Ottawa

Montreal

Quebec City
Dartmouth

Mount Pearl

Burnaby

Vancouver

Saskatoon

Regina



Key Statistics

$CAD Cascades
Resources

Coast Paper

Sales Volume ‘000 st 220 135

Sales Value $m

#

#

%

%

420 250

People 490 360

Locations 15 9

Sales – Stock 75 72

Sales - Indirect 25 28



Segment and Product Split 

Products
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Synergy Opportunities

• Synergies expected to come from 
– Warehousing, logistics, distribution
– Inventory holdings, working capital
– Back office

• Same IT platform as existing business
• Anticipated synergies for financial justification

– Year 1: 0 (costs = benefits)
– Year 3: <0.5% of sales

• Significant additional synergy opportunities over 
time
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Acquisition Cost
• Acquiring 100% of business
• Total transaction cost is approximately C$85 million
• Funded from existing  facilities
• Takes gearing to

Debt/equity 61% against target of 50-70%

Debt/debt and equity 38% against target of 40-50%

• 6.8 times adjusted EBITA average of the last 3 years 
(based on purchase price)

• 6.6 times adjusted EBITA for last year (based on purchase 
price)

• Total intangibles of C$3 million, including costs
– All Goodwill



Impact on Current Earnings

• Earnings per share positive in year 1, based on 
2005 financial year earnings per share
– Up approx 5% in year 1
– Up approx 10% in year 3

• Increased earnings per share will help support 
dividend



Assumptions for Earnings/EPS Growth

• No growth in underlying economy in first year
• Consolidation benefits in first year offset by 

implementation costs
• Consolidation benefits in third year estimated at 

<0.5% of sales
• Average tax rate on new business of 38%
• Earnings per share growth assumptions based off 

PaperlinX 2005 earnings
• Capital Expenditure = Depreciation
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The PaperlinX Global Platform

Spicers Paper Inc
Kelly Paper
Coast Paper
Cascades Resources

Spicers Paper Inc
Kelly Paper
Coast Paper
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North America
PaperlinX EuropePaperlinX Europe

Europe

PaperlinX AsiaPaperlinX Asia
Asia

PaperlinX ANZPaperlinX ANZ

Australasia Merchanting
Australian PaperAustralian Paper

Australasian Manufacturing



North American Locations
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Conclusion

• Unique opportunity to build on solid Canadian market 
position

• Acquiring for a fair price, at a low point in the cycle

• Clear fit with successful fine paper merchanting growth 
strategy

• Targeted for solid earnings per share contribution from day 
one

• Expected to exceed targeted returns on investment

• Funded through existing debt facilities

• Positive for PaperlinX shareholders



Questions and Answers



This document is not a prospectus.  It has been prepared solely for the purpose of information and 
does not constitute, nor is it intended to constitute, an offer or invitation to any person to buy or sell 
shares in PaperlinX Ltd.  PaperlinX Ltd and its related entities and each of their respective directors, 
officers and agents (all, ‘PaperlinX’) have prepared the information contained in this document in 
good faith and have attempted to ensure that it is accurate at the time of preparation.  However, no 
warranty is made as to the accuracy or reliability of any statements, estimates or opinions or other 
information contained in this document (any of which may change without notice) and, to the 
maximum extent permitted by law, PaperlinX disclaims all liability and responsibility for any direct or 
indirect loss or damage which may be suffered by any recipient through relying on anything 
contained in or omitted from this document. PaperlinX strongly advises any reader to make their own 
enquiries and to seek independent professional advice before making any investment decisions.

This document is not an offer of shares for subscription or sale in any market, including the United 
States. Shares may not be offered or sold in the United States, or to or for the account of U.S. 
persons, unless the shares have been registered under the U.S. Securities Act of 1933 or an 
exemption from registration is available. The shares referred to in this document have not been and 
will not be registered under the Securities Act. This document may not be released in the United 
States.

PaperlinX Limited
307 Ferntree Gully Rd, Mt Waverley, Victoria 3149, Australia
ABN 70 005 146 350
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