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Disclaimer
Forward looking Statements:

Certain statements in this release 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 the 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 made in this presentation to reflect any change in 
expectations in relation thereto or any change in events, conditions or circumstances on 
which any such statement is based.
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Overview
• Transaction completed

– $600 million initial purchase price received
– $70 million net asset adjustment (estimate) expected to be received in 90 – 

120 days

• Major step in PaperlinX transformation
• Strengthened financial position

– $500 million initial debt reduction
– $83 million finance lease off books

• Permanent waivers for previous covenant breaches confirmed
• Essential principles for future funding finalised
• Review of Tas Paper nearing completion
• Focus on sustainable global merchanting platform

– Competitive position and efficiency in core paper business
– Growth in non-paper, own brands and environmental offerings

• 2009 earnings outlook
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Sale of Australian Paper – Key numbers

• $600 million initial purchase price received 1 June 2009

• $100 million potential maximum upside from earn out over 
the next three years

• $70 million net asset adjustment (estimate) expected 
approximately 90 - 120 days after completion applied to 
further debt reduction

• $(85-90) million sale costs and related restructuring costs

• $500 million applied to immediate debt reduction

• $83 million finance lease off books

• $(150) million loss on sale (approximate – amount will be 
finalised with completion accounts)
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Pro Forma Balance Sheet Impact
(A$ million) Dec 

2008
Actual

Estimated
Pro forma
Dec 2008

(prior estimate)

June 2009 
Based on
Estimated
Pro forma 
Jun 2009

Total Assets 4,492 3,516 3,383
Total Liabilities 2,925 1,978 2,050
Shareholders Equity 1,567 1,538 1,333

Net Debt (included above) 1,062 327
Net Asset Adjustment (September ‘09) (70)
Other Transaction Costs Paid in 09/10 20
Net Debt 338 277(1,2)

Gearing (Net debt/net debt + equity) 40% 18% 17%(2)

Assumes all funds received applied to debt reduction
For indicative purposes only, includes estimates

1) June working capital seasonally lower than 
December
2)  Post net asset adjustment and other costs
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AP Sale – Cash Impact (A$m)

Gross consideration on AP sale
Consideration – received 1 June 2009
Consideration accrued – net asset adjustment – received Sept 
09 (estimate)
Management fee (over 3 years)

Less costs
Transaction / transition costs
USPP make whole
Potential indemnity – Environmental (maximum)
Superannuation top up

600

70
6

676

(51)
(25)
(10)
(12)
(98)

Net consideration on AP sale 578
Potential 3 year earn out (maximum)
Total potential cash impact from AP sale

100
678
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Key Points on Balance Sheet

• Debt paydown will be phased
– $500 million paydown immediately, $70 million post net asset 

adjustment (estimate) expected in Sept 09, with agreed ongoing 
schedule until $700 million total debt reduction

– Permanent waivers for previous breaches
– Essential principles for covenants going forward agreed

• To be agreed and documented post Board approval of company budget 
(and before end of August 2009)

• Future funding principles finalised
– All bank debt maturities now February 2011

• Extension of Dec 2009 tranche and shortening of Feb 2013 tranche
• USPP’s shortened to 2013/2015

– All syndicate banks and USPP holders have remained
• 2010 interest cost expected to be ($40-45) million

– Additional borrowing costs through the Corporate costs line of ($15) 
million related to bank fees and charges

– Higher rates initially, reducing via leverage ratio matrix schedule
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Tas Paper Review
• Two Mills in Tasmania

Burnie B4 capacity of 50,000 tpa (major grade UWF) 
B10 capacity of 90,000 tpa (major grade UWF) 
60,000 tpa of base paper to Wesley Vale for coating

Wesley Vale W11 capacity of 80,000 tpa (major grade FCO) 
W12 off-machine coater – capacity 75,000 tpa 
Pulp capacity of 40,000 tpa high yield mechanical pulp

• Transition arrangements with Australian Paper for
– 45,000 tpa of pulp at cost from Maryvale Mill
– Take or pay on Tasmanian production

• Review underway with 4 options
– Status quo
– Reduced footprint (partial closure)
– Sale
– Complete closure

• Targeting June decision on future plans
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PaperlinX Global Merchanting Platform
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Evolution of business
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Sustainable Business Model

Pressure from 
external economic 
conditions

Structural changes to 
paper usage

Value add services / products off 
existing platform

(Sign and Display, Graphics

Converting, Industrial packaging)

Core Operating Principles 
and Values

LOCAL 
PAPERLINX 

BUSINESS AND 
CUSTOMERS

New business 
growth

Traditional Paper 
Merchant model

Strategic supplier 
relationships

Increase market shares >20%

Exit non performing

Reduce cost and improve productivity 
to match market (variablise the cost 
base)

Higher value brand propositions

Environmental leadership

Respect of local / value from Global

EXTERNAL PRESSURES CORE PROCESSES

Best Practice Sharing

New
Customers

Existing
Customers
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The PaperlinX Merchanting Model - Layers of Value
Layers of Value Examples

At acquisition Disciplined acquisition approach Acquisition criteria

Customers and customer relationships
PaperlinX Values
Core Operating Principles

Basis for PaperlinX model

As we build in 
market scale

Best people
Integration opportunities lead to 
business strengthening

Best customers
Best suppliers

Back office synergies - Logistics 
- IT platforms
- Support staff

Value adding activities - Sign & display
- Industrial packaging 
- Graphics
- Custom converting

Portfolio management

Further global 
benefits

Best practice sharing - Policies (i.e., debtor,  safety etc) 
- Operational Excellence 
- Brands/Marketing/CVP’s 
- Training

Strategic supplier alignments Logistics and ideas

Global customer solutions Servicing models
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Key Merchant Metrics: Costs
• Costs are being increasingly 

variablised over time (see graph)
• Labour and delivery make up the 

majority of expenses
• Some costs can be reduced with 

volume quickly:
– Delivery costs, fuel, overtime, 

temporary employees, commissions
• Others take longer:

– Sales and service
– Labour
– Administration
– Marketing and promotion

• Some costs require structural 
solutions:

– Warehouse consolidations
– Fleet reductions
– Shared services

Trading Expenses/ Sales
Moving Annual Average

16
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Jun-07 Dec-07 Jun-08 Dec-08

%

Labour

Rent/Lease/Maintenance

Office/Marketing/Travel
Other

Delivery

Merchanting Trading Expenses
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Key Merchant Metrics: Costs
• Head count reduction

– Around 500 reduction in FTE’s YTD 
April

– Hiring freeze

• Regional expense reductions in 
2009 of $US25m and €45m to 
partially mitigate weaker markets

• April 2009 expenses versus prior 
down (18%) in Europe and down 
(22%) in North America

• Temporary labour cost reductions 
supported by employees

– Short term incentives reduced or 
eliminated

– No salary increases planned in 2009
– Shorter work weeks/unpaid leave 

and sabbaticals
• Avoid further job losses
• Retain skills in business for 

when conditions improve

Trading Expenses - % change April versus 
1 Year ago 2 Years ago

Europe -18.2 -17.1
North America -22.0 -6.9
ANZA -5.0 -15.2

Employee Headcount (FTEs Excluding AP) 

7200

7400

7600

7800

8000

Jun-07 Dec-07 Jun-08 Dec-08

Em
pl

oy
ee

s



15

Key Merchant Metrics: Gross Profit %
• Merchanting offers a more stable 

earnings base than manufacturing

• Gross profit percentage remains 
relatively unchanged through the 
cycle

• Gross profit % supported by value 
added products and services

• Improved mix through enhanced 
value propositions, branding, 
environmental offerings and higher 
margin non-paper offerings are 
positive for profit margins

Merchanting - MAA Gross Profit % 

19.0

19.2

19.4

19.6

19.8

20.0

Jun-07 Dec-07 Jun-08 Dec-08

%

Non-Paper GM & GM %

15

16

17

18

Jun-07 Dec-07 Jun-08 Dec-08

(M
ils

)

22%

23%

24%

GM MAA GM% MAA



16

Corporate Costs

• Corporate includes:
– Group Office
– Public company costs
– Borrowing costs (line fees, bank charges, etc) – over 

33% of total

• Group Office head count of 44

• Review of Corporate costs
– No repetition of FX losses seen in late 2008
– Review of structure of Group Office

• No annual cash bonuses paid in 2009 for CEO and staff
• Resource adjusted to match future direction
• Increased resource location in regions
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Corporate Costs
Target $10 million reduction (pre forex, line fees, bank costs) from 2009 to 2010

2009

People (Direct Corp Office)
Other Employee Costs (Incentives, Training)
Other Corp Office Costs
Public Company costs (Incl Share Registry, Listing, Audit)
Prof Fees
Borrowing Costs
FX losses
Borrowing Costs - Waiver Fees
Net FX on Loan & Cross Ccy Principal

2010

People (Direct Corp Office)
Other Employee Costs (Incentives, Training)
Other Corp Office Costs
Public Company costs (Incl Share Registry, Listing, Audit)
Prof Fees
Borrowing Costs
FX losses
Borrowing Costs - Waiver Fees
Net FX on Loan & Cross Ccy Principal
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Key Merchant Metrics: Working Capital
• Reducing working capital releases cash 

to fund the business and reduce debt

• Working capital / sales is a key measure 
of improving efficiency

• The sharp decline in sales volume at the 
end of calendar 2008 as a result of 
weaker markets impacted this ratio and 
is now being reversed through sound 
inventory management process

• Overall working capital in Merchanting 
has continued to reduce

• Improved cash management offers 
opportunities for lower funding costs

• Merchanting has a lower need for capital 
expenditure than manufacturing

Merchanting - Moving Annual Average Working 
Capital by Region (local currency)
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Key Merchant Metrics: Working Capital
• The sharp slow down seen in the 

second half of calendar 2008 initially 
saw an increase in inventory days as 
sales fell faster than stock receipts

• We have now seen the benefit of tight 
inventory management as a rebalance 
has been established

• Debtor management was able to 
respond faster 

• The positive short term position is a 
continuation of a long term improvement 
in Debtor days as best practice shared 
and pursued 

• For PaperlinX, the majority of working 
capital is tied up in Debtors (receivables)
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Summary Financial Model

• Optimise volume / revenue through value propositions and 
growth of value added segments

• Support of gross profit percentage through trading, growth 
of value add and supplier alignment

• Variablise expenses as an ongoing discipline through near 
and longer term initiatives and best practice sharing

• Lower Corporate costs through stabilising financing and 
decentralised organisational structure

• Reduce working capital through disciplined practices on 
inventory (S&OP), debtors and creditors

• Free up cash with more flexible financing at regional levels 
and sale of assets

• Reduce debt and interest costs
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Outlook
• Difficult markets continue

– Industry inventory reductions appear well progressed (though 
delayed vs expectations). GP% has suffered temporarily as excess 
system inventory is depleted

– Weak volumes and demand (vs 2008) though gradual improvement 
through 2010 (off lower 2009 base; 2010 still expected below 2008)

– Seasonally weak September quarter will compound weak market

– H2 2009 earnings impacted by weak markets especially in Europe 
and the US.  Overall volumes expected around 20-25% below H2 
2008

• Mill actions to mitigate downturn
– Aggressive production downtime in NA/Europe

– Capacity closures
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Outlook (cont’d)
• PaperlinX actions to mitigate

– Cost reduction programmes / improved mix
– Ongoing diversification of products through existing distribution 

infrastructure
– Cash generation to pay down debt

• Full year divisional EBIT (reported EBIT before Corporate and 
significant items) estimated to be around 30-35% lower than prior 
impacted by weak markets partially mitigated by cost reductions

– 2H 2009 and total year further depressed by bank/note holder charges, 
consultants costs for lenders, and related waiver fees

– Full year EBIT impact of above costs and fees, corporate costs and 
previously announced FX losses estimated at a total of around $95 million

– Reported EBIT will also include significant items relating to the sale of 
Australian Paper (impairment and loss on sale)
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Summary
• Sale of Australian Paper completed
• Improved financial platform

– Debt reduced with more to come
– On-going focus on cash generation and debt reduction
– Expense and working capital management improving

• Review of Tas Paper progressing
• Focus on global merchanting platform

– Efficient core paper business
– Growing value add segments
– Proven ability to create value over time 

• Difficult markets will lead to structural change and 
opportunities

• Industry consolidation expected to see increased value 
proposition for paper merchants
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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.

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