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IMPORTANT NOTICE

This presentation is being made only to and is dire cted only at (a) persons who have professional expe rience 
in matters relating to investments falling within A rticle 19(1) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (the “Order”) or (b)  high net worth entities, and other persons to whom  it 
may otherwise lawfully be communicated, falling wit hin Article 49(1) of the Order (all such persons to gether 
being referred to as “relevant persons”). Any person  who is not a relevant person should not act or rel y on 
this presentation or any of its contents.

This copy of the presentation is solely for the use  of the investment professional organisation to whi ch it has 
been given. Any reproduction or distribution of thi s presentation in whole or in part without the cons ent of 
Powerflute Oyj is hereby prohibited.

No representation or warranty is given or is to be implied by or on behalf of Powerflute Oyj or its dir ectors as 
to the accuracy or completeness of the information or opinions contained herein and no liability is ac cepted 
for any such information or opinions.

This presentation contains certain forward looking statements that are subject to certain risks and 
uncertainties, in particular statements regarding P owerflute Oyj’s plans, goals and prospects. These 
statements and the assumptions that underlie them a re based on the current expectations of management 
and are subject to a number of factors, many of whi ch are beyond its control. As a result, there can be  no 
assurance that the actual results, performance and achievement of Powerflute Oyj will not differ mater ially 
from any future results, performance or achievement s that may be expressed or implied by any such forwa rd 
looking statement. The information in these slides and the presentation made to you verbally is subjec t to 
updating, completion, revision and amendment withou t notice.

This presentation does not constitute or form part of any offer to purchase, sell, issue or subscribe for shares 
in Powerflute Oyj or any other company, nor the sol icitation of any such offer, nor shall it or any pa rt of it or 
the fact of its distribution form the basis of or b e relied on in connection with any contract therefo re.
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Dermot Smurfit, Chairman

Don Coates, Chief Executive Officer

Presentation Team
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Highlights

• Floated on AIM May 2007 & First North (OMX) Februar y 2008 

• Performance in line with expectations
– Sales up 18% to � 115.7m

– EBITDA on ordinary activities up 59% to � 20.4m 

– EBITDA margin 18%
– Operating profit on ordinary activities up 89% to � 15.2m

– PBT up 117% at � 12.5m

– Basic EPS 10.3 cents up 110%
– Record production & deliveries in 2007 

– Year end net debt reduced 23% to � 25.6 million

– Maiden final dividend of 3.366 cents (2.566p) per s hare declared for 
payment in May 2008

• JV with Myllykoski secures wood supply strategy bey ond 2010 

• Trading to date ahead of last year
• Board views 2008 with confidence
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Financial Overview

Period ended 31 December 2007 

(�  millions, except for percentages) 

Year ended 31 
Dec 2007 

 

Year ended 
31 Dec 2006 

 

% Change 

 

Sales 115.7 

 

98.3 +18% 

EBITDA (1)EBIT E EBITDA (1) 20.4 12.8 +59% 

EBITDA Margin %    18%   13.0%  

Depreciation & amortisation (5.3) (4.8)  

Operating profit on ordinary activities 15.2 8.0 +8 9% 

PBT 12.5 5.8 +117% 

Profit for the financial period 7.0 3.8 +88% 

EPS (basic on ordinary activities) 10.3 cents 4. 9 cents      +110% 

Net Debt at 31 December 2007 25.6 33.4  

Net Debt to market capitalisation (2) 31.3%   

Net debt to EBITDA 1.25X 2.61X  

          

    

    

    

(1) EBITDA refers to operating profit on ordinary activities before depreciation, amortisation and impairment of property, plant and equipment and intangible assets and the release of negative goodwill. Although EBITDA is not 
a measure of operating profit, operating performance or liquidity under IFRS, the Company has presented this financial measure because it understands that EBITDA is used by some investors to determine a Company’s 
ability to service indebtedness and fund ongoing capital expenditures. EBITDA should not, however, be considered in isolation or as a substitute for operating profit as determined by IFRS, or as an indicator of the 
Company’s operating performance or of its cash flows from operating activities as determined in accordance with IFRS.

(2) Based on market capitalisation of � 81.85m Friday 14 March 2008
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Cash Flow

(�  millions)     Year ended 31 
Dec 2007 

 

   Year ended 31 
Dec 2006 

 
EBITDA on ordinary activities  20.4 12.8 

Working capital movements (1.5) 0.3 
Other operating cashflow adjustments 0.2 0.3 
Cash inflow from operations 19.1 13.4 
Tax paid (2.5) - 
Net cash inflow from operating activities      16.6       13.4 
Capital expenditure (5.5)  (3.0) 
Proceeds on sale of fixed assets 2.9 - 
   
Net cash flow after investing activities 13.9  10.4 
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Dividend

• Proposed maiden final dividend of 3.366 cents (2.56 6p)
per share

• Annualised dividend yield of 5.4% (at 71p/share)

• Dividend Cover 4X times

• Future dividend policy expected to be one third (in terim) 
two thirds (final)
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The Business Model

• Powerflute is a holding company operating a special ty paper business 
with strong fundamentals

– Specialty paper business with strong fundamentals
– Strong market position

– High barriers to entry

– Superior EBITDA margins
• Management team has boosted performance

– Increased sales, output  and productivity

– Significantly improved financial performance
• Opportunity for future growth

– Continuing organic growth

– Potential returns from acquisitions as the sector r ationalises
• Balance sheet strength & cash flow characteristics to deliver superior 

shareholder returns through accretive acquisitions
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Market Overview

• Nordic Semi Chem fluting (“SCF”) market
– Continuing strong fundamentals
– 3 global Nordic SCF suppliers 
– Good growth prospects
– No additional capacity coming on stream
– Order book strong

• Pricing
– 2007 price increases successfully implemented
– Further price increases announced
– Cost push a key factor
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Quarterly Sales
Quarterly Turnover Price Development
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Operational Review

• Pricing
– 13% increase

• Sales volumes
– 5% increase

• US$
– � 3m adverse effect

• Wood pricing
– 15% increase

• Capex
– Total � 5.5m
– Headbox investment � 4.4m
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Wood Strategy

• Strategic priority to ensure continuity of supply
• Existing agreement expires end 2009
• Russian tariffs may affect market
• JV with Myllykoski addresses these issues

– Complementary geography & wood grades
– More efficient supply chain
– Expected to commence Summer 2008
– A fourth player in the Finnish market
– Imports from the Baltic region as required 
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Acquisition Strategy

• Structural change in industry creating opportunitie s
• ‘Orphan’ assets prime targets
• Continuing to seek suitable opportunities
• Creation of shareholder value the key discipline
• Strong balance sheet allows focus on debt funded 

transactions
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Current Trading and Outlook

“..trading is ahead of last year. 
The order book is strong…”

“The current winter in the 
Nordic region has been warmer 
than is the norm…. ensuring 
sustainable wood supply is a 
priority”

“Overall the outlook for 2008 is 
positive…The Board views 2008 
with confidence”
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Investment Case

• Specialty paper business with strong fundamentals
• Strong market proposition
• High barriers to entry
• Superior EBITDA margins
• Balance sheet strength & cash flow characteristics to deliver 

superior returns through accretive acquisitions
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Q & A  
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Appendix
(Information as at May 2007)
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The Powerflute Fluting Product

• Powerflute operates a semi-chemical paper mill (Savon Sellu) in 
Finland

• The Savon Sellu mill manufactures nordic semi-chemical fluting, a 
product used in specialty corrugated packaging

– Fluting is the corrugated ‘wavy’ part of the packaging (see 
right)

– Savon Sellu makes fluting using only “virgin fibre” birch wood

– Only two other mills produce this product in Scandinavia

• “Powerflute™” fluting is a premium paper product for the 
packaging industry, commanding higher prices than “Waste-
based” recycled fluting
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Profitable Specialty Applications

• Corrugated board is used in many end-products
– Corrugated board is used for the manufacture of boxes, cases, displays, trays

– Consumer, retail and transportation/industrial packaging

– Food is by far the biggest corrugated board end user

• Unique properties make nordic semi-chem fluting suited to demanding 
applications where moisture renders alternative products unsuitable

– Virgin fibre provides strength, purity and moisture resistance

– Ideal for fresh food, frozen foods and agricultural products

– Also used for electrical goods, heavy duty packaging for the automotive industry



22

Few Economically Viable Substitutes

• Alternative products include corrugated boxes made from recycled fibre fluting, 
returnable plastic cases and wooden boxes

• Recycled fibre fluting is not ‘fit for purpose’ in P owerflute’s target markets
– Virgin birch fibre is naturally moisture resistant 
– Recycled fibre fluting is not as strong
– Recycled fibre fluting products do not perform well under moist conditions

• Returnable plastic cases (RPC’s) have been adopted in some markets
– RPCs are designed for reuse and require collection a nd shipping
– The cost of return delivery makes RPC’s only viable  for short distance shipping
– Overall the corrugated market is linked to the grow th in long-distance and international 

trade

• Wooden boxes have proved expensive in comparison wi th corrugated
containerboard

– Containerboard often preferred to wooden boxes in s hipping
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Sustainable, Renewable And Recyclable Product

• Paper is a recyclable, biodegradable, natural product

• Manufactured from a sustainable forestry source

• Reuses own waste products
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A Stable Customer Base

• The customer base is largely stable, repeat business, with little churn

• Approximately 10 principal customers account for 80% of sales*

• The two largest customers account for 50% of production

Source: 
* As at December 2006
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World Trade Is The Driving Force

Manufacturing
Packaging materials
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Source: 
Pöyry Forest Industry Consulting
National paper associations
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Reasons For Resilience

• Few viable substitute products

• High barriers to entry
– Very low returns on new build plant 
– Environmental permissions for building new mills are difficult to obtain
– Few alternative geographic locations; additional birch only available in quantity from 

Russia

• Long term industry relationships with suppliers and customers
– Management have over 150 years of experience in this industry

– Trusted supplier

– Stable customer base, low churn rate

• Market pricing power
– Small and reducing number of suppliers (mills continue to close)
– High mill utilisation rates create pricing leverage

Source: 
* Management estimate new mill with same capacity would cost approx. � 300m
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Experienced Team In Place

Dermot Smurfit

Chairman

Dermot Smurfit

Chairman

Don Coates

Chief Executive Officer

Don Coates

Chief Executive Officer

Ian Halliday
Director of 

Corporate Development

Ian Halliday
Director of 

Corporate Development

Juha Niemelä

NED

Juha Niemelä

NED

Chris Knight

Senior NED

Chris Knight

Senior NED

Tony Smith

NED

Tony Smith

NED



29

The Powerflute Turnaround

• EBITDA margins from 4.4% to 12.6%

• Output raised to 254,000 tonnes pa

• Revenues improved by 15.0%

• Created � 1.7m of ongoing cost 
improvements

• Working capital reduced

• Productivity increased by 57% per 
capita

• Wholesale change in management 
and culture

• Increased mill capacity by 30,000 
tonnes 

• Reduced mill headcount by 28% 

• Introduced ‘best practice’ mill 
operations

• Improved cost discipline and better 
financial management

• Raised product prices

Operational improvements 31 December 2005 to 2006Management changes
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Summary Historic Profit And Loss Account � ’m

Period ended 31 December 2005 
 

2006 
 

   
Sales 85.4 

 
98.3 

   
EBITDA 3.7 12.4 
EBITDA Margin %    4.4%    12.6% 
Depreciation & Amortisation (4.5) (4.8) 
EBIT 
Interest 

(0.8) 
(1.7) 

7.6 
(2.2) 

PBT (2.5) 5.4 
   
   
Raw material and consumable as % of Sales 51.3% 50.3% 
 

Figures pre IFRS goodwill adjustment
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Summary Of Cashflows � ’m

Period ended 31 December 
 

2005 2006 

   
EBIT* (0.8) 7.6 
Depreciation 4.5 4.8 
   
EBITDA* 3.7 12.4 
   
Less operative capex (3.0) (3.0) 
Less assets acquisition 
Less working capital investment 

(11.4) 
(7.0) 

- 
0.3 

   
Cash flow pre financing (17.7) 9.8 
   
Year end net debt  30.3 
* Pre release of goodwill 
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Cash Generative

• Between financial periods ended 31 December 2005 and 2006 total capital 
expenditure of � 6m 

• Well capitalised group with low levels of maintenance capex
• Low working capital investment requirements

• High returns on capex for capacity expansion

• Cash generation should facilitate progressive dividend policy
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Business Strategy And Future Opportunities

• Continued organic growth of the Savon Sellu business
– Potential for expansion of plant capacity to 300,000 tonnes per annum

• Future acquisitions as part of the growth strategy
– The senior team has experience in operating a broad variety of paper and paper 

conversion businesses and in turnaround situations

– Powerflute management believe there are under-performing businesses and assets in 
the paper industry with turnaround potential

• Opportunities may exist beyond corrugated containerboard

• Access to capital markets is key to this strategy
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Summary

• High quality business with strong fundamentals

• Highly experienced team with long track record in the industry

• Future growth opportunities


