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Total Assets
Actual Pro forma"

2001 2000
S Sm
1,096.9 221.7
893.6 945.7
309.2 315.9

409.5 495.4

 2.709.2 ‘ﬂ 978 7

2,134.9 1,901.4

96.3 394
383.4 19.9
8.0 8.4

86.6 9.6

Industry Segments
Profit from Ordinary Activities
before income Tax Sales Revenue
Actual Pro forma®™ Actual Pro forma®™
2001 2000 2001 2000

Merchanting® 43.8 19.5 1,442.2 619.2
Communication Papers® 97.2 65.8 794.0 701.1
Packaging Papers® 53.5 60.4 275.4 .310.4
Other Businesses® 59 11.1 425.4 382.6
Proﬁt from ordmary acttv:tles
before interest and income tax 200.4 156.8
Net interest (42.9) (36.3)
|nter—segment sales ! (584.2) (427. 1)
'U'@'U'A[L 157.5 120.5 2,352.8 ‘E 586 2
Geooranhic Seoments
\,\.\\J\jd I~ . J\.\:j,-\lhu\\,‘tlm.‘.
Australia 180.6 152.1 1,682.8 1,406.7
New Zealand 6.5 1.6 151.4 75.6
North America 10.1 0.2 425.7 72.0
Europe 0.3 0.6 31.8 31.2
Asia 2.9 2.3 61.1 0.7
Operatlon Proﬁt from
ordinary activities before
interest and Income Tax 200.4 156.8
Net mterest (42.9) (36.3)
TOTAD_ ’1157 5 ‘HZO 5 2 352 8 11 586 2

27@92 ‘E‘9787

(1) Pro forma results are the results as if the businesses at 30 June 2000 had been owned for the full year
1 July 1999 to 30 June 2000.
(2} Profit from ordinary activities before interest, income tax and significant items.
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P—‘\m v‘, Dt ey 74 ! 7 iy A . O et
perinX Limited and Controlieg Entities
Actual Pro forma™
Year to 30 June 2000/2001 1999/2000 % change
$m $m
Sales 2,352.8 ‘l 586 2 +48.3%
Proﬁt from ordrnary actlvmes before
interest and income tax‘z’ 2004 156.8 +27.8%
Proﬁt from ordlnary actrvmes before
income tax 157 5 120.5 +30.7%
Profit from ordrnary actlvmes after income tax‘” 105 6 86.9 +21.5%
Key Ratios
Profit from ordinary activities before interest
and income tax to average funds employed (%) 11.8 10 5
Proﬁt from ordlnary activities before lnterest
and income tax to sales (%) 12 6 12.1
Return on average shareholders equlty (%) 9 7 9.2
Net interest cover (tlmes) 4 7 4 3
Earmngs per share (cps) 37 2 33 8
Number of employees 4,055 2 544
Amortrsat;on and deprecratron ($ mrlhon) 63 3 50 O

(1) Pro forma results are the results as lf the busnnesses at 30 June ZOOO had been owned for the full year

1 July 1999 to 30 June 2000.
(2) Before significant items.
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Record sales of $2 353 million, up 48% over prior year pro ‘forma 4

Net pro‘flt a‘fter ‘tax of $105 6 rmHlon up 22% over prlor year pro forrna J

Earnmgs per share of 37 2 cents up 10% over prror year pro forma J

Fully ‘franked fmal drvrdehd of 14 cents per share making a total

of 27 cents per share quy franked for the year <
Return on average funds employed mcreased to 11 8% v
FmancraHy solld balahce sheet Y4

Successful acqursmon of the 58 2% of shares in Splcers Paper lerted
not prevrously owned v

Ihterhat|0hal merchant expansron through acqursmon of Coast Paper
in Canada 4

Achleved lSO14001 envrronmental managemeht certlﬂcatron at alI
Australian pulp and paper manufacturmg Iocahons v

Contmumg gains in operating efficiencies in pulp ahd
paper manufacturmg v

Ahother record year of paper productlon volumes 4
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Paper touches all of our
lives, every day, through
our need for information.

PaperlinX aims to be a major international independent paper merchant and
distributor, and leading Australian manufacturer of communication papers and
high performance packaging papers.

Linking customers and suppliers, with a growing international network of
paper merchants...

to ensure strong and increasing returns for our shareholders through achieving
ambitious targets.

PaperlinX Share Price $4.06 ————— ~—0

All Ords 3425 - ——  ——

3258

$3.17 ——— 0O

June  July  Aug Sept Oct  Nov Dec Jan Feb  Mar Apr May June
2000 2001




Chairman’s Review

On Target ~ PaperiinX's First Full Year

The first full year of operation as a publicly listed
company has been very successful for PaperlinX.
The company achieved a profit after tax of $105.6
million, an increase of 21.5% on the prior year

pro forma results. This result was in line with the
prospectus forecast (excluding the benefit in the
year of the inclusion of 100% of Spicers Paper from
1 January 2001). The prospectus was prepared over
18 months ago.

This sound result allowed the directors to declare a fully
franked final dividend of 14 cents per share, taking the
full year dividend to 27 cents per share, which again is

in line with the prospectus.

Continuing support from investors since the public
listing on 17 April 2000 has seen the company’s share
price increase from $3.17 at the start of the financial
year 10 $4.06 at 30 June 2001. The share price
increase, combined with the shares issued to acquire
Spicers Paper, resulted in the company’s market
capitalisation increasing 48% in the financial year to
$1,303 million at 30 June 2001.

The strong results achieved since listing have
established a solid business platform that will allow
the company to build on this performance in the
year ahead.

Driving Returns Higher — The Year in Review

PaperlinX is a unigue company with strong distribution,
merchanting and manufacturing businesses. The
company is the market leader in Australia and New
Zealand and has a growing international merchanting
presence.

The successful move to 100% ownership of Spicers
Paper Limited was an important step in the strategic
growth path for international paper merchanting as
it provided an established position to build on in the
USA and Asia.

During the year, the return on average funds employed
rose to 11.8%. Successful redeployment of funds from
the sale of Australian Paper Plantations, Edwards
Dunlop and Commonwealth Paper, will allow the
company to drive this return higher.

The Board appointed three new directors during the
year. Mr Andrew Guy and Mr Peter Waterworth joined
from Spicers Paper while Mr Darryl Abotomey,
PaperlinX's Chief Financial Officer, was appointed an
Executive Director.

PaperlinX Full Year Financial Report 2001

Building on Performance - The Year Ahead

Although global economic conditions are currently in a
state of flux, the Board of PaperlinX is confident that
the company can build on its excellent performance to
date. Growth can be achieved by a strategy of strong
market positioning, by achieving synergies from
acquisitions and by maintaining sound financial
fundamentals. Subject to market conditions, this
strategy will position the company to increase earnings
and deliver enhanced shareholder value.

This year has been a period of sound achievement by
PaperlinX and | thank my fellow directors, the
company's shareholders, and our management and
employees for their continuing suppaort.

INURVAN

David Meikiejohn — Chairman




Managing Director’s Review

Experience and Innovation Deliver Results

PaperlinX recorded a 28% increase in operating profit
before interest and tax to $200.4 million. This excellent
result was achieved by increasing revenue 48% through

" record sales volumes, acquisitions and the continued

containment of operating expenses.

Strong operating results were achieved in all areas. In
the first half of the year, solid Australian demand was
driven in part by the introduction of the Goods and
Services Tax and the Sydney Olympics. The second half
was softer, with a slower economy in most major markets.

PaperlinX’s strong market share and brand leadership
in Australasia, combined with focus on customer
satisfaction and cost control, enabled the company to
perform well despite the differences between the first
and second half of the year.

International Expansion

Paper Merchanting grew significantly during the year
with the addition in January 2001 of the Spicers Paper

merchants in Australia, New Zealand, USA and Asia and
the inclusion of Coast Paper (Canada) from May 2001.
This resulted in merchanting sales more than doubling
to $1.4 billion and operating profit before interest and
tax increasing to $43.8 million.

These acquisitions put the business in a sound position
to rationalise logistics, warehousing and overheads.
This will result in reductions in operating costs while
retaining a focus on high growth market segments and
customer satisfaction.

Building on Cur Strengths

Communication Papers delivered a robust result,
increasing sales by 13% to $794 million and profit
before interest and tax rising 48% to $37.2 million.
This was achieved through higher sales volumes and by
recovering increased international pulp prices through
selling price increases.

The business’ recent major capital investment and focus
on improving product quality has delivered strong
results, particularly in regard to copy paper from
Maryvale 5 machine and coated papers from Tasmania.

During the year, the range of REFLEX™ Unijet high
quality paper for colour copying was launched.
Consumers have responded strongly to this initiative,
consolidating the company’s position as market leader
in high-value communication papers.

High Performance Packaging

The Packaging Papers business achieved sales of $275
million and a profit before interest and tax of $53.5
million, in line with the prospectus forecast. This solid
result came from robust domestic and export demand
in the first half followed by weakening economic
conditions in all markets in the second half.

Continuing tc Deliver - The Outlook

The company is continuing to focus on delivering
results, with strategic divestments placing the company
in a good position to pursue international expansion
of the merchanting business. PaperlinX is committed
to building on the excellent performance achieved

in its first full year of operation.

lan Wightwick — Managing Director

PaperlinX Full Year Financial Report 2001




Wierchanting
Superior papers for
specialist needs

A year of significant growth through strategic
expansion builds on our international reputation for
delivering superior service and adding value for our
customers in the printing and publishing industries
and office paper supply.

INAZEavas
O
;'_' I X B P A2 E R‘
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Merchanting Results at a glance

Sales Volume Profit from Ordinary Assets - ($ million)
('000 tonnes) Activities before
Interest and Tax - ($ million)

1,097
626 43.8
328 ———0 19.5 —0-
222 ————-0
2000 2001 2000 2001 2000 2001
Sales Revenue - ($ million}
= 2001

A4

ﬂ 33 % Increase
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Merchanting Results in depth

Reputation for excellence delivers world class results

PaperlinX's Merchanting business expanded substantially during the year with the
acquisition of Spicers Paper in January 2001 and Coast Paper (Canada) in May 2001.
These acquisitions give PaperlinX the widest geographic distribution of any paper merchant
in the world. The Merchanting business now operates in Australia, New Zealand, the USA,
Canada, Singapore, Hong Kong and Malaysia and sells approximately one million tonnes
of paper per year.

This strategic expansion provides a solid platform for future growth and is already
delivering synergies within the business.

The Merchanting business more than doubled its sales to $1,442 million and operating
profit before interest and tax alsc more than doubled to $43.8 million.

Strong demand and rising prices characterised the first half of the year in all regions.

In Australia, the introduction of the Goods and Services Tax and the Sydney Olympics were
key drivers of demand. Weaker economic conditions were experienced in all regions in the
second half of the year. Merchanting businesses in North America and Asia also saw the
impact of slower economic conditions, but both performed well given the markets.

Key initiatives to achieve synergies resulting from the acquisition of Spicers Paper were
implemented in New Zealand with three merchants being merged into two — Dalton Fine
Paper and Spicers Paper. Similar synergies will be realised from the recently announced
restructure of the Australian Merchanting business, which will result in two general
merchants, Dalton Fine Paper and Spicers Paper, and two specialised merchants, Dalton
Web Papers and Spicers Office Papers. The new structure will allow better focus on
customer needs.

PaperlinX now has an established international platform that will provide an excellent base
for future growth. The company has achieved the targets established in the prospectus and
is confident that it can continue to deliver quality products and superior service to its
customers at highly competitive prices.

6 PaperlinX Full Year Financial Report 2001
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Communication Papers
Quality and choice In
communication papers

Proudly produced in Australia — PaperlinX is meeting
the need for communication papers in homes, offices
and businesses — with a wide range of coated and
uncoated papers to supply the demands of the
information technology age.

Vui

Australian Paper

PaperlinX Full Year Financial Report 2001
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Communication Papers Results at a glance

Sales Volume
('000 tonnes)

482

477 - o

2000

2001

Sales Revenue - ($ million)

Profit from Ordinary Assets - ($ million)
Activities before
Interest and Tax - ($ million) 894 1
97.2 a 946 ————0 L
658 =0
2000 2001 2000 2001
= 2001

9

Y
© Increase
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Communication Papers Results in depth

PaparlinX’s Communicztion Papers business — conducted by Australian Paper —
ts well positioned in the market as Australia’s only producer of the communication
paners that are used every day in offices and homes, prizting end publishing.

The business has paper mills in Victoria, Tasmania and New South Wales and sells its
products in Australia and New Zealand with exports predominantly to Asia and to the USA.

An excellent result was achieved with sales increasing by 13% to $794 million and
operating profit before interest and tax increasing by 48% to $37.2 million.

The first half of the year saw relatively strong economic conditions and a high level

of speculative ordering on the expectation of price increases in line with international
trends. Weaker economic conditions and de-stocking were features of the second half
of the year. At year end, indications were that the inventory correction cycle had largely
been completed.

The focus oveﬁec_ent years on improving paper quality through investment in new
technology‘delvive‘r_evd strong-results, particularly in regard to copy paper from Maryvale
5 machine and coatéd-papers from Tasmania.

The office papers sector grew strongly during the year with our flagship brand, REFLEX™,
consolidating its position as the clear leader in this sector. Additions to the REFLEX™ brand,
such as REFLEX™ Unijet high quality paper for colour copying and printing which was
launched during the year, further enhanced the business’ position in this high growth
segment of the market.

Utilisation of PaperlinX’s paper machines remained high, although some downtime was
taken by the specialty paper machines due to soft demand for their products.

The focus of the Communication Papers business in the year ahead will be on maintaining
market leadership through major brands and continuing improvement in productivity
and cost.

10 PaperlinX Full Year Financial Report 2001
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Packagling Papers
Providing worla class
customer solutions

Australia’s leading producer of the widest range of quality,
high performance packaging and industrial papers delivers
world class solutions. A focus on production efficiency and
product development will ensure PaperlinX maintains
leadership in this competitive market.

A
&

Australian Paper

12 PaperlinX Fuil Year Financial Report 2001
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Packaging Papers Results at a glance

Sales Volume Profit from Crdinary Assets - ($ million)
('000 tonnes) Activities before
Interest and Tax - ($ million)

53.5

341 ‘ ;
————
374 ———o0 | 004 ‘ ‘

309

316 ———o

2000 2001 2000 2001 2000 2001

Sales Revenue - ($ million)

= 2001

2[S

ﬂ ﬂ @/@ decrease
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Packaging Papers Results in depth

PaperiinX(’s Packaging Papers business, conductes by Austraiian Paper,
manufactures high performance papers for use in sackeging end Industrta)
applications such as corrugated boxes, sacks, s2g vapers and wrapping
papers. The majority of these papers are ma:siact L et U
] Maryvale Mill in Victorie.

: The business performed strongly during the year despite difficult market conditions,
particularly in the second half of the year. Sales of $275 million, down 11.2% on last year,
generated a profit before interest and tax of $53.5 million, which was in line with
prospectus {last year contained a previously reported large, one-off sale).

The first half of the year saw robust demand in both the domestic and export markets,
with good export selling prices. Weakening economic conditions in the second half
impacted sales. Selling prices were also lower in Asian markets in the second half.

Sales outside Australia accounted for approximately 17% of sales in the Packaging
Papers business.

In the second half of the year a mechanical failure on a sack and bag machine at Maryvale
Mill caused some disruption. Pending installation of replacement parts to provide a full
product range in early 2002, the machine is running in an amended configuration to
provide customers alternate products. The affected machine is relatively small and the
overall net financial impact will be minimal.

The business is focussed on further reducing production costs, productivity improvements
and working closely with our customer base to deliver superior solutions to their
packaging needs.

14 PaperlinX Full Year Financial Report 2001
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Other Businesses

The consolidation of Spicers Paper and sale of Australian Paper
Plantations leaves a focused service grouping helping to ensure
maximum returns are able to be achieved by PaperlinX’s core
business areas.

Spicers Paper Acquisition Completed

PaperlinX completed the acquisition of the 58.2% of Spicers Paper that it did not already
own at the end of January 2001. For accounting purposes, Spicers Paper is shown as an
equity investment for the first half and is fully consolidated into our Merchanting business
for the second half.

In the first six months, Spicers Paper achieved strong growth in sales and profit after

tax, before merger costs. Profit after tax, before merger costs, was $16.9 million, an
increase of 35% over the prior corresponding period on sales of $785 million, up 24%.
After merger transaction costs, Spicers Paper profit after tax was $13.4 million and
PaperlinX’s equity accounted share was $5.3 million, which was in line with the prior year.

The acquisition of the balance of Spicers Paper was an important strategic step
for PaperlinX, providing a sound platform for the international growth of our
Merchanting business.

@ é& Australian Paper

]PM AMTRADE A Plantations Pty. Lid

16 PaperlinX Full Year Financial Report 2001




Other Businesses Results at a glance

Profit from Ordinary Assets - ($ million)

- Activities before
Interest and Tax - ($ million)

5.9 410 ‘
1.1 =0, 495 . o |
2000 2001 2000 2001
Sales Revenue - ($ million)
= — 2001

425

ﬂ ﬂ @/@ increase
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Other Businesses (continued)

Record Profits for Pacific Paper Marketing

Pacific Paper Marketing (PPM), PaperlinX's international paper trading business, produced
record sales and profit in the year. Both commission and revenue sales were strong,
particularly in the second half when PPM was involved in higher exports of Australian Paper
production, mainly to Asia and the USA.

Amtrade - Strong Competition, Record Sales

Amtrade, PaperlinX's raw material trading business was affected by lower margins,
particularly in Australia as a result of strong competition and the devaluation of the
Australian dollar. Trading conditions softened post the Olympic Games. Despite the
competitive environment, Amtrade achieved record sales levels and also reduced working
capital - providing a solid base for further growth.

Plantations - Strong Result

Australian Paper Plantations (APP) saw a recovery in demand for sawlogs in the second
half culminating in a good result for the year. The result was supported by higher pulp
wood volume to PaperlinX's Maryvale Mill and cost reductions.

Following a detailed strategic review, the sale of APP for $152 million to Hancock
Victorian Plantations was announced after the end of the financial year. While PaperlinX
is committed to increasing its use of fibre sourced from plantations in its paper making
operations, ownership of the plantations is not an imperative. PaperlinX has been able
to secure fibre supplies to meet its future needs through a long term supply agreement.

The sale of APP was a strategic step in the redeployment of the company’s assets.
PaperlinX aims to reinvest the funds received for APP in higher returning assets in paper
merchanting internationally.

18 PaperlinX Full Year Financial Report 2001




Flnance

Funding

At 30 June 2001 PaperlinX had loan facilities of $981.9
million of which $773.3 million was utilised. The main
facility is a $600 million term loan with National
Australia Bank, as detailed in the PaperlinX prospectus.
Other lenders include Deutsche Bank, Bank One
America, Commonwealth Bank of Australia, Standard
Chartered Bank, The National Bank of New Zealand,
ANZ Banking Group, Westpac and Royal Bank

of Canada.

PaperlinX's policy on interest rate risk management is to
monitor and, where appropriate, hedge the company’s
exposure to movements in interest rates.

Offshore debt is managed to minimise the net
translation impact on the company’s Australian balance
sheet.

Fixed interest rate swaps of $339 million have been
established for the 2001/02 year and $300 million for
2002/03, to reduce our exposure to interest rate
fluctuations.

PaperlinX actively reviews funding options to achieve
the lowest possible cost of funds.

Financial Position

PaperlinX’s financial position at 30 June 2001 is solid.
All financial indicators are within the target range, in
particular:

e Gearing - debt to equity of 58.6%. Following the
sale of plantations, the ratio would be 46% assuming
proceeds are used to repay debt;

e Interest Cover — 4.7 times (prior year was 4.3 times);

e Funds employed are $1,868 million
{prior year was $1,495 million),;

o Shareholders Equity is $1,178 million up 24%
on the prior year's $947 million.

Working Capital

PaperlinX continues to focus on minimising working
capital, especially through managing inventory levels.
Over the last year working capital has increased due to
the acquisitions of Spicers Paper and Coast Paper, as
well as increased receivables from the introduction of
the GST and from higher selling prices. Initiatives are
underway to reduce inventory levels through the use of
sophisticated supply chain techniques.

Capital Expenditure

For the year to June 2001 capital expenditure was
$373.1 million, including the acquisition of Spicers
Paper and Coast Paper. Excluding the acquisitions,
capital expenditure was $48.5 million, compared to
depreciation of $58.6 million. The major capital
expenditure was on the development and
implementation of an e-commerce system, upgrading
the company’s information systems for basic business
transactions, planning, scheduling and warehouse
optimisation, and on forestry development.

Insurance and Risk Management

PaperlinX maintains extensive insurance coverage,
covering assets and earnings, public liability and
environmental impairment. This cover has varying levels
of deductibles. The company is self-insured for workers’
compensation insurance in Victoria and Tasmania.

Extensive internal and external audit programmes are
used to manage operational risks. These include asset
protection, safety and environment management
systems and potential liability risks. Compliance with
internal and external standards and local legislation are
key features of the risk management programme, with
regular reporting from business managers. PaperlinX is
certified for its quality management systems and the
paper manufacturing sites are ISO14001 certified for
environmental management systems.

GST

PaperlinX successfully implemented a thorough
programme which ensured the smooth introduction
of the GST on 1 July 2000. All contracts, systems and
procedures were reviewed and modified as necessary.

Information Technology

PaperlinX has an agreement for Amcor to supply a
significant proportion of its information technology
services in Australia. PaperlinX's data and systems were
successfully separated from Amcor’s during the year.

A major project is under way to upgrade PaperlinX’s
information systems. This includes implementing
supply chain management systems, replacing basic
transactional systems and databases, and using
contemporary technology such as e-commerce.

PaperlinX Full Year Financial Report 2001




Environment,
Satety
Sustainability —

the core of our business

4 PaperlinX is committed to distributing and manufacturing

' communication papers and high performance packaging papers
in a manner that is economically, environmentally and socially
sustainable and that meets the customers’ quality needs.

Paper

Paper is a unique product, used every day at home and in the office, based on natural
raw materials that are renewable and recyclable. High performance communication and
packaging papers, made from virgin fibre, meet the high guality requirements of the
copying, printing and packaging markets. They also provide a vital fibre source for the
recycling process into numerous other printing and packaging papers.

Wood fibre can be used several times but each time the fibre deteriorates. To keep the
recycling cycle going, virgin fibres have to be continually added. PaperlinX’s communication
and packaging papers are recyclable and provide one of the sources of recycled fibre that
goes into PaperlinX’s and other paper manufacturers’ production. PaperlinX recycled 75,000
tonnes of waste paper in 2000/2001.

Source of Wood Fibre

One of the company’s key objectives is to ensure that high standards are demanded in the
sourcing of the raw materials needed to make paper in the most environmentally
responsible way. Hardwood fibre, sourced from eucalypts, is the main ingredient in
communication papers, while softwood fibre sourced from pine plantations is the main
ingredient in packaging papers.

Part of the hardwood fibre PaperlinX uses comes from saw milling residues and reject logs,

sourced from regrowth forest, controlled under the Victorian Code of Forestry Practice and

Federal/State Regiona! Forestry Agreements. The balance comes from hardwood plantations
in Gippsland and from sustainably managed overseas pulp mills.

Use of plantation hardwood fibre will progressively increase as eucalypt estates in the
Gippsland region reach maturity. PaperlinX expects all its raw material for making bleached
eucalypt pulp will be sourced from plantation hardwood fibre by around 2018/2022.

PaperlinX has announced the sale of its timber plantations. The sale does not indicate a
lessening in the commitment to plantation sourced fibre. As part of the sale, PaperlinX
entered into a long term supply agreement for plantation hardwood and softwood for use
in its Maryvale Mill.

20 PaperlinX Full Year Financial Report 2001




by it

R

T i

P

il

PR N A R R
5 . 1

R S o O A U




Environment, Safety and Health Results at a glance

Water Usage -
Usage per unit of production
(% of original use)

57.2

100 —0

1988

Carbon Dioxide Emissions -
- Emissions per unit of production
(% of original emissions)

51.6
100

© i

1984 2001

2001

Fossil Fuel Usage -
Usage per unit of production
(% of original use)

40.5
100 3o
1879 2001
Safety -

Lost time injuries frequency rate
(Injuries per million hours worked)

5.5 : |
110 o l
|

1998 2001
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Environment

Safety and

PaperlinX is focused on improving efficiencies in raw material use, minimising chemical
use and maximising recycling within the production process. The company’s Environmental
Policy (available on the company web site) has a strong commitment to continuous
improvement in our environmental processes and performance.

1014001 Certification at All Paper Mills

During the year the company’s four paper mills at Burnie, Wesley Vale, Shoalhaven and
Maryvale all achieved ISO14001 certification which is an independent accreditation of their
Environmental Management Systems. This was an extremely significant achievement
involving the development of management systems to ensure all significant environmental
aspects are identified, managed and monitored.

Signatory to the National Packaging Covenant

As part of our commitment to environmental sustainability, PaperlinX will become a
signatory to the National Packaging Covenant during 2001/2002.

Greenhouse Challenge Achievements

In 1996 the company chose to be one of the 'first movers’ by joining the Commonwealth
Government’s Greenhouse Challenge - a voluntary agreement to reduce greenhouse gas
emissions. Net emissions were reduced from 1.46 tonnes of carbon dioxide per tonne of
paper manufactured in 1989/1990 to 0.86 tonne of carbon dioxide per tonne in
1999/2000. Further initiatives are underway to continuously improve the energy efficiency
of our mills with positive benefits to greenhouse gas emissions.

Maryvale Environment Improvement Plan

During the year Maryvale Mill faunched its third Environment Improvement Plan after
consultation with the Community Environmental Consultative Committee and the
Environment Protection Authority (see Case Study).

License Compliance

Compliance with license conditions is a fundamental objective of the PaperlinX
Environmental Policy. Each quarter, the paper mills report to the Board on their
environmental performance, any significant environmental incidents, any significant
change to license conditions and compliance with each license including any necessary
remedial action and, finally, environment improvement plans.

Compliance at Shoalhaven and Burnie continued to be excellent (above 98%). Wesley Vale
(91.3%) had one sub-optimum quarter in which technical breaches of the license occurred
during the annual shut.

Maryvale compliance index remains below optimum (89%), primarily due to ongoing air
emission issues related to the bleach plant. The Environment Improvement Plan incorporates
a programme for progressive improvement in environmental performance.

Health

Commitment to Improving Safety

PaperlinX is committed to ensuring that any safety risks to employees are minimised. It has
a comprehensive Safety Policy (available on the company web site) which is supported by
the company’s actions.

Safety Performance

After two years of substantial improvement in safety performance, there was an increase in
the number of injuries suffered by our employees. This is unacceptable to the company and
a number of steps have been put in place to improve this performance:
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Safety and Health (continued)

Additional Positions in Occupational Health and Safety

With the increase in size of the Merchanting business, a specialist Occupational Health
and Safety unit with staff focused on the special needs of a warehousing and logistics
environment has been created. Additional support will also be provided across the other
business units.

Risk Management Profile

To better quantify and manage all risks, the company has implemented a new Risk
Management Programme and completely revised the company’s Risk Profile and Action Plan.

Internal Audit Programme

Occupational Health and Safety internal auditing is a tool to ensure legislative compliance,
performance to both the company’s and statutory standards and an opportunity to learn
from each other. The number of internally trained auditors has been increased to cover the
expanded PaperlinX business. Every site in Australia and New Zealand was audited at least
once during the year.

Maryvale SafetyMAP Re-accreditation

Maryvale Mill, the largest manufacturing site in our company, was re-accredited to
SafetyMAP Advanced Level this year and is currently progressing its registration as a Major
Hazard Facility as defined by the Victorian Government.

PaperlinX In the Community

PaperlinX is committed to having effective relationships with the communities in which

it operates. All of its mills have long-standing consultative committees made up of local
residents, community groups and company representatives. These committees are an
effective and valued means of communication between the company and its communities.

The company also participates in and supports a range of community
programmes, including;

e The Habitat Programme;

e Australian Paper Art Awards;

e Saxon Scholars;

o Variety Club of Australia;

e Noah's Ark School Programme;

o Williamson Community Leadership Programme;
o Open Days at the company’s mills; and;

e Local sponsorship programme.

Golng Forward in Environment and Safety

PaperlinX is committed to continuous improvement in all areas of business, including
environmental and safety performance.

In the coming year PaperlinX intends to:

e Maintain certification to ISO14001 at all manufacturing sites;

e Maintain the advanced level certification to SafetyMAP at Maryvale;

e [mplement the first year of the Action Plan under the National Packaging Covenant;

e Improve overall safety performance and move towards the goal of 'No Injuries’;

o Launch a revised 'No Injuries and Mutual Care’ safety improvement process;

o Further reduce resource usage, in particular energy, water and chemicals;

e Maximise the use of recycled fibre in accordance with the product range and
consumer demand; and

e Build on existing community relationships.
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1 D E {David) Meiklejohn BCom,
Dip Ed, FCPA, FAIM, FAICD
(Chairman) Age 59

Mr Meiklejohn was appointed a
Director and Chairman of PaperlinX
in December 1999. He retired from
Amcor in June 2000 after a career
in the paper and packaging industry
spanning more than 30 years.

Chief Financial Officer of Amcor Ltd
from 1981 to 2000 and an Executive
Director from 1985 to 2000. Currently
a Director of OneSteel Limited and
UBS Warburg Sector Funds Limited.
Chairman of the Governance and
Nomination Committee and a
member of the Human Resources
Committee.

4 A F (Andrew) Guy, LLB, MBA,
MAICD (Non-executive Director)
Age 53

Mr Guy was appointed a Director

of PaperlinX in March 2001. Formerly
a partner in the law firm Arthur
Robinson and Hedderwicks and a
Director of Spicers Paper Limited.
Currently a Director of Pasminco
Limited, Datafast Telecommunications
Limited, Pineapplehead Limited,
Djerriwarrh Investments Limited and
CGNU Australia Holdings Limited.

7 D A (David) Walsh, LLB, MAICD
(Non-executive Director} Age 61
Mr Walsh was appointed a Director
of PaperlinX in July 2000. He is a
partner of the law firm, Mallesons
Stephen Jagues and has been
professionally involved in a range
of industries including the pulp and
paper industry during a 40 year
career, He is also Chairman of
Templeton Global Growth Fund Ltd
and a director of Heide Museum of
Modern Art.

Member of the Human Resources
Committee and the Governance and
Nomination Committee.
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21 M (lan) Wightwick, ASTC (App
Chem), BEc, MAdmin, MAICD
(Managing Director) Age 62.

Mr Wightwick was appointed
Managing Director of PaperlinX in
January 1998. He joined Amcer in
1981 after 26 years experience in
the oil, chemical and food industries.
His previous positions within Amcor
have included General Manager roles
in sales and marketing, functional
coatings; corporate planning;
technology; the Fine Papers Group
and Managing Director of Australian
Paper and Amcor Paper Australia.

He is also a director of the Executive
Committee of the Pulp and Paper
Manufacturers Federation of Australia.
Member of the Business Council of
Australia, and a Member of the
Austin Research Institute.

5 B J (Barry) Jackson, BCom {Hons),
MAICD (Non-executive Director)
Age 56

Mr Jackson was appointed a Director
of PaperlinX in February 2000. He has
a strong managerial and manufacturing
background and has recently retired
as Managing Director of Pacifica
Group Limited.

Chairman of the Human Resources
Committee and a member of the
Governance and Nomination
Committee,

8 P R (Peter) Waterworth, MAICD
(Executive Director) Age 56

Mr Waterworth was appointed an
Executive Director of PaperlinX and
Chief Operating Officer Merchanting
and Paper Trading, PaperlinX in March
2001. He is the former Managing
Director of Spicers Paper Limited.
Prior to that he was Executive General
Manager, Group Paper Distribution
for Spicers; General Manager of
Edwards Dunlop from 1992 to 1999
and Spicers Paper from 1988 to 1992.
Former member of the Business
Council of Australia.

Directors

3 D G (Parryl) Abotomey, BCom,
FCPA, MAICD

{Chief Financial Officer) Age 45

Mr Abotomey was appointed Chief
Financial Officer of PaperlinX Limited
in April 2000 and an Executive
Director in March 2001. He joined the
Amcor Group in 1979 and held
various senior management positions
in Australia and the United States
including Group General Manager,
Commmercial and Trading from 1997
to 2000, Regional General Manager —
Amcor Fibre Packaging from 1996

to 1997 and Chief Financial Officer -
Sunclipse Inc. USA from 1989

10 1994.

6 N L (Nora) Scheinkestel, LLB
{Hons) PhD, MAICD
(Non-executive Director) Age 41
Dr Scheinkestel was appointed a
Director of PaperlinX in February
2000. Her background is as a senior
finance executive with international
banks and as a consultant in
structured and project finance.

She is a director of City West

Water Ltd, Docklands Authority,
IOOF Ltd and Newcrest Mining
Limited, and is an Associate Professor
at the Melbourne Business School.
Chairman of the Audit and
Compliance Committee and a
member of the Governance and
Nomination Committee.

9 L J (Lindsay) Yelland, BSc MAICD
(Non-executive Director) Age 55
Mr Yelland was appointed a director
of PaperlinX in February 2000.

He is currently Chairman of mCom
Solutions Limited and a director of
Ideas International Limited, Shield
Telecommunications Limited and
Layer 2 Communications Limited.

Mr Yelland has over 30 years
experience in the telecommunications
and computer industries.

Member of the Audit and Compliance
Committee.




Corpeorate Governance

The Corporate Governance practices of
PaperlinX Limited and its Controlled Entities for
the year to 30 June 2001 are as follows:

PaperlinX’s Board of Directors has adopted a set of
principles for the corporate governance of the company
which, together with the following committees,
establish the framework of how the Board is to carry
out its duties and obligations on behalf of the
shareholders, This statement cutlines the corporate
governance practices in place at the date of this report.

Board of Directors and its Committees

The Board has the overall responsibility for corporate
governance of the company including its strategic
direction, the review of plans established by the
management team and the monitoring of performance
against those plans.

To assist in the execution of its responsibilities, the
Board has established the following committees:

o Governance and Nomination
o Human Resources
e Audit and Compliance

All committees have written mandates and operating
procedures, which are reviewed on a regular basis and
operate principally in a review or advisory capacity,
except in cases where powers are expressly conferred
on or delegated to a committee by the Board.

The Beoard does not itself manage the business, as this
is delegated to the Managing Director and his team.
The Board has, however, set up a framework for the
management of the business, including a system of
internal control and business risk management and the
establishment of appropriate ethical standards so that
it is able to discharge its role of bearing ultimate
responsibility.

Composition of the Board

There are currently nine directors on the Board — six
non-executive directors and three executive directors.

All non-executive directors are independent and have
no business or other relationships which could
compromise their independence. Were a potential
conflict of interest to arise, the director concerned
would inform the Chairman and Board accordingly
and, if appropriate, leave the Board meeting while the
matter is resolved. Directors keep the Board advised
of any interest that could potentially create conflict
with those of the company.

Other than the Managing Director, all directors are
subject to re-election by rotation every three years and
must retire at the Board meeting following their 70th
birthday or upon termination of their employment in
the case of executive directors.

The names and details of the directors of the company
in office at the date of this statement are set out on
page 26 and in the Directors’ Report on pages 29 to
32 of this report.

Governance and Nomination Committee

The Governance and Nomination Committee’s
responsibilities are to determine and make
recommendations to the Board on:

the composition and structure of the Board; new

Board member nominees; selection and appointment of
the Managing Director; remuneration of non-executive
directors; the term of Board appointments; and the
rotation of directors on committees.

The Committee also keeps all aspects of corporate
governance issues under review and establishes and
reviews adherence to appropriate codes of conduct
for the Board and senior management as well as
monitoring Board performance generally.

The present members of the Governance and
Nomination Committee are:

® D E Meiklejohn (Chairman);
e B J Jackson;

© N L Scheinkestel; and

e D A Walsh.

The Managing Director is an ex officio member of the
Committee.

Human Resources Committee

The Human Resources Committee’s responsibilities are
1o determine and make recommendations to the Board
on remuneration policies and practices for the company
and specifically on remuneration packages and policies
applicable to senior management.

The Committee’s role also includes responsibility for
share option plans, incentive performance packages
and succession planning. Remuneration levels are
set competitively to attract the most qualified and
experienced senior executives. The Human Resources
Committee also considers independent advice on
appropriate remuneration packages.
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The present members of the Human Resources
Committee are:

e B J Jackson (Chairman);
e D E Meiklejohn; and
o D A Walsh.

The Managing Director is an ex officio member
of the Committee.

Audit and Compliance Committee

The Audit and Compliance Committee’s responsibilities
are to determine and make recommendations to the
Board on the establishment and maintenance of a
framework of internal and external controls and
compliance reporting for the company.

Some specific responsibilities of the Committee are to:

» review and report to the Board on half-yearly and
yearly financial statements prior to their external
release;

o monitor and review the framework, adequacy and
security of internal control and accounting and
management information systems;

° review major capital project post audits;

o ensure adequate audit coverage for all major
financial risks of the business;

o review all reports from the external auditors that
have been commissioned;

e assess significant business risks including major
customer contracts,

e review major non-financial regulatory matters
through the use of a compliance monitoring
reporting regime which covers, inter alia;

environment, safety and health, asset protection
(including insurance), trade practices, discrimination,
conflict of interest, and ethical standards.

The present members of the Audit and Compliance
Committee are:

o N L Scheinkestel (Chairman);
o AF Guy; and
o | J Yelland.

The Chairman of the Board is an ex officio member
of the Committee.

The Managing Director, relevant senior staff and the
internal and external auditors are invited to Audit and
Compliance Committee meetings at the discretion of
the Committee.

Directors Dealing in Company Shares

Each director must hold a minimum of 1,000 shares in
PapertinX Limited. Current shareholdings are shown on
page 32. Company policy permits directors to deal in
company shares as follows:

e in the period between 48 hours after the release of
the company’s annual results to the Australian Stock
Exchange (ASX) and 14 days after the annual general
meeting; and
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e in the period between 48 hours after the release
of the company’s half-yearly results to the ASX
and 14 days thereafter.

However, directors and senior management are
prohibited from dealing in company shares at any time
where they are aware of price sensitive information that
has not been made public.

Access to Independent Professional Advice

For the purposes of the proper performance of their
duties, after consultation with the Chairman, directors
are free to seek independent professional advice at the
company’s expense.

Ethical Standards

The directors acknowledge the need for, and

continued maintenance of, the highest standards of
ethical conduct by all directors and employees of the
consolidated entity. The directors have adopted a Board
Code of Ethics which sets out the fundamental ethical
values that underpin their participation as members of
the Board and its committees.

The PaperlinX Group has a Vision and set of Guiding
Principles and has also established ethical values which
set out the professional standards of behaviour required
of al! officers and employees in the conduct of the
company's affairs. These are distributed to all business
units to ensure employees are familiar with their
contents.

Communications to Shareholders

The Board aims to ensure that shareholders

are informed of all major developments affecting
the consolidated entity’s state of affairs. Unless a
shareholder has specifically requested not to receive
the document, information will be communicated to
shareholders as follows:

¢ the company’s Full Year Financial Report. The Board
will ensure that the report includes relevant
information about the operations of the consolidated
entity during the year, changes in the state of affairs
of the consolidated entity and details of future
developments in addition to other disclosures
required by the Corporations Act;

o the Chairman’s address to the annual general
meeting and a review of trading results for the
three months to 30 September; and

e a half-yearly financial report summarising the
financial information and a review of the operations
of the consolidated entity during the period. The
half-year (audit review only) financial report will
be prepared in accordance with the requirements
of applicable Accounting Standards and the
Corporations Act and is lodged with the Australian
Securities and Investments Commission and the ASX.




Directors’ Report

Directors

The names of the directors of PaperlinX Limited in
office at the date of this report are;

D £ Meiklejohn N L Scheinkestel
I M Wightwick D A Waish

D G Abotomey P R Waterworth
A F Guy L J Yelland

B J Jackson

The following directors were appointed since 30 June
2000 and held office at the date of this report:

D A Walsh 27 July 2000
D G Abotomey 1 March 2001
AF Guy 1 March 2001

P R Waterworth 1 March 2001

Details of the qualifications, experience and special
responsibilities of directors are set out on page 26 of
the Full Year Financial Report.

Principal Activities

The principal activities of the consolidated entity were
the distribution and sale of fine communication papers
and the manufacture of communication papers and
high performance packaging papers. There were no
significant changes in the nature of the principal
activities of the consolidated entity during the year
under review.

Review and Results of Operations

A review of the operations of the PaperlinX group
during the financial year and the results of those
operations is contained in pages 4 to 24 of the Full
Year Financial Report.

Dividends

Dividends paid or declared by the company since the
end of the previous financial year were:

Type Cents Date Tax rate for
per of franking
share $million  payment credits

In respect of the 1999/2000 financial year:

- Final -
fully paid shares 5 12.8 27 Sep 00 34%

In respect of the 2000/2001 financial year:

- Interim -

fully paid shares 13 41.7 12 Apr 01 34%
- Final -

fully paid shares 14 449 28 Sep 01 30%
Total dividends 99.4

All dividends paid or declared by the company since the end of the
previous financial year were 100% franked.

State of Affairs

Significant changes in the state of affairs of the
consolidated entity that occurred during the financial
year ended 30 June 2001 were as follows:

s the acquisition of the balance of the shares in Spicers
Paper Limited; and

e the acquisition of shares in Coast Paper Canada
Group.

Commentary on the overall state of affairs of the
economic entity is set out on pages 1 to 24 of the
Full Year Financial Report.

Environmental Regulation

The consolidated entity is subject to significant
environmental regulation in respect of its forestry and
manufacturing activities. Environmental performance
obligations are monitored by management and

the Board and subjected, periodically, to internal,
independent external and government agency audits
and site inspections. The environmental report is set
out on pages 20 to 22 of the Full Year Financial Report.
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Directors’ Report (continued)

Matters Subsequent to the End of the
Financial Year

Since 30 June 2001 and to the date of this report

the company announced the sale of 100% of the
shares of Australian Paper Plantations Pty Ltd effective
31 August 2001. Consideration to be received is
approximately $152.7 million and the fair value

of the net assets at the date of sale is anticipated

to be $152.7 million. On 8 August 2001, the group
announced the restructure of its Australian merchanting
business to achieve synergies as outlined in the Bidder’s
Statement for Spicers Paper Limited. The group is also
negotiating the sale of the businesses of Edwards
Dunlop Paper and Commonwealth Paper as agreed
with the Australian Competition and Consumer
Commission. Other than the matters discussed above,
no matter or circumstance has arisen (other than those
occurring as a result of the normal vicissitudes of
business) that has significantly affected or may
significantly affect:

(a) the consolidated entity’s operations in future
financial years; or

(b) the results of those operations in future
financial years; or

(c) the consolidated entity’s state of affairs in
future financial years.

Future Developments

Certain likely developments in the operations

of the consolidated entity known at the date of this
report have been covered generally within the Full
Year Financial Report. In the opinion of the directors
any further disclosure of information would be likely
to result in unreasonable prejudice to the
consolidated entity.
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Directors’ Meetings

The number of directors’ meetings (including meetings
of committees of directors) and number of meetings
attended by each of the directors of the company
during the financial year are:

Board of Audit and Governance and Human
Directors Compliance Nomination Resources
Committee Committee Committee

Directors as at 30 June 2001

A B A B A B A B
D E Meiklejohn 17 17 1 1 6 6
| M Wightwick 17 16 6
D G Abotomey® 4 4
A F Guy? 4 3 2 2
B J Jackson 17 17 1 1 6 6
N L Scheinkestel 17 17 6 6 1 1
D A Walsh? 17 16 3 1 1 1 S 3
P R Waterworth® 4 4
L J Yelland 17 17 6 5

A = Number of meetings held during the time the director held office
during the year.

B — Number of meetings attended.

Directors’ and Senior Executives’ Emoluments

The Board's Governance and Nomination and Human
Resources Committees are responsible for reviewing
remuneration policies and practices, including the
compensation and arrangements for executive
directors and senior management, the company’s
superannuation arrangements and, within the
aggregate amount approved by shareholders, the fees
for non-executive members of the Board. This role also
includes responsibility for the company’s share option
plans. Executive and senior management performance
review and succession planning are matters referred to
and considered by the Committees. The Committees
have access to independent advice and comparative
studies on the appropriateness of remuneration
arrangements.

Executive directors and senior executives may receive
incentives based on the achievement of specific goals
related to the performance of the consolidated entity.
Non-executive directors do not receive any
performance-based remuneration.

Details of the nature and amount of each major
element of the emoluments of each directer of the
company and each of the five named executives of
the company and the consolidated entity receiving
the highest emoluments are:




Emoluments - 2000/2001

Base Incentive  Super- Other Total
Directors Emoluments annuation
D E Meiklejohn 195,833 15,667 211,500

I M Wightwick 722,000 346,950  148,350" 72,408 1,285,709
D G Abotomey? 318,750 144,000 55,781 34,826 553,357

AF Guy? 24,716 1,977 26,693
B J Jackson 71,250 5,700 76,950
N L Scheinkestel 76,250 6,100 82,350
D A walsh® 64,524 5,162 69,686
P R Waterworth® 212,500 95,625 65,565 373,690
L 4 Yelland 70,625 5,650 76,275

There are no executives employed by PaperlinX Limited.

All management are employed by subsidiary
companies.

Senior Base Incentive  Super- Other Total
Executives  Emoluments annuation

Options

Since 1 July 2000 the company granted options over
unissued ordinary shares to the following executive
directors and the five named officers as part of their
remuneration in accordance with the shareholder
approved plan. No amount has been included in the
above remuneration for options issued during the year.

Number of Exercise Price®
Options Granted®

Executive Directors (allotted prior to being appointed a director).

O G Abotomey 35,000 $3.32
P R Waterworth 200,000 $3.50
Officers

G R Court 25,000 $3.32
D M Goldthorp 25,000 $3.32
| R Howard 25,000 $3.32
F P Huntley 25,000 $3.32
D M Shirer 150,000 $3.50

D M Goldthorp 385,000 173,250 67,375 32,640 658,265

G R Court 257,447 119,218 45,053 20,435 442,153
R Howard 249,757 108,464 43,707 28,937 430,865
F P Huntley 251,340 106,294 42,073 23,648 423,955
D M Shirer® 165,000 49,500 18,150 13,821 246,471

In addition to the emoluments in the above tables,
executives are eligible to earn fully paid shares under
the company’s long term incentive plans. There are two
components to the performance criteria for those
plans. The first compares the total shareholder return
(TSR) of the company against a basket of comparative
companies in the ASX 200 (Comparators). The second
requires that the growth in earnings per share of the
company exceed CPl plus 5%.

For the year ending 30 June 2001 the TSR of the
company ranked in the second quartile compared to
relevant Comparators, and growth in earnings per
share was 10% compared to 8% for the CPi plus 5%.
As a result, the following shares have been earned by
executives pursuant to the incentive share plans for the
Managing Director and senior executives:

Long Term Incentive Share Issue Shares Earned
I M Wightwick 118,750
D G Abotomey 33,250
G R Court 23,750
D M Goldthorp 23,750
i R Howard 23,750
D M Shirer (2) 23,750
P R Waterworth (2) 13,854

Nate 1: Benefit to employee during contribution holiday.

Note 2: Appointed during the year.

(a) All options were granted during the financial year. No options
have been granted since the end of the financial year.

(b) The exercise price of the options was calculated based on an
average price of PaperlinX shares in the relevant period prior
to their allotment,

At the date of this report unissued ordinary shares of
the company under cption were:

When exercisable Exercise Price Number of shares
Within 30 days of $3.13 1,380,000
termination of $3.32 407,500
employment of holder $3.50 715,000

2,502,500

The options cannot be exercised for three years from
the date of being granted, except on termination of
employment.

These options do not entitle the holder to participate
in any share issue of the company.

During or since the end of the financial year, the
company issued ordinary shares as a result of the
exercise of options on termination of employment
as follows:

Number of shares Amount paid Market value of shares
on each share on date of exercise
140,000 $3.13 $3.70to $4.23
37,500 $3.32 $3.62 to $4.25

There were no amounts unpaid on the shares issued.
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Directors’ Interests

Ordinary shares Fully paid Options over
ordinary shares

D E Meiklejohn 46,297

| M Wightwick 29,386

D G Abotomey 4,818 235,000

A F Guy 22,519

B J Jackson 25,000

N L Scheinkestel 13,180

D A Walsh 5,000

P R Waterworth 94,286 200,000

L J Yefland 3,000

Interests of Non-executive Directors in
Contracts or Proposed Contracts with the
Company.

Directors of PaperlinX Limited have entered into
agreements with the company for the payment

of retiring allowances on retirement as a director.
Agreements for the provision of benefits to directors on
retirement are made under the provisions of PaperlinX’s
Constitution. In addition, directors of PaperlinX Limited
have declared their interests in contracts or proposed
contracts that may result from their directorships of
other corporations, as listed in their personal profiles
set out on page 26 of the Full Year Financial Report.

Indemnification and Insurance of Officers
and Auditors

The company has agreements with each of the
directors of the company in office at the date of this
report (listed on page 29), and certain present and
former officers of the company, indemnifying those
officers against liabilities to any person other than the
company or a related body corporate that may arise
from their acting as officers of the company
notwithstanding that they may have ceased to hold
office, except where the liability arises out of conduct
involving a lack of good faith.

The directors have not included details of the nature
of the liabilities covered or the amount of the premium
paid in respect of the directors’ and officers’ liability
and legal expenses insurance contracts, as such
disclosure is prohibited under the terms of

the contracts.

Paperlin¥ Full Year Financial Report 2001

Rounding

The company is the kind referred to in the ASIC Class
Order 98/100 dated 10 July 1998 and in accordance
with that Class Order, amounts in the financial report
and directors’ report have been rounded off to the
nearest one hundred thousand dollars or, where the
amount is $50,000 or less, zero, unless specifically
stated to be otherwise,

Signed in Melbourne this 13th day of August 2001.

Ao A

David Meiklejohn
Chairman
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he financia! informetion provided in tne following sages is for
PaperlinX Limited and the PaperlinX Limited Group.

b

As cutlined in the PaperlinX prospectus dated 25 February 2000,
PaperlinX acguirec from Amcor 2 number of businesses effective
1 April 2000 end accorcingly they are not included in the prior
nericd financiel results for the period 1 July 1988 o 31 March 200C.
The financial results for 2000 therefore ciffer from the ‘pro forma’
financials shown in pages (i) to 18 and on the insice of the back
cover of the Full Year Financial Report 2001, the PaperlinX
orosoectus and news releases.
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2037 2330 2001 2333
For “he yezr ences 30 June Note $m $r $rn S$m
Revenue from ordinary activities 2 2,365.6 1,908.2 93.5 169.3
Expenses from ordinary activities 3 (2,165.8) (1,775.0) (2.4) -
Borrowing costs 4(b) (47.6) (29.5) - -
Share of net profit (after tax) of associates accounted for
usmg the equity method 7 37 5.3 2.5 - -
Profit from ovdmary activities before income tax 157.5 106.2 91.1 169.3
Income tax expense 5 (51.9) (20.3) - -
Net pu’of t attributable to members of PaperlinX Limited 1056 859 91.1 169.3
Increase in asset revaluation reserve 25 - 8.8 - -
Net exchange differences on translation of overseas
controlled entities 25 28 01 - -
Total revenues, expenses and valuation adjustments
attributable to members of PaperlinX Limited recognised
directly in equity 2.8 8.9 - =
Total changes in equity from non-owner related
transactions attributable to the members of
PaperlinX Limited 108.4 , 948 91}.’\1 169.3

Notes 1 to 42 form part of these financial statements and are to be read in conjunction therewith.
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Consolidated Paparlind{ Limited

2201 oge 2037 2330
As at 30 June Note $m $m $rm sm
CURRENT ASSETS
Cash assets 7 23.6 29.6 - -
Receivables 8 520.9 290.3 45.0 15.3
Inventones 9 592.0 290.0 - -
Total Current Assets 12065  609.9 45.0 15.3
NON-CURRENT ASSETS
Receivables 10 2.3 - 1.3 -
Investments accounted for using the equity method 1 - 114.5 - -
Other financial assets 12 2.0 1.5 1,549.8 11,5498
Property, plant and equipment 13 1,713.3 1,048.8 - -
Standing timber 14 1671 165.2 - -
Intangible assets 15 173.3 10.4 - -
Deferred tax assets 16 44.7 28.4 - -
Total Non-curreng Assets 15027 1,3688 15501 15498
Total Assets 27082 19787 1,596.1  1,565.1
CURRENT LIABILITIES
Payables 17 404.3 192.4 - 11.8
Interest bearing liabilities 18 269.0 7.5 409.7 609.8
Current tax liabilities 19 36.5 28.5 - -
Provisions 20 98 3 528 45,0 15.3
Total Current Liabilities o - 808.1 2812 4547 6369
NON-CURRENT LIABILITIES
Interest bearing liabilities 21 515.3 569.6 - ©-
Deferred tax liabilities 22 170.9 150.4 - -
Provts:ons 23 38.0 30.3 - -
Total Non-current U.uahn mes - - S 723.4 7503 - T
Total Liabilities T 43315 10315 4547 6369
et Assets B T s wrn Thvunaamg
EQUITY
Contributed equity 24 1,137.0 9282 1,137.0 928.2
Reserves 25 12.3 7.6 - -
Retamed proﬂts 26 28.3 1.3 4.4 -
Total parent ent:tymterest T T 44776 9471 1,414 9282
Out5|de e equity interests in controlled entities 27 0.1 0.1 - -
Tetal Equity _ T 77 9472 14,1414 9282

Notes 1 to 42 form part of these financial statements and are to be read in conjunction therewith.
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CASH FLOWS FROWM CPERATING ACTIVITIES
Receipts from customers

Payments to suppliers and employees
Dividends received

Interest received

Interest paid

Income taxes paid

Other income received

Net Cash from Operating Activities?

CASH FLOWS FROM INVESTING ACTIVITIES
Loans repaid by other persons
Acquisition of:
Controlled entities and assets
Investments accounted for using the equity method
Property, plant and equipment
Proceeds on disposal of:
Controlled entities and businesses
Property, plant and equipment
Net Cash used in ﬂnvésﬁﬁg Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid

Proceeds from issue of shares

Loans from controlled entities

Loans (repaid to)/received from other persons
Proceeds from borrowings

Repayment of borrowings

Principal lease repayments

Demerger costs

Net Cash (used in)/from Financing Activities
NET INCREASE IN CASH HELD

Cash at the Beginning of the Year

Cash acquired on acquisition of controlled entities

Exchange rate changes on translation of foreign currency
cash flows and cash balances

Cash at the End of the Year®

2,366.5
(2,107.6)

3.0

2.7
(38.5)
(37.1)

8.3

197.3

(118.3)

(48.5)

0.3 .

1.7

- (164.8)

(57.0)
0.5
(0.4)
780.9
(754.1)
(1.6}
(10.8)
(42.5)
(10.0)
25.6
63.9

10.8
90.3

1,498.3
(1,320.8)
0.2
1.1
(35.5)
(0.5)
13.3
1561

9.2

(286.8)
(112.5)
(53.2)

3213
34

(154.0)
940.0
0.5
900.0
(1,716.0)
(3.5)
(33.0)
45
211

25.6

(118.6)

2.6
(2.4)
60.8

(57.0)
6.5
6.3

Notes 1 to 42 form part of these financial statements and are to be read in conjunction therewith.
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(1,425.9)

(1,429.9)

(154.0
940.0
489.9
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2087 2039 20319 23353

For the year ended 30 June $rm $m $m $m
(1) RECONCILIATION OF NET PROFIT AFTER INCOME TAX

TO NET CASH FROM OPERATING ACTIVITIES

Net Profit After Income Tax 105.6 85.9 91.1 169.3
Depreciation of property, plant and equipment 58.2. 42.9 - -
Amortisation of leased assets 0.4 1.0 - -
Amortisation of goodwill 4,7 0.9 - -
Interest capitalised - (0.4) - -
Movement in net market value of standing timber (4.0) (0.6) - -
(Profits)/losses on disposal of non-current assets 0.4 0.9 - -
Significant items charged to profit - 0.4 - -
Increase/(decrease) in current and deferred taxes 14.8 19.8 - -
Increase/(decrease) in provisions 11.1 58 - -
Share of associate company’s net profits (5.3) (2.5) - -
Dividends received from associated company 2.9 - - -
Movement in accrued and prepaid interest 7.9 (7.5) - -
Other non-cash (0.9} - ‘ - -
Cash Flow from Opévéﬁom Before Chahges in Assets -

and Liabilities and Significant items 195.0 146.6 91.1 169.3
Changes in assets and liabilities excluding acquisitions/

disposals of controlled entities and businesses:

{(Increase)/decrease in debtors, prepayments and other items 16.8 (57.6) (30.17) (15.3)
{Increase)/decrease in inventories 5.5 51.3 - -
increase/(decrease) in payables {17.8) 226 - -
Significant items paid (2.2) (6.8) - -
Net Cash from Operating Activities 1973 156.1 61.0 154.0

{2) RECONCILIATION OF CASH

For the purposes of the Statements of Cash Flows, cash includes cash on hand and at bank and short-term money
market investments, net of outstanding bank overdrafts. Cash as at 30 June 2001 as shown in the Statements of
Cash Flows is reconciled to the related items in the Statements of Financial Position as follows:

Cash — refer Note 7 93.6 296 - -
Secured bank overdrafts — refer Note 18 (1.3) (1.1) - -
Unsecured bank overdrafts — refer Note 18 {2.0) (2.9 - -
- I 90.3 256 - -

Notes 1 to 42 form part of these financial statements and are to be read in conjunction therewith.
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The following significant accounting policies have
been applied by PaperlinX Limited and its controlled
entities ("the consolidated entity"), having regard to
their activities, in the preparation of the Statements of
Financial Performance, Statements of Financial Position
and Statements of Cash Flows.

{1) Accounting Standards

The consolidated entity adopts the currently applicable
Australian Accounting Standards and disclosure
requirements of the professional accounting bodies.

(2) Basis of Preparation of Accounts

The financial report is a general purpose financial
report prepared in accordance with Accounting
Standards, Urgent Issues Group Consensus Views,
other authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations
Act 2001.

The financial report has been prepared on the basis
of historical costs except where stated otherwise, and
does not take into account changing money values or
current values of non-current assets.

(3) Reclassification of Financial Information

Some line items and sub-totals reported in the previous
financial year have been reclassified and repositioned
in the financial statements as a result of the first time
application on 1 July 2000 of the revised standards
AASB 1018 (Statement of Financial Perfermance),
AASB 1034 (Financial Report Presentation and
Disclosures) and the new AASB 1040 (Statement

of Financial Position).

Adoption of these standards has resulted in the transfer
of the reconciliation of opening to closing retained
profits from the face of the Statements of Financial
Performance to Note 26.

Revenue and expense items previously disclosed as
abnormal have been reclassified and are now disclosed
as individually significant items in Note 4(c). These items
are no longer identified separately on the face of the
Statements of Financial Performance.

The following assets and liabilities have been removed
from previous classifications and are now disclosed as
separate line items on the face of the Statements of
Financial Position:

o Investments accounted for using the equity method,
previously presented within investments;

o Deferred tax assets, previously presented within other
non-current assets;
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o Current tax liabilities, previously presented within
current provisions;

o Deferred tax liabilities, previously presented within
non-current provisions; and

o Other financial assets, previously presented within
investments.

(4) Consclidated Financial Statements

The consolidated financial statements comprise the
financial statements of PaperlinX Limited being the
parent entity, and its controlled entities in accordance
with Accounting Standard AASB 1024 (Consolidated
Accounts). In preparing the financial statements all
balances and transactions between entities included in
the consolidated entity have been eliminated.

Controlled Entities

The financial statements of controlled entities are
included from the date control commences until the
date control ceases.

Dividends from controlled entities are recognised when
they are declared.

Qutside interests in the equity and results of the
entities that are controlled by the consolidated entity
are shown as a separate item in the consolidated
financial statements.

The financial statements of Spicers Paper Limited
Group have been included on a 100% basis from
1 January 2001,

PaperlinX Canada Corp, incorporating the business of
Coast Paper in Canada, has been included on a 100%
basis from 1 May 2001.

Associates

Investments in associates are accounted for in the
consolidated financial statements using the equity
accounting method from the date significant influence
commences until the date significant influence ceases.
Associates are those entities over which the consolidated
entity exercises significant influence, but does not control.

Investments in associates are carried at the lower of
the equity accounted amount and recoverable amount.
The consolidated entity’s equity accounted share of

the associates’ net profit or loss is recognised in the
consolidated Statements of Financial Performance from
the date significant influence commences until the

date significant influence ceases. Other movements in
reserves are recognised directly in consolidated reserves.

Dividends from associates are recognised when they
are received.




Other Entities

Other investments are brought to account at the lower
of cost or recoverable amount and dividend income is

recognised in the Statements of Financial Performance
when received.

(5) Revenue Recognition

Sales Revenue

Sales revenue comprises revenue earned (net of returns,
discounts, allowances and the amount of goods and
services tax) from the provision of products to entities
outside the consolidated entity. Sales revenue is
recognised when control of the goods has passed to
the customer.

Services

Revenue from the provision of services is recognised
when the service is provided.

Interest Income
Interest income is recognised as it accrues.

Asset Sales

The gross proceeds of asset sales are included as
revenue of the consolidated entity. The profit or loss on
disposal of assets is brought to account at the date an
unconditional contract of sale is signed:

() Taxation

General

The consolidated entity adopts the accounting policy

for treatment of company income tax as set out in
Accounting Standard AASB 1020 (Tax Effect Accounting)
whereby the taxation benefits or liabilities, which arise
due to differences between the time when items are
taken up in the consolidated entity’s financial statements
and when they are to be taken up for income tax
purposes are shown either as a future income tax
benefit or as a deferred income tax liability. The future
income tax benefit and deferred income tax liability are
taken up at the tax rates applicable to the periods in
which they are expected to reverse.

The future income tax benefit relating to tax losses is
not carried forward as an asset unless the benefit can
be regarded as being virtually certain of realisation.
These benefits will be brought to account as a
reduction in income tax expense in the period in which
they are recouped. The tax effect of capital losses is not
recorded unless realisation is virtually certain.

Capital Gains Tax
Capital gains tax, where applicable, is provided for in
the period in which an asset is sold.

Goods and Services Tax

Revenues, expenses and assets are recognised net of the
amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the
Australian Tax Office (ATO). In these circumstances the
GST is recognised as part of the cost of acquisition of
the asset or as an expense item.

Receivables and payables are stated with the amount
of GST included.

The net amount of GST payable to the ATO is included as
a current liability in the Statements of Financial Position.

Cash flows are included in the Statements of Cash Flows
on a gross basis. The GST components of cash flows
arising from investing and financing activities which are
recoverable from, or payable to, the ATO are classified as
operating cash flows.

(7) Depraciation

Property, plant and eguipment, excludihg freehold land
and standing timber, are depreciated at rates based
upon their expected useful lives using the straight-line
method.

Depreciation rates used for each class of asset are as
follows:

Land improvements: between 1% - 3%
Buildings: between 1% - 4%
Plant and equipment; between 4% - 20%

Finance leases: between 4% — 20%. .

(8) Employee Entitlements

Provisions

Provisions for employee entitlements such as wages,
salaries, annual leave, sick leave and other current
employee entitlements are calculated at nominal
amounts to cover accumulated entitlements at balance
date. Provisions for other employee entitlements which
are not expected to be settled within 12 months are
discounted using the rate, at balance date, attaching to
those national government securities which most closely
match the terms of maturity of the related entitlements.

Provisions relating to long service leave have been
calculated to represent the present value of estimated
future cash outflows discounted to balance date.

Provisions for employee entitlements include, where
appropriate, forecast future increases in wages and
salaries, grossed up for on-costs, and based on the
consolidated entity’s experience with staff departures.
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Employee Share Plans

The consolidated entity maintains two Employee Share
Plans, the Employee Share Purchase Plan (ESPP) and the
Employee Share Option Plan (ESOP). Both plans were
established in the year ended 30 June 2000.

Employee Share Purchase Plan

Eligibility to participate in the ESPP is based on each
employee’s service period. An employee is to have

been employed continuously by the consolidated entity
for a period of 12 months or more at the date the
invitation to subscribe is made, unless determined to be
eligible at the discretion of the directors. The number of
shares offered and the issue price are determined at
the discretion of the directors.

When issues relating to the ESPP are made, loans

to assist in the purchase of shares will be shown as
receivables. Shares are held in trust until the loan is fully
paid. The loans can be repaid at any time and must be
fully paid when an individual ceases to be employed by
the consolidated entity.

Employee Share Option Plan

At the discretion of the directors, employees of the
consolidated entity may be offered a specified number
of shares or options in relation to unissued shares.

In accordance with the rules of the ESOP, the issue price
of shares is determined by the directors, although the
amount payable upon subscription must not be less
than 1% of the issue price. In accordance with the rules
of the ESOP, options may be issued upon such terms
and conditions as determined by the directors at the
time of the invitation.

No value is recognised at the time of the issue of
options under the ESOP. If exercised, contributions are
recognised as equity. Shares issued under the ESOP are
treated as equity to the extent the shares are paid up.

Issues relating to the ESPP and the ESOP are detailed in
Note 24.

Superannuation Funds

The consolidated entity contributes to employee
superannuation funds. Contributions are charged
against profit as and when they are incurred. Further
information is set out in Note 35.

(9) Borrowing Costs

Interest and other financing charges are brought to
account in determining profit for the year, except to the
extent the interest incurred relates to major capital items
in which case interest is capitalised as a cost of the asset
up to the time it is ready for its intended use or sale.

2rlnn Fu Yea Sinanda’ Report 2031

For fixed assets, the capitalised interest and charges are
amortised over the expected useful economic lives.

(10) Property, Plant and Eguipment

Depreciable property, plant and equipment are shown
in the financial statements at cost less accumulated
depreciation.

The carrying amounts of all property, plant and equipment
are reviewed annually. If the carrying amount of an item
of property, plant and equipment exceeds its recoverable
amount, the asset is written down to the lesser amount.
In assessing recoverable amounts, the relevant cash flows
are not discounted to their present value.

{11) Inventories

Inventories are valued at the lower of cost (including an
appropriate proportion of fixed and variable overheads)
and net realisable value in the normal course of business.

(12} Foreign Currency Translation

Transactions

The consolidated entity is exposed to changes in
foreign exchange rates as a consequence of its
activities. All material foreign currency transactions,
which are not offset by a natural hedge, are subject to
forward cover contracts and any exchange gains/losses
arising from the effect of currency fluctuations on the
underlying transactions are offset by the exchange
gains/losses on the forward cover contract. As a result,
such foreign currency transactions are not subject to
movements in exchange rates.

Translation of Foreign Controlled Entities

The financial statements of foreign controlled entities
which are classified as being financially and operationally
independent are converted to Australian currency at
balance date using the current rate method as set out

in Accounting Standard AASB 1012 (Foreign Currency
Translation). Any exchange gains/losses arising from the
effect of currency fluctuations on these investments are
taken directly to the exchange fluctuation reserve.

Any exchange gains/losses arising on transactions entered
into and to hedge the currency fluctuations on the net
investment in foreign controlled entities are recorded, net
of tax, directly in the exchange fluctuation reserve.

(13) Financial Instruments

The consolidated entity is exposed to changes in interest
rates, foreign exchange rates and commodity prices from
activities. The consolidated entity uses the following
financial instruments to hedge these risks: interest rate
swaps and forward exchange contracts. Financial
instruments are not held for speculative purposes.




Financial Instruments included in Equity
Details of shares issued and options outstanding over
ordinary shares at balance date are set out in Note 24.

Financial Instruments included in Liabilities
Liabilities are recognised for amounts to be paid in the
future for goods and services received, whether or not
billed to the consolidated entity.

Bank overdrafts, bank loans and other loans are
carried at their principal amounts. Interest is charged
as an expense as it accrues other than for amounts
capitalised. Refer Note 1(9).

Financial Instruments included in Assets

Trade debtors are carried at nominal amounts due less
any provision for doubtful debts. Collectability of overdue
accounts is assessed on an ongoing basis. Specific
provision is made for all doubtful accounts. A provision
for doubtful debts is recognised when collection of the
full nominal amount is no longer probable.

Receivables other than trade debtors are carried at
nominal amounts due.

(14) Leased Assets

The consolidated entity adopts the provisions of
Accounting Standard AASB 1008 (Accounting for
Leases) in respect of those assets of the consolidated
entity which are the subject of finance leases.

{15) Research and Development Expenditure

Expenditure on research and development is reported as
a charge against operating profit in the year in which
the expenditure is incurred.

(16) Goodwvill

The consolidated entity recognises goodwill on
acquisitions of controlled entities and businesses as
required by Accounting Standard AASB 1013
(Accounting for Goodwill).

All goodwill is amortised in equal installments over the
period of time during which the benefits are expected
to arise but for a period not exceeding 20 years.

The unamortised balance of goodwill is reviewed
annually and adjusted where it is considered that the
carrying amount exceeds the expected future benefits.

(17) Standing Timber

The consolidated entity adopts the provisions of
Accounting Standard AASB 1037 (Self-Generating and
Regenerating Assets) whereby standing timber is valued
at net market value and increments and decrements in
the net market value are recognised in the Statements
of Financial Performance in the financial period in which
they occur.

Standing timber less than 10 years of age is carried at
the cost-of afforestation expenditure.

Standing timber greater than 10 years of age is valued
at the market price of estimated recoverable wood
volumes net of harvesting and delivery costs.

(18) Comparatives

Where necessary, comparative information has been
reclassified to achieve consistency in disclosure with
changes in presentation in the current year.

(18) Change in Accounting Policy

Revaluation of Non-current Assets

The consolidated entity has elected to adopt early the
provisions of the revised Accounting Standard AASB
1041 (Revaluation of Non-current Assets) for the first
time from 1 July 2000. The standard requires each class
of non-current asset to be measured on either the cost or
fair value basis. AASB 1041 does not apply to goodwill,
investrments accounted for using the equity method,
deferred tax assets and other assets measured at net
market value where the market value movements are
recognised in the Statements of Financial Performance.

The consolidated entity has applied AASB 1041 as
follows:

Land, Land Improvements and Buildings

The consolidated entity has assumed that the cost of
land, land improvements and buildings is equal to the
carrying value as at 1 July 2000.

The carrying value as at 1 July 2000 for land, which
comprised $24.4 million at cost and $7.0 million at
independent valuation 1999, has been assumed to be
equal to a cost of $31.4 million as of that date.

The carrying value as at 1 July 2000 for land
improvements which comprised $6.6 million at cost and
$6.7 million at independent valuation 1999, has been
assumed to be equal to a cost of $13.3 million as at
that date.

The carrying value as at 1 July 2000 for buildings which
comprised $62.1 million at cost and $99.1 million at
independent valuation 1999, has been assumed to be
egual to a cost of $161.2 million as at that date.

The change in accounting policy has no financial effect
in the current year or in prior financial years.

Other Non-current Assets

The consolidated entity has continued to apply the
cost basis for other non-current assets comprising
receivables, other financial assets, plant and equipment
and leased assets.
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Notes te tae © tatements as &t 30 June 2007 {cont’c]
Consciideted ZPgperind Uimited
22019 2338 2L2° see
gm $m 5n $m
NOTT 2, REVENUE FROW ORDINARY ACTIVITIES
Revenue from Operating Activities
Sales of goods 2,352.8 1,570.3 - -
Rendering of services:
e Controlled entities - - 3.0 -
e Commissions 8.3 133 - -
' 8.3 133 > 30 -
Interest received:
o Other 2.7 1.1 - -
S s e e o _ _
Dividends received: 7 -
e Controlled entities - - 20.5 169.3
e Other 0.1 0.2 - -
0.1 0.2 90.5 169.3
2,363.9  1,5849 93.5 1693
Revenue from Outside Operatmg Activities N
Proceeds on disposal of non-current assets 1.7 36 - -
Proceeds on disposal of businesses and controlled entities - 319.7 - -
- ' w7 3233 - -
Total Revenue from Ordinary Activities ~ 2,365.6 19082 935  169.3
NOTE 3. ZHPENSES FROY. CREINARY 4
Cost of sales 1,834.4 -
Distribution and warehousing expenses 129.3 -
Sales and marketing expenses 45.4 -
General and administration ‘expenses 153.4 2.4
Research and development expenses 3.3 -
Totaﬂ Expenses fmm Otrdmary Act vmes 2, 165.8 24

{1} In accardance with the provisions of the Accousnting Standard AASS 1034 (Fmanaa/ Report Presentar/on and Disclosures) no comparative data has

been presented for the year ended 35 June 2000
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Consolidated Paperlini{ Umited
203219 20C0 2001 ‘ 2030
$m $m $m $m
NCTE 4. PRCFIT FRCW] CRDINARY ACTIVITIES
3ZFORE INCOME TAX
(a) Profit from ordinary activities, before income tax
comprises the following:
Profit from ordinary activities before depreciation, amortisation,
net interest, significant items and income tax 263.7 177.9 91.1 169.3
Depreciation and amortisation {63.3) (44.8) - -
Proﬂtwfrrefn‘oralnaﬁry activities before net interest, s»gnmcant S
items and income tax 200.4 133.1 91.1 169.3
Net interest (42.9) (26.5) - -
Profit from ordinary activities before significant items and o
income tax 157.5 106.6 91.1 169.3
Slgniflcant items ' - - (0‘4) - -
Profit from ordinary activities before income tax 7 1575 1062 811 1693

{b) Profit from ordinary activities before income tax has
been arrived at after (charging)/crediting:

Depreciation:

o of land improvements ©(0.9) (0.6) - -
o of buildings (5.7) (2.9) - -
o of plant and equipment (52.1) (39.4) ~ -

‘ - (58.27) (42.9')' - -
Amortisation: .
o of leased assets (0.4) (1.0) - -
o of goodwrll (41 7) ( .9) - -
Total depreccatlon and amort\satton T (63 B)V . ( 83 -
Borrovvmg costs: S o )
o Interest paid - related parties - (16.5) - -
o Interest paid — other persons {45.5) (11.1) - -
o Finance charges on leased assets (0.7) (0.4) - -
Interest capitalised - refer Note 1(9) - 0.4 - -
Total interest expense (458 (@78 - -
Other borrowmg costs (2.0) (1.9) - -
Total borrowing costs - I (47;E)D AA.(AZMS;)AS) - -
Net interest expense: S B -
o Interest expense (45.6) (27.6) - -
° Interest recelved - refer Note 2 2.7 1.1 - -
Total net mterest expense S W?(!ilrz.@')r B (26 5 - -
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{b) Profit ‘En'om ordinary acti vmes before income tax has
been arrived at after {charging)/crediting {cont’d):

Provisions:

o Employee entitlements and directors’ retiring allowances {19.0) (16.7) - -
o Doubtful debts (3.0} 1.8 - -
e Diminution in value of inventories (2.2} (1.8) - -
e Other {3.6) (5.1) - -
Total provisions (27.8) (21.8) - -
Movement in standing timber:

e Change in net market value of standing timber 19.2 4.2 - -
s Net market value of standing timber felled during the year (35.2} (3.6) - -
Net movement in standing timber 4.0 0.6 - -
Lease rentals:

e Operating leases (23.6) (15.3) - -
Bad debts written off:

e Trade debtors ‘ - (0.2) - -
Net profit/{loss) on disposal of property, plant and equipment {0.4) (0.9) - -
Net foreign exchange gains/(losses) 0.9 - - -

{c) Significant items included in profit from ovdihaw
activities before income tax:

Redundancy and other costs - (0.5) - -
Year 2000 compliance costs - 0.1 - -
T?t,a', significant items 7 - (0.4) - -
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2001 2033 2337 2333
$m $m S $m

KOTE 5. INCONME TAX ZHPENSE
Prima facie income tax expense calculated at standard rates
of tax on profit from ordinary activities (53.6) (38.2) (31.0) (60.9)
(Add)/deduct the tax effect of:
o Tax rebate on dividends from investments 1.0 0.1 30.8 60.9
e Share of associate’s net profit 1.8 0.9 - -
e Amortisation of goodwili {1.5) 0.3) - -
e Change in income tax rate - 15.0 - -
e Other (1.0) (2.3) 0.2 -
o Over prov15|on in prior years 1.4 4.5 - -
Total Income Tax Expense - Gy (203 - o
Income tax expense attributable to: - ' - ' .
o Operating profit before significant items (51.9) (35.5) - -
o Significant items — refer Note 4(c) - 0.2 - -
° Change in income tax rate - 15.0 - -
Total Income Tax Expe'nsé : - (S‘H 9) B (20 3) _——— o ,,,,,: -

The balance of the franking account of PaperlinX Limited as at 30 June 2001 was $4 5 million (2000 N||)

The balance of the consolidated franking account as at 30 June 2001 was $5.9 million (2000: $1.0 million).

After taking into account the estimated income tax payable as at 30 June 2001, and the payment of the dividend
provided for at that date, the balance of the consolidated franking account is estimated to be $27.9 million
(2000: $42.2 million).

The balances of the franking accounts, as referred to above, are stated at 30% as at 30 June 2001 (2000: 34%),).

N - N
o Lo

12}

Interlm dividend paid:

o 13 cents per share paid on 12 April 2001, 100% franked
at a 34% tax rate on fully paid shares a41.7 - 41.7 -

Final divided paid/payable:
o 5 cents per share paid on 27 September 2000, 100% franked

at a 34% tax rate on fully paid shares - 12.8 - 12.8

© 14 cents per share payable on 28 September 2001, 100% ‘
franked at a 30% tax rate on fully paid shares® 45.0 - 45.9 -
86 7 12 8 86.7 12.8

Dividends paid/payable to Amcor Limited:
° 18 February 2000, 0.133% franked at a 36% tax rate on

fully paid shares - 137.3 - 137.3
o 7 April 2000, 0.3% franked at a 36% tax rate on fully

paid shares - 9.2 - 9.2
° 12 May 2000, 4.78% franked at a 36% tax rate on fully

paid shares - 75 - 7.5
o final dividend payable unfranked on fully paid shares - 25 - 2.5
Totalvdl;{d;er{dsbpad to Amcor Limited - 156.5 - 156.5
Total Dividends - h 8.7 1693 867 1693

{1} The final dividend wilf be fu/y franked at a 30% tax rate out of exrsrmg frankmg cred:rs and those ansmg from the payment of income tax during
the year ending 30 June 2002,

It is expected that the interim d.vidend for the following year will be fully franked.
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200% 2333 200 Z332
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NOTE 7. CASS ASSETS
Cash on hand and at bank 83.8 244 -
Deposits at call 9.8 52 -
Total Cash Assets - - 936 296 -
NOTE B CTURRENT RECEVAZLES
Trade debtors™ 509.1 2755 -
Provision for doubtful debts (13.1) (4.5) -
Net trade debtors 496.9 271.0 -
Other debtors 13.9 5.9 153
Prepayments 10.1 13.3 -
Loans to executive directors, officers and employess in
the full-time employment of the companies
e Directors of controlled entities 0.6 - -
e Other employees 2.3 0.1 -
Total Current Receivables 5205 2903 15.3
(1) Credi: terms 7{37 trade debiors vary across the consolidated entl‘y
NOUE 8, NVENTORIES
At cost:
Raw materials and stores 92.3 107.8 -
Provision for diminution in value (8.0) (7.9 -
Net raw materials and stores 84.3 99.9 -
Work in progre{s R 20.2 17.3 -
Finished goods i - 4766 1740 -
Provision for diminution in value {90.0) (7.6) = -
Net finished goods - — 7&55.*6?7“1765’4 .
At net realisable value:
Finished goods 20.9 6.4 -
Total Inventories 5820 2900 -
Pazerinx Fu'l Year Financial Repot 2001




Consoiidated PaperiinX Limited

2034 2080 2001 2000
$m $m Slipg ¢m
TZ 10. NON-CURRENT RECEIVABLES

Loans to executive directors, ofﬁcers and employees in the full .
time employment of the companies:™
- Directors of PaperlinX Limited 0.1 - 6.1 -
— Directors of controlled entities 8.1 - 0.1 -
— Other employees 1.5 - 1.1 -
Other loans 0.6 - - -
'{Totaﬁ Non- currem Recén\_lébﬂ T *2*33_'7 - 13 -

(1) Loans to executive directors, officers and emp/oyees in the fu// time emp/oyment of the consolidated entity are made in accordance with a scheme
to provide financiaf assistance to enable directors and employees of the consolidated entity to purchase shares in PaperlinX Limited as approved by
PaperlinX Limited shareholders. These loans are interest free and are reduced either by the dividends paid on the shares, so issued, or in certain
instances in accordance with an agreed schedule of repayments, which does not exceed three years.

NOTE 71, [INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD
Listed on t the stock exchange'” - 1145 - -

Total Investments Accounted for Using the Equity Method - 1 145 - -

(1) The investment of §714.5 miflion at 30 June 2000 represented the 41.8% investment in Spicers Paper L/m/red, Since 1 January 2001 the investment
in Spicers Paper Limited has been accounted for as an investment, on a 100% basis, in a controlled entity.

NOTE 72. OTHER FINANCIAL ASSETS
Shares in controlled entities (refer Note 36):
o At cost - - 1.549.8 1,549.8

Total mvestment m shares in contro!led enﬂhes ‘ - - 1, 549.8 1,549.8

Shares in other companies
- Not listed on stock exchanges:

o At cost 1.5 1.5 - -
Total E\)iestment]‘h' other compames - - N 1.5 1.5 - -
Other - es - T
Totaﬂ Otheu- Funancuan Assets 7 ] o 72.0 1A ‘_5 _‘!,‘5498 1 5498_
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NOUE T3 RPN, PLANT ANTD IQUIRIIENT
Land:
o At cost 40.7 24.4 - -
o At independent valuation 1999® - 7.0 - -
Total land 40.7 31.4 - -
Land improvements:
o At cost 14.7 6.6 - -
e At independent valuation 1999% - 6.7 - -
w7 133 - -
Accumulated depreciation {1.0} 0.6) - -
Total net land improvements ' - 13.7 12.7 - -
Buildings: o
e At cost 192.1 62.1 - -
o At independent valuation 1999 - 99.1 - -
192.1 161.2 - -
Accumulated depreciation {14.6) 1.7) - -
Total net buildings 177.5 159.5 - -
Plant and equipment: o o '
e At cost 1,503.1 1,332.7 - -
Accumulated depreciation {622.4) (489.8) - -
Total net plant and equipment 880.7 842.9 - -
Leased assets: ' »
e Finance leases 1.6 4.4 - -
Accumulated amortisation {0.9) (2.1) - -
Total net leased assets 0.7 2.3 - -
Total Property, Plant and Equipment 1,113.3 1,0488 - -

1, An independent valuation, as at December 1558, of th= consoldated entity’s land, land improvements and bu.'dings was ca-riad out by
/=GR Longden AV.LE (Val) of jones Lang LoSa 2 Advisory Servcas Pty. Ltd, lcensed agents and apuroved valuers, on the basis of existing use
These amounts have ail been assumed ta be equa’ ta cost from § Jjuly 2000 1 accordance with tie provisions of the revised Acwcsurinmyg Siandard
AAS3 1647 Revaluation of Non-cu rent Asses.
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NOTE 73, PRODIRTY, TL AND ZQUIPHIENT {cont’d)
The reconciliation of the movement in each class of
property, plant and equipment is as follows:®
Land:
Balance at beginning of year 31.4 - - -
Additions 0.5 - - -
Acquisition of controlled entities 8.8 - - -
Balance at end of year 40.7 - - -
Land improvemehts: '
Balance at beginning of year 12.7 - - -
Additions 1.4 - - -
Depreciation (0.4) - - -
Balance at end of year 13.7 - - -
Buildings: » -
Balance at beginning of year 159.5 - - -
Additions 0.8 - - -
Disposals 0.1) - - -
Depreciation {5.7) - - -
Acquisition of controlled entities 22.3 - - -
Foreign currency movements 0.7 - - -
Balance at end of year ) 177.5 - - -
Plant and equipment: , »
Balance at beginning of year 842.9 - - -
Additions 37.7 - - -
Disposals (1.6) - - -
Depreciation (52.1) - - -
Acquisition of controlled entities 51.7 - - -
Transfers 0.8 - - -
Foreign currency movements 1.3 - - -
Balance at er@ of year 880.7 - - -
Leased assets:
Balance at beginning of year 2.3 - - -
Disposals (0.4) - - -
Amortisation 0.4) - - -
Transfers (0.8) - - -
I§a~lancer at end of yeaf ) - o 0.7 - - -

(1) In accordance with the provision of the revised Accounting Standard AASB 1041 (Revaluation of Non-current Assets), no comparative data has

been presented for the year ended 30 June 2000.
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At cost 59.3 56.7 - -
At valuation 107.8 108.5 - -
Total Standing Timber 167.19 165.2 - -
Standing timber comprises plantations of pine and eucalypt.

The consolidated entity's plantations in Victoria are insured against fire and certain other specified risks. Younger
trees are insured for their current replacement cost whilst more mature trees are insured for a value equal to
estimated wood volume multiplied by the royalty rate of purchasing from external suppliers. The carrying value
shown above is lower than the insured value of standing timber.

The carrying value of standing timber above is net of a “yield reduction allowance” of $12.8 million
(2000: $8.7 million) in relation to quantities located in areas that are considered to be environmentally sensitive
to harvesting, in accordance with the Code of Forest Practice.

Standing timber volumes are first measured when trees are aged in excess of 10 years, being the age at which they
first become merchantable.

Accordingly, it is not possible to provide an accurate estimate of standing timber volumes for trees aged between
zero and 10 years.

At Cost

Standing timber less than 10 years of age is carried at the cost of afforestation expenditure.

The estimated area held of standing timber valued at cost is 24.2 thousand hectares (2000: 23.1 thousand hectares).
At Valuation

Standing timber greater than 10 years of age is valued at the market price of estimated recoverable wood volumes
net of harvesting and delivery costs.

Standing timber volumes at valuation are 8.1 million cubic metres. {2000: 8.75 million cubic metres).
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Goodwill at cost™ 202.2 241 - -

Accumulated amortisation (28.9) (13.7) - -
Total Intangible Assets 173.3 10.4 - -
CoarTLs o MiE curet !ty ansls 0n the atgu siiion of Snaiers Poger frmiied and tne Coast Paer
Future income tax benefits™ 44.7 28.4 - -
Total Deferred Tax Assets 44.7 28.4 - -
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Consaoiidates
2327 2308 200" 2058

$m $m S $m
NCTZ 97, CURRENT PAYVAZBLIS
Trade creditors® 334.1 1371 - -
Other creditors 70.2 55.3 - 11.8
Total Current Payables T 4043 192.4 - 11.8
(1) Credit terms for trade éred/rrors yé& across the consolidated entity. ) -
NOTE T8, CURRENT A
Secured interest bearing liabilities:
Bank overdrafts®” 1.3 1.1 - -
Unsecured interest bearing liabilities:
Bank overdrafts™ 2.0 29 - -
Bank loans® 265.1 1.5 - -
Other loans 0.2 0.5 - -
Amounts owing to controlled entities - - 409.7 609.8
Lease liabilities 0.4 1.5 - -
Total Current Interest Bearing Liabilities 269.0 75  409.7 609.8

(1) The consolidated entity has committed bank averdraft facrittes (both secured and unsecured) to @ maximum of $323.5 mwlion (2000: §3.2 miifon).
As at 30 Juae 20071, the unused portions of the facitties were $20.2 million (2000: $4.2 milion). The bank overdrafts are payabfe on demand and
are subject to annua! review. .

(2} Relates to the foliowing bank borrowings

o §50.0 million drawn under a $50 millon facility matunng in December 2001,

o $28.6 million drawn under a SGD 26.5 miliion facility maturing in January 2002.

© $14.0 milton drawn under a SGD 15 mifiion faciity maturing in December 2001,

© §77.3 milion drawn under a USD 55 miliion facilty maturing in December 2001.

o $20.0 millon drawn under a NZD 25 miliion facility maturing in October 2001

o $75.2 miffion drawn under a CAD 59.3 million facility maturing in August 2001.

These amounts will be repaid from other undrawn facilities and proceeds from divestments.

Income tax 36.5 285 - -
Total Current Tax Lizbilities 36.5 285 - -
Dividend payable 45.0 15.3 45.0 15.3
Employee entitlements 35.9 26.0 - -
Other provisions 17.4 11.5 - -
Total Current Provisions 983 5238 45.0 15.3
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Secured interest bearing liabilities:
Mortgage toans® 0.1 0.1 - -

Unsecured interest bearing liabilities:
: Bank toans® 514.2 568.6 - -
- Other loans 0.7 - - -
1 Lease liabilities 0.3 0.9 - -

Total Non-current Interest Bearing Liabilities 515.3 569.6 - -

Reconciliation of Consolidated Net Interest Bearing Liabilities

Current interest bearing liabilities — refer Note 18 269.0 7.5

Non-current interest bearing liabilities — refer Note 21 515.3 569.6

Total interest bearing liabilities 784.3 577.1

Cash assets — refer Note 7 {93.6) (29.6)

Net interest bearing liabilities ’ 690.7 547.5
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Deferred income tax® 170.1 150.4 - -
Total Deferred Tax Liabilities 7 170.1 150.4 - -
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Employee entitlements!” 32.5 26.1 - -
Other provisions® 5.5 4.2 - -
Total Non-current Provisions 38.0 30.3 - -
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Consolidated

2331 2008 2031 23830

$m $m S $m
NOTZE 24, COXNTRIBUVED ZQUY
Issued and paid-up share capital
321,332,087 ordinary shares
(2000: 256,830,601 ordinary shares) 1,137.0 928.2 1,137.0 928.2
Total Contributed Equity 1,137.0 9282 1,137.0 9282
Movémer{{lrr;ardmary share capital
Balance at beginning of year 928.2 - 928.2 -
256,830,599 shares issued at $3.66 each - 940.0 - 940.0
63,883,186 shares issued at $3.23 each pursuant to the
takeover of Spicers Paper Limited 206.4 - - 206.4 -
440,800 shares issued at an average price of $2.04 each
pursuant to the Employee Share Purchase Plan 0.9 - - 09 -
140,000 shares issued at $3.13 each pursuant to options exercised 0.4 - 0.4 -
37,500 shares issued at $3.32 pursuant to options exercised 0.1 - 0.1 -
Transaction costs incurred in relation to the demerger - (11.8) - (11.8)
Demerger costs accrued for in prior year now reversed 1.0 - 1.0 -
Balance at end of year ' 1.937.0 9282 1,137.0 9282

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at shareholders’ meetings.

In the event of winding up of PaperlinX Limited, ordinary shareholders rank after all other shareholders and
creditors, and are fully entitled to any proceeds of liquidation.

During the year PaperlinX Limited issued employees shares as follows:

° Employee Share Purchase Plan

427,600 shares issued to employees in Australia at a discount of 40%, 5,600 shares to employees in the USA
at a discount of 40% and 7,600 shares to employees in New Zealand at a discount of 75% to the market price
on the date of the issue, in accordance with the terms of the employee share purchase plan as approved by
shareholders.

During the year PaperlinX Limited granted options over ordinary shares as follows:
o Employee Share Option Plan

452,500 options over 452,500 ordinary shares at an exercise price of $3.32 per option, which was the

average price for the five days of trading on the Australian Stock Exchange, prior to the aliotment date

of 20 November 2000.

715,000 options over 715,000 ordinary shares at an exercise price of $3.50 per option, which was the average
price for the five days of trading on the Australian Stock Exchange, prior to the allotment date of 19 April 2001.
At the date of this report there are 2,502,500 (2000: 1,535,000) unissued shares of PaperlinX Limited which are
under option whose exercise is subject to the satisfaction of the terms of the option agreements.
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ASSET REVALUATION
Balance at beginning of year 8.8 - - -
Revaluation of {and, land improvemehts and buildings - 8.8 - -
Balance at end of year 8.8 8.8 - -
EXCHANGE FLUCTUATION
Balance at beginning of year (1.2} (1.3) - -
Exchange fluctuation on translation of overseas controlled entities 2.5 0.5 - -
Share of associated company’s exchange fluctuation on
translation of overseas controlied entities 0.3 (0.4) - -
Transfer from retained profits, amounts now realised 1.9 - - -
Balance at end of year 3.5 (1.2) - -
Total Reserves 12.3 76 - -

Nature and purpose of reserves

Asset Revaluation

The asset revaluation reserve includes the net revaluation increments and decrements arising from the revaluation
of non-current assets in accordance with AASB 1041. The reserve is now not available for future asset write-downs
as a result of using the deemed cost election for land, land improvements and buildings when adopting AASB 1041,

Exchange Fluctuation Reserve .
The exchange fluctuation reserve records the foreign currency differences arising from the translation of the

financial statements of self-sustaining foreign operations and the impact of transactions that hedge the company’s
net investment in a foreign operation net of tax. Refer to Note 1(12).

Apam e A s en an ey sy e e e
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Balance at beginning of year 11.3 94.7 - -
Net profit attributable to members of PaperlinX Limited 105.6 85.9 91.1 169.3
Transfer to exchange fluctuation reserve amounts now realised (1.9) - - -
Dividends provided for or paid o {86.7}) (169.3) (86.7) (169.3)
Total Retained Profits - 283 11.3 4.4 -
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NOTE 27. OU VOINTERESTS N
COXNTROLLED BN Z.‘.,
~Contributed equity 0.1 0.1 - -
Total Qutside Equity Interests 0.1 0.1 - -
NOUE 28, TAS ENDITURE CONILITVINTS
Capital expendrture contracted but not provided for:
o Not later than one year 20.9 1.3 - -
© Later than one year but not later than five years 7.6 - - -
Totaﬁ Capufcaﬂ Expenduture Commutmems 285 13 - -
NOVE 28, L7
FINANCE LEASES
Lease expenditure contracted and provided for:
o Not later than one year 0.5 1.7 - -
o Later than one year but not later than five years 0.3 0.9 - -
Minimum lease payments 0.8 2.6 - -
Less: Future finance charges (0.1) 0.2) - -
Total Finance Lease Liability 7 » A 0.7 24 - -
Current lease liabilities — refer Note 18 0.4 1.5 - -
Non-current lease liabilities — refer Note 21 0.3 . 0.9 - -
"Total Finance Lease Lﬁébﬁﬂﬁty ' - 07 2.4 - -

The consolidated entity enters into finance leases from time to time in relation to plént and equipment. At the end
of the lease term the consolidated entity has the option to purchase the plant and equipment at a price established
at the time of entering the lease, which is deemed to be a bargain purchase option.

Some leases involve lease payments comprising a base amount plus an incremental contingent rental. Contingent
rentals are based on the relevant index, as detailed in the lease agreement.

OPERATING LEASES
Lease expenditure contracted but not provided for:

o Not later than one year 456.8 16.8 - -
o Later than one year but not later than five years 125.0 43.9 - -

e Later than five years - 88.1 13.4 - -
Total Operating Lease Commn'&men‘ts - i 259.9 74.1 - -

The consolidated entity enters into operating leases from time to time in relation to property, plant and equipment.
The major component relates to the leases of buildings. Leases generally provide the consolidated entity with a
right of renewal at which time all terms are renegotiated.

Lease payments comprise a base amount plus an incremental contingent rental. Contingent rentals are based on
the relevant index or operating criteria.

i
w
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Expenditure contracted but not provided for covering supplies and
services to be provided:

o Not later than one vear 30.9 56.6 - -
o Later than one year but not later than five years 41.1 421 - -
o Later than five years 107.9 114.2 - -
Total Other Expenditure Commitments 179.9 2129 - -

Contingent liabilities arising in respect of:
Related bodies corporate:

e Bank guarantees 0.3 0.5 - -
o Claims - 04 - -
e Other 6.1 - - -
Total Contingent Liabilities 6.4 0.9 - -

The bank guarantees, the beneficiary of which are third parties, are in relation to the importation of products.

The Other amount relates to a signed commitment to lease a building which is currently under construction.
This contingent liability will revert to being an operating lease commitment from the date the building is occupied.

The consolidated entity has entered into a supply agreement with Amcor Limited whereby it agrees to place
purchase orders for the supply of wastepaper products for the Maryvale Mill. The supply agreement is for nine years
and may be extended for an additional five years.

Under the terms of the ASIC Class Order 98/1418 dated 13 August 1998 (as amended), which relieved certain
wholly owned Australian subsidiaries from the requirement to prepare audited financial statements, PaperlinX
Limited and certain subsidiaries have entered into approved deeds for the cross guarantee of liabilities with those
subsidiaries identified in Note 36. No liabilities subject to the Deeds of Cross Guarantee at 30 June 2001 are
expected to arise to PaperlinX Limited and subsidiaries, as all such subsidiaries were financially sound and solvent
at that date.
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NOTE 32, AUDITORS REMUNERATION
Amounts received or due and receivable for audit services by:
o Auditors of the company 1.499 0.838 - -
o Other auditors 0.108 - - -
Amounts received or due and receivable for other services by: ' '
o Auditors of the company 0.407 0.732 - 0.732
o KPMG related firms 0.096 - - -

During the year ended 30 June 2001, $0.137 million was incurred in relation to the takeover of Spicers Paper
Limited and was included in those costs capitalised on acquisition.

SIS RN T 1T
AND BHECUTY

REMUNERATION OF DIRECTORS
Amounts paid or payable or otherwise made available to directors 2.539 0.753 - -

Number of directors of the company whose income from the
company or any related party falls within the following bands:

¢ Nao. No. 2o, No.

&

10,000 - 19,999 - 3 - -
20,000 - 29,999 1 - - -
40,000 - 49,999
60,000 - 69,999
70,000 - 79,999
190,000 - 199,999
370,000 - 379,999
490,000 - 499,999
650,000 - 659,999 - 1 - -
1,160,000 - 1,169,999 1 - - -
The remuneration of all non-executive directors has been included in the above table from the date of their
appointment to the Board.

in the prior year, Mr IM Wightwick was a director for the period 1 July 1999 to 30 June 2000. During the period
1 July 1998 to 31 March 2000 he was employed by Amcor Limited.
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REMUNERATION OF EXECUTIVES

Amounts received or due and receivable from the company,
entities in the consolidated entity or related parties by
executive officers 4.080

Number of executive officers whose remuneration was within
the following bands:

o Al

2.129

No.

230,000 - 239,999 -
240,000 - 249,999 1
290,000 - 299,999 -
300,000 - 309,999 -
310,000 - 319,999 -
320,000 - 329,999 -
370,000 - 379,999
380,000 - 389,999
390,000 - 399,999
420,000 - 428,999
490,000 — 499,999
590,000 - 599,999
650,000 - 659,999 -
1,160,000 - 1,169,999 1

1

In the prior year, the remuneration of executives relates to the period from 1 July 1999 to 30 June 2000. During
the period 1 July 1999 to 31 March 2000 their remuneration was paid by Amcor Limited.

The value of options granted during the year has been valued at 30 June 2001 in the range of $1.08 to $0.98
(2000: $0.58 to $0.51), assuming they are held for five years or seven years respectively. This value has been based
on certain assumptions regarding the dividend growth of the consolidated entity over the five-year and seven-year
terms. The options cannot be exercised for three years from the date of being granted, except upon termination of
employment. No amount has been included in the above remuneration for options issued during the year.
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For the year ended 30 June
INDUSTRY SEGMENTS
Merchanting 43.8 195 14422 619.2  1,096.9 221.7
Communication Papers 97.2 65.8 794.0 7011 893.6 945.7
Packaging Papers 53.5 60.4 275.4 310.4 309.2 315.9
Investments/Other 5.9 (12.6) 425.4 317.4 409.5 4395.4
Profit before net intefest, income tax and ) o
significant items 200.4 133.1
Net interest" (42.9) (26.5)
Profit before income tax and -
significant items 157.5 106.6
Significant items - (0.4)
Inter-segment sales® (584.2) (377.8)

1575 1062 23528 15703 27092 19787

GEOGRAPHIC SEGMENTS

Australia® 180.6 1284  1,682.8 1,390.8  2,134.9 1,901.4
New Zealand® 6.5 1.6 151.4 75.6 96.3 ' 384
North America® 10.1 0.2 425.7 72.0 383.4 19.9
Europe® 0.3 0.6 31.8 31.2 8.0 8.4
Asia® 2.9 2.3 61.1 A0.7 i 86.6 9.6
Profit before net interest, income tax and S
significant items 200.4 1331

Net interest™ {42.9) (26.5)

Profit before income tax and significant items ~ 157.5 106.6

Significant items , - 0.4

157.5 106.2 2,352.8 15703 2,709.2 11,9787
(7} Interest is not aliocated internaliy to the segments bu: held centrally.
(2) Inter-segment sales comprise sales of paper, which are priced on an arm’s length basis.

(3) Profit before net interest, income tax and significant items.
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The consolidated entity and certain controlled entities contribute to superannuation funds, which were established
to provide benefits for employees and their dependants. The funds cover company-sponsored plans, industry/union
plans and other approved funds.

COMPANY SPONSORED PLANS

The principal benefits are pensions or lump sums for members on resignation, retirement, death or total permanent
disablement. These benefits are determined on either a defined benefit or accumulation benefit basis.

Employee contribution rates are either fixed by the rules of the fund or selected by members from a specified range
of rates. In addition to legislative requirements, employer companies contribute to the balance of the cost required to
fund the defined benefits or, in the case of accumulation funds, the amounts set out in the appropriate fund rules.

There exists a legally enforceable obligation on the employer companies to make such contributions as are required
under the rules.

INDUSTRY/UNION PLANS
Employer companies participate in industry and union plans on behalf of certain employees.

These plans operate on an accumulation basis and provide lump sum benefits for members on resignation,
retirement or death.

The employer company has a legally enforceable obligation to contribute at varying rates to these plans.

DEFINED BENEFIT PLANS

The table below for the year ended 30 june 2001 shows only the PaperlinX share of the defined benefit plan of
the Amcor Superannuation Fund and the Amcor New Zealand Fund. However, the comparative table below for the
year ended 30 June 2000 shows the entire defined benefit plan of the Amcor Superannuation Fund and the Amcor
New Zealand Fund - as presented in the Amcor Limited Annual Report for the year ended 30 June 2000. This was
due to the fact that at the date of reporting last year these funds had not been split into separate Sub-Funds by the
relevant actuaries.

All plans are listed below showing the results of the last actuarial assessment, where applicable, made by
independent actuaries on the dates indicated.

Fund assets net of liabilities other than accrued benefits (fund assets) at net market value as at the reporting date,
accrued benefits as at the last actuarial review date and vested benefits of the funds/plans as at the reporting date
are as follows:

- - - e
P, T
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Controlled Entities
— Amcor Superannuation Fund®”

June 2000 by WR Aitchison FIA, FIAA 30/6/00 45.5 41.0 4.5 40.3
— Amcor New Zealand Superannuation Fund®

April 1998 by J Spooner BSc, FIAA, FNZSA  31/3/01 0.9 0.8 0.1 0.6
- Australian Paper Welfare Scheme®

June 2000 by WR Aitchison FIA, FIAA 30/6/00 19.6 19.6 - 19.6
— Spicers Paper Superannuation Fund

July 1999 by A Sach FIAA 30/6/00 5.4 404 110 418
Totals 117.4 101.8 15.6 102.3
Pzzerlinifu Year Financial Reget 20270
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Controlled Entities
— Amcor Superannuation Fund®

June 1997 by WR Aitchison FIA, FIAA - 30/06/99 515.3 480.9 34.4 480.4
— Amcor New Zealand Superannuation Fund®
April 1998 by J Spooner BSc, FIAA, FNZSA  31/03/00 252 20.2 5.0 16.6
— Australian Paper Welfare Scheme®
June 1997 by WR Aitchison FIA, FIAA 30/Q6{99 19.0 9.87 o 9.2 6.0 B
Totals 559.5 510.9 48.6 503.0
11} Employees of PagerlinX participate in the Amcor Superannuation Fund and PaperlinX contribuies to the fund on behalf of these members. irr refation
to those members with a defined bonefits formuio, a separate sub-fund was established as at the date of the demerger of PaperlinX Limited from

Amcaor Limited in order to meet these defined benefit liabilities. The figures for the year ended 30 june 2001 reflect the assets and benefit liabilities
attributable to the PaperlinX Limited sub-fund as originally determined by the fund actuary while those reported in the prior year were attributable to
the entire fund

12) Some PaperlinX employees participate in the Amcor New Zealand Superannuation Fund and PaperlinX Limited contributes to the fund on behalf of
those members. The figures for the year to 31 March 2001 reflect the assets and benefit liabilities attributable to those members as determined by
the fund actuary while those reported in the prior year were attributable to the entire fund.

(3) The Austral'an Paper YWelfare Scheme is in the process of being wound up. The funding surplus has been aflocated to members, therefore the net
asset value shown is equivalent to the values for accruedivested benefit entitfements.

14} Accrued benefits have been determined based on the amount calculated by the actuary at the date of the most recent actuarial review or as
cafculated by the Fund Actuary.

(5) The aggregate excess of fund essets over accrued benefits, calculated as the difference betwzen fund assets at net market value as at the last
reporting date of each fund and the accrued benefits as at the last actuarial review date of each fund is $15.6 miliion. This amount does not
represent the excess of fund assets over accrued benefits that exists at 30 June 2001,

16) Vested benefits are benefits, which are not conditional upon continued membershio of the respective fund or any other factor.

Deiails of contributions to the defined benefit plans during the year and the contributions payable at 30 June 2001 are as follows:

Consglidaied PapariinX Limited
2587 2000 2607 2000
ko] $m Sm $m
Employer contributions fo the plans 2.7 51 - -

Employer contributions payable to the plans at balance date - - - -

2,
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Paper Australia Pty Ltd (1 Austrelia 100% -
Australian Paper Pty Ltd M Australia 100%
Australian Paper Plantations Pty Ltd «)] Australia 100%
ACN 000 098 331 Pty Ltd (in liquidation) Australia 100%
Spicers Paper Limited (1) (2) (8) Australia 100%
Paperwealth Pty Ltd (1) (2) (8) Australia 100%
Commonwealth Paper Pty Ltd (1) (2) (8) Australia 100%
Empire Office Supplies Pty Ltd (1Y (2) (8) Australia 100%
Edwards Dunlop & Co (1) (2) (8) Australia 100%
B) Ball Pty Ltd (1)(2) (8) Australia 100%
Besmac Pty Ltd 1) @) ® Australia 100%
Paper Associates Pty Ltd (1) (2) (8) Australia 100%
Spicers Paper (NZ) Ltd 2) New Zealand 100%
Armitron Paper Ltd (2) New Zealand 100%
Spicers Paper inc (2) U.S.A. 100%
LaSalle Paper Inc (2) U.S.A. 100%
Spicers Paper (USA) Inc 2) U.S.A. 100%
PaperlinX Canada Corp (2) Canada 100%
305672 Nova Scotia Corp (2) Canada 100%
3894258 Canada Inc (2) Canada 100%
3056273 Nova Scotia Corp 2) Canada 100%
Coast Paper Ltd (2 Canada 100%
9027-3830 Quebec Inc 2) Canada 100%
Elm Holding Ltd 2) Canada 100%
Coast Paper Ontario (2) Canada 100%
Alberta Paper Company (2) Canada 100%
Coast Paper Partnership (2) Canada 100%
615145 BC Ltd (2) Canada 100%
Spicers Paper Holdings {Asia) Pte Ltd (2) Singapore 100%
Spicers Paper (Asia) Trading Pte Ltd (2) Singapore 100%
Norscan Forest Products Pte Ltd @) Singapore 100%
Spicers Paper (Singapore) Pte Ltd (2) Singapore 100%
Spicers Paper (Hong Kong) Ltd 2) Hong Kong 100%
Intercontinental Forest Products Ltd (2) Hong Kong 100%
Spicers Paper (Malaysia) Sdn Bhd (2) Malaysia 100%
Perniagaan Kazura Sdn Bhd 2) Malaysia 100%
PaperlinX Investments Pty Ltd M Australia 100%
Amtrade International Pty Ltd (1) Australia 100%
PaperlinX (Europe) Ltd United Kingdom 100%
Amtrade International Plc United Kingdom 100%
PPM Zimmeriund & co a.s Norway 100%
Zimmerlund (Malaysia) Sdn Bhd Malaysia 100%
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NOTE 36, PARERLINNS CONTIOLLED ENTIVIES {cont’d)
‘mraracretion

Pacific Paper Marketing Pty Ltd (1) Australia 100%
Pacific Paper Marketing Taiwan Ltd Taiwan 80%
Pacific Paper Marketing Australia Pty Ltd (1 Australia 100%
Pacific Paper Marketing (USA), Inc USA 100%
PaperlinX (N2) Ltd New Zealand 100%

The Paper House NZ Pensions Nominees Ltd

(in liguidation) New Zealand 100%
Entities No Longer Controlled Since 30 June 2000

Eastlock Ltd 4) (5) (6)

Edwards Dunlop (NZ) Ltd @@

Paper Associates (N2) Lid @@

Spicer Cowan Paper Ltd @@

(1) PaperlinX Limited and the aforementioned subsidiary companies have entered into an approved deed for the
cross guarantee of liabilities.
Pursuant to ASIC Class Order 98/1418 dated 13 August 1998 (as amended), these wholly owned subsidiaries
are relieved from the Corporations Act 2001 requirements for the preparation, audit and lodgement of
financial reports.
It is a condition of the Class Order that PaperlinX Limited and each of these subsidiaries enter into a deed of
cross guarantee. The effect of the deed is that PaperlinX Limited guarantees to each creditor payment in full of
any debt in the event of winding up any of these subsidiaries under certain provisions of the Corporations Act
2001. If a winding up occurs under other provisions of the Act, PaperiinX Limited will only be liable in the event
that after six months any creditor has not been paid in full. These subsidiaries have also given similar guarantees
in the event that PaperlinX Limited is wound up.
A consolidated Statement of Financial Performance and consolidated Statement of Financial Position comprising
PaperlinX Limited and these wholly owned subsidiaries, after eliminating all transactions between parties to the
deed of cross guarantee, is set out below:

STATEMENT OF FINANCIAL PERFORMANCE

mmee ron
ZANEV Luvy

Profit from ordinary activities before income tax 162.5 1134
Income tax expense (50.2) (19.4)
Netproft S ' - 1123 94.0
Retained profits at the beginning of the year 13.1 86.5
Aggregate of amounts transferred from reserves (1.9) 1.9
Dividends provided for or paid (86.7) (169.3)
Retained profits at the end of thevyea'rv 368 131
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STATEMENT OF FINANCIAL POSITION

CURRENT ASSETS
Cash assets
Receivables
Inventories

Total Current Assets

NON-CURRENT ASSETS

Receivables

Investments accounted for using the equity method
Other financial assets

Property, plant and equipment

Standing timber

Intangible assets

Deferred tax assets

Total Non-current Assets

Total Assets

CURRENT LIABILITIES
Payables

Interest bearing liabilities
Current tax liabilities
Provisions

Total Current Liabilities

NON-CURRENT LIABILITIES
Interest bearing liabilities
Deferred tax liabilities
Provisions

Total Non-current Liabilities
Total Liabilities

Net Assets

EQUITY
Contributed equity
Reserves

Retained profits
Total Equity

Fu' Yea  Financial Recot 2007
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82.7
366.9
404.4
854.0

63.8

87.6
1,089.8
167.1
114.1
37.0
1.559.4
2,413.4

304.7
114.3
31.2
81.0
531.2

497.7
185.0
36.0
698.7
1,229.%
1,183.5

1,137.0
3.7
26.8
1,183.5

20.9
268.4
2653
554.6

114.5
22.8
1,046.8
165.2
10.4
26.7
1,386.4
1,941.0

172.6
6.4
301
543
263.4

550.9
150.3

27.5
728.7
992.1
948.9

928.2
7.6
13.1
948.9




WNOTE 35, PAPERLINIUS CONTROLLED ZNTITIRS {cont'd)
(2) During the year the consclidated entity purchased the remaining 58.2% of the voting shares of Spicers Paper
- Limited and 100% of the voting shares of Coast Paper. The operating results of these entities have been
included in the consolidated profit from 1 January 2001 and 1 May 2001 respectively. The main activities of these
two entities is paper merchanting. The consideration paid for material controlled entities and the net assets at
the dates of acquisition are set out in the table below:

Spicers Paper Limited

o Shares issued 206.4
o Costs accrued 15.0
o Cash paid 28.6
Total consideration paid thi'sApé'r"icgdh S ; 250.0
o [nvestment acquisition in a prior period 112.4
S - S 362.4

Coast Paper
o Cash paid 82.6
7 T 452.0

Comsalidated

2337 203¢C
$m $m

CONTROLLED ENTITIES ACQUIRED
= Total consideration paid ) 4520 286.6
““““ Net assets acquired:

Cash, net of bank overdraft 63.9 0.1
Current receivables 254.7 0.8
Inventories 308.0 1.7
Non-current receivables 1.5 -
Property, plant and equipment 82.8 183.9
Standing timber - 162.4
Intangibles 20.5 -
Deferred tax assets 10.5 0.4
Current payableé, tax liabilities and provisions {256.2) (11.9)
Current interest bearing liabilities (77.9) 0.7)
Non-current tax liabilities and provisions (10.0) (50.1)
Non-current interest bearing liabilities (94.4) 0.3)
3034 2861
Goodwill on acquisition 148.6 0.5
Total net assets acquired o - &2 286.6
Cash paid ) 1182 2866
Bank overdraft, net of cash acquired ’ - 0.1
Cash settlement of amount accrued in prior period 0.1 0.1
Net cash paid 1183 2868

The acquisition of Spicers>Pa>per Limited was effective from 1 Jandary 2001. At that time a prés;}s‘iahv of $13 million to
cover integration costs was established, as detailed in the Bidders Statement dated 6 December 2000. The acquired
businesses of Edwards Dunlop, Envelopes and Commonwealth Paper are to be divested.
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(3) No controlied entities and businesses were disposed of during the year.
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2337 7522
BUSINESSES/CONTROLLED ENTITY DISPOSED

Consideration received:

Cash received - 319.7

Total consideration received - 319.7

Net assets disposed:

Bank overdraft, net of cash - (0.1)
Current receivables - 45.8
Inventories - 2.2

Property, plant and equipment - 165.1

Standing timber - 199.2

Deferred tax assets - 0.3
Current payables, tax liabilities and provisions - (17.0)
Current interest bearing liabilities - (0.9)
Non-current tax liabilities and provisions - (74.4)
Non-current interest bearing ligbilities - (0.5)
Total net assets diéposed - 319.7

Cash received - 319.7
Bank overdraft, net of cash disposed - 0.1

Cash settlement of amounts accrued in prior period 0.3 15
Net cash received 0.3 321.3

(4) Companies renamed during the year:
Eastlock Ltd (formerly Amtrade International (H.K.) Ltd)
(5) Companies placed in liquidation during the year.
(6) Companies liquidated during the year.
(7) Company amalgamated during the year into PaperlinX (N.Z.) Ltd

(8) Companies that became a party to the PaperlinX Limited Deed of Cross Guarantee on
a Deed of Assumption. '

1 June 2001 by virtue of

Each of these subsidiaries has been released from their obligations under the Spicers Paper Limited approved

Deed of Cross Guarantee of liabilities by executing Revocation Deeds on 1 June 2001.
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NOTE 37, INVESTMERT [N ASSCUATED COMPANY
The mvestment of 41. 8% in Splcers Paper Limited was purchased from Amcor Limited on 1 April 2000.

The investment in Spicers Paper Limited was equity accounted for the three-month period from 1 April 2000 to
30 June 2000 in the resuits for the year ended 30 June 2000.

The investment in Spicers Paper Limited was equity accounted for the six-month period from 1 july 2000 to
31 December 2000 in the results for the year ended 30 June 2001.

Following the acquisition of the remaining shares, Spicers Paper Limited has been consolidated 100% for the
period 1 January 2001 to 30 June 2001.

The equity accounted results of Spicers Paper Limited are as follows:

& Meonths to 3 Months to
31 Decemizer 2000 30 June 2030
S $m
Results of associate
Share of associate’s profit from ordinary activities before tax 9.6 4.4
Share of assocnates tax expense relatmg to proﬁt from ordlnary activities {(3.9) (1.4)
Share of associate’s net profit — as disclosed by the associate ‘ 5.7 3.0
Adjustments:
Unrealised profit in inventory (0.4) {0.5)
Share of associate’s net profit - equity accounted ‘ . 53 o 25
2031 2000
S $m
Share of post-acquisition retained profits and reserves attributable
to the associate
Retained Profits
Share of associate’s retained profits at beginning of year 3.0 : -
Share of associate’s net profits (as disclosed by the associate) 5.7 3.0
Dividends received (2.9) -
Amount reclass;ﬁed on acquisition of a controlled ent:ty {5.8) -
Share of associate’s retained proflts at the end of the year - 3.0
Exchange Fluctuation Reserve
Share of associate's exchange fluctuations reserve at beginning of year {0.4) -
Share of associate's exchange fluctuation reserve 0.3 .(0.4)
Amount rec[assmed on acquisition of a controlled entity 0.1 -
Share of assooate s exchangé fluctuation reserve at the end of the year - (0.4)
Movements in carrying amount of investment '
Carrying amount of investment at beginning of year 114.5 -
Acquired during the year - 112.4
Share of associate’s net profit — equity accounted 5.3 25
Dividends received (2.9) -
Share of current year exchange fluctuation reserve 0.3 0.4)
Retained profits reclassified on acquisition of a controlled entity {5.8) -
Exchange fluctuation reserve reciassified on acquisition of a controlled entity 0.1 -
Accumulated unrealised profit in inventory adjustment at date of consolidation,
now included as part of the acquisition of the controlled entity 0.9 -
Criginal purchase price transferred to investments in controlled entities 112.4 -
Ca'r'rying value of investment at the end of the year I - ' 114.5
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Commitments
Share of associate’s plant and equipment expenditure commitments
contracted but not provided for and payable:
¢ Not later than one year - 0.2
Total share of associate’s capital expenditure commitments contracted
but not provided for and payable - 0.2
Share of associate’s operating lease commitments payable:
» Not later than one year - 9.0
e Later than one year but not later than five years - 24.5
¢ Later than five years - 27.8
Total share of associate's operating lease commitments payable - 61.3
NOTE 3L RELATED TARTY TISTLOSURES

Material ownership interests in controlled entities is disclosed in Note 36 to the financial statements.

Related Party Transactions

Spicers Paper Limited ceased to be an associated company and became a controlled entity effective 1 January 2001,

During the six months to 31 December 2000 the following transactions were recorded with the Spicers Paper
Limited Group:

= Sales of goods $124,723,000 (for the 12 months to 30 June 2000: $164,894,000)
* Dividends received $2,896,000 (2000: Nil)

There were no other material related party transactions during the year.

Directors

Directors of PaperlinX Limited, who held office during the year ended 30 June 2001 are:
DE Meiklejohn

IM Wightwick

DG Abotomey

AF Guy

BJ Jackson

NL Scheinkestel

DA Walsh

PR Waterworth

L Yelland

As at 30 June 2001, directors of PaperlinX Limited held in aggregate 243,486 (2000: 96,964) ordinary shares of
PaperlinX Limited and 435,000 (2000: Nil} options over 435,000 (2000: Nil) ordinary shares of PaperlinX Limited.

Loans to directors of PaperlinX Limited in Note 10 total $109,000.
Loans to directors of controlled entities in Note 8 total $634,000.
Loans to directors of controlled entities in Note 10 total $84,000.

During the year, employee share plan loan repayments totalling $7,000 were received from DG Abotomey,
GC Butcher, PW Essex, PN Jones, SR Speight, PR Waterworth and IM Wightwick.

During the year, employee share plan loans totalling $2,000 were advanced to DG Abotomey, GC Butcher,
PW Essex, PN Jones, SR Speight and IM Wightwick.




1. Notional

The notional calculation, for the year ended 30 June 2000, uses a weighted average number of shares, which has
been calculated on the basis that the shares on issue at 30 june 2000 were on issue for the whole financial year.

lune 2001 june 2008
Basic Earnings per Share: (as adjusted for June 2000)
o Before significant items (cents) 37.2 27.7
o After significant items {(cents) 37.2 335
Weighted average number of shares (millions) 283.6 256.8

The options to purchase shares on issue at 30 June 2001 and 30 June 2000 have not been included in determining
the basic earnings per share.

The options are considered to be potential shares and hence are dilutive in their nature. The inclusion of these
options in the calculation of the diluted earnings per share has an immaterial impact as compared to the basic
earnings per share.

2. Theoretical

The theoretical basic earnings per share has been calculated in accordance with Accounting Standard AASB 1027
{Earnings per Share). This standard defines the basic earnings per share to be the operating profit after income tax
for the consolidated entity attributable to members of the parent entity for the financial year, divided by the
weighted average number of ordinary shares of the parent entity on issue during the financial year.

The weighted average number of shares on issue is calculated by reference to the number of days from the date of
issue of the shares to the end of the financial year as a proportion of the total number of days in the financial year.
For the period 1 July 1989 to 15 February 2000 there were two shares on issue and for the period 16 February
2000 to 30 June 2000 there were 256,830,601 shares on issue.

The weighted average number of shares on issue for the year has been calculated including the impact of the days
on which shares were issued during the year.

June 2001 june 2000
Basic Earnings per Share:
o Before significant items (cents). 37.2 74.9
o After significant items (cents) 37.2 90.4
Weighted average number of shares (millions) 283.6 95.0

The options to purchase shares on issue at 30 June 2001 and 30 June 2000 have not been included in determining
the basic earnings per share.

The options are considered to be potential shares and hence are dilutive in their nature. The inclusion of these
options in the calculation of the diluted earnings per share has an immaterial impact as compared to the basic
earnings per share.
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STRUNMENTS DISTLOSURE

Interest Rate Risk

The consolidated entity is exposed to adverse movements in interest rates under various debt facilities.

The consolidated entity has entered into interest rate swaps that swap floating rate interest bearing liabilities into
fixed rate interest bearing liabilities.

Interest Rate Risk Exposures

Exposure to interest rate risk and the effective weighted interest rate for classes of financial assets and liabilities is
set out below:

FeT interest . ngin

T Vear ’W.OVS "a:; \v"i 7
23T S o"zss Yeers Years
Financial Assets
Cash assets 93.6 - - - - 93.6 3.38
Receivables - - - - 523.2 523.2 -
Other financial assets - - - - 2.0 2.0 -
Financial Liabilities
Payables - - - - 404.3 404.3 -
Bank and other loans 783.6 - - - - 783.6 5.11
Leases - 0.4 0.3 - - 0.7 8.00
Dividends payable - - - - 45.0 45.0 -
Employee entitlements - - 35.% - 32.5 ©8.4 6.00
Interest Rate Swaps? {338.6) 38.6 300.0 - - - -

feigntec
< Cver Vore Non- sz—‘ gge
£ T Year Tie s then3  interest nierest
20CC §m Rate criess Years Years  Bearing “otet Aate
Financial Assets
Cash assets 296 - - - - 296 5.58
. Receivables - - - - 290.3 290.3 -
Other financial assets - - - - 1.5 1.5 -
Financial Liabilities _
Payables - - - - 192.4 192.4 -
Bank and other loans 574.7 - - - - 574.7 6.74
Leases - 1.5 0.9 - - 24 8.00
Dividends payable - - - - 15.3 15.3 -
Employee entitlements - - 26.0 - 26.1 52.1 6.00

(1} Inciudes the effect of interest swaps and app/.cabie crea.t marg.ns.

{2, Notiorna' princizal amounts
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NOVE £0. ADDITIONAL FINANCIAL INSTRUMENTS DiSCLOSURE (cont’a)
Foreign Exchange Risk

In relation to transactional foreign currency exposures, the consolidated entity’s policy is to hedge all material
foreign currency exposures, other than those where a natural hedge exists, through forward cover contracts as
soon as a firm and irrevocable commitment is entered into or known. It is the consolidated entity’s policy not to
recognise forward foreign exchange contracts in the financial statements. Gains or losses are deferred until maturity
at which time they are included in the measurement of the underlying transaction.

Accounts payable and interest bearing liabilities include amounts repayable in foreign currencies shown at their
Australian doliar equivalents. All material foreign currency liabilities are either fully hedged or matched by
equivalent assets in the same currencies, such assets representing a natural hedge.

The following table sets out the gross value to be received under foreign currency contracts, the weighted average
contracted exchange rates and the settlement periods of contracts outstanding:

2030
Weighted 2001 zece
Average Rate $m m
Buy Contracts
0 - 12 months
CAD 0.7872 0.8893 0.1 0.3
DEM 1.1387 1.2432 0.5 3.0
EUR 0.5882 0.6274 2.0 2.0
FRF 3.8826 4.1261 0.2 0.3
GBP 0.3701 0.3876 2.7 0.9
HKD 4.0263 - 0.4 -
ITL - 1,215.4653 - 0.3
JPY 61.6329 62.6489 5.9 5.4
NLG 1.3184 1.3690 0.1 0.5
NOK 47038 - 0.2 -
NZD 1.2455 1.2571 2.1 0.2
SEK 5.3713 5.2565 0.2 0.9
usb 0.5210 0.5894 73.0 47.2

§7.4 61.0

As these contracts are hedging anticipated puréhases, ahy unrealised exchange gains and losses on th'erc'on'trérgt'sim )
together with the costs of the contracts, will be recognised in the financial statements at the time the underlying
transaction occurs.

The gross unrecognised gains and losses on hedges of anticipated foreign currency purchases are gains of
$0.5 million (2000: $0.7 million) and losses of $1.0 million (2000: $0.5 million).

Credit Risk

Financial Instruments included in the Statements of Financial Position ‘
The maximum credit risk on financial assets of the consolidated entity, other than investments in shares, is generally
the carrying amount of receivables, net of provisions for doubtful debts.

The consolidated entity minimises its concentrations of credit risk by undertaking transactions with a large number
of customers and counterparties in various countries. There is no material exposure to any individual overseas
country or individual customer other than Amcor Limited.

Financial Instruments not included in the Statements of Financial Position

in order to control any exposure which may result from non-performance by counterparties, foreign exchange
contracts are only entered into with major banks with a minimum long-term rating of A+ by Standard & Poor’s or
A2 by Moody's. In addition, the PaperlinX Limited Board must approve these banks for use, and specific internal
guidelines have been established with regard to limits, dealing and settlement procedures.

The maximum credit risk exposure on foreign currency contracts is the full amount of the foreign currency the
consolidated entity pays when settlement occurs, should the counterparty fail to pay the amount which it is
committed to pay the consclidated entity. The full amount of the exposure is detailed in the previous table.
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Net Fair Values

Financial Instruments included in the Statements of Financial Position

Instruments traded on organised markets are valued by reference to market prices prevailing at balance date.
The net fair value of other monetary financial assets and financial liabilities approximates their carrying value.
The carrying amounts and net fair values of financial assets and liabilities as at reporting date are as follows:

Fimancial Assets

Cash assets 93.6 93.6 29.6 29.6
Receivables 523.2 523.2 290.3 290.3
Other financial assets 2.0 2.0 1.5 1.5
Financial Liabilities

Payables 404.3 404.3 192.4 192.4
Bank and other loans 783.6 783.6 574.7 574.7
Leases 0.7 0.7 2.4 24
Dividends payable 45.0 45.0 15.3 15.3
Employee entitlements 68.4 68.4 52.1 52.1

Financial Instruments not included in the Statements of Financial Position

The valuation detailed reflects the estimated amounts which the consolidated entity expects to pay or receive to
terminate the contracts or replace the contracts at their current market rates as at reporting date. This is based on
independent market quotations and determined using standard valuation techniques.

For forward foreign exchange contracts, the net fair value is taken to be the unrealised gain or loss at balance date
calculated by reference to current market rates.

The net fair value of foreign exchange contracts held as at reporting date is loss of $0.5 million (2000: a gain of
$0.2 million).

The net fair value of interest rate swaps held as at reporting date is a payable of $6.1 million.

AR - TN N SIS EN LY
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There are currently three major purchasers of linerboard and two major purchasers of sack kraft in Australasia.
The consolidated entity has long-term agreements to supply one of these purchasers, namely Amcor Limited, with
approximately 80% of the consolidated entity’s linerboard production and up to 30% of the consolidated entity’s
sack kraft production, as determined by Amcor Limited's usage. These contracts are for a minimum of 9 years and
include a take or pay obligation.

The consolidated entity has long-term agreements with two suppliers for a minimum annual supply of pulpwood
which is used in the manufacture of pulp and paper.
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Since 30 June 2001, the consolidated entity has announced the sale of Australian Paper Plantations Pty Ltd for
$152 million. This amount approximates the book value as at 30 june 2001,

The financial effect of this transaction has not been brought to account in the Financial Statements for the year
ended 30 June 2001.
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In the opinion of the directors of PaperlinX Limited:
(a) the financial statements and notes, set out on pages 34 to 72 are in accordance with the Corporations Act
2001, including:
i. giving a true and fair view of the financial position of the company and consolidated entity as at
30 June 2001 and of their performance, as represented by the resuits of their operations and their cash
flows, for the year ended on that date; and
ii. complying with the Accounting Standards and the Corporations Regulations 2001; and

(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they

become due and payable.

2. There are reasonable grounds to believe that the company and the subsidiaries identified in Note 36 will be
able to meet any obligations or liabilities to which they are or may become subject to by virtue of the Deed of
Cross Guarantee between the company and those subsidiaries pursuant to ASIC Class Order 98/1418.

In accordance with a resolution of the directors, dated at Melbourne, in the State of Victoria, this 13th day of

August 2001.

A A w’J\

DE Meiklejohn
Chairman
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Scope

We have audited the financial report of PaperlinX Limited for the financial year ended 30 June 2001, consisting of
the Statements of Financial Performance, Statements of Financial Position, Statements of Cash Flows, accompanying
notes 1 to 41, and the Directors’ Declaration set out on pages 34 to 73. The financial report includes the consolidated
financial statements of the consolidated entity, comprising the company and the entities it controlled at the year's

end or from time to time during the financial year. The company’s directors are responsible for the financial report.
We have conducted an independent audit of this financial report in order to express an opinion on it to the members
of the company.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance
whether the financial report is free of material misstatement. Our procedures included examination, on a test basis,
of evidence supporting the amounts and other disclosures in the financial report, and the evaluation of accounting
policies and significant accounting estimates. These procedures have been undertaken to form an opinion whether,
in all material respects, the financial report is presented fairly'in accordance with Accounting Standards and other
mandatory professicnal reporting requirements and statutory requirements in Australia so as to present a view
which is consistent with our understanding of the company’s and the consolidated entity’s financial position and
performance as represented by the results of their operations and their cash flows.

The audit opinion expressed in this report has been formed on the above basis.
Audit Opinion

In our opinion, the financial report of PaperlinX Limited is in accordance with:
(a) the Corporations Act 2001, including:

i. giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2001
and of their performance for the year ended on that date; and

ii. complying with Accounting Standards and the Corporations Regulations 2001; and
(b) other mandatory professional reporting requirements.
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Melbourne R} Douglas
13 August 2001 Partner
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1. Number of Shareholders

There were 102,808 shareholders at 2 August 2001.
All issued shares carry voting rights on a one-for-one

basis.

2. Distribution of Shareholders

E:

e e A

RNCESH® RN

% o % of

aiders Shares
1-1000 65547 6376 25394684 7.93
1001-5000 29809 2899 70,181,928 21.90
5001-10000 5075  .494 36968449 1154
10001-100000 2261 220 46,308,163 1445
100001-over 16 011 141540914 44.18
Total © 102,808 100.00 320,394,138 100.00

3. Unmarketable Parcels

There were 11,888 members holding less than a

marketable parcel of shares in the company.

4. Listing

The company’s shares are quoted on the Australian

Stock Exchange.

5. Geegraphic Location of Shareholders by

Registered Address

Australian Capital Territory 1,976 3,676,129
New South Wales 25,102 151,237,296
Northern Territory 207 194,940
Queensland 12,755 25,447,770
South Australia 7.904 15,570,745
Tasmania 2,005 2,896,498
Victoria 44,282 111,529,974
Western Australia 4,677 7,374,522
Total Australia 98,908 317,927,874
Bahamas 1 65,000
Canada 174 39,040
Hong Kong 51 69,855
New Zealand 1,342 1,048,164
Singapore 47 97,692
United Kingdom 277 488,046
United States 1,502 431,453
Other 512 227,014
Total 102,808 320,394,138

Chase Manhatten Nominees Limited 31,118,667 ENA
National Nominees Limited 15,853,554 495
Westpac Custodian Nominees Limited 14,224,190 4.44
ING Life Limited 10,773,079 336
AMP Life Limited 7,837,358 285
Commonwealth Custodial

Services Limited 5,734,808 1.79
Queensland Investment Corporation 4,746,144 1.48
Australian Foundation Investment

Company Limited 4,610,902 1.44
M L C Limited 4,353,321 136
A N Z Nominees Limited 3,037,116 0.95
Cogent Nominees Pty Limited 2,935,721 0.95
Commonwealth Funds

Management Limited 2,868,924 0.90
Citicorp Nominees Pty Limited 2,076,947 0.65
NRMA Nominees Pty fimited 1,931,000 0.60
Argo Investments Limited 1,122,366 0.35

Tyndall Life Insurance Company Limited 1,376,951 0.43
RBC Global Services Australia

Nominees Pty Limited 1,254,341 0.39
Guardian Trust Australia Limited 1,221,900 038
Health Super Pty limited 1,176,022 0.37
HKBA Nominees Limited 1,100,792 0.34

Total Top 20 Shareholders
Total Shares Issued

119,354,103 37.79

320,394,138 100.00
Substantial Shareholders as defined by the Corporations
Law (holding at least 5% of shares):

o ING Investment Management 18,083,929 5.94%

7. Unquoted Equity Securities

o jssued pursuant to the PaperlinX Employee
Share/Option Plan.

o options over ordinary shares at a cost of one cent per
option exercisable at prices ranging from $3.13 to
$3.50 per share.

— Number of employees participating 62
2,502,500

— Number of securities




Share Registry

Sharehotders with queries about anything related to
their shareholding should contact the PaperlinX Share
Registry in Melbourne on telephone 1800 232 867 or
+61 3 9615 5973. Alternatively, shareholders may wish
1o write to:

PaperlinX Share Registry
GPO Box 2975EE
Melbourne Victoria 3001
Australia

or on facsimile: 1800 331 599 or +61 3 9611 5710.

Details of individual shareholdings can be checked
conveniently and simply through visiting our Registrar’s
website at www.computershare.com and clicking on
Investor Centre button. For security reasons you then
need to key in your Securityholder Reference Number
(SRN) or Holder Identification Number (HIN) plus family
name and postcode, to enable access to personal
iinformation.

Dividends

The company proposes to pay dividends in September
and April. Shareholders should retain for taxation
purposes full details of dividend payments.

The following options are available to shareholders
regarding payment of dividends:

1. By direct deposit to an Australian bank, building
society or credit union account.

2. By cheque payable to the shareholder. Lost or stolen
cheques should be reported immediately to the
PaperlinX Share Registry, in writing, to enable stop
payment and replacement.

Shareholders may choose to have their dividends paid
directly into a nominated bank, building society or
credit union account anywhere in Australia. Payments
are electronically credited on the dividend date and
confirmed by a payment advice sent to the shareholder.
Request forms for this service are available from the
PaperlinX Share Registry.

Tax File Numbers

PaperlinX is required to withhold tax at the rate of
48.5% on any unfranked component of dividends or
interest paid to investors resident in Australia who have
not supplied the company with a tax file number (TFN)
or exemption form. Investors are not required by law to
provide their TFN if they do not wish to do so.

Annual General Meeting
The Annual General Meeting is normally held in October.
Transfer of Shares Off-Market

Since 1 July 2001 stamp duty is not payable on
off-market transfers.

Stock Exchange Listing

PaperlinX shares are listed on the Australian Stock
Exchange. All shares are recorded on the principal share
register, which is located in Victoria, the state of
incorperation of PaperlinX. The company’s ticker code
is "PPX".

Publications

The company’s Full Year Financial Report is the main
source of information for investors and is mailed to
shareholders in September. Other sources of
information are:

1. The Chairman's address to the Annual General
Meeting, which will be available on the PaperlinX website.

2. The half-year financial report reviewing the
July-December half-year, which will be mailed to
shareholders in March,

Internet Address

A range of corporate information may be obtained from
the PaperlinX website at www.paperlinx.com.au.
Investor information is available from the Investor
Resources section.

Change of Address

Issuer sponsored shareholders should notify the
PaperlinX Share Registry immediately, in writing, signed
by the shareholder/s, of any change to their registered
address. For added security, shareholders should quote
their previous address and HIN or SRN. CHESS
uncertified shareholders should advise their sponsoring
broker or non-broker participant.

Removal from Mailing List

Shareholders who do not wish to receive the full year
financial report should advise the PaperlinX Share
Registry, in writing, and include their HIN or SRN.

Change of Name

Shareholders who change their name should notify the
PaperlinX Share Registry, in writing, and attach a
certified copy of a relevant marriage certificate or deed
pol! with their HIN or SRN.
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Pezerind Consclidated Financle! Performancs

Sales revenue 2,353 1,586
Sales growth (%) 48.3 N/A
Profit from ordinary activities before depreciation, amortisation,

net interest, significant items and income tax 263.7 206.8
Profit from ordinary activities before interest, significant items and income tax 200.4 156.8
profit from ordinary activities before significant items and income tax 157.5 1205
profit from ordinary activities after income tax and before significant items 105.6 86.9
Firancial Statistics

Depreciation and amortisation expense 63.3 50.0
Net interest expense 429 36.3
Cash flow from operating activities 197.3 N/A
Capital expenditure - acquisitions 3246 0.0
Capital expenditure - Other 485 54.0

Profit from ordinary activities before Interest,
significant items and income tax by Region

Australia 180.6 152.1
New Zealand 6.5 1.6
North America 10.1 0.2
Europe 0.3 0.6
Asia 29 23
2854 155.8
Financiel Position Summery
Current assets 1,206 610
Non-current assets 1,503 1,369
Totz! assets - o 2,758 1,878
Current liabilities 808 281
Non-current liabilities ) S 723 751
Tota! llenilities 9,539 1,032
Ket Assets / Total shareghelders’ equity 1,178 847
Financial Ratics
Basic earning per share after significant items {cents) 37.2 33.8
Earning per share growth (%) 10.1 N/A
Profit from ordinary activities before interest, significant items
and income tax to average funds employed (%) 11.8 10.5
Return on average shareholders’ equity (%) 9.7 9.2
Dividend per ordinary share {cents) 27.0 5.0
Dividend franking (%) 100.0 100.0
Net tangible asset per ordinary share (%) 2.97 3.54
Net interest cover {times) 4.7 4.3
Gearing (Net debt/net debt and shareholders’ funds) (%) 37.0 36.6
Gearing (Net debt/shareholders’ funds) (%) 58.6 57.8

Otner information
Paperlinx share price:

Year’s high %) 4.32 317
Year's low % 3.13 2.97
Close as at 30 June $ 4.06 3.17
Fuily paid ordinary shares as at 30 June (millions) 3213 256.8
Weighted average number of shares (millions} 283.6 256.8
Market capitalisation as at 30 June ($millions) 1,304 814
Number of shareholders as at 30 June 102,823 113,060

Employee numbers as at 30 June 4,055 2,544
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