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87 The following graph illustrates the movement in the Corporate Express share price compared 

to the S&P/ASX 200 Index from 1 January 2007 to 16 March 2010: 

Corporate Express – share price history 
1 January 2007 to 16 March 2010 

 
Source: Bloomberg. 
 

 
88 As noted the share price of Corporate Express has generally been closely aligned with 

movements in the S&P/ASX 200 Index over the period.   

Liquidity in Corporate Express shares 
89 The liquidity in Corporate Express shares based on trading on the ASX over the 12 month 

period preceding the Offer is set out below: 

Corporate Express – liquidity of shares    
 Start End Value  As a % of 
 Date Date $000 Volume  issued capital 

1 day  16 Mar 10 16 Mar 10 3,216 696,156 0.4 
1 week  10 Mar 10 16 Mar 10 7,740 1,699,547 1.0 
1 month  17 Feb 10 16 Mar 10 19,535 4,440,355 2.6 
3 months  17 Dec 09 16 Mar 10 62,387 15,133,474 9.0 
6 months  17 Sep 09 16 Mar 10 171,973 40,990,262 24.4 
12 month 17 Mar 09 16 Mar 10 373,861 98,279,653 58.5 
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90 Staples held a majority (between 58.8% and 58.6%) interest in Corporate Express throughout 

the above period.14  Accordingly, the free float of the company was effectively restricted to 
around 41% of the issued capital.  In the 12 month period prior to the Offer total share 
turnover equalled 58.5% of the issued shares in Corporate Express indicating a reasonably 
high level of market liquidity.  However, the level of liquidity in more recent periods has been 
lower, with only 9.0% (or 36.0% on an annual basis) of Corporate Express shares traded in 
the three months prior to the Offer. 

 

 

                                                 
14 Staples percentage interest in Corporate Express reduced over the period due to the exercise of options and/or 

performance rights. 
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IV Office products and supplies industry 

Overview 
91 Corporate Express operates in the Australian and New Zealand office products and supplies 

market sectors.  As detailed in Section III, in addition to supplying office products such as 
stationery and office consumables, Corporate Express provides complimentary business needs 
such as IT hardware and software, facilities supplies, business furniture and promotional and 
printing services.  This section therefore focuses on the Australian and New Zealand office 
products and supplies market. 

Market size and customer segments 
92 The Australian office products market is worth approximately $7.5 billion, excluding the IT 

hardware and software, facilities supplies, business furniture and promotional and printing 
business lines.  Corporate Express accounts for approximately $750 million or 10% of the 
office products market, with lower market shares in its complimentary business lines (which 
have combined annual revenues of some $400 million).  Allowing for the various other 
business lines or sectors in which Corporate Express operates, the Corporate Express total 
target market is substantially larger, and estimated to be in excess of $25 billion.   

93 The office products market broadly covers stationery, paper, computer consumables and other 
office supplies and is segmented by BIS Shrapnel as follows:15 

Office products market segmented by product category 
 

 
Source: BIS Shrapnel Pty Ltd (2006) The Australian Office Products Market 2006 – 2008. 
 

 

                                                 
15 While the data is from BIS Shrapnel’s most recent report released in April 2006, Corporate Express confirm that 
current data is broadly consistent with that shown.  
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94 As shown in the table below, which shows the various customer segments for office products, 

there is a high correlation between the size of a business and average spend per employee.  
That is, the larger the business the lower the average spend per employee (with the exception 
of government organisations).  This is due to larger businesses gaining from greater buying 
power and economies of scale and smaller businesses conducting a greater range of activities.  
As a result and given the high number of entities, micro businesses are the largest customer 
segment followed by large businesses.   

Customer segments – Australia    

 
Employee  
numbers 

Average annual  
spend per employee 

$ 
Market share 

% 
Large businesses  100+ 630 20 
Medium businesses 20 – 99 744 12 
Small businesses 5 – 19 905 16 
Micro businesses  1 –  4 1,316 29 
Households                   n/a 1,130(1) 10 
Students                   n/a                   n/a 13 
Government                   n/a                   633                   n/a 
    
Note: 
1 Home offices. 
Source: BIS Shrapnel Pty Ltd (2006) The Australian Office Products Market 2006 – 2008. 
n/a – not available. 
    

 
95 The market for office products is mature, with low growth opportunities and high levels of 

competition.  In a bid to facilitate growth, and to provide a one stop shop for all business 
needs, industry participants have increasingly added complimentary or non-core business 
lines to their product offering.  Many of these items are effectively industries within 
themselves and face significant levels of competition, for example: 

(a) IT hardware and software are multi-billion dollar industries with a large number of 
competitors and suppliers including manufacturers, wholesalers and retailers.  There are 
numerous options available to businesses when sourcing these items 

(b) print management and promotional materials are highly competitive business segments, 
with competitors such as PMP Limited and Salmat Limited operating on a large scale in 
the print space.  In addition, the promotional sector is highly fragmented with many 
small operators 

(c) business furniture faces competition from three main groups, stationery based 
businesses such as Officeworks and OfficeMax, furniture and fit-out specialists and 
furniture manufacturers 

(d) facility supplies competition is split between industrial packaging and safety and 
janitorial products.  Industrial packaging and safety competition comes from a number 
of mid-sized competitors and numerous small operators.  Safety is dominated by two 
large competitors and includes a number of smaller companies 
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(e) kitchen supplies competition is predominantly from OfficeMax and other office 

products companies (of which Corporate Express is one). 

The utility in purchasing non-core or discretionary items from a single source supplier is 
convenience, access to greater buying power and administrative simplicity.   

Competition 
96 Competition in the Australian market is based around two operating models, being direct 

delivery (contract or non-contract) and retail.  Historically direct contract suppliers have 
targeted medium to large organisations (including governments), while the direct non-contract 
and retail companies have focused on smaller businesses and consumers.  This distinction has 
recently become more blurred with some operators providing a multi format offering and 
direct contract firms aiming for a larger share of the smaller business market.   

97 A summary of the operation of these segments in the Australian market is as follows: 

(a) direct delivery, comprising: 

(i) contract suppliers – including Corporate Express, OfficeMax, Office Choice, COS 
and Lyreco who provide contract delivery via a systemised ordering and delivery 
process  

(ii) non-contract suppliers – including Office National and Office Choice who provide 
systemised ordering and delivery services without contracts being required.  
These companies generally have a strong regional presence 

(b) retailers, including: 

(i) Officeworks, WC Penfold and other independent stationery retailers who service 
micro to small businesses, households and students.  These industry participants 
also provide direct delivery services but generally to the micro to small business 
segments 

(ii) newsagents, post offices and mass merchandisers (including the major 
supermarkets and department stores).  The target markets for these operators are 
generally micro to small businesses, households and students. 
 

98 Due to the competitive nature of the market, participants often provide high volume products 
such as paper consumables as loss leaders.  The level of competition in the market contributed 
to the closure of the Harvey Norman backed venture OFIS.  OFIS was launched during the 
GFC as an office supplies retailer with a similar product offering to Officeworks.  The 
business faced difficult conditions from the onset and was closed after just one year of 
operation, with management stating the financial performance did not meet expectations.   
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99 The companies operating in the direct delivery market, along with their target markets, are 
illustrated in the following graphic: 

Competitor segments  
 

 

 
Source: Corporate Express. 
 

 
100 With revenue over $1 billion, Corporate Express is the largest operator in the Australian direct 

office products market.  Details of the companies in competition with Corporate Express in 
Australia are set out below: 

(a) OfficeMax is the second largest participant in the direct contract market with annual 
turnover exceeding $380 million.  OfficeMax is Corporate Express’ primary competitor 
and has a similar customer focus.  It is a subsidiary of the US based OfficeMax Inc. and 
operates distribution centres in all Australian capital cities    

(b) Office National is a franchised group of independently owned businesses.  It has over 
170 outlets across Australia and benefits from using the Business Products Group 
International (BPGI) buying group.  While the organisation is the second largest direct 
supplier, it ranks third in the direct delivery market as it tends to focus on the micro to 
medium business segments 

(c) Office Choice is the fourth largest competitor in the direct delivery market.  It operates 
an independent dealer network and has retail operations.  The company is a member of 
the BPGI buying group and is focused on the micro to medium business segments 

(d) Complete Office Supplies (COS) is one of the smaller contract operators in the 
Australian market along with Lyreco.  COS operates from distribution centres and is 
focused on the mid-market segment 

(e) Lyreco is a subsidiary of its French based parent of the same name.  The company 
operates from distribution centres and focuses on the mid-market segment 

Micro 
Business

Households 
(excluding students) Students 
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Office National 

Officeworks 
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Government 
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Small  
Business 
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(f) Officeworks is the number one retail operator in the office products market with 115 
stores Australia wide.  The company is a subsidiary of the giant retail conglomerate 
Wesfarmers Limited and thus has access to strong buying power and experienced retail 
management.   
 

Industry trends 
101 Office products and supplies are generally defensive by nature in that performance is not 

affected as much (in a relative sense) by adverse business conditions.  During the GFC office 
industry sales reduced only marginally, while non-core or discretionary items were more 
greatly affected.  This is because the functioning of offices requires stationery and computer 
consumables, whereas furniture and IT hardware purchases can be postponed.  Therefore 
recent moves into products of a more discretionary nature by industry participants has 
increased their exposure to the business cycle and thus increased the volatility of sales in the 
industry. 

102 Some of the other recent industry trends include the following: 

(a) online ordering with direct office delivery has become the predominant form of ordering 
products and supplies for businesses 

(b) Australian based suppliers  (a number of which are subsidiaries of international 
companies) are increasingly being passed over in favour of overseas manufacturers 
(particularly in China) for sourcing high volume products 

(c) increasing efficiency through the rationalisation of smaller warehouses into larger more 
centralised distribution centres 

(d) employing sophisticated software systems to lower working capital requirements and 
inventory levels 

(e) the addition of private label brands which have the dual benefit of providing lower 
prices to customers while increasing margins to industry operators.  Private label 
products were originally created for high volume items such as paper and printer 
cartridges but have recently been expanded to a wider product base 

(f) an increasing demand from customers for green products or those made with an 
environmental consciousness (either branded or house branded). 
 

New Zealand market 
103 The New Zealand office products industry is worth some NZ$1.4 billion.  Due to the 

relatively small size of the market and the dominance of OfficeMax (the market leader), 
participants in the New Zealand market operate in a different competitive environment than 
those in Australia.    

104 On a proportional basis New Zealand has a very corporatised workforce, which translates to 
lower spending on a per head basis.  The large and medium business sectors therefore 
represent a larger proportion of the total market compared to Australia, while the small and 
micro segments are substantially smaller. 
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Customer segments – New Zealand   

 
Employee  
numbers 

Average annual  
spend per employee 

NZ$ 
Market share 

% 
Large businesses  100+ 650 28 
Medium businesses 20 – 99 759 16 
Small businesses 5 – 19 1,018 18 
Micro businesses  1 –  4 1,345 13 
Households                   n/a n/a 14 
Students                   n/a n/a 11 
Government                   n/a                  680                   n/a 
    
Source: BIS Shrapnel Pty Ltd (2006) The New Zealand Office Products Market 2006 – 2008. 
n/a – not available. 
    

 

105 In the New Zealand direct office supplies segment OfficeMax is many times larger than the 
next competitor, with Corporate Express the number two player and Office Products Depot 
the next largest participant.  While operating in the retail segment, The Warehouse Group’s 
stationery business has the second highest office product sales in New Zealand, operating 
with a retail network of 46 stores.  
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V Valuation approach 
 

106 ASIC Regulatory Guideline 111 – Content of expert reports (RG 111) outlines the appropriate 
methodologies that a valuer should consider when valuing assets or securities for the purposes 
of, amongst other things, share buy-backs, selective capital reductions, schemes of 
arrangement, takeovers and prospectuses.  These include: 

(a) the discounted cash flow (DCF) methodology 

(b) the application of earnings multiples appropriate to the businesses or industries in which 
the company or its profit centres are engaged, to the estimated future maintainable 
earnings or cash flows of the company, added to the estimated realisable value of any 
surplus assets  

(c) the amount that would be available for distribution to shareholders in an orderly 
realisation of assets 

(d) the quoted price of listed securities, when there is a liquid and active market and 
allowing for the fact that the quoted market price may not reflect their value on a 100% 
controlling interest basis 

(e) any recent genuine offers received by the target for any business units or assets as a 
basis for valuation of those business units or assets. 
 

107 Under the DCF methodology the value of the business is equal to the net present value (NPV) 
of the estimated future cash flows including a terminal value.  In order to arrive at the NPV 
the future cash flows are discounted using a discount rate which reflects the risks associated 
with the cash flow stream. 

108 Methodologies using capitalisation multiples of earnings or cash flows are commonly applied 
when valuing businesses where a future “maintainable” earnings stream can be established 
with a degree of confidence.  Generally, this applies in circumstances where the business is 
relatively mature, has a proven track record and expectations of future profitability and has 
relatively steady growth prospects.  Such a methodology is generally not applicable where a 
business is in start-up phase, has a finite life, or is likely to experience a significant change in 
growth prospects and risks in the future. 

109 Capitalisation multiples can be applied to either estimates of future maintainable operating 
cash flow, earnings before interest, tax, depreciation and amortisation (EBITDA), earnings 
before interest, tax and amortisation (EBITA), earnings before interest and tax (EBIT) or net 
profit after tax.  The appropriate multiple to be applied to such earnings is usually derived 
from stock market trading in shares in comparable companies which provide some guidance 
as to value and from precedent transactions within the industry.  The multiples derived from 
these sources need to be reviewed in the context of the differing profiles and growth prospects 
between the company being valued and those considered comparable.  When valuing 
controlling interests in a business an adjustment is also required to incorporate a premium for 
control.  The earnings from any non-trading or surplus assets are excluded from the estimate 
of the maintainable earnings and the value of such assets is separately added to the value of 
the business in order to derive the total value of the company. 
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110 An asset based methodology is applicable in circumstances where neither a capitalisation of 
earnings nor a DCF methodology is appropriate.  It can also be applied where a business is no 
longer a going concern or where an orderly realisation of assets and distribution of the 
proceeds is proposed.  Using this methodology, the value of the net assets of the company are 
adjusted for the time, cost and taxation consequences of realising the company’s assets. 

Methodology selected 
111 The market value of Corporate Express has been assessed by aggregating the market value of 

the business operations, together with the realisable value of any surplus assets and deducting 
net borrowings. 

112 The valuation of the business has been made on the basis of market value as a going concern.  
The primary valuation method used to value Corporate Express’ business is the capitalisation 
of future maintainable EBITDA.  Under this methodology the value of the business is 
represented by its core underlying maintainable EBITDA capitalised at a rate (or EBITDA 
multiple) reflecting the risks and growth prospects inherent in those earnings. 

113 We have adopted this method when valuing Corporate Express for the following reasons: 

(a) we do not have long-term cash flow projections which we regard as sufficiently robust 
to enable a DCF valuation to be undertaken16 

(b) Corporate Express operates in a mature industry, in which it carries on a long and 
successfully established business with reasonable expectations of ongoing profitability 

(c) transaction evidence in the sector is generally expressed in terms of EBITDA multiples.   
 

114 The resulting values have also been cross-checked by reference to the capitalisation of EBIT 
and net profit after tax (or price earnings (PE)) methods. 

                                                 
16  We note that Corporate Express has prepared cash flow projections for financial reporting / impairment testing 

purposes.  However, the objective of impairment testing is to opine on whether the carrying values of assets are 
supportable rather than to assess the market value of 100% of the equity of a company. 
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VI Valuation of 100% of Corporate Express 

Valuation methodology 
115 As stated in Section V we have adopted the capitalisation of EBITDA method as our primary 

valuation method.  Under this method the future maintainable EBITDA (excluding non-
recurring items) is capitalised at an appropriate EBITDA multiple. 

116 The value of the shares in Corporate Express is then derived by adding the net realisable value 
of surplus and other assets and deducting net interest bearing debt. 

117 The resulting values have also been cross-checked by reference to the capitalisation of EBIT 
and net profit after tax (or PE) methods. 

Assessment of normalised EBITDA 
118 In order to assess the appropriate level of EBITDA for valuation purposes we have had regard 

to the historical and forecast operating results, and have discussed the financial performance, 
operating environment and prospects of the business with Corporate Express management. 

119 A summary of Corporate Express’ sales revenue and operating EBITDA17 for the two years 
ended 31 December 2008 and the year ended 31 January 2010 is summarised below:18 

Corporate Express – historical EBITDA    
  Year to Year to Year to 
  31 Dec 07 31 Dec 08 31 Jan 10 
  Actual Actual Actual 
  $m $m $m 

Sale of goods  1,255.5  1,247.5  1,133.1  
Sale of services / other  23.7 31.5 22.9 
Total sales revenue  1,279.2 1,279.0 1,156.0 
     
EBITDA  121.0  121.1 108.2  
     

 
 
120 Based on the above (and discussions with Corporate Express management) we have adopted 

operating EBITDA (before non-recurring items) for valuation purposes of $120.0 million. 

121 This represents a 10.9% increase on the operating EBITDA achieved in the year ended 
31 January 2010 and reflects: 

(a) an assumed recovery in discretionary spend by customers as economic conditions in 
Australia generally continue to improve 

(b) future cost savings benefits associated with the rollout and implementation of SAP 
(Project nXtgen) planned over FY10 

(c) the potential for improved purchasing arrangements associated with the relationship 
with Staples (and its global buying power) 

                                                 
17  Before significant items. 
18  Note that in FY08 Corporate Express changed its reporting period to be consistent with that of its major shareholder 

Staples.  Therefore the periods prior to 31 January 2010 incorporate 12 months to 31 December each year. 
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(d) the extent to which historically Corporate Express has been able to retain the benefit of 
cost savings given the quality of operating margins currently being achieved. 
 

122 We also note that our adopted operating EBITDA is broadly consistent with consensus broker 
estimates of $117 million for FY10 EBITDA,19 which generally assume that the full benefits 
of Project nXtgen will not be realised until FY11. 

EBITDA multiple 
123 The selection of the appropriate EBITDA multiple to apply is a matter of judgement but 

normally involves consideration of a number of factors including, but not limited to: 

(a) the stability and quality of earnings 

(b) the quality of the management and the likely continuity of management 

(c) the nature and size of the business 

(d) the spread and financial standing of customers 

(e) the financial structure of the company and gearing level 

(f) the multiples attributed by share market investors to listed companies involved in 
similar activities or exposed to the same broad industry sectors  

(g) the multiples that have been paid in recent acquisitions of businesses involved in similar 
activities or exposed to the same broad industry sectors  

(h) the future prospects of the business including the growth potential of the industry in 
which it is engaged, strength of competitors, barriers to entry, etc 

(i) the cyclical nature of the industry 

(j) expected changes in interest rates 

(k) the asset backing of the underlying business of the company and the quality of the assets  

(l) the extent to which a premium for control is appropriate 

(m) whether the assessment is consistent with historical and prospective earnings. 
 

124 We discuss below specific factors taken into consideration when assessing the appropriate 
EBITDA multiple range for Corporate Express. 

Listed company multiples 
125 The EBITDA multiples for listed companies operating in the office products and supplies 

sector are set out in Appendix C. 

                                                 
19  Source: Bloomberg consensus estimates. 
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126 As the level of operating EBITDA adopted for valuation purposes is broadly consistent with 
the consensus broker forecasts of operating EBITDA in FY10, the multiples below are based 
on average broker forecasts for that financial year: 

Listed company EBITDA multiples  

 

Forecast 
EBITDA 
multiple 

International office supply companies  
Range 7.9 – 9.4 
Simple average 8.6 
Median 8.2 
  
Australasian distribution companies  
Range 5.4 – 8.2 
Simple average 7.0 
Median 7.1 
  

 
127 The above multiples are based on the listed market price of each company’s shares (and 

therefore exclude a premium for control).  Empirical evidence undertaken by LEA indicates 
that the average premium paid above the listed market price in successful takeovers in 
Australia ranges between 30% and 35% (assuming the pre-bid market price does not reflect 
any speculation of the takeover).  This translates to a premium of around 20% to 25% at the 
EBITDA multiple or enterprise value level, although this varies depending on the level of 
debt funding employed in each company. 

128 We note that the listed company multiples applicable to the international companies are 
higher than those of the Australasian companies, consistent with the greater comparative size 
of the markets in which they operate, the related increased scale of operations and the 
generally lower cost of capital. 

Corporate Express trading multiples 
129 We have also had regard to the EBITDA multiples implied from recent share market trading 

in Corporate Express shares.  The following multiples have been calculated based on the 
closing price of Corporate Express shares20 at the relevant reporting dates: 

Corporate Express – historic EBITDA multiples    
 FY06 FY07 FY08 FY09 
Historic EBITDA multiple 10.2 9.8 6.6(1) 7.5 
     
Note: 
1 EBITDA was calculated after adjusting for relocation costs of $6.5 million. 
 

 
 

                                                 
20  We note Corporate Express has historically followed a practice of providing market guidance / update of its 

operating performance in advance of the respective reporting periods.  Furthermore, an analysis of relevant share 
market trading in Corporate Express indicates the closing prices were reasonably representative of trading in 
Corporate Express shares in the respective periods. 
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130 In relation to the above historic multiples we note: 

(a) they are based on share market trading in Corporate Express and therefore reflect a 
portfolio rather than controlling interest in the company 

(b) the multiples reflect a downward trend, consistent with a gradual market re-rating of the 
growth prospects of the company.21 
 

Transaction evidence 
131 As set out in Appendix D there have been a number of transactions in the office supplies and 

services sector.  The majority of transactions involving companies / businesses more closely 
comparable to Corporate Express have been of an international nature.  In addition these 
transactions took place prior to the onset of the GFC.  A summary of the EBITDA multiples 
implied by these transactions (which in most cases reflected the acquisitions of controlling 
interests) is shown below: 

Transaction multiples  
 EBITDA multiples 
 Historical Forecast 
International transactions   
Range 8.5 – 11.4 8.9 – 10.6 
Simple average 10.0 9.4 
Median 10.2 9.1 
   

 

Conclusion on appropriate EBITDA multiple 
132 Based on the above, in our opinion, an EBITDA multiple range of 9.0 to 9.5 is appropriate 

when applied to the level of maintainable operating EBITDA adopted for valuation purposes.  
This range includes a premium for control and reflects in particular: 

(a) the established nature of the business operations and associated strong market position 
held22 

(b) whilst there is scope for further growth in revenues through either continued product 
diversification and/or business acquisitions in the middle-market segment,23 we 
consider this to be relatively limited 

(c) the constraints on growth in earnings from the benefit of further cost savings given the 
competitive nature of the market generally and the operating margins currently being 
generated within the business. 
 

                                                 
21  We consider the higher multiple in FY09 to reflect a partial general market recovery from the significant global falls 

in equity markets in FY08.  
22  The existing market position is effectively supported by the competition restraint provisions of the Majority 

Shareholder Protocol arrangements with Staples, although (in the absence of these provisions) we would not expect 
Staples to operate in competition with a large established subsidiary in which it held a controlling interest. 

23  Returns on acquisitions in the middle-market segment are likely to be lower than achieved by the company 
historically in the large business segment, given the relatively higher acquisition costs involved. 
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Value of business 
133 On this basis the enterprise value of Corporate Express (before debt) is as follows: 

Value of Corporate Express   

 
Low 
$m 

High 
$m 

Operating EBITDA 120 120 
EBITDA multiple 9.0 9.5 
Enterprise value 1,080 1,140 
   

 

Surplus assets 
134 Based on our discussions with Corporate Express management, there are no assets considered 

surplus to the business operations of the company. 

Capital expenditure 
135 We have been advised that commencing FY11 annual capital expenditure is expected to be of 

a sustaining nature, at a level broadly comparable to projected depreciation charges (although 
capital expenditure may be lower than depreciation in the short-term given the large capital 
expenditure incurred on IT and software upgrades, together with office and warehouse 
relocations in the period to FY10).  

Net debt 
136 As at 31 March 2010 Corporate Express had net debt of $150 million. 

137 As the consideration under the Offer is to be made on an “ex-dividend” basis, net debt for 
valuation purposes has also been assessed on this basis (i.e. reflecting the payment of 
$21.1 million in respect of the FY09 final dividend). 

138 Consequently, we have adopted net debt of $171 million for valuation purposes. 

Fully diluted shares on issue 
139 As at 8 April 2010 Corporate Express had 169.2 million shares on issue.  As noted in 

Section III, the majority of options and performance rights that were previously outstanding 
have been exercised subsequent to the announcement of the Offer.  We have assumed the 
remaining options and performance rights will be exercised and have adopted fully diluted 
shares on issue of 169.4 million for valuation purposes.24 

                                                 
24  As the performance rights are exercisable for nil consideration and at 8 April 2010 only 11,000 options remained to 

be exercised, any impact of the related issue of shares on the net debt position of Corporate Express is negligible.   
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Value of Corporate Express 
140 We have assessed the value of 100% of Corporate Express on a controlling interest basis as 

follows: 

Value of 100% of Corporate Express   

 
Low 
$m 

High 
$m 

Enterprise value 1,080 1,140 
Net debt (171) (171) 
Value of 100% of Corporate Express 909 969 
Shares on issue (million) 169.4 169.4 
Value per share (A$) $5.37 $5.72 
   

 

Implied EBIT and PE multiples 
141 The EBIT and PE multiples implied by our assessed value range are shown below: 

Implied multiples     
 FY09 FY09 Maintainable 
 Low High Low  High 
Enterprise value ($m) 1,080.0 1,140.0 1,080.0 1,140.0 
EBIT (pre-significant items) ($m) 91.1 91.1 105.0(1) 105.0(1) 
EBIT multiple 11.9 12.5 10.3 10.9 
     
Value of 100% of equity ($m) 909.0 969.0 909.0 969.0 
PAT (pre-significant items) ($m) 57.2 57.2 65.7(1) 65.7(1) 
PE ratio 15.9 16.9 13.8 14.7 
     
Note: 
1 Maintainable EBIT and profit after tax (PAT) is calculated as follows:  
 $m 

EBITDA adopted for valuation purposes  120.0 
Depreciation (including software amortisation) (15.0) 
EBIT 105.0 
Interest expense(2) (11.1) 
Profit before tax 93.9 
Income tax expense (28.2) 
PAT 65.7 

  
2 Based on net debt adopted for valuation purposes of $171 million and prevailing cost of debt of 6.5% 

per annum. 
     

 
142 In our opinion these multiples are reasonable on a controlling interest basis and reflect the 

established strong market position of the Corporate Express business, tempered by the 
relatively limited prospects for future growth in both revenues and earnings. 
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VII Evaluation of the Offer 

Summary of opinion 
143 LEA has concluded that the Offer is fair and reasonable. 

144 We have formed this opinion for the following reasons. 

Assessment of fairness 
145 Pursuant to RG 111 an offer is “fair” if: 

“The value of the offer price or consideration is equal to or greater than the value of the 
securities the subject of the offer.” 

146 This comparison is shown below: 

Comparison of Offer consideration to value of Corporate Express   

 
Low 

$ per share 
High 

$ per share 
Mid-point 
$ per share 

Value of Offer consideration(1) 5.60 5.60 5.60 
Value of 100% of shares in Corporate Express  5.37 5.72 5.55 
Extent to which the Offer consideration exceeds (or is 
less than) the value of the shares in Corporate Express 0.23 (0.12) 0.05 
    
Note: 
1 Pursuant to the Offer it is proposed that Corporate Express may pay a Proposed Special Dividend of up 

to $0.78 per share, and that in these circumstances the Offer consideration of $5.60 per share will be 
reduced by the amount of the Proposed Special Dividend.  Due to the benefit of Australian franking 
credits (of up to $0.33 per share) attached to the Proposed Special Dividend, the value of the Offer 
consideration to some Australian resident shareholders in Corporate Express may be greater than $5.60 
per share (on a pre-tax basis). 

    
 
147 As the consideration offered by Staples is consistent with our assessed value of 100% of the 

ordinary shares in Corporate Express, in our opinion the Offer is fair. 

Assessment of reasonableness 
148 Pursuant to RG 111, an offer is reasonable if it is fair.  Consequently we have concluded that 

the Offer is both fair and reasonable. 

149 In assessing whether the Offer is reasonable LEA has also considered: 

(a) the extent to which a control premium is being paid to Corporate Express shareholders  

(b) the extent to which a share of the synergies likely to arise upon an acquisition of 
Corporate Express by Staples are being shared with Corporate Express shareholders 

(c) the listed market price of Corporate Express shares both prior to the announcement of 
the Offer and during the Offer period 

(d) the likely market price of Corporate Express shares if the Offer is not successful 

(e) Staples’ current shareholding in Corporate Express 
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(f) the value of Corporate Express to an alternative offeror and the likelihood of an 
alternative offer emerging, either prior to the close of the Offer, or sometime in the 
future 

(g) other risks, advantages and disadvantages. 

These issues are discussed in detail below. 

Extent to which a control premium is being paid 
150 Empirical evidence indicates that average premiums paid in successful takeovers in Australia 

generally range between 30% and 35% above the listed market price of the target company’s 
shares three months prior to the announcement of the bid (assuming no speculation of the 
takeover is reflected in the pre-bid price).  This premium reflects the fact that: 

(a) the owner of 100% of the shares in a company obtains immediate access to all the free 
cash flows of the company being acquired, which it would otherwise be unable to do 

(b) the controlling shareholder can direct the disposal of surplus assets and the 
redeployment of the proceeds 

(c) a controlling shareholder can control the appointment of directors, management policy 
and the strategic direction of the company 

(d) a controlling shareholder is often able to increase the value of the entity being acquired 
through synergies and/or rationalisation savings. 
 

151 We have calculated the premium implied by the Offer of $5.60 per share by reference to the 
market prices of Corporate Express shares prior to the announcement of the Offer. 

152 We note that Corporate Express shareholders (including Staples) are entitled to receive the 
FY09 final dividend of $0.125 per share payable on 14 April 2010 and that the share prices 
prior to the ex-date of 18 March 2010 (including the periods over which we have measured 
the premiums implied by the Offer consideration) traded with an entitlement to this dividend. 

153 Accordingly, to ensure the implied premium is calculated on an appropriate basis we have 
therefore adopted a total consideration of $5.725 per share for implied offer premium 
calculation purposes, determined as follows: 

Total consideration for offer premium calculations  
 $ 
Offer consideration 5.60 
Corporate Express FY09 final dividend 0.125 
Total value to Corporate Express shareholders 5.725 
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154 The implied offer premium relative to Corporate Express share prices prior to 17 March 2010 

is shown below: 

Implied offer premium relative to recent Corporate Express share prices  

 

Corporate 
Express 

share price 
$ 

Implied 
offer 

premium(1) 
% 

Total consideration(2) 5.725  
Closing share price on:   
• 16 March 2010 (the last trading day prior to the Offer announcement) 4.60 24.5 
• 17 February 2010 (1 month prior to the Offer announcement) 4.29 33.4 
• 17 December 2009 (3 months prior to the Offer announcement) 3.95 44.9 
   
Volume weighted average price (VWAP):   
• 1 month to 16 March 2010 4.40 30.1 
• 3 months to 16 March 2010 4.12 38.9 
   
Note: 
1 The implied offer premia differ marginally from those set out in the market announcement of the Offer 

dated 17 March 2010 and the Bidder’s Statement, which are stated on an ex-dividend basis whilst the 
above are stated on a cum-dividend basis.  

2 Including Corporate Express FY09 final dividend of $0.125 per share.  This is appropriate so that both 
the Offer consideration and the share prices are compared on a consistent (cum-dividend) basis.  The 
share prices above included an entitlement to the final dividend for FY09.   

   
 
155 Given the relatively high implied premiums we have concluded that the consideration implies 

an offer premium which is consistent with or above the average premiums paid in successful 
takeovers generally. 

156 In addition, as noted above, Staples has an existing 58.3% interest in Corporate Express, 
together with two representatives on the Corporate Express board.  Staples therefore has a 
significant controlling influence over the operations of Corporate Express.25  In the 
circumstances we would expect that the premium offered relative to the recent pre-bid prices 
of Corporate Express shares would be lower than that normally paid where no significant 
shareholding in the target company existed. 

157 In this regard we note however that should the Offer be successful Staples would effectively 
be released from the competition restraint provisions of the Majority Shareholder Protocol.  
Prima facie therefore Staples would derive additional value from the transaction, for which 
arguably it would be prepared to pay a consideration greater than its assessed value of the 
remaining interest in Corporate Express being acquired.  

158 Having regard to the above, in our opinion, the Offer consideration provides Corporate 
Express shareholders with a premium that exceeds observed premiums generally paid in 
comparable circumstances.  Accordingly, in our opinion, Corporate Express shareholders are 

                                                 
25  As set out in paragraph 68(a) Staples has chosen not to exercise its power to control the Constitution of the 

Corporate Express Board. 
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being compensated for the fact that control of Corporate Express will pass to Staples if the 
Offer is successful.   

Extent to which Corporate Express shareholders are being paid a share of synergies 
159 Staples does not have any Australian operations independent of its existing interest in 

Corporate Express, and has indicated an intention to retain the Corporate Express head office 
subsequent to completion of the Offer.26  Accordingly, Corporate Express management have 
estimated that any synergies associated with the Offer are likely to be confined to cost savings 
resulting from the delisting of Corporate Express from the ASX and related regulatory matters 
no longer required. 

160 Corporate Express management have also indicated that pursuant to the relationship with 
Staples (and its associated buying power) there are improved purchasing opportunities that 
have yet to be fully explored.  However, it is reasonable to assume that the related benefits 
will accrue to Corporate Express shareholders (including Staples) irrespective of the Offer.27 

161 In the circumstances, based on our understanding of the likely nature and quantum of 
potential synergies, in our opinion, the potential synergies arising from the transaction are 
unlikely to be material in the overall context of our assessed value of Corporate Express. 

Recent share prices subsequent to the Offer 
162 Shareholders should note that Corporate Express shares have traded on the ASX in the range 

of $5.55 to $5.71per share since the Offer was announced.  The VWAP for the period was 
$5.59 per share, and on 13 April 2010 Corporate Express shares last traded at $5.58 per share.  
This suggests that the market consensus view is that the Offer is likely to be successful. 

163 We have attributed trading in Corporate Express shares at prices slightly above the Offer price 
of $5.60 per share to reflect situations where the franking credits that will attach to the 
Proposed Special Dividend have had a value placed on them by share purchasers. 

Likelihood of an alternative offer 
164 We have been advised by the Independent Directors of Corporate Express that no formal 

alternative offers have been received subsequent to the announcement of the Offer on 
17 March 2010. 

165 In our opinion, there is no realistic likelihood of a higher offer or superior proposal being 
received prior to the close of the Offer period.  This is because: 

(a) Staples owns 58.3% of Corporate Express shares on issue, which is likely to deter 
alternative offerors 

(b) any alternative offer by another party for 100% of Corporate Express could not succeed 
unless Staples agreed to sell its shareholding 

(c) the Corporate Express business is highly complementary to Staples’ existing businesses 

                                                 
26  Bidder’s Statement section 9.3(d). 
27  We have made allowance (as appropriate) for the future benefits of improved buying arrangements in maintainable 

EBITDA adopted for valuation purposes.  



INDEPENDENT EXPERT’S REPORT

 Corporate Express  Target’s Statement

 
   
 
 
 

 42 

(d) the offer to acquire 100% of the shares in Corporate Express is consistent with Staples’ 
growth objectives. 
 

Likely price of Corporate Express shares if the Offer is unsuccessful 
166 In our opinion, if the Offer is unsuccessful and in the absence of an alternative proposal, it is 

likely (at least in the short-term) that Corporate Express shares will trade at a significant 
discount to our valuation and the Offer consideration of $5.60 per share (consistent with the 
difference between the value of Corporate Express on a portfolio basis and the value on a 
100% controlling interest basis). 

Conclusion 
167 Based upon the above we have concluded that the Offer is fair and reasonable. 

Other matters 
168 The taxation consequences of accepting the Offer depend on the individual circumstances of 

each investor.  Shareholders should read the taxation considerations set out in the Bidder’s 
Statement and Target’s Statement and should consult their own professional adviser if in 
doubt as to the taxation consequences of the Offer. 

169 The ultimate decision whether to accept the Offer should be based on each shareholders’ 
assessment of their own circumstances, including their risk profile, liquidity preference, tax 
position and expectations as to value and future market conditions.  If shareholders are in 
doubt about the action they should take in relation to the Offer or matters dealt with in this 
report, shareholders should seek independent professional advice specific to their 
circumstances. 
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Financial Services Guide 

Lonergan Edwards & Associates Limited 
1 Lonergan Edwards & Associates Limited (ABN 53 095 445 560) (LEA) is a specialist 

valuation firm which provides valuation advice, valuation reports and independent expert 
reports (IER) in relation to takeovers and mergers, commercial litigation, tax and stamp duty 
matters, assessments of economic loss, commercial and regulatory disputes. 

2 LEA holds Australian Financial Services Licence No. 246532. 

Financial Services Guide 
3 The Corporations Act 2001 authorises LEA to provide this Financial Services Guide (FSG) in 

connection with its preparation of an IER to accompany the Target Statement to be sent to 
Corporate Express shareholders in connection with the Offer. 

4 This FSG is designed to assist retail clients in their use of any general financial product advice 
contained in the IER.  This FSG contains information about LEA generally, the financial 
services we are licensed to provide, the remuneration we may receive in connection with the 
preparation of the IER, and if complaints against us ever arise how they will be dealt with. 

Financial services we are licensed to provide 
5 Our Australian Financial Services Licence allows us to provide a broad range of services to 

retail and wholesale clients, including providing financial product advice in relation to various 
financial products such as securities, derivatives, interests in managed investment schemes, 
superannuation products, debentures, stocks and bonds. 

General financial product advice 
6 The IER contains only general financial product advice.  It was prepared without taking into 

account your personal objectives, financial situation or needs. 

7 You should consider your own objectives, financial situation and needs when assessing the 
suitability of the IER to your situation.  You may wish to obtain personal financial product 
advice from the holder of an Australian Financial Services Licence to assist you in this 
assessment. 

Fees, commissions and other benefits we may receive 
8 LEA charges fees to produce reports, including this IER.  These fees are negotiated and 

agreed with the entity who engages LEA to provide a report.  Fees are charged on an hourly 
basis or as a fixed amount depending on the terms of the agreement with the entity who 
engages us.  In the preparation of this IER our fees are based on a time cost basis using agreed 
hourly rates. 

9 Neither LEA nor its directors and officers receives any commissions or other benefits, except 
for the fees for services referred to above. 



INDEPENDENT EXPERT’S REPORT

 Corporate Express  Target’s Statement

 
   
 

Appendix A 
 

 44 

10 All of our employees receive a salary.  Our employees are eligible for bonuses based on 
overall performance and the firm’s profitability, and do not receive any commissions or other 
benefits arising directly from services provided to our clients.  The remuneration paid to our 
directors reflects their individual contribution to the company and covers all aspects of 
performance.  Our directors do not receive any commissions or other benefits arising directly 
from services provided to our clients. 

11 We do not pay commissions or provide other benefits to other parties for referring prospective 
clients to us. 

Complaints 
12 If you have a complaint, please raise it with us first, using the contact details listed below.  

We will endeavour to satisfactorily resolve your complaint in a timely manner.  

13 If we are not able to resolve your complaint to your satisfaction within 45 days of your 
written notification, you are entitled to have your matter referred to the Financial Ombudsman 
Services Limited (FOS), an external complaints resolution service.  You will not be charged 
for using the FOS service. 

Contact details 
14 LEA can be contacted by sending a letter to the following address: 

Level 27 
363 George Street 
Sydney  NSW  2000 
(or GPO Box 1640, Sydney  NSW  2001) 
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Qualifications, declarations and consents 

Qualifications 
1 LEA is a licensed investment adviser under the Corporations Act.  LEA’s authorised 

representatives have extensive experience in the field of corporate finance, particularly in 
relation to the valuation of shares and businesses and have prepared more than 100 
independent expert’s reports to shareholders. 

2 This report was prepared by Mr Martin Hall and Mr Martin Holt, who are each authorised 
representatives of LEA.  Both Mr Hall and Mr Holt have over 20 years experience in the 
provision of valuation advice.  

Declarations 
3 This report has been prepared at the request of the Independent Directors of Corporate 

Express to accompany the Target Statement to be sent to Corporate Express shareholders.  It 
is not intended that this report should serve any purpose other than as an expression of our 
opinion as to whether or not the Offer is fair and reasonable to the shareholders of Corporate 
Express. 

Interests 
4 At the date of this report, neither LEA, Mr Hall nor Mr Holt have any interest in the outcome 

of the Offer.  LEA is entitled to receive a fee capped at $200,000 plus GST for the preparation 
of this report.  With the exception of the above fee, LEA will not receive any other benefits, 
either directly or indirectly, for or in connection with the preparation of this report. 

5 Other than advice in relation to the valuation of executive options for financial reporting 
purposes LEA has had no prior business or professional relationship with Corporate Express 
or Staples prior to the preparation of this report. 

Indemnification 
6 As a condition of LEA’s agreement to prepare this report, Corporate Express agrees to 

indemnify LEA in relation to any claim arising from or in connection with its reliance on 
information or documentation provided by or on behalf of Corporate Express which is false or 
misleading or omits material particulars or arising from any failure to supply relevant 
documents or information. 

Consents 
7 LEA consents to the inclusion of this report in the form and context in which it is included in 

Corporate Express’ Target Statement. 
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Listed company multiples 
 
1 Companies operating in the Australian office products and supplies industry are set out in 

Section IV.  Excluding Corporate Express the other industry participants are either 
subsidiaries of overseas companies (e.g. OfficeMax and Lyreco), private companies (e.g. 
Office National and Office Choice), or in the case of Officeworks, which is focused on retail 
and the small business market, a division of Coles Group (Wesfarmers Limited).  In 
considering earnings multiples appropriate to Corporate Express we have therefore had regard 
to the companies involved in the international office products and supplies markets.  As a 
result of acquisitions (and some companies remaining private) the international companies are 
all listed in the US. 

2 There are a number of ASX listed distribution companies that have some similar 
characteristics to Corporate Express, i.e. strong national distribution capabilities and 
significant market shares.  Some of these companies are exposed to distribution agreements, 
where the loss or termination of these agreements poses a significant risk.  There are also 
ASX listed companies that have divisions that operate in the same sectors as Corporate 
Express, but are not in our opinion what we would consider truly comparable.  Whilst we 
have had regard to the multiples of these companies we have placed more reliance on the 
trading multiples of the international office products and supplies companies. 

3 The implied EBITDA, EBIT and profit after tax (PE) multiples for these companies based on 
share market trading are set out below.  These multiples provide some guidance as to the 
value of the equity in Corporate Express.   
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Listed company multiples(1)   
  EBITDA Multiple(3)(4) EBIT Multiple(3)(4) P/E Multiple(3)(4) 

 
EV(2) 
A$m 

Historical 
x 

Forecast 
x 

Historical 
x 

Forecast 
x 

Historical 
x 

Forecast 
x 

Corporate Express(5) 919.8  8.5  7.9  10.1  9.4  13.5  12.6  
        
International office supply companies 
Staples  20,348.6  9.2  8.2  12.6  10.8  21.6  17.8  
Office Depot  3,172.8       n/m(6) 9.4       n/m(6)       n/m(6)       n/m(6)       n/m(6)  
OfficeMax  2,304.1  11.6  9.1       n/m(6) 18.7       n/m(6)       n/m(6) 
United Stationers  2,035.9  7.9  8.2  9.6  9.8  13.8  13.6  
ACCO Brands  1,320.8  8.6  7.9 11.9  11.1       n/m(6)  12.4  
Mean  9.3 8.6 11.4 12.6 17.7 14.6 
Median  8.9 8.2 11.9 10.9 17.7 13.6 
        
Australasian distribution companies(7) 
Metcash  3,651.6  8.7  8.1  9.6  9.1  13.5  13.3  
The Warehouse Group(8) 1,010.7  7.6  7.2  10.2  9.5  13.7  13.2  
Crane Group 835.8 6.9 8.2 9.6 12.1 15.1 18.5 
Salmat  835.0  7.7  7.1  11.4  9.8  17.4  12.2  
GUD Holdings 617.7 8.7 7.8 10.2 9.0 14.4 12.7 
Alesco Corp  433.7  7.7  6.3  14.6  9.3       n/m(6) 9.5  
Breville Group 276.1 8.2 5.9 10.2 6.9 16.1 10.0 
Coventry Group  90.7  9.3  5.4  15.5  7.2       n/m(6) 10.4  
Provet Holdings  68.7  6.2        n/a 7.5        n/a  11.0        7.8  
Mean  7.9 7.0 11.0 9.1 14.5 12.0 
Median  7.7 7.1 10.2 9.2 14.4 12.2 
        
Note: 
1 Multiples and enterprise value calculated as at 1 April 2010. 
2 Enterprise value includes net debt (interest bearing liabilities less non-restricted cash). 
3 Historical earnings are based on the most recent 12 month period calculated from publicly available historical interim and full 

year accounts and exclude non-recurring items. 
4 Forecast earnings are based on Bloomberg broker average forecasts calendarised consistent with the historical period. 
5 Corporate Express multiples are calculated adopting the closing price of $4.60 on 16 March 2010 (being the day prior to the 

announcement of the Staples Offer). 
6 Represents historical or forecast earnings at a loss or at a level that provides a multiple that is not meaningful. 
7 Refer paragraph 2 of Appendix C. 
8 We have included The Warehouse Group given its significant stationery operations. 
Source: Bloomberg, latest full year statutory accounts, latest interim accounts, company announcements, LEA analysis. 
n/a - not available.  n/m - not meaningful. 
        

 

International office supply companies 

Staples Inc  
4 Staples is the world’s largest office products company.  It offers a wide range of office 

products and services, including office supplies, electronics, technology and office furniture 
as well as business services, including computer repair and copying and printing.  Staples 
operates in 25 countries throughout North and South America, Europe, Asia and Australia 
serving businesses of all sizes and consumers and has 91,000 associates worldwide.  Staples 
pioneered the office superstore concept in 1986 and today ranks second worldwide in 
e-commerce sales.  The company is headquartered outside Boston, Massachusetts, USA. 
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Office Depot Inc 
5 Office Depot provides office supplies, technology products, furniture and other related office 

services through 1,584 worldwide retail stores, a dedicated sales force, catalogues and 
e-commerce operations.  In FY09 the company had annual sales of approximately 
US$12.1 billion, split 42% retail (North America), 29% wholesale and the remainder 
international (which incorporates both retail, wholesale, internet and licensing).  Office Depot 
employs approximately 41,000 staff and currently sells to customers directly or through 
affiliates in 51 countries around the world.   

OfficeMax Inc 
6 OfficeMax (formerly Boise Cascade Corporation) provides office supplies and paper, print 

and document services, technology products and solutions and furniture to large, medium and 
small businesses and consumers in the United States, Canada, Australia, New Zealand and 
Mexico.  OfficeMax customers are served by more than 35,000 associates through direct 
sales, catalogues, the Internet and 900 retail stores.  The company’s segments include 
OfficeMax, Contract (corporate sales) and OfficeMax Retail. 

United Stationers Inc 
7 United Stationers is a wholesale distributor of business supplies including technology 

products, traditional office products, office furniture, janitorial supplies, and industrial 
supplies.  The company operates a network of 64 distribution centres and serves 
approximately 25,000 reseller customers.  It offers around 100,000 products and private 
brands account for about 14% of total sales. 

ACCO Brands Corporation  
8 ACCO Brands is one of the world’s largest producers of office products, with its brands 

marketed in over 100 countries.  The company operates under three primary product groups: 
office products, commercial products and computer products.  ACCO Brands designs and 
manufactures a variety of traditional and computer-related office products, supplies, personal 
computer accessory products, paper-based time management products, presentation aids and 
label products.   

Australasian distribution companies 

Metcash Limited 
9 Metcash is a marketing and distribution company operating in the Australian and NZ food and 

liquor and other fast moving consumer goods categories.  It operates three business units:  
IGA Distribution, servicing over 2,500 independent grocery stores, Campbells Wholesale, a 
network of 55 stores across Australia, and Australian Liquor Marketers which services over 
13,000 licensed premises. 

The Warehouse Group Limited 
10 The Warehouse Group is one of New Zealand’s largest retailers, providing a wide range of 

goods including general merchandise, apparel, stationery, entertainment and technology, 
music, sporting, gardening and grocery.  The company operates 86 Warehouse stores and 46 
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Warehouse Stationery stores in New Zealand.  It exited the Australian market with the sale of 
its underperforming discount stores to Australian Discount Retail in November 2005. 

Crane Group Limited 
11 Crane Group is an Australasian building and industrial products company with operations in 

three divisions: Pipelines, Tradelink and Industrial Products.  The Pipelines division 
manufactures and distributes plastic pipeline systems; the Tradelink business operates 220 
plumbing distribution outlets in Australia and Industrial Products sources and distributes 
copper, copper alloy, aluminium and stainless steel products.   

Salmat Limited 
12 Salmat provides consumers with communication solutions through its three business sections, 

Target Media Solutions, Business Processing Outsourcing and Customer Contact Solutions.  
The company operates one of the largest SMS bureaus in the country, delivers approximately 
60% of business to consumer communication in Australia and handles 25% of outsourced 
phone calls in Australia. 

GUD Holdings Limited 
13 GUD Holdings is an Australasian product marketing company operating in four business 

segments including consumer products, automotive products, water products and security 
products.  Brands include Sunbeam, Oates, Ryco Filters, Wesfil, Goss, Davey, Lock Focus, 
Locktech and Kiroo.  

Alesco Corporation Limited  
14 Alesco Corporation is a wholesale distribution company that provides industrial trade 

customers with branded products and services in the new housing, renovations, commercial 
buildings and infrastructure market across Australia and New Zealand.  The company has 150 
branches and trade outlets and 12 manufacturing sites covering the construction and mining, 
functional and decorative products, garage doors and openers and water products and services 
markets.  

Breville Group Limited 
15 Breville Group is a global electrical consumer products provider, operating throughout 

Australia, the United States of America, Canada, New Zealand and Hong Kong.  Breville 
focuses on the development, marketing and distribution of small electrical appliances and 
homewares, with brands included Breville, Kambrook, Ronson, Goldair and Philips. 

Coventry Group Limited 
16 Coventry Group’s operations include distribution of industrial products, automotive parts and 

accessories and manufacture of automotive and industrial gaskets.  The company has a 
network of 107 branches throughout Australia and New Zealand and employs over 1,600 
people. 

Provet Holdings Limited 
17 Provet Holdings Ltd is Australasia’s leading veterinary distributor, supplying over 12,500 

product lines to the veterinary industry.  It also supplies the industry with software and 
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provides consultancy and training services.  Provet Holdings has nine warehouses across 
Australia and three in New Zealand. 
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Valuation evidence from recent transactions 
 
1 There have been a number of transactions involving companies in the Australian and 

international office supplies and services markets, as well as companies involved in 
distribution in a wide array of industries.  These transactions provide some guidance as to the 
prices that potential acquirers might be willing to pay for 100% of the shares in Corporate 
Express.  

2 In some cases, the businesses acquired are not directly comparable to Corporate Express.  
However, the common link is distribution of split case supplies to a wide customer base.  
While these multiples are indicative, less reliance is placed on these multiples than the other 
more comparable transactions.     

Transaction multiples       
    EBITDA multiples(2) EBIT multiples(2) 

Announcement  EV(1) Historical Forecast(3) Historical Forecast(3) 
Date Target Acquirer HC$m x x x x 
Australian Transactions       
27 Nov 09 Mitre 10 Metcash  A$167  6.6 5.6  8.4 6.8  
25 Aug 09 Danks  Woolworths  A$84  5.9   n/a 7.3   n/a 
01 Oct 05 Pickfords Record Mgmt.  Iron Mountain  A$115  10.0   n/a  n/a  n/a 
01 Oct 05 Ausdoc Information Mgmt.  Brambles Industries  A$260  11.0   n/a 16.3   n/a 
01 Nov 04 Tech Pacific  Ingram Micro  A$730  11.6  9.7  13.6  11.5  
Mean     9.0  7.7  11.4  9.2 
Median     10.0  7.7  11.0  9.2 
        
International Transactions       
13 May 08 Corporate Express NV  Staples  €2,950  10.6 9.3 15.8 13.1 
19 Jun 07 HD Supply PE Consortium  US$8,300  8.5   n/a 10.5   n/a 
29 Aug 06 Anvord Tybring-Gjedde Buhrmann €271 10.6(4) 9.0(4) n/a n/a 
09 Jan 06 Hughes Supply  Home Depot  US$3,510  11.4  n/a 12.8  n/a 
01 Aug 05 General Binding Corp. Acco Brands   US$728  10.2  10.6  13.5  14.3  
01 Dec 04 Rexel SA  PE Consortium  US$3,700  10.2 8.9  12.6  10.5  
17 May 04 NEBS  Deluxe  US$733  8.9   n/a 14.0   n/a 
01 Jul 03 OfficeMax  Boise Cascade  US$1,300  11.1  8.9  n/m 21.4  
8 Apr 03 Guilbert Contracting Office Depot €815 9.9 n/a n/a n/a 
09 Jul 02 Medical Arts Press  Staples  US$383  8.5   n/a  n/a  n/a 
Mean     10.0 9.4  13.2 14.8  
Median     10.2  9.1  13.2  13.7 
        
Note: 
1 Enterprise value is calculated on a 100% basis and includes the value of 100% equity implied by the transaction offer price, net interest 

bearing debt and excludes surplus assets. 
2 EBITDA and EBIT exclude income from surplus assets and non-recurring items (where applicable). 
3 Forecast EBIT and EBITDA data is taken from broker reports in the absence of company financial forecasts. 
4 Based on consensus forecasts for the years to 31 December 2006 and 2007 as historical results were prior to a material merger.   
Source: LEA analysis, ASX announcements, broker reports, Bloomberg and company annual reports. 
n/a – not available. n/m – not meaningful. 
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3  

Australian transaction descriptions 

Mitre 10 Australia Ltd / Metcash Ltd 
4 Mitre 10 is the second largest participant in the Australian hardware market.  The group 

supports 450 independent Mitre 10 and True Value hardware stores to which it licenses its 
brands, as well as providing collective marketing, promotion, store layout support and 
distribution services to these storeowners.  It also uses its warehouse and distribution function 
to supply other independent hardware retailers.   

5 Pursuant to a recent scheme of arrangement Metcash purchased 50.1% of Mitre 10, as well as 
an option to purchase the remaining 49.9%.  An amount equal to the price paid for the 50.1% 
interest was also forwarded to Mitre 10 as a non-interest bearing loan, which will form the 
bulk of the consideration for the 49.9% stake.   

Danks Ltd / Woolworths Ltd 
6 Danks is a wholesale distributor of hardware products and related services to 1,400 

independently owned and operated hardware retailers, including Danks member stores and 
other non-affiliated stores.  Danks owns the Home Timber and Hardware, Thrifty-Link 
Hardware and Plants Plus Garden Centres brands (which it licenses to member stores for a 
fee) in addition to supplying them with marketing, promotional and retail support.   

7 A joint venture between Woolworths and the US hardware giant Lowes (who collectively 
have plans to develop a network of big box hardware stores) recently proceeded to 
compulsorily acquire the remaining minority shareholders following an agreed takeover offer 
for Danks announced in August 2009.    

Pickfords Record Management / Iron Mountain Inc 
8 Pickfords Record Management is a leading Australian and New Zealand records management 

company with more than 3,000 customers and 30 facilities located in all the major capital 
cities in both countries.  Services offered include records storage and management, secure 
shredding, imaging and business process outsourcing.  Prior to the acquisition Pickfords 
Record Management was a private business.   

9 Iron Mountain stated that it strategically acquired Pickfords Record Management to provide a 
global offering of its products, to expand its product range into Australia and to expand its 
secure shredding business geographically. 

Ausdoc Information Management / Brambles Industries Ltd 
10 Ausdoc provides information and records management services in all major regions of 

Australia, as well as selected markets in Canada and Indonesia.  The company provides offsite 
archive services, data security services and other data storage and management services.  At 
the time of the acquisition the transaction was expected to yield significant synergies for 
Brambles Industries from merging it with its Recall business, which has similar operations. 
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Tech Pacific Ltd / Ingram Micro Inc 
11 Tech Pacific is the leading IT distributor in Australia, New Zealand, India and Malaysia, the 

second largest distributor in Singapore and Hong Kong and a significant operator in Thailand.  
At the date of acquisition, Tech Pacific Limited had revenue of A$3.1 billion, operated 15 
distribution centres and serviced 25,000 resellers and had grown EBITDA 23% year-on-year.  
Ingram Micro stated that it acquired the business to expand its presence in the Asian region. 

International transaction descriptions 

Corporate Express NV / Staples Inc 
12 Corporate Express NV was one of the leading suppliers of office products to businesses and 

institutions.  The company had a global distribution network spaning North America, Europe 
and Australia (Corporate Express) with more than 350 locations in 21 countries and sales of 
€5.6 billion.  Products distributed included general office supplies as well as copiers, fax 
machines, office furniture, computer software and promotional material.  Staples acquired 
Corporate Express NV in July 2008 via a tender offer for all the outstanding capital stock of 
the company.   

HD Supply (from Home Depot) / Private Equity Consortium 
13 HD Supply is a leading North American diversified hardware distribution company that 

supplies and provides other services to contractors, builders, maintenance professionals, 
government and industrial businesses.  The company was a subsidiary of Home Depot (the 
world’s largest hardware retailer) and was sold so that its parent could focus its attention on 
the retail market.  The sales price of US$8.5 billion was reduced from the original offer price 
of US$10.3 billion due to a downturn in the US building industry.  The private equity 
consortium comprised Bain Capital, Carlyle Group and Clayton Dubilier & Rice. 

Anvord Tybring Gjedde ASA / Buhrmann NV 
14 Following its merger of Anvord and C.Tybring-Gjedde in August 2005, Anvord Tybring 

Gjedde became the largest office products group in the Nordic region.  The company provides 
a wide range of office and computer supplies, facility products, school materials and 
document and print management. 

15 The transaction was announced late August 2006, however due to the merger of the two 
companies that formed Anvord Tybring Gjedde in 2005, the historical multiple implied by the 
transaction is not meaningful.  Accordingly, the consensus forecasts for 2006 and 2007 have 
been adopted to derive the transaction multiples shown above.  Buhrmann was expected to 
extract synergies from the acquisition from the combination of the business with is existing 
Nordic operations. 

Hughes Supply Inc / Home Depot Inc 
16 Hughes Supply is a leading distributor of construction, repair and maintenance products to 

business customers including home builders, professional contractors, municipalities and 
maintenance professionals.  Home Depot acquired Hughes Supply with an intention to merge 
the business with its own HD Supply to gain economies of scale between these two similar 
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sized entities.  At the time of the acquisition the company had just upgraded earnings on the 
back of growth in EBITDA in the order of 25%. 

General Binding Corporation / ACCO Brands Inc 
17 General Binding Corporation designs, manufactures and distributes branded office equipment, 

related office supplies and services (e.g. maintenance and repair) and laminating equipment 
and films.   

18 In 2005, Fortune Brands Inc and General Binding Corporation entered into a transaction 
agreement whereby ACCO Brands was to be separated from Fortune Brands in a spin-off and 
merged with General Binding Corporation.  In effect General Binding Corporation was taken 
over by ACCO Brands.   

Rexel SA / Private Equity Consortium 
19 Rexel is the world’s largest electrical distributor to professional installers of electrical 

equipment.  At the date of acquisition Rexel operated in 29 countries, through 1,700 branches 
and has an estimated market share of some 7% of the highly fragmented global market.  The 
company principally serves three large markets, including industry, commercial and 
residential markets.  Rexel was acquired by a private equity consortium that included Clayton, 
Dubilier & Rice, Euraeo and Merrill Private Equity. 

New England Business Service / Deluxe 
20 New England Business Service (NEBS) supplies business products and services including 

cheques, forms, packaging supplies, embossed foil seals and other printed material.  Products 
and services are marketed through direct mail, telesales, a direct sales force, dealers, dedicated 
distributors and the internet to over 3.1 million small business customers in the US, Canada, 
UK and France.  The company also designs and sells specialty apparel products through 
distributors and independent sales representatives.  Deluxe acquired NEBS with the intention 
to realise cost synergies and market its products through the established NEBS network. 

OfficeMax Inc / Boise Cascade Corporation 
21 OfficeMax operated a chain of 970 high volume office products superstores in the US, Puerto 

Rico, the Virgin Islands and Mexico.  In addition to office products, business machines and 
related items the superstores also feature in store modules, CopyMax for print services and 
FurnitureMax for office furniture.    

22 Boise Cascade, which operates in office products, paper and building materials segments, 
acquired OfficeMax on friendly terms for cash via a merger agreement.  The merger was 
expected to provide significant synergies post the transaction. 

Guilbert Contracting / Office Depot Inc 
23 The Guilbert Contract sales business of Pinault-Printemps-Redoute Group operates in nine 

European countries, with market leading positions in France and the UK and the number two 
position in Germany.  The company focused on larger customers in the office supplies 
segment which was likely to be complimentary to Office Depot’s existing European 
operations which tend to focus on the small to medium sized customers.  The acquisition 
doubled the size of Office Depot’s European business. 
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Medical Arts Press / Staples Inc 
24 Medical Arts Press is a leading marketer of specialised printed office products and practise 

related supplies to healthcare practises in the US healthcare office supplies market.  Staples 
acquired Medical Arts Press with an intention to sell its traditional office product offerings to 
its customer base. 
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10.1 GLOSSARY

The meanings of the terms used in this Target’s Statement are set out below.

TERM MEANING

All Ordinaries Index the Index by that name made up by the weighted share prices of the 500 largest 
Australia companies listed on ASX. 

Announcement the announcement of the Offer on the ASX. 

Announcement Date the date of announcement of the Offer. 

ASIC Australian Securities and Investments Commission.

ASX ASX Limited (ACN 008 624 691) or the securities market which it operates, as the 
context requires.

ASX Listing Rules the Listing Rules of ASX as amended or varied from time to time. 

ATO Australian Tax Offi ce.

Bidder’s Statement the bidder’s statement of Staples Australia dated 19 March 2010. 

Board or Directors the board of directors of Corporate Express.

CGT capital gains tax.

Conditions the conditions of the Offer as described in detail in Section 12.8 of the Bidder’s Statement 
and summarised in Section 5.3 of this Target’s Statement. 

Corporate Express Corporate Express Australia Limited (ACN 94 000 728 398).

Corporations Act the Corporations Act 2001 (Cth) (as modifi ed or varied by ASIC).

DESP the Corporate Express Deferred Employee Share Plan. 

EBITDA earnings before interest, tax, depreciation and amortisation.

EESP the Corporate Express Exempt Employee Share Plan.

FIRB Condition the condition in Section 12.8(a) of the Bidder’s Statement. 

IBC the Independent Board Committee established by the Board for the purposes of considering 
and responding to the Offer. 

Independent Expert Lonergan Edwards & Associates Limited. 

Independent Expert’s Report the report of the Independent Expert included in Section 9 of this Target’s Statement. 

Independent Directors those Directors who are not associated with Staples, namely Dr Pollard, Mr Hitchcock, 
Ms Gillies, Mr Larkin, Mr Logan and Mr Randall.

Iress Iress Market Technology Limited.

LTIP the Corporate Express Long Term Incentive Plan, formerly known as the 
Executive Option Plan.

Offer the offer by Staples Australia for the Shares, which offer is contained in the Bidder’s 
Statement.

Offer Period the period during which the Offer will remain open for acceptance in accordance with 
the Bidder’s Statement.

Offer Price the offer consideration payable for a Share under the Offer, being $5.60 per Share.

Options the options to subscribe for Shares and Performance Share Rights under the LTIP.
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TERM MEANING

Ordinary Dividend the dividend of 12.5 cents per Share announced by Corporate Express on 2 March 2010 and 
paid on 14 April 2010. 

Performance Share Rights the zero priced Options issued under the LTIP.

Rights All accreditations, rights or benefi ts of whatever kind attaching or arising from Shares 
directly or indirectly at or after the Announcement Date (including, but not limited to, all 
dividends and all rights to receive them or rights to receive or subscribe for shares, notes, 
bonds, options or other securities declared paid or issued by Corporate Express or any of its 
Subsidiaries, other than the Ordinary Dividend). 

Shareholders or Corporate 
Express Shareholders

the holder of a Share.

Special Dividend a fully franked special dividend of up to 78 cents per Share, subject to a favourable ruling 
from the ATO and Shareholder approval in respect of the fi nancial assistance, to be declared 
by Corporate Express and to become payable if the Offer becomes unconditional. The Offer 
Price will be reduced by the amount of the Special Dividend. 

Special Dividend Record Date the time and date for determining which Shareholders are entitled to the Special Dividend.

Staples Staples, Inc. 

Staples Australia Staples Australia Pty Ltd (ACN 142 352 501).

Staples Group Staples and its Subsidiaries. 

Subsidiaries has the meaning given to that term in the Corporations Act.

Target’s Statement this document, being the statement of Corporate Express issued under Part 6.5 Division 3 
of the Corporations Act.

10.2 INTERPRETATION

In this Target’s Statement:

Other words and phrases not included in the Glossary have the same meaning (if any) given to them in the (1) 
Corporations Act.

Words of any gender include all genders.(2) 

Words importing the singular include the plural and vice versa.(3) 

An expression importing a person includes any company, partnership, joint venture, association, corporation or other (4) 
body corporate and vice versa.

A reference to a section, clause, attachment and schedule is a reference to a section of, clause of and an attachment (5) 
and schedule to this Target’s Statement as relevant.

A reference to any legislation includes all delegated legislation made under it and amendments, consolidations, (6) 
replacements or re-enactments of any of them.

Headings and bold type are for convenience only and do not affect the interpretation of this Target’s Statement.(7) 

A reference to time is a reference to Sydney time.(8) 

A reference to dollars, $, A$, AUD, cents, ¢ and currency is a reference to the lawful currency of the Commonwealth (9) 
of Australia.
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