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forWard-looKinG statements and supplemental 
information on non-ifrs measures
The following is the quarterly financial report and management’s discussion and analysis (“MD&A”)  
of the operating results and financial position of Cascades Inc. (“Cascades” or “the Corporation”) and 
should be read in conjunction with the Corporation’s unaudited condensed interim financial statements 
and accompanying notes for the three-month and six-month periods ended June 30, 2012 and 2011. 
Information contained herein includes any significant developments as at August 8, 2012, the date on 
which the MD&A was approved by the Corporation’s Board of Directors. For additional information, readers 
are referred to the Corporation’s Annual Information Form (“AIF”), which is published separately. Additional 
information relating to the Corporation is also available on SEDAR at www.sedar.com.

This MD&A is intended to provide readers with the information that management believes is required 
to gain an understanding of Cascades’ current results and to assess the Corporation’s future prospects. 
Accordingly, certain statements herein, including statements regarding future results and performance, 
are forward-looking statements within the meaning of securities legislation based on current expectations.  
The accuracy of such statements is subject to a number of risks, uncertainties and assumptions that 
may cause actual results to differ materially from those projected, including, but not limited to, the effect 
of general economic conditions, decreases in demand for the Corporation’s products, the prices and 
availability of raw materials, changes in the relative values of certain currencies, fluctuations in selling 
prices and adverse changes in general market and industry conditions. This MD&A also includes price 
indices, as well as variance and sensitivity analyses that are intended to provide the reader with a better 
understanding of the trends related to our business activities. These items are based on the best estimates 
available to the Corporation.

The financial information contained herein, including tabular amounts, is expressed in Canadian dollars 
unless otherwise specified, and is prepared in accordance with International Financial Reporting Standards 
(IFRS). Unless otherwise indicated or if required by the context, the terms “we,” “our” and “us” refer to 
Cascades Inc. and all of its subsidiaries and joint ventures. The financial information included in this analysis 
also contains certain data that are not measures of performance under IFRS (“non-IFRS measures”). For 
example, the Corporation uses operating income before depreciation and amortization or operating income 
before depreciation and amortization excluding specific items (OIBD or OIBD excluding specific items) 

because it is the measure used by management to assess the operating and financial performance of the 
Corporation’s operating segments. Moreover, we believe that OIBD is a measure often used by investors 
to assess a Corporation’s operating performance and its ability to meet debt service requirements. OIBD 
has limitations as an analytical tool, and you should not consider this item in isolation, or as a substitute 
for an analysis of our results as reported under IFRS. These limitations include the following:

 • OIBD excludes certain income tax payments that may represent a reduction in cash available to us.
 • OIBD does not reflect our cash expenditures, or future requirements, for capital expenditures  

or contractual commitments.
 • OIBD does not reflect changes in, or cash requirements for, our working capital needs.
 • OIBD does not reflect the significant interest expense, or the cash requirements necessary to service 

interest or principal payments on our debt. 
 • Although depreciation and amortization expenses are non-cash charges, the assets being depreciated 

and amortized will often have to be replaced in the future, and OIBD does not reflect any cash 
requirements for such replacements.

 • The specific items excluded from OIBD, operating income, net earnings (loss) and cash flow from 
operation include mainly charges for impairment of assets, charges for facility or machine closures, debt 
restructuring charges, gain or loss on sale of business units, accelerated depreciation and amortization 
due to restructuring measures and unrealized gain or loss on financial instruments that do not qualify for 
hedge accounting. Although we consider these items to be non-recurring and less relevant to evaluating 
our performance, some of these items will continue to take place and will reduce the cash available to us.

Because of these limitations, OIBD should not be used as a substitute for net earnings or cash flows from 
operating activities as determined in accordance with IFRS, nor is it necessarily indicative of whether or not 
cash flow will be sufficient to fund our cash requirements. In addition, our definitions of OIBD may differ 
from those of other companies. Any such modification or reformulation may be significant. A reconciliation 
of OIBD to net earnings (loss) from continuing operations and to net cash provided by (used in) operating 
activities, which we believe to be the closest IFRS performance and liquidity measures to OIBD, is set forth 
in the “Supplemental Information on Non-IFRS Measures” section.
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to our sHareHolders
CasCades reports seCond Quarter results  

Financial highlights
 ●  Sales of $944 million (compared to $891 million in Q1 2012 (+6%) and 

$991 million in Q2 2011 (-5%))
 ● Excluding specific items

 •  EBITDA of $84 million (compared to $72 million in Q1 2012 (+17%) and 
$62 million in Q2 2011 (+35%))

 •  Net earnings per share of $0.08 (compared to net earnings of $0.04  
in Q1 2012 and a net loss of $0.09 in Q2 2011)

 ● Including specific items
 •  EBITDA of $77 million (compared to $75 million in Q1 2012 (+3%)  

and $68 million in Q2-2011 (+13%))
 •  Net earnings per share of $0.08 (compared to $0.06 in Q1 2012 and 

$1.27 in Q2 2011)
 ● Net debt of $1,585 million (compared to $1,524 million as at March 31, 

2012), including $134 million of non-recourse debt

strategic initiatives
 ● Consolidation of our corrugated products sector in Ontario with the 

integration of the operations of Bird Packaging Limited and concurrent 
investments totaling $30 million in Vaughan, Etobicoke, St. Marys and 
Belleville

 ● Agreement allowing for the continuation of operations at the Trenton 
containerboard mill

 ● Important equipment upgrades to be undertaken this summer at  
Cascades’ mill in La Rochette and at Reno de Medici’s mill in Villa Santa 
Lucia in Europe.

 ● Greenpac project machine installation proceeding as planned with 
expected start-up in July 2013

Financial summary
Selected consolidated information (in millions of Canadian dollars, except amounts per share) (unaudited) Q2 2012 Q2 2011 Q1 2012

Sales 944 991 891

Excluding specific items1

 Operating income before depreciation and amortization (OIBD or EBITDA) 84 62 72

 Operating income 37 15 26

 Net earnings (loss) 7 (9) 4

 per common share $0.08 $(0.09) $0.04 

 Cash flow from continuing operations (adjusted) 40 17 48

As reported

Operating income before depreciation and amortization (OIBD or EBITDA) 77 68 75

Operating income 29 21 29

Net earnings 7 122 6

 per common share $0.08 $1.27 $0.06 

Cash flow from continuing operations (adjusted) 37 16 48

Note 1 - see the supplemental information on non-IFRS measures.

As a result of higher volumes, lower energy costs and a weaker Canadian dollar, 
our profitability improved again sequentially during the second quarter of 2012. 
Most importantly, these results highlight that our strategy focused on two core 
sectors, Tissue Papers and Packaging, is working to our advantage in a soft 
economic environment. Our Tissue Papers Group posted good results and our 
Specialty Products Group performed according to expectations. These two sectors 
accounted for most of the gain. As well, we are working to resolve operational 
issues in our Containerboard manufacturing operations to bring them back to 
expected productivity levels. This will be particularly important as the state of 
the containerboard market is finally allowing for more favorable conditions for 

producers. In Europe, the economic situation had a negative impact on the 
demand for our products in the first semester but order flows and backlogs 
suggest a return to more acceptable levels.

alain lemaire  
President and Chief Executive Officer
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tHe Business enVironment  
in tHe second Quarter oF 2012
exchange rates and energy costs
Cascades’ results are impacted by the U.S. dollar and Euro fluctuations 
against the Canadian dollar, as well as by energy prices. 

In the second quarter of 2012, the Canadian currency weaken slightly against 
the US dollar averaging 4% less than during the same quarter of last year and 
1% compared the first quarter of 2012. Against the Euro, our currency gained 
8% compared to Q2 2011 and 1% compared to Q1 2012. 

As for energy costs, natural gas spot prices continued to slide for a fourth consecutive quarter decreasing by 19% during the second quarter of the current 
year and averaging 49% less than during the second quarter of 2011. The price of crude oil remained stable during the second quarter compared to the 
previous quarter. It was 4% lower in Q2 2012 than during the same period last year. 

2010 2011 2012 Change
Q2 2012
Q2 2011

Change
Q2 2012
Q1 2012Averages Year Q1 Q2 Q3 Q4 Year Q1 Q2

Foreign exchange rates
US$/CAN$ 0.971 1.014 1.033 1.021 0.977 1.011 0.999 0.990 -4% -1%

EURO/CAN$ 0.733 0.742 0.718 0.723 0.725 0.727 0.762 0.772 8% 1%

Energy prices
Natural gas Henry Hub (US$/mmBtu) 4.39 4.10 4.31 4.19 3.55 4.04 2.74 2.22 -49% -19%

Crude oil WTI (US$/barrel) 77.32 90.41 103.88 91.89 89.87 94.01 100.51 100.11 -4% -%

Taux de change

Coûts de l’énergie
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demand

U.s. Containerboard indUstry prodUCtion and CapaCity Utilization rate

The U.S. containerboard industry’s production remained relatively unchanged compared to the same period last year. Compared to the previous quarter, production decreased 
by 1% due to production downtimes. The industry’s capacity utilization rate averaged 94% in Q2 2012. 

Source: RISI

 

U.s. Containerboard inventories at box plants and mills

After a build-up in inventories in Q1 to provide for expected downtimes during Q2, inventories of containerboard have decreased during the second quarter and stood  
at 3.7 weeks of supply at the end of June. 

Source: Fiber Box Association

U.s. folding Coated reCyCled boxboard indUstry prodUCtion and CapaCity Utilization rate1

Demand pick-up did not continue during Q2 2012 and U.S. folding coated recycled boxboard industry production decreased by 3% compared to the second quarter  
of 2011 and 2% compared to the previous quarter. Demand remains sluggish, particularly for food-services grades, and the industry’s capacity utilization rate was down to 
94% in Q2 2012.
1 Capacity estimated by Cascades.

Source: RISI
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eUropean indUstry’s order inflow of Coated reCyCled boxboard (wlC) from eUrope  
(5-week weekly moving average, in metriC tonnes)

In Europe, demand for both coated virgin and recycled boxboard grades remains uneven and average at best. After a sharp decline in order following the first quarter of 2012, 
orders picked up in May and June. Price increases announced this spring have not yet materialized.

Source: CEPI Cartonboard 

U.s. tissUe paper indUstry prodUCtion (parent rolls) and CapaCity Utilization rate

Manufacturing production in the U.S. tissue paper industry is strong so far in 2012 with mills running at high operating rate and a tight parent roll market. The capacity utilization 
rate exceeded 98% in June to average 97% during the second quarter. Compared to the previous quarter, manufacturing production and converting product shipments are 
up 5%. Year over year, the increase is also 2% for the same period. 

Source: RISI

U.s. reCyCled fibre exports to China (all grades)

Chinese recycled paper demand has decreased significantly in the months of April and May 2012. For the month of May 2012, OCC exports were 14% less than last year 
and exports of news grades decreased by 51%. This resulted in exports for the first five months of the year being 2% lower than at the same period last year.

Source: RISI
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selling Prices  
and raW material costs
On the selling price front for our manufacturing operations, Cascades’ North American price index in US$ decreased by 3% during the second 
quarter of 2012 compared to the previous quarter. Prices were down for all our sectors mostly due to less favorable product mix. Likewise, year 
over year, the price index is 1% lower.

In Europe, prices have decreased by approximately 2% in Canadian dollar terms compared to the previous quarter due notably to the 1% gain 
by the Canadian dollar against the Euro.

Our North American raw material index for the second quarter of 2012 remained relatively stable when compared to the previous quarter. Average 
costs for both recycled office papers and old corrugated containers (“OCC”) remained the same. Compared to the previous period last year 
however, these costs were lower by 15% and 37% for office papers and OCC respectively. 

The result is a tighter average spread in US$ between the selling price index for our manufacturing operations and our raw material index which 
decreased by 5% compared to the first quarter of 2012 (-4% in Canadian dollar). In comparison to the same period of last year, the spread in 
US$ was 12% higher (+17% in Canadian dollar).
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CASCADES NORTH AMERICAN MANUFACTURING SELLING PRICE AND RAW MATERIALS COST INDICES (US$)

1 The Cascades North American selling prices index represents an approximation of the Corporation’s manufacturing selling prices in North America. It is weighted according to shipments and is based on the average 
selling price of our North American manufacturing operations of boxboard, containerboard, specialty products and tissue paper. It considers the change in the mix of products sold. This index should only be used 
as a trend indicator. 

2 The Cascades North American raw materials index is based on publication prices and the average weighted cost paid for some of our manufacturing raw materials, namely recycled fibre, virgin pulp and woodchips, 
in North America. It is weighted according to purchase volume (in short tons). This index should only be used as a trend indicator, as it may differ from our actual manufacturing purchasing costs and our purchase 
mix.
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2010 2011 2012
Change

Q2 2012/Q2 2011
Change

Q2 2012/Q1 2012

These indexes should only be used as indicator of trends 
and they be different than our actual selling prices or 
purchasing costs.

Average Average

Q1

Average

Q2

Average

Q3

Average

Q4

Average Average

Q1

Average

Q2 (units) (%) (units) (%)

 Selling prices (average)

Cascades North American US$ index  
(index 2005 = 1,000)1 1,186 1,238 1,250 1,267 1,272 1,256 1,271 1,227 -22 -2% -44 -3%

PACKAGING

Boxboard 

North America (US$/ton) 

 Recycled boxboard - 20pt. clay coated news 
(transaction) 828 880 917 920 920 909 920 913 -3 -% -7 -1%

Europe (Euro/tonne) 

Recycled white-lined chipboard (GD2) index2 639 690 716 716 718 710 698 677 -39 -5% -21 -3%

Virgin coated duplex boxboard (GC2) index3 1,055 1,155 1,151 1,152 1,155 1,153 1,141 1,118 -33 -3% -23 -2%

Containerboard (US$/ton)

 Linerboard 42-lb. unbleached kraft,  
East U.S. (transaction) 625 640 640 640 640 640 640 640 - -% - -%

 Corrugating medium 26-lb. semichemical, East 
U.S. (transaction) 595 610 610 610 610 610 610 610 - -% - -%

Specialty Products  
(US$/ton, tonne for deinked pulp)

Recycled boxboard - 20pt. bending chip (transaction) 619 667 675 670 670 670 670 670 -5 -1% - -%

Deinked pulp (f.o.b; U.S. air-dried & wet-lap, 
post-consumer) 743 748 768 812 725 763 663 675 -93 -12% 12 2%

Unbleached kraft paper, grocery bag 30-lb. 1,022 1,025 1,093 1,110 1,150 1,095 1,110 1,110 17 2% - -%

Uncoated white 50-lb. offset, rolls 914 930 955 947 930 940 923 923 -32 -3% - -%

TISSUE PAPERS 

Cascades Tissue Papers (index 1999 = 1,000)4 1,619 1,631 1,662 1,718 1,664 1,669 1,612 1,610 -52 -3% -2 -%

 Raw materials (average)

Cascades North American US$ index 
(index 2005 = 300)5 421 471 494 512 410 472 387 384 -110 -22% -4 -1%

RECYCLED PAPER

North America (US$/ton) 

  Corrugated containers, no. 11 (New England) 149 182 178 179 155 174 152 151 -26 -15% -1 -1%

 Special news, no. 8 (ONP - Chicago & NY average) 88 128 139 135 103 126 85 90 -49 -35% 5 5%

  Sorted office papers, no. 37  
  (SOP - Chicago & NY average) 214 223 263 283 164 233 145 151 -111 -42% 6 4%

Europe (Euro/tonne) 

 Recovered paper index6 120 146 158 147 107 140 113 118 -41 -26% 5 4%

VIRGIN PULP (US$/tonne)

 Bleached softwood kraft Northern, East U.S. 960 970 1 027 993 920 978 873 900 -127 -12% 27 3%

 Bleached hardwood kraft Northern mixed, East U.S. 856 820 850 823 738 808 714 778 -73 -9% 63 9%

WOODCHIPS –  
     Conifer Eastern Canada (US$/odmt) 123 123 125 125 134 127 130 121 -4 -3% -9 -7%

Sources: RISI, Random Lengths, Dow Jones and Cascades.

1 See note 1 page 7.

2 The Cascades recycled white-lined chipboard selling prices index represents an approximation of Cascades’ recycled grade selling prices in Europe. It is weighted by country.

3 The Cascades virgin coated duplex boxboard selling prices index represents an approximation of Cascades’ virgin grade selling prices in Europe. It is weighted by country.

4 The Cascades tissue paper selling prices index represents a mix of primary and converted products, and is based on the product mix at the end of 2006.

5 See note 2 page 7

6 The Cascades recovered paper index represents an approximation of Cascades’ recovered paper purchase prices in Europe. It is weighted by country based on the recycled fibre supply mix of 2009.
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Financial oVerVieW 
The Corporation encountered many challenges in 2011 over which it did not have control as we continued to face challenging business conditions due to the rapid 
inflation of our production costs which was not offset by selling price increases. However, during the second half of 2011, selling price increases were implemented 
in all of our segments except for Containerboard. The appreciation of the Canadian dollar against the U.S. dollar was 4% stronger on average in 2011 compared 
to 2010. This increase had a significant impact on the Corporation’s sales when converted into Canadian dollars as a significant portion of our selling prices is 
derived from U.S. dollar-based price indexes. In addition, recycled fibre costs continued to impact our operating margins and they reached historical highs during the 
third quarter of 2011. On the other hand, the Corporation benefited, in 2011, from the full consolidation of Reno de Medici S.p.A. (RdM) starting from the second 
quarter. Finally, actions taken during the year 2011 in accordance with our strategic plan should increase our profitability in the near term (see the “Significant 
facts and developments’’ section in the 2011 Annual Report for more details).

In the first half of 2012, we were able to fully benefit from lower raw material costs that had begun falling in the fourth quarter of 2011. This had a favorable impact 
on our results as did the increase in our average selling prices in some of our sectors. Excluding the impact of our business acquisitions and disposals of the last 
twelve months, our shipments were lower compared to last year. 

In the second quarter of 2012, the Corporation posted net earnings of $7 million, or $0.08 per share, compared to net earnings of $122 million, or $1.27 per 
share for the same period of 2011, period in which a gain related to the divestiture of Dopaco was recorded. Excluding specific items, which are discussed in 
detail on pages 17 to 19, net earnings stood at $7 million or $0.08 per share, compared to a net loss of $9 million or ($0.09) per share in the same period in 
2011. Sales in the second quarter of 2012 decreased by $47 million, or 5%, to reach $944 million, compared to $991 million in the second quarter of 2011. 
The Corporation recorded an operating income of $29 million in the second quarter of 2012, compared to an operating income of $21 million in the same 
period of 2011. Excluding specific items, operating income increased by $22 million to $37 million, compared to $15 million in the second quarter of 2011 (see 

“Supplemental Information on Non-IFRS Measures” for reconciliation of these amounts).

In the first half of 2012, the Corporation posted net earnings of $13 million, or $0.14 per share, compared to net earnings of $114 million, or $1.19 per share for 
the same period of 2011. Excluding specific items, which are discussed in detail on pages 17 to 19, we posted net earnings of $11 million or $0.12 per share in 
the first half of 2012, compared to a net loss of $8 million or ($0.08) per share in the same period of 2011. Sales in the first half of 2012 increased by $70 million, 
or 4%, to reach $1.835 billion, compared to $1.765 billion in the same period of 2011. The Corporation recorded an operating income of $58 million in the first 
half of 2012, compared to $15 million in the same period of 2011. Excluding specific items, operating income increased by $47 million to $63 million in the first 
half of 2012 compared to $16 million in the same period of 2011 (see “Supplemental Information on Non-IFRS Measures” for reconciliation of these amounts).

management’s  
discussion & analysis
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signiFicant Facts and develoPments
i. On April 2, 2012, the Corporation announced the acquisition of Bird Packaging Limited’s containerboard converting and warehousing facilities located in 

Guelph, Kitchener and Windsor, in Ontario. This acquisition will allow the Containerboard Group to broaden its market reach in Ontario by integrating plants 
that benefit from an excellent reputation amongst their customers and to add a team of skilled people. 

ii. On April 25, 2012, the Corporation announced the consolidation of the Containerboard Group corrugated product plants in Ontario, translating into an 
investment of $30 million in the Vaughan, St. Mary’s, Etobicoke and Belleville plants to modernize manufacturing equipment and increase production capacity, 
profitability and productivity. The consolidation will result in the permanent closure of three plants, in Mississauga, in North York and in Peterborough, specialized 
in converting corrugated products, scheduled at the end of 2012 (North York and Peterborough were closed as of June 30, 2012). Production from these 
plants should gradually be redirected to other converting plants in Ontario. 

iii. On May 29, 2012, the corporation announced that further to a vote by a significant majority of employees in favour of its final offer, it will not proceed with 
the closure of its Norampac containerboard mill located in Trenton, Ontario, as planned and announced last April.

iv. In the first half of 2012, the Corporation invested US$34 million ($34 million) (including a bridge loan of US$15 million ($15 million)) in Greenpac Mill 
LLC (Greenpac) in relation to the construction of its containerboard manufacturing segment in New York State, (U.S.), in partnership with third parties. Once 
completed as planned, it is anticipated to increase the Corporation’s market share in the containerboard industry and will confirm its position as one of the 
industry leaders. The Greenpac mill will be built for an estimated cost of US$430 million on property located adjacent to an existing Containerboard Group 
facility in Niagara Falls, NY. It is planned for Greenpac to manufacture a light-weight linerboard made with 100% recycled fibres on a single machine measuring 
328 inches (8,33 meters) wide with an annual production capacity of 540,000 short tons. This machine will be one of the largest in North America and will 
include numerous technological advances, making it a unique project of its kind. So far, the project is on time and on budget including the planned contingency. 
The production is planned to begin during the third quarter of 2013. Financing for the project was finalized at the end of June 2011 and the Corporation’s 
interest in the project is 59.7% as of June 30, 2012. As of June 30, 2012, the total contribution by the Corporation is US$99 million. This investment is 
accounted for using the equity method.

v. In 2007, the Corporation entered into a combination agreement with RdM, a publicly traded Italian corporation that is the second largest recycled boxboard 
producer in Europe. The combination agreement was amended in 2009 and provides, among other things, that RdM and Cascades are granted an irrevocable 
call option or put option, respectively, to purchase two European virgin boxboard mills belonging to Cascades (the “Virgin Assets”). RdM had a call option to 
be exercised 120 days after delivery of the Virgin Assets financial statements for the year ended December 31, 2011, by Cascades to RdM. This option was 
not exercised by RdM and has expired. Cascades may exercise its put option 120 days after delivery of the Virgin Assets financial statements for the year 
ended December 31, 2012, by Cascades to RdM. The Corporation is also granted the right to require that all of the put option price, as the case may be, be 
paid in newly issued common shares of RdM. 

vi.  In addition to this agreement, the Corporation entered, in 2010, into a put and call agreement with Industria E Innovazione (“Industria”) whereby Cascades 
has the option to buy 9.07% of the shares of RdM (100% of the shares held by Industria) for €0.43 per share between March 1, 2011 and December 31, 
2012. Industria also has the option to require the Corporation to purchase its shares for €0.41 per share between January 1, 2013 and March 31, 2014. 
On April 7, 2011, the acquisition of RdM shares on the open market for a total interest of 40.95%, combined with the enforceable call option, triggered the 
business combination of RdM into Cascades. As a result, the Corporation started to fully consolidate the results and financial position of RdM on that date 
with a non-controlling interest of 59.05%. Prior to the second quarter of 2011, our share of the results of RdM was accounted for using the equity method. 
Our share in the equity of RdM stands at 45.29% as of June 30, 2012. As of June 30, 2012, the call option nor the put option have been exercised.
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Key PerFormance indicators
In order to achieve our long-term objectives while also monitoring our action plan, we use several key performance indicators, including the following:

2010 2011 2012

Total Q1 Q2 Q3 Q4 Total Q1 Q2 Total

OPERATIONAL
Total shipments (in ‘000 of s.t.)1

Packaging
Containerboard 1,612  383  352  328  309 1,372  290  300  590 
Boxboard Europe2  212  57  318  269  255  899  278  286  564 
Specialty Products3  393  97  98  95  87  377  98  97  195 

2,217  537  768  692  651 2,648  666  683 1,349 
Tissue Papers4  518  124  134  130  125  513  130  146  276 
Total 2,735  661  902  822  776 3,161  796  829 1,625 

Integration rate
Packaging

Containerboard (North America) 55% 53% 53% 54% 52% 53% 58% 56% 57%
Specialty products (paper only) 4% 5% 4% 5% 5% 5% 5% 5% 5%

Tissue Papers 56% 58% 57% 58% 69% 60% 72% 68% 70%
47% 47% 46% 47% 49% 47% 63% 60% 62%

Manufacturing capacity utilization rate
Packaging

Containerboard 93% 92% 89% 89% 93% 91% 88% 85% 87%
Boxboard Europe 87% 93% 94% 86% 84% 88% 92% 96% 94%
Specialty Products (paper only) 82% 80% 79% 78% 69% 77% 78% 76% 77%

Tissue Papers5 93% 91% 93% 90% 87% 90% 94% 98% 96%
Total 91% 90% 90% 87% 86% 88% 89% 90% 90%
Energy cons.6 - GJ/ton 11.11 12.64 10.65 10.50 12.90 11.38 11.86 11.27 11.56
Work accidents7 - OSHA frequency rate 4.93 4.50 4.70 4.50 4.30 4.50 3.20 3.80 3.50
FINANCIAL
Return on assets8

Packaging
Containerboard 12% 11% 9% 7% 6% 6% 7% 7% 7%
Boxboard Europe 7% 9% 9% 8% 7% 7% 7% 6% 6%
Specialty Products 13% 11% 10% 8% 7% 7% 7% 8% 8%

Tissue Papers 15% 14% 13% 12% 11% 11% 11% 15% 15%
Consolidated return on assets 10.6% 9.9% 8.7% 7.4% 6.5% 6.5% 7.1% 7.6% 7.6%
Return on capital employed9 3.8% 3.4% 2.6% 2.1% 1.3% 1.3% 1.9% 2.3% 2.3%
Working capital10

In millions of $, at end of period 503 526 565 564 510 510 536  549  549 
% of sales11 13.9% 14.5% 14.4% 14.5% 13.2% 13.2% 14.2% 14.7% 14.7%

1 Shipments do not take into account the elimination of business sector intercompany shipments.

2 Starting in Q2 2011, shipments take into account the full consolidation of RdM.

3 Industrial packaging and specialty papers shipments.

4 Starting in Q4 2011, shipments take into account the acquisition of Papersource.

5 Defined as: Manufacturing internal and external shipments/Practical capacity.

6 Average energy consumption for manufacturing mills only, excluding RdM.

7 Excluding RdM, Papersource and Bird Packaging.

8 Return on assets is a non-IFRS measure defined as the last twelve months (“LTM”) OIBD excluding 
specific items/LTM Average of total assets. It includes or excludes significants businesses acquisitions 
and disposals respectively of the last twelve months. LTM numbers for the 2010 calculation have not 
been restated for IFRS adjustments.

9 Return on capital employed is a non-IFRS measure and is defined as the after-tax (30%) amount of 
the LTM operating income excluding specific items/average LTM Capital employed. Capital employed 
is defined as the total assets less accounts payable and accrued liabilities. It includes or excludes 
significants businesses acquisitions and disposals respectively of the last twelve months.

10 Working capital includes accounts receivable (excluding the short-term portion of other assets) plus 
inventories less accounts payable and accrued liabilities. It includes or excludes significants businesses 
acquisitions and disposals respectively of the last twelve months. LTM numbers for the 2010 calculation 
have not been restated for IFRS adjustments.

11 % of sales = Working capital end of period/LTM sales. It includes or excludes significants businesses 
acquisitions and disposals respectively of the last twelve months. LTM numbers for the 2010 calculation 
have not been restated for IFRS adjustments.
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historical Financial inFormation

(In millions of Canadian dollars, unless otherwised noted) 2010 2011 2012

Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total Q1 Q2 Total

Sales
Packaging

Containerboard  347  369  390  353 1,459  344  333  317  299 1,293  284  300  584 

Boxboard Europe  52  51  49  55  207  62  256  221  206  745  204  208  412 

Specialty Products  192  198  195  201  786  202  219  224  206  851  202  209  411 

Inter-segment sales  (25)  (24)  (24)  (27)  (100)  (27)  (28)  (27)  (22)  (104)  (18)  (19)  (37)

 566  594  610  582 2,352  581  780  735  689 2,785  672  698  1,370 

Tissue Papers  197  218  226  212  853  199  218  221  233  871  229  255  484 

Inter-segment sales and Corporate activities  (4)  (4)  (4)  (11)  (23)  (6)  (7)  (9)  (9)  (31)  (10)  (9)  (19)

 759  808  832  783 3,182  774  991  947  913 3,625  891  944  1,835 

Operating income (loss)
Packaging

Containerboard  16  26  38  (3)  77  (4)  4  (1)  (24)  (25)  8  (1)  7 

Boxboard Europe  1  3  (8)  2  (2)  3  13  (2)  (4)  10  4  -  4 

Specialty Products  10  9  12  5  36  1  2  2  (17)  (12)  5  8  13 

 27  38  42  4  111  -  19 (1) (45) (27)  17  7  24 

Tissue Papers  8  14  15  8  45  -  7  8  37  52  21  26  47 

Corporate activities  (16)  (7)  (25)  (5)  (53)  (6)  (5)  -  (6)  (17)  (9)  (4)  (13)

 19  45  32  7  103 (6)  21  7 (14)  8  29  29  58 

OIBD excluding specific items1

Packaging
Containerboard  33  46  55  36  170  19  20  27  19  85  21  23  44 

Boxboard Europe  2  2  -  4  8  5  17  10  10  42  13  11  24 

Specialty Products  16  17  18  12  63  7  12  13  2  34  11  15  26 

 51  65  73  52  241  31  49  50  31  161  45  49  94 

Tissue Papers  19  24  24  23  90  10  16  18  28  72  33  39  72 

Corporate activities  (11)  (4)  (3)  (3)  (21)  (4)  (3)  11  (8)  (4)  (6)  (4)  (10)

 59  85  94  72  310  37  62  79  51  229  72  84  156 

Net earnings (loss)  1  28  24  (12)  41  (8)  122  (20)  5  99  6  7  13 

Excluding specific items1  4  26  33  17  80  1  (9)  (2)  (4)  (14)  4  7  11 

Net earnings (loss) per share (in dollars)
Basic $0.01 $0.29 $0.25 $(0.12) $0.43 $(0.08) $1.27 $(0.21) $0.05 $1.03 $0.06 $0.08 $0.14 

Basic, excluding specific items1 $0.04 $0.27 $0.35 $0.17 $0.83 $0.01 $(0.09) $(0.02) $(0.04) $(0.14) $0.04 $0.08 $0.12 

Cash flow from operations (adjusted)1 
including discontinued operations  51  54  84  54  243  22  14  60  35  131  48  37  85 

Cash flow from discontinued 
operations (adjusted)1  (11)  (13)  (13)  (13)  (50)  (7)  2  -  -  (5)  -  -  - 

Cash flow from continuing 
operations (adjusted)1  40  41  71  41  193  15  16  60  35  126  48  37  85 

Excluding specific items  43  41  72  41  197  15  17  61  40  133  48  40  88 

Net Debt2 1,454 1,508 1,462 1,397 1,397 1,445 1,298 1,370 1,485 1,485 1,524 1,585 1,585 

Cascades North American US$ selling price 
index (2005 index = 1,000)3 1,106 1,180 1,223 1,234 1,186 1,238 1,250 1,267 1,267 1,256 1,271 1,227 1,249 

Cascades North American US$ raw materials 
index (2005 index = 300)3 426 409 397 451 421 470 492 512 409  471  387  384  386 

US$/CAN$ $0.96 $0.97 $0.96 $0.99 $0.97 $1.01 $1.03 $1.02 $0.98 $1.01 $1.00 $0.99 $0.99 

Natural Gas Henry Hub — US$/mmBtu $5.30 $4.09 $4.38 $3.80 $4.39 $4.10 $4.31 $4.19 $3.55 $4.04 $2.74 $2.22 $2.48 

Sources: Bloomberg and Cascades.

1 See “Supplemental information on non-IFRS measures.”

2 Defined as total debt less cash and cash equivalents.

3 See note 1 and 2 on page 7.
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suPPlemental inFormation on non-iFrs measures
Net earnings, a performance measure defined by IFRS, is reconciled below with operating income, operating income excluding specific items and operating income 
before depreciation and amortization excluding specific items:

(in millions of Canadian dollars) Q2 2012 Q2 2011 Q2-YTD 2012 Q2-YTD 2011

Net earnings attributable to Shareholders for the period  7  122  13  114 

Net loss (earnings) from discontinued operations for the period  -  (109)  2  (115)

Net loss attributable to non-controlling interest  (1)  -  (2)  - 

Share of earnings of associates and joint ventures  (2)  (2)  (4)  (10)

Provision for (recovery of) income taxes  5  (21)  6  (35)

Foreign exchange loss (gain) on long-term debt and financial instruments  (5)  5  (7)  10 

Financing expense  25  26  50  51 

Operating income  29  21  58  15 

Specific items:
Gain on disposals and others  -  (11)  (1)  (10)

Inventory adjustment resulting from business acquisition  -  6  -  6 

Impairment charges  1  -  1  1 

Restructuring costs  4  1  4  4 

Unrealized loss (gain) on financial instruments  2  (2)  -  - 

Accelerated depreciation and amortization due to restructuring measures  1  -  1  - 

 8  (6)  5  1 

Operating income - excluding specific items  37  15  63  16 

Depreciation and amortization, excluding specific items  47  47  93  83 

Operating income before depreciation and amortization - excluding specific items  84  62  156  99 

The following table reconciles net earnings and net earnings per share with net earnings (loss) excluding specific items and net earnings (loss) per share excluding 
specific items:

(in millions of Canadian dollars, except amounts per share) Net earnings (loss) Net earnings (loss) per share

Q2 2012 Q2 2011
Q2-YTD 

2012
Q2-YTD 

2011 Q2 2012 Q2 2011
Q2-YTD 

2012
Q2-YTD 

2011

As per IFRS 7 122 13 114 $0.08 $1.27 $0.14 $1.19 

Specific items:
Gain on disposals and others  - (11) (1) (10)  - $(0.16) $(0.01) $(0.15)

Inventory adjustment resulting from business acquisition  - 6  - 6  - $0.04  - $0.04 

Impairment charges 1  - 1 1 $0.01  - $0.01 $0.01 

Restructuring costs 4 1 4 4 $0.03 $0.01 $0.03 $0.03 

Unrealized loss (gain) on financial instruments 2 (2)  -  - $0.01 $(0.02)  -  - 

Accelerated depreciation and amortization due  
to restructuring measures 1  - 1  - $0.01  - $0.01  - 

Foreign exchange loss (gain) on long-term debt  
and financial instruments (5) 5 (7) 10 $(0.05) $0.05 $(0.07) $0.09 

Share of earnings of associates, joint ventures  
and non-controlling interest (2) (2) (2) (2) $(0.01) $(0.02) $(0.01) $(0.02)

Included in discontinued operations, net of tax  - (108) 2 (109)  - $(1.14) $0.02 $(1.15)

Tax effect on specific items and other tax adjustments1 (1) (20)  - (22)  - $(0.12)  - $(0.12)

- (131) (2) (122) - $(1.36) $(0.02) $(1.27)

Excluding specific items 7 (9) 11 (8) $0.08 $(0.09) $0.12 $(0.08)

1 Specific amounts per share are calculated on an after-tax basis. Per share amounts of line item “Tax effect on specific items and other tax adjustments” only include the effect of tax adjustments.

1
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The following table reconciles cash flow provided by (used for) operating activities with cash flow from operations (adjusted) excluding specific items:

(in millions of Canadian dollars) Q2 2012 Q2 2011 Q2-YTD 2012 Q2-YTD 2011

Cash flow provided by (used for) operating activities  33  (27)  57  (39)

Changes in non-cash working capital components  4  43  28  70 

Cash flow (adjusted) from operations  37  16  85  31 

Specific items, net of current income tax 
Restructuring costs  3  1  3  1 

Excluding specific items  40  17  88  32 

The following table reconciles cash flow provided by (used for) operating activities with operating income and operating income before depreciation and amortization:

(in millions of Canadian dollars) Q2 2012 Q2 2011 Q2-YTD 2012 Q2-YTD 2011

Cash flow provided by (used for) operating activities  33  (27)  57  (39)

Changes in non-cash working capital components  4  43  28  70 

Depreciation and amortization  (48)  (47)  (94)  (83)

Income taxes paid  6  6  10  9 

Net financing expense paid  35  34  50  51 

Gain on disposals and others  -  11  1  10 

Impairment charges and restructuring costs  (2)  -  (2)  (4)

Unrealized gain (loss) on financial instruments  (2)  2  -  - 

Others  3  (1)  8  1 

Operating income from continuing operations  29  21  58  15 

Depreciation and amortization  48  47  94  83 

Operating income before depreciation and amortization  77  68  152  98 



management’s discussion & analysis – results analysis   CasCades   15

Financial results For the 3-month Periods  
ended June 30, 2012 and 2011
sales
Sales decreased by $47 million to $944 million in the second quarter of 2012 
versus $991 million in the same period of 2011 resulting from lower average 
selling prices and by the 8% increase of the Canadian dollar against the Euro, 
but was partly offset by a 4% decrease of the Canadian dollar over the U.S. 
dollar. Total shipments decreased by 8%. Excluding the impact of business 
acquisitions and disposals, our shipments were down by 5% compared to the 
second quarter of 2011.

oPerating income From continuing oPerations
The Corporation generated an operating income of $29 million in the second 
quarter of 2012 compared to an operating income of $21 million in the same 
period of 2011, resulting mainly from lower raw material costs and the positive 
impact of the acquisition of the additional 50% of shares of Papersource 
Converting Mill Corp at the end of 2011. These positive impacts were partly 
offset by lower selling prices, lower volumes (excluding business acquisitions 
and disposals), as well as higher variable costs and sales and administratives 
expenses. The operating income margin for the quarter increased to 3%, compared 
to 2% in the same period of 2011. Excluding specific items, the operating income 
stood at $37 million in the second quarter of 2012, compared to $15 million in  
the same period of 2011, an increase of $22 million.

The main variances in the operating income in the second quarter of 2012 compared to the same period in 2011 are shown below:
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1 The impacts of these estimated costs are based on production costs per unit, which are affected by yield, product mix changes and purchase and transfer prices. In addition to market pulp and recycled fibre, they 
include purchases of external boards and parent rolls for the converting sector, and other raw materials such as plastics and woodchips.

2 The estimated impact of the exchange rate is based only on the Corporation’s export sales less purchases that are impacted by the exchange rate fluctuations, mainly the CA$/US$ variation. It also includes the 
impact of the exchange rate on the Corporation’s working capital items and cash position. 

3 Cost improvements and other items includes the impact of variable costs based on production costs per unit, which are affected by downtimes, efficiencies and product mix changes. It also includes all other 
costs, such as repair and maintenance, selling and administration, profit-sharing and change in operating income for operating units that are not in the manufacturing and converting sectors. Operating income of 
businesses acquired or disposed of is also included.

4 Excluding specific items.

The operating income variance analysis by segment is shown in each business segment review (refer to pages 21 to 28).
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Financial results For the 6-month Periods  
ended June 30, 2012 and 2011
sales
Sales rose by $70 million to $1.835 billion in the first half of 2012 compared 
to $1.765 billion in the same period of 2011. The full consolidation of RdM 
since the second quarter of 2011 and the acquisition of Papersource, net of 
businesses sold or closed, accounted for $125 million of the increase. The 
depreciation of 3% of the Canadian dollar over the U.S. dollar, partly offset 
by the 5% increase of the Canadian dollar against the Euro accounted for 
$7 million of the increase. Excluding the effect of the RdM consolidation and 
the effect of businesses acquired and disposed, total shipments decreased by 
4% representing a negative impact of approximately $49 million on sales. The 
volume of our manufacturing mill increased by 2% while our converting units 
volume gained 8%.

oPerating income From continuing oPerations
The Corporation generated an operating income of $58 million in the first half 
of 2012 compared to an operating income of $15 million in the same period of 
2011, resulting mainly from lower raw material prices, the effects of the business 
acquisitions and disposals and the depreciation of the Canadian dollar against 
the U.S. dollar. These positive impacts were partly offset by lower comparable 
volume and other production costs, namely freight, labour and chemical costs. 
The operating income margin stood at 3% in the first half of 2012, compared to 
1% in the same period of 2011. Excluding specific items, the operating income 
stood at $63 million in the first half of 2012, compared to $16 million in the 
same period of 2011, an increase of $47 million.

The main variances in operating income in the first half of 2012 compared to the same period in 2011 are shown below:

For notes 1 to 4, see definition on page 15.

The operating income variance analysis by segment is shown in each business segment review (refer to pages 21 to 28 and 35 to 38).
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sPeciFic items included in oPerating income and discontinued oPerations
The Corporation incurred some specific items in 2012 and 2011 that adversely or positively affected its operating results. We believe that it is useful for readers 
to be aware of these items, as they provide a measure of performance with which to compare the Corporation’s results between periods, notwithstanding these 
specific items.

The reconciliation of the specific items by business group is as follows:

For the 3-month period ended June 30, 2012

(in millions of Canadian dollars)
Container- 

board
Boxboard 

Europe
Specialty
Products Tissue Papers

Corporate
Activities Consolidated

Operating income (loss)  (1)  -  8  26  (4)  29 

Depreciation and amortization  18  9  7  12  2  48 

Operating income (loss) before depreciation and amortization  17  9  15  38  (2)  77 

Specific items:
Impairment charges  1  -  -  -  -  1 

Restructuring costs  4  -  -  -  -  4 

Unrealized loss (gain) on financial instruments  1  2  -  1  (2)  2 

 6  2  -  1  (2)  7 

Operating income (loss) before depreciation and amortization - 
excluding specific items  23  11  15  39  (4)  84 

Accelerated depreciation and amortization due to restructuring 
measures  1  -  -  -  -  1 

Operating income (loss) - excluding specific items  6  2  8  27  (6)  37 

For the 3-month period ended June 30, 2011

(in millions of Canadian dollars)
Container- 

board
Boxboard 

Europe
Specialty
Products Tissue Papers

Corporate
Activities Consolidated

Operating income (loss)  4  13  2  7  (5)  21 

Depreciation and amortization  18  10  8  9  2  47 

Operating income (loss) before depreciation and amortization  22  23  10  16  (3)  68 

Specific items:
Loss (gain) on disposals and others  -  (12)  1  -  -  (11)

Inventory adjustment resulting from business acquisition  -  6  -  -  -  6 

Restructuring costs  -  -  1  -  -  1 

Unrealized gain on financial instruments  (2)  -  -  -  -  (2)

 (2)  (6)  2  -  -  (6)

Operating income (loss) before depreciation and amortization - 
excluding specific items  20  17  12  16  (3)  62 

Operating income (loss) - excluding specific items  2  7  4  7  (5)  15 
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For the 6-month period ended June 30, 2012

(in millions of Canadian dollars)
Container- 

board
Boxboard 

Europe
Specialty
Products Tissue Papers

Corporate
Activities Consolidated

Operating income (loss)  7  4  13  47  (13)  58 

Depreciation and amortization  34  18  13  24  5  94 

Operating income (loss) before depreciation and amortization  41  22  26  71  (8)  152 

Specific items :
Gain on disposals and others  (1)  -  -  -  -  (1)

Impairment charges  1  -  -  -  -  1 

Restructuring costs  4  -  -  -  -  4 

Unrealized loss (gain) on financial instruments  (1)  2  -  1  (2)  - 

 3  2  -  1  (2)  4 

Operating income (loss) before depreciation and amortization - 
excluding specific items  44  24  26  72  (10)  156 

Accelerated depreciation and amortization due to restructuring 
measures  1  -  -  -  -  1 

Operating income (loss) - excluding specific items  11  6  13  48  (15)  63 

For the 6-month period ended June 30, 2011

(in millions of Canadian dollars)
Container- 

board
Boxboard 

Europe
Specialty
Products Tissue Papers

Corporate
Activities Consolidated

Operating income (loss)  -  16  3  7  (11)  15 

Depreciation and amortization  35  11  14  19  4  83 

Operating income (loss) before depreciation and amortization  35  27  17  26  (7)  98 

Specific items :
Loss (gain) on disposals and others  1  (12)  1  -  -  (10)

Inventory adjustment resulting from business acquisition - 6  -  -  - 6

Impairment charges  1  -  -  -  -  1 

Restructuring costs  3  -  1  -  -  4 

Unrealized loss (gain) on financial instruments  (1)  1  -  -  -  - 

 4  (5)  2  -  -  1 

Operating income (loss) before depreciation and amortization - 
excluding specific items  39  22  19  26  (7)  99 

Operating income (loss) - excluding specific items  4  11  5  7  (11)  16 

discontinued oPerations
In May 2011, the Corporation completed the sale of Dopaco Inc. and Dopaco Canada Inc. (collectively Dopaco), its converting business for the quick-service restaurant, 
to Reynolds Group Holdings Limited. The Corporation retained liability for certain pending litigation, namely a claim of damages in relation to the contamination of a 
site previously used by Dopaco. In 2012, the Corporation recorded a provision of $2 million (net of related income tax of $1 million) regarding this claim. During the 
second quarter, following the settlement of this claim, the Corporation paid $2 million and we estimate the remaining provision to be sufficient to cover further costs 
related to this claim.
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gain on disPosals and others
In 2012 and 2011, the Corporation recorded the following losses and gains:

For the 3-month periods ended June 30, For the 6-month periods ended June 30, 

(in millions of Canadian dollars) 2012 2011 2012 2011

Net gain related to business acquisitions - (11) - (11)

Gain on disposal of property, plant and equipment - (7) (1) (7)

Loss on disposal of businesses - 7 - 8

- (11) (1) (10)

2012
On March 23, 2012, the Containerboard Group sold a vacant piece of land located next to the Vaudreuil corrugated containerboard plant and recorded a gain 
of $1 million on the disposal.

2011
On March 1, 2011, the Corporation sold its European containerboard mill 
located in Avot-Vallée, France, for a total consideration of €10 million  
($14 million), including the debt assumed by the acquirer in the amount of €5 million  
($7 million) and the selling price balance of €5 million ($7 million), which will 
be received over a maximum of three years. The Corporation recorded a loss  
of $1 million on the disposal.

On April 7, 2011, the Corporation purchased outstanding shares of RdM on the 
open market, which triggered a business acquisition. A net gain of €9 million 
($12 million) resulted from this transaction.

Also during the second quarter, our Specialty Products Group recorded a loss of 
$1 million resulting from the business acquisition of NorCan Flexible Packaging 
Inc. of which we hold 50% of the outstanding shares.

On June 23, 2011, the Corporation sold its Versailles boxboard mill and its Hebron 
boxboard conversion unit, both located in the U.S., for a total consideration of 
US$20 million ($20 million), including a selling price balance of US$10 million 
($10 million) which will be received over a period of four years. The Corporation 
recorded a loss of $7 million on the disposal.

In June 2011, the Corporation completed the sale of a piece of land in Montréal, 
Québec, pertaining to a corrugated converting plant closed in 2005, for a cash 
consideration of $9 million. A gain of $7 million was recorded on the disposal.

imPairment charges and restructuring costs
The following impairment charges and restructuring costs were recorded in 2012 and 2011:

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

2012 2011 2012 2011

(in millions of Canadian dollars)
Impairment

charges
Restructuring 

costs
Impairment

charges
Restructuring 

costs
Impairment

charges
Restructuring 

costs
Impairment

charges
Restructuring 

costs

Containerboard Group 1 4 – – 1 4 1 3

Specialty Products Group – – – 1 – – – 1

1 4 – 1 1 4 1 4

2012
During the second quarter, the Containerboard Group recorded restructuring 
costs totalling $4 million related to the consolidation announced in Ontario. 
The Containerboard Group also recorded additionnal impairment charges of 
$1 million related to the closure of the Burnaby mill and the Le Gardeur plant 
closed in 2011.

2011
In the first quarter, following the announcement of the closure of its Leominster 
converting plant and the consolidation of its operations in New England, USA, 
the Containerboard Group recorded restructuring costs totalling $3 million. 
The Containerboard Group also recorded impairment charges of $1 million 
on other assets.

During the second quarter, following the announcement of the closure of its old 
East Angus pulping facility in Québec, the Specialty Products Group recorded 
restructuring costs totaling $1 million.

derivative Financial instruments
In the first half of 2012, the impact of financial instruments not designated as 
hedging instruments on net earnings is nil (nil in 2011). During the first quarter, 
the Corporation recorded an unrealized gain of $2 million (2011 – $1 million loss) 
on financial instruments on currency hedging as well as on commodities such 
as electricity, natural gas and waste paper (nil for the second quarter (gain of  
$2 million in 2011)). The second quarter also includes a $2 million loss (2011 
- nil) resulting from a put and call agreement reached between the Corporation 
and Industria E Innovazione (nil for the first quarter ($1 million loss in 2011)) 
(see ‘’Significant facts developments’’ section for more details on this agreement).

inventory adJustment resulting  
From Business acQuisition
As a consequence of RdM’s business acquisition, operating results were reduced 
by $6 million in the second quarter of 2011 since the inventory acquired at the 
time of the combination was recognized at fair value and no profit was recorded 
on its subsequent sale.
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Business HigHligHts
Over the past two years, the Corporation completed several transactions (closure or sale of certain operating units and acquisitions) in order to optimize its asset 
base and streamline its cost structure.

The following transactions that occurred in 2012 and 2011 should be taken into consideration when reviewing the overall or segmented analysis  
of the Corporation’s results:

closures, restructuring and disPosals
2012
containerBoard grouP
On April 25, 2012, the Corporation announced the consolidation in the 
Containerboard Group of its corrugated product plants in Ontario, translating into 
an investment of $30 million in the Vaughan, St. Mary’s, Etobicoke and Belleville 
plants to modernize manufacturing equipment and increase production capacity, 
profitability and productivity. The consolidation will result in the permanent closure 
of three plants, in Mississauga, in North York and in Peterborough, specialized  
in converting corrugated products, scheduled at the end of 2012 (North York 
and Peterborough were closed as of June 30, 2012).

sPecialty Product grouP
On February 22, 2012, the Corporation announced the permanent closure  
of Cascades Enviropac, located in Toronto.

2011
containerBoard grouP
On March 1, 2011, the Corporation sold its European containerboard mill 
located in Avot-Vallée, France.

On March 10, 2011, the Group announced the closure of its Leominster converting 
plant and the consolidation of its New England (USA) converting activities. The 
Leominster plant was closed in May 2011 and operations have been transferred 
to other containerboard converting plants. 

On May 2, 2011, the Corporation closed the sale of Dopaco, its converting 
business for the quick-service restaurant industry.

On June 23, 2011, the Corporation sold its Versailles mill and its Hebron 
converting activities.

On September 20, 2011, the Corporation announced the closure of its 
containerboard mill located in Burnaby, British Columbia. The closure took effect 
in December 2011 and the production was redirected to other Containerboard 
Group facilities. The Burnaby mill, land and building were sold on October 17, 2011.

On October 12, 2011, the Group announced the closure of its Le Gardeur 
converting plant. The operations have been transferred to other containerboard 
converting plants. 

Business acQuisitions
2012
containerBoard grouP
On April 1, 2012, the Corporation has acquired Bird Packaging Limited’s converting 
and warehousing facilities located in Guelph, Kitchener and Windsor, in Ontario. 

2011
BoxBoard euroPe grouP
On April 7, 2011, the Corporation reached a share ownership of 40.95% in 
RdM, a recycled boxboard manufacturing leader based in Europe. Since the 
second quarter of 2011, the Corporation has fully consolidated RdM with a 
non-controlling interest, as at December 31, 2011, of 55.69% considering its 
ownership of 44.31%. In 2012, the Corporation acquired an additional 0.98% 
of RdM’s outstanding shares on the open market. The Corporation’s share in 
the equity of RdM stood at 45.29% as at June 30, 2012, with a corresponding 
non-controlling interest of 54.71%.

sPecialty Product grouP
On April 6, 2011, the Corporation acquired the flexible film for packaging products 
activities of NorCan Flexible Packaging Inc., based in Ontario. The total interest held 
in the subsidiary is now 50% of outstanding shares (we fully consolidate) with a  
non-controlling interest of 50%.

On May 31, 2011, the Corporation acquired the recovery and recycling activities 
of Genor Recycling Services Limited, based in Ontario.

On September 15, 2011, the Corporation acquired the uncoated partition board 
manufacturing assets of Packaging Dimensions Inc., located in Illinois, USA.

tissue grouP
On November 1, 2011, the Group announced that it had finalized the acquisition 
of 50% of the shares that it did not hold in its affiliated company Papersource 
Converting Mill Corp (Papersource), located in Granby, Québec. 
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Business segment revieW
See “Appendix – Information for the 6-month periods ended June 30, 2012 and 2011” for more details on comparative cumulative results.

Packaging
containerBoard (see page 44 for information about “segmented information”)

Sales Operating income (loss OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands  
of short tons

(in Canadian  
dollars/unit (in U.S. dollars /unit (in U.S. dollars/unit

Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011

As reported  300  333  (1)  4  17  22  300  352  531  540  525  558  687  716 

Specific items  7  (2)  6  (2)

Excluding  
specific items  6  2  23  20 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

2 Average selling price and Price reference are a weighted average of virgin and recycled containerboard shipments in the manufacturing segment only.

The main variances in operating income (loss) for the Containerboard Group are shown below:

(1)

Q2
 2

01
1

OP
ER

AT
IN

G
IN

CO
M

E

Q2
 2

01
2

OP
ER

AT
IN

G
LO

SS

DE
PR

EC
IA

TI
ON

 &
AM

OR
TI

ZA
TI

ON

DE
PR

EC
IA

TI
ON

 &
AM

OR
TI

ZA
TI

ON

SP
EC

IF
IC

 IT
EM

S

SP
EC

IF
IC

 IT
EM

S

Q2
 2

01
1 

OI
BD

RA
W

 M
AT

ER
IA

LS

BU
SI

NE
SS

 A
CQ

UI
S.

&
 D

IS
PO

.

EN
ER

GY

VA
RI

AT
IO

N 
OF

TH
E 

CA
N$

VO
LU

M
E

OT
HE

R 
CO

ST
S

Q2
 2

01
2 

OI
BD

SE
LL

IN
G

PR
IC

ES
 &

 M
IX

20

30

25

15

10

5

0

(5)

4

18 (2)
20

3

3 1 1 (1)
(1) (3)

23 (7)

(17)

 4 4 421 3

For notes 1 to 4, see definition on page 15

For the 3-month Period ended June 30, 2012
The Containerboard Group’s sales decreased by $33 million to $300 million in 
the second quarter of 2012 compared to $333 million in the same period of 
2011. Excluding the effect of the different plants sold, closed and acquired, the 
decrease is reduced to $10 million. The contraction in sales is mainly due to an 
important decrease in the boxboard mills’ shipments that erased $10 million of 
sales. In fact, 24 days (9,800 s.t.) of dowtime were taken to adjust to the loss 
of a client in the first quarter of 2012.  The shipments reduction in the Boxboard 
manufacturing sector changed the sub-sector sales’ mix. Indeed, the Folding 
Carton business now accounts for 33% of the consolidated sub-sector’s volume 
compared to 26% last year. With their higher selling price, the greater weight of 
the Folding Carton units generated $4 million of additional sales.

In the North American manufacturing activities, sales decreased by $42 million 
to $139 million. The sale of the Avot-Vallée and Versailles mills, as well as 
the closure of the Burnaby mill, accounts for $32 million of the reduction. 
Again, the drop in the boxboard volume removed $10 million of revenues. The 
containerboard business registered a decrease of 1% in the tonnage shipped 
(same plant basis) as some of the mills experienced production difficulties. In 
the second quarter of 2012, offer and demand were well balanced allowing 
the mills to run without taking any dowtime wereas 22 days (11,700 s.t.) were  
taken for the same period last year. The average selling price for the  
containerboard group is down by 5$CA/s.t. Sales on the export market went from 
3% in 2011 to nothing in 2012, counterbalancing a portion of the unfavorable 

) 1 2

) ) ) ) ) ) )
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internal transfer pricing adjustment. On the boxboard side, the average selling 
price was relatively stable. Selling price variance took away $1 million of sales 
while the Canadian dollar weakness added close to $3 million.

In the converting sector, sales decreased by $4 million to $238 million compared 
to $242 million in the same period of 2011. If it had not been for the sale of 
the Hebron folding carton plant and the closure of the Leominster corrugated  
products plant, sales would have increased by $7 million. The purchase of 
the corrugated facilities of Bird Packaging in April 2012 allowed a $6 million  
increase. In the corrugated products plants, Canadian units increased their 
shipments by 1.6% compared to 1.2% for the Canadian corrugated products 
industry. The situation is different in the United States where a decrease of 13% 
(on a same plant basis) was recorded while the U.S. industry shipments remained 
stable. Our volume in the United States was mainly impacted by management’s 
decision to decline low margin volume. In the Folding Carton sector, volume 
is up by 4.8% (same plant basis). With the strong competition, the average 
selling price was slightly down sligthly subtracting $3 million of sales. A weaker 
Canadian dollar also reduced sales.

Excluding specific items, operating income increased by $4 million to $6 million in 
the second quarter of 2012 compared to $2 million in the same period of 2011. 
Management’s strategic decisions to buy, close and sell a number of units add 
to $3 million of operating income. The decline in both recycled fiber and pulp 
prices also provided important savings of $6 million in the manufacturing sector. 
However, the sales’ mix modification in the boxboard sector, discussed above, 
added $2 million in raw materials savings since the Folding Carton units have 
a higher cost per unit. As outlined before, the boxboard mills lost 25% of their 
volume (on a same plant basis) cutting $2 million of operating income. Finally, 
slightly lower average selling prices in both our manufacturing and converting 
sectors resulted in an unfavorable variance of $1 million.

For the 6-month Period ended June 30, 2012
The Containerboard Group’s sales decreased by $93 million to $584 million in 
2012 compared to $677 million in 2011. Excluding the effect of the various 
plants sold, closed and acquired, the decrease is reduced to $19 million. The 
latter is all tied to the volume reduction of the mills in both our Boxboard 
and Containerboard activities. In the Boxboard sector, external manufacturing 
shipments are down by 19,000 s.t. (20%) (same plant basis) following the 
loss of a client in the first quarter of 2012. In the Containerboard sector, the 
mills’ external shipments are down by 19,000 s.t. (12%) (same plant basis) 
following the closure of the Burnaby mill at the end of 2011. In fact, there is 
less tonnage available for external customers as more paper is kept for internal 
converting units. Some mills also experienced production difficulties in 2012 
thus negatively contributing to shipments. On the converting side, shipments are 
up by 1.3% adding $8 million of sales. Overall, shipments decreased by 5.5% 
resulting in an unfavorable sales variance of $33 million. The volume reduction 
experienced by the manufacturing mills changed the sub-group’s sales mix. 
Indeed, converting shipments weight over consolidated shipments increased 
by 7% in the Boxboard sector and by 3% in the Containerboard sector. Since 
the converting units are selling at a higher price, the average selling price was 
favorably impacted by the sales’ mix modification and resulted in $15 million 
of additional revenues. On the other hand, the converting units’ average selling 
price slightly decreased and took away $9 million of sales.

In the manufacturing operations, sales decreased by $99 million to $286 million. 
The sale of the Avot-Vallée and Versailles mills, as well as the closure of the 
Burnaby mill, accounts for $84 million of the reduction. As explained before, the 
volume reduction erased $21 million from the sales line. In the Boxboard sector, 
46 days (17,800 s.t.) of downtime were taken to adjust to a weak backlog. This 
compares to 3 days (1,200 s.t.) last year. In the Containerboard sector, the 
situation is very different. The mills were able to run without taking any downtime 
since the offer and demand were well balanced wereas 30 days (14,500 s.t.) were 
taken in the first half of 2011. The domestic demand was sufficient to allow the 
mills to stay away from the export market wereas it represented 5% of shipments 
in the first half of 2011. This exit from the export market had a favorable impact 
on the average selling price of the Containerboard mills. Average selling price 
is up by 10$CA/s.t. As for the boxboard mills, the average selling price rose by 
32$CA/s.t. Overall, the manufacturing selling price variance brought $3 million 
of sales while a weaker Canadian dollar contributed $4 million.

In the converting sector, sales decreased by $15 million to $459 million. If it 
had not been for the sale of the Hebron folding carton plant and the closure 
of the Leominster corrugated products plant, sales would have increased by 
$9 million mainly due to the purchase of the corrugated facilities of Bird Packaging 
in April 2012 which added $6 million of sales.  Despite a competitive market, 
the Canadian corrugated products plants were able to increase their volume by 
1.9% wereas the Canadian corrugated products industry’s shipments increased 
by 1.3%. In the United States, the converting units experienced a decrease of 
7% (same plant basis) following management’s decision to not renew or bid 
on low margin business. The U.S. industry shipments remained stable when 
compared to last year. The Folding Carton units have had a very good year in 
terms of attracting new clients increasing their volume by 11%. Overall, shipments 
created $8 million of additional sales. Those better shipments however came at 
a price. Indeed, in order to renew contracts with our current customers and get 
additional volumes from new ones, price reductions were necessary. The selling 
price reduction erased $9 million of sales while the Canadian dollar value had 
a positive impact of $4 million.

Excluding specific items, operating income increased by $7 million to $11 million 
in the first half of 2012 compared to $4 million in the same period of 2011. 
The decrease in the recycled paper price was an important contributor in the 
operating income improvement as it allowed the mills to generate savings of 
$10 million. The sales’ mix modification outlined above also played an important 
role. Since the converging units realize a higher margin on their sales, their greater 
importance in the group’s operations resulted in $7 million of additional profit. 
The Management’s strategic decisions to buy, close and sell a number of units 
also added $4 million of operating income. Finally, the tight monitoring of our 
fixed costs allowed $3 million of savings. All those good news were partially 
reversed by the net volume reduction of 5.5% and by a lower average selling 
price in the converting sector. Both factors substracted respectively $9 million 
and $7 million from operating income.

The Corporation incurred some specific items in the first half of 2012 and 2011 
that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation.
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Business segment revieW
See “Appendix – Information for the 6-month periods ended June 30, 2012 and 2011” for more details on comparative cumulative results. 

Packaging
BoxBoard euroPe (see page 44 for information about “segmented information”)

Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands  
of short tons

(in Canadian  
dollars/unit (in euros/unit (in euros/unit

Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011

As reported  208  256  -  13  9  23  286  318  725  806  560 578  753  784 

Specific items  2  (6)  2  (6)

Excluding  
specific items  2  7  11  17 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

2 Average selling price and Price reference include RdM recycled boxboard activities starting in Q2 2011. Average selling price and Price reference are a weighted average of virgin and recycled boxboard shipments.

The main variances in operating income for the Boxboard Europe Group are shown below:
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For notes 1 to 4, see definition on page 15

For the 3-month Period ended June 30, 2012
Sales in Europe reached $208 million in the second quarter of 2012 compared 
to $256 million in the same period of 2011, a decrease of $48 million. Lower 
shipments had a negative impact of $25 million while the 8% appreciation of 
the Canadian dollar against the Euro and lower selling prices had, respectively, 
negative impacts of $15 million and $8 million.

Excluding specific items, operating income decreased by $5 million to $2 million 
in the second quarter of 2012 compared to $7 million in the same period of 
2011. Lower raw material prices had a positive impact of $13 million while lower 
selling prices, lower volume and production costs had, respectively, negative 
impacts of $9 million, $6 million and $4 million. 

For the 6-month Period ended June 30, 2012
For the first half of 2012, sales in Europe reached $412 million compared to 
$318 million in the same period of 2011, an increase of $94 million. The full 
consolidation of RdM had a positive impact on sales of $155 million while lower 
comparable volume and the 5% increase of the Canadian dollar compared to 
the Euro had, respectively, negative impacts of $33 million and $17 million.

Excluding specific items, operating income decreased by $5 million, from  
$11 million in the first half of 2011 compared to $6 million in the same period 
of 2012. Lower raw material prices and the full consolidation of RdM had, 
respectively, a positive impact of $15 million and $9 million. On the other hand, 
lower selling prices, lower comparable volume and higher production costs had 
negative impacts of, respectively, $10 million, $8 million and $5 million. 
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In Europe, the economic situation and market conditions remain challenging. 
We are closely following the possible impacts on the demand for our products. 
However, we are optimistic looking ahead, as we notice order flows and backlogs 
reverting back to normal levels after a period of destocking on the markets.

The Corporation incurred some specific items in the first half of 2012 and 2011 
that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation. 

Business segment revieW
See “Appendix – Information for the 6-month periods ended June 30, 2012 and 2011” for more details on comparative cumulative results.

Packaging
sPecialty Products

Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands of 

short tons
(in Canadian  
dollars/unit (in U.S. dollars/unit (in U.S. dollars/unit

Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011

As reported  209  219  8  2  15  10  97  98  906  898  897  928  897  909 

Specific items  -  2  -  2 

Excluding  
specific items  8  4  15  12 

1 Elimination of business sector intercompany shipments are excluded from shipments.

2 Average selling price is for paper manufacturing mills only.

The main variances in operating income for the Specialty Products Group are shown below:

Q2
 2

01
1

OP
ER

AT
IN

G
IN

CO
M

E

Q2
 2

01
2

OP
ER

AT
IN

G
IN

CO
M

E

DE
PR

EC
IA

TI
ON

 &
AM

OR
TI

ZA
TI

ON

DE
PR

EC
IA

TI
ON

 &
AM

OR
TI

ZA
TI

ON

SP
EC

IF
IC

 IT
EM

S

SP
EC

IF
IC

 IT
EM

S

Q2
 2

01
1 

OI
BD

BU
SI

NE
SS

 A
CQ

UI
S.

&
 D

IS
PO

.

EN
ER

GY

VA
RI

AT
IO

N 
OF

TH
E 

CA
N$

VO
LU

M
E

OT
HE

R 
CO

ST
S

Q2
 2

01
2 

OI
BD

SE
LL

IN
G

PR
IC

ES
 &

 M
IX

20

10

15

5

0

2

8

2 12

3

3 (1)
(2)

15 (7)

8

 4 42

RA
W

 M
AT

ER
IA

LS
1 3

For notes 1 to 4, see definition on page 15.

1 2

) ) ) ) ) ) )



management’s discussion & analysis – results analysis   CasCades   25

For the 3-month Period ended June 30, 2012

The Specialty Products group’s sales decreased by $10 million to $209 million 
in the second quarter of 2012 compared to $219 million for the same period 
in 2011. Most of this decrease is attributable to our Recovery and Recycling 
activities which have been impacted by the decline in raw material prices and 
slightly lower volume for $16 million. On the other hand, sales increased in our 
Industrial Packaging sector by $2 million due to an acquisition of a honeycomb 
business in Michigan last year. Sales in the Consumer Product Packaging have 
increased by $3 million which is mainly due to better volume in the plastic and 
moulded pulp activities. Sales in the Specialty Papers sector remained stable 
for the comparative periods.

Excluding specific items, operating income for the second quarter of 2012 is  
$8 million which is a $4 million increase compared to the same period of 2011. 
This increase mostly comes from our Specialty Papers sector, more specifically 
our de-inked divisions and our fine papers activities, as they have been positively 
impacted by lower raw material prices. Profitability decreased in the Recovery 
and Recycling sector which is mainly attributable to the decrease in waste paper 
prices as reflected in the sales. Operating income in our Consumer Product 
Packaging sector increased by $2 million, mainly explained by better volume 
and higher average selling prices in our plastic divisions. 

For the 6-month Period ended June 30, 2012

Sales in the Specialty Products group decreased by $10 million to $411 million 
in the first half of 2012 compared to $421 million in the same period of 
2011. Most of this decrease is attributable to our Recovery and Recycling 
activities which have been impacted by the decline in waste paper prices. On 
the other hand, sales in our Consumer Product Packaging sector increased by  
$12 million, mainly explained by better volume and higher average selling prices 
in our plastic divisions.

Excluding specific items, operating income for the first half of 2012 amounted to 
$13 million compared to $5 million in the same period of 2011, an increase of 
$8 million. Lower raw material prices, and the 3% depreciation of the Canadian 
dollar against the U.S. dollar had both a positive impact of $5 million. 

The Corporation incurred some specific items in the first half of 2012 and 2011 
that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation 
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Business segment revieW
See “Appendix – Information for the 6-month periods ended June 30, 2012 and 2011” for more details on comparative cumulative results.

tissue PaPers
Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands of 

short tons
(in Canadian  
dollars/unit (in U.S. dollars/unit (in U.S. dollars/unit

Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011 Q2 2012 Q2 2011

As reported  255  218  26  7  38  16  146  134 1,749 1,629 1,732 1,683 1,610 1,679 

Specific items  1  -  1  - 

Excluding  
specific items  27  7  39  16 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

The main variances in operating income for the Tissue Group are shown below:
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For notes 1 to 4, see definition on page 15.

For the 3-month Period ended June 30, 2012

The Tissue group’s sales increased by $37 million, or 17%, to $255 million in 
the second quarter of 2012, compared to $218 million in the same period of 
2011. The main increase drivers are organic growth, 5% ($11 million), abusiness 
acquisition in the fourth quarter of 2011, 8% ($18 million) and a favorable 
currency impact, 4% ($8 million). The organic growth compared to the prior year 
is driven by the parent roll volume increase 5% ($11 million). The selling price 
impact in both market (Away from Home (AFH) and at Home (Retail)) following 
market price increase announcement done in second half of 2011 of 3% 
($6 million) has been completely offset by an unfavorable market sub-segment 
mix and a lower integration rate of (3%) (-$8 million). 

The 8% increase in shipments in the second quarter of 2012 compared to the 
same period of 2011 to 146,000 s.t. is driven by the acquisition of Papersource 
in the fourth quarter of 2011 for 3% of the increase and by a Parent roll volume 
increase for 5%. AFH market and Retail volume remained stable compared to 
the second quarter of 2011. 

An average selling price increase of 7% (+$120/s.t.) in the second quarter 
of 2012 is driven by the favorable currency impact, 3% ($8 million) and the 
acquisition of Papersource in the fourth quarter of 2011, 4% ($18 million), 
which has positively impacted the integration rate. As already mentioned, the 
2012 price increase has been completely offset by unfavorable mix due to a 
lower integration rate.

1

) ) ) ) ) ) )
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Excluding specific items, the operation income has significantly increased to  
$27 million, in the second quarter of 2012 compared to $7 million in the 
same period of 2011. The operating income improvement is mainly driven by a 
decrease in raw material prices for $12 million, by a volume increase and the 
acquisition of Papersource for $4 million each.

For the 6-month Period ended June 30, 2012

The Tissue group’s sales increased by $67 million, or 16%, to $484 million in 
the first half of 2012, compared to $417 million in the same period of 2011. 
The combined effect of the acquisition of Papersource in the fourth quarter 
of 2011, 9% ($36 million) and currency favorable impact, 3% ($11 million), 
has positively impacted the first half of 2012 compared to the same period of 
2011. On comparable basis, the organic growth of 5% compared to the same 
period of 2011 is driven by a Parent roll and AFH market volume increase, 3% 
($12 million) and the 2011 price increase announcement, 3% ($13 million), 
but were partially offset by a lower integration rate due to less converted product 
sold for (1%) (-$5 million). 

Shipments increased by 6% in the first half of 2012 compared the the same 
period of 2011 to 276,000 s.t. is driven by the acquisition of Papersource in 
the fourth quarter of 2011 for 4% and by Parent roll volume increase for 2 %. 
AFH and Retail volume remained stable. 

An average selling price increase of 9% (+$139/s.t.) in the first half of 2012 is 
driven by the favorable currency impact, 2% ($11 million) and the acquisition of 
Papersource, +4% ($36 million), which has positively impacted the integration 
rate. The remaining 3% is a combination of the 2011 price increase in both 
market of 4% ($48 million) and of the unfavorable base business punctual 
integration rate of (1%) (-$18 million). 

Excluding specific items, operating income has significantly increased at  
$48 million in the first half of 2012 compared to $7 million in the the same 
period of 2011. The main improvements are related to lower raw material 
prices of $22 million, a selling price increase of $8 million, the acquisition of 
Papersource for $8 million, lower electricity and natural gas prices of $4 million 
and a volume increase of $3 million.

The Corporation incurred some specific items in the first half of 2012 and 2011 
that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation. 

otHer items analysis
dePreciation and amortiZation
Depreciation and amortization increased to $94 million in the first half of 2012 
($48 million in the second quarter), compared to $83 million for the same 
period last year ($47 million in the second quarter). The increase is mainly 
due to the full consolidation of RdM that started during the second quarter 
of 2011, which contributed to an expense of $8 million in the period and to 
the acquisition of Papersource which increased the expense by $3 million. The 
impairment charges recorded at the end of 2011 decreased the depreciation 
and amortization expense but these have been offset by capital investments 
completed in the last twelve months.

Financing exPense
The financing expense slightly declined to $50 million in the first half of 2012 
($25 million in the second quarter) compared to $51 million in the same period 
last year ($26 million in the second quarter). The disposal of the Dopaco assets 
in May 2011 led to a decrease in financing expenses. These were however offset 
by the effect of the full consolidation of RdM, the acquisition of Papersource 
and Bird Packaging and the capital investment made in 2011 and in the first 
half of 2012.

Foreign exchange loss (gain) on long-term 
deBt and Financial instruments
In 2012, the Corporation recorded a gain of $7 million ($5 million gain during the 
second quarter) on its US$-denominated debt and related financial instruments, 
compared to a loss of $10 million in 2011 ($5 million loss during the second 
quarter). The gain is composed of a gain of $7 million (2011 - $14 million loss) 

on its 2013 and 2017 foreign exchange forward contracts not designated as 
hedging instruments ($8 million gain in the second quarter ($7 million loss 
in 2011)). In the second quarter, it also includes a loss of $3 million (2011 –  
$1 million gain) on our US$-denominated long-term debt net of our net investment 
hedge in the U.S. and forward exchange contracts designated as hedging 
instruments (nil for the first half of 2012 (2011 – $3 million gain)).

Provision For income taxes
In the first half of 2012, the Corporation recorded an income tax charge  
of $6 million ($5 million in the second quarter) for an effective tax rate of 32%.

The effective tax rate and current income taxes are affected by the results of 
certain subsidiaries and joint ventures located in countries,  notably the United 
States, France and Italy,  where the income tax rate is higher than in Canada. 
The normal effective tax rate is expected to be in the range of 26% to 35%.

share oF earnings oF associates  
and Joint ventures
The share of results of associates and joint ventures is partly represented by 
our 35% interest in Boralex Inc. (“Boralex”), a Canadian public Corporation that 
is a major electricity producer whose core business is the development and 
operation of power stations that generate renewable energy, with operations 
in the north-eastern United States, Canada and France. It also includes the 
results of our joint ventures, including our interest in RdM until the first quarter 
of 2011. During the second quarter of 2011, the Corporation started to fully 
consolidate RdM and consequently ceased to record its share of earnings (see 
the “Significant facts and developments” section for more details.) 
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The results of our joint ventures were as follows for the 3-month and 6-month periods ended June 30, 2012 and 2011:

For the 3-month periods ended June 30, For the 6-month periods ended June 30, 

(in millions of Canadian dollars) 2012 2011 2012 2011

Condensed statement of earnings
Sales, net of intercompany 21 21 42 120

Cost of sales and expenses (excluding depreciation and amortization) 19 18 36 108

Depreciation and amortization – – 1 4

Operating income 2 3 5 8

Financing expense – – – 1

Net earnings before income taxes 2 3 5 7

Provision for income taxes – 1 1 2

Net earnings 2 2 4 5

net earnings
In the second quarter of 2012, the Corporation posted net earnings of  
$7 million, or $0.08 per share, compared to $122 million, or $1.27 per 
share in the same period of 2011. After excluding the specific items, the 
Corporation realized net earnings of $7 million, or $0.08 per share in the second 
quarter of 2012, compared to a net loss of $9 million, or ($0.09) per share in  
the same period of 2011.

In the first half of 2012, net earnings stood at $13 million or $0.14 per share, 
compared to net earnings of $114 million, or $1.19 per share in the same period 
of 2011. After excluding the specific items, the Corporation realized net earnings 
of $11 million or $0.12 per share, compared to a net loss of $8 million, or 
($0.08) per share in the same period of 2011 (see “Supplemental Information 
on Non-IFRS Measures” for reconciliation of these amounts).

liQuidity and caPital resources
cash FloWs From continuing  
oPerating activities
Continuing operating activities generated $57 million in liquidity in the first 
half of 2012 ($33 million in the second quarter), compared to a $39 million 
use of liquidity in the same period of 2011 (use of $27 million in the second 
quarter). Changes in non-cash working capital components required $28 million 
in funds in the first half of 2012 ($4 million in the second quarter), compared to  
$70 million in the same period of 2011 ($43 million in the second quarter). 
The first and the second quarters of the year normally require cash for working 
capital purposes due to seasonal variations. After an increase in working capital 
in the first quarter due to normal inventory build-up and payment of year-end 
volume rebates, the second quarter working capital requirements were due to the 
increase of accounts receivable following better volume during the period. This 
was offset by a reduction of inventories in our Tissue and Containerboard activities. 

Cash flow from continuing operating activities, excluding the change in non-
cash working capital components, stood at $85 million in the first half of 2012  
($37 million in the second quarter), compared to $31 million in the same period 
of 2011 ($16 million in the second quarter).

This cash flow measure is significant, since it positions the Corporation to pursue 
its capital expenditures program and reduce its indebtedness.

investing activities From continuing oPerations
Investment activities in the first half of 2012 required total cash resources of 
$131 million ($51 million in the second quarter) for net cash outflow for capital 
expenditure projects and disposals ($71 million, $28 million in the second quarter), 
other assets and investments in associates and joint ventures ($46 million,  
$23 million in the second quarter) and recorded net cash outflow of $14 million 
on business acquisitions.

Purchases oF ProPerty, Plant and eQuiPment
Capital expenditure projects paid during the first half of 2012 amounted to 
$81 million. New capital expenditure projects started in the first half of 2012 
amounted to $65 million. Capital expenditures by sector were as follows: 

new pUrChases, plant & eqUipment 
by reportable segment ($m)

•  Containerboard 

•   tissue papers 

•  boxboard europe 

• specialty products

•  Corporate 

7

12

5

3110
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The major capital projects in the first half of 2012 are as follows: 

containerBoard
$6 million as a deposit in order to acquire two new presses and a new conveyor 
to increase production capacity, profitability and productivity.

$2 million for motorized conveyors in our Drummondville, Québec, plant that will 
automate the processes and reduce production costs, waste and risk of accidents.

$2 million for a head box and control dilution system at our Jonquière, Québec, 
plant that will improve productivity and the quality of the board.

$2 million at our Cabano containerboard mill, in Québec, for the project of 
increasing the production capacity to 800 m.t. per day by treating more recycled 
materials.

$1 million for a new transformer at our Niagara Falls plant, in Ontario, that will 
increase productivity.

BoxBoard euroPe
$2 million, at La Rochette, in France, for a shoe press to improve dryness of 
the board before the entry into the dryer section, this will improve quality, safety, 
productivity and reduce the energy consumption.

sPecialty Products
$2 million for a new extruder in our Rollpack plant in France that will increase 
our production capacity reduce freight and offer a wider variety of products.

$1 million for a new baler in our Recovery and Recycling plant in Winnipeg, 
Manitoba, to improve productivity and reduce waste.

tissue PaPer
$6 million for a new converting line of production at our Papersource plant  
in Québec that will increase our capacity and productivity.

$1 million for a new Perini Bath production line at our Pennsylvania plant in the 
U.S. that will increase productivity, allow for a greater variety of pack designs 
and reduce the maintenance costs.

corPorate
$1 million for seven new tractors in our Transport division in order to increase the 
transportation capacity. These tractors are built to reduce pollutant emissions 
and are more fuel efficient.

increase in other assets and investment in 
associates and Joint ventures
In the first half of 2012, the Corporation also invested in other assets  
and investments in associates and joint ventures for $46 million ($23 million 
in the second quarter). The main investments are as follows:

$13 million for modernization of our financial information system to an ERP 
information technology system of which $5 million is financed through a loan 
agreement and will be reimbursed over a period of three years.

US$34 million ($34 million) (including a bridge loan of US$15 million  
($15 million)) for our Greenpac project (see “Significant facts and developments’’ 
section for more details) in partnership with third parties in our Containerboard 
manufacturing segment.

$14 million paid for the acquisition of Bird Packaging. The Corporation also 
assumed $4 million of debt and recorded $7 million of Capital-leases Obligation 
following the purchase price allocation (see page 48 for more details).

Financing activities From continuing 
oPerations
unsecured senior notes
On March 1, 2012, the Corporation repurchased US$3 million of its 6.75% 
unsecured senior notes for an amount of US$3 million ($3 million). No gain  
or loss resulted from this transaction.

The Corporation also redeemed 574,100 of its common shares on the open 
market in the first half of 2012, pursuant to a normal-course issuer bid, for an 
amount of $2 million.

In the first half of 2012, we continued to increase our ownership in RdM by 
acquiring 0.98% of the outstanding shares for an amount of $1 million. Our 
ownership, excluding any other agreements, stood at 45.29% as at June 30, 
2012. As we fully consolidate RdM since the second quarter, the purchase 
of these shares is considered an acquisition of non-controlling interest and 
accounted for as an equity transaction.

On June 30, 2012, RdM sold a portion of a plant to a non-controlling interest 
for €2 million ($3 million). There was no change of ownership interest in RdM 
and that amount is recognized as non-controlling interest.

Including the $8 million in dividends paid out during the first half of 2012, 
financing activities from continuing operations generated $93 million in liquidity 
($38 million in the second quarter). 
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consolidated Financial Position as 
at june 30, 2012 and decemBer 31, 2011
The Corporation’s financial position and ratios are as follows:

(in millions of Canadian dollars, unless otherwise noted) 2012 2011

Working capital1 549 510

% of sales2 14.7% 13.2%

Bank loans and advances 90 90

Current portion of long-term debt 63 49

Long-term debt 1,461 1,358

Total debt 1,614 1,497

Equity attributable to Shareholders 1,011 1,029

Total equity attributable to Shareholders and total debt 2,625 2,526

Ratio of total debt/total equity attributable to Shareholders and total debt 61.5% 59.3%

Shareholders’ equity per share (in dollars) $10.75 $10.87

1  Working capital includes accounts receivable (excluding the short-term portion of other assets) plus inventories less trade and other payables.

2 % of sales = Working capital end of period/LTM sales. Starting in the second quarter of 2011, it excludes the results of Dopaco and includes RdM.

Liquidity available via the Corporation’s credit facilities, along with the expected 
cash flow generated by its operating activities, will provide sufficient funds to 
meet its financial obligations, and to fulfill its capital expenditure program 
and pay for its investment in Greenpac. Capital expenditure requests for 2012 
are initially approved at approximately $150 million. This amount is subject 
to change depending on the Corporation’s operating results and on general 
economic conditions. The Corporation has capital projects in the works that 

could be approved if business conditions are favorable, which could lead to 
higher capital expenditures in the future. As at June 30, 2012, the Corporation 
had $299 million (net of letters of credit in the amount of $28 million) available 
through its $750 million credit facility. 

In the second quarter of 2012, we have issued $18 million in new letters  
of credits related to the Greenpac project which should remain in place until 
the completion of the project which is expected in the third quarter of 2013.

near-term outlook
Looking ahead in the near-term, we are confident despite the economic 
environment in North America which continues to be uncertain. White grades 
recycled paper prices have increased recently but current availability leads us to 
believe that prices will be stable in the short term. As for brown grades, supply 
is good and prices have recently decreased which is positive. Usual seasonality 
associated with the third quarter, the impact of our recent strategic initiatives and 

expected improvements in our productivity rate should contribute to improved 
financial performance. The European economic environment remains challenging 
and we continue to focus on the project we started a few years ago to equip 
ourselves with a more competitive operational platform. Irrespective of the 
economic environment, we are committed to continue to improve our financial 
and operational performance. 

caPital stock inFormation
As at June 30, 2012, issued and outstanding capital stock consisted of 
94,073,065 common shares (94,647,165 as at December 31, 2011), and 
6,681,422 stock options were issued and outstanding (5,693,429 as at 
December 31, 2011). In the first half of 2012, 1,244,606 options were issued, 
no options were exercised, none were forfeited and 256,613 expired.

As at August 8, 2012, issued and outstanding capital stock consisted  
of 94,063,065 common shares and 6,681,422 stock options.
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critical accounting estimates  
and judgments
The preparation of financial statements in conformity with IFRS requires  
the use of estimates and assumptions that affect the reported amounts of assets 
and liabilities in the financial statements and disclosure of contingencies at 
the balance sheet date, and the reported amounts of revenues and expenses 
during the reporting period. On a regular basis and with the information available, 
management reviews its estimates, including those related to environmental 
costs, employee future benefits, collectibility of accounts receivable, financial 
instruments, contingencies, income taxes and related valuation allowance, 
useful life and residual value of property, plant and equipment and impairment  
of property, plant and equipment and intangible assets. Actual results could 
differ from those estimates. When adjustments become necessary, they are 
reported in earnings in the period in which they occur.

a) imPairment
In determining the recoverable amount of an asset or a Cash Generating 
Unit (CGU), the Corporation uses several key assumptions, based on external 
information on the industry when available and including, among others, 
production levels, selling prices, volume, raw material costs, foreign exchange 
rates, growth rates, discounting rates and capital spending.

The Corporation believes such assumptions to be reasonable. These assumptions 
involve a high degree of judgment and complexity and reflect management’s 
best estimates based on available information on the assessment date. In 
addition, products are commodity products; therefore, pricing is inherently volatile  
and often follows a cyclical pattern.

descriPtion oF signiFicant imPairment  
testing assumPtions
Growth rates
The assumptions used were based on our internal budget. We projected revenues, 
operating margins and cash flows for a period of five years, and applied a 
perpetual long-term growth rate thereafter. In arriving at our forecasts, we 
considered past experience, economic trends such as Gross Domestic Product 
(“GDP”) growth and inflation, as well as industry and market trends.

Discount rates
The Corporation assumed a discount rate in order to calculate the present value of its 
projected cash flows. The discount rate represents a weighted average cost of capital 
(“WACC”) for comparable companies operating in similar industries of the applicable 
CGU, group of CGUs or reportable segment, based on publicly available information.

Foreign exchange rates
Foreign exchange rates are determined using banks’ average forecast for  
the first two years of forecasting. For the three following years, the Corporation 
uses the last five years’ historical average of foreign exchange rates.

Considering the sensitivity of the key assumptions used, there is measurement 
uncertainty since adverse changes in one or a combination of our key assumptions 
could cause a significant change in the carrying amounts of these assets.

B) income taxes
The Corporation is required to estimate the income taxes in each jurisdiction 
in which it operates. This includes estimating a value for existing net operating  
losses based on the Corporation’s assessment of its ability to use them against 
future taxable income before they expire. If the Corporation’s assessment of its 
ability to use the net operating losses proves inaccurate in the future, more 
or less of the net operating losses might be recognized as tax assets, which 
would increase or decrease the income tax expense and, consequently, affect  
the Corporation’s results in the relevant year.

c) emPloyee BeneFits
The present value of the defined benefit obligation is determined by discounting 
the estimated future cash outflows using interest rates of high-quality corporate 
bonds that are denominated in the currency in which the benefits will be paid, and 
that have terms to maturity approximating the terms of the related pension liability.

The cost of pensions and other retirement benefits earned by employees is 
actuarially determined using the projected benefit method pro-rated on years 
of service and management’s best estimate of expected plan investment 
performance, salary escalations, retirement ages of employees and expected 
healthcare costs. The accrued benefit obligation is evaluated using the market 
interest rate at the evaluation date.

Due to the long-term nature of these plans, such estimates are subject  
to significant uncertainty. 
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d) environmental clean-uP costs
The Corporation expenses environmental disbursements related to existing 
conditions caused by past or current operations from which no future benefit is 
discernible. The Corporation’s estimated environmental remediation costs are 
based upon an evaluation of currently available facts pertaining to each individual 
site, including the results of environmental studies and testing, and taking into 
consideration existing technology, applicable laws and regulations, and prior 
experience in contaminated site remediation. Expenditures that extend the life 
of the related property, or mitigate or prevent future environmental contamination, 
are capitalized. The Corporation determines its liability on a site-by-site basis and 
records a liability when one is probable and can be reasonably estimated. The 
contingencies take into account the anticipated participation of other potentially 
responsible parties when it is probable that such parties are legally responsible or 
financially capable of paying their respective shares of the relevant costs. Actual 
costs to be incurred in future periods at the identified sites may differ from the 
estimates, given the inherent uncertainties in evaluating environmental exposures. 
Future information and developments may require the Corporation to reassess 
the expected impact of these environmental matters.

e) collectiBility oF accounts receivaBle
In order to record its accounts receivable at their net realizable value, the Corporation 
must assess their “collectibility“. A considerable amount of judgment is required 
in making this assessment, including a review of the receivables’ aging and each 
customer’s current creditworthiness. The Corporation has recorded allowances for 
receivables that it feels are uncollectible. However, if the financial condition of the 
Corporation’s customers were to deteriorate, their ability to make required payments 
may become further impaired, and increases in these allowances would be required.

neW accounting standards  
not yet adoPted
iFrs 9–Financial instruments
IFRS 9 was issued in November 2009 and contains requirements for financial 
assets. This standard addresses classification and measurement of financial 
assets and replaces the multiple category and measurement models in IAS 39 
for debt instruments with a new mixed measurement model having only two 
categories: amortized cost and fair value through profit or loss. IFRS 9 also 
replaces the models for measuring equity instruments, and such instruments 
are either recognized at fair value through profit or loss or at fair value through 
other comprehensive income. Where such equity instruments are measured 
at fair value through other comprehensive income, dividends are recognized 
in profit or loss insofar as they do not clearly represent a return of investment; 
however, other gains and losses (including impairments) associated with such 
instruments remain in accumulated comprehensive income indefinitely.

Requirements for financial liabilities were added in October 2010 and they 
largely carried forward existing requirements in IAS 39, Financial Instruments—
Recognition and Measurement, except that fair value changes due to credit risk 
for liabilities designated at fair value through profit and loss would generally be 
recorded in other comprehensive income.

This standard is required to be applied for accounting periods beginning on or 
after January 1, 2015, with earlier adoption permitted. The Corporation has not 
yet assessed the impact of the standard or determined whether it will adopt 
the standard early.

In May 2011, the IASB issued the following standards which have not yet been 
adopted by the Corporation: IFRS 10, Consolidated Financial Statements (IFRS 
10), IFRS 11, Joint Arrangements (IFRS 11), IFRS 12, Disclosure of Interests in 
Other Entities (IFRS 12), IAS 27, Separate Financial Statements (IAS 27), IFRS 
13, Fair Value Measurement (IFRS 13) and amended IAS 28, Investments in 
Associates and Joint Ventures (IAS 28). Each of the new standards is effective 
for annual periods beginning on or after January 1, 2013 with early adoption 
permitted. The Corporation has not yet begun the process of assessing the 
impact that the new and amended standards will have on its financial statements  
or whether to early adopt any of the new requirements.

The following is a brief summary of the new standards:

iFrs 10–consolidation
IFRS 10 requires an entity to consolidate an investee when it is exposed or has 
rights to variable returns from its involvement with the investee and has the ability 
to affect those returns through its power over the investee. Under existing IFRS, 
consolidation is required when an entity has the power to govern the financial 
and operating policies of an entity so as to obtain benefits from its activities. 
IFRS 10 replaces SIC-12 Consolidation—Special Purpose Entities and parts  
of IAS 27 Consolidated and Separate Financial Statements.
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iFrs 11–Joint arrangements
IFRS 11 requires a venturer to classify its interest in a joint arrangement as a joint 
venture or joint operation. Joint ventures will be accounted for using the equity 
method of accounting whereas for a joint operation the venturer will recognize 
its share of the assets, liabilities, revenue and expenses of the joint operation. 
Under existing IFRS, entities have the choice to proportionately consolidate 
or equity account for interests in joint ventures. IFRS 11 supersedes IAS 31, 
Interests in Joint Ventures, and SIC-13, Jointly Controlled Entities–Non-monetary 
Contributions by Venturers.

iFrs 12–disclosure oF interests  
in other entities
IFRS 12 establishes disclosure requirements for interests in other entities, such 
as joint arrangements, associates, special purpose vehicles and off balance sheet 
vehicles. The standard carries forward existing disclosures and also introduces 
significant additional disclosure requirements that address the nature of, and 
risks associated with, an entity’s interests in other entities.

iFrs 13–Fair value measurement
IFRS 13 is a comprehensive standard for fair value measurement and disclosure 
requirements for use across all IFRS standards. The new standard clarifies that 
fair value is the price that would be received to sell an asset, or paid to transfer a 
liability in an orderly transaction between market participants, at the measurement 
date. It also establishes disclosures about fair value measurement. Under existing 
IFRS, guidance on measuring and disclosing fair value is dispersed among the 
specific standards requiring fair value measurements and in many cases does 
not reflect a clear measurement basis or consistent disclosures.

ias 19–emPloyee BeneFits
IAS 19, Employee Benefits, has been amended to make significant changes 
to the recognition and measurement of defined benefit pension expense and 
termination benefits and to enhance the disclosure of all employee benefits. The 
amended standard requires immediate recognition of actuarial gains and losses 
in other comprehensive income as they arise, without subsequent recycling to 
net income. This is consistent with the Corporation’s current accounting policy. 

Past service cost (which will now include curtailment gains and losses) will 
no longer be recognized over a service period but instead will be recognized 
immediately in the period of a plan amendment. Pension benefit cost will be 
split between (i) the cost of benefits accrued in the current period (service cost) 
and benefit changes (past service cost, settlements and curtailments); and (ii) 
finance expense or income. The finance expense or income component will be 
calculated based on the net defined benefit asset or liability. A number of other 
amendments have been made to recognition, measurement and classification, 
including redefining short-term and other long-term benefits, guidance on the 
treatment taxes related to benefit plans, guidance on risk/cost sharing features, 
and expanded disclosures.

ias 1–Presentation oF Financial statements
IAS 1, Presentation of Financial Statements, has been amended to require 
entities to separate items presented in OCI into two groups based on whether 
or not items may be recycled in the future. Entities that choose to present OCI 
items before tax will be required to show the amount of tax related to the two 
groups separately. The amendment is effective for annual periods beginning on 
or after July 1, 2012, with earlier application permitted.

amendments to other standards
In addition, there have been amendments to existing standards, including IAS 27, 
Separate Financial Statements (IAS 27), and IAS 28, Investments in Associates 
and Joint Ventures (IAS 28). IAS 27 addresses accounting for subsidiaries, jointly 
controlled entities and associates in non-consolidated financial statements. IAS 
28 has been amended to include joint ventures in its scope and to address  
the changes in IFRS 10 to 13.

iFrs 7–Financial instruments disclosures
IFRS 7 requires disclosure of both gross and net information about financial 
instruments eligible for offset in the balance sheet and financial instruments 
subject to masternetting arrangements. Concurrent with the amendments to 
IFRS 7, the IASB also amended IAS 32, “Financial Instruments: Presentation” 
to clarify the existing requirements for offsetting financial instruments in the 
balance sheet. The amendments to IAS 32 are effective as of January 1, 2014.
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controls and Procedures
evaluation oF the eFFectiveness oF disclosure 
controls and Procedures, and internal 
control over Financial rePorting
The Corporation’s President and Chief Executive Officer and the Vice-President 
and Chief Financial Officer have designed, or caused to be designed under their 
supervision, disclosure controls and procedures (DC&P) and internal controls over 
financial reporting (ICOFR) as defined in National Instrument 52-109 “Certification 
of Disclosure in Issuer’s Annual and Interim Filings” in order to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation  
of the financial statements for external purposes in accordance with IFRS.

The DC&P have been designed to provide reasonable assurance that material 
information relating to the Corporation is made known to the President and Chief 
Executive Officer and the Vice-President and Chief Financial Officer by others 
and that information required to be disclosed by the Corporation in its annual 
filings, interim filings or other reports filed or submitted by the Corporation under 
securities legislation is recorded, processed, summarized and reported within  

the time periods specified in securities legislation. The President and Chief 
Executive Officer and the Vice-President and Chief Financial Officer have 
concluded, based on their evaluation as of the end of the period covered by 
the interim filings, that the Corporation’s disclosure controls and procedures 
are effective to provide reasonable assurance that material information related  
to the issuer, is made known to them by others within the Corporation.

The President and Chief Executive Officer and the Vice-President and Chief 
Financial Officer have assessed the effectiveness of ICOFR as at June 30, 
2012, based on the framework established in the Internal Control – Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO). Based on this assessment, they have concluded that the 
Corporation’s internal control over financial reporting was effective at that date.

During the quarter ended June 30, 2012, there were no changes to the 
Corporation’s internal controls over financial reporting that have materially 
affected, or are reasonably likely to materially affect, its ICOFR.

risk Factors
As part of its ongoing business operations, the Corporation is exposed to certain 
market risks, including risks ensuing from changes in selling prices for its principal 
products, costs of raw materials, interest rates and foreign currency exchange 
rates, all of which impact on the Corporation’s financial position, operating 
results and cash flows. The Corporation manages its exposure to these and 
other market risks through regular operating and financing activities, and, on a 
limited basis, through the use of derivative financial instruments. We use these 
derivative financial instruments as risk management tools, not for speculative 
investment purposes. 

Pages 51 to 58 of our Annual Report for the year ended December 31, 2011 
contain a discussion of the key areas of the Corporation’s business risks and 
uncertainties, and its mitigating strategies. This information on business risks 
and enterprise risk management remains substantially unchanged. Refer to our 
Annual Report for more details.
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aPPendix
information for the 6-month periods  
ended June 30, 2012 and 2011

Business segment revieW

Packaging
containerBoard (see page 44 for information about “segmented information”)

Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands  
of short tons

(in Canadian  
dollars/unit (in U.S. dollars /unit (in U.S. dollars/unit

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

As reported  584  677  7  -  41  35  590  735  540  545  537  558  688  707 

Specific items  4  4  3  4 

Excluding  
specific items  11  4  44  39 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

2 Average selling price and Price reference are a weighted average of virgin and recycled containerboard shipments in the manufacturing segment only.

The main variances in operating income for the Containerboard Group are shown below:
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The Corporation incurred some specific items in the first half of 2012 and 2011 that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation.

1 2

) ) ) ) ) ) )



36   CasCades  management’s discussion & analysis – results analysis 

Business segment revieW
Information for the 6-month periods ended june 30, 2012 and 2011

Packaging
BoxBoard euroPe (see page 44 for information about “segmented information”)

Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands  
of short tons

(in Canadian  
dollars/unit (in euros/unit (in euros/unit

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

As reported  412  318  4  16  22  27  564  375  731  848  561 618  765  839 

Specific items  2  (5)  2  (5)

Excluding  
specific items  6  11  24  22 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

2 Average selling price and Price reference include RdM recycled boxboard activities starting in Q2 2011. Average selling price and Price reference are a weighted average of virgin and recycled boxboard shipments.

The main variances in operating income for the Boxboard Europe Group are shown below:
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The Corporation incurred some specific items in the first half of 2012 and 2011 that adversely or positively affected its operating results. Please refer to pages 
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Business segment revieW
Information for the 6-month periods ended june 30, 2012 and 2011

Packaging
sPecialty Products

Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands of 

short tons
(in Canadian  
dollars/unit (in U.S. dollars/unit (in U.S. dollars/unit

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

As reported  411  421  13  3  26  17  195  195  918  910  913  932  897  891 

Specific items  -  2  -  2 

Excluding  
specific items  13  5  26  19 

1 Elimination of business sector intercompany shipments are excluded from shipments.

2 Average selling price is for paper manufacturing mills only.

The main variances in operating income for the Specialty Products Group are shown below:
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For notes 1 to 4, see definition on page 15.

The Corporation incurred some specific items in the first half of 2012 and 2011 that adversely or positively affected its operating results. Please refer to pages 
17 to 19 for more details and reconciliation. 
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Business segment revieW
Information for the 6-month periods ended june 30, 2012 and 2011

tissue PaPers
Sales Operating income OIBD Shipments Average selling price Price reference

(in millions of dollars (in millions of dollars (in millions of dollars
(in thousands of 

short tons
(in Canadian  
dollars/unit (in U.S. dollars/unit (in U.S. dollars/unit

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

As reported  484  417  47  7  71  26  276  258 1,756 1,617 1,746 1,656 1,611 1,640 

Specific items  1  -  1  - 

Excluding  
specific items  48  7  72  26 

1 Shipments do not take into account the elimination of business sector intercompany shipments.

The main variances in operating income for the Tissue Group are shown below:
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The Corporation incurred some specific items in the first half of 2012 and 2011 that adversely or positively affected its operating results. Please refer to pages 
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consolidated Balance sHeets
(in millions of Canadian dollars) (unaudited) Note

June 30,
2012

December 31,
2011

Assets
Current assets
Cash and cash equivalents 29 12

Accounts receivable 593 535

Current income tax assets 23 24

Inventories 513 516

Financial assets 25 6

Assets held for sale 11 12

1,194 1,105

Long-term assets
Investments in associates and joint ventures 240 219

Property, plant and equipment 1,676 1,703

Intangible assets 192 185

Financial assets 14 25

Other assets 59 44

Deferred income tax assets 122 119

Goodwill and others 337 328

3,834 3,728

Liabilities and Equity
Current liabilities
Bank loans and advances 90 90

Trade and other payables 550 539

Current income tax liabilities 2 2

Current portion of provisions for contingencies and charges 4 5

Current portion of financial liabilities and other liabilities 82 20

Current portion of long-term debt 6 63 49

791 705

Long-term liabilities
Long-term debt 6 1,461 1,358

Provisions for contingencies and charges 34 33

Financial liabilities 46 111

Other liabilities 264 249

Deferred income tax liabilities 94 107

2,690 2,563

Equity attributable to Shareholders
Capital stock 483 486

Contributed surplus 15 14

Retained earnings 603 615

Accumulated other comprehensive loss (90) (86)

1,011 1,029

Non-controlling interest 133 136

Total equity 1,144 1,165

3,834 3,728

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.
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consolidated statements 
oF earnings

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars, except per share amounts and number of shares) (unaudited) 2012 2011 2012 2011

Sales 944 991 1,835 1,765

Cost of sales and expenses
Cost of sales (including depreciation and amortization of $48 million for the 

3-month period (2011–$47 million) and $94 million for the 6-month period 
(2011–$83 million)) 810 883 1,580 1,580

Selling and administrative expenses 100 98 194 175

Gain on disposals and others - (11) (1) (10)

Impairment charges and restructuring costs 5 1 5 5

Foreign exchange loss (gain) (1) 1 - 1

Loss (gain) on derivative financial instruments 1 (2) (1) (1)

915 970 1,777 1,750

Operating income 29 21 58 15

Financing expense 25 26 50 51

Foreign exchange loss (gain) on long-term debt and financial instruments (5) 5 (7) 10

Share of earnings of associates and joint ventures (2) (2) (4) (10)

Profit (loss) before income taxes 11 (8) 19 (36)

Provision for (recovery of) income taxes 5 (21) 6 (35)

Net earnings (loss) from continuing operations including  
non-controlling interest for the period 6 13 13 (1)

Net earnings (loss) from discontinued operations for the period - 109 (2) 115

Net earnings including non-controlling interest for the period 6 122 11 114

Net loss attributable to non-controlling interest (1) - (2) -

Net earnings attributable to Shareholders for the period 7 122 13 114

Net earnings (loss) from continuing operations per common share
Basic $0.08 $0.13 $0.16 $(0.01)

Diluted $0.08 $0.13 $0.16 $(0.01)

Net earnings per common share
Basic $0.08 $1.27 $0.14 $1.19

Diluted $0.08 $1.26 $0.14 $1.18

Weighted average basic number of common shares outstanding 94,119,195 96,367,221 94,308,480 96,486,160

Net earnings (loss) attributable to Shareholders:
Continuing operations 7 13 15 (1)

Discontinued operations - 109 (2) 115

Net earnings 7 122 13 114

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.
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consolidated statements  
oF comPreHensiVe income (loss)

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars) (unaudited) 2012 2011 2012 2011

Net earnings including non-controlling interest for the period 6 122 11 114

Other comprehensive income (loss)
Translation adjustments

Change in foreign currency translation of foreign subsidiaries - (15) (5) (24)

Change in foreign currency translation related to net investment hedging activities (9) 4 (1) 19

Income taxes 1 (1) - (3)

Cash flow hedges
Change in fair value of foreign exchange forward contracts (2) 5 3 4

Change in fair value of interest rate swaps (7) (2) (4) (1)

Change in fair value of commodity derivative financial instruments 3 (9) 1 (5)

Income taxes 3 - - (1)

Actuarial loss on post-employment benefit obligations (11) - (25) -

Income taxes 3 - 7 -

Available-for-sale financial assets 1 - - -

Other comprehensive loss (18) (18) (24) (11)

Comprehensive income (loss) including non-controlling interest for the period (12) 104 (13) 103

Comprehensive income (loss) attributable to non-controlling interest  
for the period (1) - (2) -

Comprehensive income (loss) attributable to Shareholders for the period (11) 104 (11) 103

Comprehensive income (loss) attributable to Shareholders:
Continuing operations (11) (5) (9) (12)

Discontinued operations - 109 (2) 115

Comprehensive income (loss) (11) 104 (11) 103

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.
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consolidated statements oF eQuity
For the 6-month period ended June 30, 2012

(in millions of Canadian dollars) (unaudited) Capital stock
Contributed 

surplus
Retained 
earnings

Accumulated 
other  

comprehensive 
loss

Total equity 
attributable to 
Shareholders

Non-controlling 
interest Total equity

Balance—Beginning of period 486 14 615 (86) 1,029 136 1,165

Comprehensive income (loss)
Net earnings (loss) - - 13 - 13 (2) 11

Other comprehensive loss - - (18) (4) (22) (2) (24)

- - (5) (4) (9) (4) (13)

Dividends - - (8) - (8) - (8)

Redemption of common shares (3) 1 - - (2) - (2)

Partial disposal of subsidiary  
to non-controlling interest - - - - - 3 3

Acquisition of non-controlling interest - - 1 - 1 (2) (1)

Balance—End of period 483 15 603 (90) 1,011 133 1,144

For the 6-month period ended June 30, 2011

(in millions of Canadian dollars) (unaudited) Capital stock
Contributed 

surplus
Retained 
earnings

Accumulated 
other  

comprehensive 
loss

Total equity 
attributable to 
Shareholders

Non-controlling 
interest Total equity

Balance—Beginning of period 496 14 576 (37) 1,049 23 1,072

Comprehensive income (loss)
Net earnings - - 114 - 114 - 114

Business acquisition - - - - - 129 129

Other comprehensive loss - - - (11) (11) - (11)

- - 114 (11) 103 129 232

Dividends - - (8) - (8) - (8)

Redemption of common shares (3) (1) - - (4) - (4)

Balance—End of period 493 13 682 (48) 1,140 152 1,292

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.



Financial rePort – unaudited condensed interim consolidated Financial statements   CasCades   43

consolidated statements  
oF casH FloWs

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars) (unaudited) 2012 2011 2012 2011

Operating activities from continuing operations
Net earnings attributable to Shareholders for the period 7 122 13 114

Net loss (earnings) from discontinued operations for the period - (109) 2 (115)

Net earnings (loss) from continuing operations 7 13 15 (1)

Adjustments for
Financing expense 25 26 50 51

Depreciation and amortization 48 47 94 83

Gain on disposals and others - (11) (1) (10)

Impairment charges and restructuring costs 2 - 2 4

Loss (gain) on derivative financial instruments 2 (2) - -

Foreign exchange loss (gain) on long-term debt and financial instruments (5) 5 (7) 10

Provision for (recovery of) income taxes 5 (21) 6 (35)

Share of earnings of associates and joint ventures (2) (2) (4) (10)

Net loss attributable to non-controlling interest (1) - (2) -

Net financing expense paid (35) (34) (50) (51)

Income taxes paid (6) (6) (10) (9)

Others (3) 1 (8) (1)

37 16 85 31

Changes in non-cash working capital components (4) (43) (28) (70)

33 (27) 57 (39)

Investing activities from continuing operations
Investments in associates and joint ventures - - (19) (2)

Purchase of property, plant and equipment (33) (24) (81) (59)

Proceeds on disposal of property, plant and equipment 5 2 10 2

Change in other assets (23) (23) (27) (31)

Cash reserved for business acquisition 14 - - -

Business acquisitions, net of cash acquired (14) (1) (14) (1)

Proceeds on disposals of business, net of cash disposed - 6 - 6

(51) (40) (131) (85)

Financing activities from continuing operations
Bank loans and advances (7) 19 (1) 23

Change in revolving credit facilities 61 (308) 142 (257)

Purchase of senior notes - - (3) -

Payments of other long-term debt (15) (7) (38) (9)

Increase in other long-term debt 1 1 1 1

Redemption of common shares - (3) (2) (4)

Partial disposal of a subsidiary to non-controlling interest 3 - 3 -

Acquisition of non-controlling interest (1) - (1) -

Dividends paid to the Corporation’s Shareholders (4) (4) (8) (8)

38 (302) 93 (254)

Change in cash and cash equivalents during the period from continuing operations 20 (369) 19 (378)

Change in cash and cash equivalents from discontinued operations, including 
proceeds on disposal during the period (2) 377 (2) 390

Net change in cash and cash equivalents during the period 18 8 17 12

Cash and cash equivalents—Beginning of period 11 10 12 6

Cash and cash equivalents—End of period 29 18 29 18

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.
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segmented inFormation
The Corporation analyzes the performance of its operating segments based on their operating income before depreciation and amortization, which is not a measure 
of performance under International Financial Reporting Standards (“IFRS”); however, the chief operating decision-maker (“CODM”) uses this performance measure 
for assessing the operating performance of each reportable segment. Earnings for each segment are prepared on the same basis as those of the Corporation. 
Intersegment operations are recorded on the same basis as sales to third parties, which are at fair market value. The accounting policies of the reportable segments 
are the same as the Corporation’s accounting policies described in its most recent audited consolidated financial statements for the year ended December 31, 2011.

The Corporation’s operating segments are reported in a manner consistent with the internal reporting provided to the CODM. The Chief Executive Officer has authority 
for resource allocation and assessment of the Corporation’s performance and is therefore the CODM.

In 2012, the Corporation changed the structure of its internal organization in a manner that caused the composition of its reportable segment to change. As a 
result, starting January 1, 2012, the Corporation modified its segmented information disclosure and restated prior periods. Containerboard and Boxboard North 
American manufacturing and converting activities are now presented within one segment. Boxboard European activities are reported as a separate segment. 

The Corporation’s operations are managed in four segments: Containerboard, Boxboard Europe, Specialty Products (which constitutes of the Packaging Products  
of the Corporation) and Tissue Papers.

SALES

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars) (unaudited) 2012 2011 2012 2011

Packaging Products
Containerboard 300 333 584 677

Boxboard Europe 208 256 412 318

Specialty Products 209 219 411 421

Intersegment sales (19) (28) (37) (55)

698 780 1,370 1,361

Tissue Papers 255 218 484 417

Intersegment sales and others (9) (7) (19) (13)

Total 944 991 1,835 1,765

OPERATING INCOME (LOSS)  
BEFORE DEPRECIATION AND AMORTIzATION

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars) (unaudited) 2012 2011 2012 2011

Packaging Products
Containerboard 17 22 41 35

Boxboard Europe 9 23 22 27

Specialty Products 15 10 26 17

41 55 89 79

Tissue Papers 38 16 71 26

Corporate (2) (3) (8) (7)

Operating income before depreciation and amortization 77 68 152 98

Depreciation and amortization (48) (47) (94) (83)

Financing expense (25) (26) (50) (51)

Foreign exchange (loss) gain on long-term debt and financial instruments 5 (5) 7 (10)

Share of earnings of associates and joint ventures 2 2 4 10

Profit (loss) before income taxes 11 (8) 19 (36)
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segmented inFormation (continued)
PURCHASE OF PROPERTY, PLANT AND EQUIPMENT

For the 3-month periods ended June 30, For the 6-month periods ended June 30,

(in millions of Canadian dollars) (unaudited) 2012 2011 2012 2011

Packaging Products
Containerboard 17 11 31 19

Boxboard Europe 5 11 10 12

Specialty Products 4 3 7 9

26 25 48 40

Tissue Papers 4 9 12 15

Corporate 2 - 5 2

Total purchases 32 34 65 57

Proceeds on disposal of property, plant and equipment (5) (3) (10) (3)

27 31 55 54

Purchase of property, plant and equipment included in trade and other payables
Beginning of period 10 6 25 18

End of period (9) (15) (9) (15)

Purchase of property, plant and equipment net of proceeds on disposal 28 22 71 57



46   CasCades   Financial rePort − notes to unaudited condensed interim consolidated Financial statements

notes to condensed interim 
consolidated Financial 
statements (unaudited)
For the 3-month and 6-month periods ended June 30, 2012  
(tabular amounts in millions of Canadian dollars)

note 1
general inFormation
Cascades Inc. and its subsidiaries (together “Cascades” or the “Corporation”) produce, convert and market packaging and tissue products composed mainly of 
recycled fibres. Cascades Inc. is incorporated and domiciled in Québec, Canada. The address of its registered office is 404 Marie-Victorin Boulevard, Kingsey Falls. 
Its shares are listed on the Toronto Stock Exchange.

The Board of Directors approved the unaudited condensed interim consolidated financial statements on August 8, 2012.

note 2
summary oF signiFicant accounting Policies
These unaudited condensed interim consolidated financial statements have been prepared in accordance with IFRS as issued by the IASB applicable to the 
preparation of interim financial statements, including IAS 34, Interim Financial Reporting. The unaudited condensed interim consolidated financial statements 
should be read in conjunction with the annual financial statements for the year ended December 31, 2011, which have been prepared in accordance with IFRS 
as issued by the IASB.

The same accounting policies and methods of computation are applied in these unaudited condensed interim consolidated financial statements compared with 
the most recent annual consolidated financial statements for the year ended December 31, 2011, except that taxes on income in the interim periods are accrued 
using the tax rate that would be applicable to expected earnings or loss for each jurisdiction. 

In 2012, the Corporation classifies volume rebates of $18 million as Accounts receivable. As a result of this classification, the Corporation has reclassified volume 
rebates that were previously classified within the line, Provisions for contingencies and charges to the line Accounts receivable for the comparative periods, resulting 
in a reclassification adjustment of $21 million as at December 31, 2011. As at December 31, 2011, the Corporation also reclassified an amount of $18 million 
from deferred income tax liability to deferred income tax assets.
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note 3
accounting estimates and judgments
The preparation of unaudited condensed interim consolidated financial statements requires mangement to make judgements, estimates and assumptions that 
affect the application of accounting policies and reported amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing these unaudited condensed interim consolidated financial statements, the significant judgements made by management in applying the Corporation’s 
accounting policies and the key sources of information were the same as those that applied to the consolidated financial statements for the year ended  
December 31, 2011. 

note 4
discontinued oPerations, imPairment cHarges  
and restructuring costs
DISCONTINUED OPERATIONS

In May 2011, the Corporation completed the sale of Dopaco Inc. and Dopaco Canada Inc. (collectively Dopaco), its converting business for the quick-service restaurant, 
to Reynolds Group Holdings Limited. The Corporation retained liability for certain pending litigation, namely a claim of damages in relation to the contamination of a 
site previously used by Dopaco. In 2012, the Corporation recorded a provision of $2 million (net of related income tax of $1 million) regarding this claim. During the 
second quarter, following the settlement of this claim, the Corporation paid $2 million and we estimate the remaining provision to be sufficient to cover further costs 
related to this claim.

IMPAIRMENT AND RESTRUCTURING COSTS

On April 25, 2012, the Corporation announced the closure of its North York and Peterborough units as well as the OCD plant in Mississauga. These plants are 
part of the Containerboard Group. These closures resulted in the recognition of an onerous contract and severance provisions totalling $4 million and accelerated 
amortization of $1 million due to the revaluation of the remaining useful life and residual value of some equipments in the second quarter. 

During the second quarter, the Corporation also recorded additional impairment charges totalling $1 million on its Containerboard Group Burnaby mill and 
LeGardeur converting plant which were closed in 2011. 
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note 5
Business acQuisition
On April 1, 2012, the Corporation purchased all of the outstanding shares of Bird Packaging Limited (“Bird’’), located in Ontario, for a cash consideration  
of $14 million. Bird’s assets include containerboard converting equipment as well as warehouses located in Guelph, Kitchener and Windsor. This acquisition 
is part of the Containerboard Group. The excess of the consideration paid over the net fair value of the assets acquired and the liabilities assumed resulted in 
non-deductible goodwill of $8 million and has been allocated to the Central Canada containerboard converting plants CGU. This acquisition is expected to create 
synergies in the CGU.

Assets acquired and liabilities assumed were as follows:

BUSINESS SEGMENT:
CONTAINERBOARD 

(in millions of Canadian dollars) (unaudited)
Acquired company:

Bird Packaging Limited

Fair values of identifiable assets acquired and liabilities assumed:
Accounts receivable 5

Inventories 1

Property, plant and equipment 4

Capital-lease assets 7

Client list 4

Goodwill 8

Total assets 29

Trade and other payables (3)

Current portion of long-term debt (1)

Long-term debt (3)

Capital-lease obligation (7)

Deferred income tax liabilities (1)

Net assets acquired 14

Cash paid 14

On a stand-alone basis, the acquisition of Bird since the date of acquisition represents sales amounting to $6 million and net earnings attributable to shareholders 
is nil. Had the acquisition occurred on January 1, 2012, Bird would have contributed to consolidated sales and net earnings attributable to shareholders  
of $12 million and $1 million, respectively, for the 6-month period ended June 30, 2012. These estimates are based on the assumption that the fair value 
adjustments that arose on the date of acquisition would have been the same had the acquisition occurred on January 1, 2012.

The purchase price is subject to normal working capital adjustments and the purchase price allocation is preliminary. The final allocation of the purchase price 
could result in significant changes.
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note 6
long-term deBt

(in millions of Canadian dollars) (unaudited) Maturity
June 30,

2012
December 31,

2011

Revolving credit facility, weighted average interest rate of 3,20% as at June 30, 2012, consists of $319 million; 
US$50 million and €42 million (December 31, 2011—$196 million; US$42 million and €33 million) 2015 423 282

7.25% Unsecured senior notes of US$9 million 2013 9 9

6.75% Unsecured senior notes of US$6 million (US$9 million at December 31, 2011) 2013 6 9

7.75% Unsecured senior notes of $200 million 2016 198 198

7.75% Unsecured senior notes of US$500 million 2017 504 503

7.875% Unsecured senior notes of US$250 million 2020 251 251

Other debts of subsidiaries 50 61

Other debts without recourse to the Corporation 99 112

1,540 1,425

Less: Unamortized financing costs 16 18

Total long-term debt 1,524 1,407

Less:

Current portion of 7.25% Unsecured senior notes 9 –

Current portion of 6.75% Unsecured senior notes 6 –

Current portion of debts of subsidiaries 17 12

Current portion of debts without recourse to the Corporation 31 37

63 49

1,461 1,358

On March 1, 2012, the Corporation repurchased US$3 million of its 6.75% unsecured senior notes for an amount of US$3 million ($3 million). No gain or loss 
resulted from this transaction.

During the second quarter, the Corporation granted a US$15 million ($15 million) bridge loan to Greenpac Holding LLC (Greenpac Project). The loan will mature 
no later than 2021 and bears interest ranging from 7.5% to 12% depending on the stage of completion of the Project. However, we expect the loan to be repaid 
over the next 4 years through secured tax credit to be received by Members of the project and operational cashflows. The loan is included in Other Assets on the 
consolidated balance sheet. The Corporation also granted US$18 million ($18 million) in letters of credit regarding the Greenpac Project during the second quarter.

note 7
contingency
The Corporation is currently in discussions with representatives of the Ontario Ministry of the environment (MOE)–Northern Region, regarding its potential responsibility 
for an environmental impact identified at its former Thunder Bay facility (”Thunder Bay”) which was sold in 2007 to Thunder Bay Fine Papers Inc. (“Fine Papers”). 
The MOE has requested that the Corporation together with the former owner Fine Papers and the current owner Superior Fine Papers Inc. (“Superior”) submit a 
closure plan for the Waste Disposal Site and a decommissioning plan for the closure and long-term monitoring for the Sewage Works (the “Plans”). The Corporation 
recognizes that where as a result of past events, there may be an outflow of resources embodying future economic benefits in settlement of a possible obligation. 
However, it is not possible at this time to estimate the Corporation’s obligation since Superior has not submitted the Plans and related costs to allow the Corporation 
to perform an evaluation nor does the Corporation have access to the site. As well, the Corporation is unable to ascertain the value of the assets remaining on its 
former site. The Corporation is pursuing all available legal remedies to resolve the situation.
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