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Letter to Shareholders on Takeover Offer 

 
Auckland, 14 April, 2004 – Attached is the final form of the letter to shareholders on 
the Partial Takeover Offer from Rubicon Forests Limited. 
 
13 April 2004 
 
Dear Shareholder, 
 
Rubicon’s intention to make a conditional partial takeover offer 
 
On 8 April, Tenon Limited received notice (“Notice”) from Rubicon Forests Limited 
(“Rubicon”) of its intention to make a conditional Partial Takeover Offer to increase 
its interest in the Company to 50.01% by acquiring further shares at a price of 
NZ$1.85 per share. Rubicon already owns 19.997% of the Company’s shares. 
 
Tenon’s Independent Directors will consider the intended Partial Takeover Offer. 
Tenon Directors Michael Andrews and Luke Moriarty, respectively chairman and 
chief executive of Rubicon, will not participate in this process. 
 
Shareholders should take no action in relation to the Notice 
 
Shareholders are strongly advised not to take any action in relation to the Notice 
from Rubicon until the Independent Directors of Tenon complete an assessment of 
the actual offer from Rubicon and have provided shareholders with a formal 
recommendation and a report on the merits of the offer from an Independent 
Advisor. 
 
The Independent Directors’ objective in considering the Notice and any subsequent 
formal offer to shareholders is to ensure that shareholder value is maximised. 
 

http://www.tenon.co.nz/


The offer is only marginally above Tenon’s closing share price 
 
Shareholders should note that the price of NZ$1.85 offers no takeover premium and 
is only marginally above Thursday’s closing prices of NZ$1.82 (ordinary shares) and 
NZ$1.80 (preference shares), immediately before Rubicon notified the Company and 
the market of its intentions. 
 
Tenon’s new management team is creating value 
 
Already this year, the new management team of Tenon has: 
 
•  Achieved agreement for the sale of the company’s forest estate for a price 50% 

above the implied value attributed to the forests by the market; 
 
•  Returned a significant amount of capital to shareholders (with up to a further 

NZ$1.15 per share to come); 
 
•  Substantially achieved the previously announced targeted reduction in shared 

services overheads of NZ$13 million; 
 
•  Increased its investment in the high value distribution chain by acquiring a 

majority shareholding in US-based Empire Group and a cornerstone shareholding 
in the European furniture company Zenia House; 

 
•  Agreed terms for settling the contractual dispute with major pulp-wood customers, 

Carter Holt Harvey and Norske Skog, that related to historical contractual 
obligations; and 

 
•  Announced last Thursday that net profit from continuing activities for the current 

year was expected to be NZ$32 million, over 50% higher than expectations at the 
start of the year. 

 
These initiatives have resulted in Tenon’s share price rising by approximately 18% 
since the start of the year, out performing the benchmark NZSX50 gross index by 
over 11%. 
 
Rubicon has not taken account of the latest profit projections 
 
In its Takeover Notice, Rubicon stated that its intended offer is in the middle of the 
valuation range of NZ$1.75 to NZ$1.95 per share referred to by Tenon in its letter to 
shareholders in January 2004 and in a presentation to investors in March 2004. This 
valuation range was based on management’s previous profit expectations and does 
not take into account the new projections for earnings for the current year.  
Applying the same calculation used in January and March to the latest profit 
forecast gives a valuation range of NZ$2.06 to NZ$2.32 per share. 
 
Rubicon is not offering a takeover premium 
 
Shareholders should expect any bidder to offer a takeover premium to secure 
control particularly when shareholders are not being offered the opportunity to exit 
their entire shareholding but instead to become minority shareholders in a company 



controlled by a third party. For example, last week Rural Portfolio Investments 
offered shareholders in Wrightson a 21% premium for a similar partial offer to 
acquire a 50.01% shareholding. The valuations described in the previous paragraph 
do not include any takeover 
premium. 
 
Shareholders should beware of comparisons to previous share prices 
 
It is also very important for shareholders to note that the impact of the recent capital 
return and the one-for-two share consolidation makes it very difficult, and potentially 
misleading, to compare Tenon’s share price now to earlier prices. 
 
For example, a shareholder who owned two Tenon shares previously will have 
received 62.5c in cash for each old Tenon share and one new Tenon share. This 
means that Rubicon’s proposed offer of NZ$1.85 for each new Tenon share equates 
to an offer of only NZ$1.55 for each old Tenon share, ie. before the capital return 
and share consolidation. 
 
Shareholders should take no action in relation to the Notice 
 
The Company’s share price has responded positively to the strides made in selling 
forestry assets, returning surplus capital and focusing on the more profitable wood 
products manufacturing, marketing and distribution activities. 
 
However, the Independent Directors believe that the market is yet to fully appreciate 
the full extent of the value that is being created in the Company, and its strong 
growth prospects. 
 
The recommendation of the Independent Directors and the report of the Independent 
Advisor will be mailed to you on or within 14 days after the receipt of a formal offer 
from Rubicon (expected between 22 April and 8 May 2004). In the meantime, the 
Company will continue to keep you informed of any significant developments, which 
will be posted on the Company’s website www.tenon.co.nz as they become 
available. 
 
In the interim, we emphasise our strong advice that you do not take any action 
in relation to the Notice until you receive the recommendation from the 
Independent Directors. 
 
Yours sincerely, 

 
Sir Dryden Spring 
Chairman 
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