
 
 

         
 
 
 

NEWS RELEASE 
 

CHEMTRADE LOGISTICS ANNOUNCES ACQUISITION, INCREASE IN 
DISTRIBUTIONS, NEW BANK FACILITIES AND EQUITY OFFERING 

TORONTO, August 2, 2005 /CNW/ - Chemtrade Logistics Income Fund (TSX: CHE.UN) 
(“Chemtrade”) announced today that it has purchased all the outstanding equity interests of 
Peak Chemical, LLC (“Peak Chemical”) and all of the outstanding voting equity interests of 
Peak Sulfur, Inc. (“Peak Sulfur” and together with Peak Chemical, “Peak”).  Chemtrade has 
the right and intends to purchase the balance of the Peak Sulfur equity (being non-voting 
common stock) before the end of 2005.  The aggregate purchase price was US$166.75 
million, which was comprised of US$21.75 million for Peak Chemical and US$145 million 
for Peak Sulfur (which includes US$15.6 million to fund the purchase price of the non-voting 
common stock to be acquired in December 2005). 

Chemtrade’s management believes that the Peak acquisition fits its strategic growth criteria 
and business model.  The acquisition fits Chemtrade’s business model of owning and 
operating businesses which can deliver stable sustainable cash flow.  From a strategic 
perspective, the acquisition of Peak Sulfur permits Chemtrade to extend its sulphuric acid 
business into geographic areas that it does not currently serve, and to diversify its end use 
customer base.  Further, the contractual nature of the Peak Sulfur business adds high quality 
earnings to Chemtrade’s portfolio.  The acquisition of Peak Chemical provides an entry into 
a highly concentrated producer market and diversifies Chemtrade’s business by adding a new 
chemical that is supplied to the lubricants industry, a market sector that Chemtrade has not 
historically served. 

For the six months ended June 30, 2005 Peak generated revenue of approximately US$37.3 
million and EBITDA (before synergies) of US$9.8 million.  

On a pro forma basis, EBITDA for this six-month period was US$11.9 million. On a pro 
forma basis, for the six months ended June 30, 2005, the Peak acquisition would have 
increased Chemtrade’s basic distributable cash available by approximately 8 % to $0.92 per 
unit, from $0.85 per unit without the Peak acquisition.   

Following closing of the Peak acquisition, Chemtrade intends to increase its monthly 
distributions such that, in the aggregate, its annualized distribution rate is increased by $0.04 
per unit.  This would result in an anticipated distribution rate of $1.84 per unit on an annual 
basis.  Consistent with its distribution policy, Chemtrade will improve the stability of its 
distributions to unitholders by increasing the holdback of distributable cash post closing of 
the acquisition and only increase the distribution rate further when it is determined to be 
appropriate. 



 - 2 - 
 

 
 

As a consequence of the Peak acquisition, the exposure of Chemtrade to foreign exchange 
risk is increased given the majority of the revenues of Peak are denominated in US dollars.  
In addition to the Fund’s existing currency hedge arrangements, the Fund intends to enter 
into certain additional currency hedge contracts resulting in the Fund being able to exchange 
US dollars for Canadian dollars for approximately 80% of the US dollars earned by Peak that 
Chemtrade expects to repatriate to Canada.  These hedge arrangements are intended to ensure 
that the Fund’s distributions will be protected from currency fluctuations to mid 2008. 

About Peak 

Peak Sulfur produces, markets and distributes regenerated sulphuric acid (“regen”), 
commercial grade sulphuric acid and ultra-pure sulphuric acid.  Peak Sulfur has a significant 
market share of the regen acid business in the U.S. Gulf Coast area, is the only regen facility 
in the U.S. Rocky Mountain area and one of five producers of ultra pure sulphuric acid.  Peak 
Sulfur supplies a number of industries with an emphasis on supplying regen to the oil 
refinery industry. For the six months ended June 30, 2005, Peak Sulfur had sales of US$27.9 
million and EBITDA of US$8.6 million. 

Peak Chemical is one of two North American producers of phosphorus pentasulphide (P2S5), 
which is used in lubricating oil and grease additives in a number of end applications in 
particular to prevent wear in automotive engines.  For the six months ended June 30, 2005 
Peak Chemical has sales of US$9.4 million and EBITDA of US$1.2 million. 

Mark Davis, President and Chief Executive Officer of Chemtrade, said the acquisition is an 
excellent addition to Chemtrade and is consistent with its business model.  “Both businesses 
fit our business model and strategic growth criteria. The acquisitions are within our core 
competencies of industrial chemicals, diversify our customer industries, and expand both our 
geographic reach and portfolio of products.  From a business model perspective both 
businesses contain characteristics that mitigate typical commodity risks and produce 
sustainable stable earnings.  Peak Sulfur derives most of its earnings from long term regen 
contracts that adjust pricing to changes in the main raw material inputs and Peak Chemical 
participates in a very consolidated producer market.  We are very pleased to be able to add 
further scope, scale and diversification to our business and continue to strengthen our 
Chemtrade team with the fine employees within the Peak organizations.” 

The Peak businesses have operations in Tulsa, Oklahoma; Riverton, Wyoming; Beaumont, 
Texas; Shreveport, Louisiana; and Lawrence, Kansas.  Peak also has terminals in Kansas 
City, Kansas and Ottumwa, Iowa. 

Increasing Distributions per Unit 

Mr. Davis said that, “Since our IPO in July 2001, Chemtrade’s distribution policy has 
allowed us to plan for the future while still increasing annual distributions by approximately 
22%.  Consistent with our past practice, we are pleased to announce our plan to increase our 
monthly distributions by a third of a cent per unit to $0.1133 per unit effective with our 
August distribution.  This results in an increase in the annual distribution rate by $0.04 to 
$1.84 per unit.  We expect the Peak business to contribute substantially more than this initial 
increase in our distribution, thus reducing our payout ratio to historic levels.” 
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Credit Facilities 

In connection with the acquisition Chemtrade has entered into a credit agreement with the 
Toronto-Dominion Bank and the Bank of Nova Scotia (and certain US affiliates of those 
banks) providing for senior credit facilities in the aggregate amount of approximately $360 
million (the “Credit Facility”) as follows: (i) approximately $180 million, representing a 4-
year term loan, approximately $110 million of which was used to repay in full Chemtrade’s 
existing senior term and operating credit facilities, and approximately $70 million of which 
was used to fund a portion of the purchase price paid by Chemtrade for Peak, (ii) $150 
million bridge term loan used to fund a portion of the purchase price paid by Chemtrade for 
Peak pending closing of the equity offering described below, and (iii) approximately $30 
million revolving credit facilities for operating purposes, which is currently undrawn. 
Chemtrade anticipates that a portion of the Credit Facility will be syndicated to other banks 
or financial institutions. 

Equity Offering 

In connection with the acquisition, Chemtrade has agreed to sell and a syndicate of 
underwriters co-led by TD Securities Inc. and Scotia Capital Inc. has agreed to buy 9,968,000 
units, at $15.55 per unit for gross proceeds of approximately $155 million. The offering of 
units is expected to close on August 17, 2005.  The net proceeds of the offering will be used 
to substantially repay the $150 million bridge term loan used to fund a portion of the 
purchase price for Peak. 

The securities offered have not been registered under the U.S. Securities Act of 1933, as 
amended, and may not be offered or sold in the United States absent registration or an 
applicable exemption from the registration requirements. This press release shall not 
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of 
the securities in any State in which such offer, solicitation or sale would be unlawful. 

About Chemtrade 

Chemtrade operates diversified businesses that provide industrial chemicals and services to 
customers in North America and around the world.  Through marketing services agreements 
and its own production facilities, Chemtrade is one of the world’s largest suppliers of 
sulphuric acid, liquid sulphur dioxide and sodium hydrosulphite.  Chemtrade is also a leading 
regional supplier of sodium chlorate and elemental sulphur. 

The statements contained in this news release that are forward-looking are based on current 
expectations, and are subject to a number of uncertainties and risks, and actual results may 
differ materially.  These uncertainties and risks include, but are not limited to: the 
dependence on certain key suppliers, competitive pressures and changes in market activity, 
risks associated with international operations and foreign exchange, environmental, health 
and safety, other regulatory requirements and legal proceedings. In particular, Chemtrade is 
party to a non-competition agreement, the counter party to which has advised it would view 
the Peak Acquisition to be a breach of such agreement. Chemtrade has received legal advice 
that such agreement is likely unenforceable.  Further information can be found in the 
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disclosure documents filed by Chemtrade Logistics Income Fund with the securities 
regulatory authorities, available at www.sedar.com. 

Conference Call and Webcast 

A conference call to discuss the announcement will be webcast live on 
www.chemtradelogistics.com and www.newswire.ca/webcast on August 2, 2005 at 4:30 p.m. 

* * * * 
 
For further information: 
 
Mark Davis Victor Wells 
President and CEO    Vice-President, Finance and CFO 
 
Tel: (416) 496-4176    Tel: (416) 496-4177 

 


