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INCOME STATEMENT
for year ended 31st December 2012

Note Year ended Year ended
31st December 2012 31st December 2011

Continuing operations
Sales of services 29 37 209 26 032
Interest income 29 25841 27 639
Dividend income 29 47 852 13 527
Revenues 11 110 902 67 198
Cost of sales - -
Gross profit (loss) 110902 67 198
Other operating income 121 262 235
Selling costs 125 (1387) -
Administrative expenses 125 (26 931) (28 948)
Other operating costs 12.2 (47 062) (425)
Operating profit (loss) 35784 38 060
Financial income 12.3 1021 8128
Financial costs 12.4 (23 277) (18 882)
Profit (loss) before tax 13528 27 305
Income tax 131 1) -
Profit (loss) from continuing operations 13529 27 305
Discontinued operation - -
Profit (loss) from discontinued operation - -
Profit (loss) for the perioc 13 52¢ 27 30¢
Earnings per share (in PLN):

- basic from the profit (loss) for the period 14 0,24 0,49

- basic from the profit (loss) from continuingerations 0,24 0,49

- diluted from the profit (loss) for the period 14 0,24 0,49

- diluted from the profit (loss) from continuiog erations 0,24 0,49

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31st December 2012

Note Year ende: Year ende
31st December 2012 31st December 2011
Profit (loss) for the period 13529 27 305
Forelgr.1 currency translation differences for fame 292 (46) a1
operation
Other comprehensive income (46) (12)
Total comprehensive income for the period 13574 27 294

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
6
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STATEMENT OF BALANCE SHEET

as on 31st December 2012

As at As at
Note 31st December 2012  31st December 2011
ASSETS
Non - current assets
Fixed assets 16 316 376
Intangible fixed assets 17 1327 1328
Investments in subsidiaries 18.1 1021 820 615 310
Other financial assets 18.2 0 289 108
Other non-financial assets 18.3 846 1711
1024 309 907 832
Current assets
Trade and other receivables 20 29790 17 095
Income tax receivables 1822 364
Other current financial assets 18.2 26 476 68 941
Other current non-financial assets 18.3 764 882
Cash and cash equivalents 21 30 356 23760
89 208 111 042
TOTAL ASSETS 1113517 1018 874
EQUITY
Share capital 22.1 55 404 554 035
Share premium account 22.3 580 878 80 062
Other reserve capital 22.4 200 407 120 276
Translation reserve 22.2 40 -6
Retained earnings 13471 25 820
Total equity 850 198 780 188
Non-current liabilities
Borrowings, loans and bonds 25 128 300 199 814
Provisions 26 827 1892
Deferred tax liabilities 13.3 1 1
Accrued expenses and prepaid income 27.2 1974 0
131 102 201 707
Current liabilities
Borrowings, loans and bonds 25 98 260 28 735
Trade payables 27.1 29 037 1918
Other current liabilities 27.1 1 68( 3 60(
Accrued expenses and prepaid income 27.2 3239 2727
132 216 36 980
TOTAL LIABILITIES 263 318 238 687
TOTAL EQUITY AND LIABILITIES 1113516 1018 874

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
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STATEMENT OF CASH FLOWS
for the year ended 31st December 2012

Year ende: Year ende:
Note 31st December 201231st December 2011
(audited) (audited)
Cash flows from operating activities
Profit (loss) before tax 13 528 27 305
Adjustments for:
Depreciation 12.6 111 137
Net foreign exchange differences 51 (27)
Impairment of non-current assets 10 000
Net interests and dividends 17 935 13 383
Gain (loss) from investing activities - (29)
Change in trade and other receivables
(13 861) 7 659
Change in inventory - 51
Change in trade and other payables (except footdmgs,
loans and bonds) 25 199 345
Change in accruals and prepayments 2603 205
Change in provisions (1 065) 1267
Income tax (1 456) (169)
Loans granted 156 309 (51 601)
Net cash used in operating activities 209 353 (1 443)
Cash flows from investing activities
Proceeds from sales of property, plant and equipment and intangible assets 102
Purchase of property, plant and equipment and intangible assets (56) (42)
Increse of shares in subsidiaries (27 922)
Acquisation of sahes in subsidiary (15 063)
Net cash from investing activities (43 040) 59

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
8
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STATEMENT OF CASH FLOWS
for the year ended 31st December 2012 — continued

Year ende Year ende
31st December 201231st December 2011
Note
(audited) (audited)

Cash flow from financing activities
Repay ment of loans (128 100) (66 000)
Issue of bonds - 80 000
Dividends paid (9 973) -
Interest paid (21 645) (13 383)
Other - (842)
Net cash from financing activities (159 718) (225)
Cash and cash equivalents at the beginning of theepod 21 23760 25 368
Net increase (decrease) in cash and cash equivalent 6 596 (1 608)
Cash and cash equivalents at the end of the period 21 30 356 23760

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@ecial statements
9
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STATEMENT OF CHANGES IN EQUITY

for the year ended 31st December 2012

Share Share Translatior ~ Other reserv

Note capital premium reserve capital  Retained earnings Total equity
As on 1st January 2012 554 035 80 062 (6) 120 276 25 820 780 188
Profit (loss) for the period - - - - 13529 13529
Other comprehensive income for the period 22.2 - - 46 - - 46
Total comprehensive income - - 46 - 13529 13574
Issue of shares - - - 64 983 - 64 983
Change of shares nominal value 22.11 (498 632) 498 632 - - - -
Profit distribution - 2184 - 15 148 (27 305) (9973)
Payments within the tax group - - - - 1427 1427
As on 31st December 2012 55 404 580 878 40 200 407 13471 850 198

Accounting policies and additional notes includedoages from 12 to 63 are an integral part of tfiesecial statements
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For the year ended 31st December 2011

Share Share Translatior ~ Other reserv

Note capital premium reserve capital  Retained earnings Total equity
As on 1st January 2011 554 035 72 289 5 30914) 97 135 754 378
Profit (loss) for the period - - - - 27 305 27 305
Other comprehensive income for the period - 2 (12) 2) - (12)
Total comprehensive income - 2 (12) 2) 27 305 27 293
Profit distribution - 7771 - 89 364 (97 135) -
Payments within the tax group - - - - (1 485) (1 485)
As on 31st December 2011 554 035 80 062 (6) 120 276 25 820 780 188

Accounting policies and additional notes includedobages from 12 to 63 are an integral part of tfies@cial statements
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ACCOUNTING POLICIES AND ADDITIONAL NOTES

1. Corporate information

The financial statements of the Arctic Paper S.Aecothe year ended 31st December 2012 and contain
comparative data for the year ended 31st Decentifet. 2

Arctic Paper S.A. (,Company” ,Entity”) was incorpated on the basis of a Notarial Deed dated 30thl Apr
2008, that has publicly traded shares.

The seat of the Company is located in Pdzoh Jana Henryka dbrowskiego 334A. .

The Company is entered in the Register of Entrearenkept by the District Court in Pozina Nowe Miasto i
Wilda, 8th Commercial Department of the National@dregister, Entry No. KRS0000306944.

The Company was granted statistical REGON numb@2@63255.
The Company has an unlimited period of operation.

The main area of the Company’s business activitiiokling activity for the benefit of Arctic Paperafital
Group.

The direct parent company of Arctic Paper S.A.1isbfuk AB (formerly Arctic Paper AB). The ultimaparent
company of the whole Arctic Paper Group is Cassanfiinancials S.A.

2. Identification of consolidated financial statements

The Company prepared consolidated financial statésrier the year ended 31st December 2012, whish ha
been approved for publishing on 30th April 2013.

3.  Composition of the Management Board

As on 31st December 2012, the Management BoatteoEbmpany consisted of:

«  Michat Jarczyiski — President of the Management Board appointe80oh April 2008;

«  Michat Bartkowiak — Member of the Management Boapgointed on 17th September 2009.
+ Jacek té - Member of the Management Board appointed on 2ptiil 2011.

«  Per Skoglund - Member of the Management Board appgadion 27th April 2011.

«  Wolfgang Libbert - Member of the Management Boagmpoénted on 5th April 2012

On 20th January 2012 Mr. Hans Karlander filed agresion from being a Member of the Management Boar
effective on 31st March 2012. On 5th June 2012,Gbepany’s Supervisory Board appointed Mr. Wolfgang
Libbert as a Member of the Management Board ofié\Raper S.A.

From 31st December 2012 to the date of publishiripe hereby standalone financial statements nagdmin
composition of the Management Board occurred.

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfiesecial statements
12
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4.  Approval of the financial statements

These financial statements were approved for phiblisby the Management Board on 30th April 2013.

5. Company’s investments

The Company has investments in the following subsigs:

Share in capital

Entity Registered office Busines activities

31.12.2012 31.12.2011
Arctic Paper Kostrzyn S.A. Poland, Kostrzyn nad ) &iabrycznal Paper production 100% 100%
Arctic Paper Munkedals AB Sweden, SE 455 81 Munkedal Paper production 100% 100%

Great Britain, Quadrant House, 47
Croydon Road, Caterham, Surrey

Latvia, K. Vardemara iela 33-20, Riga LV-

Arctic Paper UK Limited Trading services 100% 100%

SIA Arctic Paper Baltic States 1010 Trading services 100% 100%

Arctic Paper Benelux S.A. Belgum, Dreve des Marroniers 28, 1410Trading services 100% 100%
Waterloo

Arctic Paper Schweiz AG ;‘:Jv:z: rland, Technoparkstrasse 1, 8005Trading services 100% 100%

Arctic Paper Italia srl Italy, Milano — Via R. Bosdoh 14 Trading services 100% 100%

. . Ireland, 4 Rosemount Park Road, Dubli . )

Arctic Paper Ireland Limited 11 nTradlng services 100% 100%

Arctic Paper Danmark A/S Denmark, Jydekrogen 18, DK-2625 Trading services 100% 100%
Vallensbaek

Arctic Paper France SAS France, 43. rue de la Breche aux Loups, Trading services 100% 100%
75012 Paris

Arctic Paper Espana SL Spain, Avenida Diagonal 472-474, 9-1 Trading services 100% 100%
Barcelona

. . Austria, Hainborgerstrasse 34A, A-1030 . .

Arctic Paper Papierhandels GmbHWien g Trading services 100% 100%

Arctic Paper Polska Sp. z o.0. Poland, Biskupia/88rsaw Trading services 100% 100%

Arctic Paper Norge AS Norway, Per Kroghsvei 4, Oslo rading services 100% 100%

Arctic Paper Sverige AB Sweden, Kurodsvagen 9, 45U8devalla Trading services 100% 100%

Arctic Paper East Sp. z 0.0. Poland, Kostrzyn nach@hbrycznal Trading services 100% 100%

Arctic Paper Investment GmbH * Germany, Fabrikstrasse 62, DE-882, 84Holding company 99,80% 100%
Wolpertswende

Arctic Paper Investment AB ** Sweden, Box 383, 4GL@06teborg Holding company 100% 100%

Rottneros AB Sweden, 107 24 Stockholm Pulp production 39,66% -

As on 31st December 2012 and 31st December 20&Ipdtcentage of voting rights held by the Compamy i
subsidiaries corresponds to the percentage heleiahare capital of those entities.

On 18th October 2012, Arctic Paper S.A. sold totiarRaper Kostrzyn S.A. one share in Arctic Papgestment
GmbH decreasing its involvement in the company .By0

Accounting policies and additional notes includedobages from 12 to 63 are an integral part of tfies@cial statements
13
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On 20th December 2012, Arctic Paper S.A. purch@866% of shares in Rottneros AB, a company listed
NASDAQ OMX stock exchange in Stockholm, Sweden.tiRwbs AB owns 100% of shares in two pulp mills
located in Sweden: Rottneros Bruk AB and VallvikailBBAB, as well as in an office dealing in pulp ghases,
SIA Rottneros Baltic, seated in Latvia, and in anpany producing food packaging — Rottneros Packagis,
seated in Sweden.

Due to free float of the rest Rottneros AB shardimg and the lack of legal limitations, Arctic Paf@A. is

actually able to appoint management staff of RotsAB and influence the operating and financidivaes of

Rottneros Group, as well as conducting the busiaetbgties which have impact on the return onith@lvement
in Rottneros Group. Thereby, applying IFRS 10 Cbdated financial statements, together with IFRSJbint

arrangements and IFRS Disclosures of InterestghierCEntities, Arctic Paper S.A. on 20th Decemb@t2took
actual control over Rottneros Group and settlectigiisition using fair values of assets and litédxl of Rottneros
Group as on 31st December 2012 assuming it doesaiatrially differ from the data as on 20th Decenf#l 2.

More information regarding preliminary settlemefitRottneros AB shares acquisition and further pasels of
shares in 2013 is presented respectively in n®emn@ 46 to the hereby interim condensed consetidfittancial
statements

6.  Significant professional judgment and estimates

In the process of applying the Group’s accountialicpes regarding areas presented below, the nigsifisant
effect, apart from accounting estimations, hadpttegessional judgment of the management.

Deferred tax asset

Due to the uncertainty regarding utilization inug periods of tax losses recorded in years 2002-2the
Management Board decided not to create deferrecasart for this purpose. Furthermore, the Managemen
Board decided not to create deferred tax assettf@r temporary differences.

Impairment of assets in subsidiaries

The Management Board of Arctic Paper S.A. condudtgdiled analysis of the impact of global econoanisis

on the Company’s operating results and resulth@fcompanies within the capital group. During tanalysis
indicators of partial impairment of fixed assets dobsidiary Arctic Paper Mochenwangen GmbH were
identified.

As on 31st December 2012 the Group performed impait test of tangible and intangible assets inptqaer
mill Arctic Paper Mochenwangen, of which 94.9% béres belongs to Arctic Paper Investment GmbH.

The performance of the test in Arctic Paper Mochemyen was connected with achieving by the millvaelo
result than expected by the management of the Grobjs was influenced by market conditions such as
increase of raw materials prices, strengtheningcompetition in the segment of paper produced by
Mochenwangen mill.

In respect of the above, a decision had been nmagerform a test on impairment using discountedh ¢lmsvs
method. The performed test resulted in value loksthe Company’'s assets invested in Arctic Paper
Mochenwangen GmbH and in creating an allowancénergtounds of impairment to the amount of PLN 38,05
thousand. The allowance value was recognized iratheunt of PLN 1,300 thousand as a decrease aoEsite
income and in the amount of PLN 35,758 thousaruttzer operating costs.

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfiesecial statements
14
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Impairment of intangible assets

In accordance with IAS 36 the Company, on a regodais, performs analysis of indications of impa&ntin
acquired from Trebruk AB in 2009 trademarks andeoacyear the Company performs impairment test with
regards to the trademarks. In this case no amtdizaharges are made as required by IAS 38 whasgs dhot
allow to amortize the intangibles with indefinitesaful life. As on the balance sheet date the Compan
performed impairment test of the corporate Arcta@& trademark. This analysis revealed that thretrark is
not impaired. The next impairment test is planradsflst December 2013.

The Company also performed an impairment testhferttademark obtained with the acquisition of Ar®aper
Grycksbo as on 31 December 2012. This analysisatede¢he necessity to perform an impairment all@mean

the amount of PLN 22,834 thousand. The test forainmpent of trademark was performed at Arctic Paper
Grycksbo level, while treating the company as glsicash flows generating unit.

The next impairment test is planned for 31st Decamn2i013.

7. Basis of preparation of financial statements

The financial statements have been prepared ostarical cost basis.

These financial statements are presented in Palily (“PLN”) and all values are rounded to the msa
thousand (PLN ‘000) except when otherwise indicated

The financial statements have been prepared orassamption that the Company will continue as going
concerns in the foreseeable future.

As at the date of approval of these financial statets, the Company’s Management Board is not aokaay
facts or circumstances that would indicate a thi@#te continued activity of the Company.

7.1. Statement of compliance

These financial statements are prepared in accoedavith International Financial Reporting Standards
(“IFRS”), as well as with IFRSs endorsed by the dpgran Union. At the balance sheet date, in lighthef
current process of IFRS endorsement in the Europedon and the nature of the Company’s activittesye is

no difference between the IFRSs applied by the Gmyand the IFRSs endorsed by the European Union.

IFRSs comprise standards and interpretations agdepy the International Accounting Standards Board
(“IASB”) and the International Financial Reportihgerpretations Committee (“IFRIC").

7.2. Functional currency and presentation currency

Functional currency and presentation currency ef @ompany in these financial statements is Polisty z
(PLN).

8.  Changes in accounting policies

The accounting policies adopted in the preparatiotine interim condensed half-yearly financial staénts are
consistent with those followed in the preparatibmhe Group's annual consolidated financial statéméor the
year ended 31st December 2011, except for apgicati changes in standards and new interpretabording

for yearly periods beginning on 1st January 2012;

« Changes to IFRS 7 Financial Instruments: Disclasuransfers of financial assets - applicable fary
periods beginning on 1st July 2011 or later. Thepédn of these changes did not have an impachen t
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financial position or performance of the Groupparthe scope of information presented in the Coryigan

financial statements.

Moreover, the Group decided to early (starting snJanuary 2012) adopt the following standard®immiance
with transition guidance:

+ IFRS 10 Consolidated financial statements - appleetdo annual periods beginning on or after 1sudan
2013 - in EU applicable to annual periods beginmindater than 1st January 2014 or later,

Pursuant to IFRS 10 the Group applies the amendgittbn of control over entity, consisting in tladility or
the ownership of rights to influence the returns tbe involvement in the entity and the possibiditief
exercising these rights to influence the returrtlmninvolvement. The adoption of IFRS 10 did naissany
changes in comparative data of the consolidatexhiial statements for the year ended 31st Decehtlde.

+ IFRS 11 Joint arrangements - applicable to annedbgs beginning on or after 1st January 2013Elh
applicable to annual periods beginning no laten thst January 2014 or later.

Pursuant to IFRS 11, the shares in joint arrangésrae evaluated at ownership rights.

The adoption of IFRS 11 did not cause any changesinparative data in comparative data of the dateted
financial statements for the year ended 31st Deee2®12.

- IFRS 12 Disclosure of Interests in Other Entitiesffective for financial years beginning on or affest
January 2013 - in EU effective at the latest foaficial years beginning on or after 1st January201

Pursuant to IFRS 12, the Group set out, based afiegsional judgment and estimation, the conditimarsed on
which it recognized its control over the entitieddnging to the Capital Group. As for the entitieat had been
consolidated before, no premises were found thatldvindicate the possibility of different recogoiti of
subsidiaries compared to the one that had beeiedppit the same time, the Group does not owniestivhich
would have not been consolidated therefore doedinolbse such information. The adoption of IFRSdi2not
cause any changes in comparative data.

« |AS 27 Separate Financial Statements - effectivdifiancial years beginning on or after 1 Janud@$2-
in EU effective at the latest for financial yeaegmning on or after 1 January 2014,

Pursuant to IAS 27, the Group has changed thecagtigih of standard for standalone and consolidtbedhcial
statements. The application of the standard didcaoise the necessity to change the data presenttiieb
entities within the Group.

The adoption of IAS 27 did not cause any changemparative data of the consolidated financidkestents

for the year ended 31st December 2012.

« IAS 28 Investments in Associates and Joint Ventureffective for financial years beginning on oteafl
January 2013 - in EU effective at the latest foaficial years beginning on or after 1 January 2014,

Pursuant to IAS 28, the Group applied it for thatarrangements described in the latter part @fréport.

The adoption of IAS 28 did not cause any changeimparative data of the consolidated financiakestents

for the year ended 31st December 2012.

« Changes to IFRS 10, IFRS 11 and IFRS 12 Trans@ioidance - effective for financial years beginnarg
or after 1 January 2013.
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Pursuant to transition guidance, the Group appjiéetly IFRS 10, IFRS 11, IFRS 12, IAS 23eparate
Financial Statementand IAS 28 (updated in 2011).

The adoption of transition guidance did not causge ghanges in comparative data of the consolidftaahcial
statements for the year ended 31st December 2012.

The Company and the Arctic Paper Group has noy edidpted any other standard, interpretation omaiment
that was issued but is not yet effective.

9.

Amendments to existing standards and new regulatian

The following standards and interpretations weseésl by the IASB or IFRIC but are not yet effective

The first phase of IFRS 9 Financial InstrumentsasSification and Measurement — effective for finahc
years beginning on or after 1st January 2015 —emadibrsed by EU till the date of approval of these
financial statements. In subsequent phases, th& Mi8 address hedge accounting and impairment. The
application of the first phase of IFRS 9 will hawgpact on classification and measurement of thenfmal
assets of the Group. The Group will quantify thieefin conjunction with the other phases, whenesls

to present a comprehensive picture,

Amendments to IAS 19 Employee Benefits - effecfivefinancial years beginning on or after 1st Jagua
2013,

Amendments to IAS 12 Income Tax: Deferred Tax: Recpof Underlying Assets — effective for financial
years beginning on or after 1st January 2012 -Ureffective at the latest for financial years begig on
or after 1st January 2013,

Amendments to IFRS 1 First—time Adoption of Intdim@al Financial Reporting Standards: Severe
Hyperinflation and Removal of Fixed Dates for Fitshe Adopters — effective for financial years
beginning on or after 1st July 2011 — in EU effeetat the latest for financial years beginning omfter
1st January 2013,

IFRS 13 Fair Value Measurement - effective for ficial years beginning on or after 1st January 2013,

IFRIC 20 Stripping Costs in the Production PhaseaoBurface Mine - effective for financial years
beginning on or after 1st January 2013,

Amendments to IFRS 7 Financial Instruments — Dmates: Offsetting Financial Assets and Financial
Liabilities - effective for financial years begimgj on or after 1st January 2013,

MSR 32 Instrumenty finansowe: prezentacja: Kompesasie aktywéw finansowych i zoboyzan
finansowych - majce zastosowanie dla okreséw rocznych rozpoczggeah st dnia 1 stycznia 2014 roku
lub p&niej,

Amendments to IFRS 1 First—time Adoption of Intdimaal Financial Reporting Standards: Government
Loans — effective for financial years beginningasrafter 1st July 2013,

Improvements to IFRSs (issued in May 2012) — eiffecfor financial years beginning on or after 1st
January 2013 — not endorsed by EU till the dat@ppiroval of these financial statements,

Amendments to IFRS 10, IFRS 12 and IAS 27 Investramtities (issued on 31 October 2012) — effective
for financial years beginning on or after 1st Jap014 — not endorsed by EU till the date of appt®f
these financial statements,
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The Management Board does not expect that the din¢ton of the above-mentioned amendments and
interpretations will have a significant impact & taccounting policies applied by the Company.

10. Summary of significant accounting policies

10.1. Foreign currency translation

The functional currency of the Company is Polisbtyzl however for foreign branch functional currerisy
Swedish crown. As on the balance sheet date, assetsliabilities of foreign branch are translatedoi
functional currency of the Company using the fonegkchange rate prevailing for the given currenoytie
balance sheet date and its statement of comprefeensiome is translated to functional currency gsieighted
average for particular period.

The exchange differences arising on the translaienplaced in other comprehensive income and adetead
in a separate line of equity — translation diffeesn

Transactions denominated in currencies other thaistPzloty are translated into Polish zloty at floeeign
exchange rate prevailing on the transaction date.

At the balance sheet date, assets and liabililipseased in currencies other than Polish zlotytrameslated into
Polish zloty using the average NBP rate prevailorghe given currency at the end of the reportedagl.

Exchange differences resulting from translation @eorded under finance revenue or finance costs; o
cases defined in accounting policies — are capédliin the cost of the assets. Non-monetary foreignency
assets and liabilities recognized at historicat eos translated at the historical foreign excharage prevailing
on the transaction date. Non-monetary foreign cuyeassets and liabilities recognized at fair vatue
translated into Polish zloty using the rate of exaje binding as at the date of re-measuremenirtodiae.

The following exchange rates were used for valugpiorposes:

31st December 2012 31st December 2011

usD 3,0996 3,4174
EUR 4,0882 4,4168
SEK 0,4757 0,4950
LVL 5,8595 6,3120

DKK 0,5480 0,5941

NOK 0,5552 0,5676
GBP 5,0119 5,2691
CHF 3,3868 3,6333

For valuation of assets and liabilities of branstoa 31st December 2012 the exchange rate SEK/RPis\used
amounting to 0.4757 (31st December 2011: 0.4956)) vBluation of the positions of comprehensive medor

the year ended 31st December 2012 the exchang&SEMEPLN was used amounting to 0.4808 (for the year
ended 31st December 2011: 0.4561) which is annaeitic mean of NBP average exchange rates annotmced
2012 (2011).

10.2. Property, plant and equipment

Property, plant and equipment are measured atessshccumulated depreciation and impairment losses

The initial cost of an item of property, plant aaduipment comprises its purchase price and anyttiire
attributable costs of bringing the asset to workingdition for its intended use. Cost also comprige cost of
replacement of fixed asset components when incuriedhe recognition criteria are met. Subsequent
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expenditures, such as repair or maintenance castsexpensed in the reporting period in which theye
incurred.

Upon purchase, fixed assets are divided into compisn which represent items with a significant eahat can
be allocated a separate useful life. Overhaulsraigesent asset component.

Property, plant and equipment are depreciated ubmgtraight-line method over their estimated wisiéfes as
follows:

Type Period
Buildings and constructions 25 - 50 years
Plant and machinery 5-20 years
Office equipment 3 -10 years
Motor vehicles 5-10 years
Computers 1-10years

Residual values, useful lives and depreciation odshof property, plant and equipment are reviewatually
and, if necessary, adjusted retrospectively i.¢h wifect from the beginning of the financial yehat has just
ended.

An item of property, plant and equipment is deretogd upon disposal or when no future economic fitsreere
expected from its further use. Any gain or lossiag on derecognition of an asset (calculated agliffierence
between the net disposal proceeds and the carayimgunt of the asset) is recognized in the incoratistent
for the period in which derecognition took place.

Assets under construction (construction in progresdude assets in the course of constructionseembly and
are recognized at purchase price or cost of cartgtruless any impairment losses. Assets underticani®on are
not depreciated until completed and brought ine us

10.3. Intangible assets

Intangible assets acquired separately or constiydt¢hey meet the recognition criteria for deyaiaent costs)
are measured on initial recognition at cost. Thet of intangible assets acquired in a business gwtibn is
fair value as at the date of acquisition. Followinigial recognition, intangible assets are cari@dost less any
accumulated amortization and any accumulated impait losses. Expenditures incurred for internally
generated intangible assets, excluding capitalilselopment costs, are not capitalized and aregyedaagainst
profits in the year in which they are incurred.

The useful lives of intangible assets are assdsg#te Company to be either finite or indefinite.

Intangible assets with finite lives are amortizegrothe useful life and assessed for impairmentneter there

is an indication that the intangible asset mayrbgaired. The amortization period and the amortirathethod

for an intangible asset with a finite useful lifeeaeviewed at least at each financial year ené&n@és in the
expected useful life or the expected pattern osoamption of future economic benefits embodied edbset are
accounted for by changing the amortization periednmethod, as appropriate, and treated as changes in
accounting estimates. The amortization expensatangible assets with finite lives is recognizedha income
statement in the expense category consistent hatliuinction of the intangible asset.

Intangible assets with indefinite useful lives ahdse that are not in use are tested for impairraenually
either individually or at the cash generating lsvel.
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Useful lives are reviewed on an annual basis dngdessary, are adjusted with effect from theo@gg of the

financial year that has just ended.

Research and development costs

Research costs are expensed in the profit anchtmssint as incurred.

Development expenditure incurred on an individualgxt is carried forward when its future recovdigbcan
reasonably be regarded as assured. Following ttial irecognition, the historical cost model is &peg@, which
requires the asset to be carried at cost less@unaulated amortization and accumulated impairrosses.
Any expenditure carried forward is amortized over period of expected future sales from the relptegect.

A summary of the policies applied to the Compamtangible assets is as follows:

License and Software Trademarks
Useful lives 2 -5 years Indefinite
Method of amortization 2 - 5 years on a straight-line basis Not amortized
Internally generated or acquired Acquired Acquired
Annual assessment to determine Annually and where an indication of
Impairment testing whether there is any indication that ; y

. . impairment exists.
an asset may be impaired.

After analyzing the relevant factors, for tradensattke Company does not define the limit of its ukkfie. The
intention of the Company is to operate for an indtf period under the same trademark and it iebed that it
will not become impaired. Consequently, and in adance with IAS 38, the Company does not amortize
intangible assets with indefinite useful lives.

Useful life of such resources should be revieweddnoh reporting period, in order to determine whe#vents
and circumstances continue to confirm the assumputighe indefinite useful life of this asset.

Gains or losses arising from derecognition of darigible asset are measured as the difference éetihe net
disposal proceeds, if any, and the carrying amofitiie asset and are recognized in the incomenstatewhen
the asset is derecognized.

10.4. Impairment of non-financial assets

An assessment is made at each reporting date éondee whether there is any indication that antassy be
impaired. If such indication exists, or in caseammual impairment testing is required, the Compaiakes an
estimate of the recoverable amount of that assiteoctash generating unit that the asset is aopart

The recoverable amount of an asset or a cash-dameuit is the higher of the asset’s or cash-gatireg unit’s
fair value less costs to sell and its value in Udee recoverable amount is determined for an iddiai asset,
unless the asset does not generate cash inflowarénh¢argely independent of those from other assegroups
of assets. Where the carrying amount of an asseeeés its recoverable amount, the asset is consid@paired
and is written down to its recoverable amount. $segsing value in use, the estimated future casvsfare
discounted to their present value using a pre-tscodint rate that reflects current market assestsnedéthe time
value of money and the risks specific to the asset.

Impairment losses of continuing operations are geized in the income statement in the expense catesgy
consistent with the function of the impaired asset.

An assessment is made at each reporting date @hether there is any indication that previouslyograzed
impairment losses may no longer exist or may haerahsed. If such indication exists, the Compankesan
estimate of recoverable amount. A previously rectaghimpairment loss is reversed only if there hasn a
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change in the estimates used to determine the’saseebverable amount since the last impairmens loas
recognized. If that is the case, the carrying arhairthe asset is increased to its recoverable atmdthat
increased amount cannot exceed the carrying antbahtvould have been determined, net of depreciaiio
amortization, had no impairment loss been recoginfaethe asset in prior years.

Such reversal is recognized immediately in the nmecstatement. After a reversal of an impairmens ligs
recognized, the depreciation (amortization) chaigethe asset is adjusted in future periods tocalie the
asset’s carrying amount, less its residual valuanly), on a systematic basis over its remainirefulsife..

10.5. Borrowing costs

Borrowing costs are capitalized as part of the obfiked assets and intangible assets.

Borrowing costs include interest calculated using éffective interest method, finance charges speaet of
finance leases and foreign exchange differencasned in connection with the external financinghe extent
that they are regarded as an adjustment to inteosss.

10.6. Shares in subsidiaries, affiliated entities and jait venture

Shares in subsidiaries, affiliated entities andhtjoientures are presented at historical cost hasisiding
impairment allowances.

10.7. Financial assets

Financial assets are classified into one of thieohg categories:
- financial assets held to maturity,

- financial assets at fair value through profit adp

+ loans and receivables,

- financial assets available for sale

Financial assets held to maturity are non-derieatimancial assets quoted in active market wittedixor
determinable payments and fixed maturities, whieh €ompany has the positive intention and abibtyhold
until maturity, other than:

- those that upon initial recognition are designateat fair value through profit or loss;

- those that are designated as available for satk; an

+ those that meet the definition of loans and reddes

Financial assets held to maturity are measuredhattized cost using the effective interest rateaRtial assets

held to maturity are classified as non-current @si$¢hey are falling due within more than 12 ntmnfrom the
balance sheet date.

A financial asset at fair value through profit @ss$ is a financial asset that meets either of thieviing
conditions:
a) ltis classified as held for trading. A financialset is classified as held for trading if it is:

« acquired principally for the purpose of sellingnithe near term;
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- part of a portfolio of identified financial instriants that are managed together and for which tisere
probability of short-term profit-taking; or

- a derivative (except for a derivative that is aafinial guarantee contract or a designated andtiefec
hedging instrument),

b) According to IAS 39 upon initial recognition it designated as at fair value through profit or loss.

Financial assets at fair value through profit @slare measured at fair value, which takes intowatctheir
market value as at the balance sheet date lesdesf Bansaction expenses. Any change of thesaiinsnts is
taken to income statement/statement of comprehensoome at financial income (favorable changes$aof
value) or financial cost (unfavorable changes af ¥alue). When a contract contains one or more extdbd
derivatives, the entire hybrid contract may be giesied as a financial asset at fair value througfitpr loss,
except where the embedded derivative does notfigignily modify the cash flows or it is clear withio
profound analysis that if the hybrid instrument evearimarily recognized the separation of the embkddd
derivative would be prohibited.

Financial assets may be designated at initial neitiog as at fair value through profit or loss liket following
criteria are met:

(i) the designation eliminates or significantly ueds the inconsistent treatment that would otherarsse from
measuring the assets or recognizing gains or lass#ésem on a different basis; or

(ii) the assets are part of a group of financiakss which are managed and their performance dedloa a fair
value basis, in accordance with the documentedmeskagement strategy; or

(iii) the financial asset contains an embeddedvdéxie that would need to be separately recorded.

As on 31st December 2012 and as on 31st Decemldr, 20 financial assets have been designated fag at
value through profit and loss.

Loans and receivables are non-derivative finanagsdets with fixed or determinable payments thatrexe
guoted in an active market. These are classifieduagnt assets, provided their maturity does moeed 12
months after the balance sheet date. Loans andvabtes with maturities exceeding 12 months frore th
balance sheet date are classified under non-cuassets.

Available-for-sale financial assets are those nerivdtive financial assets that are designatedvasable-for-
sale or are not classified in any of the three galéty categories. Available-for-sale financial &ss&e measured
at fair value, without deducting transaction coats] taking into account their market value attthlance sheet
date. Where no quoted market price is availablethace is no possibility to determine their failue using
alternative methods, available-for-sale financiededs are measured at cost, adjusted for any imeairlosses.
Positive and negative differences between theviaine and acquisition cost, net of deferred taxfirncial
assets available for sale (if quoted market prieeeminined on the regulated market is availablef ting fair
value can be determined using other reliable métraye taken to the revaluation reserve. Any deeréa the
value of financial assets available for sale r@sgilfrom impairment losses is taken to the incomaéesnent and
recorded under finance cost.

Purchase and sale of financial assets is recogrétethe transaction date. Initially, financial dssare
recognized at acquisition cost, i.e. at fair vghles, for financial assets other than classifiefir@scial assets as
at fair value through profit and loss, transactosts.

Financial assets are derecognized if the Compaseslats control over contractual rights attachedhtzse
assets, which usually takes place upon sale ohsket or where all cash flows attributed to thegiasset are
transferred to an independent third party.
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10.8. Impairment of financial assets

The Company assesses at each balance sheet détenthere is any objective evidence that a firerasset or
a group of financial assets is impaired.

10.8.1 Assets carried at amortized cost

If there is objective evidence that an impairmesslon loans and receivables carried at amortiastdhas been
incurred, the amount of the loss is measured adlififierence between the asset’s carrying amount thed
present value of estimated future cash flows (ahnlyfuture expected credit losses that have nen liecurred)
discounted at the financial asset’s original effecinterest rate (i.e. the effective interest @enputed at initial
recognition). The carrying amount of the asseeduced directly. The amount of the loss shall loegaized in
profit or loss.

The Company first assesses whether objective estdehimpairment exists individually for financiadsets that
are individually significant, and individually oroltectively for financial assets that are not irdially
significant. If it is determined that no objectiexidence of impairment exists for an individuallgsassed
financial asset, whether significant or not, theeass included on a group of financial assets wihilar credit
risk characteristics and that group of financiadeds is collectively assessed for impairment. Astlesit are
individually assessed for impairment and for whichimpairment loss is or continues to be recognaednot
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the immpent loss decreases and the decrease can bedrelate
objectively to an event occurring after the impamnnwas recognized, the previously recognized impat

loss is reversed. Any subsequent reversal of aminmgnt loss is recognized in profit or loss, te #xtent that

the carrying amount of the asset does not exceeaxribrtized cost at the reversal date.

10.8.2 Financial assets carried at cost

If there is objective evidence that an impairmesslhas been incurred on an unquoted equity instiuthat is
not carried at fair value because its fair valuencd be reliably measured, or on a derivative asdtis linked
to and has to be settled by delivery of such aruategl equity instrument, the amount of the impairmiess is
measured as the difference between the carryinguaimaf the financial asset and the present valu¢hef
estimated future cash flows discounted at the atimerket rate of return for a similar financiases

10.8.3 Available-for-sale financial assets

If there is objective evidence that an impairmerssihas been incurred on an available-for-sald,abs® the
amount of the difference between the acquisiticst ¢oet of any principal payment and interest) amatent fair
value, less any impairment loss on that financgslea previously recognized in the profit or lossrémoved
from equity and recognized in the income statemBmiversals of impairment losses on equity instrusen
classified as available for sale cannot be recaghim the income statement. If, in a subsequeribgethe fair
value of a debt instrument classified as availéesale increases and the increase can be olggctisated to
an event occurring after the impairment loss wa®ggized in the income statement, the impairmess Is
reversed, with the amount of the reversal recoghizehe income statement.

10.9. Embedded derivatives

Embedded derivatives are bifurcated from host emtérand treated as derivative financial instruséfrall of
the following conditions are met:

« the economic characteristics and risks of embedigedatives are not closely related to those offtbst
contract,
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« a separate instrument with the same terms as erabeddrivative would meet the definition of a

derivative,

« the hybrid instrument is not recorded at fair valith gains and losses taken to profit or loss.

Embedded derivatives are recognized in a similanmeato that of separate instruments, which hatebaen
designated as hedging instruments.

The extent to which, in accordance with IAS 39, #vwnomic characteristics and risks of foreign eucy
embedded derivatives are closely related to théskeohost contract covers circumstances wheretinency
of the host contract is also the common currencgusthase or sale of non-financial items on theketanf a
given transaction.

The Company assesses whether embedded derivatévesqaired to be separated from host contracts e
instrument is originally recognized.

10.10.Derivative financial instruments and hedges

The Company uses derivative financial instrumeunthsas forward currency contracts and interestaasgps to
hedge against the risks associated with interéstarad foreign currency fluctuations. Such derixafinancial
instruments are measured at fair value. Derivatarescarried as assets when the fair value isipesind as
liabilities when the fair value is negative.

Any gains or losses arising from changes in theviaiue of derivatives that do not qualify for hedaccounting
are taken directly to the net profit or loss fog fieriod.

The fair value of forward currency contracts iscoddted by reference to current forward exchangesréor
contracts with similar maturity profiles. The faialue of interest rate swap contracts is determmeceference
to market values of similar instruments.

For the purpose of hedge accounting, hedges assifotal as:

- fair value hedges, when hedging the exposure toggdsain the fair value of a recognized asset bililig,
or

- cash flow hedges, when hedging exposure to vaitiabil cash flows that is attributable to a partauisk
associated with a recognized asset or liabilitg forecast transaction, or

« hedges of a net investment in a foreign operation.
Hedges of foreign currency risk in an unrecognitbed commitment are accounted for as cash flow lesdg

At the inception of a hedge relationship, the Comypdormally designates and documents the hedge
relationship, the risk management objective anatesggy for undertaking the hedge. The documentaticindes
identification of the hedging instrument, the hedlitem or transaction, the nature of the risk b&iardged and
how the entity will assess the hedging instrumeaffectiveness in offsetting the exposure to charigethe
hedged item’s fair value or cash flows attributaiol¢he hedged risk. Hedges are expected to bdyhédfective

in offsetting the exposure to changes in the failug or cash flows attributable to the hedged ridkdge
effectiveness is assessed on a regular basis tk ¢héhe hedge is highly effective throughout fiflancial
reporting periods for which it was designated.

10.10.1Fair value hedges

Fair value hedge is a hedge of the exposure togedsam fair value of a recognized asset or ligbitit an
unrecognized firm commitment, or an identified pmrtof such an asset, liability or firm commitmetitat is
attributable to a particular risk and could affpobfit or loss. In the case of a fair value hedgrgy gain or loss
on the hedged item attributable to the hedgedisiskljusted against the carrying amount of the éddigm, the
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hedging instrument is re-measured to fair value thiedgains and losses on the hedging instrumentadded
item are recognized in profit or loss.

For fair value hedges relating to items carriedrabrtized cost, the adjustment to carrying amosiatnortized
through the income statement over the remaining termaturity.

When an unrecognized firm commitment is designat®@ hedged item, the subsequent cumulative ctiange
the fair value of the firm commitment attributalitethe hedged risk is recognized as an assetlalityawith a
corresponding gain or loss recognized in profitass. The changes in the fair value of the hedgisgument
are also recognized in profit or loss.

The Company discontinues hedge accounting prosgéctif the hedging instrument expires, or is sold,
terminated or exercised, or the hedge no longelifepgafor hedge accounting, or the Company revottes
designation. Any adjustment to the carrying amaafné hedged financial instrument for which the efifee
interest method is used is amortized to profitosis| Amortization may begin as soon as an adjustimenade,
however no later than when the hedged item ceades adjusted for changes in its fair value atteble to the
risk being hedged.

10.10.2Cash flow hedges

Cash flow hedges are hedges securing for dangeasti flows fluctuations which can be attributedato
particular kind of risk connected with the giveenit of assets or a liability or with a planned irtweent of high
probability, and which could influence profit orsla The part of profit or loss connected with tleglding
instrument which constitutes effective hedge iogmized directly in other comprehensive income tigdnon-
effective part is recognized in profit or loss.

If a hedge of a forecast transaction subsequeesylts in the recognition of a financial asset ioaricial
liability, the associated gains or losses that weoagnized directly in equity shall be reclassifiato profit or
loss in the same period or periods during whichatget acquired or liability assumed affects paofipss.

If a hedge of a forecast transaction subsequeatylts in the recognition of a non-financial asset non-
financial liability, or a forecast transaction farnon-financial asset or non-financial liabilitycoees a firm
commitment for which fair value hedge accountingajplied, then gains and losses that were recognize
directly in equity are reclassified into profit loss in the same period or periods during whichatbget acquired
or liability assumed affects profit or loss.

If a hedge of a forecast transaction subsequeaslylts in the recognition of non-financial assehan-financial
liability, or a forecast transaction for a non-ficéal asset or financial liability becomes a firmnemitment,
which will apply fair value hedge, then the gaimdasses that were recognized in other compreheristome
are reclassified from equity to profit or loss Iretsame period or periods during which the nonrfiied asset
acquired or liability assumed affects profit ordos

For derivatives that do not qualify for hedge actdg, any gains or losses arising from changédsimvalue
are taken directly to net profit or loss for theipd.

Hedge accounting is discontinued when the hedgistument expires or is sold, terminated or exed;isr the
hedge no longer qualifies for hedge accountinghAt point in time, any cumulative gain or losstib@ hedging
instrument that has been recognized directly irotomprehensive income and accumulated in egeihams
recognized in equity until the forecast transactimeurs. If the forecast transaction is no longgreeted to
occur, the net cumulative gain or loss recognipegjuity is taken to net profit or loss for theipdr

Accounting policies and additional notes includedobages from 12 to 63 are an integral part of tfies@cial statements
25



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeef(il 2
Accounting policies and additional explanatory sote
(in PLN thousands)

10.10.3Hedges of a net investment in a foreign operation

Hedges of a net investment in a foreign operafimeiuding a hedge of a monetary item that is actedifor as
part of the net investment, are accounted for aifyilto cash flow hedges. The portion of the gaifoss on the
hedging instrument that is determined to be ancéffe hedge is recognized directly in other compretive
income and the ineffective portion is recognizegiafit or loss. On disposal of the foreign opearatithe net
cumulative gain or loss that has been recognizextilly in other comprehensive income is taken tdipor loss
as a correction resulting from reclassification.

10.11.Inventories

Inventories are valued at the lower of cost andeaizable value.

Purchase price or cost of formation of every itehmngentories includes all purchase expenses, foamsition
expenses and other costs incurred in bringing éaodntory item to its present location and condisicare
accounted for as follows for both the current arel/jpus year:

Goods for resale « purchased cost determined on an average-weighttwbde

Net realizable value is the estimated selling piitehe ordinary course of business, less estimatsts of
completion and the estimated costs necessarydbzinthe sale.

10.12.Trade and other receivables

Trade receivables are recognized and carried ginatiinvoice amount less an allowance for any ilactible
amounts. An estimate for doubtful debts is madenndadlection of the full amount is no longer prokeab

If the effect of the time value of money is matkrthe value of receivables is determined by distimg the
estimated future cash flows to present value uaipge-tax discount rate that reflects current meaakeessments
of the time value of money. Where discounting isdjsany increase in the balance due to the pasgdmme is
recognized as financial income.

Other receivables include particularly receivallaghe grounds of input VAT.

Receivables from public authorities are presenté@tinvtrade receivables and other receivables, mxéar
income tax receivables that constitute a sepatetein the balance sheet.

10.13.Cash and cash equivalents

Cash and short-term deposits in the balance sloeeprise cash at bank and in hand and short-terrositsp
with an original maturity of three months or less.

For the purpose of the cash flow statement, cashcash equivalents consist of cash and cash equigahs
defined above.

10.14.Interest-bearing loans, borrowings and bonds

All loans, borrowings and bonds are initially renamed at the fair value net of transaction cost®eisted with
the obtaining the loan or borrowing.

After initial recognition, interest-bearing loarmrrowings and bonds are subsequently measureahatiaed
cost using the effective interest rate method.

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
26



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeef(il 2
Accounting policies and additional explanatory sote
(in PLN thousands)

Amortized cost is calculated by taking into accoany transaction costs, and any discount or prenvam
settlement.

Gains and losses are recognized in net profit €8 lghen the liabilities are derecognized from badasheet as
well as through the effective interest rate method.

10.15.Trade and other payables
Short-term trade payables are carried at the anduereind payable.

Financial liabilities at fair value through prott loss include financial liabilities held for tiad and financial
liabilities designated upon initial recognitionatdair value through profit or loss.

Financial liabilities are classified as held foading if they are acquired for the purpose of sgllin the near
term. Derivatives, including separated embeddeiVatdres are also classified as held for tradingesmthey are
designated as effective hedging instruments.

Financial liabilities may be designated at initiatognition as at fair value through profit or lasthe following
criteria are met:

- the designation eliminates or significantly reduties inconsistent treatment that would otherwigeear
from measuring the liabilities or recognizing gaimdosses on them on a different basis; or

- the liabilities are part of a group of financiabilities which are managed and their performaneduated
on a fair value basis, in accordance with a documsk management strategy; or

+ financial liability contains an embedded derivatikiat would need to be separately recorded

As on 31st December 2012 and 31st December 201finarcial liabilities have been designated asatvalue
through profit and loss.

Financial liabilities at fair value through proét loss are measured at fair value, reflectingrthm@irket value at
the balance sheet date less directly attributatdasaction costs. Gains or losses on these liabiliare
recognized in the income statement as finance iecomtost.

Financial liabilities other than financial instrume at fair value through profit or loss, are meaduat
amortized cost, using the effective interest rag¢hod.

A financial liability is derecognized when the @dation under the liability is discharged or careelbr expired.
When an existing financial liability is replaced agother from the same lender on substantiallyedsfit terms,
or the terms of an existing liability are substalhyi modified, such an exchange or modificationréated as a
derecognition of the original liability and the ogmition of a new liability, and the differencetime respective
carrying amounts is recognized in the income statem

Other non-financial liabilities include, in partian, liabilities to the tax office in respect ofrpenal income tax
and social security liabilities.

Other non-financial liabilities are recognizedta aamount due.
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10.16.Provisions

Provisions are recognized when the Company hassept obligation (legal or constructive) as a tesiuh past
event, if it is probable that an outflow of res@sembodying economic benefits will be requireddtile the
obligation and a reliable estimate can be madéefamount of the obligation. Where the Company etgpe
some or all of the provision to be reimbursed, daample under an insurance contract, the reimbwaseim
recognized as a separate asset but only whenithbuesement is virtually certain. The expense nedato any
provision is presented in the income statemenbhahy reimbursement.

If the effect of the time value of money is matkrg@rovisions are determined by discounting theénestied
future cash flows to present value using a prediagount rate that reflects current market assestsnd the
time value of money and, where appropriate, thiesrigpecific to the liability. Where discountingused, the
increase in the provision due to the passage & isnecognized as finance cost.

10.17.Revenue

Revenue is recognized to the extent that it is bbb that the economic benefits will flow to thenGmany and
the revenue can be reliably measured. Revenuagsewgnized at the fair value of the considerateseived or
receivable, net of Value Added Tax and discounke ®llowing specific recognition criteria must @albe met
before revenue is recognized.

10.17.1Rendering of services

Revenue is recognized when material risk and benefsulting from rendered services has been paeseu:
buyer and when the revenue amount can be crediblyated.

10.17.2Interest

Revenue is recognized as interest accrues (usieceffective interest method that is the rate thatcty
discounts estimated future cash receipts througletipected life of the financial instrument) to ttet carrying
amount of the financial asset.

10.17.3Dividends

Revenue is recognized when the shareholders' tighieceive the payment are established.

10.18.Income tax

10.18.1Current income tax

Current income tax assets and liabilities for therent and prior periods are measured at the ameqyogcted to
be recovered from or paid to the taxation authesitiThe tax rates and tax laws used to computarttoaint are
those that have been enacted or substantivelyeshatthe balance sheet date.

10.18.2Deferred tax

For financial reporting purposes deferred income it recognized, using the liability method, regagd
temporary differences at the balance sheet daveckatthe tax bases of assets and liabilities agid ¢hrrying
amounts.

Deferred tax liability is recognized for all taxalibmporary differences:

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
28



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeef(il 2
Accounting policies and additional explanatory sote
(in PLN thousands)

« except where the deferred income tax liability esisrom the initial recognition of goodwill, an as®r
liability in a transaction that is not a businessbination and, at the time of the transactiorecff neither
the accounting profit nor taxable profit or lossda

+ in respect of taxable temporary differences assediavith investments in subsidiaries, associates an
interests in joint ventures, except where the tgnii the reversal of the temporary differences ban
controlled and it is probable that the temporaffedénces will not reverse in the foreseeable futur

Deferred tax asset is recognized for all deductieporary differences, carry-forward of unuseddaedits and
unused tax losses, to the extent that it is prababht taxable profit will be available against e¥hithe
deductible temporary differences, and the carryéod of unused tax credits and unused tax lossesbea
utilized:

- except where the deferred tax asset relating taldlukictible temporary difference arises from tthigail
recognition of an asset or liability in a transantthat is not a business combination and, atithe ¢of the
transaction, affects neither the accounting prafit taxable profit or loss; and

« in respect of deductible temporary differences eissed with investments in subsidiaries, associates
interests in joint ventures, deferred tax assetsoaty recognized to the extent that it is probabb the
temporary differences will reverse in the foreséedhbture and taxable profit will be available ausi
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is vexieat each balance sheet date and reduced tatdre ehat
it is no longer probable that sufficient taxableffirwill be available to allow all or part of thaeferred income
tax asset to be utilized. Unrecognized deferredassets are reassessed at each balance sheendadeca
recognized to the extent that it has become pretthiat future taxable profit will be available thdtl allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measuréleatax rates that are expected to apply in thgeén which
the asset is realized or the liability is settlbdsed on tax rates (and tax laws) that have beactezh or
substantively enacted at the balance sheet date.

Deferred tax relating to items recognized outsid#ipor loss is recognized outside profit or loB&ferred tax
items are recognized in correlation to the undedytransaction either in other comprehensive incontirectly
in equity.

Deferred income tax assets and deferred incoméataikties are offset, if legally enforceable rigbxists to set
off current income tax assets against current irecéax liabilities and the deferred income taxesteeto the
same taxable entity and the same taxation authority

10.18.3Value added tax

Revenues, expenses, assets and liabilities argnizeal net of the amount of value added tax except:

+  Where the value added tax incurred on a purchaassafts or services is not recoverable from tketitan
authority, in which case value added tax is recogphias part of the cost of acquisition of the assets
part of the expense item as applicable; and

- Receivables and payables, which are stated withrtmunt of value added tax included.

The net amount of value added tax recoverable fampayable to, the taxation authority is inclugedpart of
receivables or payables in the balance sheet.
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10.19.Earnings per share

Earnings per share are calculated by dividing tepmofit for the period by the weighted averagenbar of
shares during the reporting period. Diluted earsipgr share are calculated by dividing the netifpforf the
period by the diluted weighted average number afeshduring the reporting period

11. Operating segments

Arctic Paper S.A. is a holding company, which pd®d services mainly for companies from the Groupe T
Company’s activity represents one operating segment

The table below presents geographical split of meeefrom selling services and income from divideads
interest in the years 2011-2012

Year ended Year ended
31st December 2012  31st December 2011

Poland 62 478 17 682
Foreign countries, including:
- Sweden 47 509 41 926
- Norway - 1330
- Germany 176 4059
- Spain - 200
- UK - 2001
- France 638
- other 100 -
110903 67 198

Above information about revenue is based on daarding registered seats of Arctic Paper S.A. slidnses.

12. Revenues and expenses

12.1. Other operating income

Year ended Year ended
31st December 2012  31st December 2011

Income from marketing activities 66 52
Civil activities tax refund - 136
Sales of fixed assets - 33
Reinvoiced costs of salaries 196 -
Reinvoiced costs of insurance 0 -
Other - 14

262 235
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12.2. Other operating expenses

Loss on sales of fixed assets
Non-deductible VAT

Insurance costs (reinvoiced)
Impaiment of non-current assets
Other

12.3. Financial income

Interest income
Foreign exchange gains
Other financial income

12.4. Financial costs

Interest on bonds

Interest on loans and other liabilities
Foreign exchange losses

Other financial costs

Year ended
31st December 2012

Year ended

31st December 2011

- 14

290 390

0 -

46 758 -

14 21
47 062 425

Year ended Year ended

31st December 2012  31st December 2011
403 614

- 7514

618 -

1021 8128

Year ended Year ended

31st December 2012

31st December 2011

17 935 17 469
1740 999
3 505 -

97 414

23277 18 881
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12.5. Costs by nature

Year ended
31st December 2012

Year ended
31st December 2011

Depreciation 111 137
Material 92
External services 17 134 13 236
Taxes and charges 177 29
Salaries and wages 7 708 7932
Employee benefits expense 2633 4900
Other 463 2635
Total expenses by kind 28 318 28 869
Expenses by kind:
whereof:
Items recognized in cost of sales 1387 -
Items recognized in administrative expenses 26 931 28 948
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12.6. Depreciation / amortization and impairment lossesricluded in income statement

Year ended
31st December 2012

Year ended
31st December 2011

Depreciation on tangible assets 102 124
Depreciation on intangible assets 9 13
111 137

Related to:
- continuing operations 111 137
- discontinued operations\ - -
111 137

12.7. Employee benefits expenses

Year ended
31st December 2012

Year ended
31st December 2011

Salaries 7708 7932
Social securities 1477 1715
Pension plans 1156 3185
Total employee benefits expense: 10 341 12 832

13. Income tax

13.1. Tax burdens

Major components of income tax expense for thesyeaded 31st December 2012 and 31st December 2811 a

as follows:

Income statement
Current income tax
Current tax expense

Year ended

Year ended

31st December 2012 31st December 2011

Deferred tax 1 -
Allowance for deferred tax asset - -
Income tax presented in income statement 1 -

13.2. Reconciliation of the effective income tax rate

A reconciliation of income tax expense applicabl@atcounting profit before income tax at the stagutncome
tax rate to income tax expense at the Companyécefe income tax rate for the years ended 31sedber
2012 and 31st December 2011 is as follows:
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Year ended 31st Year ended 31st

December 2012 December 2011
Accounting profit/(loss) before tax from continuiogerations 13528 27 305
Profit/ (loss) before tax from discontinued opevasi - -
Accounting profit/(loss) before income tax 13528 27 305
At statutory income tax rate applicable in Poland 619% (2011:
19%) 2570 5188
Corrections related to current income tax from ey years (2 193) -
Unutilized tax losses from previous years (1 498) -
Dividend income (9 092) (2 570)
Calculated interest and other other financial sesvzincome (2 934) (4 990)
Fixed costs non-deductible 12 412 51
Tax deductible costs that were not accounted iptkeious year - -
Taxable costs on interest paid (374) -
Unrecognized tax losses 1076 3004
Foreign exchange unreal dfferences 855 -
Other unrecognized temporary inocme/tak (916) (702)
Differences on different tax rates in different ties 95 19

At the effective tax rateof 0% (2011: 0%) - -
Income tax liability recognized in income statement - -
Income tax attributable to discontinued op erations - -

Deferred tax asset is recognized for tax lossesechforward to the extent that realization of tieéated tax
benefit through future taxable profits is probable.

The amounts and expiry dates of unused tax lossessdollows:

Year of expiration of tax losses Year ended 31st vear ended 31st
December 2012 December 2011
ended 31st December 2013 15 768 -
ended 31st December 2014 15178 19 022
ended 31st December 2015 15 504 12 336
ended 31st December 2016 and later 23581 28 055
Razem 70 030 59414

In 2012 the Company performed corrections of Corpdanome Tax declarations for the years 2008-2@K0.
the result of these changes the total amount ofosses was increased by PLN 11,543 thousand. Mergat
the end of 2012 the 5-year period of possible fig®% tax loss of 2008 (PLN 7,884 thousand) expired

13.3. Deferred income tax

Deferred income tax relates to the following:
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Balance sheet

As at As at
31st December 31st December
2012 2011

Deferred tax liability
Accelerated depreciation 1 1

Income statement

Year ended Year ended
31st December 31st December
2012 2011
2 858 4990
(793) 793

Income statement

Year ended Year ended
31st December 31st December
2012 2011
(431) (566)
374 121
(61) -
(3970) (3 004)
(2 023) 2334
2023 (2 334)

Interest income 11 301 8443
Foreign exchange gains 793
Deferred tax liability 11 302 9 237
Balance sheet
As at As at
31st December 31st December

2012 2011
Deferred tax asset
Accruals and prepay ments 1148 717
Interest on loans 804 1178
Foreign exchange losses 61 -
_Losses available for offset against future taxable 14 035 10 066
income
Deferred tax asset gross 16 048 11961
Deferred tax charge
Allowance for deferred tax asset 4 746 2724
Deferred tax asset net, including: 1 1
Deferred tax asset - continuing operations 1 1

The Company did not recognize the deferred taxtasmereceivables, loans and shares write-off in AP
Investment GmbH. A potential asset thereof wouldam as on 31st December 2012 to PLN 9,131 thou&end

on 31st December 2011: PLN 0).

14. Earnings per share

Basic earnings per share amounts are calculatediviing the net profit for the year attributable ardinary
equity holders of the Company by the weighted ayeraumber of ordinary shares outstanding during the

reporting period.

Diluted earnings per share amounts are calculagedividing the net profit attributable to ordinashiareholders
(after deducting interest on the convertible redsalm preference shares) by the weighted averagdemaf

ordinary shares outstanding during the year adjubtethe weighted average number of ordinary shtras
would be issued as a result of conversion of &litide equity instruments into ordinary shares.

Information regarding net profit and number of €sawhich was the base for calculation of earnpeysshare

is presented below:
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Year ended Year ended
31st December 2012  31st December 2011

Profit (loss) from continuing op erations 13529 27 305
Profit (loss) from discontinued operation - -
Profit (loss) for the period 13529 27 305
Number of share - serie A 50 000 50 000
Number of share - serie B 44 253 500 44 253 500
Number of share - serie C 8 100 000 8 100 000
Number of share - serie E 3000 000 3000 000
Number of share - serie F (not registered as &&Ember 2012)

Total number of shares (in thousand) 55 403 500 55 403 500
Weighted average number of shares 55 727 201 55 403 500
Weighted diluted number of shares 55 727 201 55 403 500
Profit per share (in PLN) 0,24 0,49
Diluted profit per share (in PLN) 0,24 0,4¢

14.1. Transactions related to ordinary shares which occued between balance sheet
date and the date of the hereby standalone finandiatatements

In connection with purchase of Rottneros AB shams,20th December 2012 Arctic Paper S.A. issued
10,740,983 ordinary series F shares (PLN 64,988s#mud), which have been exchanged for Rottneros AB
shares held by hitherto Rottneros Ab shareholddrs mesponded to the Company’s calling for purchaise
Rottneros AB shares, mainly by exchange of thesgeshto newly issued shares of the Company. On 10th
January 2013, the aforementioned series F shamesregistered in National Court Register. In coaptie with
accounting policies, the increase of capital isogmized in sharecapital/reserve capitals the moritewas
registered in the National Court Register. Themfdhe increase of share capital of Arctic Papér. # the
amount of PLN 64,983 thousand was presented as @&tberve capitals as on 31st December 2012.

Moreover, until the day of the hereby consolidafathncial statements the Company has performed a
prolongation of calling term, jointly to 26th Felany 2013. In this period, Artcic Paper S.A. issaeldlitional
3,143,300 series F shares (jointly 13,884,283 sdrishares) that until the day of the hereby repast been
registered in the National Court Register.

15. Dividend paid and proposed

Dividends are paid out based on the net profit shawthe standalone annual financial statementArofic
Paper S.A. prepared for statutory purposes, aftegring losses carried forward from the previousrge

In accordance with the provisions of the Code ofm@wrcial Companies, the company is required toterea
reserve capital for possible losses. Transferretisocapital category is 8% of profit for the givBnancial year
recognized in the standalone financial statemehtheocompany until such time as the balance ofréserve
capital reaches at least one third of the sharé@atayf the company. Appropriation of the resenapital and
other reserves depends on the decision of the @eMeeting of Shareholders; however, the reserpitalan
the amount of one third of the share capital mayused solely for the absorption of losses repoitethe
standalone financial statements of the parent cagnpad shall not be used for any other purpose.

At the date of this statement, the Company hadrafeped shares.

The possibility of payment of potential dividend Hye Company to shareholders depends on the Idvel o
payments received from subsidiaries. Risks assatiaith the Company’s ability to pay dividends hdneen
described in Supplementary information to the Mamagnt Board report on Arctic Paper S.A. operations.

On 28th June 2012, the Company’s Shareholders Mgatiopted a resolution regarding payment of dividie
the amount of PLN 9,972,630, that is PLN 0.18 gears. The number of shares covered by the dividend
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55,403,500. Shareholders Meeting set the dividenydtd 31st July 2012 and the dividend payment ttafl st
August 2012. The dividend was paid according teedate.

On 11th March 2013, the Management Board recomneepdgment of dividend from net profit of Arctic Rap
S.A. for 2012 in the amount of PLN 0.15 per share.

16. Property, plant and equipment

As on 31st December 2012 Laf‘d. and P'af“ and - Assets urluder Total
buildings equipment  construction

Gross carrying amount on 1st January 2012 - 501 - 501
Additions - 48 - 48
Disposals - (5) - (5)
Gross carrying amount on 31st December 0 b4z 0 54:

Accumulated depreciation and impairment on

1st January 2012 - 125 - 125
Depreciation charge for the period 102 102
Decrease of depreciation - - - -
Accumulater depreciatio anc impairmen on

31st December 2012 0 228 0 228
Net carrying amount on 1st January 2012 - 375 - 375
Net carrying amount on 31st December Z 0 31¢ 0 31¢€

Land and Plantand Assets under
As on 31st December 2011 . . u . Total
buildings equipment  construction

Gross carrying amount on 1st January 2011 - 604 - 604
Additions - 41 - 41
Disposals - (144) - (144)
Gross carrying amount on 31st December 0 501 0 501
Accumulated depreciation and impairment on

1st January 2011 - 75 - 75
Depreciation charge for the period - 124 - 124
Decrease of depreciation (73)

Accumulater depreciatio anc impairmen on

31st December 2011 0 125 0 125
Net carrying amount on 1st January 2011 - 529 - 529
Net carrying amount on 31st December 2 0 37t 0 37t

Accounting policies and additional notes includedbages from 12 to 63 are an integral part of tfies@cial statements
37



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deee(il 2
Accounting policies and additional explanatory sote
(in PLN thousands)

17. Intangible assets

As on 31st December 2012 Trademarks Other * Total

Gross carrying amount on 1st January 2012 1319 16 3513
Additions - 8 8
Disposals - - -
Gross carrying amount on 31st December : 1319 24 1343
Accumulated depreciation and impairment on 1st dgn2012 - 7 7
Depreciation charge for the period - 9 9
Decrease of depreciation - - -
Accumulated depreciation and impairment on 31stebder 0 16 16
Net carrying amount on 1st January 2012 1319 9 1328
Net carrying amount on 31st December 2 1319 8 1327
As on 31st December 2011 Trademarks Other * Total

Gross carrying amount on 1st January 2011 1307 77 8413
Additions 12 7 19
Disposals - (68) (68)
Gross carrying amount on 31st December 1319 16 1335
Accumulated depreciation and impairment on 1st danf2011 - 48 48
Depreciation charge for the period

Decrease of depreciation - (54) (54)
Accumulated depreciation and impairment on 31steDber 0 7 7
Net carrying amount on 1st January 2011 1307 29 1336
Net carrying amount on 31st December 2 1319 9 1328

The carrying amount of acquired rights to tradermak on 31st December 2012 is PLN 1,319 thousand.

The Company performed an impairment test on thparate trademark Arctic Paper as of 31st Decembg&R .2
The analysis confirmed that no impairment allowaisagecessary.

The next impairment test is scheduled for 31st D 2013.
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18. Other assets

18.1. Investments in subsidiaries

As on As on
31st December 2012  31st December 2011

Arctic Paper Kostrzyn S.A. 442 535 442 535
Arctic Paper Munkedals AB 88 175 88 175
Rottneros AB 80 046 -
Arctic Paper Investment AB, whereof: 342712 34 168
Arctic Paper Investment AB (shares) 34 168 34 168
Arctic Paper Investment AB (loans) 308 544 -
Arctic Paper Investment GmbH 44 901 26 980
Arctic Paper Investment GmbH (shares) 54 901 26 980
Arctic Paper Investment GmbH (impairment) (10 000) -
Arctic Paper Sverige AB 11721 11721
Arctic Paper Danmark A/S 5539 5539
Arctic Paper Norge AS 3194 3193
Arctic Paper Italy srl 738 738
Arctic Paper UK Ltd. 522 522
Arctic Paper Polska Sp. z 0.0. 406 406
Arctic Paper Benelux S.A. 387 387
Arctic Paper France SAS 326 326
Arctic Paper Espana SL 196 196
Arctic Paper Papierhandels GmbH 194 194
Arctic Paper East Sp. z 0.0. 102 102
Arctic Paper Baltic States SIA 64 64
Arctic Paper Schweiz AG 61 61
Arctic Paper Ireland Ltd. 3 3
Total 1021820 615 310

The value of shares in subsidiaries was basedsborizial cost.

On 16th January 2012, Arctic Paper S.A. concludedranex to a loan agreement with Arctic Paper limvest

AB under which the final repayment date of the ltédan (with interest) was prolonged until 31st Beber
2016 together with reservation that the paymemhteray be further prolonged. The current intentidrihe
Management Board of the Company is to further prgldhis payment term. On this basis, the value of
investment in Arctic Paper Investment AB was insezhby the value of the long-term loan, that ispm81st
December 2012, PLN 244,275 thousand more of cakuliiaterest in the amount of PLN 64,269 thousaie:
Management Board finds no premises to recognizenpairment allowance on this investment.

As on 31st December 2012, loans granted to ArctipeP Investment AB together with calculated interes
amounted to PLN 284,275 thousand and were presastether financial assets in non-current assets.

The value of shares in Arctic Paper Investment Gm@s increased by cash contributions to supplementa
capital performed in 2012 in the total amount afNP27,922 thousand (EUR 6,465 thousand). Thesesfuete
utilized to repay tranches of a loan granted bykBBRekao S.A. as well as to repay liabilities to thrdaper
Mochenwangen GmbH. As on 31st December 2012, thep@oy performed a write-off of shares value in
Arctic Paper Investment GmbH in the amount of PIONODO thousand.

On 18th October 2012, Arctic Paper S.A. sold totiar®aper Kostrzyn S.A. one share in Arctic Paper
Investment GmbH of nominal value EUR 50, decreagsmmvolvement of the company by 0.2%.
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On 20th December 2012, the Company purchased 39@6®Rottneros AB shares, a company listed on
NASDAQ OMX stock exchange in Stockholm, Sweden. fraesaction was described in details in notesdb an
23.2 of the hereby financial statements.

18.2. Other financial assets

Value as on
Effective percentage  Maturi
I\r/atg % g d:telty 31st December
2012

Current
Loan granted to Arctic Paper Munkedals AB

- amount: 27.658 tys. PLN

- interest rate: Wibor 3M + 2,3% 6,43% 31.12.2013 6 485
Loan granted to Arctic Paper Investment GmbH

- amount: 4.603 tys. EUR

- interest rate: Euribor 3M + 2% 3,87% 31.12.2015* 21 659
Loan granted to Arctic Paper Investment GmbH

- amount: 1.843 tys. EUR

- interest rate: Euribor 3M + 5% 6,87% 31.12.2015* 9 959
Loan granted to Arctic Paper Ireland Ltd.

- amount: 1 tys. EUR 0

- interest rate: Euribor 3M + 2% 3.87% 31.12.2013 11
Impairment of assets (31 618)
(related to Arctic Paper Investment GmbH)

26 476

Non-current

Loan granted to Arctic Paper Investment AB
- amount: 194.275 tys. PLN 8,89% 31.12.2016 308 544
- amount: 50.000 tys. PLN
- interest rate: Wibor 6M + 4,8%

Loan granted to Arctic Paper Investment GmbH 6,13% .082014 5440
- amount: 990 tys. EUR
- interest rate: Wibor 3M + 2%

Impairment of assets (5 440)
(related to Arctic Paper Investment GmbH)

Loan treated as investment in subsidiary (308 544)

0

26 476

* the loan presented as short-term because ofdbsilplity of payment on request

The situation of other financial assets in 201kented as below:
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Value as on
31st December
2011

Effective percentage  Maturity
rate % date

Current

Loan granted to Arctic Paper Munkedals AB
- amount: 27.658 tys. PLN
- interest rate: Wibor 3M + 2,3% 7,29% 31.12.2012 7 638

Loan granted to Arctic Paper Investment GmbH
- amount: 4.603 tys. EUR
- interest rate: Euribor 3M + 2% 3,36% 31.12.2012 0 330

Loan granted to Arctic Paper Investment GmbH
- amount: 1.843 tys. EUR
- interest rate: Euribor 3M + 5% 6,36% 31.12.2012 148

Loan granted to Arctic Paper Mochenwangen
GmbH
- amount: 1.500 tys. EUR
- interest rate: Euribor 3M + 3% 4.36% 31.12.2012 6 625

Loan granted to Arctic Paper Mochenwangen
GmbH
- amount: 1.400 tys. EUR
- interest rate: Euribor 3M + 5% 6,36% 31.12.2012 6 184

Loan granted to Arctic Paper Ireland Ltd.
- amount: 1 tys. EUR

- interest rate: Euribor 3M + 2% 3,36% 31.12.2012

68 941

Non-current

Loan granted to Arctic Paper Investment AB
- amount: 194.275 tys. PLN 9 80% 10.02.2013 226 453
- amount: 50.000 tys. PLN OU 31.12.2015 58 282

- interest rate: Wibor 6M + 4,8%

Loan granted to Arctic Paper Investment GmbH 6.99% 31ap32 4373
- amount: 990 tys. EUR
- interest rate: Wibor 3M + 2%

289 108

358 048
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18.3. Other non-financial assets

As on As on
31st December 2012  31st December 2011
Insurance fees 32 191
Rental charges and deposits 306 298
Pension reserve 665 1523
Project Winter 506 506
Other 102 75
Total 1610 2593
- long-term 846 1711
- short-term 764 882
1610 2593

19. Inventories
As on As on

31st December 2012  31st December 2011

Goods for resale 0

In the year ended 31st December 2012 and 31st Oere2011 the Company did not make any write-downs o
inventory value, which resulted from lack of indioas of the impairment of inventories.

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfieseicial statements
42



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefi 2
Accounting policies and additional explanatory sote
(in PLN thousands)

20. Trade and other receivables

As on As on
Note 31st December 31st December

201z 2011
State receivables - 852
Trade receivables from related parties 29 23 820 12 151
Trade receivables from non-related entities 70 134
Other receivables from related parties 29 6 876 3957
Other receivables from non-related parties 24 -
Total receivables net 30 790 17 095
Allowance for receivables (1 000) -
Total receivables gross 29 790 17 095

As on 31st December 2012, the Company performedta-off on Arctic Paper Investment GmbH receivable
in the amount of PLN 1,000 thousand.

Terms of transaction with related parties are priegkin note 29.

21. Cash and cash equivalents

Cash at bank earns interest at floating rates baseldily bank deposit rates.

Short-term deposits are made for varying periodsoetfiveen one day and one month depending on the
immediate cash requirements of the Company andedanterest at the respective short-term depossra he
balance as on 31st December 2012 amounts to PLO0A Ehousand.

The fair value of cash and cash equivalents adsttBecember 2012 is PLN 20,356 thousand (31stDeee
2011: PLN 23,760 thousand).

Balance of cash and cash equivalents presentédt@ntent of cash flows consisted of the followitggyis:

As on As on
31st December 2012  31st December 2011

Cash at bank and in hand 20 356 23760

20 356 23 760
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22. Share capital, share premium and other reserve catail

22.1. Share capital

Issued capital As on As on
31st December 2012 31st December 2011

‘A’ class ordinary shares 50 500
'B’ class ordinary shares 44 253 442 535
'C’ class ordinary shares 8 100 81 000
'E’ class ordinary shares 3000 30 000
55403 554 035
Ordinary shares issued and fully covered Volume Velum
Issued on 30th April 2008 50 000 50
Issued on 12th September 2008 44 253 468 44 253
Issued on 20th April 2009 32 0
Issued on 30th July 2009 8 100 000 8 100
Issued on 1st March 2010 3 000 000 3 000
As on 31st December 2012 55 403 500 55 404

As on 31st December 2012, the Company recognizedathount of PLN 64,983 thousand corresponding to
issue of 10,740,983 series F ordinary bearer shaitesse shares were issued for the purpose ofdingrof
Rottneros AB shares acquisition (described in ndtes and 23.2 of the hereby financial statemefitsg. issue
and related increase of share capital were nostexgd in National Court Register as on the balaheet date.

22.1.1 Decrease of share capital of Arctic Paper S.A.

On 28th June 2012, the Company’s Ordinary Shareneleeting adopted a resolution regarding deargasi
the share capital of the Company by the amount ldfl 98,631,500 that is from the amount of PLN
554,035,000 to the amount of PLN 55,403,500 by ekesing the face value of each share by the amdivt P
9.00 that is from the amount of PLN 10.00 to thevant of PLN 1.00. The amount of the decrease wsig@ead

to the Company’s supplementary capital without paytrto shareholders. The decrease of the shartalkcepi
purposed to adjust the face value of shares tmmieethat would allow for increase of the capitadl éssue of
new shares.

On 9th November 2012, the decrease of share cayattegistered in National Court Register.
22.1.2 Nominal value of shares

Because of the aforementioned decrease of shaitalcaf) issued shares currently have a nominalezaf PLN
1 and have been fully paid.
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22.1.3 Purchase of treasury shares

On 28th June 2012, the Company’'s Ordinary Shareheldleeting adopted a resolution (current report
12/2012), in which it authorizes the ManagementrBaz the Company to purchase the Company’s trgasur
shares for the purpose of its redemption and dserefithe share capital or for the purpose of &rtelocation

or resale of the treasury shares on conditiondgratite course determined as below:

« The total amount of purchased shares shall noteex&500,000 (five million five hundred thousand)
shares;

- the total amount assigned by the Company for pseclud treasury shares shall not exceed the amdunt o
the reserve capital established for this purpdss,is PLN 27,500,000 comprising the price of passd
shares together with the costs of purchase;

« the price for which the Company will purchase isasury shares shall not be lower than PLN 1.00 nor
higher than PLN 10.00 per share;

- the authorization for purchase of the Company’astuey shares is valid for 60 (sixty) months sifmday
the resolution has been resolved,;

- purchase of treasury shares may occur with the atiedi of investment company, in stock and non-stock
transactions.

The Management Board, acting for the benefit of @wmpany, upon the opinion of the Supervisory Bpard
may:

«  stop the purchase of shares before 60 days stdrtingthe day the resolution was resolved or betbee
funds assigned for the purchase have been fuligedi

- refrain from purchase in part or in whole.

In case of a decision being made as mentioned ablwélanagement Board is bound to submit the m#&ion
regarding the decision for public knowledge in enmex determined in the Public Offering Act.

The conditions of purchase of treasury sharesHerpurpose of its redemption or further relocatiorresale
shall be in compliance with the principles of Corasibn Regulation (EC) No 2273/2003 dated 22 Decembe
2003.

After the process of purchase of the Company’sstrgashares, in compliance with conditions deteediby

the Shareholders Meeting, has ended, the ManageéBoand will call a Shareholders Meeting for themse of
adopting resolution regarding redemption of the @any’s treasury shares and adequate decrease r&f sha
capital, or — in case of assignment of the purahaderes to further relocation or resale — the gansent
Board will make a decision regarding further retama or resale of treasury shares. Redemption ef th
Company’s treasury shares and adequate decreasieard capital is acceptable also before the entheof
process of purchase of the Company'’s treasury share

The Ordinary Shareholders Meeting, acting by vidbiarticle 362 8§ 2 item 3 of the Code of Commdr€iades,
348 § 1 in connection with article 396 § 4 and She# Code of Commercial Companies, for the purpidse
financing of the purchase of the Company’s treassingres on conditions and within confines of the
authorization granted by the resolution, decidesstablish a reserve capital under the name of gésm
Programu Odkupu” for the purchase of treasury sharee amount of “Fundusz Programu Odkupu” is get t
PLN 27,500,000. “Fundusz Programu Odkupu” is agsigio purchase of treasury shares together witicake
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of the purchase. The Ordinary Shareholders Meeateajdes to distinguish the “Fundusz Programu Odkupu
from the reserve capital.

Until the day of the hereby financial statements Management Board of Arctic Paper S.A. has nothaged
any treasury shares of the Company.

22.1.4 Shareholders with significant shareholding

As on As on As on
31st December 2012* 31st December 2012  31st December 2011

Trebruk AB (former Arctic Paper AB)
Share in capital 62,79% 74,96% 74,80%
Share of votes 62,79% 74,96% 74,80%

Nemus Holding AB

Share in capital 8,82%
Share of votes 8,82%
Others
Share in capital 28,39% 25,04% 25,20%
Share of votes 28,39% 25,04% 25,20%

*number of Arctic Paper S.A. shares include inceeafsshare capital by 10,740,983 series F shadepted by resolution of
Extraordinary Shareholders Meeting dated 3rd Deeerb12 (for details see note 23.2 to the hereignfiial statements)
and registered in National Court Register on l1@tiuary 2013.

22.2. Foreign branch operations currency translation

Functional currency of the Company’s foreign brarscBwedish crown.

As at the balance sheet date, assets and liabitifioreign branch are translated into functiomairency using
the foreign exchange rate prevailing for the givamrency at the balance sheet date and its stateafen
comprehensive income is translated to functionatericy using weighted average for particular peribde
exchange differences arising on the translationptaeed in other comprehensive income and accusulit
equity and recognized in a separate line.

On 31st December 2012, foreign exchange differefroes translation of foreign branch recognized quigy
amounted to PLN 40 thousand (as on 31st Decemler PON -6 thousand). Exchange rate differencesnaris
from translation of foreign branch recognized iatstent of comprehensive income amounted to PLN +46
thousand in 2012 and PLN -11 thousand in 2011.

22.3. Share premium

Share Premium was created from the excess of emigalue above the nominal value in 2009 in the amhof
PLN 40,500 thousand, less cost of issue recogragereduction of share premium in the amount ™ BJ515
thousand PLN.

In 2010 the share premium capital was increaséddly 27,570 thousand resulting from the excess dafsion
value above the nominal value of Series E shase®ds

In 2010, share premium was created from the stgtutistributions of the profits generated in prexgoyears
amounting to PLN 8,734 thousand, as a result dfibligion of Arctic Paper S.A. financial result, isuant to
article 396 of the Code of Commercial Companies (B%rofit for the given financial year).
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In 2011 a share premium was founded to cover Inosthé amount of PLN 7,771 thousand as a result of
distribution of Arctic Paper S.A. financial resybtirsuant to article 396 of the Code of CommerCiaimpanies
(8% of profit for the given financial year).

In 2012 a share premium was founded to cover Inosthé amount of PLN 2,184 thousand as a result of
distribution of Arctic Paper S.A. financial resytirsuant to article 396 of the Code of CommerCiainpanies
(8% of profit for the given financial year).

On 28th June 2012, the Company’s Ordinary Shareneleeting adopted a resolution regarding deargasi
the share capital of the Company by the amount ldfl 98,631,500 that is from the amount of PLN
554,035,000 to the amount of PLN 55,403,500 by ekesing the face value of each share by the amdit P
9.00 that is from the amount of PLN 10.00 to theoant of PLN 1.00. The amount of the decrease diall
assigned to the Company’s supplementary capit&lowitpayment to shareholders.

As on 31st December 2012 the total value of the @omw's share premium is PLN 580,878 thousand (31st
December 2011: PLN 80,062 thousand).

22.4. Other reserves

As on 31st December 2012 the total value of otlhwpEmentary capitals of the Company amounts to PLN
200,407 thousand (31st December 2011: PLN 120fxifsand).

Changes in supplementary capitals resulted froneiss series F shares (PLN 64,983 thousand), wstezgd in
National Court Register on the balance sheet dadefmm the distribution of financial result for 20 (PLN
15,148 thousand).

22.5. Retained earnings (losses) and limits to its distsution

In accordance with the provisions of the Code ofm@wrcial Companies, the company is required toterea
reserve capital for possible losses. Transferretisocapital category is 8% of profit for the givBnancial year
recognized in the standalone financial statemehtieocompany until the reserve capital reachdsast one
third of the share capital of the company. Appration of the reserve capital and other reservesmipon the
decision of the General Meeting of Shareholdersyeher, the reserve capital in the amount of onel tbf the
share capital may be used solely for the absorpifdnsses reported in the standalone financidgéstants of
the company ad shall not be used for any otherqaerp

As on 31st December 2012 there are no other liimitadtoncerning the payout of the dividend.

23. Conditional increase in share capital and change iassumptions of
motivational program

23.1. Change in assumptions of incentive program

On 30th July 2009 the Company’s Extraordinary Shalders Meeting adopted the Resolution no 4 reggrdi
assumptions of incentive program for key managero#fiters providing a possibility of gratuitous adsjtion
of subscription warrants entitling to claim shaoé® series excluding pre-emptive rights. As ontIdscember
2011 there contracts concluded to dispense 365#maliof warrants. Until the day of preparing of tieeeby
report none of the entitled persons exerciseditie to exchange warrants for Company’s shares.

Because of the change in face value of share< thas also a change of conditional increase ofstepital as
provided in the Company’s Articles of Associatiohigh shall amount to PLN 1,500 thousand.
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The conditional increase of share capital was pawéal for the purpose of execution of the rightsléam series
D shares by the holders of warrants. The term e€etion of the rights to claim series D sharesheyttolders of
warrants expires on 31st December 2013.

On 28th June 2012 the Ordinary Shareholders Meedleag adopted a resolution regarding change of the
resolution no 4 dated 30th July 2009 regarding mpsions of incentive program for key managers & th
Company, in reference to the value of shares’ iggiee for which the entitled persons may claim shares.
Until the day of publishing of the hereby repomtrh were no amendments to the agreements conchittethe
entitled persons, therefore, based on the legalimpiheld by the Company, these persons are niteénto
exchange warrants for Company’s shares.

23.2. Calling for purchase of Rottneros AB shares

On 3rd December 2012, by the power of resolutidRegolution”), the Extraordinary Shareholders Megtin
approved Arctic Paper S.A. for the purchase of ehaf a Swedish law company Rottneros AB, through
conditional calling for applying to sell or exch&nthe shares. The amount of conditional increasshafe
capital, in connection with exchange of Rottnerd® ghares for the Company’s shares, has been set taore
than PLN 30,061,464.00.

The conditional increase of share capital had lebadet performed through issue of no more than 284%8i1
series F ordinary bearer shares with nominal vafueLN 1 each (hereinafter: “Series F shares”).

The conditional increase of share capital had loabet performed for the purpose of granting the dasbf
subscription warrant series B (which shall be idsueder the Resolution) with the right to claimiBeiF shares.
The right to claim Series F shares could have legencised until 30th June 2013 by the holders bstiption
warrants series B on the conditions set in theeafi@ntioned Resolution.

The solely entitled to claim Series F shares weeehblders of subscription warrants series B.

All Series F shares could be paid only with cashitrioution, in the contractual compensation perfednby the
holders of subscription warrants series B of thietdee holder has in the Company on the groundsetoan

granted to the Company (by the holder) of the Camjzashares for the purpose of the Company’s eiatuf

the commitment to release the Company’s shardsetghareholders of the Swedish law company Rotsnémno
connection with the calling announced by the Comgdan applying to sell or exchange Rottneros shéoeshe

Company’s shares. The release of the Company’'esheas to be made for cash contribution, resuftmg the

compensation of a cash exchangeable liability withaterial liability of the return of the Compangisares.

Series F shares had had to be issued in the fordoafiments and will be personal bearer securilibe
Management Board of the Company was authorizedmelade with the chosen entity, entitled to maimtai
depository of securities, an agreement on SersgsaFes deposit, until their dematerialization aad ®f trading
on a regulated market. Series F shares had haglissieed in portions.

Series F shares had had to take part in divideddaag other distribution of the possessions, cotaduby the
Company, equally with any other shares in the Camppsince the day of issue, which means that ifdiue of
settling the right for dividend, the right for pegpnent towards future dividend, the subscriptight;i the right
for bonus shares, or any other right or benefinftbe Company related to the shares held on thepar day,
will be set to a day that will not be earlier ththe day of release of the Series F shares, theesIeshares will
be entitled to participate in the right equallywény other shares in the Company.

On condition that the conditional increase of shwagital of the Company, had been registered, tizeebolders
Meeting decided to issue no more than 28,561,464opal subscription warrants series B, each of whic
entitles to claim 1 Series F share (hereinafteb$8tiption Warrants”).
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Subscription Warrants were offered to Trebruk ABSaedish law company, previously Arctic Paper AB)
(hereinafter “Trebruk”), in the number equal to thember of the Company’s shares lend to the Compagny
Trebruk for the purpose of execution of the Comparfiythe commitment to transfer the shares to the
shareholders of Rottneros as a result and in sedtieof the announced by the Company the callingbplying

to sell or exchange of all Rottneros shares.

Subscription Warrants had had to be issued freehafge in the form of documents and shall be peaison
securities. Subscription Warrants could be issmegoirtions, in one series, in the number that shatlexceed
28,561,464, each entitling to claim one Seriesdfeshwith the term until 30th June 2013.

Exercise of Subscription Warrants, coverage ofeSdfi shares and release of Series F shares irgbstion of
the commitment resulting from use of Subscriptiomr¥ints should have occurred simultaneously with th
transfer of shares in the Company to the sharetolufeRottneros in the execution of the commitmesulting
from the loan agreement of the Company’s shares.Management Board was authorized by the resolttion
release the Subscription Warrants to the entitezdqns after the registration of the conditionatéase of share
capital of the Company.

For more details see current report 30/2012.

24. Acquisition of subsidiaries

On 20th December 2012, Arctic Paper S.A. purch&866% of shares in Rottneros AB, a company listed
NASDAQ OMX stock exchange in Stockholm, Sweden.tRRebs AB owns 100% of shares in two pulp mills
located in Sweden: Rottneros Bruk AB and VallvikalBAB, as well as in an office dealing in pulp ghases,
SIA Rottneros Baltic, seated in Latvia, and in anpany producing food packaging — Rottneros Packpgis,
seated in Sweden.

25. Interest-bearing loans and borrowings

Effective ) As on As on
percentage Maturity 31st 31st

rate % date December December
2012 2010

Current

Bonds 1/2010 series (three-years) in PLN,
interest rate Wibor + 4% 8,88% 25.02.2013 51189 4080
- current part (accrued interest)

Bonds 1/2011 series (two-years) in PLN, interest
rate: Wibor + 4% 9,45% 25.02.2013 23 015 2120
- current part (accrued interest)

Loan from Arctic Paper Kostrzyn S.A. in PLN,

0,
interest rate: Wibor + 2% 6,13% 30.06.2014 23782 22 535
Loan from Arctic Paper Kostrzyn S.A. in PLN,
interest rate: Wibor + 2,5% (interest) 31.03.2013 248
98 260 28 735
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Non-current

Bonds 2/2010 series (three-years) in PLN,

interest rate Wibor + 4% 8,88% 25.02.2013 - 119 814
-non-current part

Bonds 1/2011 series (two-years) in PLN, interest

rate: Wibor + 4% 8,13% 25.02.2013 - 80 000

- non-current part

Loan from Arctic Paper Kostrzyn S.A. in PLN,

0, -
interest rate: Wibor + 2,5% 6,63% 31.12.2017 128 300

128 300 119 814

*loan recognized as current because of the posgibfl payment on request

25.1. Interest-bearing loans and borrowings

On 27th November 2012, the Company concluded a &mpaement with Arctic Paper Kostrzyn S.A. for the
amount of PLN 200,000 thousand, intended fullytfa repayment of bonds series 1/2012 and 1/20uigdsly
the Company. The loan agreement do not set angtisantees and was concluded for a specified pefiod
time — until 31st December 2017, however, the heeromay in any time request the earlier paymensuich
case the payment term is set for 3 months sinceetingest was filed. The loan bears interest of WRBZM plus
the margin.

In the years ended 31st December 2012 and 31snibere2011 the Company did not take any other baakd
and borrowings.

25.2. Bonds issue and repayment

On 21st December 2012, Arctic Paper SA, with the afsloan taken in Arctic Paper Kostrzyn S.A. peried

an early and partial repayment of bonds series1D'2hd 1/2011. The nominal value of bonds repaiduants
respectively to PLN 70,400 thousand and PLN 57, fHeusand. The aggregate value of interest on coupon
bonds paid in 2012 amounts to PLN 21,645 thousahe.outstanding amount of bonds was repaid in gineeal
term of 25th February 2013.

26. Provisions

As on 31st December 2012, the Company made prongsio the amount of PLN 827 thousand (2011: PLN
1,892 thousand) and were presented as long-tebiitles. This amount includes a total provisiorr foost-
employment employee benefits.
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27. Trade and other payables, other liabilities and aawals

27.1. Trade and other payables, other liabilities (short- term)

As on As on
Note 31st December 31st December
2012 2011
Trade payables
Due to related parties 29 -
Due to non-related parties 29 037 1918
29 037 1918
Other current liabilities
Due to related parties 29 22 1604
Due to employees 708 649
Due to state budget 718 1342
Other liabilities 232 4
1680 3600

Terms and conditions of financial liabilities pratsd above:
. for terms and conditions of transactions with edaparties, refer to note 29.

- trade payables are non-interest bearing and araatigrsettled within 30 days.
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27.2. Accruals

As on As on
31st December 2012  31st December 2011

Accrued expenses for:

Vacation liability to employees 858 1731
Bonuses to employees of the Group 53 865
Audit, legal and consulting services 747 50
Marketing costs 344 48
Accrued commissions to external agents 193 -

Other 46 34
Total 2241 2727
- long-term - -

- short-term 2241 2727
2241 2727

Prepaid income for:

Remuneration for guarantee of the Arctic Apafestrzyn credit facility 2972 )
Total 2972 -
- long-term 1974 -

- short-term 0998 -
2972 0

Prepaid income relates to remuneration of Arctipd?e5.A. on the grounds of commission on guaraofese
loan granted to Arctic Paper Kostrzyn S.A. Theltataount of commission, according to concluded ewgent,
equals 1% of the granted loan amount, that is PJ99@Bthousand.

28. Contingent liabilities

Contingent liabilities of the Company related te tluarantee of the bank loan granted to Arctic PEpstrzyn
S.A. by a consortium of banks: Polska Kasa Opieki.,Bank Zachodni WBK S.A. and BRE Bank S.A. (the
loan agreement was described in details in notk t82annual consolidated financial statements).

28.1. Tax settlements

Tax settlements, together with other areas of legaipliance (e.g. customs or foreign exchange &e)subject
to review and investigation by a number of autlesitwhich are entitled to impose severe finesaftes and
interest charges.

The lack of reference to well established regufetion Poland results in a lack of clarity and imiiggin the
regulations. Frequent contradictions in legal iptetations both within government bodies and betwee
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companies and government bodies create uncertiatieé conflicts. These facts create tax risks ilarbthat
are substantially more significant than those tgjhjcfound in countries with more developed taxteyss.

Tax authorities may examine the accounting recwiittsin up to five years after the end of the yaawhich the
final tax payments were to be made. Consequeritty,Gompany may be subject to additional tax litedi
which may arise as a result of additional tax audit

The Company believes that adequate provisions baes recorded for known and quantifiable riskshis t
regard as on 31st December 2012.
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29.

Related party disclosures

The table below presents the total values of tretieses with related parties entered into duringentr and prior year:

Related party

Subsidiaries:
Arctic Paper Kostrzyn S.A.

Arctic Paper Munkedals AB

Arctic Paper Mochenwangen GmbH
Arctic Paper Grycksbo AB

Arctic Paper Investment GmbH
Arctic Paper Investment AB

Arctic Paper Deutschland GmbH
Arctic Paper Sverige AB

Arctic Paper Danmark A/S

Arctic Paper ltalia srl

Arctic Paper Espana SL

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

Sales to
related

Sales to
related parties

15 364
7 689
10 225
8 941

105
1430
11514
8 040

26
42
35
53
13
31

11

parties

Interest — Interest —
financial financial
income costs
71 46 343
32 9 996
29 1960
31 1859
- 71
- 513
261 -
147 -
- 1300
- 2116
- 23809
- 23134
1 -
5 R
17 -
- 200

Receivables

1740
998

including
overdue

1645
692
1540

1363
544

5097
1696

337
1152

4 556
24

24

including

Payables .
in arrears

465 -
27 658

12 809 -

33 05 -
32 843 -
308 543 -
284 736 -

Loan

liabilities

152 330

22535
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Sales to Salesto Ir\teres.t - Ipteres.t h . including including Loan
Related party . related financial financial Receivables Payables . o
related parties ) . overdue in arrears liabilities
parties Income costs
Subsidiaries:
Arctic Paper Norge AS 2012 12 - - - - - - - -
2011 27 9 1330 - - - - - -
Arctic Paper Benelux S.A. 2012 16 - - - - - - - -
2011 16 - - - - - - -
SIA Arctic Paper Baltic States 2012 4 - - - - - - - -
2011 4 - - - - - - -
Arctic Paper France SAS 2012 21 - 638 - - - - - -
2011 21 - - - - - - -
Arctic Paper Papierhandels GmbH 2012 - - - - - - - - - -
2011 1 - - - - - - -
Arctic Paper UK Limited 2012 15 1 - - - - - - -
2011 24 5 2001 - - - - - -
Arctic Paper Schweiz AG 2012 9 - - - - - - - -
2011 8 - - - - - - -
Arctic Paper Polska Sp. z o.0. 2012 14 2 770 - - - - - - -
2011 15 24 - - - - - -
Arctic Paper East Sp. z o.0. 2012 3 1 100 - 16 - - - - -
2011 3 - 16 - 20 - - -
Arctic Energy Sverige AB 2012 196 - - - 254 - - - -
2011 57 - - - 62 - - -
Other:
IPM Sp.z 0.0. Sp.k. 2012 - 1313 - - - - - - -
2011 - - - - - - - -
Galileus Sp.z 0.0. Sp .k. 2012 - 108 - - - - - 4 -
2011 - 116 - - - - - -
Total 2012 37583 1788 74 992 1740 30 696 - 372066 22 - 152 330
2011 26 419 270 41 165 998 16 108 - 358046 1604 - 22 535

Accounting policies and additional notes includedobages from 12 to 63 are an integral part of tfies@cial statements

55



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deqehii
Accounting policies and additional explanatory sote
(in PLN thousands)

29.1. The ultimate parent
The direct parent of the Group is Trebruk AB (forimeArctic Paper AB). The parent company of TrebAR
is Casandrax Financials S.A.

There were no transactions between the Companyjtanttimate parent during the years ended 31seber
2012 and 31st December 2011, apart for the transaolvith Trebruk AB as shown in note 29.

29.2. Terms and conditions of transactions with related prties

Related party transactions are made at an armggHen

29.3. Loans granted to members of the Management Board

During the period covered by these financial statetsy Company did not grant any loans to key managé
and did not grant any loans in the comparativeogkeri

29.4. Remuneration of the Company’s key management persoel

29.4.1 Remuneration paid or due to the members of the Mgament Board and the members of

the Supervisory Board
Key management personnel as on 31st December 20t@riced five persons: President of the Management
Board and four Members of the Management Board.

The table below presents the total value of rematimrs to the members of the Management Board laad t
members of the Supervisory Board for current anar year:

As on As on
31st December 2012  31st December 2011
Management Board
Employee benefits (salaries and social securities) 4 562 4 604

Rada Nadzorcza
Employee benefits (salaries and social securities) 624 792

Total 5186 5 396

29.4.2 Directors' interests (including members of Managemend Supervisory Boards) in
employee share incentive plan

On 30th July 2009 the Extraordinary General Shddsns’ Meeting adopted the resolutions number 4 on
approving the assumptions of an incentive programkéy managers, consisting of the opportunity dquire
free-of-charge subscription warrants that will dealhe holders to take up series D shares withuebed pre-
emptive rights.

Until 31st December 2012 there were agreementgdigaacquiring these warrants executed to disp868e
thousand warrants. Until the date of preparinghaf tonsolidated financial statements none of thélegh
persons has exercised the right to payable comrersdi the warrants to the Company’s shares. Baseth®
legal opinion held by the Company, because ofdlk& kigning of changes to agreements with entjilerdons,
they cannot request exchange of warrants to thep@owy's shares.
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30. Information about the contract and remuneration ofauditor or audit
company

The table below presents the remuneration of thdit amompany, paid or payable for the year ended 31s
December 2012 and 31st December 2011 by categ@sreices:

Type of service As on As on

31st December 2012  31st December 2011
Year-end audit 279* 265*
Year-end audit (branch office) 48 31
Tax consultancy - -
Other services 827 50
Razem 1154 346

* relates to Ernst & Young Audit Sp. z 0.0.

31. Financial risk management objectives and policies

The Company’s principal financial instruments coisgrbonds issued, cash at bank and loans grantkd an
received within the Group. The main purpose oféhagncial instruments is to raise finance for @@mpany’s
operations. The Company has various other finamesfuments such as trade receivables and traghb|ess,
which arise directly from operations.

The principle used by Company currently and thrawughthe whole period covered by these financiaestents
is not to put financial instruments on market.

The main risks arising from the Company's finanamstruments are interest rate risk, liquidity ri$reign
currency risk and credit risk.

The Management Board reviews and agrees policiemémaging each of these risks and they are surnedhri
below. The Company has also been monitoring rigkafket prices of holding financial instruments.

31.1. Interest rate risk

The Company’s exposure to the risk of changes irketanterest rates relates primarily to the Conymatong-
term debt obligations and granted loans with végiafiterest.

Interest rate risk — sensitivity to changes
The following table demonstrates the sensitivitypadfit before tax to a reasonably possible changmterest

rates, with all other variables held constant {thfothe impact on floating rate borrowings). Impaectequity or
total comprehensive income has not been presented.
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Impact on
Increase / Decrease
in percentage points gross result for
2012

As on 31st December 2012
PLN +1% 486
EUR +1% 326
SEK +1% 0
PLN -1% -486
EUR -1% -326
SEK -1% 0

Increase / Decrease Impact on

in percentage points gross result for

2011

As on 31st December 2011
PLN +1% 719
EUR +1% 457
SEK +1% 0
PLN -1% -719
EUR -1% -457
SEK -1% 0

31.2. Foreign currency risk

The Company is exposed to transactional foreigrecuy risk. The risk mainly arises as a resultegkiving by
the Company dividends from subsidiaries - and kower extent — as a result of purchase transacticexde in
currencies other than its functional currency.

The following table demonstrates the sensitivitypaifit before tax (due to changes in the fair eabdi monetary
assets and liabilities) and the Company’s equityressonably possible change of exchange rate efgior
currencies with all other variables held constant.

Increase/ Impact on total
decrease of Impact on comprehensive
currency rate gross result income

31st December 2012 — SEK +1% 56 -2
-1% -56 2

31st December 2012 — EUR +1% 371 -
-1% -371 0

31st December 2012 — USD +1% 5 -
-1% -5 -

31st December 2011 — SEK +1% -45 -3
-1% 45 3

31st December 2011 — EUR +1% 206 -
-1% -206 -
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31.3. Creditrisk

With respect to credit risk arising from other ficéal assets of the Company, which comprise cashcash
equivalents and receivables, the Company’s expdsuceedit risk arises from default of the courparty, with
a maximum exposure equal to the carrying amoutitaxfe instruments.

There are no significant concentrations of cradk within the Company, except for the related ipart

31.4. Liquidity risk

The Company monitors its risk to a shortage of funding a recurring liquidity planning tool. Thigot
considers the maturity of both its financial invesnts and financial assets (e.g. accounts receisabther
financial assets) and projected cash flows fronrantaed bank loans.

The table below summarizes the maturity profileref Company’s financial liabilities at 31st DecemB812
and 31st December 2011 based on contractual unadiszh payments.

<
31st December 2012 On demand 8 31012 lto5years >5years Total
months months
Borrowings and loans - 74 204 - 188 334 - 262 538
Other liabilities - 30 717 - - - 30 717
- 104 921 - 188 334 - 293 255
<3 3to0 12
31st December 2011 On demand lto5years >5years Total
months months
Borrowings and loans - 6 200 22535 200 000 - 228 735
Other liabilities - 4175 - - - 4175
- 10 375 22 535 200 000 - 232910

32. Financial instruments

The Company does not have any material financi&ituments, except of bank agreements related todssosits,
loan agreements and agreements on the issue af.bond

32.1. Fair value

Fair value is the amount at which an asset coulddught or sold, and a liability settled in a catrgansaction
between willing and well informed parties.

32.2. Derivatives

Derivative is a financial instrument or other cawctr covered by IAS 39 compliant with the followitigree
conditions:

« Its value changes alongside with the change ofifspednterest rate, price of financial instrumeptice of
commodity, currency exchange rate, price indexatiorindex, credit rating or credit index, or other
variable, assuming that in case of non-financialaide, that variable is not specific for a couptaty
(sometimes called the underlying);
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« It does not require primary net investment or reggiprimary net investment lesser than for othets saf

contracts that are expected to have similar reaetio market fluctuations, and

« lIts realization is going to take place in the fetur

Fair value of derivative financial instruments éognized within assets in the balance sheet wieefair value
is positive or within liabilities, when the fair ke is negative. Profit or loss on change in the V¥alue of
derivatives is recognized in the income statemadeufinance income or finance costs.

The Company is entitled to designate selected avias as a hedge under hedge accounting.
32.3. Fair values of each class of financial instruments

The table below presents a comparison by categoagsets and liabilities of carrying amounts arid falues
of all of the Company's financial instruments.

. Carrying amount Fair value

Category in

accordance 31st 31st 31st 31st

with IAS 39 December December December December

2012 2011 2012 2011
Financial assets
Other financial assets (non-current) L&R - 289 108 - 289 108
Trade and other receivables L&R 30 790 16 242 30790 16 242
Other financial assets (current) L&R 26 476 112 756 26 476 112 756
Cash and cash equivalents FVTPL 30 356 25 368 30 356 25 368
Financial liabilities
Interest-bearing loans and borrowings 152 356 28 735 152 356 28 735
(current) OFL
Debt securities: OFL
- Debt securities non-current - 199 814 - 119571
- Debt securities current 74 204 68 722 74 204 68 722

Trade and other payables OFL 29 037 4175 29 037 4175
Abbreviations used:
HtM — Financial assets held to maturity,
FVTPL — Financial assets/ financial liabilities fair value through profit or loss,
L&R — Loans and receivables,
AFS — Available-for-sale assets,
OFL — Other financial liabilities msured at amortized cost.

The Management Board believes that carrying amooitther financial instruments do not materialijfet
from their fair values.
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32.4. Interest rate risk

The following table sets out the carrying amoumnt,nmaturity, of the Company's financial instrumetitat are
exposed to interest rate risk:

31 December 2012

< - - - - >
Variable interest lyear 1-2tears 2-3years 3-4years 4-5years 5 years total

Cash assets 10 000 - - - - -

Loans granted to related parties 26 465 11 - 308544 - -35 020

Loans received from related paries 23782 - - - 128300 152 082

Bonds 2/2010 series (three-years) 51189 - - - - - 51189

Bonds 1/2011 series (two-years) 23015 - - - - - 23015
134 45: 11 - 30854: 128 30( - 561 30t

31 December 2011

- - - - >
Fixed rate <lyear 1-2tears 2-3years 3-4years 4-5years 5 years total

In connection with recognized write-off the Comparoncluded that loans granted to Arctic Paper limeat
GmbH in the amount of PLN 37,058 thousand (togethitr interest) are not burdened with interest ratk.

31st December 2011

< — - - - >
Variable interest lyear 1-2tears 2-3years 3-4years 4-5years 5 years total

Loans granted to related parties 68941 230826 - 38 28 - -

Loans received from related paries 22535 - - - - -

Bonds 2/2010 series (three-years) 4080 119813 - - - - 3893

Bonds 1/2011 series (two-years) 2120 80 001 - - - - 8 12
97 67t 430 64( - 58 28: - - 58659

31st December 2011

< - - - - >
Fixed rate lyear 1-2tears 2-3years 3-4years 4-5years 5 years total

33. Capital management

The primary objective of the Company’s capital ngeraent is to ensure that it maintains a strongitcrating
and healthy capital ratios in order to supporbiisiness and maximize shareholder value.
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The Company manages its capital structure and mak@stments to it, in light of changes in economic
conditions. To maintain or adjust the capital dinoe, the Company may adjust the dividend payment t
shareholders, return capital to shareholders areiseew shares. No changes were made in the olgsctiv
policies or processes during the years ended 3ctmber 2012 and 31st December 2011.

The Company monitors capital using a gearing ratltich is net debt divided by total capital plus debt. The
Company’s policy is to keep the gearing ratio betwé&0% and 30%. The Company includes within net,deb
interest bearing loans and borrowings, trade ahdrgiayables, less cash and cash equivalents.

As on As on
31st December 2012 31st December 2011

Borrowings and loans 226 560 228 548
Trade payables and other liabilities 30 717 5518
Less cash at bank and in hand (30 356) (23 760)
Net debt 226 922 210 306
Equity 850 198 780 188
Total equity 850 198 780 188
Equity and debt 1077 120 990 494
Leverage ratio 0,21 0,21

34. Employment structure

The average employment in the Company in the yeaed 31st December 2012 and 31st December 2011 was
as follows:

As on As on

31st December 2012 31st December 2011
Management Board 4 5
Finance 4 3
Sales and marketing 7 6
Administration 2 2
IT 1 1
Total 18 17

35. Events after the reporting period

35.1. Acquisition of Rottneros shares in 2013

In 2013, Arctic Paper S.A. continued to purchasaresh of Rottneros AB either under the calling, vehos
principles were described in note 23.2 to the herBbancial statements or through direct purchaises
NASDAQ OMX stock.

In December 2012 and in 2013, the Company issugrkggte 13,884,283 Subscription Warrants and exgthn
it to 13,884,283 series F shares. All issued shhassbeen until the date of publishing of the hgnedport
registered in National Court Register.
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After settlement of all stages of the calling, tBempany is entitled from — after acquisition of E®in
Rottneros under the calling and beyond the callingggregate 82,726,339 of Rottneros AB shares which
represents 54.2% shares in Rottneros.

35.2. Increase of share capital

The amount of share capital recorded in the registeentrepreneurs of National Court Register, rafte
registration in 2013 of series F shares issuehempturpose of financing of acquisition of Rottnefds amounts
to PLN 69,287,783 and is divided to:

+ 50.000 series A shares,

+  44.253.500 series B shares,

+ 8.100.000 series C shares,

+ 3.000.000 series E shares,

« 13.884.283 series F shares
Total 69.287.783 ordinary bearer shares with nohviale of PLN 1 each.

The total number of votes resulting from all shasssied by Arctic Paper S.A. after recording of thanges in
share capital amounts to 69,287,783 votes.

35.3. Agreement with liquidity provider

The Company concluded an agreement with Erik PeBaekaktiebolag, a company who will, starting from
14th January 2013, serves the function of liquigityvider for the Company’s shares traded on NASDBIQX
stock exchange in Stockholm.

35.4. Repayment of bonds

On 25th February 2013, according to the provisiminagreements, Arctic Paper S.A. performed a regayraf
the rest bonds, that is PLN 71,900 thousand togetliith interest. Therefore all liabilities of theo@pany
towards bondholders and BRE Bank S.A. and relatéssue of bonds ceased.
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Signatures of the Management Board Members

Position Name and surname Date Signature
(P::?;ids:éciftit/t;eol\:f?cr:rlgement Board Michat Jarczyiski 30 April 2013
gﬁgb;;;:j :\)/If:zzrgement Board Michat Bartkowiak 30 April 2013

Bt e et 2o | sk 0 oz
g"ﬁgﬁrg’;;zea? da:/laSiZfi:; Board | \oifgang Lubbert 30 April 2013
g"ﬁgbg;zgzsg"ﬂoi;?gfmem Board | 5o Skoglund 30 April 2013
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