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IMPORTANT INFORMATIO

Important information

General

Arctic Paper S.A., registration number (KRS No) 0000306944, has made a public takeover offer for all
shares in Rottneros AB, registration number 556013-5872, on the terms and conditions set out in this offer
document (the “Offer” and the “Offer Document”). In the Offer Document, “Arctic Paper” or the “Com-
pany” refers to, depending on the context, Arctic Paper S.A. or the group in which Arctic Paper S.A. is the
parent company. In the Offer Document, “Rottneros” refers to, depending on the context, Rottneros AB
or the group in which Rottneros AB i the parent company.

This document has been prepared in relation to the Offer and the admission to trading of Arctic
Paper’s shares on NASDAQ OMX Stockholm (“NASDAQ OMX").

NASDAQ OMX's Rules Regarding Takeover Offers (1 July 2012) (the “Takeover Rules”), the Swedish
Securities Council’s statements regarding interpretation and application of the Takeover Rules and, where
applicable, the Swedish Securities Councils former rulings regarding interpretation and application of
the Swedish Industry and Commerce Stock Exchange Committee’s rules on public offers, are applicable
on the Offer.

Arctic Paper has, pursuant to the Swedish Act on Public Takeovers on the Stock Market (Sw: lag
(2006:451) om offentliga uppkdpserbjudanden pa aktiemarknaden) undertaken towards NASDAQ OMX
to comply with the Takeover Rules and the Swedish Securities Council’s rules regarding interpretation
and application of the Takeover Rules, and to submit to any sanctions that NASDAQ OMX may decide
upon in the event of an infringement of the Takeover Rules. Arctic Paper informed the Swedish Financial
Supervisory Authority (Sw: Finansinspektionen) (the “SFSA”) about the commitment to NASDAQ OMX on
7 November 2012.

The Offer as well as any agreements concluded between Arctic Paper and the shareholders in
Rottneros under the Offer will be governed by and interpreted in accordance with Swedish law. Any dis-
pute relating to, or arising in connection with, the Offer or the Offer Document shall be settled exclusively
by Swedish courts, with the Stockholm District Court as the court of first instance.

The Offer Document has been approved and registered by the SFSA in accordance with the regula-
tions in Chapter 2 of the Swedish Act on Public Takeovers on the Stock Market and Chapter 2a of the
Swedish Financial Instruments Trading Act (Sw: lagen (1991:980) om handel med finansiella instrument).
This registration does not constitute any guarantee from the SFSA that the information in the Offer Docu-
ment is correct or complete.

The Offer Document has been published in a Swedish and an English version. In the case of any
discrepancy between the language versions, the Swedish language version shall prevail.

The information in the Offer Document shall be considered as correct, although not complete, only as
of the date of the Offer Document. There is no guarantee that the information has been or will be correct
atany other time. In case the information in the Offer Document has been received from a third party,
this information has been reproduced correctly and - to Arctic Paper’s knowledge and ability to confirm
through comparison with other information that has been made public by such third party - no informa-
tion has been withheld in a manner that could render the information given incorrect or misleading. In cer-
tain places in the Offer Document, Arctic Paper’s position on the market or in relation to its competitors is
described. This information is based on Arctic Paper’s revenues in relation to the Company’s assessment
of the size of the markets in question and the revenues of the competitors. The information in the Offer
Document is furnished solely for the purpose of the Offer and may not be used for any other purpose.

The information about Rottneros in sections “Description of Rottneros” on pages 74-85, ""Rottneros
financial information for 2009-2011" on page 226 and " Rottneros interim report January — September
2012" on pages 227-242 in the Offer Document is based on information made public by Rottneros and has
been reviewed by the board of directors of Rottneros. Arctic Paper does not guarantee and accepts no
responsibility that the information herein regarding Rottneros is correct or complete.

Nordfirst Corporate Finance (“Nordfirst”) is acting as financial advisor to Arctic Paper, and no other, in
connection with the Offer. Nordfirst will not be responsible to any other than Arctic Paper for providing ad-
vice in connection with the Offer. Nordfirst has not assumed any obligation to verify the information herein,
and disclaims any responsibility with regard to such information.

Apart from what is indicated in the sections "Auditor’s report regarding the pro forma financial
information” on page 38, “Auditor’s report regarding historical financial information” on page 72, and *
Auditor’s report regarding historical financial information” on page 86 or otherwise expressly indicated
in the Offer Document, no information in the Offer Document has been reviewed by the auditors of Arctic

Paper or Rottneros.

Forward-looking statements

The Offer Document contains certain forward-looking statements. Arctic Paper encourages the reader of

the Offer Document to take into account that forward-looking statements do not constitute any guarantee
of future results, and that actual results can differ significantly from those described in the forward-looking
statements. Forward-looking statements can be identified by the fact that they do not relate only to

historical or current facts and may comprise of words such as “may”, “will", “seek”, “continue”, “aim”,

“anticipate”, “target”, “expect”, “estimate”, “intend”, “goal”, “plan”, “believe” or other words of similar

Definitions

meaning. The forward-looking statements can, among other things, include statements regarding the
future financial position of Arctic Paper, income growth, assets, depreciations, business strategy, divi-
dend, expected increases in growth within Arctic Paper’s area of operations, calculated costs, estimated
investments, and plans and objectives for future operations and other statements not comprising histori-
cal facts. Forward-looking statements are by their nature associated with risks and uncertainty, since they
relate to future events and circumstances, including but not limited to Swedish and global financial and
trade related circumstances, market-related risks, the policies and actions of governmental and regula-
tory authorities, changes in legislation, further development of the application of International Financial
Reporting Standards (“IFRS”) to past, current and future periods, the development of interpretation and
application of the IFRS, rulings in pending and future disputes, results of future acquisitions and other stra-
tegic transactions, as well as the impact of competition —a number of such factors being beyond Arctic Pa-
per’s control. Therefore, future results may differ significantly from the plans, objectives and expectations
described in the forward-looking statements.

All forward-looking statements are furnished as of the date of the Offer Document. With the exception
of what is required by NASDAQ OMX or applicable law, Arctic Paper expressly disclaims any obligation
or undertaking to publicly announce updates or revisions to any forward-looking statements contained
in this Offer Document to reflect any change in expectations with regard thereto or any change in events,

conditions or circumstances on which any such statement is based.

Important information for shareholders outside Sweden and for banks, brokers and other nominees
holding shares for persons with residence outside Sweden

In order to access the Offer Document or participate in the Offer, itis required that the participant does
not reside in Australia, Hong Kong, Japan, Canada, New Zealand, South Africa or USA, and otherwise can
take part in the Offer according to the terms stated in the Offer Document.

The Offer, as per the terms given in the Offer Document, is not being made to persons whose partici-
pation in the Offer requires that any additional offer document is prepared or registration is effected or
that any other measures are taken in addition to those required under Swedish law. The distribution of the
Offer Document to or in certain countries may be restricted by law. Persons who obtain the Offer Docu-

ment have the responsibility to inform themselves about and observe any such restrictions.

THE OFFER DOCUMENT, THE ACCEPTANCE FORM OR OTHER DOCUMENTATION REGARDING THE
OFFER MUST NOT BE MADE AVAILABLE, MAILED OR OTHERWISE DISTRIBUTED OR SENT TO, INTO
ORIN ANY JURISDICTION IN WHICH THE DISTRIBUTION OR OFFERING WOULD REQUIRE ANY AD-
DITIONAL MEASURES TO BE TAKEN BY ANY LAW OR REGULATION IN SUCH JURISDICTION OR THAT
WOULD BE IN CONFLICT WITH ANY LAW OR REGULATION IN SUCH JURISDICTION. ARCTIC PAPER
WILL NOT PERMIT OR ACCEPT ANY SUCH DISTRIBUTION. IF ANY PERSON RESIDING IN AUSTRALIA,
HONG KONG, JAPAN, CANADA, NEW ZEALAND, SOUTH AFRICA OR USA, OR ANY AGENT, FIDUCIARY
OR OTHER INTERMEDIATE ACTING ON BEHALF OF A PRINCIPAL RESIDING IN AUSTRALIA, HONG
KONG, JAPAN, CANADA, NEW ZEALAND, SOUTH AFRICA OR USA, ATTEMPTS TO ACCEPT THE OFFER
AS ARESULT OF DIRECTLY OR INDIRECTLY HAVING VIOLATED THESE RESTRICTIONS, THE ACCEPT-
ANCE MAY BE DISREGARDED.

No information in the Offer Document constitutes an offer to acquire or a solicitation to sell securities in
Australia, Hong Kong, Japan, Canada, New Zealand, South Africa or USA or in any other jurisdiction in
which such offer or solicitation would be in conflict with the legislation or any other regulation. The Offer
is not being made, directly or indirectly, through mail or any other means of communication (including but
not limited to telefax, e-mail, telex, telephone and the Internet) in or into Australia, Hong Kong, Japan,
Canada, New Zealand, South Africa or USA, and the Offer cannot be accepted in any such way or through
any such means of communication in or from Australia, Hong Kong, Japan, Canada, New Zealand, South
Africa or USA. Accordingly, the Offer Document, acceptance form or any other documentation pertaining
to the Offer will not be sent or in any other way offered in or into Australia, Hong Kong, Japan, Canada,
New Zealand, South Africa or USA, and may not be distributed in any similar way. Arctic Paper will not
give any consideration as per the Offer to Australia, Hong Kong, Japan, Canada, New Zealand, South
Africa or USA. The Offer Document will not be sent, and may not be sent, to shareholders with an address
registered in Australia, Hong Kong, Japan, Canada, New Zealand, South Africa or USA. Banks, brokers and
other nominees holding shares in trust for persons in Australia, Hong Kong, Japan, Canada, New Zealand,
South Africa or USA may not forward the Offer Document or any other documents related to the Offer to
such persons.

The shares in Arctic Paper have not been, and will not be registered under the United States Securities
Act 1933, as amended (the “Securities Act”), and may not be offered or sold in USA unless such registra-
tion under the Securities Act is made, or an exemption from such registration is available.

Acceptances given by an intermediary acting on behalf of a principal in USA may be disregarded. In
the Offer Document, USA is considered as: The United States of America, its territories, every state in
USA, and District of Columbia.

Arctic Paper or the means Arctic Paper S.A., having its registered GBP means British Pound Sterling. PLN means Polish zloty.
Company office in Poznan, Poland, and registration num-
ber (KRS No) 0000306944, or, depending on th:
context, the group in which Arctic Paper S.A. is
the parent company.
CcccC means the Polish Commercial Companies Code : KDPW means the Polish National Depository for ! Rottneros means Rottneros AB, reg. no. 556013-5872, or,
(Po: Kodeks spotek handlowych). H Securities (Po: Krajowy Depozyt Papieréw : depending on the context, the group in which
Warto ciowych S.A.) with its registered office in Rottneros AB is the parent company.
Warsaw, Poland. B
Combined Group  means the corporate group that is created NASDAQ OMX means NASDAQ OMX Stockholm AB. SEK means Swedish kronor.
through Arctic Paper’s acquisition of Rottneros i
pursuant to the Offer.
EBITDA means earnings before interest, tax, deprecia- : Nemus Holding means Nemus Holding AB, reg. no. 556618- Trebruk means Trebruk AB, reg. no. 556022-3934.
tion and amortization. 9766, or, depending on the context, Nemus
Holding AB and its wholly-owned subsidiary,
Trebruk.
EUR means Euro. Offer means Arctic Paper’s public takeover offer to the: USD means U.S. dollars.
shareholders in Rottneros in accordance with
the terms set out in this Offer Document.
Euroclear means Euroclear Sweden AB. Offer Document means this offer document which has been WSE means the Warsaw Stock Exchange (Po: Gietda

prepared in connection with the Offer.

Papieréw Wartosciowych w Warszawie S.A.).




CONTENTS 1

Contents

Summary

Risk factors

The Offer

Background and reasons

Terms and instructions

Recommendation from the
board of directors of Rottneros

Fairness opinion from KPMG

The Combined Group

Business overview

Share capital and ownership structure etc.

Supervisory board, management board and
auditors

Unaudited financial overview, pro forma,
for the Combined Group

Auditors _refport regarding the pro forma
financial information

Description of Arctic Paper

Business overview

History

Arctic Paper’s units

Market overview

Summary of financial information

Commentary on the financial development

Capitalization and other financial information

Share capital and ownership structure etc.

Supervisory board, management board
and auditors

The Offer in brief

For each share in Rottneros, the shareholder is offered 0.1872 shares in Arctic

Paper.

As an alternative, shareholders who as of 2 November 2012 as well as at the
time of the completion of the Offer own up to and including 2,000 shares in
Rottneros can choose to receive a consideration of SEK 2.30 in cash for each

share in Rottneros.

For further information and details regarding the Offer see sections “The
Offer” and “Terms and instructions”.

The board of directors in Rottneros recommends its shareholders to accept

the Offer, see section “Recommendation from the board of directors of

Rottneros”.

Preliminary timetable:

Acceptance period

22 November — 12 December 20’IH2.

Settlement and first day of trading

Arctic Paper shares on NASDAQ OMX

20 December 2012

Legal considerations and

supplementary information 60
Summary of certain F;éli_sh corporate ) H
governance and securities market regulations 62
Arctic Paper's article; of association H 66
Auditor’s report regarding historical
financial information 72
Description of Rottneruos H 74
Business overview H H 74
History 77
Summary of financial"information H 78
Share capital and ow%ership structure etc. H 82
Board, senior executi\'/‘es and auditors H 83
Rottneros’ Articles of association 84

Auditor’s report regarding historical

financial information 86
Report by the board gf directors of Rottneros 87
Other H H 88
Certain tax issues in éweden H 88
Documents availableufor inspection H 90
Appendix H H 91

Arctic Paper financial information for 2009-2011 91

Section of Arctic Paper’s interim report
January—September 201 189

Rottneros financial information for 2009-2011 226

Rottneros’ interim report
January—September 2012 227

Addresses Back cover

Share alternative

Whole shares in Arctic Paper

Shares in Rottneros ‘ Delivered to the
shareholder

Exchanged for shares
in Arctic Paper

Fractions of shares
0.1872 shares in Arc- in Arctic Paper
tic Paper per share in

Rottneros m Sold in the market Cosh to th
‘ ash to the
m shareholder

Cash alternative

Shares in Rottneros
(up to and including 2,000)

Note: The Cash Alternative is only available for sha-
reholders owning up to and including 2,000 shares

Cash to the
shareholder
SEK 2.30 per share in Rottneros




2l SUMMARY

Summary

Summaries are made up of disclosure requirements known as elements
("Elements”). These elements are numbered in Sections A -E (A.1 -E.7).

This summary contains all the Elements required to be included in a summary for
this type of securities and issuer. Because some Elements are not required to be
addressed, there may be gaps in the numbering sequence of the Elements.

Even though an Element may be required to be inserted in the summary because
of the type of securities and issuer, it is possible that no relevant information can
be given regarding the Element. In this case a short description of the Element is
included in the summary with the mention of “not applicable”.

SECTION A - INTRODUCTION AND WARNINGS

Al

Introduction and
warnings

This summary should be read as introduction to the Offer Document. Any decision to
invest in the securities should be based on consideration of the Offer Document as a
whole by the investor. Where a claim relating to the information contained in the Offer
Document is brought before a court, the plaintiff investor might, under the national
legislation of the member states, have to bear the costs of translating the Offer Docu-
ment before the legal proceedings are initiated. Civil liability attaches only to those
persons who have tabled the summary including any translation thereof, but only if the
summary is misleading, inaccurate or inconsistent when read together with the other
parts of the Offer Document or it does not provide, when read together with the other
parts of the Offer Document, key information in order to aid investors when considering
whether to invest in such securities.

SECTION B - ISSUER

B.1

Legal and
commercial name

Arctic Paper S.A., registration number (KRS No) 0000306944

B.2

Domicile, legal
form, legislation
and country of
incorporation

Arctic Paper is a Polish joint-stock company which is formed, registered and operates
in accordance with the CCC, with the name Arctic Paper S.A. and is based in Poznan,
Poland, with address ul. J. H. Dabrowskiego 334 A, 60-406 Poznan, Poland.

B.3

Current
operations and
principal activities

The Company conducts paper production, sales and related activities through its subsi-
diaries. Arctic Paper’s subsidiaries which mainly produce paper is Kostrzyn, Munkedals,
Grycksbo and Mochenwangen. The Company’s paper distribution and marketing is
done primarily through its subsidiaries. The Company has a branch office in Sweden.

B.4a

Recent trends in
the industry

The demand for fine paper is stable. High pulp prices and unfavorable exchange rates
have affected the financial performance of European paper manufacturers, especially in
Sweden. The market for graphic paper is mature and relatively stable. Weaker economy
has had the effect that long-term, slow decline in Western Europe has continued, while
Central and Eastern Europe has continued its relatively strong growth. There are signs
that some of Arctic Paper’s competitors in the market for fine paper are moving their
strategic focus away from this market. If so, it will reduce competition and improve the
balance between supply and demand in this sector.
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B.5 | Group structure Arctic Paper S.A. is the parent company of a group with 28 subsidiaries, most of which
are wholly owned. Arctic Paper’s subsidiaries consist of four paper mills situated in
Sweden, Poland and Germany, as well as a number of sales and distribution companies
in various European countries.

B.6 |Notifiable inte- Thomas Onstad is today (through wholly owned subsidiaries), the largest shareholder in
rests, different both Arctic Paper and Rottneros with about 74.9 percent of the shares and votes in Arctic
voting rights and Paper and 20.2 percent of the shares and votes in Rottneros. Thomas Onstad is also a
controlling member of Arctic Paper’s supervisory board. Following completion of the Offer, Thomas
interests Onstad will via companies own approximately 56.3 percent of the Combined Group's

shares and voting rights if all shareholders in Rottneros accept the Offer and none of
the entitled shareholders choose to accept the Cash Alternative. Thomas Onstad will
continue to be a member of the supervisory board of the Combined Group. This means
that Thomas Onstad after completion of the Offer will be able to exercise significant
influence over the Combined Group and at general meetings of the Combined Group.
Besides Thomas Onstad, through companies, there is, as far as Arctic Paper is aware, no
single owner that will have a significant influence over the Combined Group.

Arctic Paper has no information about any other shareholder holding 5.0 percent or
more of the total number of outstanding shares and voting rights in Arctic Paper.

B.7 |Selected Consolidated income statement
historical January - September January — December
financial (unaudited) (audited)
information (PLN million) 2012 2011 2011 2010 2009
for Arctic Paper 2,527 2,288 1,809

Revenves 1gs6 1854

Operating profit/(loss) ... 6. .38 179

Profit/ (loss) before tax 10 T8
Net profit (loss) for the period from continuing

operations 16 -16 132
126
Consolidated balance sheet
(unaudited) (audited)
30 September 31 December
(PLN million) 2012 2011 2011 2010 2009

ASSETS

767 792 762 570

Totalequity . 677 650 6% 668 618
Total non-current liabilites 21 547 637 500 322

TOTALEQUITY AND LIABILITIES 1,811
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B.7 |continued

Consolidated cash flow statement

January — September January - December
(unaudited) (audited)
(PLN million) 2012 201 201 2010 2009

Net cash flow from operating activities 76 120

flow fi

162

Cash and cash equivalents at

the beginning of the period . . cccnmesmsinen 166 A0 64
Cash and cash equivalents at
the end of the period 135 116 166 179 140

Key ratios for the group

January — September January - December
(unaudited) (audited)
(PLN million) 2012 20M 20Mm 2010 2009

Operating margin, % 2.1 -0.3 0.1 0.8 9.9
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B.8

Selected
pro forma
financial
information

Pro Forma Consolidated income statement for the period of 9 months that ended 30 September 2012

Elimination of Trans- Rottneros Purchase Sales of Total Pro
Arctic intra-group action Capital Price Al-  Pulp pre- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination location sentation Margin  justments Forma
Revenues 1,986 534 -32 24 -1 -10 2,510
Operating profit/(loss) 42 o o 6 o a7 o
Profit/ (loss) before tax 10 3 o e 296 o a9 292
Net profit (loss) for the period S ” '
from continuing operations 16 -1 0 -16 296 0 -1 279 294
Net profit (loss) for the period 16 a1 o e 296 0 279 204
Pro Forma Consolidated balance sheet as at 30 September 2012
Elimination of Trans- Rottneros Purchase Sales of Total Pro
Arctic intra-group action Capital  Price Al-  Pulp pres- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination  location entation Margin  justments Forma
ASSETS
Non-current assets 1059 a3 0 1463
currentassets JE Y 59 23,5.. T _:5 933;
TOTALASSETS FE Y Ten 641 S _,6 2’446.
Elimination of Trans- Rottneros Purchase Sales of Total Pro
Arctic intra-group action Capital Price Al-  Pulp pres- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination location entation Margin  justments Forma
EQUITY AND LIABILITIES
TOtaquL"ty [T past _1,é _49’(‘)’ ‘‘‘‘‘‘‘‘‘ 490 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ _1,6 1’151.
Non-current liabilities 321 e 0 330
Currentliabilites 814 -6 16 10 964
1,134 -6 16 10 1,295
1,811 -6 0 —7 2,446
Pro Forma Consolidated income statement for the Financial Year that ended 31 December 2011
Elimination of Tran- Rottneros Purchase Sales of Total Pro
Arctic intra-group saction Capital  Price Al-  Pulp pres- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination location entation Margin  justments Forma
Revenues 2,527 690 -54 31 -1 -25 3,193
Gross profit (loss) onsales 354 81 o 4 3o 2 436
Operating profit/ (loss) 3 s 0o -6 o a7 s
Profit/ (loss) before tax 0o 55 o s 296 0 279 22
Net profit (loss) for the period o ” '
fr inui i 12 0 -16 279 225
12 T 279 225

B.9

Profit forecasts

Not applicable. The Company has not provided a profit forecast.
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B.10

Audit report
qualifications

Not applicable. There are no remarks in the audit reports.

B.11

Working capital

The management board’s opinion is that the Company at the date of the Offer Docu-
ment has an appropriate and sufficient level of working capital to meet the Company'’s
current operating liabilities and needs over the next 12 months from the date of the
Offer Document.

SECTION C - SECURITIES

Ci1

Securities being
offered

The Offer relates to ordinary shares that are bearer shares of Arctic Paper. Arctic Paper’s
shares are intended to be admitted to trading on NASDAQ OMX. Trading in the shares
delivered as consideration in the Offer is expected to commence on NASDAQ OMX
around 20 December 2012 in connection with the settlement of the Offer. The ISIN
code for Arctic Paper's share is PLARTPRO0012.

C.2

Currency

The shares are denominated in Polish zloty (PLN). When Arctic Paper’s shares are admit-
ted to trading on NASDAQ OMX, the trading there will take place in Swedish kronor
(SEK).

C3

Number of issued
shares and
par value

The Company has issued shares in several series, however, this does not mean any dif-
ference in rights between shares in the different series. At the date of this Offer Docu-
ment, the Company has issued a total of 55,403,500 shares, each with a nominal value
of 1 PLN. All shares are issued and fully paid.

C4

Rights attached to
the securities

At the date of this Offer Document, all of the Company's shares are ordinary bearer
shares issued in accordance with Polish law. Each share has the same rights in relation to
votes at the General Meeting. All shares have equal rights to dividends and any surplus
remaining after liquidation of the Company.

C.5

Transferability
restrictions

Not applicable. The shares are freely transferable and can be pledged.

C.6

Admission to
tradingon a
regulated market

The Company's shares are traded on the WSE. Arctic Paper has also been approved for
secondary listing on NASDAQ OMX, provided that the freefloat requirement is met.

Cc7

Dividend policy

Arctic Paper’s dividend policy states that the dividend should be between 25 and 50
percent of the consolidated net income for the year, unless significant investments are
required. Through the acquisition of Rottneros, the Combined Group is expected to
deliver higher and more stable earnings and when synergies are realized, increasing
dividend capacity.

SECTION D - RISKS

D.1

Key risks specific
to the issuer and its
industry

An acceptance of the Offer and an investment in the Combined Group's shares involve
risks. Shareholders in Rottneros should carefully consider the risks described below
and all other information in the Offer Document before deciding whether to accept the
Offer, and thus obtain Arctic Paper shares.

Risks related to operations include:

- increased costs for raw materials such as wood, pulp, energy, and natural gas, which
can lead to an unfavorable development of sales, financial condition and results;

- increased competition in the markets in which the Company operates, which could lead
to sales being adversely affected and that planned revenue levels are not achieved.

- theincreasing importance of alternative media that can have a negative impact on
traditional print media, and therefore on Arctic Paper’s and its customers’ sales;

- changes in environmental laws, which could lead to increased costs and that the Com-
bined Group must make further investments. There is also a risk that the Company or
Rottneros previously has caused pollution on properties where they have conducted
operations, which may lead to the Combined Group being forced to take restoration
and/ or clean up measures;

- production disruptions, which could lead to the Combined Group being unable to
deliver goods to their customers adequately, and other expenditures, for example
repairs;

- loss of customers in connection with the Offer, due to Arctic Paper being a competi-
tor to many of Rottneros existing customers, that in connection with the Offer may
terminate their agreements with Rottneros. There is also a risk that the consolidation
trend that exists among the Combined Group's customers leads to the Combined
Group having a more concentrated customer base consisting of large customers who
have a more favorable negotiating position; and

- negative economic trends, which may affect the ad-driven printed medium negative,
which in turn can lead to a decline in demand for pulp and paper.
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D.3 |Key risks specific An acceptance of the Offer and an investment in the Combined Group are also associ-

to the securities ated with risks related to the securities, including, among other things:

- market volatility;

- low liquidity in the Company’s shares, which may cause difficulties for individual
shareholders to sell their shares or to sell their shares for a price which is acceptable
for the shareholder;

- that the shares are traded in different currencies on the WSE and NASDAQ OMX,
which may mean that the value of the shares is affected by the exchange rate of PLN /
SEK;

- that dividends on shares of the Combined Group cannot be guaranteed, and that the
amount of such dividend is dependent on a number of factors such as the Combined
Group's business development. In addition, any future dividends will be paid in PLN,
which means that those shareholders whose shares are registered with Euroclear and
will receive dividends in SEK, and are thus exposed to the exchange rate of PLN / SEK;

- that the Company’s main shareholder is expected to remain the major shareholder
in the Combined Group, and thus will be able to exercise significant influence over
the Combined Group. There is no guarantee that Arctic Paper’s main shareholders’
interests at all times will align with other shareholders’ interests;

- that the secondary listing of Arctic Paper on NASDAQ OMX can take longer time to
implement than expected, which means that shares cannot be traded on NASDAQ
OMX at the expected time or that shareholders will not be able to perform any or all
corporate or ownership rights deriving from the shares; and

- unfavorable development of the exchange rates that affect the Combined Group,
mainly EUR, USD, PLN, SEK and GBP.

In addition, it should be noted that stock trading is always associated with risk and the

pricing of shares is dependent on factors outside the Combined Group's control. An eg-

uity investment may decrease in value and there is no guarantee that investors will get
back the capital invested or any capital at all.

SECTION E - OFFER

E.1 |Netproceedsand |Integration costs related to the Offer is expected to amount to approximately SEK 18
expenses million (PLN 9 million) in 2012 and 2013, primarily related to integration and severance
costs.

Arctic Paper’s transaction costs are expected to amount to approximately SEK 22
million (PLN 11 million). Rottneros has informed Arctic Paper that its transaction costs
are estimated at around SEK 11 million (PLN 5 million). Total estimated integration and
transaction costs amount to approximately SEK 51 million (PLN 25 million).

E.2a | Reasons for the Through the creation of an integrated pulp and fine paper supplier producer, the
Offer and use of Combined Group will be much less vulnerable to volatile pulp prices over the business
proceeds cycle. It also reduces the Combined Group's currency risk through a reduced exposure
to non-European currencies. Consequently, expected volatility in financial performance
decrease.

The geographic proximity between Rottneros pulp mills and Arctic Paper’s paper
mills offers logistical advantages and reduces transportation costs. Along with other
synergies, mainly in administration, it is estimated that total annual cost synergies will
amount to SEK 80 million (PLN 39 million) and be fully realized within 12 to 18 months.

The Combined Group will benefit from a significantly increased operational capacity,
a stronger balance sheet and greater access to capital markets. Hereby, the Combined
Group will be well positioned to take advantage of future strategic investment oppor-
tunities.
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E.3

Terms and
conditions of

the Offer

For each share in Rottneros the shareholder is offered 0.1872 shares in Arctic Paper.

As an alternative, shareholders holding not more than 2,000 shares in Rottneros can

choose to receive SEK 2.30 in cash for each share of Rottneros.

Completion of the Offer is conditional upon:

1) the Offer being accepted to such extent that Arctic Paper becomes the owner of
shares representing more than 90 percent of the total number of outstanding shares
in Rottneros on a non-diluted basis as well as on a fully diluted basis;

2) the resolutions necessary for the delivery of Arctic Paper shares in connection with
the Offer being (a) adopted by Arctic Paper’s general meeting and (b) registered by
the relevant registry court;

3) with respect to the Offer and completion of the acquisition of Rottneros, all necessary
clearances, approvals, decisions and other actions from authorities or similar, includ-
ing approvals from competition authorities, being obtained, in each case on terms
which, in Arctic Paper’s opinion, are acceptable;

4) no other party announcing an offer to acquire shares in Rottneros on terms that are
more favorable to the shareholders of Rottneros than the Offer;

5) neither the Offer nor the acquisition of Rottneros being rendered wholly or partially
impossible or significantly impeded as a result of legislation or other regulation, any
decision of court or public authority, or any similar circumstance, which is actual or
can reasonably be anticipated, and which Arctic Paper could not reasonably have
foreseen at the time of announcement of the Offer;

6) no circumstances, which Arctic Paper did not have knowledge of at the time of an-
nouncement of the Offer, having occurred that have or can be expected to have a
material adverse effect upon Rottneros’ sales, profit, liquidity, equity or assets;

7) no information made public by Rottneros being materially inaccurate, incomplete
or misleading, and Rottneros having made public all information which should have
been made public by it; and

8) Rottneros not taking any measures that are likely to impair the prerequisites for mak-
ing or implementing the Offer.

The acceptance period runs from 22 November until 12 December 2012. Settlement
and first day of trading in the new Arctic Paper shares is expected to occur on 20 De-
cember 2012.

E.4

Interests
material to
the Offer

Thomas Onstad, who is a member of the supervisory board of Arctic Paper, is related

to Arctic Paper’s largest shareholder Nemus Holding. Nemus Holding is also a major
shareholder in Rottneros. Potential conflicts of interest may possibly arise between the
above member’s private interests and Arctic Paper's interests in relation to the Offer, on
account of the fact that Thomas Onstad, indirectly, is a significant shareholder in Arctic
Paper and Rottneros.

E.5

Seller of the secu-
rity and lock-up
agreements

Not applicable. The Offer consists of shares sold by the Company.

E.6

Dilution

Assuming that the Offer is fully accepted and that none of the entitled shareholders of
Rottneros choose to accept the Cash Alternative, 28,561,464 new shares in Arctic Paper
will be issued in connection with the Offer, representing 34 percent of the shares and
votes in the Arctic Paper after completion of the Offer.

E.7

Expenses charged
to the investor

No commission is paid in the Offer.
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Risk factors

An acceptance of the Offer and an investment in the
Combined Group's shares involve risk-taking. Share-
holders in Rottneros should carefully consider the risks
described below, as well as all other information in the
Offer Document, before a decision is made to accept
the Offer and thereby obtain Arctic Paper shares. The
order in which the risks are presented is not aimed at
giving any indication of the likelihood that they will
materialize, their scope or their significance. If any of the
following risks should materialize in whole or in part, the
Combined Group's operations, financial situation, result,
liquidity and/or future prospects may be negatively af-
fected. In such event, the value of the shares may decline
and shareholders may lose all or parts of their invest-
ment. Other risks, which Arctic Paper at present has no
knowledge of, may also have a negative effect on the
share value.

This Offer Document also contains forward-looking
statements which are dependent on future events, risks
and insecurities. As a result of multiple factors, among
them the risks described below and in other places of
the Offer Document, the actual results may deviate
significantly from the expected result, based on the
forward-looking statements, see section “Important
information” — "Forward-looking statements”.

Risks related to the Offer and

the securities

Terms of completion

In accordance with what is stated below in section
“Terms and instructions”, Arctic Paper has set up certain
conditions for the completion of the Offer. Since the
factors that these conditions are based upon are beyond
Arctic Paper’s control, there are no guarantees for when
the Offer will be completed, or that it will be completed
at all. The insecurity that may occur on the market in con-
nection with this may result in a negative impact on the
value of the shares in Arctic Paper and/or Rottneros.

Share price and liquidity

The market for securities is very volatile. As an equity
investment can both rise and fall in value, it is not certain
that an investor will get back the capital invested. An
investment in shares, including shares in Arctic Paper,
should never be seen as a quick way to generate rev-
enue, but rather as an investment you make in the long
term with capital that can be spared.

The value of the Combined Group's shares may fluctu-
ate in the future, even as a result of events that are not
directly linked to Arctic Paper or to the operations of the
Combined Group. Therefore there is no guarantee re-

garding the future share price development of the Com-
bined Group's shares. The share price may experience a
negative development after the completion of the Offer,
due to the increased number of shares in Arctic Paper.
The share price can also be negatively affected as a
result of market volatility (see above), the possibility of a
large number of shares being sold on the market, or as a
result of an expectation that such divestment will occur,
or as a consequence of or in relation to the Offer. The
sale of shares may also make it difficult for the Combined
Group to obtain capital through new issues of shares

or other securities in the future. Furthermore, a limited
liquidity of the Combined Group's shares may increase
the fluctuations of the share price. A limited liquidity may
also make it difficult for individual shareholders to sell
their shares. There is also a risk that shares in the Com-
bined Group cannot be sold at a price acceptable to the
shareholder at a certain time.

Dilution

It cannot be ruled out that the Combined Group for
various reasons will make new issues of shares in the
future. A new issue may dilute the holdings for existing
shareholders and negatively affect the market price

of the Combined Group's shares. Arctic Paper has a
performance-based incentive program under which
senior executives and other employees under certain
conditions may acquire shares in the Company. New
incentive programs may be implemented in the future,
and this may lead to dilution for existing shareholders.

Different trading currencies for shares traded on
WSE and NASDAQ OMX, respectively
The Arctic Paper shares traded on WSE are traded in
PLN and the shares traded on NASDAQ OMX will be
traded in SEK. Therefore, the value of the shares will not
only be dependent on the value of the Combined Group
but also on the PLN/SEK exchange rate. Changes in the
PLN/SEK exchange rate may have an adverse effect on
the share price for the shares despite that no price af-
fecting events has occurred in the Combined Group.
Moreover, should the Combined Group pay dividends
in the future these will be paid in PLN where share-
holders with their shares registered with Euroclear will
receive dividends in SEK entailing an exposure to the
PLN/SEK exchange rate.

Dividend

The size of any future dividend from the Combined
Group is dependent on a number of factors, such as
the Combined Group's business development, results,
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financial position, cash flow and need for working capi-
tal. As the Company is a holding company, its ability to
distribute dividend depends on the level of dividend it
receives from operational subsidiaries and the level of
its cash balance. There are many risks that may affect the
Combined Group's earnings and there is no guarantee
that the Combined Group will be able to present results
that enable distribution of dividend to shareholders in
the future. In the event that no dividend is distributed,
returns on the investment in the Combined Group will
solely be generated by the potential development of the
share price.

Shareholders with significant influence

Arctic Paper’s main shareholder is expected to remain
a main shareholder after the Offer and will hold a sub-
stantial shareholding in the Combined Group follow-
ing completion of the Offer. Thus, Arctic Paper’s main
shareholder may affect Arctic Paper and the Combined
Group materially, in respect of, inter alia, matters which
are subject to a vote at a general meeting, including
decisions on dividends, capital increase, appointment
and dismissal of directors of the supervisory board and
management board as well as amendment of the articles
of association. There is no guarantee that Arctic Paper’s
main shareholder’s interests at all times will align with
other shareholders’ interests.

Major shareholders’ disposal of shares

If the Combined Group’s major shareholders sell large
numbers of shares in the stock market, or if the mar-

ket believes that such sale may occur, the Combined
Group's share price could be negatively affected. There
is no guarantee that major shareholders in Arctic Paper
and Rottneros will maintain their stake in the Combined
Group after completion of the Offer.

Offer turns out unsuccessful

Both Arctic Paper and Rottneros risk negative conse-
quences if the Offer is not completed. For example, the
share prices of both companies may fall if the Offer is not
completed after announcement. A large portion of the
costs associated with the Offer must be paid regardless
of whether the Offer is completed or not. Furthermore,
Rottneros’ and Arctic Paper’s present and future em-
ployees may experience uncertainty about the combi-
nation of the two companies and choose to terminate
their employment. Such terminated relationships may
obstruct the combination of the two companies, and if
the Offer is not completed it may have a negative effect
on Rottneros’ and Arctic Paper’s operations.

Agreements in Rottneros

Rottneros has informed Arctic Paper that, as far as
Rottneros is aware, Rottneros is not party to any critical
agreements where the counterparty will have a right to
terminate such agreement upon completion of the Offer.
However, it cannot be ruled out that such agreements
exist and that Rottneros’ counterparties will terminate
such agreements or try to negotiate better terms with
Rottneros, which may lead to an adverse effect on the
Combined Group, its liquidity and / or financial position.

Secondary listing of Arctic Paper

In connection with the Offer, Arctic Paper will become
secondary listed on NASDAQ OMX, in addition to its pri-
mary listing on the WSE. There is a risk that the listing of
Arctic Paper’s shares on NASDAQ OMX will be delayed
as it can take longer than anticipated to get the relevant
approvals for such listing from NASDAQ OMX and/or
relevant authorities. It will not be possible to trade Arctic
Paper shares on NASDAQ OMX until the secondary list-
ing is implemented.

Dual affiliation with securities depositories

The shares in Arctic Paper are deposited with KDPW and
the shares used as consideration in the Offer will be de-
livered through Euroclear’s system. Likewise, the shares
that will be traded on NASDAQ QMX will be registered
with Euroclear via KDPW. It cannot be ruled out that this
solution may entail logistical and technical problems
for the shareholders having their shares registered with
Euroclear. Such problems may entail disturbances in
transferring shares between the depositories, receiving
dividends, notices distributed via the depositories, and
problems in exercising any or all of the shareholder’s
rights, such as attending general meetings.

Market effectiveness

The shares in Arctic Paper will be admitted to trading

on both WSE and NASDAQ OMX. It cannot be ruled out
that either of the markets may become less liquid and
the price of Arctic Paper shares on these two markets
may differ. This may entail that shareholders trading on
only one market will not be able to sell their shares at

a correspondingly high price as if the shares had been
traded on the other market.

Settlement of the Offer
The shares that will be delivered as consideration in
the Offer will, for practical reasons, be existing shares
provided by Arctic Paper’s main shareholder Nemus
Holding. Nemus Holding will in return receive a cor-
responding number of warrants entitling to subscription
of the same number of new shares in Arctic Paper. As
the resolution by the general meeting of Arctic Paper
regarding a potential increase of the share capital and
the issuance of the warrants must be registered with
relevant Polish authorities before the warrants can be
exercised, Nemus Holding will not lend its shares until
such registrations have been completed. There can be
no guarantee as to the turnover time for such registra-
tions and, accordingly, it cannot be ruled out that there
may be delays in the settlement of the Offer.
Futhermore, there is also a risk that such registration is
refused by the competent Polish authorities, which may
entail that the Offer is not completed, see section “The
Offer” — "Approvals from authorities” and the condi-
tions for completion of the Offer in section “Terms and
instructions”.

Risk related to the Company
and the industry

Operational risks
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Production disruptions

The Combined Group's production activities will be a
process industry in which interruptions or disturbances
at any stage, such as breakdown, weather conditions,
labor disputes, acts of terrorism, human errors, lack of
raw materials and natural disasters, may cause that the
production at one or more mills is stopped. Any distor-
tion, even relatively short, may have a significant adverse
effect on the Combined Group's operations, revenues,
financial position and results and may involve significant
costs for repair, liability towards customers whose orders
the Combined Group is not able to complete and other
expenditures. Arctic Paper has signed business interrup-
tion insurance as protection in the event of breakdowns
or other production problems. Although Arctic Paper
believes that the Combined Group will be insured to
sufficient amounts, it is uncertain whether lost amounts,
in whole or in part, may be recovered through the insur-
ance or if received insurance amounts will cover all costs
incurred.

New organization

After completion of the Offer, Rottneros’ business will

be combined with Arctic Paper’s business. Even if Arctic
Paper currently does not have any intentions to make any
significant changes of the companies’ business, they may
be affected by the combination. The combination may,
among other things, lead to loss of customers. Neither
can it be excluded that the combination of Arctic Paper
and Rottneros is made difficult or impossible by factors
currently unknown to Arctic Paper.

Dependence on key personnel

Key personnel will be of importance for the Combined
Group's future success. For the Combined Group it is
important to recruit and retain qualified personnel and
management. If key personnel leave the Combined
Group or if the Combined Group cannot recruit compe-
tent and qualified personnel to the extent desirable, this
could have a negative impact on the Combined Group's
business, financial position and results.

Lack of positive effects

No guarantees can be given that the synergies and other
positive effects currently foreseen by Arctic Paper will be
fully achieved or achieved at all, which may have a nega-
tive effect on the Combined Group's business.

Reliability on IT systems

Arctic Paper relies on IT systems in its day-to-day opera-
tions. Disruptions or faults in critical systems have an im-
pact on production, sales and distribution. Errors in the
handling of financial systems can affect the Combined
Group's reporting of results.

Competition

Growing competition in the European paper market
Arctic Paper operates in a highly competitive market that
is characterized by strong price competition and other
competition factors such as quality and service. Both the
pulp market and the fine paper market are also affected
by changes in production capacity which occasionally

creates differences between supply and demand, which
tends to give a volatile pricing of pulp and fine paper.

It cannot be ruled out that historical price and volume
fluctuations in the pulp and fine paper markets also may
occur in the future, which could have a material adverse
effect on the Combined Group's sales, financial position
and results. A potential growth of competition resulting
from a possible increase in production capacities of the
Combined Group's competitors, and thus, in the paper
supply in the market, can have an adverse effect on

the achievement of planned revenues and the ability to
achieve financial and operating assumptions made.

Growing importance of alternative media

The trends in advertising, electronic transmission and
storage of data, as well as the internet, may have an
adverse effect on traditional print media, and in con-
sequence, on the products of Arctic Paper and its cus-
tomers. Thus, there is a risk that the demand for Arctic
Paper’s prodcts declines. However, it is not possible to
predict the timing or scope of those trends with a high
degree of certainty.

Legal

Changes in law

Arctic Paper and Rottneros operate in a legal environ-
ment characterized by a high level of uncertainty and
instability. Regulations concerning Arctic Paper’s and
Rottneros’ activities are often amended and there is

no uniform interpretation, which involves a risk of a
breach of applicable regulations and thereto related
consequences, even if the breach of law is unintentional.
Furthermore, changes in environmental protection rules
and other regulations may result in significant expendi-
tures to ensure compliance, among other things, with
more restrictive regulations or stricter implementation of
applicable regulations concerning surface water, ground
water, soil and air protection.

Disputes

The Combined Group will from time to time be involved
in disputes within the course of the normal business
operations. Large and complex disputes can be costly,
require time and resources and may disrupt normal busi-
ness operations. It cannot be ruled out that the outcome
of disputes may have a negative impact on the Com-
bined Group's results and financial position.

Labor disputes

Collective or other disputes with employees or other
forms of industrial action, as well as negotiations with la-
bor unions may have a material adverse effect on Arctic
Paper’s business.

Raw material

Changes of prices of raw materials,

energy and products

The Combined Group is expected to be exposed to a
high risk of changes in the prices of raw materials and
energy, primarily in connection with changing prices of
pulp, fuel oil, diesel oil, coal and energy. Arctic Paper
buys pulp under framework agreements or one-time
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transactions and does not hedge against pulp price
fluctuations. Neither does Arctic Paper hedge against
the risk of an increase in coal and fuel oil prices used in
Arctic Paper Mochenwangen. The Combined Group will
also be exposed to price changes in wood needed for
pulp production. The risk of price changes of products
is connected primarily to changes of paper prices in
markets where Arctic Paper sell its products. Any signifi-
cantincrease in the prices of one, or more than one, raw
material can have an adverse effect on the Combined
Group's results and financial position.

Limitations on natural gas supplies

The only supplier of natural gas used by Arctic Paper
Kostrzyn to generate thermal and electric energy for pa-
per production purposes is Polskie Gérnictwo Naftowe i
Gazownictwo S.A. (“PGNiG"). Therefore, the availability
and prices of natural gas have a significant effect on the
operations and costs of the paper production at Arctic
Paper Kostrzyn. Any distortions in gas supplies to the
paper mill at Kostrzyn nad Odrg may have an adverse
effect on Arctic Paper’s production, results and financial
position.

Wood and wood prices

Arctic Paper’s aim is to conclude multi-year contracts
with the largest wood and wood chip suppliers to reduce
reliance on the spot market. Even where no formal multi-
year contracts are signed, the objective is to maintain
long-term business relationships. The agreements refer
primarily to quality and quantity, while the price regularly
is negotiated and adapted to market development.

There is a risk that supply problems could arise if
agreement on price is not reached or if concluded
agreements would be terminated and could not be
extended. Severe supply problems could also arise, for
example due to labor disputes, adverse weather condi-
tions or other events beyond Arctic Paper’s control.

All delivery problems imply a risk to result in material
adverse effect on the Combined Group's sales, financial
position and results.

An increase in price of wood raw material could also
have a negative effect on the Combined Group’'s finan-
cial position and results if the Combined Group would
not be able to compensate for this through higher prices
for their products. Since wood prices are largely affected
by the demand from the pulp industry, there is a risk that
increased production of pulp in the Combined Group's
geographical area of activity can lead to increased prices
for wood in the future, and thus higher costs. Increased
demand for wood raw material for other purposes, such
as for energy, may also imply higher prices. Furthermore,
increased customs duties may adversely affect the price
of imported wood.

Energy prices

The high electricity prices have caused the pulp and fine
paper industry problems for several years. The electric-
ity market is very volatile. There is a risk that energy
prices in the future develop in an unfavorable way for the

Combined Group, which could have a material adverse
effect on the Combined Group's financial position and
results.

Customers

Customer spread

Arctic Paper has several large customers with geo-
graphic spread. Most of Arctic Paper’s sales take place in
Europe, where Germany, the Nordic Countries, Poland,
France and UK are the largest markets. Overall, Arctic
Paper has approximately 3,000 customers, including
the five largest representing approximately 1/3 of the
revenues.

Arctic Paper is a competitor to some of Rottneros’
existing customers. Hence, there is a risk that existing
customers do not appreciate the Offer from Arctic Paper
to Rottneros’ shareholders and may thus terminate their
agreements with Rottneros. This could have a material
adverse effect on the Combined Group's sales, financial
position and results.

Consolidation and liquidity of the key customers
Consolidation tendencies among the Combined Group's
present and potential customers may result in the emer-
gence of a more concentrated customer base consisting
of several large customers. Those customers may take
advantage of a more favorable negotiation position
when negotiating conditions of paper purchase or

make a decision regarding change of a supplier and buy
products of the Combined Group's competitors. Each
of the above factors can have an adverse effect on the
Combined Group's results and financial position.

Environment

Environmental risks

Arctic Paper’s and Rottneros’ respective operations are
subject to permit and registration obligations relating
to e.g. environment and energy in several jurisdictions.
As far as Arctic Paper is aware, the Combined Group
will, immediately after completion of the Offer, have all
required material permits and comply with each material
safety, reporting and inspection requirement pursuant
to applicable regulations.

Violating any granted permit entails a risk that
measures must be taken which could include imposing
production restrictions or that new investments must be
made. Should a company violate any permit there may
be a risk of revocation of the permit or substantial fines,
in addition to criminal liability.

Changes in law or statutory regulations involving more
stringent requirements or changed conditions concern-
ing health, safety and/or environment, or moves towards
stricter application by authorities of law and regula-
tions may require additional investments and result in
increased costs and other measures for the companies
in the Combined Group which are subject to such
regulations. Should the Combined Group fail to deal
with such changes in a cost-effective way, this may have
an adverse impact on the Combined Group's business,
financial position or results.

Moreover, there is no guarantee that Arctic Paper’s
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and Rottneros’ respective current and previous activities
have not caused contamination to properties where
they have operated. Possible contaminations resulting
from Arctic Paper's or Rottneros’ respective current or
previous operations, or the Combined Group's future
operations, may oblige the Combined Group to perform
restoration/clean-up measures which may have an
adverse impact on Combined Group's business, financial
position or results.

Carbon dioxide emission limits

Arctic Paper’s paper mills get carbon dioxide emission
allowances for a given period. Emission allowances are
granted as part of the European Union Emission Trading
Scheme. Starting from 2013, a new emission trading
scheme is expected to be introduced. The nature of the
new system has not been determined yet but if free of
charge carbon dioxide allowances are eliminated and
replaced with a system of buying emission allowances
against payment, the energy generation costs will in-
crease accordingly. Furthermore, the Combined Group
may be forced to incur other costs, which are now hard
to predict, in connection with emission allowances or
changes in legal regulations and requirements resulting
from that. For that reason the Combined Group may

be forced to reduce the volume of energy generated

or to increase the costs of production, which may have
an adverse effect on the Combined Group's business,
financial position, results or development prospects.

Financial risks

Currency exposure

The Combined Group's revenues, financial position and
results are expected to be highly dependent on currency
exchange rates. Arctic Paper is most affected by the
relationship between EUR, USD, PLN, SEK and GBP. If
the exchange rates develop in an undesirable way, it may
have a material adverse effect on the Combined Group's
revenues, financial position and results.

The Combined Group's revenues are expected to be
mainly in EUR, USD, PLN, SEK and GBP. The Combined
Group's costs are expecteed to be in USD (pulp pur-
chases), SEK (Swedish pulp and majority of other costs
incurred by mills in Sweden), EUR (German wood and
majority of other costs incurred by mill in Germany) and
PLN (majority of other costs incurred by the paper mill in
Poland).

Conversion exposure

The Combined Group does not intend to hedge the
foreign subsidiaries’ equity. Counterparty risks relating
to currency hedges will be made with larger banks and
will consist of exclusively exchange contracts. Changes
in currency exchange rates may have an adverse impact
on the Combined Group's equity.

Liquidity risk and refinancing

The Combined Group intends to manage liquidity risk by
striving to maintain sufficient floating assets and short-
term investments in a liquid market and the necessary
financing through credit facilities. Arctic Paper’s liquidity
risk consists of short-term investments which are not

possible to dispose of within the necessary timeframe to
market valuation. Furthermore, there is a risk that a dete-
riorated financial performance of the Combined Group's
operations may lead to liquidity deterioration. Reduced
liquidity, in turn, may have several secondary effects that
affect the Combined Group adversely, including deterio-
rated credit conditions and terms of delivery.

Arctic Paper’s financing risks will cover potential
increased costs for, and any delays associated with, the
financing of the capital need of the business and the
refinancing of Arctic Paper’s outstanding loans. If the
Combined Group's development differs from the plans
it cannot be excluded that additional capital will be
needed and there is a risk that such capital cannot be
obtained on terms acceptable to the Combined Group.
If the Combined Group fails to raise the required capital
in the future, the Combined Group's continued opera-
tions may be significantly adversely affected.

Credit risk

The main credit risk in the Combined Group is expected
to be that a customer or other business partner is unable
to settle their transactions with the Combined Group.

If customers have payment difficulties or default, the
payment flows that the Company is dependent on may
be disturbed. This may affect the Combined Group's
financial position and results negatively. Credit risk in
trade receivables will be minimized through credit insur-
ance. If the Combined Group's upcoming measures to
minimize credit risk are not sufficient, this may have a
negative effect on the Combined Group's financial posi-
tion and results.

Changes of interest rates

Arctic Paper is exposed to the risk of changes of interest
rates, mainly due to an existing interest debt. This risk re-
sults from fluctuation in the benchmark interest rate such
as WIBOR for debt in PLN, EURIBOR for the debt in EUR
and STIBOR for debt in SEK. Adverse changes of interest
rates may adversely affect the results, financial situation
and prospects of the Combined Group.

Capital investments

Arctic Paper’s management conducts an annual review
of the investment need:s for all mills for the coming years.
This includes ongoing annual investments, expansion
investments to remove bottlenecks and investments
intended to improve quality.

The Combined Group will strive to have a cost-effec-
tive investment strategy and acquire used equipment to
the extent that it suits the Combined Group's needs. In
the future, it is likely that the Combined Group will have
to make significant investments to maintain and improve
its competitiveness. Such investments may involve
substantial negative cash flow at the time of investment,
and higher depreciation and a higher cost of capital go-
ing forward, which in turn could have a material adverse
effect on the Combined Group's financial position and
results.

Investment projects
The Combined Group's investment projects in order to
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enhance the production capacities will generally require
significant investments and relatively long periods of im-
plementation. Therefore, the market conditions for the
Combined Group can change significantly between the
time when the Combined Group makes a decision on
making investments in increasing production capacities
and the time when the increased production capacities
become operational.

There is no guarantee that the Combined Group will
be able to match its investments with the demand for its
products. The differences between future demand and
investments may lead to production capacities not being
fully used or the production capacities being too low to
match demand. This may have an adverse effect on the
Combined Group's operations and financial position.

Low operating margins

Historically speaking Arctic Paper’s and Rottneros’
results have been characterized by relatively high volatil-
ity and low operating margins. The decline in revenues
caused by, among other things, change of production
capacities, productivity, pricing policy or an increase in
operating expenses, the main components of which are
the costs or raw materials (mainly pulp) and energy, may
lead to a loss of the Combined Group's ability to gener-
ate profits. Material adverse changes of profitability can
lead to a decline in the value of the Combined Group's
shares and limit the Combined Group's ability to gener-
ate working capital, which may have an adverse effect on
the Combined Group's operations and future prospects.

Arctic Paper’s debt

Arctic Paper has indebtedness on account of loan agree-
ments and a bond program. On 25 February 2013 the
Principal (face value) of the bonds will be repaid, see
further the section “Capitalization and other financial
information” under “Credit facilities and loans”. It is
possible that Arctic Paper will not be able to make timely
repayments or refinance the debt on account of loans
and/or bonds and comply with the financial ratios pursu-
ant to the loan agreement and/or bonds, which may give
rise to a breach of the loan agreement and potentially

a subsequent loss of collateralized assets. If a breach

of the agreement occurs, it could lead to Arctic Paper’s
debt falling due, the banks being able to take control
over critical assets such as the paper mills. Moreover, this
could lead to a reduction of credibility and a loss of ac-
cess to external sources of finance, and consequently, a
loss of financial liquidity. This may have an adverse effect
on Arctic Paper’s operations, outlook and share price.

Tax

General tax risks

The Combined Group intends to conduct its business,
including transactions between group companies, in
accordance with applicable tax laws and regulations in
the concerned countries, tax treaties and tax authorities’
requirements. It cannot be ruled out that the Com-
bined Group's interpretation of the applicable rules and
administrative practice is not entirely correct, or that the
rules and practices are subject to change, possibly with
retroactive effect. Through tax authorities’ decisions,

Arctic Paper’s or Rottneros’ previous or current tax situa-
tion may deteriorate.

Taxation of equity contribution

In 2007, Arctic Paper Munkedals transferred to Trebruk
(which at the time owned all Munkedals shares) a so
called group contribution (Sw: koncernbidrag - a
Swedish law concept) of SEK 200 million. At the same
time, Trebruk made a cash contribution of SEK 172 mil-
lion to Arctic Paper Munkedals. As a result of the above
operations, Arctic Paper Munkedals’ tax loss increased
which was credited against income in subsequent tax
years. Even though under the Swedish tax law such ac-
tions are admissible, there is a risk that as a result of the
transfer of Arctic Paper Munkedals shares to Arctic Paper,
the Swedish tax authorities will question the settlement
of the loss in line with the Swedish Act on Tax Avoidance
(Sw: lagen (1995:575) mot skatteflykt). If Swedish tax au-
thorities effectively challenge the settlement of the loss,
it will not be possible to credit the loss resulting from the
transfer of Arctic Paper contribution. Furthermore, Arctic
Paper Munkedals can be required by the Swedish tax
authorities to pay an additional tax of 10 percent of the
value of the group contribution transferred to Trebruk,
i.e. SEK 20 million, which may have an adverse effect on
Arctic Paper’s financial position.

Loss of tax reliefs in connection with Arctic Paper
Kostrzyn operations

Avrctic Paper Kostrzyn enjoys a significant tax relief
thanks to conducting its business activity within the
Kostrzynisko- Stubicka Special Economic Zone. The relief
was granted until 2017 and depends on Arctic Paper
Kostrzyn's compliance with the statutory provisions,
regulations and other conditions for using tax relief,
including compliance with certain criteria related to em-
ployment and investments. Changes of tax regulations in
Poland are particularly frequent. Changes in regulations
concerning that tax relief or any breach by Arctic Paper
Kostrzyn of the conditions of the permit based on which
the relief has been granted may result in a loss of the re-
lief and have a material adverse effect on Arctic Paper’s
results and financial position.

Price

The economy, pulp and fine paper prices

Demand variations are mainly attributable to the general
economic climate in which fluctuation in important
customer segments, such as the advertisement driven
printed media, is reflected in the pulp and fine paper
consumption. Factors that have an impact on the de-
mand of pulp and paper include:

* GDP growth — historically, the demand of pulp and
fine paper has tended to increase with increased
marketing investment and industrial production, both
of which are linked to the GDP growth.

* Disposable income — disposable income affects the
demand for consumer goods and propensity to buy
books which affects pulp and fine paper consumption.

e Production capacity in the pulp and fine paper indus-
try — both the pulp and the fine paper industry are
adversely affected by an increase in supply.
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* Pulp and paper consumption — strongly driven by cul-
tural and social factors in society, population, wealth
and level of education.

e Technological development - technological develop-
ment brings both positive and negative effects on
the demand for paper. It brings positive effects by
printing innovations and negative effects by the use of
alternative non-paper based media.

The dependency on the economic climate means that
the conditions in the general economy will affect the
Combined Group's operations. There is therefore a sig-
nificant risk that the Combined Group's sales, financial
condition and results may be adversely affected during a
financial downturn in the general economy.

Pulp price hedging

The Combined Group may from time to time to hedge
the price of pulp if attractive levels can be obtained.
There is a risk that concluded pulp price hedges in ret-
rospect may prove unprofitable and lead to a deteriora-
tion in earnings and financial position for the Combined
Group compared to if they had not been concluded.
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The Offer

The Offer

On 7 November 2012, Arctic Paper announced an offer
to acquire all shares in Rottneros.

Share Alternative

For each share in Rottneros tendered in the Offer, the
shareholder will receive 0.1872 shares in Arctic Paper
(the “Share Alternative”).

Only whole shares in Arctic Paper will be delivered to
Rottneros shareholders who accept the Share Alterna-
tive. Fractions of shares will be combined and sold on
NASDAQ OMX on behalf of the Rottneros shareholders
concerned, and the average net proceeds will thereafter
be distributed among such shareholders in relation to
the size of each shareholder’s fraction of an Arctic Paper
share.

Cash Alternative

As an alternative to the Share Alternative, shareholders
who as of 2 November 2012 as well as at the time of the
completion of the Offer own up to and including 2,000
shares in Rottneros can choose to receive a considera-
tion of SEK 2.30 in cash for each share in Rottneros
tendered in the Offer (the “Cash Alternative”).!

Offer consideration adjustment, etc.
The offer consideration under the Share Alternative and
the Cash Alternative will be adjusted should Rottneros,
prior to the settlement of the Offer, distribute a dividend
or in any other way distribute or transfer funds to its
shareholders.

No commission will be charged in connection with the
Offer.

Warrants issued by Rottneros

The Offer does not comprise Rottneros’ warrants
2010/2013 series A? which have been issued during 2010
to a limited number of members of senior management
of Rottneros within a share-related incentive program.
Arctic Paper will procure that the holders of such war-
rants receive a fair treatment and intends to make a

private offer with a consideration of approximately in
aggregate SEK 17 (PLN 8) for all 12 million warrants.

Offer value and premium?
The total value of the Offer for all shares in Rottneros
amounts to approximately SEK 351 million (PLN 169 mil-
lion), corresponding to SEK 2.30 per share in Rottneros,
based on the share price and exchange rate on 6 No-
vember 2012.3

Based on the volume-weighted average price for the
Rottneros share on NASDAQ OMX during the last 90
calendar days up to and including 6 November 2012
of SEK 1.81, the Offer represents a premium of 27.3
percent. Based on the volume-weighted average price
for the Rottneros share on NASDAQ OMX during the last
30 calendar days up to and including 6 November 2012
of SEK 1.82, the Offer represents a premium of 26.2 per-
cent. Based on the last paid share price for the Rottneros
share on NASDAQ OMX before the trading halt on 6
November 2012, the last trading day prior to announce-
ment of the Offer, of SEK 2.01, the Offer represents a
premium of 14.4 percent.

Acceptance period

The acceptance period for the Offer runs from 22 No-
vember 2012 to 12 December 2012. Settlement will be-
gin as soon as possible after Arctic Paper has announced
that the terms of the Offer have been fulfilled, or other-
wise have decided to complete the Offer. Provided that
such announcement is made at the latest on 14 Decem-
ber 2012, settlement is expected to commence around
20 December 2012. Arctic Paper reserves the right to
extend the acceptance period for the Offer, as well as to
defer the payment of consideration. For more informa-
tion, see section “Terms and instructions”.

Listing of Arctic Paper

The shares in Arctic Paper are listed on WSE (ticker:
ATC). In addition to the primary listing on WSE, the
shares in Arctic Paper are intended to be secondary
listed on NASDAQ OMX in connection with the settle-

1 The Cash Alternative is offered only to shareholders in Rottneros who own up to and including 2,000 shares as of 2 November 2012 (being
the most recent time prior to announcement of the Offer for which Arctic Paper has access to complete ownership information from Euro-
clear) as well as at the time of the completion of the Offer, provided that the shares of such shareholders are directly registered or registered
in the name of an authorized nominee pursuant to the Swedish Act (1998:1479) on Record-Keeping of Financial Instruments. Shareholders
in Rottneros who hold shares through other nominees or custodians are offered only the Share Alternative. Accordingly, for example, a
shareholder in Rottneros who holds shares through a deposit bank or other agent, that appears to be a nominee registered shareholder in
Euroclear’s VPC system, is offered only the Share Alternative (and not the Cash Alternative).

2 Rottneros currently has 12,000,000 outstanding warrants 2010/2013 series A. Each warrant entitles the holder to subscribe for 0.1 new
Rottneros share, i.e. 10 warrants are required to subscribe for 1 new Rottneros share. The subscription price for each new Rottneros share is
SEK 9.75 in cash. The warrants can be exercised for subscription of new Rottneros shares at any time up to and including 16 May 2013.

3 The Offer value and premium calculations are based on 152,571,925 outstanding shares in Rottneros (i.e. excluding 821,965 own shares held
by Rottneros), and the closing price of the Arctic Paper share as well as the SEK/PLN mid exchange rate published by the Swedish Central
Bank on 6 November 2012 (the last trading day prior to announcement of the Offer).
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ment of the Offer. NASDAQ OMX has approved Arctic
Paper for secondary listing on NASDAQ OMX provided
that the exchange’s requirement regarding sufficient
free float is met. Arctic Paper makes the assessment that
the free float requirement will be met in connection with
the settlement of the Offer.

Recommendation of the board of
directors of Rottneros

The board of directors of Rottneros unanimously recom-
mends that Rottneros’ shareholders accept the Offer.
The board of directors of Rottneros has obtained an
opinion regarding the financial fairness of the Offer from
KPMG. In its opinion, KPMG states that the Offer is fair
from a financial point of view.

Nemus Holding’s holding in

Arctic Paper and Rottneros

Nemus Holding owns 41,479,500 shares in Arctic Paper,
corresponding to 74.9 percent of all shares and votes in
Arctic Paper, and is thereby the largest shareholder in
Arctic Paper.

Furthermore, Nemus Holding owns 30,857,435 shares
in Rottneros, corresponding to 20.2 percent of all shares
and votes in Rottneros, and is thereby the largest share-
holder also in Rottneros.2 However, Nemus Holding has
no board representation in Rottneros and has not been
involved in Rottneros’ handling or decisions regarding

the Offer.

Arctic Paper’s holding in Rottneros
Arctic Paper does not currently own or control any
shares in Rottneros and has not acquired any shares in
Rottneros during the last six months prior to announce-
ment of the Offer. Neither does Arctic Paper hold any
financial instruments in Rottneros that provide a financial
exposure equivalent to a holding of shares in Rottneros.

Commitments from shareholders in
Rottneros?

Nemus Holding, holder of 30,857,435 shares in
Rottneros, corresponding to 20.2 percent of all shares
and votes in Rottneros, has irrevocably and uncondition-
ally undertaken to accept the Offer.

In addition, Danske Bank A/S and DNB Bank ASA,
holders of, in aggregate, 12,902,546 shares in Rottneros,
corresponding to 8.5 percent of all shares and votes in
Rottneros, have undertaken to accept the Offer, provid-

ed that no other party prior to the expiry of the accept-
ance period announces a competing public offer which
is at least 5 percent more favorable to the shareholders
of Rottneros than the Offer and which Arctic Paper does
not match within a certain period of time.

Accordingly, shareholders in Rottneros holding in ag-
gregate 43,759,981 shares in Rottneros, corresponding
to 28.7 percent of all shares and votes in Rottneros, have
undertaken to accept the Offer.

Extraordinary general meeting in Arctic
Paper

Arctic Paper has decided to convene an extraordinary
general meeting to adopt the resolutions necessary for
the delivery of shares in Arctic Paper in connection with
the Offer.* The general meeting is expected to be held
on or around 3 December 2012. Nemus Holding and
Accent Equity®, together representing 79.7 percent of
the shares and votes in Arctic Paper, have irrevocably
and unconditionally undertaken to vote in favor of the
resolutions at the general meeting.

Financing of the Offer

The completion of the Offer is not subject to any financ-
ing condition. The Cash Alternative will be financed by
Avrctic Paper through available funds and existing credit
facilities.

Approvals from authorities

The completion of the Offer is conditional upon, inter
alia, all necessary approvals or similar from competition
authorities being obtained. Arctic Paper expects such
necessary approvals to be granted prior to the end of
the acceptance period.

Furthermore, the completion of the Offer is condi-
tional upon, inter alia, that the general meeting resolu-
tions necessary for the delivery of Arctic Paper shares in
connection with the Offer are registered by the relevant
Polish registry court. In Poland, the registration of such
corporate resolutions are made with courts and the reg-
istration process is a court proceeding. Based on advice
given to Arctic Paper, there is some discretion for the reg-
istry courts as to whether registration should be granted
or not. Accordingly, although Arctic Paper expects the
necessary registrations to be completed prior to the
expected time for settlement of the Offer, there is a risk
that such registrations are delayed or refused due to
circumstances which are outside Arctic Paper’s control.

T Nemus Holding's shares in Arctic Paper are held through Nemus Holding’s wholly-owned subsidiary Trebruk.
2 All calculations of percentage holdings in Rottneros are based on 152,571,925 outstanding shares in Rottneros (i.e. excluding 821,965 own

shares held by Rottneros).

3 All calculations of percentage holdings in Rottneros are based on 152,571,925 outstanding shares in Rottneros (i.e. excluding 821,965 own

shares held by Rottneros).

* Delivery of shares in Arctic Paper to the shareholders in Rottneros, as consideration in the Offer, will, for practical reasons, be made with
shares lent from Nemus Holding. The general meeting in Arctic Paper will resolve to issue warrants to Nemus Holding which entitle to sub-

scription of the corresponding number of new shares in Arctic Paper.

° Accent Equity 2003 LP and Accent Equity 2003 KB.
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Due Diligence

Arctic Paper has performed a limited due diligence
review of confirmatory nature in connection with the
preparation of the Offer. Rottneros has informed Arctic
Paper that, during this process, no information which
has not previously been disclosed, and which could
reasonably be expected to affect the price of the shares
in Rottneros, has been given to Arctic Paper.

Statement from the Swedish Securities
Council

The Swedish Securities Council (Aktiemarknadsnamn-
den) has in its statement 2012:26 approved the terms of
the Cash Alternative. The statement (in Swedish) can be
found in its entirety at the Swedish Securities Council’s
website, www.aktiemarknadsnamnden.se.

Applicable law and disputes
The Offer, as well as the agreements entered into be-
tween Arctic Paper and the shareholders in Rottneros as
a result of the Offer, shall be governed and construed in
accordance with substantive Swedish law. Any dispute
regarding the Offer, or which arises in connection
therewith, shall be exclusively settled by Swedish courts,
and the City Court of Stockholm shall be the court of first
instance.

NASDAQ OMX's Rules Regarding Takeover Offers
(1 July 2012) (the “Takeover Rules”) and the Swedish
Securities Council’s rulings regarding interpretation
and application of the Takeover Rules, including, where
applicable, the Swedish Securities Council’s interpreta-
tion and application of the formerly applicable Rules on
Public Offers for the Acquisition of Shares issued by the
Swedish Industry and Commerce Stock Exchange Com-
mittee, are applicable to the Offer. Furthermore, Arctic
Paper has, in accordance with the Swedish Act on Public
Takeovers on the Stock Market, on 2 November 2012
contractually undertaken towards NASDAQ OMX to fully
comply with said rules and statements and to submit to
any sanctions that can be imposed by NASDAQ OMX in
event of breach of the Takeover Rules. Arctic Paper has
on 7 November 2012 informed the Swedish Financial
Supervisory Authority (Finansinspektionen) about the
Offer and the above mentioned undertakings towards
NASDAQ OMX.
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Background and reasons

Substantial operational synergies

The combination of Arctic Paper and Rottneros is expected to lead to cost synergies within purchasing, logistics and
overhead. The main purchasing and logistics synergies are expected to be attributable to an increase in Rottneros’
supply of pulp to Arctic Paper, reducing the Combined Group’s need for external sales and purchases of pulp. The
combination also entails lower costs for head offices, certain personnel and costs associated with the parent com-
panies. On the production level synergies are created by e.g. a functional integration of administration, logistics, IT
and HR functions between the mills, which are geographically closely located. In total, synergies are estimated to
approximately SEK 80 million (PLN 39 million). The synergies are estimated to be fully realized within 12 to 18 months.

Reduced fluctuations and improved balance

The combination creates a natural hedge for the Combined Group against the fluctuations in the pulp price, as an
improved balance is created between Rottneros’ sales and Arctic Paper’s purchases. In 2011, Rottneros produced
324,000 tonnes of different pulp qualities and Arctic Paper’s pulp purchases during the same period amounted to
approximately 530,000 tonnes of different pulp qualities. In 2011, approximately 7 percent of Arctic Paper’s pulp
purchases were sourced from Rottneros. An improved balance between sales and purchases of pulp is created al-
though Arctic Paper will continue to source a large part of its pulp supply from other suppliers and hence continue to
be exposed to the global market pulp price. The Combined Group will continue to sell the majority of its pulp on the
global market, mitigating the effect of higher pulp purchasing costs for Arctic Paper.

The combination will also lead to the Combined Group decreasing its currency exchange exposure against non-
European currencies, primarily the USD. The decreased fluctuations related to currency and pulp price also decrease
the need of, and cost for, hedging. Consequently, the volatility due to currency and pulp price fluctuations in financial
performance is expected to decrease.

Capital markets aspects

The transaction will give Arctic Paper better access to the capital market and the Combined Group will have a higher
market capitalization and a larger number of shareholders than Arctic Paper has today. The combined market capitali-
zation of Arctic Paper and Rottneros is approximately SEK 987 million (PLN 476 million)." Arctic Paper will apply for
listing on NASDAQ OMX, in addition to its primary listing on the WSE. As a result of the Offer, Arctic Paper’s free
float is expected to significantly increase.

A strengthened financial platform

The Combined Group will have a strong financial position and an optimized capital structure. In addition, the Com-
bined Group will be able to allocate more resources to a larger number of interesting business opportunities. The
Combined Group is also expected to record more stable sales revenues and operating profits and realize synergies
that will enhance the Combined Group's financial performance.

The board of directors of Rottneros has participated in the establishment of the section “Description of Rottneros” in
the Offer Document.

Apart from what is stated above, the management board of Arctic Paper is responsible for the content of the Offer
Document. The management board hereby declares that, having taken all reasonable care to ensure that such is the
case, the information in the Offer Document is, to the best of the management board’s knowledge, in accordance
with the facts and contains no omission likely to affect its import.

Poznan, 21 November 2012

Arctic Paper S.A.
Management Board

" Based on the closing prices for each of the Arctic Paper share and the Rottneros share, and a SEK/PLN mid exchange rate published by the
Swedish Central Bank on 6 November 2012 (the last trading day prior to announcement of the Offer).
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Terms and instructions

The Offer

Share Alternative

For each share in Rottneros tendered in the Offer, the
shareholder will receive 0.1872 shares in Arctic Paper
(the “Share Alternative”).

Only whole shares in Arctic Paper will be delivered to
Rottneros shareholders who accept the Share Alterna-
tive. Fractions of shares will be combined and sold on
NASDAQ OMX on behalf of the Rottneros shareholders
concerned, and the average net proceeds will thereafter
be distributed among such shareholders in relation to
the size of each shareholder’s fraction of an Arctic Paper
share.

Cash Alternative

As an alternative to the Share Alternative, shareholders
who as of 2 November 2012 as well as at the time of the
completion of the Offer own up to and including 2,000
shares in Rottneros can choose to receive a considera-
tion of SEK 2.30 in cash for each share in Rottneros
tendered in the Offer (the “Cash Alternative”).

The Cash Alternative is offered only to shareholders in
Rottneros who own up to and including 2,000 shares as
of 2 November 2012 (being the most recent time prior
to announcement of the Offer for which Arctic Paper
has access to complete ownership information from
Euroclear) as well as at the time of the completion of
the Offer, provided that the shares of such sharehold-
ers are directly registered or registered in the name of
an authorized nominee pursuant to the Swedish Act
(1998:1479) on Record-Keeping of Financial Instruments.
Shareholders in Rottneros who hold shares through
other nominees or custodians are offered only the Share
Alternative. Accordingly, for example, a shareholder in
Rottneros who holds shares through a deposit bank or
other agent, that appears to be a nominee registered
shareholder in Euroclear’s VPC system, is offered only
the Share Alternative (and not the Cash Alternative).

Offer consideration adjustment, etc.
The offer consideration under the Share Alternative and
the Cash Alternative will be adjusted should Rottneros,
prior to the settlement of the Offer, distribute a dividend
or in any other way distribute or transfer funds to its
shareholders.

No commission will be charged in connection with the
Offer.

Conditions for completion of the Offer

The completion of the Offer is conditional upon:

1) the Offer being accepted to such extent that Arctic
Paper becomes the owner of shares representing
more than 90 percent of the total number of out-
standing shares in Rottneros on a non-diluted basis
as well as on a fully diluted basis;

2) the resolutions necessary for the delivery of Arctic
Paper shares in connection with the Offer being (a)
adopted by Arctic Paper’s general meeting and (b)
registered by the relevant registry court;

3) with respect to the Offer and completion of the
acquisition of Rottneros, all necessary clearances,
approvals, decisions and other actions from authori-
ties or similar, including approvals from competition
authorities, being obtained, in each case on terms
which, in Arctic Paper’s opinion, are acceptable;

4) no other party announcing an offer to acquire shares
in Rottneros on terms that are more favorable to the
shareholders of Rottneros than the Offer;

5) neither the Offer nor the acquisition of Rottneros
being rendered wholly or partially impossible or sig-
nificantly impeded as a result of legislation or other
regulation, any decision of court or public authority,
or any similar circumstance, which is actual or can
reasonably be anticipated, and which Arctic Paper
could not reasonably have foreseen at the time of
announcement of the Offer;

6) no circumstances, which Arctic Paper did not have
knowledge of at the time of announcement of the
Offer, having occurred that have or can be expected
to have a material adverse effect upon Rottneros’
sales, profit, liquidity, equity or assets;

7) no information made public by Rottneros being
materially inaccurate, incomplete or misleading, and
Rottneros having made public all information which
should have been made public by it; and

8) Rottneros not taking any measures that are likely to
impair the prerequisites for making or implementing
the Offer.

Avrctic Paper reserves the right to withdraw the Offer in
the event that it is clear that any of the above conditions
are not satisfied or cannot be satisfied. However, with re-
gard to conditions 2-8, the Offer may only be withdrawn
provided that the non-satisfaction of such condition

is of material importance to Arctic Paper’s acquisition
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of Rottneros or if otherwise approved by the Swedish
Securities Council. Furthermore, with regard to condi-
tion 2(b), the Offer may only be withdrawn provided that
the non-satisfaction of such condition is outside Arctic
Paper’s control.

Arctic Paper reserves the right to waive, in whole or
in part, one or several of the conditions set out above,
including, with respect to condition 1, to complete the
Offer at a lower level of acceptance.

Offer Document and acceptance forms
The Offer Document, pre-printed acceptance form and

return envelope are distributed to all directly registered
Rottneros shareholders as of 19 November 2012.

A printed version of the Offer Document can be
obtained from Arctic Paper and Skandinaviska Enskilda
Banken AB, see below for contact details. The Offer
Document and blank acceptance forms can also be
downloaded in electronic form from Arctic Paper’s
website www.arcticpaper.com and from SEB's website
www.sebgroup.com/prospectuses.

Instructions for acceptance of the Offer
Directly registered holdings

Shareholders in Rottneros whose shares are directly reg-
istered with Euroclear and who wish to accept the Offer
should, during the period from 22 November 2012 to 12
December 2012, sign and deliver a correctly completed
acceptance form in accordance with the determined
form to:

SEB

Emissioner R B6
106 40 Stockholm
Sweden

The acceptance form must be delivered or mailed in the
attached return envelope well in advance of the last day
of acceptance in order to be received by SEB Emissioner
("SEB”) at the latest 12 December 2012. The accept-
ance form can also be submitted to bank offices or other
securities institutions in Sweden, for forwarding to SEB.

Securities accounts and current holdings are present-
ed in the pre-printed acceptance form which has been
sent out together with the Offer Document. The holders
should check that the pre-printed information on the
acceptance form is correct. Additional acceptance forms
are distributed by SEB on request in accordance with the
contact information below.

Note that incorrect or non-complete acceptance
forms may be disregarded. No changes may be made to
the text on the pre-printed acceptance forms.

It is not possible for a shareholder to choose both the
Share Alternative and the Cash Alternative. If it is not
clear on the acceptance form if the Share Alternative or
the Cash Alternative has been chosen, the shareholder
is deemed to have chosen the Share Alternative. Should
a shareholder chose the Cash Alternative without being
entitled thereto, the shareholder will be deemed to have
chosen the Share Alternative.

Nominee registered holdings

Shareholders in Rottneros, whose shares are registered
with a nominee such as a bank or other entity, will not re-
ceive the Offer Document or the pre-printed acceptance
form. Acceptance of the Offer shall instead be done in
accordance with instructions from the nominee.

Pledged holdings

In case shares in Rottneros are pledged in the Euroclear
system, both the holder and the pledgee must sign the
acceptance form and confirm that the pledge is termi-
nated if the Offer is completed. The pledge should thus
have been de-registered in the Euroclear system when
the shares in Rottneros are to be delivered to Arctic
Paper.

Confirmation of acceptance

After SEB has received and registered a duly com-
pleted acceptance form, the shares in Rottneros will

be transferred to a new and blocked securities account
(Sw: apportkonto), which has been opened for each
holder. In connection to this, Euroclear will send out a
securities account notification showing the number of
shares in Rottneros that have been withdrawn from the
original securities account, as well as a securities account
notification showing the number of shares in Rottneros
that have been registered on the newly opened blocked
securities account.

Right to withdraw acceptance

Shareholders in Rottneros have the right to withdraw giv-
en acceptances of the Offer. The withdrawal of accept-
ance must have been received by SEB on the address
provided above before Arctic Paper has announced that
all terms in the Offer have been fulfilled, or, if such an-
nouncement is not given during the acceptance period,
at latest at 24:00 (CET) on the last day of the acceptance
period.

Owners whose holdings are registered with a nominee
and who wishes to withdraw given acceptance should do
this in accordance with instructions from the nominee.
Owners who wish to do so must contact their nominee
in due time so that withdrawal can be performed as
described above.

If any of the conditions of the Offer that Arctic Paper
has reserved the right to dispose over at any extension
of the acceptance period, the right to withdraw given
acceptances will apply in the same manner during such
extension.

Settlement

Settlement of consideration will begin as soon as pos-
sible after Arctic Paper has announced that the condi-
tions of the Offer have been fulfilled, or otherwise has
announced a decision to complete the Offer. Provided
that such announcement is given on 14 December 2012
at the latest, settlement is expected to commence on or
around 20 December 2012. Settlement of consideration
is performed by sending a contract note to the persons
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who have accepted the Offer. If the holding is regis-
tered with a nominee, settlement is made through the
nominee.

The shares in Arctic Paper will be delivered to the
securities account indicated on the acceptance form.

In connection with this, the shareholders will receive a
securities account notification which reports the registra-
tion of the new shares on the original securities account.
No securities account notification indicating the transfer
of the Rottneros shares from the blocked account will

be sent. If the holding is registered with a nominee,

the delivery will be made to the nominee. Settlement

of potential proceeds of the sale of excess fractions of
shares in Arctic Paper will be performed in the manner
described below.

Payment in the Cash Alternative is made to the ac-
count tied to the securities account in which the shares
in Rottneros were registered. Should such account be
missing, the consideration will be paid according to
the instructions on the contract note. If the holding in
Rottneros is registered with a nominee, payment is made
via the respective nominee.

By accepting the Offer, the holder authorizes SEB
to acquire Arctic Paper shares on their behalf, and to
deliver shares in Rottneros to Arctic Paper in accordance
with the Offer.

Fractions of shares etc.

The Share Alternative can be accepted for each share-
holder’s entire holding of shares in Rottneros, even if the
shares do not correspond to a whole number of shares in
Arctic Paper.

Only whole shares in Arctic Paper will be delivered to
shareholders in Rottneros who accept the Share Alterna-
tive. If a shareholder in Rottneros obtains a fraction
of a share in Arctic Paper, the fraction which has been
obtained, after aggregation with other such excess frac-
tions, will be sold by SEB on NASDAQ OMX on behalf of
the shareholder. The proceeds of the sale will be distrib-
uted to the shareholders in question, or their nominees,
around 28 December 2012, and each such owner will
obtain their relative share of the total proceeds of the
sale. There will be no commission fee for the sale.

By accepting the Share Alternative, the shareholder in

Rottneros authorizes SEB to make such sale.

Right to extension of the Offer

Arctic Paper reserves the right to extend the acceptance
period for the Offer, and in connection to this also stipu-
late that the above mentioned conditions of the Offer,
wholly orin part, will be valid during such an extension
of the acceptance period. Arctic Paper also reserves the
right to postpone the time of the settlement of consid-
eration in relation to the Offer.

Trading of shares in Arctic Paper

Arctic Paper’s shares are intended to be traded also

on NASDAQ OMX. Trading of the shares delivered as
consideration in the Offer is expected to commence on
NASDAQ OMX on or around 20 December 2012, in con-
nection with settlement of the consideration. The ISIN
code for Arctic Paper’s shares is PLARTPRO0012.

Right to dividend

The shares in Arctic Paper delivered as consideration
in the Offer will entitle the holder to any dividends
resolved upon after delivery.

Compulsory acquisition and delisting
In the event that Arctic Paper, in connection with the
Offer or in any other way, becomes the holder of more
than 90 percent of the outstanding shares in Rottneros,
Avrctic Paper intends to call for compulsory acquisition
in accordance with the Swedish Companies Act (Sw:
aktiebolagslagen (2005:551)) in order to acquire all the
outstanding shares and warrants in Rottneros. In con-
nection thereto, Arctic Paper also intends to promote
the delisting of the shares in Rottneros from NASDAQ
OMX.

Questions regarding the Offer

For any questions regarding the Offer, please contact
SEB on telephone number +46 8 639 27 50. Information
and acceptance forms are available on Arctic Paper’s
website at www.arcticpaper.com and on SEB’s website at
www.sebgroup.com/prospectuses.
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Recommendation from
the board of directors of
Rottneros

A
.-
Rottnerns

PRESS RELEASE

Rottneros AB (publ)
Box 70 370, SE-107 24 Stockholm, Sweden
Tel +46 8 590 010 00 www.rottneros.com

Statement by the Board of Directors of Rottneros AB (publ) in relation to
Arctic Paper S.A.’s public takeover offer

The Board of Directors of Rottneros unanimously recommends the shareholders
to accept the offer from Arctic Paper

Background

This statement is made by the Board of Directors of Rottneros AB (publ) ("Rottneros" or the
"Company") pursuant to the rules concerning public takeover offers on the stock market adopted
by NASDAQ OMX Stockholm (the "Takeover Rules").

Arctic Paper S.A. ("Arctic Paper") has today, on 7 November 2012, announced a public offer to
the shareholders in Rottneros to transfer all of their shares in Rottneros to Arctic Paper (the
"Offer").

Arctic Paper offers 0.1872 newly issued Arctic Paper shares for each Rottneros share. The Offer
values each Rottneros share to SEK 2.30 per share' based on Arctic Paper's closing price on
6 November 2012, the last trading day prior to the announcement of the Offer.

In addition, Arctic Paper offers shareholders who as per 2 November 2012 held 2,000 shares or
less in Rottneros a cash consideration of SEK 2.30 per share in Rottneros (the "Cash Offer"). For
detailed terms and conditions regarding the Cash Offer, reference is made to Arctic Paper’s press
release.

Arctic Paper is listed on the Warsaw Stock Exchange but will in relation to the Offer apply for a
secondary listing on NASDAQ OMX Stockholm.

The Offer represents a premium of:

e 14.4 per cent compared to the last quoted price prior to the trading halt on 6 November
2012, of SEK 2.01 for the Rottneros share, the last trading day prior to the announcement
of the Offer;

e 26.2 per cent compared to the volume weighted average price of SEK 1.82 for the
Rottneros share during the last 30 calendar days up to and including 6 November 2012;
and

e 27.3 per cent compared to the volume weighted average price of SEK 1.81 for the
Rottneros share during the last 90 calendar days up to and including 6 November 2012.

! Based on a PLN/SEK exchange rate of 2.0749 per 6 November 2012, the last trading day prior to the
announcement of the Offer.
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The Offer values Rottneros at approximately SEK 351 million, based on 152,571,925 outstanding
shares in Rottneros.

According to the preliminary timetable included in the press release in which the Offer was made
public, the acceptance period is expected to run from around 22 November 2012 to around
12 December 2012.

Based on all shareholders in Rottneros accepting the Offer and no shareholders choosing to
accept the Cash Offer, Rottneros shareholders will own 34 per cent of the shares in Arctic Paper
after completion of the Offer.

Arctic Paper has for a longer period of time held discussions with the Board of Directors of
Rottneros (the "Board") regarding a combination of the two companies. As part of this process,
the Board has engaged Lenner & Partners as financial advisors and Setterwalls as legal advisors.

The Board has, upon request by Arctic Paper, allowed Arctic Paper to conduct a limited
confirmatory due diligence in connection with the preparations of the announcement of the Offer.
Arctic Paper has not received any non-public price-sensitive information regarding Rottneros.

Rottneros has conducted a limited confirmatory due diligence regarding Arctic Paper and Arctic
Paper has informed Rottneros that no non-public price-sensitive information has been disclosed
regarding Arctic Paper.

The Board’s Considerations

During 2008 and 2009 Rottneros went through an operational restructuring where the number of
pulp mills was reduced from five to two. During 2009, a financial restructuring was performed in
which the Company’s debt was reduced to zero. The ambition was to mitigate the Company’s
high operational risk with a low financial risk and establish the preconditions for making necessary
investments in the Vallvik Mill, and also to re-introduce dividends. The production capacity in the
Vallvik Mill has since been expanded and dividends to shareholders have been re-introduced. The
financial position is still sound, though Rottneros remains a rather small company with a market
capitalization of approximately SEK 300 million and net turnover of approximately SEK 1.5 billion.
The Board has assessed several possible merger and acquisition opportunities during the last
couple of years.

Considering the factors each shareholder has to take into account prior to their decision to accept,
or not to accept, the Offer, the Board of Directors of Rottneros wish to make the following
concluding comments:

o A merger will result in both shareholder groups gaining the benefits of a significant
reduction in the volatility of earnings and cash flows with ensuing lower operating risk.
Over time, this should entail a lower cost of financing and a higher valuation of the
shares.

e The yearly synergies are estimated to be approximately SEK 80 million before tax and the
costs to achieve these are rather limited. The estimated synergies are significant in
relation to both companies’ current earnings. All things equal, this will substantially
strengthen the new group’s future capacity for investments and dividends.

e The Offer to Rottneros shareholders implies a not insignificant premium compared to the
current share price, but most of all the Offer implies that Rottneros shareholders will own
34 per cent of the new group and through that will have a share in the value of the
synergies described above.

e For Rottneros shareholders the Offer represents an upstream integration in the value
chain through them becoming owners of Arctic Paper’s current operations in fine graphic
paper. In the view of the Board, this represents both a risk and an opportunity. It is a risk
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because the market for fine graphic paper is under a lot of pressure with limited or even
declining growth. But it also means an opportunity to take part in developing one of
Europe’s leading players in its field with a focus on bulky book paper and other paper
products in the premium segment and with a presence in the growing Eastern European
market.

For further information about the Offer, reference is made to Arctic Paper’s press release which
was made public earlier today, and can be found at www.arcticpaper.com.

The Board’s Recommendation

Arctic Paper has for a longer period of time shown interest in a merger between Rottneros and
Arctic Paper. The Board has been positive to the proposal as in the Board’s view — given the right
terms and conditions — it provides the right preconditions to create value for Rottneros'
shareholders and that it will be to the benefit of employees.

The discussions that have taken place with Arctic Paper have resulted in the offer Arctic Paper is
announcing today to the shareholders of Rottneros, which the Board is presenting to Rottneros’
shareholders for their final decision.

The Board requests shareholders to carefully read the press release that Arctic Paper has made
public today, as well as the Offer Document that Arctic Paper will make public on or around
21 November 2012, in advance of making their final decision.

The Board has considered what is in the best interest of all shareholders with respect to the Offer
consideration, the current position of Rottneros, the future development of the Company and the
associated possibilities and risks. As the consideration comprises shares in Arctic Paper, the
prospects for the combined company have been evaluated in particular.

As part of this evaluation, the Board has in particular taken into account:

e The premium the Offer implies for Rottneros’ shareholders;

e That Arctic Paper is controlled by a shareholder holding 75 per cent of the shares, who is
also the largest shareholder in Rottneros with a 20 per cent stake;

e That Arctic Paper is a Polish company with a primary listing in Poland, but that Arctic
Paper will have a secondary listing in Stockholm;

e That the liquidity in the Arctic Paper share is rather limited at present;

e The possibilities of realizing the estimated synergies; and

e That Rottneros’ shareholders with 2,000 shares or less are offered a choice of receiving a
cash consideration.

Based on the information that Rottneros has received from Arctic Paper and the information that
has been included in Arctic Paper’s press release, the Board is of the opinion that the Offer will
not involve any material changes to the future operations nor for the overall strategy of Rottneros’
production units, and that it will not involve any major changes for employees (including terms of
employment). However, some administrative functions in these units may be coordinated with
Arctic Paper’s units in Sweden. The operations at Rottneros’ head office will be coordinated with
Arctic Paper’s units in Sweden and its head office in Poland, which will result in some limited
redundancies.

The Board has been informed that Arctic Paper intends to offer certain individuals in the Rottneros
management team an incentive arrangement, providing the Offer is completed. The payment is
conditional upon the active participation of these key individuals in forming the new group and that
they have not terminated their employment before 30 June 2013 and 31 December 2013,
respectively. The incentive arrangement for all entitled employees amounts to a maximum of SEK
1.2 million in aggregate. The Board is of the opinion that the management incentive arrangement
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would be beneficial in relation to the shareholders’ interests and has thus approved Arctic Paper’'s
arrangement as well as its intention to offer this arrangement.

As part of the Board’s evaluation of the Offer and its recommendation, the Board has taken into
account a fairness opinion from KPMG AB ("KPMG"). Rottneros engaged KPMG as an
independent advisor to issue a fairness opinion on whether the Offer is deemed fair from a
financial perspective. The Board has taken part of KPMG’s evaluation and its underlying
materials.

KPMG has in its assignment, amongst other things, taken into consideration internal information
from the management of both Arctic Paper and Rottneros concerning business descriptions,
historical financial results, financial budgets and projections and other documentation. KPMG has
also conducted interviews with the respective management teams of Arctic Paper and Rottneros
and with the Chairman of the Board of Rottneros. KPMG has also conducted analyses of public
information including competitors’ annual reports and general industry reports.

KPMG’s fairness opinion is attached to this press release and will also be published in the Offer
Document.

KPMG’s opinion is that the Offer is to be considered fair for Rottneros’ shareholders from a
financial perspective.

In conclusion, and based on the above, the Board of Directors of Rottneros unanimously
recommends the shareholders of Rottneros to accept the Offer.

The Board of Directors of Rottneros AB (publ)

Rottneros discloses the information provided herein pursuant to the Securities Markets Act and/or
the Financial Instruments Trading Act. The Information was submitted for publication on
Wednesday 7 November 2012 at 08.30 CET.

NB. In case of any discrepancy between the English and Swedish language versions, the
Swedish language version shall prevail.

Rottneros is an independent producer of market pulp. The Group comprises the parent company Rottneros AB, listed on
NASDAQ OMX Stockholm, and its subsidiaries Rottneros Bruk AB and Vallviks Bruk AB with operations involving the
production and sale of market pulp. The Group also includes the wood procurement company Rottneros Baltic SIA in
Latvia. The Group has around 298 employees and had a turnover of approximately SEK 1.5 billion in the 2011 financial
year.
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Fairness opinion
from KPMG

M November 4, 2012

To
The Board of Directors of Rottneros AB (publ)

Fairness opinion regarding the potential takeover bid from Arctic Paper S.A.

KPMG Corporate Finance, a business unit within KPMG, has been retained by the Directors of
the Board of Rottneros AB (publ) ("Rottneros” or the “Company”) to opine on the fairness of
the proposed acquisition of Rottneros by Arctic Paper S.A. ("Arctic Paper”).

In the proposed transaction presented to KPMG, Arctic Paper will acquire 100 percent of the
outstanding shares in Rottneros (the “Transaction”). The consideration to be received by
Rottneros shareholders is 0.1872 Arctic Paper shares for every Rottneros share. The purchase
consideration will constitute newly issued shares in Arctic Paper common stock so, that after the
Transaction, Rottneros’ shareholders will own approximately 34 percent of the combined entity.
Shareholders with less than 2 000 shares will be offered a cash alternative as well as the
opportunity to exchange their shares i Rottneros for shares in Arctic Paper.

‘We understand that the majority shareholder of Arctic Paper also holds approximately 20
percent of the shares in Rottneros.

We have not been requested to, and did not, solicit third party indications of interest in acquiring
all or any part of the Company. Furthermore, at your request, we have not negotiated the
Transaction or advised you with respect to alternatives to it.

In connection with this opinion, we have made such reviews, analyses and inquiries as we have
deemed necessary and appropriate under the circumstances. Among other things, we have:

e Reviewed internal information from the Management of Rottneros and Arctic Paper on:
business descriptions, historical financials, budgets and forecasts, and documentation
prior to the proposed transaction;

e Held interviews with senior management in Rottneros and Arctic Paper and with the
Chairman of the Board in Rottneros;

e Reviewed the documentation from PwC’s confirmatory limited financial due diligence
(that excludes a review of quality of earnings) and Setterwalls’ legal due diligence as of
July 2011. Based on our understanding management and the Company’s auditor have
conducted a limited update to due diligence process in October 2012, however, no
formal updates have been prepared by PwC or Setterwalls;

KPMG AB, a Swedish limited liability company and a member firm of the KPMG
network of independent member firms affiliated with KPMG International
Cooperative (‘KPMG International®), a Swiss entity. Al rights reserved.




-3 FAIRNESS OPINION FROM KPMG

M November 4, 2012

e Reviewed the documentation from the Company’s internally performed environmental
due diligence (excluding drill samples); and

e Reviewed publicly available information including competitors annual reports, and
general industry reports.

We have relied upon and assumed, without independent verification, the accuracy and
completeness of the information presented and that upon which the presentation is based,
including that available from public sources. Consequently, we take no responsibility for errors
or omissions in information which has been presented to us or implications such errors or
omissions would have on our conclusions.

Our opinion is necessarily based on business, economic, market and other conditions as they
exist and can be evaluated by us at the date of this letter. Furthermore, we assume that Arctic
Paper is a going concern that will be successful in refinancing its debt before February 2013.

This fairness opinion from KPMG is only intended to serve as described in the context above,
and may not be used for any other purpose without the written approval of KPMG Corporate
Finance.

Based upon the foregoing, and in reliance thereon, it is our opinion that the consideration of
0.1872 Arctic Paper shares for every Rottneros share to be paid by Arctic Paper in connection
with the Transaction is fair to the public shareholders of Rottneros from a financial point of
view.

Stockholm November 4, 2012

KPMG Corporate Finance
Bjorn Hallin Martin Ericsson
Partner Director
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The Combined Group

The following is a brief description of the Combined Group. The name of the Com-
bined Group will remain Arctic Paper and the parent company of the group will be
Arctic Paper S.A. based in Poznan, Poland. Rottneros is engaged in the production
and sale of pulp and Arctic Paper in fine paper manufacturing and sale.

Business overview

Arctic Paper in brief

Arctic Paper has its roots in the Swedish Trebruk group,
established in 1990 with Munkedals as one of the mills.
Over time, Arctic Paper has expanded geographically to
become the second-largest European producer of bulky
book paper and one of Europe’s leading producers of
fine graphic paper. Arctic Paper is a major purchaser of
paper pulp, from which it produces numerous types of
paper for printing houses, paper distributors, book and

magazine publishing houses and the advertising industry.

The group’s paper mills are located in Sweden
(Grycksbo and Munkedal), Poland (Kostrzyn nad Odra)
and Germany (Mochenwangen) with a total annual
production capacity of more than 800,000 tonnes of
paper. Through fifteen wholly-owned sales and distribu-
tion companies, Arctic Paper has access to all European
markets. In 2011, Arctic Paper employed close to 1,600
people and the consolidated sales revenue amounted
to PLN 2,527 million (SEK 5,552 million). Arctic Paper is
listed on the WSE since 2009.

For more information about current Arctic Paper see
the section “Description of Arctic Paper”.

Rottneros in brief
Rottneros is an independent producer of high quality,
customized paper pulp for the open market. It is well
renowned for its ability to continuously adapt to meet
increasing customer expectations by developing its
products and maintaining high levels of delivery reliabil-
ity, technical support and service.

Rottneros operates two pulp mills in Sweden, with
a total annual production capacity of approximately
400,000 tonnes. In 2011, Rottneros employed around
300 people and the consolidated sales revenue amount-
ed to SEK 1,513 million (PLN 689 million). Rottneros is
listed on NASDAQ OMX since 1987.

For more information about current Rottneros see the
section “Description of Rottneros”.

The Combined Group

The Combined Group will be the second largest
European producer of bulky book paper and one of
Europe’s leading manufacturers of high-quality graphic

fine paper. In addition, the Combined Group will remain
a significant supplier of market pulp. The Combined
Group will have a good balance between production
and consumption of pulp and thus less volatility. The
Combined Group will have four fine paper mills and two
pulp mills. Arctic Paper’s intention and anticipation is
that the implementation of the Offer will not have any
material effects for Arctic Paper’s or Rottneros’ business
or employees, including employment conditions and
employment levels at locations where Arctic Paper or
Rottneros currently conduct business.

Business concept and vision

The Combined Group's business concept will be to
combine the delivery of fine paper and pulp with state-
of-the-art expertise, thereby inspiring and supporting
its customers in their business improvement processes.
The Combined Group and its clients act in a world that
requires adaptability. For this reason, the Combined
Group will put great emphasis on creating innovative
and customized products. The Combined Group's vision
is to be a leading and innovative specialist company,
spearheading the development in selected niches based
on knowledge and expertise.

Goals and strategy
The Combined Group has a number of overall objectives
intended to provide competitive returns for sharehold-
ers through value growth and direct yield. The ambi-
tion is that the Combined Group, over time, will create
conditions for decreased earnings volatility over a
business cycle by targeting the increasingly specialized
fine paper and pulp grades. The Combined Group will
offer specialized fine paper and pulp grades and sell the
products directly to the customer, in order to create a
permanently higher profitability.

Arctic Paper’s strategy is to continue to be a fine
paper producer and to maintain its leading position as
a European book paper supplier. The graphic paper
market is mature. Some paper grades, like newsprint and
magazine paper, show declining trends. However, the
fine paper market is essentially stable. The small decline
in Western Europe is offset by increased demand in Cen-
tral and Eastern Europe — markets where Arctic Paper is
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already well-known and strong.

Although the market, as a whole, appears to be mature
and stable, there are significant underlying trends affect-
ing the customer needs in its sub-segments, including
changing printing technology, marketing and advertising
trends as well as Arctic Paper’s customers’ strong desire
to differentiate their output regardless whether this con-
cerns books, promotional material, instruction manuals or
high quality packaging. The Combined Group's strategy
is to actively monitor these changes and deliver attractive
and unique products adapted to customer demand. It
is, therefore, natural for Arctic Paper to have a strategy
to develop paper for applications outside traditional
graphic fine paper, especially packaging grades within
the premium segment and technical paper for wood,
wallpaper and construction industry. The current and
future products delivered from Rottneros’ two pulp mills
will be used as paper pulp for the abovementioned fine
paper product lines and as market pulp.

The Combined Group will continue to develop pulp
technology and to continue to be an important supplier
of pulp to the open market.

The locations of the Arctic Paper mills in Poland and
in Germany are beneficial from a logistics cost perspec-
tive and provide proximity to key markets. In addition,
the operations in Poland are beneficial from a labor cost
perspective.

The Combined Group will continue to develop its own
energy production, with the aim to become independ-
ent of external energy supply. Future internal energy
projects are likely to be based on combined heat and
power generation. An important measure will be to
maximize the use of renewable energy by the use of

Operational structure

hydropower and biomass. In this context, Rottneros’ bio-
fuel project represents significant experience and value
and should therefore be pursued and evaluated further.

Organization

The Combined Group will operate under the name
Arctic Paper and with Arctic Paper S.A. as parent com-
pany. The Arctic Paper group as well as the Rottneros
group currently consists of a parent holding company
with mill subsidiaries. The integrated organization in the
Combined Group will continue to operate through mill
subsidiaries as well as through other units, of which Arc-
tic Paper’s sales and marketing organization is the most
comprehensive in terms of staffing.

Arctic Paper’s supervisory board currently consists
of Rolf Olof Grundberg (chairman), Rune Ingvarsson,
Thomas Onstad, Fredrik Plyhr, Jan Ohlsson and Mariusz
Grendowicz. Rune Ingvarsson, Fredrik Plyhr, Mariusz
Grendowicz and Jan Ohlsson, are independent super-
visory board members. Arctic Paper intends to pro-
mote that two additional independent members of the
supervisory board, with experience of Swedish industry
and capital markets, are proposed in consultation with
representatives of Rottneros’ shareholders who accept
the Offer and elected as soon as practically possible
after the completion of the Offer.

Michal Jarczynski will remain CEO of Arctic Paper. The
management board of Arctic Paper will in addition to
Michal Jarczynski consist of Michal Bartkowiak as CFO,
Wolfgang Liibbert, Jacek Los and Per Skoglund.

Until the completion of the Offer, Rottneros and Arctic
Paper will operate as two independent listed compa-
nies with their current boards and management teams,

The Combined Group

Support
functions

Fine paper mills Pulp mills
— Kostrzyn Mill Vallvik Mill
— Grycksbo Mill Rottneros Mill
— Munkedals Mill

-— Mochenwangen Mill

Sales & distribution
companies
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respectively.

A successful integration process is of crucial impor-
tance for the achievement of the expected synergies
and Arctic Paper expects such process to benefit from
the management teams of both companies being fully
involved. Arctic Paper’s intention is therefore to retain
members of Rottneros’ current senior management team
to benefit from their knowledge and experience. It has
so far been decided that the business area managers of
Arctic Paper and Rottneros will hold the same positions
in the Combined Group and report to the Combined
Group management. Furthermore, it has been decided
that Tomas Hedstrom, currently CFO of Rottneros, will
be offered the position as Finance Director for the Swed-
ish operations.

Arctic Paper intends to procure that all six members
of Rottneros’ senior management team are offered to
take part in bonus arrangements following, and thus
conditional upon, completion of the Offer. The bonus
payments are conditional upon the relevant member
of Rottneros’ senior management actively contribut-
ing to the integration of the Combined Group and not
terminating his employment prior to 30 June 2013 and
31 December 2013, respectively. In aggregate, the
bonus arrangements amount to SEK 1.2 million (PLN
0.58 million). Half of the bonus will be paid after each of
30 June 2013 and 31 December 2013, respectively. The
bonus arrangements have been approved by the Board
of Directors of Rottneros.

Legal structure

Immediately after the completion of the Offer, Rottneros
will be a subsidiary Arctic Paper. Arctic Paper’s current
legal structure is shown in the section “Description of
Arctic Paper”. Rottneros’ current legal structure is shown
in the section “Description of Rottneros”.

Synergies

The combination of Arctic Paper and Rottneros is
expected to lead to cost synergies within purchasing, lo-
gistics and overhead. The main purchasing and logistics
synergies are expected to be attributable to an increase
in Rottneros’ supply of pulp to Arctic Paper, reducing the
Combined Group's need for external sales and pur-
chases of pulp. The combination also entails lower costs
for head offices, certain personnel and costs associated
with the parent companies. On the production level
synergies are created by e.g. a functional integration of
administration, logistics, IT and HR functions between
the mills, which are geographically closely located. In
total, synergies are estimated to approximately SEK 80
million (PLN 39 million). The synergies are estimated to
be fully realized within 12 to 18 months.

Integration and transaction costs
Integration costs for the transaction are estimated to
approximately SEK 18 million (PLN ¢ million) during 2012
and 2013, which mainly relates to integration and layoff
costs.

Arctic Paper’s transaction costs are estimated to ap-

proximately SEK 22 million (PLN 11 million). Rottneros
has informed Arctic Paper about that their transaction
cost is estimated to SEK 11 million (PLN 5 million). In
total, the integration and transaction costs are estimated
to approximately SEK 51 million (PLN 25 million).

Purchase price allocation

Due to the fact that Rottneros is acquired at a price

that is lower than Rottneros’ book value of equity the
combination may result in a significant gain on a bargain
purchase. This gain is initially estimated to be SEK 653
million (PLN 315 million)." After completion of the Offer,
a closer analysis of acquired net assets will be carried out
together with independent valuators, for the purpose of
the final allocation of the purchase price. This may result
in recognition of assets or liabilities not recognized in the
books of Rottneros or write downs of some other assets
that may affect the final gain on a bargain purchase.

Share capital and ownership

structure etc.

Ownership information below for Rottneros is based
on information from Euroclear per 28 September 2012.
Arctic Paper only has reliable information about share-
holders who have notified Arctic Paper upon reaching
5.0 percent or more of the shares and votes in Arctic
Paper. Nemus Holding has notified Arctic Paper about
its holding of 74.9 percent of the shares and votes in
Arctic Paper.? Arctic Paper has no information about
other shareholders holding 5.0 percent or more of the
total number of shares and votes in Arctic Paper.

The remaining 25.1 percent of the shares and votes
Arctic Paper is believed to be owned mainly by Polish
and international institutional and private investors.
However, no single investor is believed to hold 5.0
percent or more as that would have triggered disclo-
sure obligations under Polish rules. Accordingly, there
is no reliable information about who these owners are.
However, based on published information, it has been
possible to establish that Arctic Paper likely has a num-
ber of large financial institutions among its owners. In
the Polish pension funds disclosure at end of Decem-
ber 2011, the following institutions were indicated as
shareholders (with corresponding percentage of capital
and votes): ING (3.6 percent), Generali (3.5 percent),
Nordea (1.8 percent), Axa (1.0 percent), PZU (0.8
percent), Aegon (0.4 percent), Amplico (0.3 percent)
and Pocztylion (0.2 percent). Accordingly, in total 11.7
percent of the shares and votes in Arctic Paper were
owned by these pension funds at the end of Decem-
ber 2011. Furthermore, Accent Equity has separately
informed Arctic Paper that it holds 4.8 percent of the
shares and votes in Arctic Paper. Arctic Paper also has
Polish private shareholders, including employees such
as Arctic Paper’s CEO.

Assuming full acceptance of the Offer and that no
eligible shareholders in Rottneros choose to accept the
Cash Alternative, 28,561,464 new shares in Arctic Paper
will be issued in connection with the Offer, correspond-

in

" Based on the closing price for the Arctic Paper share, and a SEK/PLN mid exchange rate published by the Swedish Central Bank on
6 November 2012 (the last trading day prior to the announcement of the Offer).
2 Nemus Holding's shares in Arctic Paper are held through Nemus Holding’s wholly-owned subsidiary Trebruk.
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ing to 34.0 percent of the shares and votes in Arctic
Paper after completion of the Offer. Pro forma owner-
ship in Arctic Paper after completion of the Offer is
presented below, based on such assumptions.

Shareholders with significant influence

Thomas Onstad is today (via wholly owned companies)
the main shareholder of both Arctic Paper and Rottneros
with approximately 74.9 percent of the capital and votes
in Arctic Paper and 20.2 percent of the capital and

votes in Rottneros. Thomas Onstad is also a member of
Arctic Paper’s supervisory board. Following completion
of the Offer Thomas Onstad via companies will hold
approximately 56.3 percent of the Combined Group's
capital and votes if all shareholders in Rottneros accept
the Offer and none of the eligible shareholders choose
to accept the Cash Alternative. Thomas Onstad will
continue to be a supervisory board member of the
Combined Group. This means that Thomas Onstad after
the Offer will be able to exercise significant influence
over the Combined Group and the general meetings

of the Combined Group. Besides Thomas Onstad, via
companies, and as far Arctic Paper is aware, there is no
single owner that will have a significant influence over
the Combined Group.

Listing

The shares in Arctic Paper are listed on WSE (ticker:
ATC). In addition to the primary listing on WSE, the
shares in Arctic Paper are intended to be secondary
listed on NASDAQ OMX in connection with the settle-
ment of the Offer. NASDAQ OMX has approved Arctic
Paper for secondary listing on NASDAQ OMX provided
that the exchange’s requirement regarding sufficient
free float is met. Arctic Paper makes the assessment that
the free float requirement will be met in connection with
the settlement of the Offer.

Dividend policy

Arctic Paper has a dividend policy stating that the
dividend should be corresponding to between 25 and
50 percent of the group's consolidated net profit for

Pro forma ownership for the Combined Group

the relevant year, unless significant investments are
required. Through the acquisition of Rottneros the Com-
bined Group is expected to deliver more stable earnings
and when synergies are realized increase the dividend
capacity.

Other

For information about Authorization for the manage-
ment board to issue new shares and warrants issued by
Arctic Paper see section “Description of Arctic Paper” —
“Share capital and ownership structure etc.”.

Supervisory board, management board
and auditors

Supervisory board’

Arctic Paper’s supervisory board currently consists of
Rolf Olof Grundberg (as chairman), Rune Ingvarsson,
Thomas Onstad, Fredrik Plyhr, Mariusz Grendowicz and
Jan Ohlsson. Rune Ingvarsson, Fredrik Plyhr, Mariusz
Grendowicz and Jan Ohlsson are independent mem-
bers of the supervisory board. Arctic Paper intends to
promote that two additional independent members of
the supervisory board, with experience from Swedish
industry and capital market, are proposed in coopera-
tion with representatives of the Rottneros shareholders
that accept the Offer, and is elected as soon as possible
following the completion of the Offer. The proposal is
supported by Nemus Holding who has undertaken to
vote in favor of such proposal.

Thus, 6 of 8 proposed supervisory board members
will be independent members. The members’ independ-
ency is judged according to the Code for good practice
for companies listed on WSE (Po: Dobre Praktyki Spétek
Notowanych na GPW), see section "Polish securities
market regulations and corporate governance in brief” —
“Supervisory board”.

The proposed members are set out in the section
"Description of Arctic Paper” — “Supervisory board,
management board and auditors”.

Management board'
Michal Jarczynski will remain CEO of Arctic Paper. The

Percentage of

Shares in Shares in Sharesinthe  shares/votesin the
Shareholder Arctic Paper Rottneros Combined Group Combined Group
30,857,435 47,256,011 6.3%
"""" 2,671,500 2%
11,452911 2143984 )
,,,,,,,,,,,, PR T
DNBBankASA 6,451,273 1207678
,m Banking SA 5,601,100 1,048,525
sakring 4754414 890,02
Aliz Invest AB 4,500,000 842,400
JPMorgan Bank 3,802,532 711833 08%
BBVAIreland PLC. 2323139 434,891  05%
o rent Rottneros shareholde 76,377,848 14,297,938
Other current Arctic Paper shareholders 1,252,500 11,252,500
Totnumbertaserg s v e e o0k

' For an overview description of the meaning of supervisory board and management board see the section “Summary of certain Polish corpo-

rate governance and securities market regulations”.



THE COMBINED GROUP 33

management board of Arctic Paper will in addition to
Michal Jarczynski consist of Michal Bartkowiak as CFO,
Wolfgang Liibbert, Jacek Los and Per Skoglund.

The members of the management board are de-
scribed in the section “Description of Arctic Paper” —
"Supervisory board, management board and auditors”.

Auditors

Auditor for the Combined Group will remain Ernst &
Young and is described in section “Description of Arctic
Paper” — “Supervisory board, management board and
auditors”.

Unaudited financial overview, pro
forma, for the Combined Group
Purpose of preparation of Pro Forma Consolidated
Financial information

This Pro Forma Consolidated Financial Information

has been prepared in relation to making up a signifi-
cant financial commitment by Arctic Paper to acquire
Rottneros which will result in a significant change of as-
sets, liabilities and financial results of Arctic Paper.

This Pro Forma Consolidated Financial Information has
been prepared exclusively for illustrative purposes and
due to its nature it addresses a hypothetical situation,
thus does not represent the Company'’s actual financial
position or results.

The requirement to include pro forma consolidated
financial information results from a provisions of Article
4a of the Commission Regulation (EC) No. 809/2004 of
29 April 2004 implementing directive 2003/71/EC of
the European Parliament and of the Council as regards
information contained in prospectuses as well as the for-
mat, incorporation by reference and publication of such
prospectuses and dissemination of advertisements (EU
Official Journal L 149 of 30 April 2004), for entities that
have made a significant financial commitment.

This Pro Forma Consolidated Financial Informa-
tion consists of the unaudited pro forma consolidated
balance sheet as at 30 September 2012, the unaudited
consolidated pro forma income statement for the
year ended 31 December 2011 and for the period of 9
months ended 30 September 2012.

Description of the transaction

On 7 November 2012, Arctic Paper announced a recom-
mended public offer to acquire all shares in Rottneros
AB.

Nemus Holding, the largest shareholder of both
Rottneros and Arctic Paper, supports the combination of
Arctic Paper and Rottneros and has unconditionally and
irrevocably undertaken to accept the Offer.

Transaction structure and process:

a) The combination is to be carried out by means of a
public tender offer from Arctic Paper to all sharehold-
ers of Rottneros.

b) Rottneros’ shareholders will be offered 0.1872 shares
in Arctic Paper in exchange for each share held in
Rottneros. Arctic Paper will issue up to 28,561,464 of
new shares for all shares in Rottneros. Preceding divi-

dend or any cash alternative is not expected except
for shareholders who are holding up to 2,000 shares
for whom cash alternative will be possible.

c) In a completed transaction Nemus Holding will have
an ownership in the Combined Group of at least
56.3 percent.

Sources of Pro Forma Consolidated Financial Informa-

tion

Pro Forma Consolidated Financial Information of Arctic

Paper Group presented in the Offering Document has

been prepared on the basis of:

e Arctic Paper’s Historical Consolidated Financial

Information for the years ended 31 December 2009,

31 December 2010 and 31 December 2011 included

in the Offer Document prepared in accordance with

International Financial Reporting Standards ("“IFRS")

endorsed by the European Union that were subject of

an audit by certified auditor, who issued an unquali-

fied opinion dated 5 November 2012;

Arctic Paper’s unaudited Consolidated Interim Report

as at 30 September 2012 and for the period of nine

months’ than ended;

e Rottneros’ Annual Report for the year ended 31
December 2011 prepared in accordance with Inter-
national Financial Reporting Standards endorsed by
the European Union that was subject of an audit by
certified auditor, who issued an unqualified opinion
dated 9 March 2012;

® Rottneros’ unaudited Interim Report as at 30 Sep-
tember 2012 and for the period of nine months than
ended.

All of the aforementioned financial information has been
prepared in accordance with IFRS and IFRS as endorsed
by EU.

For the purpose of preparation of this Pro Forma
Consolidated Financial Information in Polish currency
(PLN) Arctic Paper applied the following exchange rates
for translation of the values reported by Rottneros in SEK
to PLN:

- an average rate for the year ended 31 December 2011

SEK/PLN - 0.4561
- anaverage rate for the period of nine months ended

30 September 2012 - SEK/PLN - 0.4820
- rate as at 30 September 2012 - SEK/PLN - 0.4880

Basis of preparation of Pro Forma Consolidated

Financial Information

General policies

Pro Forma Consolidated Financial Information has been

prepared only for illustration of hypothetical impact of

the acquisition of Rottneros on Arctic Paper’s consoli-

dated:

- income statement for the year ended 31 December
2011, as if the transaction took place on 1 Janu-
ary 2011 recognizing gain on a bargain purchase
estimated based on data as at 30 September 2012 for
the purpose of this Pro Forma Consolidated Financial
Information;

- income statement for the period of nine months
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ended 30 September 2012, as if the transaction took
place on 1 January 2012 recognizing gain on a bargain
purchase estimated based on data as at 30 Septem-
ber 2012 for the purpose of this Pro Forma Consoli-
dated Financial Information;

- balance sheet as at 30 September 2012, as if the trans-
action took place on that date.

Pro Forma Consolidated Financial Information has been

prepared through:

e adding each position in Historical Consolidated
Financial Information of Arctic Paper and the Annual
Report of Rottneros (financial information of Rottneros
has been adjusted accordingly to accounting policies
implemented by Arctic Paper);

e pro forma adjustments presented below.

Accepted estimates and assumptions

This Pro Forma Consolidated Financial Information has

been prepared on the basis of the following assump-

tions:

e for the purposes of preparation of the Pro Forma Con-
solidated Balance Sheet it was assumed that the value
of assets and liabilities of Rottneros’ presented in the
consolidated balance sheet in the Interim Report as
at 30 September 2012 equal their fair values as at that
date;

e it was assumed that the fair values of contingent li-
abilities of Rottneros and its subsidiaries equal zero as
at 30 September 2012;

e the fair value of the consideration paid being
28,561,464 of new shares of Arctic Paper issued - was
estimated on a basis of market value of one existing
Arctic Paper share on 6 November 2012 (the last trad-
ing day prior to announcement of the Offer) amount-
ing to PLN 5.92 for one share.

o the value of transaction costs directly attributable to
the acquisition (e.g. finance and tax advisory, legal
counsel etc.) is estimated as PLN 16 million. There is
no cost allocated to the issue of new shares.

¢ In 2010 Rottneros issued 12 million of subscription
warrants, as a part of incentive program for senior
executives. It was assumed that a compensation for
these warrants amounts zero and therefore these
costs are not included in the pro forma calculation.

e [t was assumed that all Rottneros’ shareholders agree
to accept the Offer and none of them use the Cash
Alternative, there is no non-controlling interest in
Rottneros recognized.

Adjustments introduced for the purpose of prepara-
tions of Pro Forma Consolidated Financial Information
For the purpose of preparation of this Pro Forma Con-
solidated Financial Information the following adjust-
ments were made:

Acquisition of control

For the purpose of preparation of the Pro Forma Con-
solidated Financial Information an acquisition method
specified in provisions of the International Financial
Reporting Standard 3 “Business Combinations” has

been applied.
In accordance with the principles set out in IFRS 3,
acquisition of control of the company is accounted for
using the acquisition method. This method is based on
the assumption that it is possible to determine the com-
pany that will acquire control over another entity.
An acquirer is the entity that as a result of the acquisi-
tion:
® possess a majority of the voting rights in the acquired
entity, or
e has the ability to govern the financial and operating
policies of the aquired entity under a statute or con-
tract, or

e has the ability to appoint or remove a majority of
members of the board of directors or equivalent gov-
erning body of the entity being aquired, or

® has a majority of votes at meetings of the board of di-
rectors or equivalent governing body of an acquiree.

Combination is done by aggregating the individual line
items within the assets and liabilities of the acquirer

at their book value and the corresponding line items
within the assets, liabilities and contingent liabilities of
the aquiree at their fair value as at the date of obtaining
control. Shareholders’ equity of the aquired company is
eliminated.

Determination of gain on bargain purchase

In accordance with IFRS 3, gain on a bargain purchase
arising from acquisition of control of a subsidiary where
control is acquired in a single transaction (one-step gain
control) is calculated according to the following formula:

Gain on bargain purchase = fair value of assets, liabilities
and contingent liabilities of the aquired company - (pur-
chase price + the value of non-controlling interest).

The purchase price for the purpose of this Pro Forma
Consolidated Financial Information has been estimated
at PLN 169 million for Rottneros.

Assuming that the acquisition of control takes place
on 30 September 2012, a gain on bargain purchase of
100 percent Rottneros was estimated at PLN 321 million.

Accounting for transaction costs

In connection with the acquisition of Rottneros shares
the transaction costs incurred are estimated to amount
PLN 16 million. These costs consist primarily of tax, legal
and transactions advisory costs. The costs are included
in the Pro Forma Consolidated Financial Information as
Administrative Expenses.

Adjustments to exclude intercompany transactions
For the purposes of the preparation of the Pro Forma
Consolidated Financial Information the effects of inter-
company transactions between Rottneros and Arctic
Paper has been eliminated as follows:

1) Elimination of income and expenses from the sale of
products arising from intra-group transactions for
pulp sales in the following amount:

- for the period of 9 months ended 30 September
2012 - PLN 32 million
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- forthe year ended 31 December 2011 - PLN 54 mil-
lion
2) Elimination of trade receivables, trade payables in
the amount of PLN é million arising from intra-group
transactions for pulp sales as at 30 September 2012,
3) Elimination of inventory unrealized margin in the
amount of PLN 1 million as at 30 September 2012, and
PLN 1 million as at 31 December 2011 realized in intra
group sales transaction.

Presentation of pulp sales

In the Historical audited Consolidated Financial Informa-
tion of Arctic Paper and in Arctic Paper’s unaudited
Consolidated Interim Report as at 30 September 2012
and for the period of nine months’ then ended (“Interim
Report”) revenue realized on sales of pulp is presented
in other operating income. For the purpose of the Pro
Forma Consolidated Financial Information an amount of
PLN 24 million for the period of 9 months ended 30 Sep-

tember 2012 and PLN 31 million for the year ended 31
December 2011 have been presented in a pulp sales line
as Revenue from continuing operations. Correspond-
ing adjustment has been done for cost of sold pulp (in
the amount of PLN 22 million for the period of 9 months
ended 30 September 2012 and PLN 28 million for the
year ended 31 December 2011), previously recognized
within other operating expenses.

The adjustment relates to the fact that following the
acquisition of control in Rottneros sales of pulp will be-
come significant part of operating activity of the Arctic
Paper while so far it was treated as non-significant other
operating activity.

All aforementioned pro forma adjustments were pre-
pared exclusively for illustrative purposes and the whole
Pro Forma Consolidated Financial Information, due to
its nature, relates to hypothetical situation, thus none of
presented adjustments affects directly future consoli-
dated financial statements of Arctic Paper.

Pro Forma Consolidated income statement for the period of 9 months that ended 30 September 2012

Elimina-
tion of Trans-  Rottneros Purchase Sales of Total Pro

Arctic intra-group action Capital  Price Al-  Pulp pre- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination  location sentation Margin  justments Forma
Continuing operations
Sales of pa'|‘:')‘er 1,986 o 1,985
Sales of se;;}ices 0 o O
Sales of pulp 0 534 =2 24 10 524
Revenues 1986 534 =2 24 -10 2,510
Cost of sales 1,670 459 2 22 10 -2118
Gross pro'ifjiiij: (loss) on salé::s 316 75 0 2 —1 1 392:
Selling and distribution e*‘éenses -231 S8 290
Administraut'i‘ve expenses -54 -26 e -16 —95
Other opeéting income 52 s YR -24 37
Other opeéting expense;‘ -41 o 2 22 -19
Operating profit / (loss) 42 0 0 16 0 17 24
Finance inééme 1 g e 9
Finance cous'fs -32 4 —36
Bargin pur&wase gains (ba'a‘will) 0 o 32’I ......... 321 321.
Profit / (Io%é) before tax 10 3 0 -16 321 (0] 304 317:
Income ta)gu 6 s ’I.
Net profit"('ioss) for the )'(;ar from .
continuingﬁpperations 16 -1 0 -6 321 o —1 304 31?
Discontinued operations 0 o 0
Profit (|oss$ﬁf‘or the periodu{rom .................. .
discontinued operations 0 0 0
Net profit (loss) for the year 16 4 0 16 0 304 319
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Pro Forma Consolidated balance sheet as at 30 September 2012

Elimina-
tion of Trans- Rottneros Purchase Sales of Total Pro
Arctic intra-group action Capital  Price Al-  Pulp pre- Inventory FormaAd- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination location sentation Margin justments Forma
ASSETS
Non- current assets
.I;n;perty, plant and equlpment H H 927 372 0 1,29§
.I.n‘\;estment properties H H X 0 0 1
...... ngible assets H H H 109 2 0 11d
er ﬁnanaal assets H H H 1 0 0 ’I.
Other non- f|nanC|a| assets H H H 2 0 0 2.
Bé‘ferred tax asset H H H 10 29 0 46
” ” ” 1,059 403 0 1,463
279 108 0o 388
318 101 6 6 413
11 0 0 1"
8 14 0 21
1 7 0 8
135 7 o 142
752 238 -6 -6 983
1,811 641 -6 -6 2,446
0 0 0
554 75 75 285 211 840
82 356 356 117 473 34
121 -40 40 0 121
36 4 4 4 36
Retained earmngs / Accumulated .
(unabsorbed) Iosses -117 103 -16 -103 321 202 187
H H H 0 0 0
677 490 -16 -490 490 -16 11 51:
15586 970 0 17
84928 54 0 85
43 9 0 52
145 0 0 s
0 0 0 0
33 0 33
...... 321 10 0o 330
...... rent ||ab|||t|es i
nterest- bearmg loans and borrowmgs H 343 24 0 366
” 5 1 0 6
52 1 0 63
353 49 -6 16 0 10 412
3 0 0 3
58 56 0 14
814 141 -6 16 0 10 964
1,134 151 -6 16 0 10 1,295.
AL EQUITY AND LIABILITIES 1,811 641 -6 0  -490 490 7 2,446
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Consolidated income statement for the Year ended 31 December 2011

Elimina-
tion of Rottneros Purchase Sales of Total Pro
Arctic intra-group Transaction Capital  Price Al-  Pulp pre- Inventory Forma Ad- Final Pro
(PLN million) Paper Rottneros transactions Costs elimination location sentation Margin  justments Forma
Continuing operations
2,527 0 2,527
0 0 0
0 690 -54 31 -1 -25 666
2,527 690 -54 31 -1 -25 3,193
2173 -609 54 28 26 2,756
354 81 0 3 -1 2 436
294 71 0 365
=72 -57 -16 -16 -144
73 17 =31 -31 59
-57 -29 28 28 -59
3 -59 0 -16 0 -1 -17 -73
43 7 0 49
-46 -2 0 -48
0 0 321 321 321
0 -55 0 -16 321 0 -1 304 249
12 -1 0 1
12 -66 0 -16 321 0 -1 304 250
0 0 0
0 0 0 0

t profit (loss) for the peuriod H H 12 -66 0 -16 321 0 -1 304 256
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Auditors report regarding the pro forma financial information

Ernst & Young Audit Sp. z 0.0.
Rondo ONZ 1
00-124 Warszawa

+48 22 557 70 00
+48 22 557 70 01
warszawa@pl.ey.com

Independent Assurance Report on Pro Forma Consolidated Financial Information

To the Supervisory Board of Arctic Paper S.A.

In accordance with EU Regulation No 809/2004, we report on the compilation of the unaudited pro forma
consolidated financial information (“Pro Forma Consolidated Financial Information”) of Arctic Paper S.A. (“the
Company”) consisting of the unaudited pro forma consolidated balance sheet of the Company as at 30 September
2012, the unaudited pro forma consolidated income statement of the Company for the period of nine months
ended 30 September 2012 and year ended 31 December 2011 and accompanying notes to the unaudited Pro
Forma Consolidated Financial Information, which is set out in section “Unaudited financial overview, pro forma,
for the Combined Group” in the Offer Document.

The Pro Forma Consolidated Financial Information has been compiled on the basis described in in section
“Unaudited financial overview, pro forma, for the Combined Group” — “Basis of preparation of Pro Forma
Consolidated Financial information” for illustrative purposes only, to provide information about how the
acquisition of Rottneros AB might have affected the unaudited consolidated balance sheet of the Company as at
30 September 2012 and the unaudited consolidated income statement of the Company for the period of nine
months ended 30 September 2012 and year ended 31 December 2011. Because of its nature, the Pro Forma
Consolidated Financial Information addresses a hypothetical situation and, therefore, does not represent the
Company’s actual financial position or results.

Management’s responsibility
It is management’s responsibility to compile the Pro Forma Consolidated Financial Information in accordance
with the requirements of EU Regulation No 809/2004.

Reporting responsibility

It is our responsibility to form an opinion, as required by Annex II item 7 of EU Regulation No 809/2004, as to
the proper compilation of the Pro Forma Consolidated Financial Information. The aforementioned opinion does
not require an audit of historical unadjusted financial information, the adjustments to conform the accounting
policies of Rottneros AB to the accounting policies of the Company, or the assumptions summarized in the
accompanying notes.

The historical financial information of Rottneros AB, which reflects total revenues of SEK 1,664 million
(converted to PLN 690 million) for the year ended 31 December 2011 used in the compilation of the Pro Forma
Financial Information, was audited by other auditors and accordingly we do not accept any responsibility for any
historical financial information reported on by other auditors.

The historical financial information of Rottneros AB, which reflects total assets of SEK 1,318 million (converted
to PLN 641 million) as of 30 September 2012 and total revenues of SEK 1,115 million (converted to PLN 534
million) for the period of nine months then ended, is unaudited and accordingly we do not accept any
responsibility for that information.

The historical financial information of Arctic Paper S.A. Group, which reflects total assets PLN 1,811 million as
of 30 September 2012 and total revenues of PLN 1,986 million for the period of nine months then ended, is
unaudited and accordingly we do not accept any responsibility for that information.

We are not responsible for updating any reports or opinions previously issued by us for any events that occurred
subsequent to the date of our report on the historical financial information used in the compilation of the Pro
Forma Consolidated Financial Information.

Work performed
We conducted our work in accordance with International Standard on Assurance Engagements 3000, “Assurance
Engagements Other than Audits or Reviews of Historical Financial Information.”

Ernst & Young in Poland is A Member Practice of Ernst & Young Global
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We planned and performed our work to obtain reasonable assurance that the Pro Forma Consolidated Financial
Information has been properly compiled on the basis stated and that such basis is consistent with the accounting
policies of the Company. Our work primarily consisted of comparing the unadjusted financial information with
the source documents as described in Note 3, considering the evidence supporting the adjustments and discussing
the Pro Forma Consolidated Financial Information with management of the Company.

Opinion
In our opinion, in all material respects:

a) The Pro Forma Consolidated Financial Information has been properly compiled on the basis stated in section
“Unaudited financial overview, pro forma, for the Combined Group” — “Basis of preparation of Pro
Forma Consolidated Financial information” in the Offer Document; and

b) That basis is consistent with the accounting policies of the Company.

This report is issued for the sole purpose of the public offering in Sweden and the admission of Arctic Paper
shares to NASDAQ OMX and other regulated markets in the European Union or European Economic Area, as
approved and notified by NASDAQ OMX. Therefore, this report is not appropriate in other jurisdictions and
should not be used or relied upon for any purpose other than the public offering described above. We accept no
duty or responsibility to and deny any liability to any party in respect of any use of, or reliance upon, this report
in connection with any type of transaction, including the sale of securities other than the offer to the public of the
Arctic Paper shares on the NASDAQ OMX and other regulated markets in the European Union or European
Economic Area, as approved and notified by NASDAQ OMX.

Ernst & Young Audit sp. z 0.0.

Warsaw, 7™ November 2012
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Description of

Arctic Paper

Business overview
Arctic Paper
Arctic Paper has its roots in the Swedish Trebruk group,
established in 1990 with Munkedals as one of the mills.
Over time, Arctic Paper has expanded geographically
to become the second-largest European producer of
bulky book paper and one of Europe’s leading produc-
ers of fine graphic paper. The group produces numerous
types of uncoated and coated wood-free paper, as well
as wood-containing uncoated paper for printing houses,
paper distributors, book and magazine publishing
houses and the advertising industry. Arctic Paper has
about 1,600 employees in four paper mills and fifteen
companies dealing in paper distribution and sales.
Arctic Paper’s paper mills are located in Sweden,
Poland and Germany with a total annual production ca-
pacity of more than 800,000 tonnes of paper. Arctic Pa-
per has three sales and distribution companies handling
Scandinavian sales, distribution and marketing, and 12
sales companies providing access to all other European
markets, including Central and Eastern Europe.

Scope of the Company’s business

The Company conducts its paper production, sales and
related activities through its subsidiaries. Arctic Paper’s
principal subsidiaries involved in paper production

are Kostrzyn, Munkedals, Grycksbo and Mochenwan-
gen. The Company distributes and markets its paper
products principally through its other subsidiaries. The
Company has one branch office established in Sweden.
The scope of Company'’s business is set out in Article

4 of its Articles of Association, see section “Articles of
Association”.

Business concept and vision

Arctic Paper’s business concept is to combine the deliv-
ery of fine paper with knowledge that inspires to better
business for its customers. Arctic Paper and its clients
actin a dynamic market that requires adaptability. For
that reason Arctic Paper puts strong focus on creating in-
novative products so customers can be one step ahead
of their competitors. In addition to producing fine paper,
Arctic Paper strives constantly to provide knowledge in
all aspects of the production process and thus provide a
complete solution. Arctic Paper’s vision is to be a lead-
ing and innovative specialist company, spearheading the
development in selected niches based on its knowledge
and expertise.

Objectives and strategies

Arctic Paper’s strategic priority over the next few years
is to maintain the leading position in the field of fine
paper intended for Western European markets and
take advantage of the expected growth on the paper
market in Central and Eastern Europe. Given their size,
the Western European markets will remain the strategic
target, although the paper market in Central and Eastern
Europe is likely to grow faster than in Western Europe.
The per capita use of paper in Central and Eastern
Europe is presently comparably low, and is expected
to rise long-term. Further, printing house production is
likely to move into these regions from Western Europe.
The key elements of Arctic Paper’s strategy are to ex-
ploit the competitive edge of having an ideally located
and efficient paper mill in Kostrzyn nad Odra (western
Poland) and a well-developed sales network in Central
and Eastern Europe.

Cost efficiency will remain a key success factor for the
business. Therefore, initiatives have been undertaken to:
® maximize energy efficiency,

e carefully manage personnel costs,

e take advantage of the group's strong bargaining posi-
tion to negotiate prices of raw materials,

* maximize the capacity of the production lines and the
efficiency of the logistics systems.

Organization
Arctic Paper is registered in Poznan, Poland, where its
head office is located. The production of fine paper
takes place in the four mills located in Sweden (Grycksbo
and Munkedal), Poland (Kostrzyn nad Odra), and
Germany (Mochenwangen). Arctic Paper has sales com-
panies in 15 countries: Germany, Austria, Latvia, Italy, Po-
land, Switzerland, France, Ireland, Spain, Ukraine, the UK
and a joint office for the Benelux region in Belgium. In
Sweden, Norway and Denmark the companies perform
both sales and distribution. The Company has a separate
organization for direct sales and distribution in the Scan-
dinavian countries (Sweden, Norway and Denmark), as
well as representatives in Finland and Portugal.

The operational and legal structure of Arctic Paper is
illustrated in the chart below.
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Operational structure

Arctic Paper

[ |

| |

Sales- and
Gryc!(sbo Kost!'zyn Mochenyvangen Munkgdals Jhsirisifen
Mill Mill Mill Mill companies
Legal structure with the Mochenwangen mill (established in 1868), the
Munkedals mill (1871) and the Kostrzyn mill (1958).
Legal entity Country Ownership  Today’s Arctic Paper originates from the Swedish Tre-
Arctic Paper S.A. Poland bruk group, established in 1990 with Munkedals as one
Poland 100%  of the mills. Trebruk expanded geographically through
Poland 100%  the establishment of sales offices all over Europe. In
Sweden 1993, Arctic Paper acquired the Kostrzyn mill from the
Sweden Polish State Treasury.
Sweden In January 2003, the group changed its name to Arctic
Sweden Paper.
Sweden At the end of 2008 the Company acquired the
Sweden Mochenwangen mill and took the decision of closing
Arctic Energy Sverige AB Sweden 100% down the mill |r'1 Hafrestrom. o
per Investment GmbH Germany 100% In .2009, A.I’CTIC Paper executed a successful IPO (initial
"""""""" public offering) at the WSE.
Germany 100% . . .
- T In 2010, the group acquired the Swedish mill Grycksbo.
Actric Paper Immobilienverwal- ~ Germany 94.90%
tung GmbH Co & KG . .
Actic Paper Mochenwangen GmbH Germany 9490% History on subsidiary level
Germany 100% Kostrzyn . . .
"""""""" Kostrzyn and its predecessor companies have carried
France 100% . S
~~~~~~~~~~~~~~~~ out manufacturing activity in Kostrzyn nad Odra, Poland,
Sweden 100% . .
s since 1938 when pulp production was commenced. In
Poland 100% " the late 1960s, the Kostrzyn paper mill introduced its first
Italy 100% paper machines. In the 1990s, Kostrzyn was transformed
UK from a state-owned enterprise into a sole-shareholder
Norway company of the Polish State Treasury and was finally
Denmark privatized in 1993 through the sale of a majority stake
Spain in its share capital to the Swedish paper group Tre-
Germany bruk. In 1990s, Kostrzyn discontinued pulp production
Baltic and significantly modernized its paper machines and
Belgium production technology. In September 2008, the entire
Switzerland share capital of Kostrzyn was sold by Trebruk and Nemus
Ireland Holding to Arctic Paper. Kostrzyn owns and operates
Poland 100%  two paper machines, with an aggregate production

The ownership percentages above correspond to the
percentage of the total votes in each company.

History

The Company's history and significant events in the
development of its business activity

Although Arctic Paper is a holding company incorporat-
ed in April 2008, and therefore has a limited operating
history, the group’s paper mills have been operating on
the market for decades.

History on group level
In 1740, the paper mill in Grycksbo was established. It is
now one of four mills in the Arctic Paper group, together

capacity of approximately 280,000 tonnes of paper per
year.

Munkedals

The history of the paper mill in Munkedal goes back to
the 19th century. At the beginning of the 20th century
the mill switched from manufacturing primarily pulp to
manufacturing fine paper. In the 1940s, Haakon Onstad
acquired the mill and formed the holding company that
later became Trebruk. In September 2008, the shares in
Munkedals were sold by Trebruk to Arctic Paper. Cur-
rently, the mill owns and operates two paper machines
with an aggregate production capacity of approximately
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160,000 tonnes of paper per year.

Mochenwangen

The mill in Mochenwangen, located in Baden-

Wiirttemberg, Germany was established in 1868.
After having been a family-owned enterprise, the

shares in Mochenwangen were sold to Holzstoff AG

in 1978. In 1990, Mochenwangen was acquired by the

Finnish paper producer Myllykoski, which then sold the

shares to Golzern Holding GmbH. On 30 November

2008, Arctic Paper acquired the entire share capital

in Mochenwangen from Golzern Holding GmbH. The

Mochenwangen mill owns and operates three paper

machines with an aggregate production capacity of ap-

Arctic Paper’s units
Kostrzyn Mill

proximately 115,000 tonnes of paper per year.

Grycksbo

The history of the mill goes back to 1740 when Johan
Munktell was granted a royal charter to build a paper
mill and started paper production the following year.
The first paper machine was installed in 1836. Grycksbo
AB was acquired by Stora Kopparberg in 1966 and by
Accent Equity in 2006. In March 2010, Arctic Paper
acquired Grycksbo Paper AB and Grycksbo became

a member of the Arctic Paper group. Currently the
Grycksbo mill has three paper machines and an annual
production capacity of 265,000 tonnes of paper.

The paper mill in Kostrzyn nad Odra in Western Poland has a production capacity of about 280,000 tonnes per year.
The production is focused on uncoated wood-free paper for general printing use, such as printing books, brochures
and forms papers, and for making envelopes and other paper products. The mill has approximately 460 employees.

Munkedals Mill

The paper mill in Munkedal, Sweden has a production capacity of about 160,000 tonnes per year. The production is
focused on uncoated wood-free paper, used primarily for printing books and high-quality brochures. As a result of
significant investments during the last 20 years, the facility is now one of the most environmentally friendly paper mills
in the world. The mill has approximately 310 employees.
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Mochenwangen Mill

The paper mill in Mochenwangen, Germany has a paper production capacity of about 115,000 tonnes per year and a
groundwood pulp production capacity of about 62,000 tonnes, which is used internally on the mill. The production is
focused on uncoated wood-containing paper, used primarily for printing books and flyers. The mill has approximately
195 employees.

Grycksbo Mill

The paper mill in Grycksbo, Sweden has a production capacity of about 265,000 tonnes per year and produces
coated wood-free paper used for printing maps, books, magazines, posters and print advertising materials. The mill
has approximately 420 employees.

Sales companies

In addition to its paper mills, Arctic Paper comprises 15
sales companies marketing and selling the Company'’s
products. In Scandinavia (Sweden, Norway, Denmark)
the three sales companies sell and distribute the Com-
pany’s paper products, as well as a few selected paper
products from other paper producers. The other 12 sales
companies are located in Germany, Austria, Latvia, Italy,
Poland, Switzerland, France, Ireland, Spain, Ukraine,
United Kingdom and Belgium and runs the sales ac-
tivities in the rest of Europe. The office in Austria also
handles the sales in central, east and south east Europe.
Besides the sales companies the Company has represen-
tation offices in Finland and Portugal.
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Market overview
The fine paper market year.

Arctic Paper’s paper products are sold in Europe, with an

increased focus on fast-growing markets in Central and Production capacity — woodfree finepaper
Eastern Europe. The main driver of demand is increased 3000

consumption of printed materials within advertising and
marketing as well as increased consumtion of newspa-
pers and books. Demand for uncoated office paper is 2000
partly affected by the trend for “paperless offices”, but

Paper’s sales to this market exceeds 150,000 tonnes per

M Coated
M Uncoated

2500

Arctic Paper is not present on this segment. Key suc- 1500
cess factors on the fine paper market are competitive, 1000
high-quality production capacity and excellent customer
service. Arctic Paper intends to become the leading 500
fine paper producer in Europe, in selected niches and

markets.
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The main product areas for Arctic Paper’s sales are
coated woodfree and uncoated woodfree papers, in fo-
lio sheets and reels. The estimated market size in Europe
for coated woodfree paper is 5,900,000 tonnes per year
and Arctic Paper's sales in coated woodfree paper is
258,000 tonnes per year. For uncoated woodfree paper
the European market size is estimated to be 3,100,000
tonnes per year and Arctic Paper’s sales of uncoated
woodfree paper is 423 000 tonnes per year.! Arctic Paper
estimates the European market for pure bulky publishing
papers (uncoated, monochrome printing) to be 500,000
tonnes per year within the uncoated segment. Arctic
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Source: RISI European Graphic Paper Capacity Report 2012

Segments of the graphic paper market

The Company conducts its business in selected seg-
ments of the graphic paper market. In line with market
practice in Europe, the graphic paper market can be
divided into three main categories:

e fine paper

® newsprint

® magazine paper

Graphic paper

Magazine paper
Used in large edition
printings of colour magazi-
nes, brochures, leaflets,
maps and posters.

Newsprint

Paper used mainly in
printing newspapers.

Fine paper
White uncoated paper with
more than 90% of chemical
cellulose fibres in a
fibrous mass.

Coated
wood-containing paper
Application as for
uncoated paper. Surface
covered by pigment
improving quality of
printed images.

Uncoated
wood-containing paper
Paper used mainly for
printing magazines,
products of the Group in
this segment are used
primarily for printing
paperback books.

Uncoated woodfree Coated woodfree

Paper used for printing or
other graphic works,
coated by compounds
with mineral pigments
improving quality of
printed images.

Woodfree paper used
mainly for printing.

Uncoated woodfree
graphical paper

Paper used mainly in
printing books, as well
as forms, manuals and

catalogues.

|
Uncoated woodfree
office paper

Paper used mainly
in copy machines,
printers etc.

"Source: European market according to EuroGraph September 2012.
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Customers

Fine paper

Arctic Paper considers its customer base to include both

direct and indirect customers. Direct customers directly

purchase the Arctic Paper's products. Indirect customers
do not themselves purchase Arctic Paper’s products, but
are nevertheless an important target of Arctic Paper’s
marketing efforts, as these indirect customers are gener-
ally responsible for recommending or requiring the use
of Arctic Paper’s products by direct customers. Arctic

Paper’s direct and indirect customers are discussed in

more detail below:

e printing houses - purchase the group's paper prod-
ucts directly;

e wholesale warehouses — customers who purchase the
group’s paper for resale to other users;

* publishers —direct and indirect customers, who pur-
chase the group’s paper directly for use in their pub-
lication activities, and also recommend or specify the
use of paper to printing houses appointed to publish
their books;

e advertising agencies — predominantly indirect cus-
tomers who do not purchase products directly, but
nevertheless are of significant importance in requiring
and recommending products to printing houses, es-
pecially high-quality paper products used for printing
annual reports, leaflets, brochures and packaging;

e end users —direct and indirect customers, using Arctic
Paper’s products. End users are also of significant
importance for recommending products for print-
ing materials such as annual reports, catalogues and
advertisements.

Suppliers

Arctic Paper uses the following goods and services in its
business:

* paper pulp,

e chemicals,

® energy,

* logistics providers.

Based on the Company'’s consolidated revenues for
2011, the share of the largest supplier was not more than
10 percent of total sales revenues.

Pulp

The basic raw material used by the Company to produce
paper is paper pulp. Except for the paper mill in
Mochenwangen, all the Company’s paper mills are so
called non-integrated producers, i.e. they purchase all
their pulp from external producers. The paper mill in
Mochenwangen is partly integrated and has an own pulp
production capacity of approximately 62,000 tonnes per
year, which accounts for about 62 percent of the paper
mill's total requirements. The Company purchases pulp
on the basis of renewable annual contracts executed
under framework agreements or in one-off transactions.

Chemicals

The basic chemicals used in paper manufacturing are
fillers (mainly calcium carbonate), coating pigments,
starch (corn, potato, tapioca), optical brighting agents
and other chemicals.

Energy

Arctic Paper uses heat and power in the production
process. The Kostrzyn paper mill's total demand for heat
and power is supplied from the mill’s combined heat and
power plant fuelled by natural gas. Gas is delivered under
an agreement with a Polish supplier (PGNiG) at prices ad-
justed annually to reflect changes in the industry indexes
published by the Main Statistics Office (GUS); however,
the index formula may be renegotiated if the changes ex-
ceed the level set out in the agreement. The gas is mined
from gas deposits near Kostrzyn nad Odra and transmit-
ted to the paper mill through local gas pipes. Electricity for
the paper mill in Munkedal is received via own hydropower
nearby the paper mill and via external suppliers. Heat is
produced with oil or electricity as fuel. The paper mill in
Mochenwangen satisfies the total demand for heat and
about a half the electricity demand by using black coal.
The remaining part of the demand for electricity is satis-
fied by purchasing from external suppliers. The energy
need in Grycksbo is covered by bio mass (wood pellets).
All thermal energy and circa 50 percent of the electricity
energy are covered by bio mass and remaining electricity
is outsourced externally. Arctic Paper also owns and oper-
ates three water power stations in western Sweden. Arctic
Paper considers that increased electricity production in
the Company is a strategically important success factor for
the future.

Logistics services

Arctic Paper uses mainly outsourcing services to dis-
tribute products from paper mills and warehouses to its
customers.

Products
Arctic Paper produces a wide range of uncoated wood-
free and uncoated wood-containing papers for paper
wholesalers, printing houses and end users in the book
publishing, magazine and advertising industries. The
range of products also includes woodfree coated papers.
Woodfree paper contains more than 90 percent cel-
lulose with no lignin (lignin is the reason for yellowing
over time), and is characterized by high resistance and
durability. Paper containing less than 90 percent chemi-
cal pulp is classified as wood-containing paper, charac-
terized by high opacity and a more natural texture. More
information concerning the Arctic Paper’s woodfree and
woodcontaining products is set forth below.

Uncoated woodfree paper
The group's uncoated woodfree paper products can be
divided into the following groups:
(i) uncoated woodfree paper is the primary choice for
general print, distributed under the Amber brands. This
paper has a grammage range of 60-400 g/m?, with high
dimension stability, high surface strength and is gener-
ally used in offset presses. The product has high white-
ness with high printability designed for traditional and
modern printing technologies. During 2011, the group
manufactured approximately 310,000 tonnes, mostly in
the Kostrzyn mill. The Amber range includes the follow-
ing products:
e Amber Graphic - a white, uncoated paper used for
books, manuals, advertising material, brochures and
catalogues in mono or multicolor prints.
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* Amber Volume - a high white bulky uncoated paper.
The surface is especially suited for many kinds of edu-
cational publishing applications.

* Amber Preprint — a high white, technically advanced
uncoated paper, developed for direct mail, forms and
advertising material. Its properties make it suitable for
use in high speed photocopiers and printers.

(i) premium uncoated woodfree paper is mainly divided
into bulky book papers, general print paper and design
paper. It is distributed under the Munken brands. All
Munken papers are certified by the Forest Stewardship
Council (FSC). In 2011, the Company manufactured ap-
proximately 110 000 tonnes of this paper, solely at the
Munkedals mill. The Munken range includes the follow-
ing products:

* bulky book paper — used mainly for printing text
books with a grammage of 70-300 g/m?. The bulky
book paper products include:

o Munken Premium White and Munken Premium
Cream — exclusive papers for books with high
durability. This type of paper is often used in first
editions.

o Munken Print White sand Munken Print Cream —
stiffer and suitable for most types of books.

* general print paper / design paper - a high-quality
paper used mainly by advertising and design agen-
cies for printing various advertising materials with a
grammage of 70—400 g/m?. This paper range includes
Munken Pure, Munken Lynx and Munken Polar which
are uncoated woodfree papers with a smooth surface
suitable for color brochures, catalogues and other
advertising materials.

Coated woodfree paper

Arctic Paper’s coated woodfree papers are produced

by Arctic Paper’s paper mill in Grycksbo. In 2011, the

Company manufactured approximately 245,000 tonnes

of these papers. They are divided into the following

brands:

e Arctic Matt paper has a grammage from 70 to 250
g/m2. This paper is suitable for books, magazines,
brochures, catalogues, covers, direct mail, folders and
maps.

e Arctic Silk paper has a grammage from 90 to 250
g/m?. This paper is suitable for book-covers, luxury
magazines, brochures, posters and cards.

e Arctic Volume paper has a grammage from 90 to 300
g/m2. This paper permits high quality image repro-
duction while maintaining a natural paper feel.

* G-print paper has a grammage from 70 to 250 g/m?.
This paper has a non-reflecting surface and with a bulk
and stability that add tactile qualities.

® G-print Smooth paper has a grammage from 90
to 250 g/m?. This is a paper for productions where
excellent printability in combination with high bulk is
needed.

Uncoated wood-containing paper

Arctic Paper’s uncoated wood-containing paper is

manufactured in Mochenwangen. In 2011 the Company

manufactured approximately 105,000 tonnes of this pa-
per. It can be divided into three product groups: (i) book
paper, (i) offset paper and (iii) technical paper:

* Book paper can be classified as yellow white paper
(Pamo Classic, Pamo-Super and Pamo-Art) and blue-
white paper (Pamo-Bulky, Pamo-Super White, Pamo-
Sky, and Pamo Star) with a grammage from 50 to 100
g/m? and is used mainly for paperback books.

¢ Offset paper, sold under the L-Print brand, is suitable
for advertising brochures, catalogues and telephone
books. This paper has a grammage from 45 to 80 g/m?
and contains approximately 50 percent recycled fib-
ers.

e Technical paper for wallpaper application, woodwork-
ing industry (AP Tech).

Product development

Arctic Paper focuses on finding new applications for
existing products and developing new products. In
both cases, the focus is focused on graphic packaging,
specialty packaging for medical applications and techni-
cal papers in the wood, wall paper and construction
industries. Within traditional graphic fine paper ongoing
development work for further customization for printing
techniques at high speeds, such as “book-on-demand”.

Sales structure
In 2011 the sales structure divided to main production

lines presented as follows:

Volume structure — by product

(tonnes, thousand) 201 share % 2010  share %
Amber 301 39% 297 40%
G_prmt ......... 169.. . 22% RO 159 21%
Munken ......... 109.. e T
pamo ......... 66.

Arctlc ......... 80.. . 10% RO 61 8%
L_Prmt ......... 25.. RO 3% RO 33 4%
AP ;i;ech ......... 12.. RO 2% RO 11 1%
Other ......... 2 e e

Total 765

Sales structure — by product

(PLN million) 2011 share % 2010 share %
Amber 947 37% 861 38%
G_prmt ......... 549.. . 22% . 475 21%
.ML.Jern ......... 447.. . 18% . 448 20%
pamo ......... 288.. . 11% . 220 10%
Arctic W% %
APTech

Other ......... 11“ . O% 7 O%

Total 2,527

100% 2,288
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Geographical information - Revenues from external

customers . L .
Summary of financial information

2011 - The information below is a summary of Arctic Paper’s
(PLN millions) 2011 share, % 2010 2009 financial results and position for the full years 2009-2011,
Germany 574 23% 496 460 and for the first nine months of 2011 and 2012. Arctic
France 260 10% 233 213 Paper’s consolidated financial statements are prepared
UK 229 9% 214 116 in accordance with IFRS as endorsed by the European
Scandinavia 387 15% 332 245  Union. The information below should be read in conjunc-
Other westemul'z‘urope 316 13% 312 313 tion with the section “Arctic Paper financial information
Poland 259 10% 233 225 for2009-2011" and “Sections of Arctic Paper’s interim
Other central and " report January — September 2012".
eastern Europe 478 19% 443 223 Arctic Paper has not included in this Offer Document,
Other 24 1% 25 15 made available to the public or otherwise presented any
Total 2,527 100% 2,288 1,809 forecasts of its financial results.

Summary consolidated income statement

January-September January-December
(unaudited) (audited)
(PLN million) 2012 2011 20m 2010 2009
Sales of paper 1,986 1,854 2,527 2,287 1,806

Sales of services

Revenues

Cost of sales

Gross profit (loss) on sales

Selling and distribution expenses -231 -214 -294 -273 -238

Administrative expenses

Other operating income

Other operating expenses -41 —-44 -57 -60 —38

Operating profit / (loss)

Finance income

Finance costs
Profit / (loss) before tax 10 -13 0 7 153

Income tax 6

Net profit (loss) for the period from
continuing operations

Discontinued operations

Net profit (loss) for the period 16 -16 12 29 132

Consolidated statement of comprehens|

Net profit / (loss) for the period

Exchange difference on translation of
foreign operations

Deffered tax on derivatives

Valutation of derivatives

Reversal of defered tax assets

Other comprehensive income -4 -2 -4 20 -6

Total comprehensive income " -18 8 49 126
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Summary consolidated balance sheet

(unaudited) (audited)
30 September 31 December
(PLN million) 2012 201 2011 2010 2009
ASSETS
Non-current assets e
Property, plant and equipment 927 988 992 1001 553

Investment properties

Intangible assets

Other financial assets

Other non-financial assets 2 1 2 1 1
Deferred tax asset 10 2 6 4 1
Total fixed assets 1059 1121 1132 1148 610

Current assets

Inventories 279 308 315 291 168

Trade and other receivables 318 319 294 269 232

Income tax receivables

Other non-financial assets

Other financial assets

Cash and cash equivalents 135 116 166 179 140

Total current assets 752 767 792 762 570
TOTAL ASSETS

EQUITY & LIABILITIES

Share capital

Share premium

Other reserves

Foreign currency translation 36 31 37 22 10

Non-controlling interest

Total equity

Non-current liabilities

Interest-bearing loans and borrowings 16 230 317 193 204
Provisions

Other financial liabilities 43 M 44 44 1
e o e S S i
e L B S
e .............. o g — T Go o

Current liabilities

Interest-bearing loans and borrowings

Provisions

Other financial liabilities

Trade and other payables

Income tax payable

Accruals and deferred income 58 83 70 59 38

ot o biae 814 .................. 6 91 .............................................. 612 .................. 743 ................. 240
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES 1,811 1,888 1,925 1,91 1,180
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Summary consolidated cash flow statement

January-September January-December
(unaudited) (audited)
(PLN million) 2012 2011 2011 2010 2009

Cash flow from operating activities

Increase / decrease in receivables and
other non- -financial assets -27 -36 -8 22 38

Increase / decrease in payables except for
loans and borrowmgs -43 -20 10 99 -85

Derecognition of emission rigths to
CO; identified in a business combination 7 9 15 7 9

Proceeds from sale of property, plant and
equipment and intangibles 0 -1 0 36 19

Purchase of property, plant and equipment and
|ntang|b|e assets -36 -49 -57 -99 -132
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Key ratios for the group

January-September

(PLN million)

2012

January-December
(audited)

2010

(unaudited)

Operating margin, %

Profit margin, %

Return on capital employed, %

Return on equity after full tax, %

Equity/assets ratio, %

Debt/equity ratio

Interest coverage ratio
Equity/share, PLN
Operating cash flow/share, PLN

Capital expenditure

Average no. of employees

Definitions

Operating income before amortization

Operating income before amortization of acquisition
related intangible assets, acquisition related costs and
items affecting comparability, but including amortization
and depreciation of other intangible assets, buildings
and land and machinery and equipment.

Operating margin
Operating income as percentage of total sales.

Operating income after amortization

Operating income after amortization of acquisition
related intangible assets, acquisition related costs, items
affecting comparability and including amortization and
depreciation of other intangible assets, buildings and
land and machinery and equipment.

Cash flow from operating activities

Operating income before amortization adjusted for
depreciation/amortization less capital expenditures in
non-current tangible and intangible assets (excluding
acquisitions of subsidiaries), change in accounts receiv-
able and changes in other operating capital employed.

Free cash flow
Cash flow from operating activities adjusted for financial
income and expenses paid and current taxes paid.

Capital employed
Balance sheet total less non-interest-bearing operating
liabilities including deferred tax liabilities.

Return on capital employed

Operating income before amortization plus items affect-
ing comparability as a percentage of the closing balance
of capital employed excluding shares in associated
companies relating to financial investments.

Return on equity

Net income for the year adjusted for interest on convert-
ible debenture loans after taxes as a percentage of
average adjusted shareholders’ equity weighted for new
issues.

Net debt equity ratio
Net debt in relation to shareholders’ equity.

Equity ratio
Shareholders’ equity as a percentage of total assets.
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Commentary on the financial
development

Comparison between January - September 2012 and
January - September 2011

Sales

The sales level during the first three quarters of 2012 was
higher than in the same period of 2011 by 7.1 percent
(2012: PLN 1,986 million, 2011: PLN 1,854 million). The
growth was mainly a result of increased volume.

Earnings

The group managed to reach 48 percent higher EBITDA
in the first three quarters of 2012 than in 2011, whereas
the net profit leveled at PLN 16 million in comparison to
PLN 16 million loss in 2011. The above resulted in better
return on equity ratio in 2012 (+2,4 percent) —in 2011 it
was -2.5 percent.

Cash flow

Net cash flows January —September 2012 were lower
than in the same period of 2011, especially in the financ-
ing and investing activity. In 2011 the investments in
property, plant and equipment were realized, and in the
same time the flows within repayment and proceeds
from loans and borrowings were higher than in 2012.

Financial position and interest bearing debt

In the three first quarters of 2012 the level of indebted-
ness of the Company was lower by 22.7 percentage
points (debt-to—equity ratio) than in 2011 mainly due to
repayments of the Pekao credit facility.

Comparison between 2011 and 2010
Sales
In 2011 consolidated sales revenue amounted to PLN
2,527 million compared to PLN 2,287 million in the
previous year. LFL consolidated sales revenue (after
exclusion of acquisition of Grycksbo factory in Sweden)
were higher by 5.3 percent compared to sales realized
in 2010.

The sales volume in 2011 amounted to 765.4 thousand
tonnes and was higher by 20.7 thousand tonnes than in
the previous year.

Earnings

EBITDA in 2011 amounted to PLN 141.7 million while in
2010 it amounted to PLN 146.3 million. In the reporting
period of 2011 EBITDA margin amounted to 5.6 percent
compared to 6.4 percent in 2010.

Profit on operating activities in 2011 amounted to PLN
3.1 million compared to PLN 17.7 million in the previous
year. Operating profit margin in 2011 amounted to 0.1
percent, while in 2010 it amounted to 0.8 percent.

Net profitin 2011 amounted to PLN 12.1 million
compared to PLN 28.8 million in 2010. Net profit margin
amounted to 0.48 percent compared to 1.3 percent in
2010.

In 2011 return on equity amounted to 1.8 percent,
while in 2010 it reached a level of 4.3 percent. In the
same period return on assets fell from 1.5 percent in
2010 to 0.6 percentin 2011.

Cash flow
In 2011 net cash flow from operating activities amounted
to PLN 162.2 million compared to PLN 120.4 million in
2010. Higher cash flow from operating activities in 2011
resulted primarily from utilization of the CO2 emission
rights recognized while acquiring Arctic Paper Grycksbo
and Arctic Paper Mochenwangen and greater gross
profit in 2011, compared to the result achieved in 2010
having excluded gain on bargain purchase related to
acquisition of Arctic Paper Grycksbo.

In 2011 cash flow from investment activities amounted
to PLN -56.4 million compared to PLN -230.6 million
in 2010. The change was mainly due to the acquisi-
tion of Arctic Paper Grycksbo in 2010. Cash flows from
investment activities in the whole 2011 comprise mainly
expenses for purchasing of property, plant and equip-
ment and intangibles.

In 2011 cash flow from financial activities amounted
to PLN -121.6 million compared to PLN 130.0 million in
2010. In twelve months of 2011 cash flow from financial
activities related mostly to the refinancing of Arctic
Paper Munkedals’ debt by Svenska Handelsbanken AB
bank as well as issue and repayment of bonds performed
in February 2011.

Financial position and interest bearing debt
As at the end of December 2011 debt to equity ratio was
1.8 and compared to 1.9 at the end of December 2010.
Equity to non-current assets ratio at the end of 2011
stood at 59.7 percent and was 1.5 percentage points
higher than at the end of December 2010.
The interest-bearing debt to equity ratio at the end
of 2011 stood at 56.9 percent and was 15.7 percentage
points lower than at the end of December 2010.

Comparison between 2010 and 2009

Sales

In 2010 consolidated sales revenue amounted to PLN
2,287 million compared to PLN 1,809 million in the same
period of the previous year. Like for like consolidated
sales revenues (after exclusion of acquisition of Grycksbo
factory in Sweden) stood at PLN 1,738 million, which
means a decrease by PLN 70.7 million (-3.9 percent)
compared to sales realized in 2009. The sales volume in
2010 amounted to 745 thousand tonnes compared to
573 thousand tonnes in the same period of the previous
year. This change represents an increase by 172 thou-
sand tonnes and accordingly by 30.0 percent.

Earnings

Profit on operating activities in 2010 amounted to

PLN 17.7 million compared to PLN 179.3 million in the
previous year. Operating profit in percent in the 2010
amounted to 0.77 percent, while in 2009 it was equal to
9.9 percent.

EBITDA in 2010 amounted to PLN 146.3 million and
in 2009 amounted to PLN 246.6 million. In the reporting
period EBITDA amounted to 6.4 percent compared to
13.6 percent in 2009.

Net profitin 2010 amounted to PLN 28.8 million com-
pared to PLN 132.4 million in 2009. The net profit in 2010
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caused decrease of net profit margin to the level of 1.3
percent compared to 7.3 percent in 2009.

In 2010 the return on equity amounted to 4.3 percent,
while in 2009 it reached a level of 21.4 percent. In the
same time return on assets fell from 11.2 percent in 2009
to 1.5 percent in 2010.

Cash flow

In 2010 net cash flow from operating activities amounted
to PLN 120.4 million compared to PLN 251.0 million in
the same period of 2009. Lower cash flow from oper-
ating activities in 2010 resulted primarily from lower
earnings. Within the working capital, the most signifi-
cant changes were substantial growth of liabilities with
simultaneous growth of inventories and receivables. The
cash flow from operating activities was to a high extent
influenced by consolidation of Arctic Paper Grycksbo
starting from 1 of March 2010.

During 12 months of 2010 cash flow from investment
activities amounted to PLN -230.5 million and compared
to PLN -132.5 million in the same period of the previous
year. Investment cash flow in 2010 related primarily to
the acquisition of Arctic Paper Grycksbo, with a relatively
low level of investment expenditures in other paper
mills.

During the 12 months of 2010 cash flow from financial
activities amounted to PLN 130.0 million compared to
PLN -42.2 million in the same period of 2009. In 2010
cash flow from financial activities related mostly to the
acquisition of Arctic Paper Grycksbo and its financing
acquired by the way of bond issue and share issue, which
are described in the further paragraphs of this report.

Financial position and interest bearing debt

As at the end of December 2010 debt to equity ratio
was 1.9 and was 95 percent higher than at the end of De-
cember 2009. The interest-bearing debt to equity ratio
at the end of the current quarter stood at 72.6 percent
and was 36.8 percentage points higher than at the end
of December 2009. Equity to non-current assets ratio

at the end of the current quarter stood at 58.2 percent
and was 43.1 percentage points lower than at the end of
December 2009.

Capitalization and other financial
information

The tables below present financial data on the equity
and indebtedness of Arctic Paper as at the dates indi-
cated.

Equity and liabilities
Arctic Paper’s capitalization as of 30 September 2012 is
shown below.

Arctic Paper’s shareholders’ equity and liabilities as
of 30 September 2012

(PLN million)

Total current interest-bearing debt 389

Net debt

Arctic Paper’s net debt as per 30 September 2012 is
shown below.

Net financial indebtedness as of 30 September 2012

(PLN million)

A. Cash and cash equivalents

106
248
389
2

No material changes in indebtedness and shareholder’s
equity have occurred in the Company between 30 Sep-
tember 2012 and the date of the Offer Document.
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Credit facilities and loans

Actic Paper has available credits of PLN 359 million
according to a new facility agreement with Bank Polska
Kasa Opieki S.A., Bank Zachodni WBK S.A. and BRE
Bank S.A. This new agreement was entered into on 6 No-
vember 2012 and consists of two parts:

Facility A. Five year loan of PLN 300 million, and

Facility B. Revolving loan of 59 million.

The above credit facility is used to refinance existing
debts in Arctic Paper, to redeem outstanding bonds
(PLN 200 million is allocated for this, see below) as well
as for working capital needs. The loans may be used

in PLN and EUR. | addition to this, the Company has
unutilized leasing and factoring facilities with Svenska
Handelsbanken of PLN 87 million as of 30 September
2012.

According to the new facility agreement Arctic Paper
is providing certain collateral as well as entering into
customary undertakings towards the banks, such as that
larger acquisitions and investments will require banks
consent as well as that certain financial key ratios will
have to be fulfilled. The latter so called covenants are
in the form of boundary values that may not be passed.
Currently, the Company is far from reaching any of these.
Furthermore, the interest cost is based on WIBOR or EU-
RIBOR plus a margin which is correlated to the leverage.

As of 30 September 2012 Arctic Paper had two
outstanding bond programs (1/2010 and 1/2011 series
coupon bonds of PLN 120 million and PLN 80 million,
respectively). The programs have to be repaid on 25
February 2013 and the Company has, according to
above, reserved credits for this. The bonds may also be
repaid earlier due to the acquisitions of Rottneros. In any
case, such repayment will lower the Company'’s interest
cost.

The following table specifies the Company’s credit
facilities and loans as of 30 September 2012.

Credit facilities as of 30 September 2012

(PLN million) Gross debt

202

44

Statement regarding working capital

Itis the Company’s management board’s view that as
of the date of the Offer Document, the Company has
an appropriate and sufficient level of working capital to
cover its current operating liabilities and needs during
the 12 consecutive months following the date of the Of-
fer Document.

Capital resources

As of the date of the Offer Document, the Company has
the appropriate capital resources to allow it to finance
its current operating activity. However, it cannot be

excluded that the Company may need to use additional
debt financing in connection with its planned develop-
ment, both in Poland and other countries.

Credit requirements

Itis the management board’s view that the equity held
by the Company as of the date of the Offer Document
is sufficient for the purposes and scale of its business
operations, and the Company and the members of the
group are capable of discharging their liabilities on the
dates provided for in the relevant agreements.

Research and development

Research and quality assurance expenditures are
booked as operational costs. Expenditure for develop-
ment represents not more than 1 percent of annual
revenues.

Ongoing and future investments
Arctic Paper makes the necessary investments in its
operations on an ongoing basis. Arctic Paper’s ongoing
investments mainly comprise replacement investments
in existing production facilities as well as investments in
increased efficiency, lowering energy and water usage to
reduce costs and lowering impact for environment. One
of the important areas is investment for new products for
non-graphic applications like paper and lineboard pack-
aging application and technical paper. Energy genera-
tion is another important area. The modern combined
heat and power plant runs at Kostrzyn mill, biofuel boiler
runs at Grycksbo. Munkedals mill runs modernization of
hydro water turbine to double current energy produc-
tion Investments are financed by existing cash flow as
well as through the Company’s long- and short-term
borrowing program.

For more information about ongoing and future
investments see section “Arctic Paper financial informa-
tion for 2009-2011."

Principal investments

During 2010 Grycksbo Paper Holding AB was acquired.
During 2012 until the date of this Offer Document no
investments of significant size have been made.

Property, plant and equipment

The net carrying amount of the Company'’s property,
plant and equipment amounted to PLN 927 million at 30
September 2012 and mainly comprised land, buildings,
machinery and equipment.

The carrying amount of property, plant and equip-
ment held under finance lease agreements or hire pur-
chase contracts on 31 December 2011 totaled PLN 3.3
million (on 31 December 2010: PLN 5.4 million).

Leased assets and assets under hire purchase con-
tracts are pledged as security for the related finance
lease and hire purchase liabilities.

The use of the Company’s properties, plants and
equipment are subject to restrictions as follows from
laws and regulations in each relevant jurisdiction, typi-
cally there are a number of environmental regulations
concerning how the Company shall use its mills.
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For more information about property, plant and
equipment see section “Arctic Paper financial informa-
tion for 2009-2011".

Related parties transactions

During 2012 until the date of this Offer Document Arctic
Paper has not performed any significant transactions
with related parties on non-market terms. The table be-
low presents the total values of transactions with related
parties entered into during the period 1 January 2012
until 31 October 2012.

Significant trends in 2012

This year is similar to the previous. Demand for fine
paper is stable. High pulp prices and unfavorable
currency exchange rates have influenced for financial
performance for European paper producers, especially
in Sweden. The graphic paper market is mature and
quite stable. Weaker economy has had the effect that
the long term slow decline in Western Europe has con-
tinued whereas Central and East Europe has continued
its relatively strong growth. There are signals that some
of Arctic Paper’s competitors in the fine paper market
are moving their strategic focus away from this market.
If so, this will reduce the competitiveness and improve
balance between supply and demand on this sector.

Significant changes since the interim report for the
period January - September 2012 was published
Apart from the new credit agreement entered into on

6 November 2012 and described above no significant
changes have occurred regarding Arctic Paper’s financial

Transactions with related parties entered

or market position since the interim report for the third
quarter of 2012 was published on 5 November 2012.

Share capital and ownership

structure etc.

Arctic Paper’s share is listed on the WSE (ticker: ATC).
According to Polish regulation the structure of share-
holding and information about shareholders of Arctic
Paper is not disclosed to Arctic Paper. Arctic Paper

can only provide information about shareholders who
are obliged to notify Arctic Paper upon exceeding 5
percent of the total number of shares in Arctic Paper. As
of 6 November 2012, the day before the announcement
of the Offer, Nemus Holding' has notified Arctic Paper
aboutits holding of 41,479,500 shares in Arctic Paper
corresponding to 74.9 percent of the total number of
shares in Arctic Paper and Accent Equity has notified
Arctic Paper about its holding of 2,671,500 shares in
Avrctic Paper corresponding to 4.8 percent of the total
number of shares in Arctic Paper. The number of out-
standing shares in Arctic Paper is 55,403,500.

Shareholders % of votes

74.9%
%

No. of shares

Nemus Holding'

(]

Major shareholders
As at the date of the Offer Document, Thomas Onstad
via companies as major shareholder has a decisive influ-

Data for the period from 1 January 2012 to 31 October 2012 and as at 31 October 2012 (PLN thousands)

Interest — Interest — Receivables

Salesto Purchases from financial financial from related Payables to
Related party related parties related parties income costs parties Loans granted  related parties
Trebruk
Hafestrom Foretagspark
AB (previously Arctic Paper
Hafrestrom AB) 963 4,623
Rottneros 43,192 9,151
Nemus Holding
Total - 44,155 - - 4,623 - 9,151

" Nemus Holding’s shareholding in Arctic Paper is owned via Trebruk, an intermediate holding company 100 percent owned by Nemus Holding
and ultimately controlled by Thomas Onstad.
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Share capital development

Date of registration with

the register of entrepre- Change in Changein Changein Changein Changein Nominal
neurs of the National number of number of numberof numberof number of value
Court Register (Krajowy shares A sharesB  shares C shares E shares F Total number Change in share Total share  value
Rejestr Sgdowy) Transaction series series series series series of shares  capital (PLN) capital (PLN)  (PLN)
Incorporation of the Company,
28 May 2008 issuance of series A shares 500,000 500,000 500,000 500,000 1.00
30 September 2008 Issuance of series B shares 442,534,679 443,034,679 442,534,679 443,034,679 1.00
31 December 2008 Year end 443,034,679 443,034,679
Increase of the share capital, is-
suance of series B shares, increase
1 June 2009 of the nominal value of the shares —450,000 -398,281,179 44,303,500 321 443,035,000 10.00
Entrering into the registry by
the registry court the new total
9 June 2009 number of shares 44,303,500 443,035,000
Registration of authorized share
28 August 2009 capital (PLN 120,000,000)
Registration of conditional
increase of the share capital
28 August 2009 (PLN 12,000,000)
Increase of the share capital,
12 November 2009 issuance of series C shares 8,100,000 52,403,500 81,000,000 524,035,000 10.00
31 December 2009 Year end 52,403,500 524,035,000
Increase of the share capital,
9 March 2010 issuance of series E shares 3,000,000 55,403,500 30,000,000 554,035,000 10.00

capital (PLN 15,000,000)

Year end

Registration of increase of the
conditional increase of the share

Year end

Decrease of the share capital
by decreasing the nominal
value of shares

Increase of the share capital,
issuance of series F shares in
connection with the Offer.!

ence on the direction of Arctic Paper’s business activity.
Thomas Onstad exercises control over Arctic Paper by
holding the majority of votes at the general meeting and
thereby being able to appoint the majority of superviso-
ry board members, which exercises constant supervision
over the Company'’s activities and appoints or dismisses
management board members (while supervisory board
resolutions are adopted by a simple majority of votes).

Because of Nemus Holdings (indirect) ownership in
Arctic Paper, Nemus Holding is considered as parent
company to Arctic Paper. Further, Nemus Holding is
part of Casandrax Financials S.A which is considered as
group parent.

Authorization for the management board to issue
new shares

The authorization for the management board, as set out
in the current articles of association, to carry out one or
several new issues of shares has expired as the 3 years
time period has already passed. It is proposed that the
general meeting of the Company to be held on 3 Decem-
ber 2012 will adopt a resolution amending the articles

55,403,500

28,561,464 83964964 28,561,464 83964964  1.00

of association thereby deleting such authorization from
the articles of association. Subject to adoption of such
resolution, the corresponding change in the register of
entrepreneurs of the National Court Register (KRS) could
be made.

Warrant incentive program

The Company has a warrant incentive program for
certain key employees and directors in the Company,
including also management board members and super-
visory board members. The program comprises entitle-
ment to not more than 1,500,000 warrants, and it has
currently been resolved that the relevant employees and
directors have entitlement to receive 650,000 warrants
(of which 150,000 warrants have not yet been allocated)
which will be issued upon subscription. The warrants

are issued free of charge to the entitled employees and
directors. Each warrant entitles to subscribe for one new
share in the Company. Accordingly, the warrant program
may result in not more than 1,500,000 new shares being
issued, corresponding to approximately 2.6 percent of
the total number of shares in the Company after such
warrants have been exercised. The warrants must be
exercised not later than 31 December 2013. The exer-
cise price, as defined in the agreements with entitled

" Assuming the Offer is fully accepted and that none of the entitled shareholders of Rottneros choose to accept the Cash Alternative.
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employees and directors, of each warrant is PLN 10.00 in
cash. The exercise price may however become subject to
changes as resolved by the supervisory board.

In order to facilitate the issuance of new shares under
the warrant incentive program, the Company has been
authorized and obliged, as set out in the articles of as-
sociation, to issue new shares in the Company against
exercised warrants and payment. Since the relevant
provisions of the articles of association may be deemed
partly obsolete, it has been proposed that the extraor-
dinary general meeting of the Company to be held on
3 December 2012 shall resolve to amend the articles
of association in this regard, please see section "Arctic
Paper’s articles of association”.

Share price development

The graph below illustrates the Arctic Paper share price
development between January 2010 and until one trad-
ing day prior to the announcement of the Offer.

PLN Volume
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200

5
100

2010 2011 2012

— Warsaw General Index (rebased) Volume, thousand of shares

= ATC

Shareholder agreements

The management board is not aware of any shareholder
agreements or other agreements between the share-
holders of Arctic Paper with the objective of creating a
joint influence over Arctic Paper, nor is the management
board aware of any agreement or similar that may lead to
a change in the control of Arctic Paper.

Listing of Arctic Paper’s share on NASDAQ OMX

The shares in Arctic Paper are listed on WSE (ticker:
ATC). In addition to the primary listing on WSE, the
shares in Arctic Paper are intended to be secondary
listed on NASDAQ OMX in connection with the settle-
ment of the Offer. NASDAQ OMX has approved Arctic
Paper for secondary listing on NASDAQ OMX provided
that the exchange's requirement regarding sufficient
free float is met. Arctic Paper makes the assessment that
the free float requirement will be met in connection with
the settlement of the Offer.

Central clearing
The shares in Arctic Paper are deposited with KDPW.
Those shares that are delivered as considferation in the

Offer and will be traded on NASDAQ OMX will be deliv-
ered from KDPW and through Euroclear’s system.

Dividend policy

The Company’s Management Board intends to rec-
ommend annually to the general meeting a dividend
declaration of 25 to 50 percent of the group’s consoli-
dated net profit for the relevant year, unless significant
investments are required.

Please refer to section “Summary of certain Polish
corporate governance and securities market regula-
tions” — “Dividends and other distribution of profit” for
further information.

Dividend history

On 28th June 2012 the general meeting adopted a
resolution regarding payment of dividend in the total
amount of PLN 9,972,630 (SEK 21 million) or PLN 0.18 per
share. The number of shares covered by dividend was
55,403,500. The general meeting set the record date for
dividend to 31 July 2012 and the dividend payment date
to 21 August 2012.

2011 2010

Dividend PLN
per share

Securities carrying special control rights

The Company does not have any securities which carry
special control rights, and the Company’s shares are
non-preferred.

Shares

All shares have the same rights and the same ISIN-code,
which is PLARTPRO0012. All shares are fully paid and are
denominated in zloty (PLN). The Company has issued
shares of several series, however, this does not entail any
difference in rights between the shares. At the date of
this Offer Document the Company has issued a total of
55,403,500 shares each with a par value of PLN 1 (these
shares are formally divided on 50,000 A series shares,
44,253,500 B series shares, 8,100,000 C series shares
and 3,000,000 E series shares).

The shares are not subject to any mandatory takeover
bid, squeeze out or sell out process. No public takeover
bid relating to the Company'’s shares has occurred since
the Company was established.

Description of the rights, including their restrictions,
attached to securities and procedures for exercising
these rights

As at the date of this Offer Document, all of the Com-
pany'’s shares are ordinary bearer shares and are issued
in accordance with Polish law. Each share holds the
same right as regards votes at general meetings. Each
share has the same right to dividends and to any surplus
remaining after liquidation of the Company. The shares
are freely transferable and may be encumbered. The
shareholders’ rights may only be changed pursuant to
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Polish law, mainly the CCC.

Pursuant to the articles of association, the Company'’s
shares may be voluntary redeemed. A voluntary re-
demption of shares requires (i) a resolution adopted by
the general meeting allowing the Company to purchase
the shares, passed by 2/3 majority of votes, by the
general meeting to redeem the shares, (i) acquisition of
such shares by the Company and (iii) a second resolu-
tion, passed by 3/4 majority of votes, by the general
meeting to redeem the shares, however if at least half of
the share capital is represented at the general meet-
ing, a simple majority of votes is sufficient for adoption
of such resolution. Arctic Paper’s shares are redeemed
through decrease of the share capital.

Subject to requirements related to participation and
voting at the Company’s general meeting, the Com-
pany’s shares give their holders the right to participate in
and the right to vote on resolutions taken at the general
meeting. Each share carries one vote at the general
meeting.

Supervisory board, management board
and auditors

Supervisory board

Arctic Paper's supervisory board is composed of the
following persons:

Full name Position Born

Rolf Olof Grundberg Chairman of the 1945
supervisory board

Rune Roger Ingvarsson Member of the 1943
supervisory board

Thomas Onstad Member of the 1954

supervisory board

Fredrik Lar; Plyhr Member of the 1967
supervisory board

Mariusz Grendowicz Member of the 1960
supervisory board

Jan Ohlsso Member of the 1950

supervisory board

The current terms of office for all members of the supervi-
sory board expire at the end of the annual general meet-
ing, approving the financial statements for the financial
year 2013, to be held in 2014.

Rolf Olof Grundberg, born 1945

Chairman of the supervisory board of Arctic Paper since
2008.

Education: Pol Mag Diploma in Business Administration
from Umea University.

Other current assignments: Board member and CEO in
Svenska Pappersbruket AB. Board member in Sorréds
Gérd AB. Deputy board member in Nemus Holding AB.
Sole trader in Sérréds Gard.

Previous assignments over the last five years: -

Holdings of financial instruments in Arctic Paper (own
and closely related persons): 10,312 shares and 30,000
warrants.

Rune Roger Ingvarsson, born 1943
Member of the supervisory board of Arctic Paper since
2008.

Education: Engineering at Helsingborg High School.
Other current assignments: Board member in Satomo
Invest AB.

Previous assignments over the last five years: Chair-
man of the Board in Rottneros AB. Board member in
Rottneros AB.

Holdings of financial instruments in Arctic Paper (own
and closely related persons): 15,000 warrants.

Thomas Onstad, born 1954

Member of the supervisory board of Arctic Paper since
2008.

Education: Degree from the London School of Foreign
Trade.

Other current assignments: -

Previous assignments over the last five years: -
Holdings of financial instruments in Arctic Paper (own
and closely related persons): 41,479,500 shares and
15,000 warrants.

Fredrik Lars Plyhr, born 1967

Member of the supervisory board of Arctic Paper since
2008

Education: M.Sc. in Business and Economics from the
Stockholm School of Economics.

Other current assignments: Founder and partner in
Heptagon Capital LLP.

Previous assignments over the last five years: -
Holdings of financial instruments in Arctic Paper (own
and closely related persons): 19,000 shares and 15,000
warrants.

Mariusz Grendowicz, born 1960

Member of the supervisory board of Arctic Paper since
2012

Education: ACIB, International Banking Diploma from
the Chartered Institute of Bankers, London. MA Eco-
nomics of Transport from the University of Gdansk.
Other current assignments: Member of the supervisory
board in Atena Usugi Informatyczne i Finansowe Sp. z
0.0. Chairman of the supervisory board in MobiTrust
S.A. Chairman of the supervisory board in MoneyMakers
S.A. Member of the supervisory board in Globe Trade
Centre S.A. Member of the supervisory board in Aviva
Towarzystwo Ubezpieczen na Zycie S.A. Chairman of the
supervisory board in Deutsche Capital Management AG.
Previous assignments over the last five years: President
of the management board, Chief Executive Officer in
BRE Bank S.A.

Holdings of financial instruments in Arctic Paper (own
and closely related persons): -

Jan Ohlsson, born 1950

Member of the supervisory board in Arctic Paper since
2010.

Education: M.Sc. in Business Administration and Finance
from the Stockholm School of Economics.

Other current assignments: Executive Chairman and
Founding Partner of Accent Equity Partners AB. Chair-
man in Crem International. Chairman in Tesab. Chairman
in Candyking Holding AB. Chairman in Nordic Shelter
Solutions. Chairman in Troax. Deputy chairman in AR
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Packaging Group. Chairman in Corvara. Board member
in Bergteamet. Chairman in Green-Lite.

Previous assignments over the last five years: Chairman
in Grycksbo Paper AB. Chairman in Scandbook. Chair-
man in J&tul.

Holdings of financial instruments in Arctic Paper (own
and closely related persons): -

None of the members of the supervisory board has
during the previous five years been convicted in any
fraud related trial, during the previous five years been a
member of an administrative, management or super-
visory body or a member of senior management in an
entity, put into liquidation or had a compulsory manager
appointed for its business, during the previous five years
been formally accused or subjected to sanctions im-
posed by state authorities or organizations that is acting
for a certain labor group.

Moreover, there are no family connections between
persons holding management and supervisory posi-
tions in the Company. The supervisory board members
perform work at in Poznan and has the same address as
the Company.

The following persons are independent supervisory
board members:
® Rune Ingvarsson
e Fredrik Lars Plyhr
® Mariusz Grendowicz
e Jan Ohlsson

Thus, four of six supervisory board members are
independent members. The members’ independency

is judged according to the Code for good practice for
companies listed on WSE (Po: Dobre Praktyki Spotek
Notowanych na GPW), see section “Polish securities
market regulations and corporate governance in brief” —
“Supervisory board”.

Management board
Arctic Paper’s management board is composed of the
following persons:

Full name Position Born

Michat Piotr Jarczyniski President of the management 1968
board and Chief Executive
Officer

Michat Bartkowiak Member of the management 1975
board and Chief Financial
Officer

Per Skoglund Member of the management 1960
board and Chief Operating
Officer

Jacek Ireneusz Los Member of the management 1962
board and CPO

Wolfgang Libbert Member of the management 1963

board and Marketing and
Sales Director

The current terms of office for all members of the man-
agement board expire at the end of the annual general
meeting, approving the financial statements for the
financial year 2013, to be held in 2014.

Michat Piotr Jarczynski, born 1968
President of the management board and Chief Executive

Officer of Arctic Paper since 2008.

Education: M.Sc. in Civil Engineering from the Poznan
Polytechnical University. Post-graduate studies at the
Poznan University of Economics.

Other current assignments: Chairman of Muzeum
Papiernictwa w Dusznikach Zdroju. Chairman of Polish
Papermakers Association (Lodz), Board member of
Confederation of European Paper Industries (Brussels),
Chairman of High-level Group Forest-based Sector
Technology Platform (Brussels). Independent Board
member of ENEA S.A. (Poznan).

Previous assignments over the last five years: -
Holdings of financial instruments in Arctic Paper (own
and closely related persons): 86,450 shares and 140,000
warrants.

Michat Bartkowiak, born 1975

Member of the management board and Chief Financial
Officer in Arctic Paper since 2009.

Education: B.Sc. from the Poznan School of Banking.
M.Sc. in Business Accounting and Finance from the
Poznan University of Economics.

Other current assignments: President of the manage-
ment board in Galileus Sp. z 0.0. Member of the supervi-
sory board in Gardens-Software Sp. z o.0.

Previous assignments over the last five years: Member
of the management board in Sie¢ Detalistéw Nasze
Sklepy Sp. z 0.0. Chief Financial Officer in Eurocash S.A.
Member of the management board in Eurocash Detal
Sp. z 0.0. Member of the management board Eurocash
Franszyza Sp.z o.0.

Holdings of financial instruments in Arctic Paper (own
and closely related persons): 45,000 warrants.

Per Skoglund, born 1960

Member of the management board and Chief Operating
Officer in Arctic Paper since 2011

Education: Studies in chemical engineering, Chalmers
University of Technology (no degree).

Other current assignments: -

Previous assignments over the last five years: Managing
Director in Arctic Paper Grycksbo AB. Managing Direc-
tor in Arctic Paper Hafrestrom AB.

Holdings of financial instruments in Arctic Paper (own
and closely related persons): 15,000 warrants.

Jacek Ireneusz Los, born 1962

Member of the management board and CPO in Arctic
Paper since 2011

Education: M.Sc. in Economics from Gdansk University.
Post-Graduate studies in Banking and Finance at Gdansk
Academy of Banking by the Institute of Market Research
and Bank Akademie Frankfurt.

Other current assignments: -

Previous assignments over the last five years: -

Holdings of financial instruments in Arctic Paper (own
and closely related persons): 15,000 warrants.

Wolfgang Liibbert, born 1963

Member of the management board and Marketing and
Sales Director in Arctic Paper since 2012

Education: Degree from Hamburg University in National
Economics.
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Other current assignments: -

Previous assignments over the last five years: -
Holdings of financial instruments in Arctic Paper (own
and closely related persons): 10,000 warrants.

None of the members of the management board has:

for the previous five years been convicted by a final and
valid judgment of fraud, for the previous five years been a
member of an administrative, management or superviso-
ry body or a member of senior management in an entity
which before, during or after his term of office was de-
clared bankrupt, put into liquidation or had a compulsory
manager appointed for its business), for the previous five
years been prohibited by a court from acting as a mem-
ber of the administrative, management or supervisory
bodies of any public company or participating in manag-
ing or handling the affairs of any public company, for the
previous five years been formally accused or subjected to
sanctions imposed by state authorities or organizations
(including professional organizations).

Moreover, there are no family connections between
the persons holding management and supervisory posi-
tions in the Company. The management board members
perform work in Poznan.

Auditors

On 5 June 2012, Ernst & Young Audit Sp. z 0.0. was
appointed as the Arctic Paper’s auditor with authorized
public accountant Andrzej Kowal as auditor in charge.
Ernst & Young Audit Sp. z 0.0. has been Arctic Paper’s
auditors since 2008.

Andrzej Kowal, born 1967
Authorized Public Accountant.

Agreements concluded in connection with
appointing members of the management board
and supervisory board

There are no agreements or understandings with the
major shareholders, customers, suppliers or any other

persons, pursuant to which members of the manage-
ment board and the supervisory board have been ap-
pointed to their positions.

Additional information on the members of the super-
visory board and management board
All the members of the supervisory board and manage-
ment board may be reached through the Company’s head
office: J.H. Dabrowskiego 334 A, 60406 Poznan, Poland.
The supervisory board member Thomas Onstad is
a related party to Arctic Paper’s largest owner Nemus
Holding. Nemus Holding is also large shareholder in
Rottneros. Potential conflicts of interest may possibly
arise between the aforementioned member’s private
interests and Arctic Paper’s interests in relation to the
Offer, due to their close links to the large owner and
the fact that Thomas Onstad also is an indirect major
shareholder in Arctic Paper and Rottneros, respectively.
Futhermore, Rolf Olof Grundberg is a board member of
Nemus Holding and therefore not independent of Nemus
Holding. The rest of the members of the supervisory
board are independent of Arctic Paper’s large owners and
they are, therefore, not object of any conflict of interest
regarding Arctic Paper’s interests in relation to the Offer.
As far as Arctic Paper is aware, there are no conflicts
of interest between other members of the supervisory
board, mangament board and the Company'’s interests.

Committees

The supervisory board has two process committees: the
remuneration Committee and the audit committee. See
section “Summary of certain Polish corporate governance
and securities market regulations” — “Audit committee”
and "Remuneration committee”, respectively, for more
information on tasks and rules regarding the committees.

The remuneration committee

On 3rd December 2009, the following persons were
appointed to the Remuneration Committee:

¢ Rolf Olof Grundberg

e Fredrik Lars Plyhr

Remuneration (including other con-
tributions paid by the employer) for

(PLN) working in Arctic Paper S.A. Pension plan Other benifits Total

Management Board

Michat Piotr Jarczyhski 1487593 . 13,521

Michat Jan Bartkowiak 568,465 . 3,681

Hans Olof Karlander' 875,475 1367 41,627

Per Skoglund T 521,433 183557 22,831
""""""""""""""""""" 413060 S e

" Since March 2012 no longer a member of the Managment Board.
2 For the period of 1 July 2011 to 31 December 2011.
9 Since June 2012 no longer a member of the Supervisory Board.
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The audit committee

On 3rd December 2009, the following persons were
appointed to the Audit Committee:

e Rolf Olof Grundberg

e Fredrik Lars Plyhr

® Rune Ingvarsson

Remuneration to management board and supervisory
board members

The table below presents the information on total
remuneration and other benefits paid or to be paid to
members of the management board and Supervisory
Board of the parent entity for the period from 1 January
2011 to 31 December 2011.

Agreements with management board members
on financial compensation

The members of the management board are entitled
to severance pay on account of termination of their
employment. The severance pay corresponds to 6-24
months’ salary.

Members’ of management board and supervisory
board holdings of securities in the Company

Number of

Members Number of shares warrants

Management board

"""" 140,000
10,000
. 45,000

- 15,000

- 15,000

30,000
; 15,000
15,000
15,000

None of the members of the supervisory board or the
management has agreed to any restrictions on the dis-
posal of their holdings of securities in the Company.

The Company has not issued any convertible or
exchangeable securities except for the warrants issued
to key employees as further described above and in sec-
tion “Description of Arctic Paper” - “Share capital and
ownership structure etc.”.

Legal considerations and
supplementary information

General

Arctic Paper is a Polish joint-stock company, established
and registered in accordance with the CCC, with the
corporate name Arctic Paper S.A. and with its regis-
tered office in Poznan, Poland with the address ul. J.H.

Dabrowskiego 334 A, 60-406 Poznan, Poland.

On 28 May 2008 Arctic Paper S.A. was entered in the
Register of Entrepreneurs of the National Court Register
maintained by the District Court in Zielona Goéra, the
8th Commercial Division of the National Court Register,
with registration number (KRS No) 0000306944. Arctic
Paper was established on 30 April 2008 by Arctic Paper
Kostrzyn S.A. on the basis of the deed of association
(Rep. A No. 4517/2008) drawn up in the Notarial Office
in Szczecin before Cezary Borys Potaman, notary public.
The current court of registration is the district court in
Poznan.

The duration of the Company is unlimited.

The Company was established and operates under
Polish law.

For more information on Arctic Paper’s corporate
governance please see section “Summary of certain
Polish corporate governance and securities market
regulations”.

Material Agreements
Customer agreements
Arctic Paper’s customer base includes both direct and
indirect customers. Direct customers directly purchase
paper products and indirect customers do not them-
selves purchase Arctic Paper’s products from Arctic
Paper, but are nevertheless an important target of Arctic
Paper’s marketing efforts. Arctic Paper’s typical custom-
ers consist of, inter alia,: (i) printing houses; (i) wholesale
warehouses; (iii) publishers; (iv) advertising agencies and
(v) end users.

Customer agreements are often short term price
agreements with no volume obligations.

Supply agreements

Arctic Paper has not entered into any long-term supply
agreements for raw materials or other goods used in the
production process, except for the natural gas supplies
required for Kostrzyn. Other raw materials for paper
production are purchased on the basis of orders submit-
ted according to the production needs. Most of the pulp
is supplied under renewable one-year contracts under
framework agreements with specifications on quality.
Avrctic Paper’s main groups of suppliers are: (i) the pulp
production plants supplying the pulp; (i) the chemical
companies supplying dyes, whitening agents, anti-foam-
ing agents, biocides, starch and stock size; (iii) the power
companies supplying energy; (iv) transportation compa-
nies; (v) packaging manufacturers of pallets, boxes and
foils; and (vi) wood suppliers (only to Mochenwangen).

Energy

Arctic Paper uses heat and power in the production
process. The Kostrzyn paper mill’s total demand for heat
and power is satisfied from the mill's combined heat and
power plant fuelled by natural gas. Gas is supplied under
an agreement with a Polish supplier (PGNiG) at prices
adjusted annually to reflect changes in certain indus-

try indexes. The agreement was concluded for fixed
term of 20 years from 31 March 2006. Electricity for the

' The securities are held by Trebruk, which is inderectly controlled by Thomas Onstad.
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paper mill in Munkedal has been mainly purchased from
external suppliers. Arctic Paper also purchases fuel oil in
order to satisfy part of the group’s demand for heat. The
paper mill in Mochenwangen satisfies the total demand
for heat and about half the electricity demand by using
mineral coal. The remaining part of the demand for elec-
tricity is satisfied by purchasing from external suppliers.
The energy source In the Grycksbo paper mill is biomass
and electricity partly purchased from outside suppliers.

Financing agreements

Arctic Paper has on 6 November 2012 been granted two
new credit facilities by Bank Polska Kasa Opieki S.A.,
Bank Zachodni WBK S.A and BRE BANK S.A, which in
aggregate amount to PLN 359 million. Repayments will
be made regularly, starting during 2013. PLN 59 million
shall be fully repaid no later than within one year from
the date of the agreement but in any case not later than
7 November 2013, and PLN 300 million shall be fully re-
paid within five years from the date of the agreement but
in any case not later than 7 November 2017. The credit
facility is subject to certain financial covenants which are
linked to key ratios.

Insurances
Arctic Paper has an insurance policy covering all the
subsidiaries in the group which include coverage for
property and business interruption, liability of directors
and officers of the group companies, general and prod-
uct liability, as well as third-party liability in transport. In
addition, Arctic Paper has an insurance policy covering
certain risks related to some of Arctic Paper’s receiva-
bles.

Arctic Paper’'s insurance cover is, in Arctic Paper’s
opinion, adequate in terms of size and scope.

Disputes

Arctic Paper is not involved in any material disputes
which, in the Company’s opinion, are expected to have
a material adverse effect on the Company’s business or
financial position.

Transactions with related parties

In Arctic Paper’s opinion all transactions with related
parties have been made on arm'’s length terms. Please
see sections "Description of Arctic Paper” — “Capitaliza-
tion and other financial information” and “Arctic Paper
financial information for 2009-2011" for a description of
related party transactions.

Intellectual property

Arctic Paper’s only material registered intellectual
property is its trademarks. Arctic Paper holds a large
trademark portfolio. The registered trademarks or ap-
plications comprise national trademarks, community
trademarks (European Union) and international registra-
tions. Trademark registrations or applications include
primarily:

(i) MUNKEN, with or without additional elements, in
Sweden, Switzerland, European Union, Ukraine, USA,
international registration (South Korea), China, Hong
Kong, India, Austria, Germany, Denmark, United King-
dom, ltaly, Norway, international registration (Swit-

zerland), international registration (Benelux, Finland,
Portugal, Spain) and international registration (Norway,
Poland, Switzerland), owned primarily by Arctic Paper
Munkedals AB, (ii) ARCTIC, with or without additional
elements, in Sweden, Australia, Benelux, Switzerland,
European Union, France, United Kingdom, Hong Kong,
international registration (Austria, Cyprus, Czech Repub-
lic, Estonia, Finland, Germany, Greece, Hungary, Latvia,
Lithuania, Poland, Portugal. Slovakia, Slovenia, Ukraine,
South Korea), Norway, and USA, owned by primarily
Arctic Paper Grycksbo AB, (i) GPRINT/G-PRINT, with
or without additional elements, in Sweden, European
Union, Australia, France, international registration
(Ukraine, Norway, Switzerland), New Zealand and USA,
owned by Arctic Paper Grycksbo AB, (iv) AMBER with
or without additional elements, in Sweden, European
Union, international registration (Norway, Switzerland),
Poland, Ukraine and USA, owned primarily by Arctic Pa-
per Kostrzyn S.A., (v) L-PRINT, with or without additional
elements, in Germany and European Union, owned
by Arctic Paper Mochenwangen GmbH, (vi) PAMO, in
Germany, European Union and international registration
(Norway, Switzerland, Ukraine), owned by Arctic Paper
Mochenwangen GmbH and (vii) ARCTIC PAPER (logo), in
Sweden, Hong Kong, international registration (Europe-
an Union, Norway, Switzerland, Ukraine, China, Turkey),
USA, India, Germany, owned by Arctic Paper.

Arctic Paper holds no specific material licenses except
for software used in the ordinary course of business.
Arctic Paper does not currently own any patents.

Permits and environment

Arctic Paper’s mills are obliged to maintain a number of
environmental and/or energy licenses. As per the date
of this Offer Document Arctic Paper has all necessary
material licenses, consents and permits required for its
operation and as far as Arctic Paper is aware, there have
occurred no events which could lead to revocation of
any material license or permit which is critical for Arctic
Paper’s operations.

Employees, collective agreements and trade unions
Arctic Paper has entered into collective agreements in
Germany and Sweden, in Poland specific agreement
between the employing entity and its employees exist.
Moreover, Arctic Paper has implemented measures to
comply with the European Works Council directive.

A substantial number of Arctic Paper’s employees
are members of trade unions, from a about half of the
work force in Poland to almost all employees in Sweden.
Arctic Paper’s management considers the Company’s
relations with employees, and the unions representing
them, as good. There have been no strikes or material
collective disputes between the employees of any group
companies and the management during the last three
years.

German law does not permit information to be
disclosed on the number of employees which are trade
union members.

Information on the average number of employees in
Arctic Paper for the financial years 2009, 2010 and 2011
can be found in section “Arctic Paper financial informa-
tion for 2009-2011".
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Summary of certain Polish corporate
governance and securities market
regulations

The following section is a brief description of certain
corporate governance and securities market aspects
from a Polish perspective. This section is not exhaustive,
detailed and may not in all aspects explain the relevant
provisions presented. Therefore, the following section
should not be relied upon by anybody and investors are
recommended to seek legal counsel regarding Polish law
from qualified Polish legal advisors should the investor
need information regarding Polish law.

General

Arctic Paper conducts its activities on the basis of the
CCC and other laws and regulations applicable to
commercial companies and listed companies in Poland.
Moreover, Arctic Paper complies with the rules provided
by the Code of Best Practice for WSE Listed Companies
(Po: Dobre Praktyki Spélek Notowanych na GPW).

The Polish two tier board system

Polish joint-stock companies have a two tier board
system comprising the management board, which is

the executive body, and the supervisory board, which is
responsible for supervision of all areas of the company’s
activities and, among other things, appointment of audi-
tors.

Management board

The management board manages the operations of

the company and represents the company before third
parties. All the members of the management board are
obligated and entitled to jointly manage the affairs of
the company. Pursuant to Arctic Paper’s articles of asso-
ciation the management board should be constituted by
not less than one and not more than five members.

The members of the management board are appoint-
ed and dismissed by the supervisory board for a joint
term of three years. Each member of the management
board may also be dismissed or suspended from his or
her duties by the supervisory board or by the general
meeting at any time. Reappointment of the members of
the management board is allowed.

For certain actions to be taken by the management
board require a management board meeting to be held,
in which the management board votes regarding the
action in question.

The president of the management board (a position
equal to CEO) represents the company individually.
Other members of the management board may repre-
sent the company jointly with another member of the
management board or with an authorized representative
of the company.

For information regarding the current members of
Arctic Paper’s management board, see section “Supervi-
sory board, management board and auditors” — “Man-
agement board” above.

Supervisory board
The supervisory board in Arctic Paper, consisting of at
least five but no more than seven members, exercises

permanent supervision over all areas of the company’s
activities. The duties of the supervisory board include: (i)
evaluating the management board’s operations report
as well as the annual financial report, (i) evaluating the
management board’s proposals concerning the distribu-
tion of profits or the financing of losses, (iii) submitting
to the general meeting annual written reports on the
results of such evaluations, (iv) appointing and dismiss-
ing the members of the management board, including
its president, (v) determining the remuneration of the
members of the management board, (vi) appointing an
auditor for the company as well as (vii) giving consent
for the management board to make pre-payment of the
dividend as expected at the end of the financial year.

Members of the supervisory board cannot represent
the company.

The members of the supervisory board are appointed,
and can be dismissed, by the general meeting. Their
joint term of office for the supervisory board is three
years. A group of shareholders representing at least 20%
of the share capital of the company may require that the
next general meeting appoints a new member of the
supervisory board through so called “group voting”. In
case of group voting, other shareholders present at the
general meeting may form “minority groups” that are
entitled to elect at least one member of the supervisory
board. Such minority group shall consist of shareholders
representing at least the number of shares that is equal
to the quotient of the number of shares present at the
general meeting, and the number of members of the
supervisory board. In case of Arctic Paper, the minority
group must represent 1/7 of the shares present at the
general meeting.

At least two members of the supervisory board should
be independent in relation to the company and its major
shareholders. To qualify as independent, the mem-
ber shall fulfil the criteria set out in Enclosure Il to the
Recommendation of the European Commission dated
15 February 2005. In addition, the independent member
must not (i) be an employee of the company or any as-
sociated company, or (ii) have an actual and significant
relationship with any shareholder who represents at least
5% of all votes represented by all shares in the company.
Certain matters, such as: (i) any benefit given, under any
title, by the company or any entity associated with the
company, to a member of the management board; (ii)
consent for the company or any of its subsidiaries to en-
ter into a significant agreement with an entity associated
with the company, a member of its supervisory board or
management board, or any entity associated with these
entities or persons, other than contracts entered into as
part of the company’s normal business, on the ordinary
terms and conditions used by the company; (iii) appoint-
ment of an auditor to audit the company’s financial state-
ment, may not be adopted by the supervisory board
unless supported by at least one independent member.

For information regarding the current members of
Arctic Paper’s supervisory board, see section "“Supervi-
sory board, management board and auditors” — “Super-
visory board” above.
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Audit committee

Polish listed companies with a supervisory board com-
prising more than five members, should have an audit
committee.

The members of the audit committee are appointed
by the supervisory board from among the members of
the supervisory board. The Company’s audit committee
consists of three members. It is required by law that at
least one member of the audit committee is independ-
ent and has qualifications in respect of accounting or
financial auditing.

Polish law does not allow committees of the super-
visory board to represent the company externally. The
audit committee performs advisory and opinion-giving
functions with respect of audit of the company, an
auditor as well as financial statements and operates
collectively as part of the company’s supervisory board.
The tasks of the audit committee is monitoring of (i) the
financial reporting process, (i) effectiveness of internal
control and audit systems and risk management, (iii) the
performance of financial audit functions, (iv) independ-
ence of the auditor and the auditing firm.

For information regarding the current members of
Arctic Paper’s audit committee, see section “Supervi-
sory board, management board and auditors” — “Com-
mittees” above.

Remuneration committee

Pursuant to the Code of Best Practice for WSE Listed
Companies, companies listed on WSE should have a
remuneration committee. The remuneration committee
should be composed of at least two supervisory board
members.

The remuneration committee performs advisory and
opinion-giving functions, and acts as part of the compa-
ny’s supervisory board and for internal benefit only. The
tasks of the remuneration committee include presenting
motions, opinions, recommendations, and reports to
the supervisory board related to remuneration policy,
bonus policy and other issues related to remuneration of
employees and members of the supervisory board and
the management board.

For information regarding the current members of
Arctic Paper’s remuneration committee, see section
"Supervisory board, management board and auditors” —
“"Committees” above.

General meeting

Pursuant to the CCC the following matters must be

resolved upon by the general meeting:

e consideration and approval of the management
board's operations report and the annual financial
report for the previous financial year;

e granting approval of the supervisory board members’
and the management board members’ performance
of their duties;

e decision regarding distribution of profits or the financ-
ing of losses;

e changes to the scope of the company’s business;

e amendments of the articles of association;

e increase or decrease of the share capital;

¢ merger of the company with another company or
companies, division of the company or transformation
of the legal form of the company;

e change into other legal form; dissolution and liquida-
tion of the company;

e decisions concerning claims for redress of damage
caused at the establishment of the company or in the
course of management or supervision;

e transfer or tenancy of the going concern (i.e. all assets
required to run business activity) or its organized part
and the creation of a limited right in rem on them;

® acquisition and transfer of real estate or a part of real
estate and the right to perpetual usufruct, unless the
articles of association provide otherwise;

e issuance of convertible bonds or bonds with the right
of priority, and issuance of subscription warrants;

® acquisition of the company’s own shares as well as
authorization to the management board to acquire
such shares;

e conclusion of a management contract between a par-
ent company and a subsidiary.

Arctic Paper’s annual and extraordinary general meet-
ings shall be held in Poznan, Poland or in Warsaw,
Poland.

Resolutions may not be adopted on matters not
included in the published agenda.

Convening a general meeting

The general meeting is to be convened by the manage-
ment board. The supervisory board may convene the
annual general meeting should the management board
fail to convene and hold such meeting prior to the end
of June, and the extraordinary general meeting, should
it deem it desirable. Shareholders representing at least
half of the share capital or at least half of the total num-
ber of the votes in the company may also, by themselves,
convene an extraordinary general meeting. A share-
holder or shareholders representing at least 1/20 of the
share capital may request that an extraordinary general
meeting shall be convened, as well as that certain mat-
ters shall be put on the agenda of that general meet-
ing. The request to convene the general meeting or to
include certain matters in the agenda may be delivered
in written or electronic form (email, fax). If an extraordi-
nary general meeting is not convened within two weeks
of the submission of the request to the management
board or if the request to include a certain matter in
the agenda (delivered not later than 20 days before the
scheduled date of meeting) is not accordingly accepted,
the registry court may authorize the shareholders who
have submitted the request to convene the extraordi-
nary general meeting themselves.

A general meeting is convened by an announce-
ment published on the company’s website jointly with
publication of relevant current report in accordance
with the provisions of the Polish Act on Public Offering
(Po: ustawa z dnia 29 lipca 2005 r. o ofercie publicznej
i warunkach wprowadzania instrumentéw finansowych
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do zorganizowanego systemu obrotu oraz o spdétkach
publicznych). The announcement shall be made at least
26 days prior to the date of the general meeting.

Annual general meeting
The annual (ordinary) general meeting shall be held
within six months from the end of each financial year.
The agenda of the annual general meeting shall in-
clude: (i) consideration and approval of the management
board’s annual report and the annual financial report
(both standalone and consolidated), (ii) adoption of a
resolution on the distribution of profits or the financing
of losses (standalone), and (iii) granting of approval of
the supervisory board members’ and the management
board members’ performance of their duties. Other mat-
ters may be resolved upon by the annual general meet-
ing if they have been included in the published agenda.

Eligibility to participate in general meeting

The following description is applicable on shareholders
which are entitled under dematerialized bearer shares,
which all shares in Arctic Paper are.

Generally, shareholders of a listed company that
are shareholders on the end of the trading day which
occurs 16 calendar days prior to the date of the general
meeting (the so called “record day”) have the right to
participate in the general meeting.

With respect to the shareholders that will have their
shares registered in Sweden, the list of beneficiary share-
holders prepared and delivered to the Company by Eu-
roclear Sweden (Sw: stdmmoaktiebok) will be sufficient
proof of eligibility to participate in the general meeting.
Hence, shareholders of Rottneros accepting the Share
Alternative of the Offer, does not need to take any fur-
ther actions to be eligible to participate in Arctic Paper’s
general meeting, than what is required to be eligible to
participate in the general meeting of a Swedish listed
company. Shareholders having their shares registered in
Poland will need to apply to their respective depositar-
ies or custodians to register them in accordance with
the Polish regulations. Pursuant to Arctic Paper’s articles
of association, participation in the general meeting by
proxy is allowed. The power of attorney authorizing the
proxy to represent the shareholder can be issued in writ-
ing or electronically.

Voting at general meeting

To vote at the general meeting the shareholders must (i)
be eligible to participate in the general meeting accord-
ing to the above section; and (ii) sign the attendance list
at the general meeting.

Unless the CCC or the company's articles of association
provide otherwise, resolutions of the general meeting are
adopted by more than half of the votes cast'. Adoption of
certain resolutions like issue of convertible bonds, bonds
with warrants and warrants as well as any amendments to
the articles of association, redemption of shares, reduc-
tion of the share capital, transfer of the going concern or
its organized part, and dissolution of the company, are

adopted by a majority of 3/4 of the votes cast. If at least
half of the share capital is represented at the general
meeting, a simple majority of votes is sufficient for the
adoption of a resolution on redemption of shares. A
resolution granting consent for the company to finance
an acquisition or subscription of own shares is adopted
by a majority of 2/3 of the votes. However, in case at least
half of the share capital is represented at the general
meeting, more than half of the votes cast are sufficient for
adoption of the resolution. Dissolution of the company in
case of qualified amount of losses that may endanger the
existence of the company requires absolute majority at
presence of at least half of the share capital.

Aresolution regarding a material change of the scope
of the company’s business requires (i) adoption of the
resolution in this respect with 2/3 majority of the votes
cast and (i) allowing buy-out of non-consenting share-
holders.

Actions against resolutions by the general meeting
A resolution of the general meeting in breach of the
articles of association or good practice, which harms
the interests of the company or is aimed at harming a
shareholder, can be declared annulled if challenged. A
resolution by the general meeting which is in breach of
law can be declared invalid if challenged. The claim shall
be raised before the relevant district court (as regards
Arctic Paper, the District Court in Poznan).

A shareholder is entitled to raise a claim if he or she:
(i) while present at the general meeting and allowed to
vote, voted against the resolution and requested that his
or her objection was recorded in the minutes (the voting
requirement does not apply to non-voting shares); or (ii)
was not allowed to participate in the general meeting; or
(iii) while not present at the general meeting, the general
meeting was not duly convened or the resolution in
question was not included in the agenda.

There are strict time limits to file these claims in the
relevant court.

Disclosure obligations regarding shareholdings
Pursuant to the Polish Act on Public Offering a share-
holder whose holding:

1. has reached or exceeded 5%, 10%, 15%, 20%, 25%,
33%, 33 1/3%, 50%, 75% or 90% of the total number
of votes in a listed company; or

2. was at least 5%, 10%, 15%, 20%, 25%, 33%, 33 1/3%,
50%,75% or 90% of the total number of votes in a
listed company, and as a result of disposal of shares, is
5%, 10%, 15%, 20%, 25%, 33%, 33 1/3%, 50%,75% or
90% or less of the total number of votes, respectively;

is obliged to notify the Polish Financial Supervision

Authority (Komisja Nadzoru Finansowego) and the

company of the factimmediately, but no later than within

four business days from the date on which the share-
holder becomes, or by exercising due diligence could
have become, aware of the change in his proportion of
the total number of votes. In case of a change resulting

from an acquisition of shares of a listed company in a

' This is defined in the CCC as “absolute majority of votes”, which, however, is not to be confused with the concept of absolute majority,
which generally refers to a majority of all voters, not just those who voted.
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transaction on a regulated market, the notification shall
take place no later than within six trading days from the
transaction date. The term trading days is specified in
the rules of WSE, in accordance with the provisions of
the Polish Act on Trading in Financial Instruments, and
announced by the Polish Financial Supervision Authority
by way of publication on the Polish Financial Supervision
Authority’s website.

The notification requirement applies also to a share-
holder who:
1. held over 10% of the total number of votes and this
proportion has changed by at least:
- 2% of the total number of votes — if the company is
a listed company whose shares have been admit-
ted to trading on the official stock-exchange listing
market (which applies to Arctic Paper), or
- 5% of the total number of votes — if the company is
a listed company whose shares have been admitted
to trading on a regulated market other than the one
specified in (a) above; and
2. held over 33% of the total number of votes and this
share has changed by at least 1%.

The requirement to notify the Polish Financial Supervi-
sion Authority and the listed company in question does
not arise if, upon the settlement in the depository for
securities of a number of transactions executed on a
regulated market on a single day, the change in the pro-
portion of the total number of votes in the listed com-
pany at the end of the settlement day does not result in
reaching or exceeding any threshold which triggers the
obligations referred to above.

Disclosure obligation for a dominant shareholder

If a company which is a shareholder in another company
becomes a “"dominant company” (subject to the defini-
tion in the CCC), such shareholder is obliged to notify
the company of this dominant relationship within two
weeks of its establishment. If the shareholder omits to
notify the company in time, the voting rights attached to
the shareholder’s shares representing more than 33% of
the share capital, shall be suspended. A general meeting
resolution adopted in breach of the provisions in the
CCC relating to notification of dominant relationship is
invalid, unless it satisfies the requirements on quorums
and a voting majority irrespective of the invalid votes.
The company that is no longer the dominant company in
relation to the company is obliged to give notification of
the conclusion of such dominant relationship.

Issue of new shares

Polish law reserves the right to: (i) issue new shares; (ii)
authorize the management board to issue new shares
(only up to 3/4 of the number of existing and outstand-
ing shares); (iii) issue subscription warrants, bonds with
warrants and convertible bonds to the general meeting.
Aresolution in respect of any of those matters is to be
adopted with 3/4 majority of votes cast, however, if the
existing shareholders are to be deprived of their pre-
emption rights, such resolution requires 4/5 majority of
votes cast. Issue of bonus shares is allowed and is also to
be resolved upon by the general meeting.

Dividends and other distribution of profit

Declaration of dividend is reserved to the annual general
meeting. The dividend is based on the standalone
financial statement of the company. The dividend may
be financed from the profits only, including the reserve
funds and capitals financed from profits. The general
meeting may create reserve funds to finance dividends.
The management board may — with consent of the su-
pervisory board — make pre-payment of the dividend as
expected at the end of the financial year.

The dividend is distributed through KDPW. As regards
the shareholders having their shares registered in
Sweden; the dividend will be distributed via KDPW and
Euroclear.

Mandatory offers and thresholds
The following section describes mandatory public ten-
der offers pursuant to the Polish Act on Public Offering.

5% and 10% thresholds

In case of a shareholder holding less than 33% of the
total number of votes in a listed company, performs an
acquisition of shares in the company, which increases the
shareholder’s proportion of the total number of votes in
the company by more than 10%, within a period shorter
than 60 days, such acquisition may be done only by way
of a public tender offer, with consideration in cash orin
shares, regarding shares representing not less than 10%
of the total number of votes in the company.

In case of a shareholder holding 33% or more of the
total number of votes in a listed company, performs an
acquisition of shares in the company, which increases the
shareholder’s proportion of the total number of votes in
such company by more than 5% within a period shorter
than 12 months, such acquisition may be done only by
way of a public tender offer, with consideration in cash or
in shares, regarding shares representing not less than 5%
of the total number of votes in the company.

The obligations regarding public tender offers result-
ing from exceeding the 5% and 10% thresholds do not
apply if the shareholder acquires shares in an initial
public offering, through a non-cash contribution oras a
result of a merger or demerger of a company.

Protection of minority shareholders in case of change
of control

Polish law provides for two strict and formal thresh-

olds which trigger an obligation to announce a public
tender offer for shares, applicable for a shareholder that
obtains or is willing to obtain a large stake of shares in
the company. The lower of the thresholds is 33% of the
votes in the company, and the higher is 66% of the votes
in the company. It shall be noted that only triggering of
the 66% threshold is connected with an obligation to
make a public tender offer for all outstanding shares in
the company.

33% threshold

A shareholder holding less than 33% of the shares in the
company, and who desires to increase his holding to
reach or exceed 33%, may, generally, only be allowed
to do so by presenting a public tender offer for 66% of
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all outstanding shares in the company. However, due to
a number of exceptions and the possibility to indirect
purchase of shares by purchasing shares in an entity

or entities holding more than 33% of the shares in the
company, such purchaser, before executing any rights
deriving from the shares, shall announce a public tender
offer for 66% of the shares or sell the shares in order to
diminish the number of shares held to below the 33%
threshold. The Polish Act on Public Offering defines the
minimum price that is to be offered to the shareholders.

66% threshold

The general rule requires the purchaser to achieve or
pass the threshold of 66% only by way of presenting a
public tender offer for 100% of the outstanding shares
in the company and applies accordingly. The number
of possible exceptions is limited and the purchaser
cannot avoid announcing the public tender offer for all
the outstanding shares by selling or otherwise decreas-
ing the number of shares held. The Polish Act on Public
Offering provides for minimum price to be offered to the
shareholders.

Corporate groups and parties acting in concert

The limitations and restrictions regarding the acquisi-
tion of material stakes in a company are applicable to
entities under control or common control that may be
deemed to be one entity in this respect as well as par-
ties acting in concert. Similarly, mutual funds or other
entities under the same management are deemed to be
one entity. The Polish concept of acting in concert does
not necessarily refer to the aim of executing influence
over the management of the company. Therefore, any
cooperation between purchasers of shares may be quali-
fied, by the Polish authorities, as a situation of acting in
concert. Parties who are regarded as acting in concertin
any regard are subsequently deemed to be one entity,
and their shareholdings are aggregated in relation to the
abovementioned thresholds.

Shareholders contemplating to acquire a large number
of shares or have holdings close to any of the above
thresholds are strongly recommended to seek profes-
sional advice.

Compulsory squeeze-out and sell-out of shares
Squeeze-out of shares
A shareholder in a listed company that, either on its own
or together with its corporate group or together with
parties with whom the shareholder is acting in concert,
holds 90% or more of the total number of votes in such
listed company, may demand, within three months of
reaching or exceeding the threshold, that the remaining
shareholders sell, to the major shareholder, all the shares
held by them.

The squeeze-out price is determined by law and may
not be lower than the price proposed in the last public
tender offer for all outstanding shares in the company.

Sell-out of shares

A minor shareholder in a listed company may demand
that a shareholder, or several shareholders acting in con-
cert, together holding 90% or more of the votes in the
company, acquires the shares it holds. This demand shall
be satisfied jointly by the shareholder that reached 90%
or more of the total number of votes and by its subsidiar-
ies and dominant entities within 30 days of the submis-
sion of such request. The obligation to acquire the
shares is borne jointly and severally by parties acting in
concert. A shareholder requesting sell-out of shares on
the basis specified above is entitled to be offered a price
not lower than that determined by law and not lower
than the price offered in the last public tender offer for
all outstanding (i.e. 100%) shares in the company.

Arctic Paper’s articles of association
Current articles of association

Below is an English translation of the current articles of
association, which is an unofficial in-house translation of
the original registered Polish version. In the case of any
discrepancy between the language versions, the Polish
version shall prevail.

ARTICLES OF ASSOCIATION OF ARCTIC PAPERS.A.
(the "Company”)

CHAPTERI
GENERAL PROVISIONS

ARTICLE 1

1.1 The name of the Company is: “ARCTIC PAPER"
Spotka Akeyjna (joint-stock company).

1.2 The Company may use the short name: “Arctic
Paper” S.A.

1.3 The Company's registered office is in Poznar.

ARTICLE 2
2.1 The duration of the Company is unlimited.

ARTICLE 3

3.1 The Company operates in the territory of the Repub-
lic of Poland and abroad.

3.2 The Company performs its business in accordance
with the provisions of the Commercial Companies
Code (Kodeks spotek handlowych) and other valid
legal regulations.

CHAPTERII
SCOPE OF THE COMPANY'S BUSINESS

ARTICLE 4

4.1 The Company's scope of activity comprises:

1) Production of paper and cardboard (PKD 17.12.2);

) Production of electricity (PKD 35.11.2);

) Transmission of electricity (PKD 35.12.2);

) Distribution of electricity (PKD 35.13.2);

) Production and supplies of steam, hot water and air
for air-conditioning systems (PKD 35.30.2);

a b wN
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6) Water intake, treatment and supply (PKD 36.00.2);

7) Activities of financial holdings (PKD 64.20.2);

8) Activities of head offices and holdings, excluding
financial holdings (PKD 70.10.2);

9) Other business operations and management con-
sulting (PKD 70.22.2);

10) Consultations related to Information Technology
(PKD 62.02.2);

11) Activities associated with computer equipment
management (PKD 62.03.2);

12) Installation of industrial machines, equipment and
accessories (PKD 33.20.2);

13) Lease and administration of owned and leased real
estates (PKD 68.20.7);

14) Engineering activities and related technical consult-
ing (PKD 71.12.2);

15) Rental and lease of other machines, equipment
and tangible assets, not classified elsewhere (PKD
77.39.2).

4.2 If a permission or concession is required to engage
in particular business activities, the Company shall
not undertake such activities until such permission or
concession has been obtained.

CHAPTERIII
SHARE CAPITAL OF THE COMPANY, FOUNDERS

ARTICLE 5

5.1 The Company'’s share capital amounts to PLN
55,403,500 (fiftyfive million four hundred three
thousand five hundred Polish Ztoty) and is divided
into:

5.1.1 50,000 (fifty thousand) series A ordinary bearer
shares;

5.1.2 44,253,500 (forty four million two hundred fifty
three thousand five hundred) series B ordinary
bearer shares;

5.1.3 8,100,000 (eight million one hundred thousand)
series C ordinary bearer shares;

5.1.4 3,000,000 (three million) series E ordinary bearer
shares.

5.2 The nominal value of each share is PLN 1.00 (one

Polish Ztoty).

Shares of series A, B, C and E were paid up in full

with cash.

Each share entitles to one vote at the General Meet-

ing.

(repealed)

The Management Board is authorized to execute

one or more increases of the share capital by

not more than PLN 120,000,000 (one hundred

twenty million Polish Ztoty) by issuing not more than

12,000,000 (twelve million) ordinary bearer shares

("Authorized Share Capital”) as follows:

a) The Management Board may exercise its right by
one or several share capital increases up to the
amount of the Authorized Share Capital;

b) the authorization granted by this section is valid
for up to three years, commencing upon entry of
the amended Articles of Association in the regis-
ter; through amendment of this Article 5.6;

c) shares issued within the Authorized Share Capital

5.3

5.4

5.5
5.6

can be paid for with cash or consideration in kind;
d)the issue price of shares issued within the Author-

ized Share Capital will be determined by the

Management Board in a resolution on increase

of the share capital under this authorization; and

consent of the Supervisory Board will not be

required, subject to the provisions of item (g);

e) a resolution adopted by the Management Board
based on the authorization granted in this article
replaces a resolution by the General Meeting on
increase of the share capital;

f) the Management Board controls all matters
relating to increase of the share capital within the
Authorized Share Capital, subject to the provi-
sions of this Article 5.6;

g) subject to the Supervisory Board’s consent the
Management Board is authorized to issue shares
against consideration in kind; determination by
the Management Board of the issue price against
consideration in kind is subject to the Supervisory
Board’s consent;

h) subject to the Supervisory Board's consent, the
Management Board is authorized to deprive the
existing shareholders of their pre-emptive rightin
full orin part.

5.7 Conditional increase of share capital

5.7.1 The nominal value of conditional share capital
increase is PLN 15,000,000 (fifteen million Polish
Ztoty) divided into ordinary bearer shares of D
series with nominal value of PLN 10 each;

5.7.2 The objective of the conditional share capital
increase is granting of the right to acquire series D
shares to holders of series A subscription warrants
issued by the Company pursuant to resolution
number 4 of the Extraordinary General Meeting
held on July 30, 2009 and the resolution of the
Ordinary General Meeting of June 8, 2010.

5.7.3 Theright to acquire series D shares must be exer-
cised by December 31, 2013.

ARTICLE 6

The exclusive founder of the Company is Arctic Paper
Kostrzyn S.A. joint stock company with its registered
office in Kostrzyn nad Odra.

ARTICLE 7

7.1 The Company's share capital may be increased
through issuance of new shares or an increase of the
nominal value of existing shares.

7.2 Anincrease of the Company'’s share capital may be
performed in exchange for cash consideration or
consideration in kind.

7.3 The Company'’s share capital may be decreased sub-
ject to the terms and conditions imposed by virtue
of a resolution adopted by the General Meeting.

7.4 The Company may issue new bearer shares or reg-
istered shares. The new shares may be paid for with
cash or consideration in kind.

7.5 The registered shares may be converted into bearer
shares. Conversion must be performed by the Man-
agement Board at a request from the shareholder.

7.6 Bearer shares may not be converted into registered
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shares.

7.7 Shares may be redeemed by way of purchase by
the Company (voluntary redemption) on conditions
specified in a resolution by the General Meeting,
adopted by a majority of 2/3 ' (two thirds) of votes
and with consent from the shareholder whose shares
are to be redeemed. Shares are redeemed by way of
decrease of the share capital.

CHAPTER IV
COMPANY'’S BODIES

ARTICLE 8

The Company's corporate bodies are:
a) the Management Board,;

b) the Supervisory Board;

c) the General Meeting.

THE MANAGEMENT BOARD

ARTICLE 9

9.1 The Management Board consists of one to five mem-
bers, including the President of the Management
Board.

9.2 The Management Board is appointed and recalled
by the Supervisory Board for a joint term of office.

9.3 The term of office for the Members of the Manage-
ment Board is three years.

9.4 (repealed)

ARTICLE 10

10.1 The President of the Management Board shall sum-
mon the meetings of the Management Board and
chair the meetings.

10.2 The Management Board adopts its resolutions
by majority of votes cast. Resolutions are inva-
lid unless at least a half of all members of the
Management Board are present at the meeting.
If the numbers of votes for and against are equal,
the President of the Management Board has the
decisive vote.

10.3 The detailed rules of operation of the Management
Board are set out in the Management Board By-
laws adopted by the Supervisory Board.

ARTICLE 11

111 The Management Board manages the Company’s
affairs and represents the Company.

11.2 If the Company’s Management Board consists of
more than one person, statements can be made
on behalf of the Company by the President of the
Management Board acting independently, or by
two members of the Management Board acting
jointly, or by one member of the Management
Board acting jointly with an authorized representa-
tive (Po: prokurent).

THE SUPERVISORY BOARD

ARTICLE 12

12.1 The Supervisory Board consists of five to seven
members appointed by the General Meeting for a
joint term of office.

12.2 The members of the Supervisory Board are elected
to remain in office for three years. The members of
the Supervisory Board may be appointed for suc-
cessive terms.

12.3 A member of the Supervisory Board may be re-
called at any time.

12.4 From the time when the General Meeting adopted
the resolutions constituting the basis to conduct a
first public issuance of shares and to introduce the
Company’s shares to trading on stock exchange,
two members of the Supervisory Board should be
independent. Independence of members of the
Supervisory Board shall be judged based on the
criteria set out in Enclosure Il to the Recommenda-
tion of the European Commission dated February
15, 2005 on the role of non-executive or super-
visory directors of listed companies and on the
committees of the (supervisory) board, wherein the
independent member must not be an employee of
the Company, or any of its subsidiaries or affiliates,
or enter into any actual and significant relationships
with any shareholder of the Company eligible to
execute 5% or more of the total number of votes
represented by all shares.

12.5 In case an independent member of the Supervisory
Board has been appointed, resolutions regarding
the following matters may not be adopted without
consent of at least one independent member of
the Supervisory Board:

a) any benefit given under any title by the Com-
pany or any entity associated with the Company,
to a member of the Management Board;

b) consent for the Company or any of its subsidiar-
ies to enter into a significant agreement with an
entity associated with the Company, member of
its Supervisory Board or Management Board, or
any entity associated with these entities, other
than contracts entered into as part of the Com-
pany’s normal business, on the ordinary terms
and conditions used by the Company;

c) appointment of an auditor to audit the Com-
pany’s financial statement.

12.6 Any persons who fail to satisfy the independence
criterion referred to in Article 12.4 above may be
elected as a member of the Supervisory Board and
the number of such persons may be greater than
stipulated in Article 12.4, if the number of elected
persons meeting the independence criterion is
smaller than stipulated in Article 12.4 above and
vacancies exist on the Supervisory Board.

12.7 For the avoidance of doubt it is assumed that the
loss of independence of a member of the Supervi-
sory Board and the lack of appointment of an inde-
pendent member of the Supervisory Board does
not invalidate decisions made by the Supervisory

! Please note that the majority requirement pursuant to the CCC is 3/4 (three fourths) of the votes cast, and is applicable in Arctic Paper even

though the articles of association states otherwise.
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Board. If an independent member of the Supervi-
sory Board ceases to be independent during his or
her period in office, his mandate shall not become
invalidated or expired.

ARTICLE 13

13.1 Either the Chairman or, in his absence, the Vice
Chairman of the Supervisory Board shall summon
and chair the meetings of the Supervisory Board.

13.2 The Chairman of the Supervisory Board shall
summon a meeting of the Supervisory Board at
a written request of the Management Board or a
member of the Supervisory Board.

13.3 Resolutions of the Supervisory Board cannot be
adopted, unless all members of the Supervisory
Board have been notified about the meeting by
registered mail, telefax or email, sent at least 15
days in advance of the meeting, and the majority of
members of the Supervisory Board are present at
the meeting. Resolutions can be adopted without
formal summon, if all members of the Supervisory
Board agree to vote with regard to a particular
matter or accept the contents of a resolution, which
is to be adopted.

ARTICLE 14

14.1 The Supervisory Board adopts its resolutions by
simple majority of votes cast. If the numbers of
votes for and against are equal, the Chairman of
the Supervisory Board has the decisive vote.

14.2 The Supervisory Board may adopt a resolution
using written procedure, if all members of the
Supervisory Board have been notified about the
contents of the draft resolution, subject to article
388 § 4 of the Commercial Companies Code.

14.3 The Supervisory Board may adopt resolutions us-
ing means allowing all members to communicate
directly over distance, if all members of the Super-
visory Board have been notified about the contents
of the draft resolution, subject to article 388 § 4 of
the Commercial Companies Code.

14.4 Members of the Supervisory Board may participate
in adopting resolutions by the Supervisory Board
by casting votes in writing through another mem-
ber of the Supervisory Board. Written votes cannot
be cast in voting concerning a matter put on the
agenda at the meeting of the Supervisory Board.

14.5 The detailed rules of operation of the Supervisory
Board are set out in the By-laws of the Supervisory
Board, adopted by the General Meeting.

ARTICLE 15
15.1 The Supervisory Board supervises the Company’s
activities, reviews its accounts and accounting
ledgers at any time, and performs assessments of
the Company’s financial situation.
15.2 The duties of the Supervisory Board include, in
particular:
a) to evaluate the Company'’s financial statements;
b)to evaluate the Management Board's statements
of the Company’s activities and the Manage-
ment Board's requests regarding distribution of

profits and coverage of losses;

c) to submit to the General Meeting annual written
statements of the results of the above assess-
ments;

d)to appoint and recall the Members of the Man-
agement Board, including its President, and to
determine the remuneration of the Members of
the Management Board;

e) to appoint an auditor for the Company; and

f) to give its consent for the Management Board to
pre-payment against the dividend expected as
at the end of the financial year.

15.3 Members of the Supervisory Board perform their
duties in person.

THE GENERAL MEETING

ARTICLE 16

16.1 The General Meeting shall be held either in the
Company’s registered office or in Warsaw.

16.2 A General meeting may be ordinary or extraordi-
nary.

16.3 An Ordinary General Meeting should be held no
later than six months after the end of each financial
year.

ARTICLE 17

171 A General Meeting is opened by the Chairman of
the Supervisory Board or a person indicated by
him, after which the Chairman of the General Meet-
ing is elected.

17.2 The voting is open, unless any of the sharehold-
ers demands secret voting or it is required by the
Commercial Companies Code.

17.3 Unless the Commercial Companies Code or the
Company's Articles of Association provide other-
wise, the resolutions of the General Meeting are
adopted by a simple majority of votes cast.

ARTICLE 18
18.1 The following matters fall within the exclusive com-
petencies of the General Meeting:

(a) examination and approval of the Management
Board's statement of the Company’s activities
and the Company’s financial statement for the
previous financial year;

(b) acknowledgment of performance of duties by
the Management Board and Supervisory Board
members duties;

(c) decisions regarding distribution of profit or
coverage of losses;

(d) change of the scope of the Company’s business
activity;

(e) amendment of the Company'’s Articles of As-
sociation;

(f) increase or decrease of the Company’s capital;

(g) merger of the Company with another company
or companies, division of the Company or trans-
formation of the Company;

(h) dissolution and liquidation of the Company;

(i) emission of convertible bonds or bonds with
pre-emption rights and issuance of subscription
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warrants;

() purchase and sale of real estate;

(k) disposal and lease of an enterprise or any
organized part thereof and establishment of a
limited property right thereupon; and

(I) any and all other matters, for which the present
Articles of Association or the Commercial Com-
panies Code require a resolution of the General
Meeting.

18.2 The detailed rules of operation of the General

Meeting are set out as the By-laws of General

Meeting, adopted by the General Meeting.

CHAPTERV
THE COMPANY'’S OPERATIONS

ARTICLE 19

19.1 The Company'’s accounts and reporting shall be
managed in accordance with Polish regulations.

19.2 The Company'’s financial year is the calendar year.

19.3 Regardless of the supplementary capital, which
is increased by at least 8% of total profits for the
specific financial year, until it reaches at least one-
third of share capital, the Company may also create
other capital to cover particular losses or expenses,
including funds for payment of future dividends
(reserve capital).

ARTICLE 20
(cancelled)

ARTICLE 21

21.1 If the Company has the status of a public company,
the Ordinary General Meeting shall specify the
date, as upon which the list of shareholders eligible
for dividend for a given financial year is drawn up
(the day of dividend) and the date of payment of
such dividend.

21.2 The day of dividend may be set on the date of
adopting a resolution or within three months from
that day.

21.3 Subject to the legal regulations, the Company’s
Management Board is authorized to make pre-
payment against the dividend expected as at the
end of the financial year, to the shareholders of the
Company.

CHAPTER VI
FINAL PROVISIONS

ARTICLE 22

22.1 The Company’s notices which are required to be
published subject to the legal regulations, shall
be published in Monitor Sadowy i Gospodarczy
(Court and Economic Monitor).

22.2 The official language of the Company is the Polish
language.

22.3 In case of liquidation of the Company, the General
Meeting shall appoint liquidators of the Company
and determine the method of liquidation.

22.4 The competencies of the members of the Manage-
ment Board expire on the date indicated in the

resolution of the General Meeting on the appoint-
ment of liquidators.

22.5 The General Meeting and the Supervisory Board
retain their powers until the liquidation is complet-
ed.

22.6 Copies of this deed can be given also to the Com-
pany and its new shareholders.

Proposed changes of the articles of association

The below amendments are expected to be adopted
by the general meeting in Arctic Paper that is convened
for purposes of approving the Offer and to issue shares
in conection with the Offer. The amendments below are
made with the purpose to, among other things, issue
warrants to Nemus Holding in exchange for Nemus
Holding lending its shares to the Company to be deliv-
ered as consideration in the Offer.

New items 16) and 17) in article 4:

16) Wholesale trade services of other intermediate
products (46.76.2);

17) Non-specialized wholesale trade services (46.90.2).

Amendment of article 5:

5.6 (Repealed)

5.7 The nominal value of the conditional increase of

the share capital of the Company will not exceed PLN

30,061,464 (in words: thirty million sixty one thousand

four hundred sixty four zloty and will be divided into:

1) 1,500,000 (one million five hundred thousand) ordi-
nary bearer shares series D with a nominal value of
PLN 1 (one zloty) each,

2) no more than 28,561,464 (twenty eight million five
hundred sixty one thousand four hundred sixty four)
ordinary bearer shares of series F with a nominal value
of PLN 1 (one zloty) each.

5.8 The purpose of the conditional share capital increase

is:

1) granting a right to subscribe for series D shares to the
holders of series A subscription warrants issued by the
Company pursuant to Resolution no. 4 of the Extraor-
dinary General Meeting of the Company of July 30,
2009 and the resolution of the Extraordinary General
Meeting of the Company of June 8, 2010, amended by
resolution no. 30 of the Ordinary General Meeting of
the Company of June 28, 2012,

2) granting a right to subscribe for series F shares to the
holders of series B subscription warrants issued by the
Company pursuant to resolution no. 4 of the Extraor-
dinary General Meeting of the Company of December
3,2012.

5.9 The holders of series B subscription warrants issued

by the Company pursuant to Resolution no.4 of the

Extraordinary General Meeting of the Company of De-

cember 3, 2012 will be authorized to subscribe for series

F shares.

5.10 The right to subscribe for series D shares can be

exercised until December 31, 2013.

5.11 The holders of series B subscription warrants,

referred to in section 5.8 item 2) of these articles of asso-

ciation will be entitled to exercise the right to subscribe

for the series F shares until June 30, 2013.
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5.12 Series D and series F shares shall be issued against
cash contributions.

Amendment of article 16:

1) The General Meetings will be held at the registered
office of the Company or in Warsaw.

2) General Meetings can be ordinary or extraordinary.

3) The Ordinary General Meeting must be held within six
months after the end of each financial year.

Amendment of article 17:

1) The General Meeting will be opened by the Supervi-
sory Board Chairman or the person appointed by the
Chairman, and thereafter the Chairman of the General
Meeting will be appointed.

2) Voting will be open unless any of the shareholders
requests secret voting or such voting is required by
the provisions of the Commercial Companies Code. If
the Commercial Companies Code stipulates voting by
name, the request for secret voting will be ineffective.

3) Unless the Commercial Companies Code or the arti-
cles of association of the Company stipulate other-

wise, the resolutions of the General Meeting shall be
adopted by an absolute majority of votes.

4) Commencing on January 1, 2014, the shareholders
can participate in the General Meeting with the use of
means of electronic communication.

5) Prior to January 1, 2014, the Management Board may
adopt a resolution on making it possible for the share-
holders to participate in the General Meeting with the
use of means of electronic communication.

6) The Management Board of the Company shall be
authorized to specify the detailed rules for this man-
ner of participation of the shareholders at the General
Meeting, including the requirements and limitations
necessary to identify the shareholders and ensure
safety of electronic communication.
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Auditor’s report regarding historical financial information

Ernst & Young Audit Sp. z o.0.
1L Rondo ONZ 1

H ‘ H M [ S ERNSTRYOUNG s

+48 22 557 70 00
+48 22 557 70 01
warszawa@pl.ey.com

INDEPENDENT AUDITOR’S OPINION

To the Supervisory Board and Shareholders’ Meeting of Arctic Paper S.A. (‘the Company”’)

For the purpose of this Offer Document and in accordance with the requirements of the Commission
Regulation (EC) No. 809/2004 of 29 April 2004 implementing Directive 2003/71/EC of the European
Parliament and of the Council as regards information contained in prospectuses as well as the format,
incorporation by reference and publication of such prospectuses and dissemination of advertisements
(‘the Regulation’), we have audited as presented herein, the historical consolidated financial
information of the Arctic Paper S.A. Capital Group (‘the Group’), in which the Company is the
holding company, which comprise the consolidated income statement, the consolidated statement of
comprehensive income for the years ended 31 December 2009, 31 December 2010 and 31 December
2011, consolidated statement of financial position as at 31 December 2009, 31 December 2010 and 31
December 2011, the consolidated cash flow statement and the consolidated statement of changes in
equity for the years ended 31 December 2009, 31 December 2010 and 31 December 2011, and the
summary of accounting policies and other explanatory notes (“the attached historical consolidated
financial information™).

Management's Responsibility for the Attached Historical Consolidated Financial Information

The Company’s Management is responsible for the preparation and fair presentation of the attached
historical consolidated financial information in accordance with International Financial Reporting
Standards as adopted by the European Union. This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error, selecting
and applying appropriate accounting policies, maintenance of appropriate consolidation documentation
and making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on the attached historical consolidated financial information
based on our audit. We conducted our audit of the attached historical consolidated financial
information in accordance with International Standards on Auditing.

Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the attached historical consolidated financial information
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the historical consolidated financial information. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the historical consolidated
financial information, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the historical
consolidated financial information in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the internal
control of Group entities. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the Company’s Management, as well as
evaluating the overall presentation of the attached historical consolidated financial information.

Ernst & Young in Poland is A Member Practice of Ernst & Young Global
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the attached historical consolidated financial information present fairly, in all material
respects, the financial position of the Group as at 31 December 2009, 31 December 2010 and 31
December 2011 and its financial performance and cash flows for the years ended 31 December 2009,
31 December 2010 and 31 December 2011 in accordance with International Financial Reporting
Standards as adopted by the European Union.

Ernst & Young Audit sp. z 0.0.

Warsaw, 5th November 2012
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Description of Rottneros

Rottneros produces market pulp, i.e. paper pulp that is sold on the open market,
in contrast to pulp that is produced at mills with integrated paper production.
Rottneros has an annual production capacity of just below 400,000 tonnes of pulp,
produced at two mills in Sweden. In 2011 Rottneros employed around 300 people,
the majority in Sweden and had sales amounting to approximately SEK 1.5 billion.
Rottneros’ shares have been listed on what is now NASDAQ OMX since November

1987.

Business overview

Business model

Rottneros operates in the pulp market and is a global
supplier of bleached and unbleached long fiber chemi-
cal pulp as well as mechanical CTMP and groundwood
pulp.

Pulp is produced at two Swedish pulp mills: Vallvik
Mill produces long fiber chemical bleached sulphate
pulp and long fiber chemical unbleached pulp while
Rottneros mill manufactures mechanical CTMP pulp
and groundwood pulp. The mills are independent profit
centers and have their own sales organizations.

Objective and strategy

Rottneros has a number of overall objectives for its

operational activities aimed at generating a competitive

return for shareholders over the course of a business
cycle through growth in value and dividend yield. In or-
der to achieve this objective, Rottneros needs to create
added value for its customers as well as be an attractive
employer and competitive producer.

One of Rottneros’ objectives is growth. In order to
create the preconditions for growth, Rottneros works
according to two main strategies:

e Rottneros is looking for development opportunities to
strengthen its existing pulp operation through strate-
gic alliances in Sweden and abroad. Rottneros is pre-
paring for a possible entry into related activities where
the group’s knowledge of pulp refining is used and
represents a precondition and where there are also
clear synergy effects. One step in this development is
that the group is running projects in cooperation with
industrial and financial partners which are intended to
lead to the production of high-refined biofuel at both
mills.

Another objective is for Rottneros to gradually lay the
foundation for a less volatile earnings trend over the
course of a business cycle by focusing increasingly on

more specialized grades of pulp.

Financial objectives

Rottneros has defined a number of financial objectives.

These are:

e profitability (measured as return on capital employed)
that exceeds the profitability for comparable pulp
producing companies;

® adebt/equity ratio of no more than 0.4 times share-
holders’ equity.

Products and units
Rottneros mainly comprises two pulp mills: Vallvik and
Rottneros mill. Rottneros also has a subsidiary for timber
purchases in Latvia, SIA Rottneros Baltic, which supplies
Vallvik with some of the pulpwood used by the mill.
Rottneros Packaging produces food packaging to a
limited extent.

Rottneros manufactures long fiber chemical pulp
and two categories of mechanical pulp — groundwood
pulp and CTMP. Chemical pulp is produced at Vallvik
and mechanical pulp at Rottneros mill. All of the pulp
produced by Rottneros is TCF bleached, which means
that it is completely chlorinefree. A large proportion of
the Rottneros’ pulp products are customized. Rottneros’
pulp mills have a combined annual production capacity
of just below 400,000 tonnes. Production amounted to
324,100 tonnes in 2011 compared with 323,000 tonnes in
2010. Deliveries in 2011 amounted to 311,400 (330,300)
tonnes, which represents a reduction of six percent. The
reason for the reduced delivery volume is primarily re-
duced supplies of groundwood pulp from Rottneros mill.

Rottneros’ products

@ Sulphate pulp, 64%
@® Groundwood pulp, 17%
© CTMP, 14%

Other, 5%
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Rottneros mill

Products

The Rottneros mill manufactures two categories of me-
chanical pulp: CTMP (Chemi-Thermo-Mechanical Pulp)
and groundwood pulp. This pulp accounts for around

a third of Rottneros’ production. When CTMP is being
produced, the wood is mildly pre-treated with chemicals
at a raised temperature.

Pulp is produced in both bleached and unbleached
grades. Spruce is the dominant raw timber, but pine,
birch and aspen are also used. Combining different
kinds of tree in various ways achieves pulp grades with
different properties, which also affects the field of
application. Rottneros’ CTMP that is made from aspen
and birch is mainly used for printing and writing paper,
while CTMP made from pine and spruce is largely used
by board manufacturers. Other applications for special
CTMP grades include the manufacture of filters and
tissue paper. The grades of groundwood pulp manu-
factured by Rottneros are specially adapted to produce
different kinds of printing paper. The unique property
of groundwood pulp is high opacity (degree of opaque-
ness), which is a particularly important property for thin
printing paper. Spruce is used exclusively as the raw
timber for this. Groundwood pulp is available in both
unbleached and bleached grades with different levels of
lightness.

In May 2012 the Board of Rottneros decided to
immediately commence negotiations concerning the
termination of continuous groundwood pulp production
at the Rottneros mill.

The market

Global production of mechanical pulp for the market
amounted to between three and four million tonnes in
2011. Global market capacity largely remains the same,
as the production facilities that have recently been set
up in China are primarily for domestic use. The world’s
largest manufacturer is Canadian Tembec. Other major
manufacturers are the Canadian companies Millar West-
ern and West Fraser, the Finnish company M-real and
the Chinese company APP. Rottneros’ largest markets for
mechanical pulp in 2011 were Italy, India and Sweden,
which accounted for 44, 15, and 12 percent of the deliv-
eries respectively.

Production

The Rottneros mill has two separate manufacturing lines
for groundwood pulp and CTMP. Both processes are
eco-friendly, and the high utilization of raw materials
entails a low level of wood consumption per tonne of
pulp produced. However, both processes are intensive
in respect of electrical power, which means that the mill
is exposed to electricity prices. Rottneros mill has an
annual manufacturing capacity of approximately 170,000
tonnes, which makes the mill one of the world’s largest
producers of mechanical market pulp. The mill has just
over 100 employees after the staff cuts made at the end
of 2011. With this level of staffing, practical production
capacity is around 150,000 tonnes.

124,500 tonnes were produced in 2011, representing
a reduction of 14,000 tonnes or ten percent compared
with 2010. The reason for the decrease in production
was a weak market for printing paper, which is the pri-
mary application for Rottneros’ groundwood pulp. The
CTMP market was also weak.

The mill initiated a review of the customer and prod-
uct mix in 2009. This resulted in an increased focus on
pulp for, among other things, the production of board,
filter pulp, high bulk printing and writing paper and thin
printing paper. This is a segment where customers can
exploit the unique properties of mechanical pulp. In
2011, the printing paper market was weak not only for
business cycle reasons, but also structural reasons as an
increasingly large proportion of media consumption has
moved to digital media. In order to compensate for this
in the long term, the mill will increasingly focus on CTMP
for packaging, i.e. board; this is considered to be a seg-
ment with long term market growth. Another reason for
this venture is that this pulp is manufactured from timber
from spruce and pine trees, and there is good access
to these in the proximity of Rottneros mill. This was also
reflected in the product trends for 2010 and 2011.

Rottneros mill is continuing to take measures to
increase productivity and reduce energy consumption
per tonne of pulp produced. Energy consumption per
tonne of pulp has fallen by approximately 20 percent
since 2004.
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Vallvik mill

Products

Long fiber chemical sulphate pulp is produced at Vallvik
and accounts for just under two thirds of the group's
production. Most of Vallvik mill’s production is what is
known as ‘NBSK pulp’ (Northern Bleached Softwood
Kraft). NBSK is the term used for the most common type
of long fiber pulp and is the pulp generally referred to in
official price indications; for example, in the weekly PIX
price reported in USD/tonnes for Europe, North America
and China. The NBSK pulp produced by Vallvik is called
'ECF pulp’ (Elemental Chlorine Free) which indicates the
type of bleaching used in the manufacturing process.
This pulp is used to whiten or lighten paper and board
products and above all for the manufacture of printing
and writing paper, hygienic papers and white packag-
ing. Long fiber pulp constitutes the element that adds
strength to various grades of paper and its reinforce-
ment properties are consequently important. This reaps
the full potential of the slowgrowing, strong North Scan-
dinavian spruce and pine fiber used by Rottneros. Vallvik
also produces UKP (Unbleached Kraft Pulp), which is an
unbleached sulphate pulp of very high purity. The high
quality of this UKP pulp, which has been developed over
many years, has made Vallvik a globally leading supplier
of this pulp, which is used by transformer and cable
manufacturers. Vallvik mill's pulp is flash-dried. This
gives it certain specific properties and makes it particu-
larly appropriate for manufacturing, among other things,
filters and other absorbent products.

The market

It has now been many years since any new pulp mills or
new production lines for long-fiber chemical pulp have
been set up anywhere in the world. Global capacity has
been affected by a combination of factors.

These include, among other things, normal small-scale
improvements to existing installations and the Chilean
pulp mills, which were badly affected by the earthquake
in 2010, once again producing at full capacity in 2011.
Furthermore, several small pulp mills closed down and
a number were converted to produce ‘dissolving pulp’
for viscose manufacture. In 2011, Rottneros' largest

individual markets for long fiber chemical pulp were
Germany followed by the USA and Sweden. Long-fiber
pulp accounts for just over 40 percent (almost 25 million
tonnes) of the total market for bleached chemical market
pulp, which is estimated to be around 55 million tonnes.
The largest producers are Arauco (Chile), Domtar and
Canfor (USA/Canada), Botnia (Finland), Sédra (Sweden)
and Mercer (Canada /Germany).

Production

The production of long fiber sulphate pulp, which is
manufactured at Vallvik, is less energy intensive than

the manufacture of groundwood pulp and CTMP, which
means that the mill is not as exposed to electricity prices
as Rottneros mill. A large proportion of the electricity
used is produced at the mill, which means that the mill

is virtually energy neutral. Vallvik has an annual manu-
facturing capacity of approximately 240,000 tonnes and
around 160 employees.

In 2011, 199,600 tonnes were produced, compared
with 184,500 tonnes in 2010, representing an increase
of eight percent. Production was adversely affected by
the cold winter at the start of the year and increased
investing activities at the end the year. In 2011, the final
part of the investment programme was implemented of
just above SEK 250 million in total. This started in 2009
with improvements to the closure of the water loops in
the bleaching plant at a cost of SEK 90 million and the
commissioning of a new biological purification plant.
These investments resulted in capacity increasing from
200,000 to approximately 240,000 tonnes. The objec-
tive is to increase capacity even further. The mill has
obtained a permit to produce 242,000 tonnes of pulp
up until 2014 and is planning for a long term objective of
almost 300,000 tonnes after 2015.

Like Rottneros mill, Vallvik has been affected by the
weak printing and writing paper market. However, this
has been compensated by a strong market for pulp
for electrical applications, filters, packaging and tissue
paper. Europe is the main market for Vallvik. A predomi-
nant part of Rottneros production is sold there, while the
remainder, which primarily comprises niche products,
is sold to the USA. Having a large proportion of sales to
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the European market forms part of the group’s endeavor
to increase margins by reducing freight charges. The
proportion of sales to customers in Europe increased in
2011.

SIA Rottneros Baltic

Rottneros imports some of its raw timber primarily from
Latvia through its subsidiary SIA Rottneros Baltic, which
is a strategic component of the Rottneros’ supply of
raw materials. The company is also able to contribute to
the acquisition of raw timber from the rest of the Baltic
region, Russia and Belarus. These imports, which are
mainly for Vallvik, cover approximately 15 percent of the
mill’s pulpwood requirements. SIA Rottneros Baltic has
five employees.

Rottneros Packaging - SilviPak

Rottneros Packaging AB is a subsidiary in the Rottneros
group producing food packaging manufactured from
pulp fiber under the brand name SilviPak. The packag-
ing is primarily used for frozen and chilled pre-portioned
food for small households and is sold, for example, in
supermarkets and by industrial kitchens and restaurants.
Operations started in the spring of 2006. Packaging

is produced at Rottneros mill and three people are
employed.

Organization

Rottneros

Strategic
Projects
| | 1
Vallvik Rottneros Rottneros
mill mill Baltic SIA

Legal structure

Votes/share of

Legal entity equity Country
Rottneros AB Sweden
Rottner'e‘s Bruk AB H 100 F;ercent Sweden
Utansja‘éruk AB 100 eercent Sweden
Vallviks Bruk AB 100 percent Sweden
Rottner'e‘s Packaginé AB 100 };ercent Sweden
SIA Rot:t::r:weros Baltic:: 100 éercent LatV|a

History

Rottneros’ origins date back to the 17th century. Like
many of today’s forestry companies, the company’s roots
are in the iron industry.

2009
A preferential rights issue of SEK 225 million was carried
out in 2009 as well as a set-off issue, which converted
SEK 200 million of liabilities into shares.

Rockhammar Mill was sold to Korsnas AB per 1 April
2009. The operation at Rottneros’ pulp mill in Rottneros
Miranda S.A. ceased at the turn of the year 2008/2009.

2008

The business area Rottneros Packaging is regrouped

to Rottneros Packaging AB with production in SilviPak

Rottneros Sweden and SilviPak Miranda Spain.
Production at Utansjo Mill closed down during May/

June 2008.

2006

Rottneros expands its operations and starts a new busi-
ness area, Rottneros Packaging, for the production of
trays made of pulp.

2005
Production line for CTMP taken into operation at Utansjo
Mill.

1999
Pulp mill in Miranda, Spain acquired from Kimberly-
Clark.

1995
Vallvik Mill acquired from AssiDomén.

1992
Rottneros undergoes restructuring.

1991
Utansjo Mill acquired from Graninge.

1987

Rockhammar Mill acquired from the Arel family — its prin-
cipal shareholder — and other shareholders. Following
the acquisition Rottneros is listed on the stock exchange.

1981
Carl-Johan Wettergren acquires Rottneros from Vaner-
skog.

1976
Rottneros, owned by the Méller and Horn af Aminne
families, is sold to Véanerskog.

1887

First wood-pulp mill built at Rottneros Falls, starting
Rottneros’ move away from the iron industry and into
forestry.
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Summary of financial information
Financial information for the group

Summary consolidated income statement

January-September January-December
(unaudited) (audited)
(SEK million) 2012 201 201 2010 2009
Net turnover 1,108 1176 1,513 1,684 1,508
T s S A _5063 ................................................ 6 0_25 _179

Other income

Total operating revenues

Operating costs

Raw materials and consumables

Other costs

Personnel costs

Depreciation/amortisation and write-downs of
intangible and tangible assets -40 -17 -120 -86 -104

Operating profit/loss 5 -74 -117 138 -166

Financial items

Financial income

Financial expense

Total financial items

Income/loss after financial items 6 -76 -120 138 —69H
Tk on ncoms forthe yesr g _20 L _13 ...................... O
NCOMEILOSS FOR e VEAR _3 .................. _96 ........................................... TR 125 ................. _69
Average no. of shares V2 7 152572 152572 152572 152,572 26,884
Earnings after tax/share (SEK) 29 2002 T o o082 559

The number of shares is stated in thousands, excluding treasury shares held by Rottneros.
2The comparative figures have been adjusted for the reverse split of shares implemented during April 2010.
¥ Earnings after tax per share, after dilution, is the same as the profit after tax per share.
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Summary consolidated balance sheet

(unaudited) (audited)
30 September 31 December
(SEK million) 2012 201 201M 2010 2009

ASSETS

Fixed assets

Intangible fixed assets

Tangible fixed assets

Derivative instruments

Deferred tax assets

Other financial fixed assets

Total fixed assets

Current assets

Inventories, etc.

Accounts receivable

Other current receivables

Tax assets

Derivative instruments

Cash and cash equivalents

Total current assets

Assets in discontinued operations H
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Other injected capital

Buy-back of treasury shares

Other reserves

Profit brought forward

Total equity

Non-current liabilities

Interest-bearing liabilities

Non-interest-bearing liabilities

Derivative instruments

Deferred tax liabilities

Total non-current liabilities

Current liabilities

Interest-bearing liabilities

Accounts payable

Other non-interest-bearing liabilities

Derivative instruments

Other provisions

Total current liabilities

Liabilities in discontinued operatidﬁs
TOTAL EQUITY AND LIABILITIES
Pledged assets

Contingent liabilities

For unaudited financial statements for the interim periods some balance sheet items have been presented in a con-
densed format which makes line by line comparisons with year-end numbers difficult.
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Summary consolidated cash flow statement

January-September January-December
(unaudited) (audited)
(SEK million) 2012 201 201 2010 2009

Current operations
Operating income 5 -74 -117 138 -166

Depreciation/amortisation/write-downs

Gains/losses on sale of fixed assets

Gains/losses on sale of emission allowan

Write-downs of receivables

Other items not affecting the cash flow -5 1 14 4 37

‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ S
e L o 5
teroat paid and simiar ftoms R
ncome tox roceived/paid e e S

Cash flow from current operations before changes
in working capital

Changes in working capital

Change in inventories

Change in current receivables

Total change in working capital

Cash flow from current operations

Investment activities

Acquisition of intangible fixed assets

Acquisition of tangible fixed assets

Sale of intangible fixed assets

Sale of tangible fixed assets

Acquisition of financial fixed assets

Change in long-term receivables
Cash flow from investment activities -43 -65 -148 -108 115

Financing activities

Payment from ordinary share issue

Payment from issue of warrants

Borrowing

Repayment of loans
Paid dividend

Cash flow from financing activities

Cash flow for the year

Undrawn credit facilities
Available liquidity at year-end 84 263 225

For unaudited financial statements for the interim periods some balance sheet items have been presented in a con-
densed format which makes line by line comparisons with year-end numbers difficult.
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Key ratios for the group

January-September
(unaudited)

January-December
(audited)

(SEK million)

2012

2011 20M 2010 2009

Operating margin, %

Profit margin, %

Return on capital employed, %

Return on equity after full tax, %

Equity/assets ratio, %

Debt/equity ratio

Interest coverage ratio
Equity/share, SEK"

Average no. of employees

" There was a reverse share split in April 2010, where ten existing shares were combined into one share. The comparision periods have been

adjusted for this reverse split.

Definitions
Equity/assets ratio
Shareholders’ equity as a percentage of total assets.

Interest-bearing net assets/liabilities
Liquid assets minus interest-bearing liabilities.

Debt/equity ratio
Interest-bearing net assets/liabilities divided by share-
holders’ equity.

Operating margin
Operating profit after depreciation as a percentage of
net turnover for the period.

Profit margin
Profit after net financial items as a percentage of net
turnover for the period.

Net profit/loss
Net profit/loss is the profit/loss after tax.

Earnings per share
Net profit/loss divided by the average number of shares.

Return on capital employed
Profit after net financial items plus interest expense
divided by the average capital employed.

Capital employed
Balance sheet total less non-interest-bearing operating
liabilities including deferred tax liabilities.

Return on equity
Net profit as a percentage of average shareholders’

equity.

Interest coverage ratio
Profit after net financial items plus interest expense,
divided by interest expense.
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Share capital and owership structure
etc.

The Rottneros share (ISIN code SE0000112252) has been
listed on NASDAQ OMX (ticker RROS) since November
1987. Rottneros is included in the Small Cap segment
and is classed as a company in the Materials sector.
Rottneros had a market value of approximately SEK 307
million at the end of 6 November 2012, the last trading
day prior to announcement of the Offer. There were
16,543 shareholders on 28 September 2012.

The share capital amounts to SEK 153.4 million divided
between 153,393,890 shares. All shares carry equal vot-
ing rights and equal rights to the company’s capital and
profit. All shares are of the class ‘ordinary shares’ and have
a quota value of SEK 1 per share. All shares have been
fully paid for. The AGM on 22 April 2010 resolved to carry
out a reverse share split, where ten existing shares are
combined as one share. The AGM also resolved to have a
directed new issue of 31 shares with a view to achieving a
number of shares that was evenly divisible by ten. In April
2010 the directed new issue resolved at the AGM was
implemented and the record day for the reverse split was
7 May 2010.

Share-related incentive programs

The AGM on 22 April 2010 resolved to issue no more
than 30 million subscription warrants to be used for

an incentive programs for eight senior executives. Ten
subscription warrants entitle the holder to subscribe

for one ordinary share in Rottneros. The subscription
warrants were issued without payment and could only
be subscribed for by Rottneros’ wholly owned subsidiary
Utansj6 Bruk AB. Following subscription, eight senior
executives were offered the opportunity to acquire to
varying extents subscription warrants for SEK 0.10 per
subscription warrant. In total, 12 million of these sub-
scription warrants were transferred to those entitled to
subscribe for the market price. Rottneros has cancelled
subscription warrants that were not assigned and the
dilution effect will amount to 0.8 percent in the event that
all warrants are exercised. The issue price for each ordi-
nary share is based on the average latest price paid for

a Rottneros’ share on NASDAQ OMX during the period
23 April 2010 to 6 May 2010 and is determined consider-
ing Black & Scholes’ valuation model so that the warrant
premium amounts to SEK 0.10 at the time the subscrip-
tion warrant is transferred. The issue price thus amounts
to SEK 9.75 per share. Warrants may only be subscribed
for during the periods 17 May 2011 to 31 March 2013 and
1 April 2013 to 16 May 2013. The lowest subscription for
each warrant holder and on each occasion during the pe-
riod 17 May 2011 to 31 March 2013 is 10,000 shares. Each
warrant holder may only call for subscription on one oc-
casion during the period 1 April 2013 to 16 May 2013. No
shares had been subscribed for as at 31 December 2011.
A share added through subscription entitles the holder to
a profit dividend from and including the first record day
for dividends that occurs after the subscription has been
executed to such an extent that the share is entered in
the company'’s register of shareholders.

Possession of own shares

The Annual General Meeting held in 2011 authorized the
Board to make decisions on transferring shares in the
company (shares previously acquired under the com-
pany'’s buy-back program) on one or several occasions
during the period up until the next AGM. No such trans-
fer has yet taken place. Rottneros’ holding of treasury
shares amounts to 821,965. This is corresponding to 0.5
percent of the share capital.

Shareholders and shareholder structure

The table below shows the ten largest shareholders
in Rottneros as of 30 September 2012 (and thereafter
known changes).

Shareholders No. of shares % of votes

Nemus Holding 30,857,435
Skagen \;ékst 11,452,911
Danske Bank A/S 6,451,273
DNB Bank ASA Markets 6,451,273
Clearstre;m BankingHSA 5,6;(5’],100
Robur Férsikring 4,754,414
Aliz Invest AB 4,500,000
JP Morg;ﬁ Bank 3,862,532
BBVA Ireland P.L.C. 2,323,139
Férsékriﬁ‘ésaktiebola“get,

Avanza Pension 2,318,608
Other sh"a}eholders i 74,(')‘5'3‘9,240
Total ouE;tanding sﬁares 152,5;1,925
Treasury:;hares i ééL%S

Total nurﬁber of sha"res 153,353,890

The table below shows the number of shareholders
and their distribution between different holding size
intervals.

Number of shares No. of holders % of share capital

1-500 8,252
5011000 2,734
1001 - 5000 3,588
5001 - 10000 ” 991
10001-15000 304
15001-20000 180
20001 - ” 494
Total ” 16,543

Share price development

The graph below illustrates the Rottneros share price
development between January 2010 and until one trad-
ing day prior to the launch of the Offer.
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Shareholders agreement

As far as the board of Rottneros knows there are no
shareholder agreements or other arrangements be-
tween Rottneros shareholders aiming to jointly influence
Rottneros. As far as the board is aware, there are no
agreements or that may lead to the control of Rottneros
changing.

Dividend policy

The level of dividends is to be adapted to Rottneros’
performance level, debt/equity ratio, general financial
status, future development opportunities and invest-
ment needs. Rottneros’ capacity to pay dividends should
be viewed over the entire business cycle rather than

for an individual year. This means that dividends will be
restrained in good years so that it will be possible to pay
dividends in years where results are weaker. A dividend
of SEK 0.10 per share has been distributed for the oper-
ating year 2011.

Board, senior executives and auditors
Board of directors

Kjell Ormegard, born 1949

Chair of the Board since 2010. Member of the Board
since 2007.

Education: MBA.

Other assignments/positions: Board member of Allman-
na Anke- och Pupillkassan in Sweden.

Holdings own and those of closely related persons, of
financial instruments: 100,000 shares

Roger Asserstahl, born 1943

Member of the Board since 2008.

Education: M.Sc. Forestry.

Other assignments/positions: Board member of Bergvik
Skog AB.

Holdings own and those of closely related persons, of
financial instruments: 12,000 shares

Ingrid Westin Wallinder, born 1957

Member of the Board since 2006.

Education: LLM.

Other assignments/positions: Attorney and partner at

Ramberg Advokater AB. Board member of Uppsala Uni-
versity's Trusteeship and Cooperative Association and
Ramberg Advokater AB.

Holdings own and those of closely related persons, of
financial instruments: —

Bengt Unander-Scharin, born 1943

Member of the Board since 2010.

Education: MBA.

Other assignments/positions: Chair of Ljungtré AB.
Holdings own and those of closely related persons, of fi-
nancial instruments: 20,000 shares which are all invested
in endowment insurance.

Bengt Ake Andersson, born 1951

System Technician, Vallvik Bruk AB. Employee repre-
sentative. Member of the Board since 2009.
Education: -

Other assignments/positions: -

Holdings own and those of closely related persons, of
financial instruments: —

Mikael Lilja, born 1966

Mechanic, Rottneros Bruk AB Employee representative.
Member of the Board since 2008.

Education: -

Other assignments/positions: Member of the executive
committee of the Swedish Paper Workers’ Union.
Holdings own and those of closely related persons, of
financial instruments: —

Thomas Wasberg, born 1962

Operator, Vallvik Bruk AB. Employee representative.
Deputy board member since 2009.

Education: -

Other assignments/positions: Member of the Swedish
Paper Workers’ Union.

Holdings own and those of closely related persons, of
financial instruments: —

Senior Executives

Ole Terland, born 1958

President and CEO, employed since 2008.

Education: Licentiate of Engineering.

Other assignments/positions: Member of the board of
the Swedish Forest Industries Federation.

Holdings own and those of closely related persons, of
financial instruments: 440,237 shares, of which 400,000
are invested in endowment insurance and 5 million
subscription warrants.

Tomas Hedstrém, born 1960

CFO, employed since 2010.

Education: MBA.

Other assignments/positions: Owner of New Horizons
AB.

Holdings own and those of closely related persons,

of financial instruments: 65,000 shares and 2.5 million
subscription warrants.
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Olle Dahlin, born 1954

MD of Rottneros Bruk AB, employed since 2005.
Education: M.Sc. engineering and MBA.

Other assignments/positions:Chair of Board for Svenska
Skidskytteférbundet (Swedish Biathlon Association)
Holdings own and those of closely related persons, of
financial instruments: 125,576 shares and 1.5 million
subscription warrants.

Ingemar Eliasson, born 1956

Wood Procurement Director, employed since 1987.
Education: M.Sc. Forestry.

Other assignments/positions: Deputy board member of
VMF Qbera economic association.

Holdings, own and those of closely related persons,

of financial instruments: 46,223 shares and 2.5 million
subscription warrants.

Robert Jensen, born 1956

MD of Vallvik Bruk AB, employed since 1999.

Education: Production engineering.

Other assignments/positions: Owner of the sole propri-
etorship Larm och Drift Service.

Holdings, own and those of closely related persons, of
financial instruments: 0.5 million subscription warrants.

Ragnar Lundberg, born 1947

Technical Director, employed since 2000.

Education: M.Sc. engineering.

Other assignments/positions: Board member and Chair
of JLR Pulping Systems AB.

Holdings, own and those of closely related persons, of
financial instruments: 29,312 shares.

Auditors

Bo Lagerstrédm, born 1966

Auditor in charge since 2011 annual general meeting .
Employed by Ohrlings PricewaterhouseCoopers AB
Relevant working experience: Authorized Public
Accountant and member of FAR.

Rottneros’ Articles of association
Adopted at the annual general meeting of 19 April 2012
and registered on 9 May 2012.

§1
The business name of the company is Rottneros AB
(publ). The company is public.

§2
The board shall be based in Sunne.

General meetings shall be held in Sunne, Karlstad or
Stockholm as determined by the board.

§3

The company shall directly and indirectly conduct
timber industry operations, especially comprising paper
pulp and similar products, and refinement of forest raw
materials together with other operations compatible
therewith and also to own and manage real and personal

property.

§4
The share capital shall comprise at least SEK
100,000,000 and at most SEK 400,000,000.

§5
The number of shares shall be at least 100,000,000 and
at most 400,000,000.

§6

The Board shall comprise at least three and at most ten
members in addition to those members who according
to law are appointed by someone other than the AGM.

§7

The company shall have one to two auditors with or
without deputy auditors. A registered public accounting
firm may also be appointed.

§8

Notice of general meetings shall be given by announce-
ment in Post- och Inrikes Tidningar (Swedish Official Ga-
zette) and on the company’s website. At the time of such
notice, information about notice having been given shall
be published in Dagens Nyheter [a national daily news-
paper] and in a daily newspaper distributed in Sunne.

§9

All persons listed in a transcript or other production of
the share record relating to the position five working
days prior to the meeting, are entitled to attend the
general meeting, though only if they notify their attend-
ance to the company no later than on the day stated in
the notice of the meeting. Such day may not be a public
holiday or a day before a public holiday and may not fall
earlier than the fifth ordinary working day preceding the
meeting.
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A shareholder attending a general meeting may be ac-
companied by one or two assistants, though only if the
shareholder has given notice of the number of assistants
in accordance with the previous paragraph.

§10

The following matters shall be dealt with at the annual

general meeting:

1. Election of chair for the meeting.

Approval of voting list.

Approval of agenda.

Election of one or two officers to check the minutes.

Consideration of whether the meeting has been duly

convened.

6. Presentation of the annual report and auditor’s
report and consolidated accounts and consolidated
auditor’s report.

7. Decision on adoption of the income statement and
balance sheet and the consolidated income state-
ment and consolidated balance sheet.

8. Decision on appropriations concerning the profits
or losses of the company in accordance with the
adopted balance sheet.

9. Decision on discharge from liability for the board
members and the managing director.

ok wDN

10. Determination of fees for the board and the auditors.

11. Determination of the number of board members.

12. Election of board members.

13. When appropriate, election of auditors and deputy
auditors.

14. Other matters that have been duly referred for con-
sideration by the meeting.

§M1
The calendar year shall be the company'’s financial year.

§12

The shares of the company shall be registered in a
closing date register in accordance with the Swedish
Financial Instruments Accounts Act (1998:1479).
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Auditor’s report regarding historical financial information

.

pwc

To the board of directors of Rottneros AB (publ)

Auditor’s report regarding historical summarized financial information

We have audited the summarized financial statements for Rottneros AB (publ) on pages 78-81, but
not, however, information regarding key ratios and data per share, as well as the first three quarters
for the financial years 2011 and 2012, which refer to the period 2009-2011.

The board of directors’ responsibility for the financial statements

The board of directors is responsible for ensuring that the summarized financial statements on pages
78-81 of the Offer Document, as regards Rottneros AB (publ), are consistent with those financial
statements provided in the annual reports for 2009, 2010 and 2011 and the interim financial reports
for the first quarters of 2011 and 2012, respectively, and that these financial statements have been
accurately reproduced. The board of directors is also responsible for the preparation and the fair
presentation of the summarized financial statements on pages 78-81 in accordance with the Financial
Instruments Trading Act (1991:980) and the regulations of NASDAQ OMX concerning public takeover
bids on the stock market.

The auditor’s responsibility

Our responsibility is to express an opinion on these summarized historical financial statements based
on our audit. We conducted our audit in accordance with FAR’ Recommendation RevR 5 Examination
of Prospectuses.

Opinion

In our opinion, the information provided in the historical financial statements for the financial years
2009-2011 has been accurately reproduced.

We have audited the annual reports for the years 2009—2011. We have submitted auditor’s reports in
accordance with the standard formulation for each of these financial years.

Stockholm, Sweden, 21 November 2012

Ohrlings PricewaterhouseCoopers AB

Bo Lagerstrom
Authorized Public Accountant
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Report by the board of directors of Rottneros
The description of Rottneros on pages 74-85 of this Offer Document has been reviewed by

the Board of Directors of Rottneros. In the opinion of the Board of Rottneros, this condensed description
of Rottneros provides a true and fair, although not complete, view of Rottneros.

Stockholm, 21 November 2012

Rottneros AB (publ)
The Board of Directors
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Certain tax issues in Sweden

The following chapter summarizes a number of Swed-

ish tax rules which are applicable for shareholders in

Rottneros accepting the Offer. This summary is based on

current legislation and does not intend to address all tax

issues that could arise in connection with the Offer. Fur-
thermore, this summary is only attended for sharehold-
ers that are individuals and limited liability companies

(Sw: AB) tax resident in Sweden, if not otherwise stated.

This summary does not include:

- Situations where securities are treated as inventory in
business activities;

- Situations where securities are held i.a. by partner-
ships, investment companies (Sw: Investmentféretag),
insurance companies or investment funds;

- The special rules regarding tax-exempt capital gains
(including capital losses not being deductible) and
dividends in the corporate sector where the investor
holds shares which are for tax purposes deemed to be
shares held for business purposes (Sw: Néringsbetin-
gade andelar);

- The specific rules that could be applicable on holdings
in companies that are or, or previously have been,
closely held companies or on shares acquired on the
basis of holdings of shares in closely held companies;

- Foreign companies maintaining business activities
from a permanent establishment in Sweden or foreign
companies that previously were Swedish companies;

- The special rules for taxation of funds deposited
in investment savings accounts (Sw: Investeringss-
parkonto).

The tax effects that arise for each individual owner of
shares in Rottneros partly depend on the particular indi-
vidual circumstances in each case. Each holder of shares
in Rottneros should consult with tax advisors regarding
the potential tax consequences accepting the Offer may
entail for their part, including the application and effects
of foreign tax rules and tax treaties, as well as any other
rule that may be applicable.

Shares in a listed limited liability company are covered
by the Swedish legal term “share based instruments”
(Sw: Deldgarrétter). This summary only regards listed
shares, such as the shares in Arctic Paper and Rottneros,
if otherwise not stated.

General information on the disposal of shares
Calculation of capital gains and capital losses

If shareholders in Rottneros accept the Share alterna-
tive of the Offer and dispose of their shares in Rottneros
in exchange for shares in Arctic Paper, the exchange is

regarded as a sale of the shares in Rottneros from an
income tax perspective.

Shareholders who sell shares are in general subject to
tax on any capital gains that may arise. Capital gains and
capital losses are normally calculated as the sales price
less the sales costs, such as brokerage, less the acquisi-
tion cost. The sales price for the shares in this Offer will
be the fair market value of the shares in Arctic Paper at
the time of the exchange. Arctic Paper intends to seek
general advice from the Swedish Tax Agency for the
sales price for the shares in Rottneros.

The acquisition cost includes expenses associated
with the initial acquisition, such as brokerage. The
acquisition cost is calculated using the average method.
This method implies that the acquisition cost per share
based instrument amounts to the average cost for all
instruments of the same kind and class based on the
historical acquisition cost of each purchase and taking
into account changes during the holding period. For
listed shares the standardized method may be used
as an alternative when calculating the acquisition cost.
This alternative method prescribes that 20 percent of
the sales proceeds, less sales costs, may be used as the
acquisition cost.

Individuals
Capital gains are subject to 30 percent tax for individuals
and estates of deceased persons. Capital losses on sales
of listed shares are for the fiscal year fully deductible
against capital gains on other listed share based instru-
ments and against the taxable part of capital gains on
unlisted shares. For remaining capital losses, 70 percent
are deductible against other taxable capital income.

If the capital losses incurred for a fiscal year exceed
all capital income, a tax reduction is granted against the
tax on salary income, business activities income as well
as real estate tax and municipal real estate fee. The tax
reduction amounts to 30 percent of the loss that does
not exceed SEK 100 000 and 21 percent of the remaining
loss. Losses cannot be carried forward.

Limited liability companies

Limited liability companies and other legal entities apart
from estates are in general taxed on capital gains as
business income with a tax rate of 26,3 percent (income
year 2012). Deductions for capital losses on shares are
only allowed against capital gains on other share based
instruments. If a capital loss cannot be deducted by the
company that has incurred the loss, it can be deducted
against capital gains on share based instruments earned
by other companies in the same group, provided that



o

the companies can exchange group contributions and
that both companies apply for this treatment for the
same fiscal year. Capital losses on share based instru-
ments that are not utilized in one fiscal year can be
carried forward and set off against capital gains on other
share based instruments in future years. Losses may be
brought forward indefinitely.

Tax consequences for shareholders accepting the
Offer

Acceptance of the Cash alternative in the Offer

If the shareholders concerned choose to accept the al-
ternative Offer to receive cash as compensation for their
shares in Rottneros, taxation will be triggered. Any tax-
able capital gain or deductible capital loss is calculated
according to the general rules described above.

Acceptance of the Share Alternative in the Offer

Tax consequences for individuals

An acceptance of the Share alternative and disposing
shares in Rottneros in exchange for shares in Arctic
Paper will not trigger immediate taxation, in accord-
ance with the tax provisions on the roll-over relief (Sw:
Framskjuten beskattning vid andelsbyten). The shares
received in Arctic Paper are considered to have been
acquired for an acquisition cost equal to the acquisition
cost of the disposed shares in Rottneros. It should be
noted that according to the Swedish Tax Agency the
standardized method may not be used when calculat-
ing the acquisition cost in a roll-over relief situation.

A taxable capital gain or deductible capital loss will,
however arise when an individual later disposes of the
shares or fractions of the shares in Arctic Paper, unless
the provisions of another roll-over relief are applicable. A
deferred capital gain will also be taxable if an individual
who has received roll-over relief ceases to have his or
hers permanent home, or ceases to permanently stay
in a state within the EES. Any taxable capital gain or
deductible capital gain in these cases is calculated ac-
cording to the rules described above.

In order for the rules for deferred taxation to apply it is
further required that Arctic Paper will own more than 50
percent of the total number of votes in Rottneros at the
end of the calendar year when the exchange takes place.

Only whole number of shares in Arctic Paper will be
distributed to shareholders in Rottneros who accept the
Offer. In case shareholders in Rottneros receive a frac-
tion of a new share in Arctic Paper, the fraction received
will be added together with other such fractions and
disposed of for the shareholders” account. Any cash
received from such disposal will be subject to immedi-
ate taxation without deduction of the corresponding
part of the acquisition cost of the shares formerly held in
Rottneros.

The rules for roll-over relief are applied by the Swedish
Tax Agency irrespective of any request from the side of
an individual. However, any disposal of the received frac-
tions of the shares in Arctic Paper, that are disposed of
for the shareholders” account must be reported for the
fiscal year when the disposal takes place.

Tax consequences for limited liability companies

An acceptance of the Share alternative and disposal

of shares in Rottneros in exchange for shares in Arctic
Paper will in general trigger taxation. A taxable capital
gain or deductible capital loss is calculated as the differ-
ence between the sales price less the sales costs for the
received shares in Arctic Paper less the acquisition cost
for the shares in Rottneros, calculated according to the
rules described above.

Limited liability companies which realize a capital
gain through the exchange of shares may apply the
rules for deferred taxation (Sw: Uppskovsgrundande
andelsbyten) by claiming a tax deferral for such gain in
their income tax return, provided that certain criteria
are met. For instance, it is required that the capital gain
exceeds any cash component received. The capital
gain (less any cash received) will then be allocated pro
rata to the shares received in Arctic Paper for which the
deferred amount is claimed. The deferred amount will
become taxable at the latest when the received shares in
Arctic Paper are disposed of or cease to exist. This does,
however, not apply if the received shares in Arctic Paper
are disposed of in a subsequent exchange provided that
the certain criteria for a continued deferred taxation are
then met.

In order for the rules of deferred taxation to apply, it
is further required that Arctic Paper will own more than
50 percent of the total number of votes in Rottneros at
the end of the calendar year of the when the exchange
takes place.

Only whole number of shares in Arctic Paper will be
distributed to shareholders in Rottneros who accept the
Offer. In case shareholders in Rottneros receive a frac-
tion of a new share in Arctic Paper, the fraction received
will be added together with other such fractions and
disposed of for the shareholders”account. Any cash
received from such disposal will be subject to immedi-
ate taxation without deduction of the corresponding
part of the acquisition cost of the shares formerly held in
Rottneros.

Taxation on dividends paid from Arctic Paper
According to the main rule individuals and estates of
deceased individuals that are fully subject to taxation

in Sweden are taxed on dividends on listed shares as
capital income with a tax rate of 30 percent. For limited
liability companies and other legal entities, dividends re-
ceived on listed shares are generally subject to business
income taxation with a tax rate of 26,3 percent (income
year 2012).

Any dividends paid from Arctic Paper on the received
shares may also be subject to dividend withholding tax
("WHT") in Poland. The standard dividend WHT rate in
Poland is 19 percent. According to the double taxation
treaty Sweden has entered with Poland the dividend
WHT rate applicable to Shareholders tax resident in
Sweden is reduced to 15 percent. However, the dividend
WHT rate applicable to limited liability companies may
be further reduced if certain criteria are met.

In order to avoid double taxation on the dividend
received, the shareholders are required to request a
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credit of the foreign tax paid in their Swedish income tax
return.

Disposal of received shares in Arctic Paper

A certain order of priority for shares of same kind and
class is applicable if a shareholder who has received
roll-over relief or claimed deferred taxation already
owned shares in Arctic Paper before the exchange, or
has acquired shares in Arctic Paper after the exchange,
sells any of these shares. The shares are then regarded
to have been disposed of in the following order:

1. Shares acquired prior to the Offer

2. Shares acquired through the Offer

3. Shares acquired after the Offer

Shareholders domiciled outside Sweden

Owners of share, that are subject to a limited taxation

in Sweden, and do not carry out business activities from
a permanent establishment in Sweden, are generally
not taxed in Sweden on capital gains upon disposal of
shares. Individuals may, however, be subject to Swedish
taxation on capital gains from a sale of shares if they,

at any time during the previous 10 calendar years, have
been domiciled in Sweden, or if they during the de-

scribed period have had their habitual abode in Sweden.

The applicability of this rule may be limited due to exist-
ing tax treaties between Sweden and other countries in
order to limit double taxation.

Documents available for inspection
Avrctic Paper’s articles of association, interim report
January — September 2012, the annual reports and audi-
tor reports for the financial years 2009-2011 as well as
other publicly announced information that are referred
to in the Offer Document is available at the Company’s
website www.arcticpaper.com. The documents are also
available on request on the Company’s address J.H.
Dabrowskiego 334 A, 60406 Poznan, Poland. The docu-
ments are available during the Offers Document'’s full
period of validity.
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Historical consolidated financial information for the year ended 31st December 2011 PLN thousand

CONSOLIDATED FINANCIAL STATEMENTS AND SELECTED
FINANCIAL DATA

SELECTED CONSOLIDATED FINANCIAL DATA

Selected consolidated financial data

For the period For the period For the period For the period For the period For the period
from from from from from from
01.01.2011 01.01.2010 01.01.2009 01.01.2011 01.01.2010 01.01.2009
t031.12.2011 t0 31.12.2010 to 31.12.2009 to 31.12.2011 to 31.12.2010 to 31.12.2009
PLN thousand PLNthousand PLN thousand EURthousand EURthousand EUR thousand

Revenues 2527 189 2287731 1809 085 613 456 572 806 417 976
Operating profit (loss) 3115 17 680 179 310 756 4427 41428
Profit (loss) before tax 128 7 350 153 052 31 1840 35361
Profit (loss) from continuing operations 12 066 28 817 132400 2929 7215 30590
Profit (loss) for the period 12 066 28817 132400 2929 7215 30590
Net operating cash flow 162 247 120 409 250988 39384 30 148 57 989
Net investment cash flow (56 375) (230 583) (132 540) (13 684) (57 734) (30 622)
Net financial cash flow (121 615) 129974 (42 231) (29 521) 32543 (9757)
Net change in cash and cash equivalents (15743) 19 800 76 217 (3822) 4958 17 609
Weighted average number of shares 55403500 54778842 45390884 55403500 54778842 45390884
Weighted average diluted number of shares 55403500 54778842 45390884 55403500 54778842 45390884
EPS (in PLN/EUR) 0,22 0,53 2,92 0,05 0,13 0,67
Diluted EPS (in PLN/EUR) 0,22 0,53 2,92 0,05 0,13 0,67
Average PLN/EUR rate* 4,1196 3,9939 4,3282
As at As at As at As at As at As at

31 December 31 December 31 December 31 December 31 December 31 December

2011 2010 2009 2011 2010 2009

PLN thousand PLNthousand PLN thousand EURthousand EURthousand EUR thousand

Assets 1924 531 1910769 1180310 435730 482 481 287 306
Long-term liabilities 636 697 500218 322272 144 153 126 308 78 446
Short-term liabilities 612273 742608 240002 138 624 187 513 58 420
Equity 675561 667 944 618 036 152 953 168 660 150 440
Share capital 554 035 554 035 524 035 125438 139 897 127 558
Number of shares 55403500 55403500 52403500 55403500 55403500 52403500
Diluted number of shares 55403500 55403500 52403500 55403500 55403500 52403500
Book value per share (in PLN/EUR) 12.19 12.06 11.79 2.76 3.04 2.87
Diluted book value per share (in PLN/ EUR) 12.19 12.06 11.79 2.76 3.04 2.87
Declared or paid dividend (in PLN/EUR) - 49309 - - 12451 -
Declared or paid dividend per share (in PLN/EUR) - 0,89 - - 0,22 -
PLN/EUR rate at the end of the period** - - 4.4168 3.9603 4.1082

* - INCOME STATEMENTS ITEMS WERE CONVERTED USING THE RATE CALCULATED AS ARITHMETICAL MEAN OF THE AVERAGE EXCHANGE
RATES

Arctic Paper S.A. Capital Group W Page 4 of 98
Summary of significant accounting policies and other explanatory notes
included on pages 12 to 96 are an integral part of this historical consolidated financial information
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Historical consolidated financial information for the year ended 31st December 2011 PLN thousand
ANNOUNCED BY THE NATIONAL BANK OF POLAND IN THE PERIOD BEING REPORTED.
** - BALANCE SHEET ITEMS AND BOOK VALUE PER SHARE WERE CONVERTED USING THE AVERAGE EXCHANGE RATE ANNOUNCED BY THE
NATIONAL BANK OF POLAND ON THE BALANCE SHEET DATE.
CONSOLIDATED INCOME STATEMENT
Consolidated income statement
Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
Note (audited) (audited) (audited)
Continuing operations
Sales of paper 10.1 2527 189 2287 360 1805 504
Sales of services - 371 3581
Revenues 10 2527189 2287731 1809 085
Cost of sales 11.5 (2173 246) (2029 622) (1339917)
Gross profit (loss) on sales 353 943 258 110 469 168
Selling and distribution expenses 11.5 (294 405) (272 965) (237 605)
Administrative expenses 11.5 (71 509) (57 273) (59 104)
Other operating income 1.1 72578 150 180 44 601
Other operating expenses 11.2 (57 492) (60 372) (37 749)
Operating profit / (loss) 3115 17 680 179 310
Finance income 11.3 42 682 20 062 2104
Finance costs 11.4 (45 668) (30 393) (28 363)
Profit / (loss) before tax 128 7 350 153 052
Income tax 13 11937 21467 (20 652)
Net profit (loss) for the year from continuing operations 12 066 28 817 132 400
Discontinued operations
Profit (loss) for the period from discontinued operations - - -
Net profit (loss) for the year 12 066 28 817 132 400
Attributable to:
Equity holders of the parent 12 066 28 817 132 400
Non-controlling interest - - -
12 066 28 817 132400
Earnings per share:
—basic from the profit (loss) for the period
attributable to equity holders of the parent 0.22 0.53 2.92
—basic from the profit (loss) from continuing operations
attributable to equity holders of the parent 0.22 0.53 2.92
Arctic Paper S.A. Capital Group W Page 5 of 98
Summary of significant accounting policies and other explanatory notes
included on pages 12 to 96 are an integral part of this historical consolidated financial information
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PLN thousand

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Consolidated statement of comprehensive income

Summary of significant accounting policies and other explanatory notes
included on pages 12 to 96 are an integral part of this historical consolidated financial information

Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
Note (audited) (audited) (audited)
Net profit / (loss) for the year 12 066 28 817 132 400
Exchange difference on translation of foreign
operations 30.2 14 198 12112 2154
Deffered tax on derivatives 13.1 6 868 (2 851) (485)
Valutation of derivatives 30.4 (25 515) 10679 1874
Reversal of defered tax assets - - (9876)
Other comprehensive income (4 449) 19 941 (6 334)
Total comprehensive income 7617 48 757 126 066
Total comprehensive income:
Owners of the parent 7617 48 757 126 066
Non-controlling interest - - -
Arctic Paper S.A. Capital Group W Page 6 of 98
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PLN thousand

CONSOLIDATED BALANCE SHEET

Consolidated balance sheet

As at As at As at
31 December 2011 31 December 2010 31 December 2009
Note (audited) (audited) (audited)
ASSETS
Non-current assets
Property, plant and equipment 18 992 174 1000 752 552 623
Investment properties 20 10 542 10 542 12 159
Intangible assets 21 120 410 127 118 42 840
Cther financial assets 241 791 5024 1151
Other non-financial assets 24.2 2151 564 584
Deferred tax asset 13.3 6 362 4 497 702
1132429 1148 498 610 059
Current assets
Inventories 27 315142 291048 167 783
Trade and other receivables 28 294 452 269 448 231998
Income tax receivables 5810 7 849 4 005
Other non-financial assets 24.2 8708 6714 5153
Cther financial assets 241 1692 7 811 21197
Cash and cash equivalents 29 166 299 179 402 140 115
792 102 762 271 570 251
TOTAL ASSETS 1924 531 1910769 1180310
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent company
Share capital 30.1 554 035 554 035 524 035
Supplementary capital 30.3 80 060 72 289 35985
Other reserves 30.4 110 849 40 131 1388
Foreign currency translation 30.2 36 652 22 454 10 342
Retained earnings / Accumulated (unabsorbed) losses 30.5 (106 259) (21 190) 46 060
Non-controlling interest 30.6 225 225 225
Total equity 675 561 667 944 618 036
Non-current liabilities
Interest-bearing loans and borrowings 31 317 262 192705 204 109
Provisions 32 83 827 71903 21948
Other financial liabilities 31 44 277 43 681 10 965
Deferred tax liabilities 13.3 156 520 154 402 45001
Accruals and deferred income 33.2 34810 37 528 40 249
636 697 500 218 322272
Current liabilities
Interest-bearing loans and borrowings 31 67 242 292 111 16 849
Provisions 32 10 398 13 689 9442
Other financial liabilities 31 60 383 11094 6 564
Trade and other payables 33 403 057 365 082 168 197
Income tax payable 1286 1743 769
Accruals and deferred income 33.2 69 907 58 889 38182
612 273 742608 240 002
TOTAL LIABILITIES 1248 970 1242826 562 274
TOTAL EQUITY AND LIABILITIES 1924 531 1910769 1180310
Arctic Paper S.A. Capital Group W Page 7 of 98
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CONSOLIDATED CASH FLOW STATEMENT

.Consolidated Cash flow statement

Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
Note (audited) (audited) (audited)
Cash flow from operating activities
Profit before taxation 128 7 350 153 052
Adjustments for:
Depreciation 11.6 127 625 112 428 67 264
Foreign exchange differences (23 020) (24 686) (730)
Imapirment of non-current assets 11 021 16 186
Net interest and dividends 38 945 27 256 18788
Gain/loss from investing activities 1333 437 1713
Increase/ decrease in receivables and other non-financial assets@ (8 029) 22293 37 682
Increase / decrease in inventories (1408) (47 905) 40 599
Increase / decrease in payables except for loans, borrowings and t 9 569 98 917 (85396)
Change in accruals and prepayments (1853) (15 536) 15976
Change in provisions (1488) 7 950 895
Income tax paid (6 667) (8628) (7 931)
Bargain purchase at Arctic Paper Grycksbo - (77 555) -
Derecognition of emission rigths to CO2 identified in a business
combination 15483 6 686 9 064
Sales of yellow certificates (5 225) 284 12
Other 5831 (5069) -
Net cash flow from operating activities 162 247 120 409 250988
Cash flow from investing activities
Proceeds from sale of property, plant and equipment and intangib 213 35918 18 833
Purchase of property, plant and equipment and intangible assets (56 591) (99 467) (131 713)
Acquisition of subsidiaries, net of cash acquired - (187 954) -
Interest received - 312 -
Granted loans - 20 600 (20 000)
Other investing inflows and outflows 8 8 340
Net cash flow from investing activities (56 375) (230 583) (132 540)
Cash flow from financing activities
Change in bank overdrafts (9 164) 41 266 -
Repayment of finance lease liabilities (8007) (7 267) (10 521)
Repayment of other finance liabilities (1969)
Proceeeds from other finance liabilities 15 405
Proceeds from loans, borrowings and bonds 110 318 183 448 149 181
Repayment of loans, borrowings and bonds (192 336) (19 270) (277 420)
Payments to owners - (49 309) -
Interest paid (38 945) (20 192) (18 487)
Other 1115 1298 -
Issue of shares 116 985
Net cash flow from financing activities (121 615) 129 973 (42 231)
Net increase/ (decrease) in cash and cash equivalents (15743) 19 800 76 217
Net foreign exchange differences 2640 19488 (593)
Cash and cash equivalents at the beginning of the period 29 179 402 140 114 64 491
Cash and cash equivalents at the end of the period 29 166 299 179 402 140 115
Arctic Paper S.A. Capital Group W Page 8 of 98
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ACCOUNTING POLICIES AND ADDITIONAL NOTES

1. GENERAL INFORMATION

ARCTIC PAPER GROUP IS THE SECOND LARGEST, IN TERMS OF
PRODUCTION VOLUME, EUROPEAN PRODUCER OF PAPER FOR
BOOKS, OFFERING THE WIDEST RANGE OF PRODUCTS IN THIS
SEGMENT AND ONE OF THE LEADING PRODUCERS OF GRAPHIC
PAPER IN EUROPE. WE ARE PRODUCING MANY TYPES OF WOOD-
FREE COATED AND UNCOATED PAPER, WOOD UNCOATED PAPER
FOR PRINTING HOUSES, PAPER DISTRIBUTORS, PUBLISHERS OF
BOOKS AND PERIODICALS AND ADVERTISING INDUSTRY. AT THE
DAY OF PUBLICATION OF THIS INFORMATION, THE ARCTIC PAPER
GROUP EMPLOYS CLOSE TO 1,600 PEOPLE IN FOUR PAPER MILLS
AND FIFTHEEN COMPANIES INVOLVED IN THE DISTRIBUTION AND
SALE OF PAPER. OUR PAPER MILLS ARE LOCATED IN POLAND,
SWEDEN AND GERMANY AND HAVE A COMBINED CAPACITY OF
MORE THAN 800,000 TONS OF PAPER ANNUALLY. THE GROUP
HAS THREE DISTRIBUTION COMPANIES ENGAGED IN THE SALE,
DISTRIBUTION AND MARKETING OF THE PRODUCTS OFFERED BY

ARCTIC PAPER S.A. IS A HOLDING COMPANY ESTABLISHED IN
APRIL 2008. AS A RESULT OF CAPITAL RESTRUCTURING CARRIED

BUSINESS ACTIVITIES

OUT IN 2008, THE PAPER MILLS ARCTIC PAPER KOSTRzZYN
(POLAND) AND (SWEDEN),
Di1sTRIBUTION COMPANIES AND SALES OFFICES HAVE BECOME

ARCTIC PAPER MUNKEDALS
THE PROPERTIES OF ARCTIC PAPER SA. PREVIOUSLY THEY WERE
OWNED BY TREBRUK AB, PARENT COMPANY OF THE ARCTIC PAPER
S.A. IN ADDITION, UNDER THE EXPANSION, NORDIC GROUP AND
12 SALES OFFICIES ENSURE ACCESS FOR ALL EUROPEAN MARKETS,
INCLUDING
ACQUIRED IN NOVEMBER 2008 PAPER MILL ARCTICPAPER
MOCHENWANGEN (GERMANY) AND IN MARCH 2010PAPER MILL
ARCTIC PAPER GRYCKSBO (SWEDEN).THE PARENT COMPANY IS
ENTERED IN THE REGISTER OFENTREPRENEURS KEPT BY THE

CENTRAL  ANDEASTERN  EUROPE.THE GROUP

DisTRICT COURT POozZNAN - NOWEMIASTO 1 WILDA IN POZNAN,
VIII EcoNnomic DEPARTMENT OFTHE NATIONAL COURT REGISTER,
ENTRY No. KRS0000306944.THE PARENT COMPANY WAS
REGONNUMBER 080262255.

GRANTED STATISTICAL

THE MAIN AREA OF GROUP’S BUSINESS ACTIVITIES IS PAPER PRODUCTION.

THE ADDITIONAL BUSINESS ACTIVITIES OF THE GROUP SUBORDINATED TO PAPER PRODUCTION ARE:

m PRODUCTION OF ELECTRIC ENERGY,
m TRANSMISSION OF ELECTRIC ENERGY,
m ELECTRICITY DISTRIBUTION,

m HEAT PRODUCTION,

m HEAT DISTRIBUTION,

m LOGISTICS SERVICES

m PAPER DISTRIBUTION

SHAREHOLDING STRUCTURE

THE MAIN SHAREHOLDER OF ARCTIC PAPER S.A. 1s TREBRUK AB
(FORMERLY ARCTIC PAPER AB), A COMPANY UNDER SWEDISH
LAW, HOLDING AS ON 31ST DECEMBER 2011, 41,441,500 SHARES
OF OUR COMPANY WHICH IS 74.8% OF ITS SHARE CAPITAL
CORRESPONDING TO 74.8% OF THE TOTAL NUMBER OF VOTES AT
THE GENERAL MEETING. AS ON THE DAY OF PUBLISHING OF THIS

INFORMATION THE SHARE OF TREBRUK AB IN COMPANY’S SHARE
CAPITAL AND THE SHARE IN TOTAL NUMBER OF VOTES IN THE
GENERAL MEETING HAS NOT CHANGED. THUS, TREBRUK AB IS
THE PARENT ENTITY TOWARDS ARCTIC PAPER S.A. THE ULTIMATE
PARENT FOR THE GROUP IS CASSANDRAX FINANCIAL S.A. ARCTIC
PAPER SA WAS ESTABLISHED FOR AN INDEFINITE PERIOD.

Arctic Paper S.A. Capital Group W
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2. COMPOSITION OF THE GROUP

THE GROUP IS COMPOSED OF ARCTIC PAPER S.A. AND THE FOLLOWING SUBSIDIARIES:

Composition of the Group

Share in capital of subsidiaries entities

as at
Entity Registered office Business activities 31 31 31
December ~ December  December
2011 2010 2009
Poland, Fabryczna 1, .
Arctic Paper Kostrzyn S.A. 66470 Kostryzyn nad Odra Paper production 100% 100% 100%
Arctic Paper Munkedals AB Sweden, SE 455 81 Munkedal Paper production 100% 100% 100%
Germany, Fabrikstrasse 62, .
Arctic Paper Mochenwangen GmbH Paper production 99,74% 99,74% 99,74%
e Fap wang DE-882, 84 Wolpertswende per productl ° ° °
. Sweden, Box 1, SE790 20 .
Arctic Paper Grycksbo AB Paper production 100% 100% =
Grycksbo
Gel , Max-Bi -Allee 52, . .
Grycksbo Paper (Deutschland) GmbH rmany rosrauer-aliee Trading services 100% 100% -
22765 Hamburg
Grycksbo Paper UK Limited Great Britein, 52 Hither Green Trading services 100%
Y i Lane, Abbey Park, Redditch 9 °
France, 3 rue de Teheran, . .
Grycksbo Paper France EURL 'u Trading services - 100% -
75008 Paris 8
Great Britain, Quadrant House,
Arctic Paper UK Limited 47 Croydon Road, Caterham, Trading services 100% 100% 100%
Surrey
Latvia, K. Vard iela 33-20, . .
Arctic Paper Baltic States SIA ? via ardemaraiela Trading services 100% 100% 100%
RigaLV-1010
Germany, Raboisen 3, 20095 X X
Arctic Paper Deutschland GmbH Hambur)g; Trading services 100% 100% 100%
Belgium, Dreve des Marroniers
Arctic Paper Benelux S.A. 28, Trading services 100% 100% 100%
1410 Waterloo
Switzerland, Technoparkstrasse
Arctic Paper Schweiz AG 1, Trading services 100% 100% 100%
8005 Zurich
Arctic Paper ltalia srl Italy, Milano —Via R. Boscovich 14 Trading services 100% 100% 100%
Ireland, 4 R t Park Road, . .
Arctic Paper Ireland Limited re arlm osemount Fark Rod Trading services 100% 100% 100%
Dublin 11
. Denmark, Jydekrogen 18, . )
Arctic Paper Danmark A/S Trading services 100% 100% 100%
e Fep DK-2625 Vallensbaek ing servi ° ° °
. France, 43 rue de la Breche aux X X
Arctic Paper France SAS Loups Trading services 100% 100% 100%
Spain, Avenida Diagonal 472-474, . )
Arctic Paper Espana SL pal ven! 29 Trading services 100% 100% 100%
9-1 Barcelona
Austria, Hainborgerstrasse 34A, . )
Arctic Paper Papierhandels GmbH A-1030 Wien K Trading services 100% 100% 100%
Poland, Biskupia 39, . )
Arctic Paper Polska Sp. z 0.0. ISKUp! Trading services 100% 100% 100%

04-216 Warszawa

Arctic Paper S.A. Capital Group M
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Arctic Paper Norge AS Norway, Per Kroghsvei 4, Oslo Trading services 100% 100% 100%
Szweden, Kurodsvagen 9, ) .
Arctic Paper Sverige AB W Y veg Trading services 100% 100% 100%
451 55 Uddevalla
Poland, Fabryczna 1, . .
Arctic Paper East Sp. z 0.0. 66-470 Kostryzyn nad Odra Trading services 100% 100% 100%
Germany, Fabrikstrasse 62, )
Arctic Paper || tment GmbH * Hold 100% 100% 100%
rctic Paper Investmen DE-882, 84 Wolpertswende olding company o o o
Arctic Energy Sverige AB Szwecja, Box 383, 401 26 Hydro energy production 100% 100%
gy 9 Goteborg Y ayp o o
Germany, Fabrikstrasse 62, )
Arctic Paper Vi It GmbH * Hold 100% 100% 100%
rctic Paper Verwaltungs DE-882 84 Wolpertswende olding company o o o
Arctic Paper Immobilienverwaltung Germany, Fabrikstrasse 62, )
Hold 94,90% 94,90% 94,90%
GmbH&Co. KG* DE-882 84 Wolpertswende olding company ° o o
. Sweden, Box 383, 401 26 )
Arctic Paper Investment AB ** . Holding company 100% 100% -
Goteborg
Sweden, Box 1, SE790 20 )
Grycksbo Paper Holding AB Grycksbo X Holding company 100% 100% -
Poland, ul. Fabryczna 1, Property and machiner
EC Kostrzyn Sp. 7 0.0. Y perty 4 100% 100% 100%
66-470 Kostrzyn nad Odrg rental
Arctic Paper Munkedals Kraft AB Sweden, 455 81 Munkedal Hydro energy production 100% - -

* - ENTITIES FORMED FOR PURPOSE OF ACQUISITION OF ARCTIC PAPER MOCHENWANGEN GMBH
** - ENTITY FORMED FOR PURPOSE OF ACQUISITION OF GRYCKSBO PAPER HOLDING AB

ALL OF THE SUBSIDIARIES COMPRISING THE GROUP ARE SUBJECT
TO FULL CONSOLIDATION FOR THE PERIOD FROM THE DATE OF
TAKING CONTROL OF THEM BY THE GROUP AND CEASE TO BE
CONSOLIDATED FROM THE DATE OF CESSATION OF CONTROL.

As ON 31ST DECEMBER 2011, AS ON 31ST DECEMBER 2010 AND
AS ON 31ST DECEMBER 2009 THE PERCENTAGE OF VOTING
RIGHTS HELD BY THE GROUP IN SUBSIDIARIES CORRESPONDED
TO THE PERCENTAGE HELD IN THE SHARE CAPITAL OF THOSE
ENTITIES.

3. MANAGEMENT AND SUPERVISORY BODIES

IN 2011 A NEW COMPANY BELONGING TO THE ARCTIC PAPER
CAPITAL GROUP WAS FOUNDED — ARCTIC PAPER MUNKEDALS
KRAFT AB WAS ESTABLISHED FOR THE PURPOSE OF GENERATION
OF WATER ENERGY FOR MUNKEDALS MILL. THIS SUBJECT HAS
BEEN FURTHER DESCRIBED IN NOTE 23.2 TO THE CONSOLIDATED
FINANCIAL STATEMENTS.

IN 2011 TWO SALES OFFICES BELONGING TO THE GRYCKSBO
GROUP WERE DISSOLUTED: GRYCKSBO PAPER UK LIMITED AND
GRYCKSBO PAPER FINANCE URL.

3.1. MANAGEMENT BOARD OF THE PARENT COMPANY

As ON 31ST DECEMBER 2011 THE FOLLOWING CONSTITUTED THE PARENT COMPANY’S MANAGEMENT BOARD:
= MICHAL JARCZYNSKI — PRESIDENT OF THE MANAGEMENT BOARD APPOINTED ON 30TH APRIL 2008;
m HANS KARLANDER — MEMBER OF THE MANAGEMENT BOARD APPOINTED ON 4TH DECEMBER 2008;

= MICHAt BARTKOWIAK = MEMBER OF THE MANAGEMENT BOARD APPOINTED ON 17TH SEPTEMBER 2009;
m JACEK £t0$ - MEMBER OF THE MANAGEMENT BOARD APPOINTED ON 27TH APRIL 2011;
= PER SKOGLUND = MEMBER OF THE MANAGEMENT BOARD APPOINTED ON 27TH APRIL 2011.

FROM 31ST DECEMBER 2011 UNTIL THE DATE OF ANNOUNCING THE HEREBY HISTORICAL CONSOLIDATED FINANCIAL INFORMATION THE

COMPANY REPORTED A CHANGE IN THE COMPOSITION OF THE MANAGEMENT BOARD (CURRENT REPORT NO 02/2012) = ON 20™ JANUARY

2012 MR HANS KARLANDER SUBMITTED HIS RESIGNATION FROM BEING A MEMBER OF THE MANAGEMENT BOARD OF THE COMPANY

EFFECTIVE ON 31ST MARCH 2012.

Arctic Paper S.A. Capital Group W
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ON THE 5TH OF JUNE 2012 WOLFGANG LUEBBERT HAS BEEN APPOINTED AS A NEW MEMBER OF THE MANAGEMENT BOARD.

3.2. SUPERVISORY BOARD OF THE PARENT COMPANY

As ON 31ST DECEMBER 2011 THE PARENT COMPANY’S SUPERVISORY BOARD CONSISTED OF THE FOLLOWING MEMBERS:

m ROLF OLOF GRUNDBERG — PRESIDENT OF THE SUPERVISORY BOARD APPOINTED ON 30TH APRIL 2008;

m RUNE ROGER INGVARSSON = MEMBER OF THE SUPERVISORY BOARD APPOINTED ON 22ND OCTOBER 2008;

m THOMAS ONSTAD - MEMBER OF THE SUPERVISORY BOARD APPOINTED ON 22ND OCTOBER 2008;

m FREDRIK LARS PLYHR = MEMBER OF THE SUPERVISORY BOARD APPOINTED ON 22ND OCTOBER 2008;

m WIKTORIAN ZBIGNIEW TARNAWSKI = MEMBER OF THE SUPERVISORY BOARD APPOINTED ON 22ND OCTOBER 2008.

m JAN OHLSSON — MEMBER OF THE SUPERVISORY BOARD APPOINTED ON 8TH JUNE 2010.

DURING THE ORDINARY SHAREHOLDERS MEETING ON 28TH JUNE 2012, MR WIKTORIAN TARNAWSKI WAS DISMISSED FROM BEING A

MEMBER OF THE SUPERVISORY BOARD, WHILE MR MARIUSZ GRENDOWICZ WAS APPOINTED TO SERVE THIS FUNCTION.

3.3. AUDIT COMMITTEE OF THE PARENT COMPANY

As ON 31ST DECEMBER 2011 THE PARENT COMPANY’S AUDIT COMMITTEE CONSISTED OF THE FOLLOWING MEMBERS:
m ROLF OLOF GRUNDBERG — PRESIDENT OF THE AUDIT COMMITTEE APPOINTED ON 3RD DECEMBER 20009;

m FREDRIK PLYHR — MEMBER OF THE AUDIT COMMITTEE APPOINTED ON 3RD DECEMBER 20009;

u RUNE INGVARSSON — MEMBER OF THE AUDIT COMMITTEE APPOINTED ON 3RD DECEMBER 2009.

FROM 31ST DECEMBER 2011 UNTIL THE DATE OF PUBLICATION OF THE HEREBY HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

THERE WERE NO CHANGES IN THE COMPOSITION OF THE AUDIT COMMITTEE.

4. APPROVAL OF THE HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

THIS HISTORICAL CONSOLIDATED FINANCIAL INFORMATION WAS AUTHORIZED FOR ISSUE BY THE MANAGEMENT BOARD ON 5 NOVEMBER

2012.

5. SIGNIFICANT PROFESSIONAL JUDGEMENT AND ESTIMATES

5.1. PROFESSIONAL JUDGEMENT

IN THE PROCESS OF APPLYING THE GROUP’S ACCOUNTING
POLICIES TO THE TOPICS LISTED BELOW, THE MOST SIGNIFICANCE
IS ATTRIBUTED TO, APART FROM THOSE INVOLVING ACCOUNTING
ESTIMATIONS, THE PROFESSIONAL JUDGEMENT OF THE

MANAGEMENT OFFICERS.

OBLIGATION UNDER OPERATING AND FINANCE LEASES —
THE

GROUP AS A LESSEE

THE GROUP HAS LEASING AGREEMENTS WHICH, IN THE
MANAGEMENT BOARD’S JUDGEMENT, MEET THE CRITERIA OF
OPERATING LEASES AND AGREEMENTS WHICH MEET THE CRITERIA
OF FINANCE LEASES. THE GROUP CLASSIFIES ITS LEASE
AGREEMENTS AS FINANCE LEASES OR OPERATING LEASES BASED
ON THE ASSESSMENT OF THE EXTENT TO WHICH SUBSTANTIALLY
ALL THE RISKS AND BENEFITS INCIDENTAL TO OWNERSHIP HAVE

BEEN TRANSFERRED FROM THE LESSOR TO THE LESSEE. THE
ASSESSMENT IS BASED ON ECONOMIC SUBSTANCE OF EACH
AGREEMENT.

DEFERRED TAX ASSET

APPLICATION OF PROFESSIONAL JUDGEMENT ALLOWED TO
DETERMINE THE VALUE OF THE DEFERRED TAX ASSET WHICH THE
GROUP MAY RECOGNIZE USING THE FORECASTED DATE AND
AMOUNT OF FUTURE PROFITS AND BASING ON THE FUTURE TAX
STRATEGIES.

GAS AGREEMENT

THE GROUP ENTERS INTO ,TAKE OR PAY” TRANSACTIONS IN
RESPECT OF RECEIPT OF SUPPLIES OF GAS TO ARCTIC PAPER
KosTRzYN S.A. FOR OWN USE PURPOSES. FOR THESE

TRANSACTIONS, ON EACH BALANCE SHEET DATE, THE

Arctic Paper S.A. Capital Group W
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MANAGEMENT BOARD, USING ITS PROFESSIONAL JUDGMENT,
ASSESSES THE PROBABILITY OF USE OF OUTSTANDING AMOUNTS
WITHIN THE GRANTED LIMITS, AFTER CONSIDERING THE
PRODUCTION PLANS FOR THE ENSUING PERIODS AND THE
OPTIMUM  POSSIBILITIES OF UTILIZATION OF ALTERNATIVE
SOURCES OF MATERIALS FOR PRODUCTION. WHERE NO REAL

5.2. ESTIMATES AND ASSUMPTIONS

THE KEY ASSUMPTIONS CONCERNING THE FUTURE AND OTHER
KEY SOURCES OF ESTIMATION UNCERTAINTY ON THE BALANCE
SHEET DATE THAT HAVE A SIGNIFICANT RISK OF CAUSING A
MATERIAL ADJUSTMENT TO THE CARRYING AMOUNTS OF ASSETS
AND LIABILITIES WITHIN THE NEXT FINANCIAL YEAR ARE BEING
DISCUSSED BELOW.

IMPAIRMENT OF FIXED ASSETS IN ARCTIC PAPER
MOCHENWANGEN

ON 31ST DECEMBER 2011 AN IMPAIRMENT TEST WAS CONDUCTED
IN THE PRODUCTION COMPANY ARCTIC PAPER MOCHENWANGEN
IN RESPECT OF FIXED ASSETS AND INTANGIBLE ASSETS.

A DETAILED DESCRIPTION OF THE IMPAIRMENT TEST IS INCLUDED
IN NOTE 25 OF THESE FINANCIAL STATEMENTS.

RETIREMENT BENEFITS AND OTHER POST-EMPLOYMENT
BENEFITS

THE COST OF THE POGRAMME FOR RETIREMENT BENEFITS IS
DETERMINED USING ACTUARIAL VALUATIONS. THE ASSUMPTIONS
MADE ARE PRESENTED IN NOTE 26. IN MAKING THE ACTUARIAL

POSSIBILITY OF FUTURE USE OF OUTSTANDING AMOUNTS OF GAS
ARE

ASCERTAINED, THE ASSET ARISING FROM PAID FOR BUT
UNCOLLECTED AMOUNTS OF GAS IS SUBJECT TO THE WRITEDOWN.

VALUATION, CERTAIN ASSUMPTIONS MUST BE MADE CONCERNING
DISCOUNTING RATES, FORECASTED RATE OF SALARY INCREASES,
MORTALITY RATIO OR FORECASTED GROWTH IN RETIREMENT
BENEFITS. DUE TO THE LONG-TERM NATURE OF SUCH PROGRAMS,
ACTUARIAL VALUATIONS ARE BURDENED WITH A DEGREE OF
UNCERTAINTY.

DEFERRED TAX ASSETS

THE GROUP RECOGNIZES DEFERRED TAX ASSETS BASED ON THE
ASSUMPTION THAT TAXABLE PROFITS WILL BE AVAILABLE AGAINST
WHICH THE DEFERRED TAX ASSET CAN BE UTILIZED.
DETERIORATION OF FUTURE TAXABLE PROFITS MIGHT RENDER
THIS ASSUMPTION UNREASONABLE.

DEPRECIATION AND AMORTIZATION RATES

DEPRECIATION AND AMORTIZATION RATES ARE DETERMINED
BASED ON THE ANTICIPATED ECONOMIC USEFUL LIVES OF
PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS.

THE ECONOMIC USEFUL LIVES ARE REVIEWED ANNUALLY BY THE
GROUP BASED ON CURRENT ESTIMATES.

6. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS

THE HEREBY
INFORMATION HAS BEEN PREPARED IN ACCORDANCE WITH
HISTORICAL COST METHOD WITH THE EXCEPTION OF INVESTMENT

HISTORICAL CONSOLIDATED FINANCIAL

PROPERTIES AND DERIVATIVE FINANCIAL INSTRUMENTS WHICH
HAVE BEEN VALUED AT FAIR VALUE. TO FINANCIAL INSTRUMENTS
MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS THE
COMPANY INCLUDES FOREIGN EXCHANGE FORWARD CONTRACT
AND THE CONTRACT FOR PURCHASE OF ELECTRIC ENERGY WHEN
THEY DO NOT FOLLOW THE HEDGING PRINCIPLES (NOTE 39).

THE HEREBY HISTORICAL

CONSOLIDATED FINANCIAL

INFORMATION IS BEING PRESENTED IN PoLisH zLoTy (“PLN”)

6.1. STATEMENT OF COMPLIANCE

THIS HISTORICAL CONSOLIDATED FINANCIAL INFORMATION
CONSISTS OF THE FINANCIAL STATEMENTS, WHICH WERE

AND ALL VALUES ARE GIVEN IN PLN THOUSAND (PLN ‘000)
EXCEPT INDICATED OTHERWISE.

HISTORICAL  CONSOLIDATED  FINANCIAL
INFORMATION HAVE BEEN PREPARED ON THE ASSUMPTION THAT
THE GROUP COMPANIES WILL CONTINUE AS GOING CONCERNS IN
THE FORESEEABLE FUTURE. AS ON THE DATE OF AUTHORIZATION
OF THIS HISTORICAL CONSOLIDATED FINANCIAL INFORMATION,

THE HEREBY

THE COMPANY IS NOT AWARE OF ANY FACTS OR CIRCUMSTANCES
THAT WOULD INDICATE A THREAT TO CONTINUATION OF THE
GROUP’S COMPANIES ACTIVITIES.

PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL

REPORTING  STANDARDS  (“IFRS”), IN  PARTICULAR 1IN
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ACCORDANCE WITH IFRSS ENDORSED BY THE EUROPEAN UNION.
ON THE DATE OF AUTHORIZATION OF THIS HISTORICAL
CONSOLIDATED FINANCIAL INFORMATION, IN LIGHT OF THE
CURRENT PROCESS OF IFRS ENDORSEMENT IN THE EUROPEAN
UNION AND THE NATURE OF THE GROUP’S ACTIVITIES, THERE IS
NO DIFFERENCE BETWEEN THE I[FRSS APPLIED BY THE GROUP AND
THE IFRSS ENDORSED BY THE EUROPEAN UNION.

IFRSS COMPRISE STANDARDS AND INTERPRETATIONS ACCEPTED
BY THE INTERNATIONAL ACCOUNTING STANDARDS BOARD
(“IASB”) AND THE INTERNATIONAL FINANCIAL REPORTING
INTERPRETATIONS COMMITTEE (“IFRIC”).

SOME OF THE GROUP ENTITIES KEEP BOOKS OF ACCOUNTS IN
ACCORDANCE WITH ACCOUNTING POLICIES SPECIFIED IN THE
ACCOUNTING ACT DATED 29TH SEPTEMBER 1994 (“THE

ACCOUNTING ACT”) WITH SUBSEQUENT AMENDMENTS AND THE
REGULATIONS ISSUED BASED ON THAT AcT (“PoLisH
ACCOUNTING

STANDARDS”) OR IN ACCORDANCE WITH OTHER LOCAL
ACCOUNTING POLICIES APPLICABLE FOR FOREIGN ENTITIES. THE
CONSOLIDATED FINANCIAL STATEMENTS INCLUDES A NUMBER OF
ADJUSTMENTS NOT INCLUDED IN THE BOOKS OF ACCOUNT OF THE
GROUP ENTITIES, WHICH WERE MADE IN ORDER TO BRING THE
FINANCIAL STATEMENTS OF THOSE ENTITIES TO CONFORMITY
WITH IFRS.

6.2. FUNCTIONAL CURRENCY AND PRESENTATION CURRENCY

FUNCTIONAL CURRENCIES OF THE PARENT COMPANY AND OTHER
ENTITIES INCLUDED IN THIS HISTORICAL CONSOLIDATED
FINANCIAL INFORMATION ARE: POLISH zLOTY (PLN), SWEDISH
CROWN (SEK), Euro (EUR), NORWAY CROWN (NOK), LATVIAN

7. CHANGES IN ACCOUNTING POLICIES

THE ACCOUNTING POLICIES APPLIED TO PREPARE THIS
HISTORICAL CONSOLIDATED FINANCIAL INFORMATION ARE
CONSISTENT WITH THOSE APPLIED TO PREPARE THE
CONSOLIDATED FINANCIAL STATEMENTS OF THE COMPANY FOR
THE YEAR ENDED 31ST DECEMBER 2010, EXCEPT FOR THE
FOLLOWING AMENDMENTS TO THE STANDARDS AND NEW
INTERPRETATIONS APPLICABLE TO ANNUAL REPORTING PERIODS
BEGINNING ON 1ST JANUARY 2011:

m AMENDMENTS TO IAS 24 RELATED PARTY DISCLOSURES
(REVISED IN NOVEMBER 2009) - EFFECTIVE FOR FINANCIAL
YEARS BEGINNING ON OR AFTER 1ST JANUARY 2011. THE PURPOSE
OF THIS CHANGE IS SIMPLIFICATION AND CLARIFICATION OF
RELATED PARTY DEFINITION. THE AMENDMENT REMOVES THE
OBLIGATION TO  DISCLOSE INFORMATION  REGARDING
TRANSACTION WITH RELATED ENTITY IN REFERENCE TO THE
GOVERNMENT WHO CONTROLS OR JOINTLY CONTROLS THE
REPORTING ENTITY OR HAS A PROFOUND INFLUENCE ON THE
ENTITY, AND IN REFERENCE TO ANOTHER ENTITY WHO IS A
RELATED PARTY AS THE SAME GOVERNMENT CONTROLS OR
JOINTLY CONTROLS THE REPORTING ENTITY AND THE OTHER
ENTITY OR HAS A PROFOUND INFLUENCE ON THE ENTITIES. THE
ADOPTION OF THIS AMENDMENT DID NOT HAVE AN IMPACT ON

THE FINANCIAL POSITION OR PERFORMANCE OF THE GROUP

LATS (LVL), DANISH crROWN (DKK), POUND STERLING (GBP),
Swiss FRANC (CHF).

PRESENTATION CURRENCY OF THE HISTORICAL CONSOLIDATED
FINANCIAL INFORMATION IS POLISH zLOTY (PLN).

NEITHER ON THE SCOPE OF INFORMATION PRESENTED IN THE
GROUP’S FINANCIAL STATEMENTS.

m AMENDMENTS TO IFRIC 14 IAS 19 = THE LIMIT ON A DEFINED
BENEFIT ASSET, MINIMUM FUNDING REQUIREMENTS AND THEIR
INTERACTION:
REQUIREMENTS — EFFECTIVE FOR FINANCIAL YEARS BEGINNING
ON OR AFTER 1ST JANUARY 2011. THE AMENDMENT REMOVES AN
UNINTENDED CONSEQUENCE OF IFRIC 14 OF VOLUNTARY
PREPAYMENTS FOR RETIREMENT PURPOSES IN A SITUATION WHEN
AN ENTITY IS SUBJECT TO MINIMUM FUNDING REQUIREMENTS
(MFR).

THE ADOPTION OF THIS AMENDMENT DID NOT HAVE AN IMPACT

PREPAYMENTS OF A MINIMUM FUNDING

ON THE FINANCIAL POSITION OR PERFORMANCE OF THE GROUP.

m IFRIC 19 EXTINGUISHING FINANCIAL LIABILITIES WITH EQUITY
INSTRUMENTS — EFFECTIVE FOR FINANCIAL YEARS BEGINNING ON
OR AFTER 1ST JuLy 2010. IFRIC 19 CLARIFIES ACCOUNTING
PRINCIPLES APPLIED IN A SITUATION WHEN IN A RESULT OF
RENEGOTIATING BY AN ENTITY OF THE CONDITIONS OF ITS DEBT
THE LIABILITY IS BEING EXTINGUISHED BY ISSUING EQUITY
INSTRUMENTS BY THE DEBTOR FOR THE CREDITOR. THE
ADOPTION OF THIS AMENDMENT DID NOT HAVE AN IMPACT ON
THE FINANCIAL POSITION OR PERFORMANCE OF THE GROUP.

m  AMENDMENT TO IAS 32
PRESENTATION: CLASSIFICATION OF RIGHT ISSUES. THE

FINANCIAL INSTRUMENTS:
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AMENDMENT ADDRESSES THE ACCOUNTING FOR RIGHTS ISSUES
THAT ARE DENOMINATED IN A CURRENCY OTHER THAN THE
FUNCTIONAL CURRENCY OF THE ISSUER. THE ADOPTION OF THIS
AMENDMENT DID NOT HAVE AN IMPACT ON THE FINANCIAL
POSITION OR PERFORMANCE OF THE GROUP.

m IMPROVEMENTS TO IFRSS (ISSUED IN MAY 2010) - SOME
IMPROVEMENTS ARE EFFECTIVE FOR ANNUAL PERIODS BEGINNING
ON OR AFTER 1ST JULY 2010, THE REST IS EFFECTIVE FOR ANNUAL
PERIODS BEGINNING ON OR AFTER 17 JANUARY 2011. THE
ADOPTION OF THESE IMPROVEMENTS DID NOT HAVE AN IMPACT
ON THE FINANCIAL POSITION OR PERFORMANCE OF THE GROUP.

7.1. COMPARABILITY OF DATA

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY AS ON 31¥
DECEMBER 2011 PRESENTED IN THIS FINANCIAL INFORMATION
INCLUDES THE CHANGE IN PRESENTATION OF EQUITY COMPARED
TO CONSOLIDATED STATEMENT OF CHANGES IN EQUITY AS ON
31sT DECEMBER 2010 AND AS AT 31" DECEMBER 2009
PRESENTED IN THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31ST DECEMBER 2010. THE CHANGE IN PRESENTATION OF EQUITY
CONCERNS THE EXCLUSION OF POSITION ,DIVISION OF
FINANCIAL RESULT” AND TRANSFERRING A PART OF NET PROFIT TO
»SUPPLEMENTARY CAPITAL” AND TO ,,OTHER RESERVE CAPITALS”.
IN THE CONSOLIDATED REPORT FOR THE YEAR ENDED ON 317
DECEMBER 2010 THE ,SUPPLEMENTARY CAPITAL” AS ON 317
DECEMBER 2010 AMOUNTED TO PLN 63,555 THOUSAND, AND
AFTER THE CHANGE OF PRESENTATION IN THE HEREBY REPORT IT
AMOUNTS TO PLN 72,289 THOUSAND AND INCLUDES THE
AMOUNT OF PLN 8,734 THOUSAND RESULTING FROM THE

m AMENDMENTS TO IFRS 1 FIRST-TIME ADOPTION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS: LIMITED
EXEMPTION FROM COMPARATIVE IFRS 7 DISCLOSURES FOR
FIRST-TIME ADOPTERS, EFFECTIVE FOR ANNUAL PERIODS
BEGINNING ON OR AFTER 1 JULY 2010. THE ADOPTION OF THIS
AMENDMENT DID NOT HAVE AN IMPACT ON THE FINANCIAL
POSITION OR PERFORMANCE OF THE GROUP. THE GROUP HAS
NOT EARLY ADOPTED ANY OTHER STANDARD, INTERPRETATION OR
AMENDMENT THAT WAS ISSUED BUT IS NOT YET EFFECTIVE.

DIVISION OF STANDALONE NET PROFIT FOR YEAR 2009 AND
ASSIGNING A PART OF IT TO “SHARE PREMIUM”.

IN THE CONSOLIDATED REPORT FOR THE YEAR ENDED ON 317
DECEMBER 2010, THE POSITION ,,OTHER RESERVES” AMOUNTED
TOo PLN 9,217 THOUSAND AS ON 31ST DECEMBER 2010, AFTER
THE CHANGE OF PRESENTATION IN THE HEREBY REPORT IT
AMOUNTS TO PLN 40,131 THOUSAND, AND INCLUDES THE
AMOUNT OF PLN 30,914 THOUSAND, RESULTING FROM
RECORDING OF THE REST PART OF STANDALONE NET PROFIT FOR
YEAR 2009 (RESOLUTION NO 7 FROM 8TH JUNE 2010).

THE RESOLUTIONS ON DIVISION OF PROFIT ARE INCLUDED IN THE
CURRENT REPORT OF THE COMPANY NO 18/2011 REGARDING THE
DIVISION OF PROFIT FOR YEAR 2010 AND IN THE CURRENT
REPORT OF THE COMPANY NO 27/2010 REGARDING THE DIVISION
OF PROFIT FOR YEAR 20009.

8. AMENDMENTS TO EXISTING STANDARDS AND NEW REGULATIONS

THE FOLLOWING STANDARDS AND INTERPRETATIONS WERE
ISSUED BY THE IASB OR IFRIC BUT ARE NOT YET EFFECTIVE:

m THE FIRST PHASE OF IFRS 9 FINANCIAL INSTRUMENTS:
CLASSIFICATION AND MEASUREMENT — EFFECTIVE FOR FINANCIAL
YEARS BEGINNING ON OR AFTER 1ST JANUARY 2015 - NOT
ENDORSED BY EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION. IN SUBSEQUENT PHASES, THE IASB WILL ADDRESS
HEDGE ACCOUNTING AND IMPAIRMENT. THE APPLICATION OF THE
FIRST PHASE OF IFRS 9 WILL HAVE IMPACT ON CLASSIFICATION
AND

MEASUREMENT OF THE FINANCIAL ASSETS OF THE COMPANY /
GROUP. THE COMPANY / GROUP WILL QUANTIFY THE EFFECT IN
CONJUNCTION WITH THE OTHER PHASES, WHEN ISSUED, TO
PRESENT A COMPREHENSIVE PICTURE,

m AMENDMENT TO IFRS 7 FINANCIAL INSTRUMENTS -
DISCLOSURES: TRANSFER OF FINANCIAL ASSETS — EFFECTIVE FOR
FINANCIAL YEARS BEGINNING ON OR AFTER 1ST JULY 2011,

m AMENDMENTS TO IAS 12 INCOME TAX: DEFERRED TAX:
RECOVERY OF UNDERLYING ASSETS — EFFECTIVE FOR FINANCIAL
YEARS BEGINNING ON OR AFTER 1ST JANUARY 2012 - NOT
ENDORSED BY EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION,

m AMENDMENTS TO IFRS 1 FIRST-TIME ADOPTION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS: SEVERE
HYPERINFLATION AND REMOVAL OF FIXED DATES FOR FIRST-
TIME ADOPTERS — EFFECTIVE FOR FINANCIAL YEARS BEGINNING
ON OR AFTER 1ST JULY 2011 — NOT ENDORSED BY EU TILL THE
DATE OF APPROVAL OF THIS FINANCIAL INFORMATION,

m IFRS 10 CONSOLIDATED FINANCIAL STATEMENTS —
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EFFECTIVE FOR FINANCIAL YEARS BEGINNING ON OR AFTER 1¥
JANUARY 2013 - NOT ENDORSED BY EU TILL THE DATE OF
APPROVAL OF THIS FINANCIAL INFORMATION,

m IFRS 11 JOINT ARRANGEMENTS — EFFECTIVE FOR FINANCIAL
YEARS BEGINNING ON OR AFTER 1ST JANUARY 2013 - NOT
ENDORSED BY EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION,

m [FRS 12 DISCLOSURE OF INTERESTS IN OTHER ENTITIES -
EFFECTIVE FOR FINANCIAL YEARS BEGINNING ON OR AFTER 1¥
JANUARY 2013 - NOT ENDORSED BY EU TILL THE DATE OF
APPROVAL OF THIS FINANCIAL INFORMATION,

m IFRS 13 FAIR VALUE MEASUREMENT - EFFECTIVE FOR FINANCIAL
YEARS BEGINNING ON OR AFTER 1ST JANUARY 2013 - NOT
ENDORSED BY EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION,

m AMENDMENTS TO IAS 19 EMPLOYEE BENEFITS - EFFECTIVE FOR
FINANCIAL YEARS BEGINNING ON OR AFTER 1¥ JANUARY 2013,

m AMENDMENTS TO IAS 1 PRESENTATION OF FINANCIAL
STATEMENTS:  PRESENTATION OF ITEMS OF  OTHER
COMPREHENSIVE INCOME - EFFECTIVE FOR FINANCIAL YEARS
BEGINNING ON OR AFTER 1ST JULY 2012,

m IFRIC 20 STRIPPING COSTS IN THE PRODUCTION PHASE OF A
SURFACE MINE - EFFECTIVE FOR FINANCIAL YEARS BEGINNING
ON OR AFTER 1ST JANUARY 2013 — NOT ENDORSED BY EU TILL THE
DATE OF APPROVAL OF THIS FINANCIAL INFORMATION,

m AMENDMENTS TO IFRS 7 FINANCIAL INSTRUMENTS -
DISCLOSURES: OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES - EFFECTIVE FOR FINANCIAL YEARS BEGINNING ON OR

AFTER 1ST JANUARY 2013— NOT ENDORSED BY EU TILL THE DATE
OF APPROVAL OF THIS FINANCIAL INFORMATION,

m AMENDMENTS TO [AS 32 FINANCIAL INSTRUMENTS -
PRESENTATION: OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES- EFFECTIVE FOR FINANCIAL YEARS BEGINNING ON OR
AFTER 1ST JANUARY 2014 — NOT ENDORSED BY EU TILL THE DATE
OF APPROVAL OF THIS FINANCIAL INFORMATION,

m AMENDMENTS TO IFRS 1 FIRST-TIME ADOPTION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS:
GOVERNMENT LOANS - EFFECTIVE FOR FINANCIAL YEARS
BEGINNING ON OR AFTER 1ST JANUARY 2013 — NOT ENDORSED BY
EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION.

m IMPROVEMENTS TO IFRSS (2009-2011) — NOT ENDORSED BY
EU TILL THE DATE OF APPROVAL OF THIS FINANCIAL
INFORMATION.

m AMENDMENTS TO IFRS 10, IFRS 11 AND IFRS 12: TRANSITION
GUIDANCE) = NOT ENDORSED BY EU TILL THE DATE OF APPROVAL
OF THIS FINANCIAL INFORMATION.

THE MANAGEMENT BOARD DOES NOT EXPECT THE INTRODUCTION
OF THE ABOVE-MENTIONED AMENDMENTS AND INTERPRETATIONS
TO HAVE A SIGNIFICANT EFFECT ON THE ACCOUNTING POLICIES
APPLIED BY THE GROUP, APART FROM CHANGES IN IAS 19. THE
MANAGEMENT IS CURRENTLY ANALYZING THE INFLUENCE OF
CHANGES IN IAS 19 ON THE CONSOLIDATED FINANCIAL
STATEMENTS OF THE GROUP.

9. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

9.1. BASIS OF CONSOLIDATION

THIS HISTORICAL CONSOLIDATED FINANCIAL INFORMATION
COMPRISE THE FINANCIAL STATEMENTS OF ARCTIC PAPER S.A.
AND ITS SUBSIDIARIES FOR THE YEAR ENDED 31ST DECEMBER
2011.

THE FINANCIAL STATEMENTS OF THE SUBSIDIARIES ARE PREPARED
FOR THE SAME REPORTING PERIOD AS THOSE OF THE PARENT
COMPANY, USING CONSISTENT ACCOUNTING POLICIES, AND
BASED ON THE SAME ACCOUNTING POLICIES APPLIED TO SIMILAR
BUSINESS TRANSACTIONS AND EVENTS. ADJUSTMENTS ARE MADE
TO BRING INTO LINE ANY DISSIMILAR ACCOUNTING POLICIES
THAT MAY EXIST. ALL SIGNIFICANT INTERCOMPANY BALANCES
AND TRANSACTIONS, INCLUDING UNREALISED GAINS ARISING
FROM INTRA-GROUP TRANSACTIONS, HAVE BEEN ELIMINATED IN
FULL.

UNREALISED LOSSES ARE ELIMINATED UNLESS THEY INDICATE
IMPAIRMENT.

SUBSIDIARIES ARE CONSOLIDATED FROM THE DATE ON WHICH
CONTROL IS OBTAINED BY THE GROUP AND CEASE TO BE
CONSOLIDATED FROM THE DATE ON WHICH SUCH CONTROL IS
TRANSFERRED OUT OF THE GROUP. AN ENTITY IS CONTROLLED BY
THE PARENT COMPANY WHEN THE PARENT HAS, DIRECTLY OR
INDIRECTLY THROUGH ITS SUBSIDIARIES, MORE THAN HALF OF
THE VOTES AT THE SHAREHOLDERS MEETING OF THAT ENTITY,
UNLESS IT IS POSSIBLE TO PROVE THAT SUCH HOLDING DOES NOT
REPRESENT CONTROL. CONTROL IS ALSO EXERCISED IF THE
COMPANY HAS THE POWER TO GOVERN THE FINANCIAL OR
OPERATING POLICY OF AN ENTERPRISE.
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CHANGES IN THE PARENT'S OWNERSHIP INTEREST THAT DO NOT
RESULT IN LOSS OF CONTROL OF THE SUBSIDIARY ARE
ACCOUNTED FOR AS EQUITY TRANSACTIONS. IN SUCH CASES, TO
REFLECT CHANGES IN THE RELATIVE SHARES IN THE SUBSIDIARY
THE GROUP REVISES THE CARRYING VALUE OF CONTROLLING AND

9.2. FOREIGN CURRENCY TRANSLATION

TRANSACTIONS DENOMINATED IN CURRENCIES OTHER THAN
FUNCTIONAL CURRENCY OF THE ENTITY ARE TRANSLATED INTO
FUNCTIONAL CURRENCY AT THE FOREIGN EXCHANGE RATE
PREVAILING ON THE TRANSACTION DATE.

ON THE BALANCE SHEET DATE, MONETARY ASSETS AND
LIABILITIES EXPRESSED IN CURRENCIES OTHER THAN FUNCTIONAL
CURRENCY OF THE ENTITY ARE TRANSLATED INTO FUNCTIONAL
CURRENCY USING THE AVERAGE FOREIGN EXCHANGE RATE
PREVAILING FOR THE GIVEN CURRENCY AT THE END OF THE
REPORTED PERIOD. EXCHANGE DIFFERENCES RESULTING FROM
TRANSLATION ARE RECORDED UNDER FINANCE REVENUE OR
FINANCE COSTS OR UNDER CAPITALIZED COST OF ASSETS, BASED
ON DEFINED EXAMPLES IN ACCOUNTING POLICY. NON-MONETARY
FOREIGN CURRENCY ASSETS AND LIABILITIES RECOGNIZED AT
HISTORICAL COST ARE TRANSLATED AT THE HISTORICAL FOREIGN
EXCHANGE RATE PREVAILING ON THE TRANSACTION DATE. NON-
MONETARY FOREIGN CURRENCY ASSETS AND LIABILITIES
RECOGNIZED AT FAIR VALUE ARE TRANSLATED INTO POLISH ZLOTY

NONCONTROLLING SHARES. ANY DIFFERENCE BETWEEN THE
AMOUNT OF CORRECTION OF NON-CONTROLLING INTERESTS AND
THE FAIR VALUE OF THE PRICE PAID OR RECEIVED ARE
RECOGNIZED IN EQUITY AND ATTRIBUTED TO THE OWNERS OF THE
PARENT.

USING THE RATE OF EXCHANGE BINDING AS AT THE DATE OF RE-
MEASUREMENT TO FAIR VALUE.

THE FUNCTIONAL CURRENCIES OF THE FOREIGN SUBSIDIARIES
ARE EUR, SEK, LVL, DKK, NOK, GBP AND CHF. ON THE BALANCE
SHEET DATE, THE ASSETS AND LIABILITIES OF THESE SUBSIDIARIES
ARE TRANSLATED INTO THE PRESENTATION CURRENCY OF THE
GROUP (POLISH ZLOTY) USING THE RATE OF EXCHANGE
PREVAILING AT THE BALANCE SHEET DATE AND THEIR INCOME
STATEMENTS ARE TRANSLATED USING THE WEIGHTED AVERAGE
EXCHANGE RATES FOR THE GIVEN REPORTING PERIOD. THE
EXCHANGE DIFFERENCES ARISING ON THE TRANSLATION ARE
TAKEN DIRECTLY TO EQUITY AND ACCUMULATED IN A SEPARATE
POSITION OF EQUITY. ON DISPOSAL OF A FOREIGN OPERATION,
THE CUMULATIVE AMOUNT OF THE DEFERRED EXCHANGE
DIFFERENCES RECOGNIZED IN EQUITY AND RELATING TO THAT
PARTICULAR FOREIGN OPERATION SHALL BE RECOGNIZED IN THE
INCOME STATEMENT.

THE FOLLOWING EXCHANGE RATES WERE USED FOR VALUATION PURPOSES:

The following exchange rate were used for valuation purposes

As at 31 December 2011 As at 31 December 2010 As at 31 December 2009

usD 3.4174 2.9641 2.8503
EUR 4.4168 3.9603 4.1082
SEK 0.4950 0.4415 0.4000
LVL 6.3120 5.5830 5.7919
DKK 0.5941 0.5313 0.5520
NOK 0.5676 0.5071 0.4946
GBP 5.2691 4.5938 4.5986
CHF 3.6333 3.1639 2.7661

WEIGHTED AVERAGE FOREIGN EXCHANGE RATES FOR THE REPORTING PERIODS ARE AS FOLLOWS:
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Weighted average foreign exchange rates for the reporting periods as follows:

01/01-31/12/2011

01/01-31/12/2010

01/01-31/12/2009

UsD 2.9636 3.0199 2.8352

EUR 4.1196 3.9993 4.3282

SEK 0.4561 0.4190 0.4074

LVL 5.8339 5.6357 6.1331

DKK 0.5529 0.5363 0.5812

NOK 0.5284 0.4988 0.4956

GBP 4.7470 4.6587 4.8586

CHF 3.3481 2.8983 2.8667

9.3. PROPERTY, PLANT AND EQUIPMENT

PROPERTY, PLANT AND EQUIPMENT ARE MEASURED AT COST Tige Period
(PRICE OF PURCHASE OR CONSTRUCTION COST) LESS

ACCUMULATED DEPRECIATION AND IMPAIRMENT LOSSES. THE Ea_ﬁ'gsaﬂmh[ﬁm 25-5]yeas
INITIAL VALUE OF AN ITEM OF PROPERTY, PLANT AND EQUIPMENT Pl and ey 5- 2 yeas
COMPRISES ITS PURCHASE PRICE AND ANY DIRECTLY .

ATTRIBUTABLE COSTS OF BRINGING THE ASSET TO WORKING Uz equpnet 3-lyeas
CONDITION FOR ITS INTENDED USE. COST ALSO COMPRISES THE Motr vehces §-10yeas
COST OF REPLACEMENT OF FIXED ASSET COMPONENTS WHEN Compess {-10yeas

INCURRED, IF THE RECOGNITION CRITERIA HAVE BEEN MET.
SUBSEQUENT EXPENDITURES, SUCH AS REPAIR OR MAINTENANCE
COSTS, ARE EXPENSED AS PRESENTED IN THE INCOME STATEMENT
IN THE REPORTING PERIOD IN WHICH THEY WERE INCURRED.
UPON PURCHASE, FIXED ASSETS ARE DIVIDED INTO COMPONENTS,
WHICH REPRESENT ITEMS WITH A SIGNIFICANT VALUE THAT CAN
BE ALLOCATED A SEPARATE USEFUL LIFE.

OVERHAULS ALSO REPRESENT ASSET COMPONENT.

PROPERTY, PLANT AND EQUIPMENT ARE DEPRECIATED USING THE
STRAIGHT-LINE METHOD OVER THEIR ESTIMATED USEFUL LIVES,
PRESENTED AS BELOW:

RESIDUAL VALUES, USEFUL LIVES AND DEPRECIATION METHODS
OF PROPERTY, PLANT AND EQUIPMENT ARE REVIEWED ANNUALLY
AND, IF NECESSARY, ADJUSTED RETROSPECTIVELY I.E. WITH
EFFECT FROM THE BEGINNING OF THE REPORTING PERIOD THAT
HAS JUST ENDED.
AN ITEM OF

PROPERTY, PLANT AND EQUIPMENT IS

DERECOGNIZED UPON DISPOSAL OR WHEN NO FUTURE
ECONOMIC BENEFITS ARE EXPECTED FROM ITS FURTHER USE. ANY
GAIN OR LOSS ARISING ON DERECOGNITION OF AN ASSET
(CALCULATED AS THE DIFFERENCE BETWEEN THE NET DISPOSAL
PROCEEDS AND THE CARRYING AMOUNT OF THE ASSET) IS
RECOGNIZED IN THE INCOME STATEMENT FOR THE PERIOD IN
WHICH DERECOGNITION TOOK PLACE.

ASSETS UNDER CONSTRUCTION (CONSTRUCTION IN PROGRESS)
INCLUDE ASSETS IN THE COURSE OF CONSTRUCTION OR
ASSEMBLY AND ARE RECOGNIZED AT PURCHASE PRICE OR COST
OF CONSTRUCTION LESS ANY IMPAIRMENT LOSSES. ASSETS
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UNDER CONSTRUCTION ARE NOT DEPRECIATED UNTIL COMPLETED

9.4. INVESTMENT PROPERTIES

INVESTMENT PROPERTIES ARE INITIALLY MEASURED AT COST,
INCLUDING TRANSACTION COSTS. THE CARRYING AMOUNT
INCLUDES THE COST OF REPLACING PART OF AN EXISTING
INVESTMENT PROPERTY AT THE TIME THE COST IS INCURRED IF
THE RECOGNITION CRITERIA ARE MET; AND EXCLUDES THE COSTS
OF DAY-TO-DAY SERVICING OF AN INVESTMENT PROPERTY.
SUBSEQUENT TO INITIAL RECOGNITION, THE VALUE OF
INVESTMENT PROPERTIES IS PRESENTED ACCORDING TO FAIR
VALUE. ANY GAINS OR LOSSES RESULTING FROM CHANGES OF
FAIR VALUE OF THE INVESTMENT PROPERTIES ARE RECOGNIZED IN
GAIN OR LOSS OF THE PERIOD IN WHICH IT OCCURRED.
INVESTMENT PROPERTY IS DERECOGNIZED WHEN DISPOSED OF
OR PERMANENTLY WITHDRAWN FROM USE AND NO FUTURE
BENEFITS ARE EXPECTED FROM ITS DISPOSAL. ANY GAINS OR
LOSSES ON DERECOGNITION OF INVESTMENT PROPERTY ARE
RECOGNIZED IN THE INCOME STATEMENT FOR THE YEAR IN

9.5. INTANGIBLE ASSETS

INTANGIBLE ASSETS ACQUIRED SEPARATELY OR CONSTRUCTED (IF
THEY MEET THE RECOGNITION CRITERIA FOR DEVELOPMENT
COSTS) ARE MEASURED ON INITIAL RECOGNITION AT COST. THE
COST OF INTANGIBLE ASSETS ACQUIRED IN A BUSINESS
COMBINATION IS FAIR VALUE AS ON THE DATE OF COMBINATION.
FOLLOWING INITIAL RECOGNITION, INTANGIBLE ASSETS ARE
CARRIED AT COST LESS ANY ACCUMULATED AMORTIZATION AND
ANY ACCUMULATED IMPAIRMENT WRITE-OFFS. EXPENDITURES
INCURRED FOR INTERNALLY GENERATED INTANGIBLE ASSETS,
EXCLUDING CAPITALIZED DEVELOPMENT COSTS, ARE NOT
CAPITALIZED AND ARE CHARGED AGAINST PROFITS IN THE YEAR
IN WHICH THEY ARE INCURRED.

THE USEFUL LIVES OF INTANGIBLE ASSETS ARE ASSESSED BY THE
GROUP TO BE EITHER FINITE OR INDEFINITE. INTANGIBLE ASSETS
WITH FINITE LIVES ARE AMORTISED OVER THE USEFUL LIFE AND
ASSESSED FOR IMPAIRMENT WHENEVER THERE IS AN INDICATION
THAT THE INTANGIBLE ASSET MAY BE IMPAIRED. THE
AMORTIZATION PERIOD AND THE AMORTIZATION METHOD FOR AN
INTANGIBLE ASSET WITH A FINITE USEFUL LIFE ARE REVIEWED AT
LEAST AT EACH FINANCIAL YEAR END. CHANGES IN THE EXPECTED
USEFUL LIFE OR THE EXPECTED PATTERN OF CONSUMPTION OF
FUTURE ECONOMIC BENEFITS EMBODIED IN THE ASSET ARE
ACCOUNTED FOR BY CHANGING THE

AMORTIZATION PERIOD OR METHOD, AS APPROPRIATE, AND
TREATED AS CHANGES IN ACCOUNTING ESTIMATES. THE

AND BROUGHT INTO USE.

WHICH SUCH DERECOGNITION TOOK PLACE. TRANSFERS OF
ASSETS ARE MADE TO INVESTMENT PROPERTIES WHEN, AND ONLY
WHEN, THERE IS A CHANGE IN USE, EVIDENCED BY ENDING OF
OWNER OCCUPATION, COMMENCEMENT OF AN OPERATING LEASE,
AND THE GROUP ACCOUNTS FOR SUCH PROPERTY IN
ACCORDANCE WITH THE POLICY STATED UNDER PROPERTY, PLANT
AND EQUIPMENT (NOTE 9.3) UP TO THE DATE OF CHANGE IN USE.
FOR A TRANSFER OF ASSETS FROM INVENTORIES TO INVESTMENT
PROPERTY, ANY DIFFERENCE BETWEEN THE FAIR VALUE OF THE
PROPERTY AT THAT DATE AND ITS PREVIOUS CARRYING AMOUNT IS
RECOGNIZED IN PROFIT OR LOSS.

FOR A TRANSFER FROM INVESTMENT PROPERTY TO
OWNEROCCUPIED PROPERTY OR INVENTORIES, THE DEEMED COST
OF PROPERTY FOR SUBSEQUENT ACCOUNTING IS ITS FAIR VALUE

ON THE DATE OF CHANGE IN USE.

AMORTIZATION EXPENSE ON INTANGIBLE ASSETS WITH FINITE
LIVES IS RECOGNIZED IN THE INCOME STATEMENT IN THE
EXPENSE CATEGORY CONSISTENT WITH THE FUNCTION OF THE
INTANGIBLE ASSET.

INTANGIBLE ASSETS WITH INDEFINITE USEFUL LIVES AND THOSE
THAT ARE NOT IN USE ARE TESTED FOR IMPAIRMENT ANNUALLY
EITHER INDIVIDUALLY OR AT THE CASH GENERATING UNIT LEVEL.
USEFUL LIVES ARE REVIEWED ON AN ANNUAL BASIS AND, IF
NECESSARY, ARE ADJUSTED WITH EFFECT FROM THE BEGINNING
OF THE FINANCIAL YEAR THAT HAS JUST ENDED.

RESEARCH AND DEVELOPMENT COSTS

RESEARCH COSTS ARE PRESENTED IN THE PROFIT AND LOSS
ACCOUNT AS INCURRED. DEVELOPMENT EXPENDITURE INCURRED
ON AN INDIVIDUAL PROJECT IS CARRIED FORWARD WHEN ITS
FUTURE RECOVERABILITY CAN REASONABLY BE REGARDED AS
ASSURED.

FOLLOWING THE INITIAL RECOGNITION, THE HISTORICAL COST
MODEL IS APPLIED, WHICH REQUIRES THE ASSET TO BE CARRIED
AT COST LESS ANY ACCUMULATED AMORTIZATION AND
ACCUMULATED IMPAIRMENT LOSSES. ANY EXPENDITURE CARRIED
FORWARD IS AMORTISED OVER THE PERIOD OF EXPECTED FUTURE
SALES FROM THE RELATED PROJECT.

THE CARRYING AMOUNT OF DEVELOPMENT COSTS IS REVIEWED
FOR IMPAIRMENT ANNUALLY WHEN THE ASSET IS NOT YET IN USE,
OR MORE FREQUENTLY WHEN AN INDICATION OF IMPAIRMENT IS
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IDENTIFIED DURING THE REPORTING PERIOD, WHICH MAY
SUGGEST THAT THE CARRYING AMOUNT MAY NOT BE

A SUMMARY OF THE POLICIES APPLIED TO THE GROUP'S
INTANGIBLE ASSETS IS AS FOLLOWS:

RECOVERABLE.
Customer relafionship Trademarks Licences and Sofware
Useful lives 10 years Indefinite 2-5years
Method of amortisation 10 years on a staightline basis Not amorised 2-5 years on a straightdine basis
Intemally generated or acquired Acquired Acguired Acaquired
Annual assesment fo defermine Annual assesment fo defermine
wheher there is any indication fhat Annualy and where an indicaion of wheher there is any indicaion that
Impairment tesing an assels may be impaired impairment exists an assefs may be impaired

AFTER ANALYZING THE RELEVANT FACTORS, FOR TRADEMARKS
GROUP DOES NOT DEFINE THE LIMIT OF ITS USEFUL LIFE. THE
INTENTION OF THE GROUP IS TO OPERATE FOR AN INDEFINITE
PERIOD UNDER THE SAME TRADEMARK AND IT IS BELIEVED THAT IT
WILL NOT BECOME IMPAIRED. CONSEQUENTLY, AND 1IN
ACCORDANCE WITH IAS 38, THE GROUP DOES NOT AMORTISE
INTANGIBLE ASSETS WITH INDEFINITE USEFUL LIVES. USEFUL LIFE
OF SUCH RESOURCES SHOULD BE REVIEWED IN EACH REPORTING
PERIOD, IN ORDER TO DETERMINE WHETHER EVENTS AND
CIRCUMSTANCES CONTINUE TO CONFIRM THE ASSUMPTION OF
THE INDEFINITE USEFUL LIFE OF THIS ASSET.

GAINS OR LOSSES ARISING FROM DERECOGNITION OF AN
INTANGIBLE ASSET ARE MEASURED AS THE DIFFERENCE BETWEEN
THE NET DISPOSAL PROCEEDS AND THE CARRYING AMOUNT OF
THE ASSET AND ARE RECOGNIZED IN THE INCOME STATEMENT
WHEN THE ASSET IS DERECOGNIZED.

9.5.1. GoobwiILL

GOODWILL ON ACQUISITION IS INITIALLY MEASURED AT COST
BEING THE EXCESS OF:

u THE SUM OF:

- PAYMENT TRANSFERRED,

- THE AMOUNT OF ALL NON-CONTROLLING INTEREST IN THE
ENTITY BEING ACQUIRED AND

- IN CASE OF COMBINATION OF ENTITIES PERFORMED IN STAGES,
THE FAIR VALUE OF SHARES WHICH PREVIOUSLY BELONGED TO
THE ACQUIRING ENTITY, AS ON THE DATE OF ACQUISITION,

m OVER THE NET AMOUNT SET AS ON THE DAY OF ACQUISITION OF
THE IDENTIFIABLE VALUE OF ASSETS AND LIABILITIES ACQUIRED.
FOLLOWING INITIAL RECOGNITION, GOODWILL IS MEASURED AT
COST LESS ANY ACCUMULATED IMPAIRMENT LOSSES. GOODWILL
IS REVIEWED FOR IMPAIRMENT ANNUALLY OR MORE FREQUENTLY
IF EVENTS OR CHANGES IN CIRCUMSTANCES INDICATE THAT THE
CARRYING AMOUNT MAY BE IMPAIRED. GOODWILL IS NOT
AMORTISED.

As ON THE ACQUISITION DATE, ANY GOODWILL ACQUIRED IS
ALLOCATED TO EACH OF THE CASH-GENERATING UNITS THAT ARE

EXPECTED TO BENEFIT FROM THE COMBINATION. EACH UNIT, OR
SET OF UNITS, TO WHICH THE GOODWILL HAS BEEN ALLOCATED
SHOULD:

®m REPRESENT THE LOWEST LEVEL WITHIN THE GROUP AT WHICH
THE GOODWILL IS MONITORED FOR INTERNAL MANAGEMENT
PURPOSES, AND

m BE NOT GREATER THAN A SINGLE OPERATING SEGMENT, ON THE
BASIS OF IFRS 8 “OPERATING SEGMENTS”. IMPAIRMENT IS
DETERMINED FOR GOODWILL BY ASSESSING THE RECOVERABLE
AMOUNT OF THE CASH-GENERATING UNIT TO WHICH THE
GOODWILL HAS BEEN ALLOCATED. WHERE THE RECOVERABLE
AMOUNT OF THE CASH-GENERATING UNIT IS LESS THAN THE
CARRYING AMOUNT, AN IMPAIRMENT LOSS IS RECOGNIZED. IF
GOODWILL REPRESENTS PART OF A CASH-GENERATING UNIT AND
PART OF THE OPERATIONS WITHIN THAT UNIT IS DISPOSED OF,
THE GOODWILL ASSOCIATED WITH THE OPERATIONS DISPOSED OF
IS INCLUDED IN THE CARRYING AMOUNT OF THE OPERATIONS
WHEN DETERMINING GAIN OR LOSS ON DISPOSAL OF THE
OPERATION.

GOODWILL DISPOSED OF IN SUCH CIRCUMSTANCES IS MEASURED
ON THE BASIS OF THE RELATIVE VALUE OF THE OPERATIONS
DISPOSED OF AND THE VALUE OF THE PORTION OF THE CASH-
GENERATING UNIT RETAINED.

9.5.2. EMISSION RIGHTS

THE GROUP OPERATING AS A BUSINESS ENTITY OWNS POWER
PLANTS AND FOR THIS REASON IT HOLDS EMISSION RIGHTS
WHICH ARE USED DURING THE COURSE OF ITS BUSINESS
OPERATIONS.

THE GROUP APPLIES THE NET LIABILITY METHOD TO RECOGNIZE
EMISSION RIGHTS IN ITS BOOKS. THIS MEANS THAT THE RIGHTS
ORIGINALLY ACQUIRED FREE OF CHARGE ARE RECOGNIZED IN THE
BALANCE SHEET AT THE “ZERO” ACQUISITION COST AND THE
PROVISION FOR THE GROUP OBLIGATION TO REDEEM AN
APPROPRIATE NUMBER OF EMISSION RIGHTS IS CREATED WHEN
THE DEFICIT IN THE EMISSION RIGHTS HELD IS ASCERTAINED. IN
THE CASE OF EMISSION RIGHTS ACQUIRED TO COVER FUTURE
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DEFICIT, SUCH RIGHTS ARE INITIALLY RECOGNIZED AT
ACQUISITION COST AMONG OTHER INTANGIBLE ASSETS.
PROVISION FOR THE DEFICIT OF EMISSION RIGHTS IS MEASURED
THEN IN ACCORDANCE WITH THE VALUE OF INTANGIBLES
ACQUIRED.

PROVISION IS RECOGNIZED BASED ON THE ANNUAL LIMIT OF
EMISSION RIGHTS.

Poricy FOR CER/EUA SWAP TRANSACTIONS

THE GROUP ENTERS INTO FORWARD SWAP AGREEMENTS
("EUA/CER SwWAPS") WITH THIRD PARTIES TO EXCHANGE THE
RIGHTS TO EMIT CO2 WITHIN EUROPEAN UNION EMISSION
ALLOWANCES ("EUA") AT A FUTURE DATE (PRIOR TO THE DATE AT
WHICH THE UTILITY NEEDS TO SATISFY ITS OBLIGATION FOR THAT
PERIOD) FOR THE SAME QUANTITY OF CERTIFIED EMISSION
RepucTioNs ("CER"). IF THE EUA/CER SWAP IS ENTERED INTO
AND WILL CONTINUE TO BE HELD TO USE CER FOR COVERING
OWN LIABILITIES FOR WRITE-OFF OF THE EMISSION RIGHTS (I.E.,
TO SATISFY OBLIGATIONS RESULTING FROM THE EMISSION OF
CO2), IT IS OUTSIDE THE SCOPE OF IAS 39.

ACCOUNTING WHEN CASH IS RECEIVED

9.6. LEASES

GROUP AS LESSEE

FINANCE LEASES, WHICH TRANSFER TO THE GROUP
SUBSTANTIALLY ALL THE RISKS AND BENEFITS INCIDENTAL TO
OWNERSHIP OF THE LEASED ITEM, ARE CAPITALIZED AT THE
INCEPTION OF THE LEASE AT THE FAIR VALUE OF THE LEASED
PROPERTY OR, IF LOWER, AT THE PRESENT VALUE OF THE
MINIMUM LEASE PAYMENTS. LEASE PAYMENTS ARE APPORTIONED
BETWEEN THE FINANCE CHARGES AND REDUCTION OF THE LEASE
LIABILITY SO AS TO ACHIEVE A CONSTANT RATE OF INTEREST ON
THE REMAINING BALANCE OF THE LIABILITY. FINANCE CHARGES

ARE CHARGED DIRECTLY TO THE INCOME STATEMENT.

9.7. IMPAIRMENT OF NON-FINANCIAL ASSETS

AN ASSESSMENT IS MADE ON EACH REPORTING DATE TO
DETERMINE WHETHER THERE IS ANY INDICATION THAT A
NONFINANCIAL NON-CURRENT ASSET MAY BE IMPAIRED. IF SUCH
INDICATION EXISTS, OR IN CASE AN ANNUAL IMPAIRMENT
TESTING IS REQUIRED, THE GROUP MAKES AN ESTIMATE OF THE
RECOVERABLE AMOUNT OF THAT ASSET OR THE CASH GENERATING
UNIT THAT THE ASSET IS A PART OF.

THE RECOVERABLE AMOUNT OF AN ASSET OR A CASHGENERATING
UNIT IS THE HIGHER OF THE ASSET’S OR CASHGENERATING UNIT’S

IF THE CASH 1S RECEIVED BEFORE THE EUA/CER SWAP MATURES
DEFERRED INCOME IS RECOGNIZED IN RESPECT OF THAT AMOUNT
AS THE EUA HAS NOT BEEN DELIVERED ON THAT DATE.
ACCOUNTING EUA/CER
MATURITY

THE CER ARE RECOGNIZED AT THEIR FAIR VALUE. ANY
DIFFERENCE BETWEEN (I) THE TOTAL OF THE CASH RECEIVED AND
THE FAIR VALUE OF THE CER RECEIVED AND (II) THE HISTORICAL
VALUE OF THE EUA GIVEN UP IS RECOGNIZED AS A GAIN (OR
LOSS). ANY DEFERRED INCOME IS RECOGNIZED IN THE INCOME
STATEMENT, AS PART OF THIS GAIN (OR LOSS).

9.5.3. COGENERATION CERTIFICATES

THE GROUP AS AN ENTITY PRODUCING ELECTRIC ENERGY IN

FOR THE EXCHANGE AT

COGENERATION RECEIVES “YELLOW CERTIFICATES” OF ORIGIN.
REVENUES FROM THESE CERTIFICATES ARE RECOGNIZED AS
DECREASE OF COST IN THE MOMENT OF PRODUCTION AND
VALUED AT CURRENT MARKET PRICES PROVIDED THE MARKET FOR
SUCH CERTIFICATES IS ACTIVE. OTHERWISE, REVENUES ARE
RECOGNIZED UPON SALE OF CERTIFICATES. THE VALUE OF
CERTIFICATES IS RECOGNIZED UNDER INTANGIBLE ASSETS.
DETAILS CONCERNING THE CERTIFICATES RECEIVED IN THE
CURRENT YEAR WERE PRESENTED IN NOTE 43.

CAPITALIZED LEASED ASSETS ARE DEPRECIATED OVER THE
SHORTER OF THE ESTIMATED USEFUL LIFE OF THE ASSET OR THE
LEASE TERM.

LEASES WHERE THE LESSOR RETAINS SUBSTANTIALLY ALL THE
RISKS AND BENEFITS OF OWNERSHIP OF THE ASSET ARE
CLASSIFIED AS OPERATING LEASES. INITIAL DIRECT COSTS
INCURRED IN NEGOTIATING AN OPERATING LEASE AND
SUBSEQUENT LEASE PAYMENTS ARE RECOGNIZED AS AN EXPENSE
IN THE INCOME STATEMENT ON A STRAIGHT-LINE BASIS OVER THE
LEASE TERM.

FAIR VALUE LESS COSTS TO SELL AND ITS VALUE IN USE. THE
RECOVERABLE AMOUNT IS DETERMINED FOR AN INDIVIDUAL
ASSET, UNLESS THE ASSET DOES NOT GENERATE CASH INFLOWS
THAT ARE LARGELY INDEPENDENT OF THOSE FROM OTHER ASSETS
OR GROUPS OF ASSETS. WHERE THE CARRYING AMOUNT OF AN
ASSET EXCEEDS ITS RECOVERABLE AMOUNT, THE ASSET IS
CONSIDERED IMPAIRED AND IS WRITTEN DOWN TO ITS
RECOVERABLE AMOUNT. IN ASSESSING VALUE IN USE, THE
ESTIMATED FUTURE CASH FLOWS ARE DISCOUNTED TO THEIR
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PRESENT VALUE USING A PRE-TAX DISCOUNT RATE THAT REFLECTS
CURRENT MARKET ASSESSMENTS OF THE TIME VALUE OF MONEY
AND THE RISKS SPECIFIC TO THE ASSET. IMPAIRMENT LOSSES OF
CONTINUING OPERATIONS ARE RECOGNISED IN THE INCOME
STATEMENT IN THE EXPENSE CATEGORIES CONSISTENT WITH THE
FUNCTION OF THE IMPAIRED ASSET.

AN ASSESSMENT IS MADE ON EACH REPORTING DATE AS TO
WHETHER THERE IS ANY [INDICATION THAT PREVIOUSLY
RECOGNISED IMPAIRMENT LOSSES MAY NO LONGER EXIST OR
MAY HAVE DECREASED. IF SUCH INDICATION EXISTS, THE GROUP
MAKES AN ESTIMATE OF RECOVERABLE AMOUNT. A PREVIOUSLY
RECOGNISED IMPAIRMENT LOSS IS REVERSED ONLY IF THERE HAS
BEEN A CHANGE IN THE ESTIMATES USED TO DETERMINE THE

9.8. BORROWING COSTS

BORROWING COSTS ARE CAPITALIZED AS PART OF THE COST OF
PROPERTY, PLANT AND EQUIPMENT, INVESTMENT PROPERTIES,
INTANGIBLE ASSETS AND FINISHED GOODS. BORROWING COSTS
INCLUDE INTEREST CALCULATED USING THE EFFECTIVE INTEREST

9.9. FINANCIAL ASSETS

FINANCIAL ASSETS ARE CLASSIFIED INTO ONE OF THE FOLLOWING
CATEGORIES:

m FINANCIAL ASSETS HELD TO MATURITY,

m FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS,

m LOANS AND RECEIVABLES,

m FINANCIAL ASSETS AVAILABLE FOR SALE

FINANCIAL ASSETS HELD TO MATURITY

FINANCIAL ASSETS HELD TO MATURITY ARE NON-DERIVATIVE
FINANCIAL ASSETS WITH FIXED OR DETERMINABLE PAYMENTS AND
FIXED MATURITIES, WHICH THE GROUP HAS THE POSITIVE
INTENTION AND ABILITY TO HOLD UNTIL MATURITY, OTHER THAN:
® THOSE THAT UPON INITIAL RECOGNITION ARE DESIGNATED AS
AT FAIR VALUE THROUGH PROFIT OR LOSS;

® THOSE THAT ARE DESIGNATED AS AVAILABLE FOR SALE; AND

®m THOSE THAT MEET THE DEFINITION OF LOANS AND
RECEIVABLES.

FINANCIAL ASSETS HELD TO MATURITY ARE MEASURED AT
AMORTISED COST USING THE EFFECTIVE INTEREST RATE.
FINANCIAL ASSETS HELD TO MATURITY ARE CLASSIFIED AS NON-
CURRENT ASSETS IF THEY ARE FALLING DUE WITHIN MORE THAN
12 MONTHS FROM THE BALANCE SHEET DATE.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

ASSET’S RECOVERABLE AMOUNT SINCE THE LAST IMPAIRMENT
LOSS WAS RECOGNISED. IF THAT IS THE CASE, THE CARRYING
AMOUNT OF THE ASSET IS INCREASED TO ITS RECOVERABLE
AMOUNT. THAT INCREASED AMOUNT CANNOT EXCEED THE
CARRYING AMOUNT THAT WOULD HAVE BEEN DETERMINED, NET
OF DEPRECIATION OR AMORTISATION, HAD NO IMPAIRMENT LOSS
BEEN RECOGNISED FOR THE ASSET IN PRIOR YEARS. SUCH
REVERSAL IS RECOGNISED IMMEDIATELY IN THE INCOME
STATEMENT. AFTER A REVERSAL OF AN IMPAIRMENT LOSS IS
RECOGNISED, THE DEPRECIATION (AMORTISATION) CHARGE FOR
THE ASSET IS ADJUSTED IN FUTURE PERIODS TO ALLOCATE THE
ASSET’S CARRYING AMOUNT, LESS ITS RESIDUAL VALUE (IF ANY),
ON A SYSTEMATIC BASIS OVER ITS REMAINING USEFUL LIFE.

METHOD, FINANCE CHARGES IN RESPECT OF FINANCE LEASES AND
FOREIGN EXCHANGE DIFFERENCES INCURRED IN CONNECTION
WITH THE EXTERNAL FINANCING TO THE EXTENT THAT THEY ARE
REGARDED AS AN ADJUSTMENT TO INTEREST COSTS.

A FINANCIAL ASSET AT FAIR VALUE THROUGH PROFIT OR LOSS IS A
FINANCIAL ASSET THAT MEETS EITHER OF THE FOLLOWING
CONDITIONS:

A) IT IS CLASSIFIED AS HELD FOR TRADING. A FINANCIAL ASSET IS
CLASSIFIED AS HELD FOR TRADING IF IT IS:

®m ACQUIRED PRINCIPALLY FOR THE PURPOSE OF SELLING IT IN
THE NEAR TERM;

m PART OF A PORTFOLIO OF IDENTIFIED FINANCIAL INSTRUMENTS
THAT ARE MANAGED TOGETHER AND FOR WHICH THERE IS
EVIDENCE OF A RECENT ACTUAL PATTERN OF SHORT-TERM
PROFIT-TAKING; OR

® A DERIVATIVE (EXCEPT FOR A DERIVATIVE THAT IS A FINANCIAL
GUARANTEE CONTRACT OR A DESIGNATED AND EFFECTIVE
HEDGING INSTRUMENT),

B) ACCORDING TO IAS 39 UPON INITIAL RECOGNITION IT IS
DESIGNATED AS AT FAIR VALUE THROUGH PROFIT OR LOSS.
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS ARE
MEASURED AT FAIR VALUE, WHICH TAKES INTO ACCOUNT THEIR
MARKET VALUE AS ON THE BALANCE SHEET DATE. ANY CHANGE

IN THE FAIR VALUE OF THESE INSTRUMENTS IS TAKEN TO FINANCE
COSTS OR FINANCE INCOME. WHEN A CONTRACT CONTAINS ONE
OR MORE EMBEDDED DERIVATIVES, THE ENTIRE HYBRID
CONTRACT MAY BE DESIGNATED AS A FINANCIAL ASSET AT FAIR
VALUE THROUGH PROFIT OR LOSS, EXCEPT WHERE THE

EMBEDDED DERIVATIVE DOES NOT SIGNIFICANTLY MODIFY THE
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CASH FLOWS OR IT IS CLEAR THAT SEPARATION OF THE EMBEDDED
DERIVATIVE IS PROHIBITED.

FINANCIAL ASSETS MAY BE DESIGNATED AT INITIAL RECOGNITION
AS AT FAIR VALUE THROUGH PROFIT OR LOSS IF THE FOLLOWING
CRITERIA ARE MET;

® THE DESIGNATION ELIMINATES OR SIGNIFICANTLY REDUCES
THE INCONSISTENT TREATMENT THAT WOULD OTHERWISE

ARISE FROM MEASURING THE ASSETS OR RECOGNIZING

GAINS OR LOSSES ON THEM ON A DIFFERENT BASIS; OR

m THE ASSETS ARE PART OF A GROUP OF FINANCIAL ASSETS
WHICH ARE MANAGED AND THEIR PERFORMANCE

EVALUATED ON A FAIR VALUE BASIS, IN ACCORDANCE WITH

A DOCUMENT RISK MANAGEMENT STRATEGY, OR

® THE FINANCIAL ASSET CONTAINS AN EMBEDDED DERIVATIVE
THAT WOULD NEED TO BE SEPARATELY RECORDED.

As ON 31ST DECEMBER 2011 THE GROUP DESIGNATED THE
HEDGING INSTRUMENTS AS MEASURED AT FAIR VALUE THROUGH
PROFIT AND LOSS, FURTHER DESCRIBED IN THE NOTE 39 TO THE
HISTORICAL CONSOLIDATED FINANCIAL INFORMATION FOR YEAR
2011.

LOANS AND RECEIVABLES

LOANS AND RECEIVABLES ARE NON-DERIVATIVE FINANCIAL
ASSETS WITH FIXED OR DETERMINABLE PAYMENTS THAT ARE NOT
QUOTED IN AN ACTIVE MARKET. THESE ARE CLASSIFIED AS
CURRENT ASSETS, PROVIDED THEIR MATURITY DOES NOT EXCEED
12 MONTHS AFTER THE BALANCE SHEET DATE. LOANS AND
RECEIVABLES WITH MATURITIES EXCEEDING 12 MONTHS FROM
THE BALANCE SHEET DATE ARE CLASSIFIED UNDER NON-CURRENT
ASSETS.

AVAILABLE-FOR-SALE FINANCIAL ASSETS
AVAILABLE-FOR-SALE FINANCIAL

ASSETS ARE THOSE

NONDERIVATIVE FINANCIAL ASSETS THAT ARE DESIGNATED AS

9.10. IMPAIRMENT OF FINANCIAL ASSETS

THE GROUP ASSESSES AT EACH BALANCE SHEET DATE WHETHER
THERE IS ANY OBJECTIVE EVIDENCE THAT A FINANCIAL ASSET OR A
GROUP OF FINANCIAL ASSETS IS IMPAIRED.

9.10.1. ASSETS CARRIED AT AMORTISED COST

IF THERE IS OBJECTIVE EVIDENCE THAT AN IMPAIRMENT LOSS ON
LOANS AND RECEIVABLES CARRIED AT AMORTISED COST HAS BEEN
INCURRED, THE AMOUNT OF THE LOSS IS MEASURED AS THE
DIFFERENCE BETWEEN THE ASSET’S CARRYING AMOUNT AND THE
PRESENT VALUE OF ESTIMATED FUTURE CASH FLOWS (EXCLUDING
FUTURE EXPECTED CREDIT LOSSES THAT HAVE NOT BEEN
INCURRED) DISCOUNTED AT THE FINANCIAL ASSET’S ORIGINAL
EFFECTIVE INTEREST RATE (I.E. THE EFFECTIVE INTEREST RATE
COMPUTED AT INITIAL RECOGNITION). THE CARRYING AMOUNT

AVAILABLE-FOR-SALE OR ARE NOT CLASSIFIED IN ANY OF THE
THREE PRECEDING CATEGORIES.

AVAILABLE-FOR-SALE FINANCIAL ASSETS ARE MEASURED AT FAIR
VALUE, WITHOUT DEDUCTING TRANSACTION COSTS, AND TAKING
INTO ACCOUNT THEIR MARKET VALUE AS ON THE BALANCE SHEET
DATE. WHERE NO QUOTED MARKET PRICE IS AVAILABLE AND
THERE IS NO POSSIBILITY TO DETERMINE THEIR FAIR VALUE USING
ALTERNATIVE METHODS, AVAILABLE-FOR-SALE FINANCIAL ASSETS
ARE MEASURED AT COST, ADJUSTED FOR ANY IMPAIRMENT
LOSSES. POSITIVE AND NEGATIVE DIFFERENCES BETWEEN THE
FAIR VALUE AND ACQUISITION COST, NET OF DEFERRED TAX, OF
FINANCIAL ASSETS AVAILABLE FOR SALE (IF QUOTED MARKET
PRICE DETERMINED ON THE REGULATED MARKET IS AVAILABLE OR
IF THE FAIR VALUE CAN BE DETERMINED USING OTHER RELIABLE
METHOD), ARE TAKEN TO THE OTHER COMPREHENSIVE INCOME.
ANY DECREASE IN THE VALUE OF FINANCIAL ASSETS AVAILABLE
FOR SALE RESULTING FROM IMPAIRMENT LOSSES IS TAKEN TO THE
INCOME STATEMENT AND RECORDED UNDER FINANCE COST.
PURCHASE AND SALE OF FINANCIAL ASSETS IS RECOGNIZED AT
THE TRANSACTION DATE. INITIALLY, FINANCIAL ASSETS ARE
RECOGNIZED AT ACQUISITION COST, I.E. AT FAIR VALUE PLUS, FOR
FINANCIAL ASSETS OTHER THAN CLASSIFIED AS FINANCIAL ASSETS
AS AT FAIR VALUE THROUGH PROFIT AND LOSS, TRANSACTION
COSTS THAT ARE ABLE TO BE ATTRIBUTED DIRECTLY TO THE
ACQUISITION.

FINANCIAL ASSETS ARE DERECOGNIZED IF THE GROUP LOSES ITS
CONTROL OVER CONTRACTUAL RIGHTS ATTACHED TO THOSE
ASSETS, WHICH USUALLY TAKES PLACE UPON SALE OF THE ASSET
OR WHERE ALL CASH FLOWS ATTRIBUTED TO THE GIVEN ASSET ARE
TRANSFERRED TO AN INDEPENDENT THIRD PARTY.

OF THE ASSET IS REDUCED DIRECTLY. THE AMOUNT OF THE LOSS
SHALL BE RECOGNIZED IN PROFIT OR LOSS.

THE GROUP FIRST ASSESSES WHETHER OBJECTIVE EVIDENCE OF
IMPAIRMENT EXISTS INDIVIDUALLY FOR FINANCIAL ASSETS THAT
ARE INDIVIDUALLY SIGNIFICANT, AND INDIVIDUALLY OR
COLLECTIVELY FOR FINANCIAL ASSETS THAT ARE NOT
INDIVIDUALLY SIGNIFICANT. IF IT IS DETERMINED THAT NO
OBJECTIVE EVIDENCE OF [IMPAIRMENT EXISTS FOR AN
INDIVIDUALLY ASSESSED FINANCIAL ASSET, WHETHER
SIGNIFICANT OR NOT, THE ASSET IS INCLUDED ON A GROUP OF
FINANCIAL ASSETS WITH SIMILAR CREDIT RISK CHARACTERISTICS
AND THAT GROUP OF FINANCIAL ASSETS IS COLLECTIVELY

ASSESSED FOR IMPAIRMENT. ASSETS THAT ARE INDIVIDUALLY
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ASSESSED FOR IMPAIRMENT AND FOR WHICH AN IMPAIRMENT
LOSS IS OR CONTINUES TO BE RECOGNIZED ARE NOT INCLUDED
IN A COLLECTIVE ASSESSMENT OF IMPAIRMENT.

IF, IN A SUBSEQUENT PERIOD, THE AMOUNT OF THE IMPAIRMENT
LOSS DECREASES AND THE DECREASE CAN BE RELATED
OBJECTIVELY TO AN EVENT OCCURRING AFTER THE IMPAIRMENT
WAS RECOGNIZED, THE PREVIOUSLY RECOGNIZED IMPAIRMENT
LOSS IS REVERSED. ANY SUBSEQUENT REVERSAL OF AN
IMPAIRMENT LOSS IS RECOGNIZED IN PROFIT OR LOSS, TO THE
EXTENT THAT THE CARRYING AMOUNT OF THE ASSET DOES NOT
EXCEED ITS AMORTISED COST ON THE REVERSAL DATE.

9.10.2, FINANCIAL ASSETS CARRIED AT COST

IF THERE IS OBJECTIVE EVIDENCE THAT AN IMPAIRMENT LOSS HAS
BEEN INCURRED ON AN UNQUOTED EQUITY INSTRUMENT THAT IS
NOT CARRIED AT FAIR VALUE BECAUSE ITS FAIR VALUE CANNOT BE
RELIABLY MEASURED, OR ON A DERIVATIVE ASSET THAT IS LINKED
TO AND HAS TO BE SETTLED BY DELIVERY OF SUCH AN UNQUOTED
EQUITY INSTRUMENT, THE AMOUNT OF THE IMPAIRMENT LOSS IS
MEASURED AS THE DIFFERENCE BETWEEN THE CARRYING AMOUNT
OF THE FINANCIAL ASSET AND THE PRESENT VALUE OF THE

9.11. EMBEDDED DERIVATIVES

EMBEDDED DERIVATIVES ARE BIFURCATED FROM HOST

CONTRACTS AND TREATED AS DERIVATIVE FINANCIAL
INSTRUMENTS IF ALL OF THE FOLLOWING CONDITIONS ARE MET:

m THE ECONOMIC CHARACTERISTICS AND RISKS OF EMBEDDED
DERIVATIVES ARE NOT CLOSELY RELATED TO THOSE OF THE HOST
CONTRACT,

m A SEPARATE INSTRUMENT WITH THE SAME TERMS AS EMBEDDED
DERIVATIVE WOULD MEET THE DEFINITION OF A DERIVATIVE,

® THE HYBRID INSTRUMENT IS NOT RECORDED AT FAIR VALUE
WITH GAINS AND LOSSES TAKEN TO PROFIT OR LOSS.

EMBEDDED DERIVATIVES ARE RECOGNIZED IN A SIMILAR MANNER
TO THAT OF SEPARATE INSTRUMENTS, WHICH HAVE NOT BEEN

DESIGNATED AS HEDGING INSTRUMENTS.

ESTIMATED FUTURE CASH FLOWS DISCOUNTED AT THE CURRENT
MARKET RATE OF RETURN FOR A SIMILAR FINANCIAL ASSET.
9.10.3. AVAILABLE-FOR-SALE FINANCIAL ASSETS

IF THERE IS OBJECTIVE EVIDENCE THAT AN IMPAIRMENT LOSS HAS
BEEN INCURRED ON AN AVAILABLE-FOR-SALE ASSET, THEN THE
AMOUNT OF THE DIFFERENCE BETWEEN THE ACQUISITION COST
(NET OF ANY PRINCIPAL PAYMENT AND INTEREST) AND CURRENT
FAIR VALUE, LESS ANY IMPAIRMENT LOSS ON THAT FINANCIAL
ASSET PREVIOUSLY RECOGNIZED IN THE PROFIT OR LOSS, IS
REMOVED FROM EQUITY AND RECOGNIZED IN THE INCOME
STATEMENT. REVERSALS OF IMPAIRMENT LOSSES ON EQUITY
INSTRUMENTS CLASSIFIED AS AVAILABLE FOR SALE CANNOT BE
RECOGNIZED IN THE INCOME STATEMENT. IF, IN A SUBSEQUENT
PERIOD, THE FAIR VALUE OF A DEBT INSTRUMENT CLASSIFIED AS
AVAILABLE FOR SALE INCREASES AND THE INCREASE CAN BE
OBJECTIVELY RELATED TO AN EVENT OCCURRING AFTER THE
IMPAIRMENT LOSS WAS RECOGNIZED IN THE INCOME STATEMENT,
THE IMPAIRMENT LOSS IS REVERSED, WITH THE AMOUNT OF THE
REVERSAL RECOGNIZED IN THE INCOME STATEMENT.

THE EXTENT TO WHICH, IN ACCORDANCE WITH IAS 39, THE
ECONOMIC CHARACTERISTICS AND RISKS OF FOREIGN CURRENCY
EMBEDDED DERIVATIVES ARE CLOSELY RELATED TO THOSE OF THE
HOST CONTRACT COVERS CIRCUMSTANCES WHERE THE CURRENCY
OF THE HOST CONTRACT IS ALSO THE COMMON CURRENCY OF
PURCHASE OR SALE OF NON-FINANCIAL ITEMS ON THE MARKET OF
A GIVEN TRANSACTION.

THE GROUP ASSESSES WHETHER EMBEDDED DERIVATIVES ARE
REQUIRED TO BE SEPARATED FROM HOST CONTRACTS AT ITS
INITIAL RECOGNITION. IN CASE OF EMBEDDED DERIVATIVES
ACQUIRED AS PART OF BUSINESS COMBINATION, THE GROUP
DOES NOT REASSESS THE EMBEDDED DERIVATIVES AS ON THE
COMBINATION DATE (THEY ARE ASSESSED UPON INITIAL
RECOGNITION BY THE ACQUIRED COMPANY).

9.12. DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGES

THE GROUP USES DERIVATIVE FINANCIAL INSTRUMENTS TO
HEDGE AGAINST THE RISKS ASSOCIATED WITH INTEREST RATE AND
FOREIGN CURRENCY FLUCTUATIONS SUCH AS FORWARD
CURRENCY CONTRACTS. SucH DERIVATIVE FINANCIAL
INSTRUMENTS ARE MEASURED AT FAIR VALUE. DERIVATIVES ARE
CARRIED AS ASSETS WHEN ITS VALUE IS POSITIVE AND AS

LIABILITIES WHEN ITS VALUE IS NEGATIVE.

ANY GAINS OR LOSSES ARISING FROM CHANGES IN THE FAIR
VALUE OF DERIVATIVES THAT DO NOT QUALIFY FOR HEDGE
ACCOUNTING ARE TAKEN DIRECTLY TO THE NET PROFIT OR LOSS
FOR THE PERIOD.

THE FAIR VALUE OF FORWARD CURRENCY CONTRACTS IS
CALCULATED BY REFERENCE TO CURRENT FORWARD EXCHANGE
RATES FOR CONTRACTS WITH SIMILAR MATURITY PROFILES. THE
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FAIR VALUE OF INTEREST RATE SWAP CONTRACTS IS DETERMINED
BY REFERENCE TO MARKET VALUES OF SIMILAR INSTRUMENTS.
FOR THE PURPOSE OF HEDGE ACCOUNTING, HEDGES ARE
CLASSIFIED AS:

m FAIR VALUE HEDGES, WHEN HEDGING THE EXPOSURE TO
CHANGES IN THE FAIR VALUE OF A RECOGNIZED ASSET OR
LIABILITY, OR

m CASH FLOW HEDGES, WHEN HEDGING EXPOSURE TO
VARIABILITY IN CASH FLOWS THAT IS ATTRIBUTABLE TO A
PARTICULAR RISK ASSOCIATED WITH A RECOGNIZED ASSET OR
LIABILITY OR A FORECAST TRANSACTION, OR

m HEDGES OF A NET INVESTMENT IN A FOREIGN OPERATION.
HEDGES OF FOREIGN CURRENCY RISK IN AN UNRECOGNIZED
FIRM COMMITMENT ARE ACCOUNTED FOR AS CASH FLOW HEDGES.
AT THE INCEPTION OF A HEDGE RELATIONSHIP, THE GROUP
FORMALLY DESIGNATES AND DOCUMENTS THE HEDGE
RELATIONSHIP, THE RISK MANAGEMENT OBJECTIVE AND STRATEGY
FOR UNDERTAKING THE HEDGE. THE DOCUMENTATION INCLUDES
IDENTIFICATION OF THE HEDGING INSTRUMENT, THE HEDGED
ITEM OR TRANSACTION, THE NATURE OF THE RISK BEING HEDGED
AND HOW THE ENTITY WILL ASSESS THE HEDGING INSTRUMENT’S
EFFECTIVENESS IN OFFSETTING THE EXPOSURE TO CHANGES IN
THE HEDGED ITEM’S FAIR VALUE OR CASH FLOWS ATTRIBUTABLE
TO THE HEDGED RISK. HEDGES ARE EXPECTED TO BE HIGHLY
EFFECTIVE IN OFFSETTING THE EXPOSURE TO CHANGES IN THE
FAIR VALUE OR CASH FLOWS ATTRIBUTABLE TO THE HEDGED RISK.
HEDGE EFFECTIVENESS IS ASSESSED ON A REGULAR BASIS TO
CHECK IF THE HEDGE IS HIGHLY EFFECTIVE THROUGHOUT ALL
FINANCIAL REPORTING PERIODS FOR WHICH IT WAS DESIGNATED.
9.12.1. FAIR VALUE HEDGES

FAIR VALUE HEDGE IS A HEDGE OF THE EXPOSURE TO CHANGES IN
FAIR VALUE OF A RECOGNIZED ASSET OR LIABILITY OR AN
UNRECOGNIZED FIRM COMMITMENT, OR AN IDENTIFIED PORTION
OF SUCH AN ASSET, LIABILITY OR FIRM COMMITMENT, THAT IS
ATTRIBUTABLE TO A PARTICULAR RISK AND COULD AFFECT PROFIT
OR LOSS. IN THE CASE OF A FAIR VALUE HEDGE, ANY GAIN OR
LOSS ON THE HEDGED ITEM ATTRIBUTABLE TO THE HEDGED RISK
IS ADJUSTED AGAINST THE CARRYING AMOUNT OF THE HEDGED
ITEM, THE HEDGING INSTRUMENT IS RE-MEASURED TO FAIR VALUE
AND THE GAINS AND LOSSES ON THE HEDGING INSTRUMENT AND
HEDGED ITEM ARE RECOGNIZED IN PROFIT OR LOSS.

FOR FAIR VALUE HEDGES RELATING TO ITEMS CARRIED AT
AMORTISED COST, THE ADJUSTMENT TO CARRYING AMOUNT IS
AMORTISED THROUGH THE INCOME STATEMENT OVER THE
REMAINING TERM TO MATURITY.

WHEN AN UNRECOGNIZED FIRM COMMITMENT IS DESIGNATED AS
A HEDGED ITEM, THE SUBSEQUENT CUMULATIVE CHANGE IN THE
FAIR VALUE OF THE FIRM COMMITMENT ATTRIBUTABLE TO THE

HEDGED RISK IS RECOGNIZED AS AN ASSET OR LIABILITY WITH A
CORRESPONDING GAIN OR LOSS RECOGNIZED IN PROFIT OR
LOSS.

THE CHANGES IN THE FAIR VALUE OF THE HEDGING INSTRUMENT
ARE ALSO RECOGNIZED IN PROFIT OR LOSS.

THE GROUP DISCONTINUES HEDGE ACCOUNTING PROSPECTIVELY
IF THE HEDGING INSTRUMENT EXPIRES, OR IS SOLD, TERMINATED
OR EXERCISED, OR THE HEDGE NO LONGER QUALIFIES FOR HEDGE
ACCOUNTING, OR THE GROUP REVOKES THE DESIGNATION. ANY
ADJUSTMENT TO THE CARRYING AMOUNT OF A HEDGED FINANCIAL
INSTRUMENT FOR WHICH THE EFFECTIVE INTEREST METHOD IS
USED IS AMORTISED TO PROFIT OR LOSS. AMORTIZATION MAY
BEGIN AS SOON AS AN ADJUSTMENT IS MADE, HOWEVER NO LATER
THAN WHEN THE HEDGED ITEM CEASES TO BE ADJUSTED FOR
CHANGES IN ITS FAIR VALUE ATTRIBUTABLE TO THE RISK BEING
HEDGED.

9.12.2. CASH FLOW HEDGES

CASH FLOW HEDGES ARE HEDGES SECURING FOR DANGER OF
CASH FLOWS FLUCTUATIONS WHICH CAN BE ATTRIBUTED TO A
PARTICULAR KIND OF RISK CONNECTED WITH THE GIVEN ITEM OF
ASSETS OR A LIABILITY OR WITH A PLANNED INVESTMENT OF HIGH
PROBABILITY, AND WHICH COULD INFLUENCE PROFIT OR LOSS.
THE PART OF PROFIT OR LOSS CONNECTED WITH THE HEDGING
INSTRUMENT  WHICH
RECOGNIZED DIRECTLY IN OTHER COMPREHENSIVE INCOME AND
THE NON-EFFECTIVE PART IS RECOGNIZED IN PROFIT OR LOSS.

IF A HEDGE OF A FORECAST TRANSACTION SUBSEQUENTLY
RESULTS IN THE RECOGNITION OF A FINANCIAL ASSET OR

CONSTITUTES EFFECTIVE HEDGE IS

FINANCIAL LIABILITY, THE ASSOCIATED GAINS OR LOSSES THAT
WERE RECOGNIZED DIRECTLY IN EQUITY SHALL BE RECLASSIFIED
INTO PROFIT OR LOSS IN THE SAME PERIOD OR PERIODS DURING
WHICH THE ASSET ACQUIRED OR LIABILITY ASSUMED AFFECTS
PROFIT OR LOSS.

IF A HEDGE OF A FORECAST TRANSACTION SUBSEQUENTLY
RESULTS IN THE RECOGNITION OF A NON-FINANCIAL ASSET OR A
NONFINANCIAL LIABILITY, OR A FORECAST TRANSACTION FOR A
NONFINANCIAL ASSET OR NON-FINANCIAL LIABILITY BECOMES A
FIRM COMMITMENT FOR WHICH FAIR VALUE HEDGE ACCOUNTING
IS APPLIED, THEN GAINS AND LOSSES THAT WERE RECOGNIZED
DIRECTLY IN EQUITY ARE RECLASSIFIED INTO PROFIT OR LOSS IN
THE SAME PERIOD OR PERIODS DURING WHICH THE ASSET
ACQUIRED OR LIABILITY ASSUMED AFFECTS PROFIT OR LOSS.

IF A HEDGE OF A FORECAST TRANSACTION SUBSEQUENTLY
RESULTS IN THE RECOGNITION OF NON-FINANCIAL ASSET OR
NON-FINANCIAL LIABILITY, OR A FORECAST TRANSACTION FOR A
NON-FINANCIAL ASSET OR FINANCIAL LIABILITY BECOMES A FIRM
COMMITMENT, WHICH WILL APPLY FAIR VALUE HEDGE, THEN THE
GAINS OR LOSSES THAT WERE RECOGNIZED IN OTHER
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COMPREHENSIVE INCOME ARE RECLASSIFIED FROM EQUITY TO
PROFIT OR LOSS IN THE SAME PERIOD OR PERIODS DURING
WHICH THE NON-FINANCIAL ASSET ACQUIRED OR LIABILITY
ASSUMED AFFECTS PROFIT OR LOSS.

FOR DERIVATIVES THAT DO NOT QUALIFY FOR HEDGE
ACCOUNTING, ANY GAINS OR LOSSES ARISING FROM CHANGES IN
FAIR VALUE ARE TAKEN DIRECTLY TO NET PROFIT OR LOSS FOR THE
PERIOD.

HEDGE ACCOUNTING IS DISCONTINUED WHEN THE HEDGING
INSTRUMENT EXPIRES OR IS SOLD, TERMINATED OR EXERCISED,

9.13. INVENTORIES

OR THE HEDGE NO LONGER QUALIFIES FOR HEDGE ACCOUNTING.
AT THAT POINT IN TIME, ANY CUMULATIVE GAIN OR LOSS ON THE
HEDGING INSTRUMENT THAT HAS BEEN RECOGNIZED DIRECTLY IN
OTHER COMPREHENSIVE INCOME AND ACCUMULATED IN EQUITY
REMAINS RECOGNIZED IN EQUITY UNTIL THE FORECAST
TRANSACTION OCCURS. IF THE FORECAST TRANSACTION IS NO
LONGER EXPECTED TO OCCUR, THE NET CUMULATIVE GAIN OR
LOSS RECOGNIZED IN EQUITY IS TAKEN TO NET PROFIT OR LOSS
FOR THE PERIOD.

INVENTORIES ARE VALUED AT THE LOWER OF COST AND NET REALISABLE VALUE. COSTS INCURRED IN BRINGING EACH INVENTORY ITEM TO

ITS PRESENT LOCATION AND CONDITIONS ARE ACCOUNTED FOR AS FOLLOWS FOR BOTH THE CURRENT AND PREVIOUS YEAR:

Raw materials

the weighted average method

cost of direct materials and labour and a proportion of manufacturing overheads
Finished goods and work-in-progress based on normal operating capacity, excluding borrowing costs

Goods for resale

the weighted average method

NET REALISABLE VALUE IS THE ESTIMATED SELLING PRICE IN THE ORDINARY COURSE OF BUSINESS, LESS ESTIMATED COSTS OF

COMPLETION AND THE ESTIMATED COSTS NECESSARY TO MAKE THE SALE.

9.14. TRADE AND OTHER RECEIVABLES

TRADE RECEIVABLES ARE RECOGNIZED AND CARRIED AT ORIGINAL
INVOICE AMOUNT LESS AN ALLOWANCE FOR ANY UNCOLLECTIBLE
AMOUNTS. AN ESTIMATE FOR DOUBTFUL DEBTS IS MADE WHEN
COLLECTION OF THE FULL AMOUNT IS NO LONGER PROBABLE.

IF THE EFFECT OF THE TIME VALUE OF MONEY IS MATERIAL, THE
VALUE OF RECEIVABLES IS DETERMINED BY DISCOUNTING THE
ESTIMATED FUTURE CASH FLOWS TO PRESENT VALUE USING A
DISCOUNT RATE THAT REFLECTS CURRENT MARKET ASSESSMENTS
OF THE TIME VALUE OF MONEY. WHERE DISCOUNTING IS USED,
ANY INCREASE IN THE BALANCE DUE TO THE PASSAGE OF TIME IS
RECOGNIZED AS FINANCE INCOME.

9.15. CASH AND CASH EQUIVALENTS

OTHER RECEIVABLES INCLUDE PREPAYMENTS FOR FUTURE
PURCHASES OF PROPERTY, PLANT AND EQUIPMENT, INTANGIBLE
ASSETS AND INVENTORIES. PREPAYMENTS ARE RECOGNIZED IN
ACCORDANCE WITH THE CHARACTER OF UNDERLYING ASSETS, L.E.
UNDER NON-CURRENT OR CURRENT ASSETS. AS NON-MONETARY
ASSETS, ADVANCES ARE NOT DISCOUNTED.

RECEIVABLES FROM PUBLIC AUTHORITIES ARE PRESENTED WITHIN
OTHER NON-FINANCIAL ASSETS, EXCEPT FOR COMPANY INCOME
TAX RECEIVABLES THAT CONSTITUTE A SEPARATE ITEM IN THE
BALANCE SHEET.

CASH AND SHORT-TERM DEPOSITS IN THE BALANCE SHEET COMPRISE CASH AT BANK AND IN HAND AND SHORT-TERM DEPOSITS WITH AN

ORIGINAL MATURITY OF THREE MONTHS OR LESS. FOR THE PURPOSE OF THE CONSOLIDATED CASH FLOW STATEMENT, CASH AND CASH

EQUIVALENTS CONSIST OF CASH AND CASH EQUIVALENTS AS DEFINED ABOVE.
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9.16. INTEREST-BEARING LOANS, BORROWINGS AND BONDS

ALL LOANS, BORROWINGS AND BONDS ARE INITIALLY
RECOGNIZED AT THE FAIR VALUE LESS TRANSACTION COSTS
ASSOCIATED WITH THE BORROWING.

AFTER INITIAL RECOGNITION, INTEREST-BEARING LOANS,
BORROWINGS AND BONDS ARE SUBSEQUENTLY MEASURED AT

AMORTISED COST USING THE EFFECTIVE INTEREST RATE METHOD.

9.17. TRADE AND OTHER PAYABLES

SHORT-TERM TRADE PAYABLES ARE CARRIED AT THE AMOUNT DUE
AND PAYABLE.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
INCLUDE FINANCIAL LIABILITIES HELD FOR TRADING AND
FINANCIAL LIABILITIES DESIGNATED UPON INITIAL RECOGNITION
AS AT FAIR VALUE THROUGH PROFIT OR LOSS. FINANCIAL
LIABILITIES ARE CLASSIFIED AS HELD FOR TRADING IF THEY ARE
ACQUIRED FOR THE PURPOSE OF SELLING IN THE NEAR TERM.
DERIVATIVES, INCLUDING SEPARATED EMBEDDED DERIVATIVES
ARE ALSO CLASSIFIED AS HELD FOR TRADING UNLESS THEY ARE
DESIGNATED AS EFFECTIVE HEDGING INSTRUMENTS. FINANCIAL
LIABILITIES MAY BE DESIGNATED AT INITIAL RECOGNITION AS AT
FAIR VALUE THROUGH PROFIT OR LOSS IF THE FOLLOWING
CRITERIA ARE MET:

m THE DESIGNATION ELIMINATES OR SIGNIFICANTLY REDUCES
THE INCONSISTENT TREATMENT THAT WOULD OTHERWISE ARISE
FROM MEASURING THE LIABILITIES OR RECOGNIZING GAINS OR
LOSSES ON THEM ON A DIFFERENT BASIS; OR

B THE LIABILITIES ARE PART OF A GROUP OF FINANCIAL
LIABILITIES WHICH ARE MANAGED AND THEIR PERFORMANCE
EVALUATED ON A FAIR VALUE BASIS, IN ACCORDANCE WITH A
DOCUMENT RISK MANAGEMENT STRATEGY; OR

® FINANCIAL LIABILITY CONTAINS AN EMBEDDED DERIVATIVE
THAT WOULD NEED TO BE SEPARATELY RECORDED.

As ON 31ST DECEMBER 2011 NO FINANCIAL LIABILITIES WERE
CLASSIFIED TO FAIR VALUE THROUGH PROFIT AND LOSS

9.18. PROVISIONS

PROVISIONS ARE RECOGNIZED WHEN THE GROUP HAS A PRESENT
OBLIGATION (LEGAL OR CONSTRUCTIVE) AS A RESULT OF A PAST
EVENT, IF IT IS PROBABLE THAT AN OUTFLOW OF RESOURCES
EMBODYING ECONOMIC BENEFITS WILL BE REQUIRED TO SETTLE
THE OBLIGATION AND A RELIABLE ESTIMATE CAN BE MADE OF THE

AMORTISED COST IS CALCULATED BY TAKING INTO ACCOUNT ANY
TRANSACTION COSTS, AND ANY DISCOUNT OR PREMIUM ON
SETTLEMENT.

GAINS AND LOSSES ARE RECOGNIZED IN NET PROFIT OR LOSS
WHEN THE LIABILITIES ARE DERECOGNIZED AS WELL AS THROUGH
THE EFFECTIVE INTEREST RATE METHOD.

CATEGORY (AS ON 31ST DECEMBER 2010 AND 317 DECEMBER
20009: NIL).

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS
ARE MEASURED AT FAIR VALUE, REFLECTING THEIR MARKET VALUE
AT THE BALANCE SHEET DATE LESS DIRECTLY ATTRIBUTABLE
TRANSACTION COSTS. GAINS OR LOSSES ON THESE LIABILITIES
ARE RECOGNIZED IN THE INCOME STATEMENT AS FINANCE
INCOME OR COST.

FINANCIAL LIABILITIES OTHER THAN FINANCIAL INSTRUMENTS AT
FAIR VALUE THROUGH PROFIT OR LOSS, ARE MEASURED AT
AMORTISED COST, USING THE EFFECTIVE INTEREST RATE METHOD.
A FINANCIAL LIABILITY IS DERECOGNIZED WHEN THE OBLIGATION
UNDER THE LIABILITY IS DISCHARGED OR CANCELLED OR EXPIRES.
WHEN AN EXISTING FINANCIAL LIABILITY IS REPLACED BY
ANOTHER FROM THE SAME LENDER ON SUBSTANTIALLY DIFFERENT
TERMS, OR THE TERMS OF AN EXISTING LIABILITY ARE
SUBSTANTIALLY  MODIFIED, SUCH AN EXCHANGE OR
MODIFICATION IS TREATED AS A DERECOGNITION OF THE
ORIGINAL LIABILITY AND THE RECOGNITION OF A NEW LIABILITY,
AND THE DIFFERENCE IN THE RESPECTIVE CARRYING AMOUNTS IS
RECOGNIZED IN THE INCOME STATEMENT.

OTHER NON-FINANCIAL LIABILITIES INCLUDE, IN PARTICULAR,
LIABILITIES TO THE TAX OFFICE IN RESPECT OF VALUE ADDED TAX,
ADVANCE PAYMENT LIABILITIES WHICH WILL BE SETTLED BY WAY
OF DELIVERY OF GOODS OR SERVICES, OR FIXED ASSETS. OTHER
NON-FINANCIAL LIABILITIES ARE RECOGNIZED AT THE AMOUNT
DUE.

AMOUNT OF THE OBLIGATION. WHERE THE GROUP EXPECTS SOME
OR ALL OF THE PROVISION TO BE REIMBURSED, FOR EXAMPLE
UNDER AN INSURANCE CONTRACT, THE REIMBURSEMENT IS
RECOGNIZED AS A SEPARATE ASSET BUT ONLY WHEN THE
REIMBURSEMENT IS VIRTUALLY CERTAIN. THE EXPENSE RELATING
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TO ANY PROVISION IS PRESENTED IN THE INCOME STATEMENT
NET OF ANY REIMBURSEMENT.

IF THE EFFECT OF THE TIME VALUE OF MONEY IS MATERIAL,
PROVISIONS ARE DETERMINED BY DISCOUNTING THE ESTIMATED
FUTURE CASH FLOWS TO PRESENT VALUE USING A DISCOUNT RATE

9.19. RETIREMENT BENEFITS

IN ACCORDANCE WITH INTERNAL REMUNERATION REGULATIONS,
EMPLOYEES OF GROUP COMPANIES ARE ENTITLED TO RETIREMENT
BENEFITS. RETIREMENT BENEFITS ARE PAID OUT AS ONE-OFF
BENEFIT UPON RETIREMENT. THE AMOUNT OF THOSE BENEFITS
DEPENDS ON THE NUMBER OF YEARS OF EMPLOYMENT AND THE
EMPLOYEE’S AVERAGE SALARY. THE GROUP MAKES A PROVISION
FOR RETIREMENT BENEFITS IN ORDER TO ALLOCATE THE COSTS OF
THOSE ALLOWANCES TO THE PERIODS TO WHICH THEY RELATE. IN
ACCORDANCE WITH IAS 19 RETIREMENT BENEFITS ARE POST-
EMPLOYMENT DEFINED BENEFITS. THE CARRYING AMOUNT OF
THE GROUP’S LIABILITIES RESULTING FROM THOSE BENEFITS IS
CALCULATED AT EACH BALANCE SHEET DATE BY AN INDEPENDENT
ACTUARY. THE BALANCE OF THESE LIABILITIES EQUALS
DISCOUNTED PAYMENTS WHICH WILL BE MADE IN THE FUTURE

9.20. REVENUE

REVENUE IS RECOGNIZED TO THE EXTENT THAT IT IS PROBABLE
THAT THE ECONOMIC BENEFITS WILL FLOW TO THE GROUP AND
THE REVENUE CAN BE RELIABLY MEASURED. REVENUES ARE
RECOGNIZED AT THE FAIR VALUE OF THE CONSIDERATION
RECEIVED OR RECEIVABLE, NET OF VALUE ADDED TAX, EXCISE
DUTY AND DISCOUNTS. THE FOLLOWING SPECIFIC RECOGNITION
CRITERIA MUST ALSO BE MET BEFORE REVENUE IS RECOGNIZED.
9.20.1. SALE OF GOODS

REVENUE IS RECOGNIZED WHEN THE SIGNIFICANT RISKS AND
REWARDS OF OWNERSHIP OF THE GOODS HAVE PASSED TO THE
BUYER AND THE AMOUNT OF REVENUE CAN BE RELIABLY
MEASURED.

9.20.2. RENDERING OF SALES SERVICES

THE TRADING COMPANIES WITHIN THE GROUP ARE RENDERING
SALES SERVICES TO THE PAPER MILLS. FOR THESE SERVICES THEY
RECEIVE A COMMISSION INCOME BASED ON THE ACTUAL SALES
OF PRODUCTS ON EACH PARTICULAR MARKET. THIS MEANS THAT
THE INCOME FOR RENDERING OF SERVICES IS RECOGNIZED AT
THE SAME TIME AS THE SALES OF GOODS. ONLY INCOME FROM
PAPER MILLS OUTSIDE THE GROUP IS PRESENTED AS SALES
REVENUES.

9.20.3. INTEREST

THAT REFLECTS CURRENT MARKET ASSESSMENTS OF THE TIME
VALUE OF MONEY AND, WHERE APPROPRIATE, THE RISKS SPECIFIC
TO THE LIABILITY. WHERE DISCOUNTING IS USED, THE INCREASE
IN THE PROVISION DUE TO THE PASSAGE OF TIME IS RECOGNIZED
AS FINANCE COST.

AND ACCOUNTS FOR STAFF TURNOVER, AND RELATES TO THE
PERIOD TO THE BALANCE SHEET DATE. DEMOGRAPHIC
INFORMATION AND INFORMATION ON STAFF TURNOVER ARE
BASED ON HISTORICAL INFORMATION.

ON THE BASIS OF VALUATIONS CARRIED OUT BY PROFESSIONAL
ACTUARIAL COMPANIES, THE GROUP CREATES A PROVISION FOR
FUTURE BENEFITS ACCORDING TO THE CONCEPT OF THE
“CORRIDOR”. IF THE NET VALUE OF ACCUMULATED
UNRECOGNIZED ACTUARIAL GAINS OR LOSSES AT THE END OF
PRIOR REPORTING PERIOD EXCEEDS 10% OF THE PRESENT VALUE
OF THE LIABILITY FROM DEFINED BENEFIT PLANS AT THAT DATE,
THEN A PART OF ACTUARIAL GAINS OR LOSSES IS RECORDED BY
THE GROUP IN THE INCOME STATEMENT.

REVENUE IS RECOGNIZED AS INTEREST ACCRUES (USING THE
EFFECTIVE INTEREST METHOD THAT IS THE RATE THAT EXACTLY
DISCOUNTS ESTIMATED FUTURE CASH RECEIPTS THROUGH THE
EXPECTED LIFE OF THE FINANCIAL INSTRUMENT) TO THE NET
CARRYING AMOUNT OF THE FINANCIAL ASSET.

9.20.4. DIVIDENDS

REVENUE IS RECOGNIZED WHEN THE SHAREHOLDERS' RIGHTS TO
RECEIVE THE PAYMENT ARE ESTABLISHED.

9.20.5. RENTAL INCOME (OPERATING LEASE)

RENTAL INCOME ARISING ON INVESTMENT PROPERTIES IS
ACCOUNTED FOR ON A STRAIGHT-LINE BASIS OVER THE LEASE
TERM ON ONGOING LEASES.

9.20.6. GOVERNMENT GRANTS

GOVERNMENT GRANTS ARE RECOGNIZED AT THEIR FAIR VALUE
WHERE THERE IS REASONABLE ASSURANCE THAT THE GRANT WILL
BE RECEIVED AND ALL ATTACHING CONDITIONS WILL BE
COMPLIED WITH.

WHEN THE GRANT RELATES TO AN EXPENSE ITEM, IT IS
RECOGNIZED AS INCOME OVER THE PERIOD NECESSARY TO
MATCH THE GRANT ON A SYSTEMATIC BASIS TO THE COSTS THAT IT
IS INTENDED TO COMPENSATE. WHERE THE GRANT RELATES TO AN
ASSET, ITS FAIR VALUE IS CREDITED TO A DEFERRED INCOME
ACCOUNT AND IS RELEASED SYSTEMATICALLY TO THE INCOME
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STATEMENT OVER THE ESTIMATED USEFUL LIFE OF THE RELEVANT

9.21. INCOME TAX

9.21.1. CURRENT INCOME TAX

CURRENT INCOME TAX ASSETS AND LIABILITIES FOR THE CURRENT
AND PRIOR PERIODS ARE MEASURED AT THE AMOUNT EXPECTED
TO BE RECOVERED FROM OR PAID TO THE TAXATION AUTHORITIES.
THE TAX RATES AND TAX LAWS USED TO COMPUTE THE AMOUNT
ARE THOSE THAT HAVE BEEN ENACTED OR SUBSTANTIVELY
ENACTED AT THE BALANCE SHEET DATE.

9.21.2. DEFERRED TAX

FOR FINANCIAL REPORTING PURPOSES DEFERRED INCOME TAX IS
RECOGNIZED, USING THE LIABILITY METHOD, ON ALL TEMPORARY

DIFFERENCES ON THE BALANCE SHEET DATE BETWEEN THE TAX
BASES OF ASSETS AND LIABILITIES AND THEIR CARRYING
AMOUNTS RECOGNIZED IN THE FINANCIAL STATEMENTS.
DEFERRED TAX LIABILITY IS RECOGNIZED FOR ALL TAXABLE
TEMPORARY DIFFERENCES:

m EXCEPT WHERE THE DEFERRED INCOME TAX LIABILITY ARISES
FROM THE INITIAL RECOGNITION OF GOODWILL, AN ASSET OR
LIABILITY IN A TRANSACTION THAT IS NOT A BUSINESS
COMBINATION AND, AT THE TIME OF THE TRANSACTION, AFFECTS
NEITHER THE ACCOUNTING PROFIT NOR TAXABLE PROFIT OR LOSS;
AND

m IN RESPECT OF TAXABLE TEMPORARY DIFFERENCES ASSOCIATED
WITH INVESTMENTS IN SUBSIDIARIES, ASSOCIATES AND
INTERESTS IN JOINT VENTURES, EXCEPT WHERE THE TIMING OF
THE REVERSAL OF THE TEMPORARY DIFFERENCES CAN BE
CONTROLLED AND IT IS PROBABLE THAT THE TEMPORARY
DIFFERENCES WILL NOT REVERSE IN THE FORESEEABLE FUTURE.
DEFERRED TAX ASSET IS RECOGNIZED FOR ALL DEDUCTIBLE
TEMPORARY DIFFERENCES, CARRY-FORWARD OF UNUSED TAX
CREDITS AND UNUSED TAX LOSSES, TO THE EXTENT THAT IT IS
PROBABLE THAT TAXABLE PROFIT WILL BE AVAILABLE AGAINST
WHICH THE DEDUCTIBLE TEMPORARY DIFFERENCES, AND THE
CARRY-FORWARD OF UNUSED TAX CREDITS AND UNUSED TAX
LOSSES CAN BE UTILIZED:

m EXCEPT WHERE THE DEFERRED TAX ASSET RELATING TO THE
DEDUCTIBLE TEMPORARY DIFFERENCE ARISES FROM THE INITIAL
RECOGNITION OF AN ASSET OR LIABILITY IN A TRANSACTION THAT
IS NOT A BUSINESS COMBINATION AND, AT THE TIME OF THE
TRANSACTION, AFFECTS NEITHER THE ACCOUNTING PROFIT NOR
TAXABLE PROFIT OR LOSS; AND

m IN RESPECT OF DEDUCTIBLE TEMPORARY DIFFERENCES
ASSOCIATED WITH INVESTMENTS IN SUBSIDIARIES, ASSOCIATES
AND INTERESTS IN JOINT VENTURES, DEFERRED TAX ASSETS ARE

ASSET BY WAY OF EQUAL ANNUAL INSTALLMENTS.

ONLY RECOGNIZED TO THE EXTENT THAT IT IS PROBABLE THAT THE
TEMPORARY DIFFERENCES WILL REVERSE IN THE FORESEEABLE
FUTURE AND TAXABLE PROFIT WILL BE AVAILABLE AGAINST WHICH
THE TEMPORARY DIFFERENCES CAN BE UTILIZED.

THE CARRYING AMOUNT OF DEFERRED TAX ASSETS IS REVIEWED
ON EACH BALANCE SHEET DATE AND REDUCED TO THE EXTENT
THAT IT IS NO LONGER PROBABLE THAT SUFFICIENT TAXABLE
PROFIT WILL BE AVAILABLE TO ALLOW ALL OR PART OF THE
DEFERRED INCOME TAX ASSET TO BE UTILIZED. UNRECOGNIZED
DEFERRED TAX ASSETS ARE REASSESSED AT EACH BALANCE SHEET
DATE AND ARE RECOGNIZED TO THE EXTENT THAT IT HAS BECOME
PROBABLE THAT FUTURE TAXABLE PROFIT WILL BE AVAILABLE THAT
WILL ALLOW THE DEFERRED TAX ASSET TO BE RECOVERED.
DEFERRED TAX ASSETS AND LIABILITIES ARE MEASURED AT THE
TAX RATES THAT ARE EXPECTED TO APPLY IN THE PERIOD IN
WHICH THE ASSET IS REALISED OR THE LIABILITY IS SETTLED,
BASED ON TAX RATES (AND TAX LAWS) THAT HAVE BEEN ENACTED
OR SUBSTANTIVELY ENACTED AS ON THE BALANCE SHEET DATE.
DEFERRED INCOME TAX RELATING TO ITEMS RECOGNIZED OUT OF
PROFIT OR LOSS IS RECORDED OUT OF INCOME STATEMENT: IN
OTHER COMPREHENSIVE INCOME IT RELATED TO POSITIONS
RECOGNIZED IN OTHER COMPREHENSIVE INCOME. DEFERRED
INCOME TAX RELATING TO ITEMS RECOGNIZED DIRECTLY IN
EQUITY IS RECOGNIZED IN EQUITY.

DEFERRED INCOME TAX ASSETS AND DEFERRED INCOME TAX
LIABILITIES ARE OFFSET BY THE GROUP ONLY IF LEGALLY
ENFORCEABLE RIGHT EXISTS TO SET OFF CURRENT INCOME TAX
ASSETS AGAINST CURRENT INCOME TAX LIABILITIES AND THE
DEFERRED INCOME TAXES RELATE TO THE SAME TAXABLE ENTITY
AND THE SAME TAXATION AUTHORITY.

9.21.3. DEFERRED TAX RELATING TO OPERATIONS IN
THE SPECIAL ECONOMIC ZONE

THE GROUP OPERATES IN THE KOSTRZYNSKO - SLUBICKA
SPECIAL ECONOMIC ZONE AND DUE TO THIS FACT IT BENEFITS
FROM A TAX RELIEF TO THE AMOUNT OF THE INVESTMENT
EXPENDITURE MADE.

WHERE THE INVESTMENT EXPENDITURE IS NOT COVERED BY THE
REVENUE EARNED IN THE GIVEN FISCAL YEAR, THEN THE GROUP
RECOGNIZES A DEFERRED TAX ASSET AGAINST THE DISCOUNTED
EXCESS OF THE INVESTMENT EXPENDITURE OVER REVENUE
EARNED, IN ACCORDANCE WITH THE DECREE OF THE COUNCIL OF
MINISTERS DATED 14TH SEPTEMBER 2004 CONCERNING THE
KOSTRZYNSKO — SLUBICKA SPECIAL ECONOMIC ZONE (OFFICIAL
JOURNAL NO.222 ITEM 2252 DATED 13TH OCTOBER 2004).
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THE CREATED DEFERRED TAX ASSET IS UTILIZED IN THE
SUBSEQUENT FISCAL YEAR WHEN THE APPROPRIATE AMOUNT OF
TAXABLE INCOME HAS BEEN EARNED.

9.21.4. VALUE ADDED TAX

REVENUES, EXPENSES AND ASSETS ARE RECOGNIZED NET OF THE
AMOUNT OF VALUE ADDED TAX EXCEPT:

= WHEN THE VALUE ADDED TAX INCURRED ON A PURCHASE OF
ASSETS OR SERVICES IS NOT RECOVERABLE FROM THE TAXATION
AUTHORITY, IN WHICH CASE VALUE ADDED TAX IS RECOGNIZED AS
PART OF THE COST OF ACQUISITION OF THE ASSET OR AS PART OF
THE EXPENSE ITEM AS APPLICABLE; AND

® RECEIVABLES AND PAYABLES, WHICH ARE STATED WITH THE
AMOUNT OF VALUE ADDED TAX INCLUDED.

9.22. EARNINGS PER SHARE

THE NET AMOUNT OF VALUE ADDED TAX RECOVERABLE FROM, OR
PAYABLE TO, THE TAXATION AUTHORITY IS INCLUDED AS PART OF
RECEIVABLES OR PAYABLES IN THE BALANCE SHEET.

9.21.5. EXCISE TAX

THE AMOUNT OF EXCISE TAX DUE IN RESPECT OF THE ELECTRIC
ENERGY PRODUCED IS RECOGNIZED IN INCOME STATEMENT IN
THE PERIOD TO WHICH IT RELATES AND IN THE BALANCE SHEET
UNDER LIABILITIES.

THE EXCISE TAX ON THE ENERGY USED FOR OWN NEEDS IS
RECOGNIZED AMONG COSTS OF SALES IN THE INCOME
STATEMENT.

EARNINGS PER SHARE ARE CALCULATED BY DIVIDING THE NET PROFIT FOR THE PERIOD BY THE WEIGHTED AVERAGE NUMBER OF SHARES
DURING THE REPORTING PERIOD. THE GROUP DOES NOT PRESENT DILUTED EARNINGS PER SHARE, AS THERE ARE NO POTENTIAL ORDINARY

SHARES WITH DILUTIVE EFFECT.

10. OPERATING SEGMENTS

THE PRINCIPAL BUSINESS OF THE GROUP IS PAPER PRODUCTION,
WHICH IS PRODUCED IN FOUR PAPER MILLS:

m ARCTIC PAPER KOSTRZYN S.A. (POLAND) - PRODUCTION OF
HIGH-QUALITY UNCOATED FINE PAPER UNDER THE BRAND AMBER,
WITH A PRODUCTION CAPACITY OF ABOUT 275,000 TONS PER
YEAR;

m ARCTIC PAPER MUNKEDALS AB (SWEDEN) — PRODUCES HIGH-
QUALITY UNCOATED FINE PAPER UNDER THE BRAND MUNKEN,
WITH A PRODUCTION CAPACITY OF ABOUT 160,000 TONS PER
YEAR;

m ARCTIC PAPER MOCHENWANGEN GMBH (GERMANY) -
PRODUCES UNCOATED WOOD CONTAINING OFFSET PAPERS
UNDER BRANDS PAMO, & L-PRINT, WITH A PRODUCTION
CAPACITY OF ABOUT 115,000 TONS PER YEAR;

m ARCTIC PAPER GRYCKSBO (SWEDEN) - PRODUCTION OF
COATED WOOD-FREE PAPER UNDER BRANDS G-PRINT AND
ARCTIC, ANNUAL PRODUCTION CAPACITY OF 265,000 TONS.
HITHERTO THE GROUP PRESENTED BUSINESS SEGMENTS DIVIDED
INTO PRODUCTION UNITS. HOWEVER, CONSIDERING THE
CHANGES WHICH TAKE PLACE ON THE PAPER MARKET AND WHICH
ARE MADE IN EACH PAPER MILL IT WAS DECIDED TO THE CHANGE
OF REPORTED BUSINESS SEGMENTS.

STARTING FROM 1ST JANUARY 2011 THE GROUP IDENTIFIES

THREE BUSINESS SEGMENTS:

m UNCOATED PAPER — PAPER FOR PRINTING OR OTHER GRAPHIC
PURPOSES, INCLUDING WOOD-FREE AND WOODCONTAINING.

UNCOATED WOOD-FREE PAPER CAN BE MANUFACTURED FROM
VARIOUS TYPES OF PULP, WITH DIFFERENT FILLER CONTENT, AND
CAN UNDERGO VARIOUS FINISHING ENHANCING PROCESSES,
SUCH AS SURFACE SIZING AND CALENDERING. TwWO MAIN
CATEGORIES OF THIS

TYPE OF PAPER ARE GRAPHIC PAPER (USED FOR EXAMPLE FOR
PRINTING BOOKS AND CATALOGUES) AND OFFICE PAPERS (FOR
INSTANCE, PHOTOCOPY PAPER, HOWEVER THE GROUP CURRENTLY
DOES NOT PRODUCE OFFICE PAPERS. UNCOATED PAPER FROM
MECHANICAL PULP INTENDED FOR PRINTING OR OTHER GRAPHIC
PURPOSES.

THIS TYPE OF PAPER IS USED FOR PRINTING MAGAZINES WITH
THE USE OF ROTOGRAVURE OR OFFSET PRINTING TECHNIQUES.
THE GROUP’S PRODUCTS IN THIS SEGMENT ARE USUALLY USED
FOR PRINTING PAPERBACKS.

m COATED PAPER - WOOD-FREE PAPER FOR PRINTING OR OTHER
GRAPHIC PURPOSES, ONE-SIDE OR TWO-SIDE COATED WITH
MIXTURES CONTAINING MINERAL PIGMENTS, SUCH AS CHINA
CLAY, CALCIUM CARBONATE, ETC. THE COATING PROCESS CAN
INVOLVE DIFFERENT METHODS, BOTH ONLINE AND OFFLINE, AND
CAN BE SUPPLEMENTED BY SUPER-CALANDERING TO ENSURE A
SMOOTH SURFACE.

COATING IMPROVES THE PRINTING QUALITY OF PHOTOGRAPHS
AND ILLUSTRATIONS.
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m OTHER - THIS SEGMENT CONTAINS RESULTS OF DISTRIBUTION
AND SALES COMPANIES AS WELL AS BUSINESS OF ARCTIC PAPER
S.A.

THE DIVISION OF BUSINESS SEGMENTS TO UNCOATED AND
COATED PAPER IS CAUSED BY THE FOLLOWING CIRCUMSTANCES:
m DEMAND FOR PRODUCTS AND ITS SUPPLY, AS WELL AS THE
PRODUCTS PRICES SOLD ON THE MARKET ARE SHAPED BY
FACTORS CHARACTERISTIC FOR EACH SEGMENT, INCLUDING I.E.
LEVEL OF THE PRODUCTION CAPACITY IN EACH SEGMENT,

m KEY OPERATIONAL FACTORS SUCH AS E.G. ORDERS INFLOW OR
PRODUCTION COSTS LEVEL ARE DETERMINED BY FACTORS WHICH
ARE CLOSE TO EACH OTHER WITHIN EACH PAPER SEGMENT,

m PRODUCTS MANUFACTURED IN THE GROUP’S PAPER MILLS CAN
BE, WITH SOME EXCEPTIONS, ALLOCATED TO PRODUCTION IN
DIFFERENT SUBSIDIARIES WITHIN THE SAME PAPER SEGMENT,
WHICH TO SOME EXTENT DISTURBS THE FINANCIAL RESULTS OF
EACH PAPER MILL,

m ARCTIC PAPER GROUP RESULTS ARE DOMINATED BY GLOBAL
MARKET TRENDS IN TERMS OF FLUCTUATIONS OF PRICES OF
PAPER AND BASIC RAW MATERIALS, PARTICULARLY PULP, AND
DEPEND ON INDIVIDUAL CONDITIONS OF PRODUCTION
SUBSIDIARIES TO LESSER EXTENT,

m THE CHANGED BUSINESS SEGMENTS DIVISION WILL ALLOW
BETTER COMPARABILITY OF ARCTIC PAPER GROUP RESULTS TO
OTHER COMPANIES OF PAPER INDUSTRY.

THE RESULTS OF PAPER MILLS AND OTHER ENTITIES ARE MONTHLY
ANALYZED BY THE GROUP’S KEY MANAGEMENT PERSONNEL
BASED ON INTERNAL REPORTING. PERFORMANCE IS MEASURED
BASED ON THE EBITDA LEVEL.

TRANSFER PRICES IN TRANSACTIONS BETWEEN SEGMENTS ARE
SET ON AN ARM'S LENGTH BASIS AS IF IT CONCERNED NON

RELATED PARTIES.

THE FOLLOWING TABLE PRESENTS REVENUE AND PROFIT INFORMATION AND CERTAIN ASSETS AND LIABILITIES INFORMATION DIVIDED

INTO INDIVIDUAL GROUP SEGMENTS FOR THE PERIOD ENDED 31ST DECEMBER 2011 AND AS ON 31ST DECEMBER 2011.
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Operating segments - 12 months period ended 31 December 2011 and as on 31st December 2011

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 1798 698 728 491 - 2527189 - 2527 189
Inter-segment sales 166 474 186 877 26 032 379 384 (379 384) -
Total segment revenues 1965172 915 368 26 032 2906 572 (379 384) 2527 189
Segment's Result
EBITDA 105574 35 860 (2970) 138 463 3299 141762
Interest Income 4281 156 28 253 32690 (30 983) 1707
Interest Costs (37 777) (15 390) (18 468) (71 635) 30 807 (40 829)
Depreciation (71 283) (56 206) (137) (127 625) - (127 625)
Impairments of non-current assets (11 021) - - (11 021) - (11 021)
Positive FX and other financial
income 33104 - 21040 54 144 (13 169) 40975
Negative FX and other financial
costs (3052) (708) (414) (4174) (667) (4 840)
Profit / (loss) before tax 19 826 (36 289) 27 305 10 842 (10 714) 128
Segment assets 1098 841 414 449 403 564 1916 854 1316 1918 169
Segment liabilities 1007 763 433631 238 685 1680 080 (587 630) 1092 450
Capital expenditures 51971 7417 42 59 430 (1836) 57 594

m INTER-SEGMENT SALES ARE ELIMINATED ON CONSOLIDATION.

m SEGMENT RESULT DOES NOT INCLUDE FINANCIAL INCOME (PLN 42,682 THOUSAND OF WHICH PLN 1,707 THOUSAND CONSTITUTE
INTEREST INCOME) AND FINANCIAL cOSTS (PLN 45,668 THOUSAND OF WHICH PLN 40,829 THOUSAND CONSTITUTE INTEREST EXPENSE),
AMORTIZATION AND DEPRECIATION (PLN 138,646 THOUSAND), AS WELL AS INCOME TAX CREDITS (PLN +11,937 THOUSAND). SEGMENT
RESULT INCLUDES INTER-SEGMENT LOSS (PLN 3,299 THOUSAND).

m SEGMENT ASSETS AND LIABILITIES DO NOT INCLUDE DEFERRED TAX ASSET AND LIABILITY (DEFERRED TAX ASSET OF PLN 6,362
THOUSAND AND DEFERRED TAX LIABILITY OF PLN -156,520 THOUSAND) AS THESE ITEMS ARE MANAGED ON THE GROUP LEVEL.

THE FOLLOWING TABLE PRESENTS REVENUE AND PROFIT INFORMATION AND CERTAIN ASSETS AND LIABILITIES INFORMATION DIVIDED

INTO INDIVIDUAL GROUP SEGMENTS FOR THE 12-MONTH PERIOD ENDED 31ST DECEMBER 2010 AND AS AT 31ST DECEMBER 2010.
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Operating segments - 12 months period ended 31 December 2010 and as on 31st December 2010

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 1494 328 549 378 244 026 2287732 - 2287732
Inter-segment sales 110 425 94 335 95 629 300 390 (300 390) -
Total segment revenues 1604 754 643713 339655 2588121 (300 390) 2287732
Segment's Result
EBITDA 49209 96 482 6 947 152 638 (6 344) 146 294
Interest Income 3671 57 20 967 24 695 (22 758) 1937
Interest Costs (12 344) (5551) (35297) (53192) 22823 (30 369)
Depreciation (68 799) (42 395) (1234) (112 428) - (112 428)
Impairments of non-current assets (16 186) - - (16 186) - (16 186)
Positive FX and other financial
income 11617 6 455 91157 109 229 (91 105) 18124
Negative FX and other financial
costs (4 168) - (146) (4314) 4290 (24)
Profit / (loss) before tax (36 999) 55048 82 394 100 442 (93 094) 7 350
Segment assets 1102 386 462 251 849 034 2413671 (507 399) 1906 272
Segment liabilities 634 799 272 349 666 794 1573942 (485 518) 1088 424
Capital expenditures 63 090 7747 753 71591 - 71591

m INTER-SEGMENT SALES ARE ELIMINATED ON CONSOLIDATION.

m SEGMENT RESULT DOES NOT INCLUDE FINANCIAL INCOME (PLN 20,062 THOUSAND OF WHICH PLN 1,937 THOUSAND CONSTITUTE
INTEREST INCOME) AND FINANCIAL cOSTS (PLN 30,393 THOUSAND OF WHICH PLN 30,369 THOUSAND CONSTITUTE INTEREST EXPENSE),
AMORTIZATION AND DEPRECIATION (PLN 128,614 THOUSAND) AS WELL AS INCOME TAX CREDIT (PLN +21,4,67 THOUSAND). SEGMENT
RESULT INCLUDES, HOWEVER, INTER-SEGMENT PROFIT (PLN 6,344 THOUSAND).

= SEGMENT ASSETS AND LIABILITIES DO NOT INCLUDE DEFERRED TAX ASSET AND LIABILITY (DEFERRED TAX ASSET OF PLN 4,497
THOUSAND AND DEFERRED TAX LIABILITY OF PLN -154,402 THOUSAND) AS THESE ITEMS ARE MANAGED ON THE GROUP LEVEL.

THE FOLLOWING TABLE PRESENTS REVENUE AND PROFIT INFORMATION AND CERTAIN ASSETS AND LIABILITIES INFORMATION DIVIDED
INTO INDIVIDUAL GROUP SEGMENTS FOR THE 12-MONTH PERIOD ENDED 31ST DECEMBER 2009 AND AS AT 31ST DECEMBER 2009.
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Operating segments - 12 months period ended 31 December 2009 and as on 31st December 2009

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 1571257 - 237 828 1809 085 - 1809 085
Inter-segment sales 90 339 - 87 386 177 725 (177 725) -
Total segment revenues 1661596 - 325214 1986 810 (177 725) 1809 085
Segment's Result
EBITDA 244 488 - 1799 246 287 288 246 575
Interest Income 4398 - 2804 7202 (5165) 2037
Interest Costs (13 943) - (12 047) (25 990) 5155 (20 835)
Depreciation (65 830) - (1434) (67 264) - (67 264)
Impairments of non-current assets - - - - - -
Positive FX and other financial
income 223 - 129797 130 020 (129 954) 66
Negative FX and other financial
costs (2) - (7 383) (7 386) (142) (7 528)
Profit / (loss) before tax 169 334 - 113 536 282870 (129 818) 153 052
Segment assets 1073 385 - 325231 1398615 (219 007) 1179608
Segment liabilities 513 387 - 222118 735505 (218 231) 517 274
Capital expenditures 107 020 - 783 107 802 - 107 802

m INTER-SEGMENT SALES ARE ELIMINATED ON CONSOLIDATION.

m SEGMENT RESULT DOES NOT INCLUDE FINANCE INCOME (PLN 2,104 THOUSAND OF WHICH PLN 2,037 THOUSAND CONSTITUTE
INTEREST INCOME) AND FINANCE cOSTS (PLN 28,363 THOUSAND OF WHICH PLN 20,835 THOUSAND CONSTITUTE INTEREST EXPENSE),
AMORTIZATION AND DEPRECIATION (PLN 67,264 THOUSAND) AS WELL AS INCOME TAX (PLN 20,652 THOUSAND). SEGMENT RESULT
INCLUDES INTER-SEGMENT LOSS (PLN 288 THOUSAND).

m SEGMENT ASSETS AND LIABILITIES DO NOT INCLUDE DEFERRED TAX ASSET AND LIABILITY (DEFERRED TAX ASSET OF PLN 702 THOUSAND
AND DEFERRED TAX LIABILITY OF PLN 45,001 THOUSAND) AS THESE ITEMS ARE MANAGED ON THE GROUP LEVEL. SEGMENT ASSETS DO
NOT INCLUDE INVESTMENTS IN THE ENTITIES OPERATING WITHIN THE GROUP.

10.1. REVENUES BY COUNTRIES AND REGION

THE FOLLOWING TABLE PRESENTS REVENUES OF THE GROUP FROM EXTERNAL CUSTOMERS DIVIDED BY COUNTRIES AND REGIONS IN THE
YEARS 2009-2011 AS WELL AS NON-CURRENT ASSETS OF THE GROUP DIVIDED BY COUNTRIES AND REGIONS IN THE YEARS 2009-2011:
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Geographic information

Revenues from external customers:

Year ended 31

Year ended 31

Year ended 31

December 2011 December 2010 December 2009
Germany 573 808 495767 459 580
France 260 057 232 948 213 285
UK 229275 213 657 115972
Scandinavia 386 878 332042 244 944
Western Europe (other than above) 315679 312385 312605
Poland 259 009 233200 224732
Central and Eastern Europe (other than Poland) 478 392 442 878 222518
Overseas 24 091 24 854 15449
Total sales 2527 189 2287731 1809 085

Geographic information

Non-current assets:

Year ended 31

Year ended 31

Year ended 31

December 2011 December 2010 December 2009
Germany 57 876 98 402 112 495
France 367 345 345
Scandinavia 653 387 630 736 76 195
Western Europe (other than above) 341 370 300
Poland 414 012 414 043 426 905
Central and Eastern Europe (other than Poland) 86 106 -6 883
Total sales 1126 068 1144001 609 357

SALES REVENUES OF THE POSITION ‘WESTERN EUROPE’ RELATE MOSTLY TO SALES IN BELGIUM, NETHERLANDS, AUSTRIA, SWITZERLAND,
ITALY AND SPAIN. SALES REVENUES OF THE POSITION ‘CENTRAL-EASTERN EUROPE’ RELATE TO SALES IN UKRAINE, CZECH REPUBLIC,
SLOVAKIA, HUNGARY AND BULGARIA.

THE ABOVE MENTIONED NON-CURRENT ASSETS COMPRISE PROPERTY, PLANT AND EQUIPMENT, INTANGIBLES, INVESTMENT PROPERTIES AS
WELL AS OTHER FINANCIAL AND NON-FINANCIAL ASSETS.
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11. REVENUES AND EXPENSES

11.1. OTHER OPERATING INCOME

Year ended 31 Year ended 31 Year ended 31
December 2011 December 2010 December 2009
Relase of provisions 129 354 749
Compensation received 3750 4044 945
Rental income 2426 2186 1889
Sales of services 660 691 298
Government grants 360 97 2432
Sales of energy and water 24 255 20469 11645
Sales of materials 35678 35832 23078
Net income from emission rights - 84 -
Excess of aquirer's interest in the net fair value of
acquiree's identifiable assets, liabilites and contingent
liabilities (Gain on a bargain purchase) o 77 555 -
Profit of sales on tangible assets 139 3136 -
Income on marketing activities - - 611
Return of tax on civil law transactions - - 975
Employee conribution company cars 172 184 203
VAT not confirmed resolved provision - 1095 -
Profit on sales of CO2 emission rights 724 - -
Other 4285 4 455 1775
Total 72578 150 180 44 601
11.2. OTHER OPERATING EXPENSES
Year ended 31 Year ended 31 Year ended 31

December 2011

December 2010

December 2009

Property tax (3 229) (1574) (1357)
Cost of sales of energy and water (20 071) (17 953) (7 945)
Cost of sales of materials (28 904) (29 229) (21 068)
Redundancy costs (3241) (1112) (1 049)
Cost of ancilary activites (canteen) (737)
Loss on sale of disposal of fiexed assets 17) - (1732)
VAT receivables write-off (1145)
Revaluation investment property - (1617) -
Contingent consideration from purchase price
agreement at Arctic Paper Mochenwangen GmbH

- (5232) -
Other (2031) (3655) (2715)
Total (57 492) (60372) (37 748)
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11.3. FINANCIAL INCOME

Year ended 31

Year ended 31

Year ended 31

11.4. FINANCIAL COSTS

Year ended 31

Year ended 31

December 2011 December 2010 December 2009
Interest income on cash and cash equivalents 1163 1010 952
Interest income on loans granted - 312 221
Interest income on receivables 528 518 793
Other interest income 16 97 71
Foreign exchange gains 40 944 18 099 -
Other finance income 31 25 67
Total 42 682 20 062 2104

Year ended 31

December 2011 December 2010 December 2009
Interest on bank loans and bonds valued at
amortized cost (35129) (25 388) (17 736)
Interest on other financial liablities (144) (182) (511)
Interest on post-employments provisions (3143) (2684) (766)
Finance charges pay able under finance leases (2411) (2116) (1822)
Foreign exchange losses (4 411) - (7 466)
Other finance costs (429) (24) (62)
Total (45 668) (30 393) (28 363)
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11.5. COSTS BY NATURE

Year ended
31 December 2011

31 December 2010

Year ended

Year ended

31 December 2009

Depreciation / Amortisation (127 626) (112 428) (67 264)
Impairment losses (11 021) (16 186) -
Change in inventory of finished goods (1393) 25 345 (10 883)
Inventory write-downs (3756) (2091) (6 679)
Reversed inventory write-down - 981 -
Materials and energy (1634 744) (1543 833) (901 679)
External services (376 495) (322 970) (273 826)
Taxes and charges (11 513) (12 522) (10 581)
Employee benefits expense (315 200) (302 626) (211 928)
Other (33 542) (30 030) (19 251)
Cost of goods for resale (23 870) (43 499) (135 183)
Total costs by type, of which: (2539 159) (2359 860) (1636 627)
Items included in cost of sales (2173 245) (2029 622) (1339917)
Items included in selling and distribution expenses (294 405) (272 965) (237 605)
Items included in administrative expenses (71 509) (57 273) (59 105)
11.6. DEPRECIATION/ AMORTIZATION AND IMPAIRMENT LOSSES INCLUDED 1IN
CONSOLIDATED INCOME STATEMENT
Year ended Year ended Year ended

31 December 2011

31 December 2010

31 December 2009

Included in cost of sales:

Depreciation / Amortisation (121 784) (106 705) (60 599)
Impairment of property, plant and equipment (11 021) (16 186) -
Impairment of intangible assets - - -
Inventory write-downs (3 756) (2091) (6 679)
Included in selling and distribution expenses:

Depreciation / Amortisation (2 996) (2900) (3 105)
Impairment of property, plant and equipment - - -
Impairment of intangible assets - - -
Included in administrative expenses

Depreciation / Amortisation (2 846) (2 823) (3 560)

Impairment of property, plant and equipment
Impairment of intangible assets
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11.7. EMPLOYEE BENEFITS EXPENSES

Year ended Year ended Year ended
31 December 2011° 31 December 2010 31 December 2009

Wages and salaries (241 567) (232 239) (168 139)
Social security costs (72017) (65 525) (41732)
Retirement benefits (5837) (4 862) (2 057)
Total employee benefits expenses, of which: (319 421) (302 626) (211 928)
Items included in cost of sales (225 537) (211 301) (134 615)
Items included in selling and distribution expenses (25073) (25 137) (13 375)
Items included in administrative expenses (68 810) (66 188) (63 938)

12. COMPONENTS OF OTHER COMPREHENSIVE INCOME

COMPONENTS OF OTHER COMPREHENSIVE INCOME FOR THE YEAR ENDED 31ST DECEMBER 2011, THE YEAR ENDED 31" DECEMBER 2010
AND THE YEAR ENDED 31 DECEMBER 2009 ARE AS FOLLOWS:

I Components of other comprehensive income

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Exchagne difference on translation of foreign operations 14 198 12112 2154
Deffered tax on items recognised directly in equity (exchange differences) 6 868 (2851) (485)
Valuation of derivatives (25515) 10679 1874
Derecognition of deferred tax asset - - (9 876)
Total other comprehensive income (4 449) 19 941 (6 334)

Arctic Paper S.A. Capital Group W Page 42 of 98




Historical consolidated financial information for the year ended 31st December 2011 PLN thousand

13. INCOME TAX

13.1. TAX BURDENS

MAJOR COMPONENTS OF INCOME TAX EXPENSE FOR THE YEAR ENDED 31ST DECEMBER 2011, THE YEAR ENDED 31" DECEMBER 2010 AND
THE YEAR ENDED 31" DECEMBER 2009 ARE AS FOLLOWS:

Tax income - major components of tax burdens

Year ended Year ended Year ended
31 December 31 December 31 December
2011 2010 2009
(audited) (audited) (audited)
Consolidated income statement
Current income tax
Current income tax charge (6 402) (7 942) (5 552)
Adjustments in respect of current income tax of previous years - - 12
Deferred income tax
Relating to origination and reversal of temporary differences 18 339 29409 (15 112)
Income tax expense reported in consolidated income statement 11937 21467 (20 652)
Consolidated statement of changes in equity
Current income tax
Tax effect of costs related to increase in share capital - - -
Income tax benefit/ (income tax expense) reported in equity - - -
Consolidated statement of other comprehensive income
Deffered income tax
Deffered tax in respect of valuation in hedging intruments (exchange 6 868 (2851) (485)
Derecognition of deffered tax asset originally recognised in equity - - (9876)
Income tax benefit / (income tax expense) reported in other
comprehensive income 6 868 (2 851) (10 361)

13.2. RECONCILIATION OF THE EFFECTIVE INCOME TAX RATE

A RECONCILIATION OF INCOME TAX EXPENSE APPLICABLE TO ACCOUNTING PROFIT BEFORE INCOME TAX AT THE STATUTORY INCOME TAX
RATE TO INCOME TAX EXPENSE AT THE GROUP'S EFFECTIVE INCOME TAX RATE FOR THE YEAR ENDED 31ST DECEMBER 2011, FOR THE YEAR
ENDED 31" DECEMBER 2010 AND THE YEAR ENDED 31 DECEMBER 2009 IS AS FOLLOWS:
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_ Tax income - reconciliation of the effective income tax rate

Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
Accounting profit before tax from continuing
operations 128 7 350 153 052
Profit before tax from discontinued operations - - -
Accounting profit before income tax 128 7 350 153 052
At statutory income tax rate in 2009-2011 of 19% (24) (1396) (29 080)
Adjustments in respect of current income tax from
previous years (84) 47 (10)
Difference resulting from different tax rates if different
countries 7 801 2089 (3 954)
Tax losses on which no deferred tax asset has been
recognized 1982 (12 104) (3 170)
Tax credits in KSSSE 8457 11978 18414
Business combination - 20 896 -
Utilisation of previously unrecognised tax losses 580 224 232
Reversal of previously recognized tax losses - (297) (770)
Non-taxable income 7 526 6 255 604
Influence of tax groups (10 975) - -
Non-taxable costs (3324) (6 225) (2 065)
Unrecognized deffered tax asset on temporary
diffrences - R (1262)
Changein tax rates - - 409
At the effective income tax rate of 9300%(2010: -
292% 2009: -13% 11937 21467 (20 652)
Income tax expense reported in consolidated
income statement 11937 21467 (20 652)

Income tax attributable to discontinued operations

UNRECOGNIZED DEFERRED TAX ASSET RELATES MAINLY TO THOSE
TAX LOSSES, WHICH ARE EXPECTED TO EXPIRE RATHER THAN TO
BE REALISED, AND TEMPORARY DIFFERENCES, WHICH BASED ON
THE GROUP'S MANAGEMENT ASSESSMENT COULD NOT BE
UTILIZED FOR TAX PURPOSES.

DEFERRED TAX ASSET IS RECOGNIZED FOR TAX LOSSES CARRIED
FORWARD TO THE EXTENT THAT REALISATION OF THE RELATED TAX
BENEFIT THROUGH FUTURE TAXABLE PROFITS IS PROBABLE.

THE POLISH TAX SYSTEM HAS RESTRICTIVE PROVISIONS FOR
GROUPING OF TAX LOSSES FOR MULTIPLE LEGAL ENTITIES UNDER
COMMON CONTROL, SUCH AS THOSE OF THE GROUP. THUS, EACH
OF THE GROUP'S SUBSIDIARIES MAY ONLY UTILIZE ITS OWN TAX
LOSSES TO OFFSET TAXABLE INCOME IN SUBSEQUENT YEARS.

THE AMOUNTS AND EXPIRY DATES OF UNUSED TAX LOSSES ARE AS
FOLLOWS:
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_ Tax income (charge) - recognized in consolidated income statement

Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
Year of expiration of tax losses (audited) (audited) (audited)
With an indefinite life 41 374 73981 19 287
ended 31 December 2012 - 127 -
ended 31 December 2013 19 022 19 149 19482
ended 31 December 2014 12 336 12 406 12 336
ended 31 December 2015 and later 3654 4758 -
Total 76 387 110419 51105
13.3. DEFERRED INCOME TAX
DEFERRED INCOME TAX RELATES TO THE FOLLOWING:
_ Deferred income tax - liabilities
Consolidated balance sheet Consolidated income statement
as at for the year ended

31 December 2011 31 December 2010 31 December 2009 31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited) (audited) (audited) (audited)
Deffered income tax liabilities
Tangible fixed assets 72020 71013 37638 (1007) 607 (89)
Inventories 493 585 438 92 (147) 235
Trade receivables (18) 99 148 117 49 570
Benefit funds - - - - - -
Accruals and provisions (2535) 82 94 2617 12 (94)
Cogeneration certificates 1808 816 934 (992) 118 (934)
Untaxed reserves (Swedish tax regulation) 7818 6805 - (1013) (1087) -
Fair value adjustments on acquisition of subsidiary 88148 97 493 11935 9345 10 042 2382
Losses utilized on the level of separate financial
statements, unrecognized in consolidated financial
statements 19759 17 624 15967 (2135) - (14 731)
Hedging instruments 321 - - (321) -
Foreign exchange gains - - - - - 311
Gross deffered income tax liabilities 187 813 194 516 67 153 6702 9595 (12 349)
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Consolidated balance sheet

as at

31 December 2011

31 December 2010

Consolidated income statement
for the year ended

31 December 2009 31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited) (audited) (audited) (audited)

Deferred income tax assets
Post-employment benefits 3151 4090 901 (939) 358 (976)
Accruals and provisions 2868 4656 6450 (1788) (3 265) 225
Tangible fixed assets 172 4517 50 (4 345) 4467 50
Inventories 670 1242 798 (572) 444 798
Trade receivables 4040 3767 159 273 3298 159
Tax credits in Kostrzynsko - Stubicka Special 25640 25004 13 048 636 11956 (963)
Loss available for offset against future taxable income 1114 1335 1448 (221) (113) (1628)
Gross deferred income income tax assets 37 655 44611 22854 (6 956) 17 145 (2335)
Foreign exchange differences 18 594 2669 (428)
Deferred income tax charge 18 339 29 409 (15112)
Net deferred tax assets/ liability

- Deferred tax assets 6362 4497 702

- Deferred tax liability 156 520 154 402 45001

14. NON-CURRENT ASSETS HELD FOR SALE

As ON 31ST DECEMBER 2011, AS ON 31ST DECEMBER 2010 AND AS ON 31ST DECEMBER 2009 THE GROUP DID NOT REPORT ANY NON-

CURRENT ASSETS HELD FOR SALE.

15. SOCIAL ASSETS AND SOCIAL FUND LIABILITIES

THE SocIiAL FUND ACT DATED 4TH MARCH 1994, WITH
SUBSEQUENT AMENDMENTS, REQUIRES THE COMPANIES WHOSE
FULL-TIME EMPLOYEES’ NUMBER EXCEEDS 20 TO ESTABLISH AND
RUN A SoOCIAL FUND. ARCTIC PAPER KOSTRZYN S.A. CREATES
SUCH A FUND AND MAKES PERIODICAL TRANSFERS IN THE BASIC
AMOUNTS. THE FUNDS PURPOSE IS TO SUBSIDIZE SOCIAL
ACTIVITIES OF ARCTIC PAPER KOSTRZYN AND COVER SOCIAL

COST.

ARCTIC PAPER KOSTRZYN HAS COMPENSTATED THE ASSETS AND
LIABILITIES RELATED TO THE SOCIAL FUND, BECAUSE THE ASSETS
ARE NOT A SEPARATE ASSET OF THIS COMPANY. IN RELATION TO
THE FACT MENTIONED ABOVE, THE NET BALANCE OF SOCIAL FUND
AMOUNTED TO PLN 3 THOUSAND ON 31ST DECEMBER 2011 (ON
31ST DECEMBER 2010: PLN 10 THOUSAND, ON 31ST DECEMBER
2009: PLN (12) THOUSAND).

THE COMPOSITION AND NATURE OF ASSETS, LIABILITIES AND COSTS RELATED TO THE SOCIAL FUND ARE PRESENTED IN THE FOLLOWING

TABLE.
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_ Social assets and social fund liabilities
As at As at As at
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
Cash 25 20 10
Social Fund liability (22) (10) (22)
Net balance 3 10 (12)
Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
Transfers made to the Social Fund during the period
563 588 571

16. EARNINGS PER SHARE

EARNINGS PER SHARE RATIO IS CALCULATING BY DIVIDING THE
NET PROFIT FOR THE YEAR ATTRIBUTABLE TO THE COMPANYS’
SHAREHOLDERS BY WEIGHTED AVERAGE NUMBER OF SHARES
DURING THE REPORTING PERIOD. INFORMATION REGARDING NET

Eearnings per share

PROFIT AND NUMBER OF SHARES, WHICH WAS THE BASE FOR
CALCULATION OF EARNINGS PER SHARE AND DILUTED EARNINGS
PER SHARE ARE PRESENTED BELOW:

Year ended Year ended Year ended

31 December 31 December 31 December

2011 2010 2009

(audited) (audited) (audited)

Net profit (loss) for the year from continuing operations 12 066 28 817 132 400
Profit (loss) for the period from discontinued operations - - -
Net profit (loss) for the year 12 066 28 817 132 400
Number of share - serie A 50 000 50 000 50 000
Number of share - serie B 44 253 500 44 253 500 44 253 500
Number of share - serie C 8 100 000 8100 000 8100 000
Number of share - serie E 3 000 000 3000000 -
Total number of shares (in thousand) 55403 500 55403 500 52 403 500
Weighted average number of shares 55403 500 54 778 842 45 390 884
Profit per share (in PLN) 0.22 0.53 2.92
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16.1. TRANSACTIONS ON ORDINARY SHARES, WHICH HAD TAKEN PLACE BETWEEN THE BALANCE

SHEET DATE AND THE DATE OF AUTHORIZATION OF THIS HISTORICAL CONSOLIDATED FINANCIAL

INFORMATION

BETWEEN THE BALANCE SHEET DATE AND THE DATE OF PREPARING OF THE HEREBY HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

THERE WERE NO TRANSACTIONS OF SUCH MATTER.

17. DIVIDEND PAID AND PROPOSED

DIVIDENDS ARE PAID OUT BASED ON THE NET PROFIT SHOWN IN
THE SEPARATE ANNUAL FINANCIAL STATEMENTS OF ARCTIC PAPER
S.A. PREPARED FOR STATUTORY PURPOSES, AFTER COVERING
LOSSES CARRIED FORWARD FROM THE PREVIOUS YEARS.

IN ACCORDANCE WITH THE PROVISIONS OF THE CODE OF
COMMERCIAL COMPANIES, THE PARENT COMPANY IS REQUIRED
TO CREATE RESERVE CAPITAL FOR POSSIBLE LOSSES.
TRANSFERRED TO THIS CAPITAL CATEGORY IS 8% OF PROFIT FOR
THE GIVEN FINANCIAL YEAR RECOGNIZED IN THE STANDALONE
FINANCIAL STATEMENTS OF THE PARENT COMPANY UNTIL SUCH
TIME AS THE BALANCE OF THE RESERVE CAPITAL REACHES AT
LEAST ONE THIRD OF THE SHARE CAPITAL OF THE PARENT
COMPANY. APPROPRIATION OF THE RESERVE CAPITAL AND OTHER
RESERVES DEPENDS ON THE DECISION OF THE GENERAL MEETING
OF SHAREHOLDERS; HOWEVER, THE RESERVE CAPITAL IN THE
AMOUNT OF ONE THIRD OF THE SHARE CAPITAL MAY BE USED
SOLELY FOR THE ABSORPTION OF LOSSES REPORTED IN THE
STANDALONE FINANCIAL STATEMENTS OF THE PARENT COMPANY

AND SHALL NOT BE USED FOR ANY OTHER PURPOSE.

As ON THE DATE OF THIS REPORT, THE COMPANY HAD NO
PREFERRED SHARES.

THE POSSIBILITY OF PAYMENT OF POTENTIAL DIVIDEND BY THE
COMPANY TO SHAREHOLDERS DEPENDS ON THE LEVEL OF
PAYMENTS RECEIVED FROM SUBSIDIARIES. RISKS ASSOCIATED
WITH THE COMPANY’S ABILITY TO PAY DIVIDENDS HAVE BEEN
DESCRIBED IN THE PART “RISK FACTORS” OF THIS REPORT.

ON 28TH JUNE 2012 THE ORDINARY SHAREHOLDERS MEETING
ADOPTED RESOLUTION NO 8 REGARDING DISTRIBUTION OF
PROFIT FOR FINANCIAL YEAR 2011 IN WHICH A PART OF PROFIT
FOR FINANCIAL YEAR 2011 IN THE AMOUNT OF PLN 2,184,399.57
WAS ASSIGNED IN ACCORDANCE WITH CODE OF COMMERCIAL
COMPANIES TO SUPPLEMENTARY CAPITAL, THE AMOUNT OF PLN
9,972,630.00 WAS ASSIGNED FOR PAYMENT OF DIVIDEND (PLN
0.18 PER SHARE), WHILE THE REST AMOUNT OF UNDISTRIBUTED
NET PROFIT (PLN 15,147,964.96) WAS ASSIGNED TO RESERVE
CAPITAL WITH THE POSSIBILITY OF FUTURE USE OF THIS AMOUNT
TO PAY DIVIDEND OR FOR OTHER LEGALLY ACCEPTABLE PURPOSE.

THE SHAREHOLDERS MEETING SET THE DIVIDEND DAY TO 31ST
JULY 2012 AND THE DIVIDEND PAYMENT DAY TO 21ST AUGUST
2012

(CURRENT REPORT 13/2012).

As ON 30TH JUNE 2012 THE DIVIDEND PROPOSED FOR PAYMENT
IN THE AMOUNT OF PLN 9,973 THOUSAND WAS PRESENTED IN
POSITION OF SHORT-TERM LIABILITIES.

ON 27TH APRIL 2011 THE MANAGEMENT BOARD OF ARCTIC
PAPER SA ADOPTED A RESOLUTION APPROVING THE NET PROFIT
FOR THE YEAR 2010 DISTRIBUTION PROPOSAL AND
RECOMMENDING TO SUPERVISORY BOARD OF ARCTIC PAPER S.A.

THE ABOVE PROPOSAL DOES NOT PROVIDE DIVIDEND PAYMENT.

ON 26TH MAY 2011 SHAREHOLDERS MEETING APPROVED THE
RESOLUTION NO 7 REGARDING THE DIVISION OF PROFIT FOR
FINANCIAL YEAR 2010, IN WHICH A PART OF PROFIT FROM 2010
ASSIGNED, ACCORDING TO PoLISH COMMERCIAL COMPANIES
CODE, TO SUPPLEMENTARY CAPITAL IN THE AMOUNT OF PLN
7,770,812.64, WHEREAS THE REST AMOUNT OF UNDIVIDED NET
PROFIT ASSIGNED TO RESERVE CAPITAL IN THE AMOUNT OF PLN
89,364,345.37 WITH THE POSSIBILITY TO MAKE USE OF IT TO PAY
DIVIDEND OR FOR OTHER LEGALLY PERMISSIBLE PURPOSE.

ON 12 MAY 2010, THE MANAGEMENT BOARD OF ARCTIC PAPER
SA ADOPTED A RESOLUTION RECOMMENDING THE GENERAL
MEETING OF SHAREHOLDERS A PAYMENT OF DIVIDEND FOR THE
YEAR 2009 IN THE AMOUNT OF PLN 0.80 PER SHARE.

ON 8 JuNE 2010 REGULAR GENERAL MEETING OF
SHAREHOLDERS ADOPTED RESOLUTION NoO. 7 ON THE
DISTRIBUTION OF PROFIT FOR THE YEAR 2009, IN WHICH PART OF
THE PROFIT FOR THE FISCAL YEAR 2009 WAS ALLOCATED FOR
DISTRIBUTION AMONG THE SHAREHOLDERS IN THE AMOUNT OF
PLN 49,309 THOUSAND, ILE., IT WAS DECIDED TO PAY A
DIVIDEND OF PLN 0.89 PER SHARE. THE NUMBER OF SHARES
COVERED BY THE DIVIDEND AMOUNTED TO 55,403,500.

THE DIVIDEND ON ORDINARY SHARES FOR THE YEAR 2009 WAS
PAID ON 6 JULY 2010 AND AMOUNTED TO PLN 49,309
THOUSAND (FOR 2008: NO DIVIDEND PAYMENT WAS MADE DUE
TO THE GENERATED LOSS).
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18. PROPERTY, PLANT AND EQUIPMENT

I P operty. plant and equipment

As at 31 December 2011 (audited)

Land and Assets under

buildings Plant and equipment construction Total
Net carrying amount at 1 January 2009 139071 314 422 55051 508 544
Additions 246 14 833 92 269 107 347
Other additions 22198 90 452 (112 649) -
Disposals - (552) - (552)
Liquidations - (1753) - (1753)
Depreciation charge for the period (7 159) (56 696) - (63 854)
Foreign exchange differences 1601 428 862 2891
Net carrying amount at 31 December 2009 155 957 361134 35533 552623
Net carrying amount at 1 January 2010 155 957 361133 35533 552 623
Additions 1972 10817 58 517 71307
Other additions 5211 47 505 (52716) -
Acquisition through business combination 129 878 334 259 464 137
Disposals (5226) (313) - (5 540)
Liquidations - (21) - (21)
Depreciation charge for the period (12 984) (92 272) - (105 257)
Impairment losses (Note 25) (486) (15700) (16 186)
Foreign exchange differences 11897 25896 1896 39689
Net carrying amount at 31 December 2010 286 219 671305 43230 1000753
Net carrying amount at 1 January 2011 286 219 671305 43 230 1000 754
Additions 899 6850 47 563 55313
Other additions 4360 37275 (41 635) 0
Acquisition through business combination (Note 23) - - - -
Disposals - (114) - (114)
Liquidations (116) (162) - (278)
Depreciation charge for the period (15 344) (107 402) - (122 746)
Impairment losses (Note 25) (310) (10711) - (11021)
Foreign exchange differences 20493 48725 1049 70268
Net carrying amount at 31 December 2011 296 201 645767 50207 992 175

IMPAIRMENT LOSS IN AMOUNT OF PLN 11,021 THOUSAND WAS
INCLUDED IN CONSOLIDATED INCOME STATEMENT FOR THE
PERIOD ENDED 31ST DECEMBER 2011 IN COST OF SALES (2010:

PLN 16,186 THOUSAND, 2009: PLN: 0).

THE CARRYING AMOUNT OF PROPERTY, PLANT AND EQUIPMENT

HELD UNDER FINANCE LEASE AGREEMENTS OR HIRE PURCHASE
CONTRACTS ON 31ST DECEMBER 2011 TOTALED PLN 3,348
THOUSAND (ON 31ST DECEMBER 2010: PLN 5,363 THOUSAND
AND AT 31 DECEMBER 2009: PLN 9,404 THOUSAND).

LEASED ASSETS AND ASSETS UNDER HIRE PURCHASE CONTRACTS
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ARE PLEDGED AS SECURITY FOR THE RELATED FINANCE LEASE AND LOANS TAKEN OUT BY THE COMPANY (NOTE 31).

HIRE PURCHASE LIABILITIES.
THE VALUE OF CAPITALIZED BORROWING COSTS IN THE

A MORTGAGE SECURITY WAS ESTABLISHED ON LAND AND FINANCIAL YEAR ENDED 31ST DECEMBER 2011 AMOUNTED TO
BUILDINGS WITH A CARRYING AMOUNT OF 296,201 THOUSAND PLN 204 THOUSAND (YEAR ENDED 31ST DECEMBER 2010: PLN
(oN 31ST DECEMBER 2010: PLN 286,218 THOUSAND, ON 31ST 70 THOUSAND, (YEAR ENDED 31 DECEMBER 2009: PLN 34
DeceMBER 2009: PLN 155,957 THOUSAND) IN RESPECT OF BANK THOUSAND).

19. LEASES

19.1. OPERATING LEASE COMMITMENTS — GROUP AS THE LESSEE

THE GROUP ENTERED INTO OPERATING LEASE AGREEMENTS ON FUTURE MINIMUM RENTALS PAYABLE UNDER NON-CANCELLABLE
CERTAIN VEHICLES AND TECHNICAL EQUIPMENT. ENTERING INTO OPERATING LEASES AS ON 31ST DECEMBER 2011, 31ST DECEMBER
THESE CONTRACTS DOES NOT RESULT IN ANY RESTRICTIONS FOR 2010 AND 31ST DECEMBER 2009 ARE AS FOLLOWS:

THE LESSEE.

_ Operating lease commitments - Group as the lessee

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Within 1 year 5089 3416 2810
Within 1 to 5 years 9423 10 061 5353
More than 5 years - 267 13
Total 14512 13744 8176

19.2, FINANCE LEASE AND HIRE PURCHASE COMMITMENTS

As ON 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST PRESENT VALUE OF THE NET MINIMUM LEASE PAYMENTS ARE AS
DECEMBER 2009 FUTURE MINIMUM RENTALS PAYABLE UNDER FOLLOWS:
FINANCE LEASES AND HIRE PURCHASE CONTRACTS AND THE

- Finance lease and hire purchase commitments

Year ended 31 December 2011 Year ended 31 December 2010 Year ended 31 December 2009
Present value of Present value of Minimum Present value of
Minimum payments payments  Minimum payments payments payments payments
Within 1 year 8293 7987 8641 7913 6309 5201
Within 1 to 5 years 12484 11243 16 388 15148 11825 10 964
More than 5 years 41 265 30298 35513 28 533 - -
Minimum lease payments, total 62 041 49 528 60 542 51594 18 134 16 165
Less amounts representing finance charges (7 292) (8948) (1969)
Present value of minimum lease payments, of
which: 54749 49528 51594 51594 16 165 16 165
- short-term 7987 7913 5201
- long-term 41541 43681 10 964
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20. INVESTMENT PROPERTIES

_ Investment properties

2011 2010 2009

(audited) (audited) (audited)

Opening balance at 1 January 10 542 12159 12 159
Addititons (subsequent expenditure) - - -
Net loss from afair value adjustment - (1617) -
Closing balance at 31 December 10 542 10 542 12159

INVESTMENT PROPERTIES ARE RECOGNISED AT FAIR VALUE
DETERMINED BY A VALUATION PERFORMED BY ACCREDITED
APPRAISER “DWN” DORADzTWO I WYCENA NIERUCHOMOSCI
KARINA DRZAZGOWSKA. IN RELATION TO YEAR 2010 NO FACTORS
AFFECTING THE VALUATION HAVE BEEN CHANGED. THE
VALUATION USED A COMPARATIVE APPROACH, THE ADJUSTED
AVERAGE METHOD.

DWN - DoRrADzTWO I WYCENA NIERUCHOMOSCI KARINA
DRZAZGOWSKA IS AN EXPERT IN REAL ESTATE, HOLDING A
PROFFESIONAL CERTIFICATION IN THE FIELD OF PROPERTY
VALUATION AWARDED BY THE PRESIDENT OF THE HOUSING AND
URBAN DEVELOPMENT.

THE MARKET VALUE OF PROPERTY CONSTITUTES THE PRICE THAT
IS MOST LIKELY TO OBTAIN IN THE MARKET, DETERMINED TAKING
INTO ACCOUNT TRANSACTION PRICES FOR ADOPTION OF THE
FOLLOWING ASSUMPTIONS:

B PARTIES OF THE CONTRACT WERE INDEPENDENT OF EACH

OTHER, DID NOT ACT UNDER CONSTRAINT AND HAD A FIRM
INTENTION TO CONCLUDE A CONTRACT,

B THE TIME NECESSARY TO DISPLAY A PROPERTY IN THE MARKET

AND TO NEGOTIATE CONTRACT TERMS ELAPSED.

THE MARKET VALUE FOR VALID METOD OF USE (WRUO) was
ETSIMATED TAKING INTO ACCOUNT:

B PURPOSE OF THE VALUATION,
B THE NATURE AND LOCATION OF THE PROPERTY,
B FUNCTION IN LAND DEVELOPMENT PLAN,

| LEVEL OF EQUIPMENT IN THE TECHNICAL

INFRASTRUCTURE,STANU NIERUCHOMOéCI,

M CONDITION OF PROPERTY

B AVAILABLE DATA ON PRICES OF SIMILAR PROPERTIES.

IN 2011 REVENUES RECEIVED FROM INVESTMENT PROPERTIES
AMOUNTED TO PLN 23 THOUSAND. COSTS INCURRED IN 2011
CONSISTS OF COST OF PROPERTY TAX AMOUNTING TO PLN 20
THOUSAND. IN 2010 REVENUES RECEIVED FROM INVESTMENT
PROPERTIES AMOUNTED TO PLN 21 THOUSAND. COSTS INCURRED
IN 2010 CONSISTS OF COST OF PROPERTY TAX AMOUNTING TO

PLN 19 THOUSAND.
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21. INTANGIBLE ASSETS
_Intangibleassets

As at 31 December 2009 (audited)

Customer CER co2

relationship Trademarks Certificate emission rights Other * Total
Net carrying amount at 1 January 2009 1257 1528 1378 5925 39191 49279
Additions - 1311 21778 754 503 24 346
Disposals - - (18 241) - (9 068) (27 309)
Depreciation charge for the period (264) - - - (3142) (3 4086)
Foreign exchange differences 7) 72 - - (136) (71)
Net carrying amount at 31 December 2009 986 2911 4915 6679 27 349 42 840
At 1 January 2009 -
Gross carrying amount 1289 1528 1378 5925 60 096 70215
Accumulated depreciation and impairment (32) - - - (20 905) (20 936)
Net carrying amount 1257 1528 1378 5925 39191 49 279
At 31 December 2009 -
Gross carrying amount 1257 2911 4915 6588 51483 67 153
Accumulated depreciation and impairment (271) - - - (24 043) (24 314)
Net carrying amount 986 291 4915 6588 27 440 42 839

As at 31 December 2010 (audited)
Customer CER Cco2

relationship Trademarks Certificate emission rights Other * Total
Net carrying amount at 1 January 2010 986 2911 4915 6588 27 440 42 840
Additions - - 26 874 2304 339 29517
Disposals - - (27 496) (1966) (10 625) (40 087)
Acquisition of subsidiaries (Note 23) 33179 49005 - 11509 2073 95767
Depreciation charge for the period (3076) - - - (4 095) (7172)
Foreign exchange differences 2451 4061 - 333 (592) 6253
Net carrying amount at 31 December 2010 33540 55977 4293 18768 14 540 127 118
At 1 January 2010 -
Gross carrying amount 1257 2911 4915 6588 51483 67 154
Accumulated depreciation and impairment (271) - - - (24 043) (24 314)
Net carrying amount 986 291 4915 6588 27 440 42 840
At 31 December 2010 -
Gross carrying amount 37028 55977 4293 18768 42789 158 854
Accumulated depreciation and impairment (3487) - - - (28 248) (31736)
Net carrying amount 33 540 55977 4293 18768 14 540 127 118
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As at 31 December 2011 (audited)

Customer CER Cco2

relationship Trademarks Certificate emission rights Other * Total
Net carrying amount at 1 January 2011 33540 55977 4293 18768 14 540 127 118
Additions - - 25133 653 69 25855
Disposals - - (19 908) (7 364) (12 879) (40 151)
Depreciation charge for the period (3952) (0) - - (927) (4 879)
Foreign exchange differences 3726 6598 - 1869 274 12 467
Net carrying amount at 31 December 2011 33315 62574 9518 13 926 1077 120410
At 1 January 2011 -
Gross carrying amount 37028 55977 4293 18768 42789 158 854
Accumulated depreciation and impairment (3487) - - (28 248) (31736)
Net carrying amount 33540 55977 4293 18768 14 540 127 118
At 31 December 2011 -
Gross carrying amount 41507 62574 9518 13926 30438 157 964
Accumulated depreciation and impairment (8193) - - - (29 361) (37 554)
Net carrying amount 33315 62574 9518 13926 1077 120410

* other posistion included software

IN THE FINANCIAL YEAR ENDED 31ST DECEMBER 2011, EMISSION
RIGHTS WITH A CARRYING AMOUNT OF PLN 653 THOUSAND WERE
USED AS GUARANTEE IN RESPECT OF BANK LOANS DRAWN BY THE
GROUP. IN 2010 THEIR VALUE AMOUNTED TO PLN 6,926
THOUSAND, IN 2009 THEIR VALUE AMOUNTED TO PLN 6,588
THOUSAND.

THE COMPANY PERFORMED A TEST ON IMPAIRMENT OF THE
VALUE OF ARCTIC PAPER CORPORATE TRADEMARK AS ON 31ST
DECEMBER 2011. AS A RESULT OF AN ANALYSIS PERFORMED, NO
NEED FOR ALLOWANCE ON THE GROUNDS OF VALUE LOSS WAS
CONFIRMED.

22,

ANOTHER TEST HAS BEEN SCHEDULED TO 31ST DECEMBER 2012.

THE COMPANY PERFORMED A TEST ON IMPAIRMENT OF THE VALUE
OF CORPORATE TRADEMARKS PURCHASED AT ACQUISITION OF AP
GRYCKSBO AS ON 31ST DECEMBER 2011. AS A RESULT OF AN
ANALYSIS PERFORMED, NO NEED FOR ALLOWANCE ON THE
GROUNDS OF VALUE LOSS WAS CONFIRMED. THE IMPAIRMENT
TEST WAS PERFORMED AT ARCTIC PAPER GRYCKSBO LEVEL, AS
THE COMPANY WAS CONSIDERED ONE UNIT GENERATING CASH
FLOWS. THE DETAILS OF THE TEST HAVE BEEN PRESENTED IN NOTE
25.

ANOTHER TEST HAS BEEN SCHEDULED TO 31ST DECEMBER 2012.

INVESTMENT IN RELATED PARTIES VALUED USING THE EQUITY METHOD

DURING THE YEARS ENDED 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST DECEMBER 2009 THE GROUP DID NOT HAVE ANY

ASSOCIATES.

23.

BUSINESS COMBINATIONS AND ACQUISITION OF MINORITY INTERESTS

23.1. ACQUISTION OF GRYCKSBO PAPIER HOLDING AB (CURRENTLY ARCTIC PAPER GRYCKSBO

AB) IN 2010

ON 1ST MARCH 2010, THE GROUP ACQUIRED 100% OF THE
VOTING SHARES OF GRYCKSBO PAPER HOLDING AB SEATED IN
GRYCKSBO, SWEDEN, A NON-LISTED COMPANY. GRYCKSBO
PAPER HOLDING AB 1S THE OWNER OF 100% OF THE VOTING
SHARES OF PAPER MILL GRYCKSBO PAPER AB, THE PARENT
DEUTSCHLAND GMBH,

COMPANY OF GRYCKSBO PAPER

GRYCKSBO PAPER UK LTD AND GRYCKSBO PAPER FRANCE EURL,
WHICH OPERATE AS SALES OFFICES. THOSE ENTITIES, TOGETHER
WITH ARCTIC PAPER INVESTMENT AB, FORM THE GRYCKSBO
GROUP. AS A RESULT OF THE FINAL ACCOUNTING AS ON 31ST
DECEMBER 2010, THE GROUP RECORDED A GAIN FROM A
BARGAIN PURCHASE IN THE AMOUNT OF PLN 77,555 THOUSAND
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WHICH WAS INCLUDED IN THE CONSOLIDATED INCOME

STATEMENT FOR THE YEAR ENDED 31ST DECEMBER 2010 IN

OTHER OPERATING INCOME.

23.2. FOUNDING OF ARCTIC PAPER MUNKEDALS KRAFT AB

IN OCTOBER 2011 ARCTIC PAPER MUNKEDALS KRAFT WITH THE
REGISTERED OFFICE IN MUNKDEDALS, SWEDEN,

50 THOUSAND SHARES WITH A NOMINAL VALUE OF SEK 1 EACH.

HAS BEEN
ARcCTIC PAPER MUNKEDALS KRAFT AB WAS ESTABLISHED FOR THE

PURPOSE OF WATER ENERGY PRODUCTION FOR MUNKEDALS MILL.

REGISTERED. THE SHARE CAPITAL OF THE COMPANY CONSISTS OF

23.3. DISSOLUTION OF SALES OFFICES FROM GRYCKSBO GROUP

IN 2011 TWO SALES COMPANIES BELONGING TO GRYCKSBO GROUP: GRYCKSBO PAPER UK LIMITED AND GRYCKSBO PAPER FRANCE URL
WERE DISSOLUTED.

23.4. INCORPORATION OF ARCTIC PAPER INVESTMENT AB

ON 12 FEBRUARY 2010 ARCTIC PAPER INVESTMENT AB WITH THE ALL THE SHARES WERE PAID FOR ON 27 JANUARY 2010 BY ARCTIC

REGISTERED OFFICE SWEDEN,
REGISTERED. THE SHARE CAPITAL OF THE COMPANY CONSISTS OF
100 THOUSAND SHARES WITH A NOMINAL VALUE OF SEK 1 EACH.

IN GOTEBORG, HAS BEEN

ON 21 DECEMBER 2010 ARCTIC PAPER INVESTMENT II AB wiTH
THE REGISTERED OFFICE IN GOTEBORG, SWEDEN, HAS BEEN

PAPER S.A. ARCTIC PAPER INVESTMENT AB WAS ESTABLISHED TO
FACILITATE THE GRYCKSBO PAPER HOLDING AB ACQUISITION
TRANSACTION.

23.5. INCORPORATION OF ARCTIC ENERGY SVERIGE AB

50 THOUSAND SHARES WITH A NOMINAL VALUE OF SEK 1 EACH.
IN 2011 THE ENTITY CHANGED NAME TO ARCTIC ENERGY SVERIGE

REGISTERED. THE SHARE CAPITAL OF THE COMPANY CONSISTS OF AB.
24. OTHER ASSETS

24.1. OTHER FINANCIAL ASSETS

- Other financial assets

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

Note (audited) (audited) (audited)

Loans granted 20000
Derivatives 39.3 1692 11917 1388
Guarantee deposits 791 916 949
Other - 3 11
Total 2482 12 836 22 348
- current 1692 7811 21197
- non-current 791 5024 1151
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24.2. OTHER NON - FINANCIAL ASSETS

_ Other non-financial assets

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Insurance costs 698 579 492
Leasing charges 103 124 163
Expenditures for the acquisition of Grycksbo - - 1919
Cogenaration certificates 1188 361 192
Prepayments for services 3980 3352 1564
Rental charges 1462 1363 1079
Receivables due from pension fund 1711 - -
Other 1772 1497 328
Total 10 859 7276 5737
- current 8708 6714 5853

- non-current 2151 564 584

25.

THE GROUP
IMPAIRMENT TEST OF TANGIBLE AND INTANGIBLE ASSETS IN THE

As ON 31ST DECEMBER 2011 PERFORMED

PAPER MILL ARCTIC PAPER MOCHENWANGEN.

THE PERFORMANCE OF THE TEST IN ARCTIC PAPER
MOCHENWANGEN WAS CONNECTED WITH ACHIEVING BY THE
MILL A LOWER RESULT THAN EXPECTED BY THE MANAGEMENT OF
THE GROUP. THIS WAS INFLUENCED BY MARKET CONDITIONS

SUCH AS INCREASE OF RAW MATERIALS PRICES, STRENGTHTENING

IMPAIRMENT TEST OF TANGIBLE AND INTANGIBLE ASSETS

FLOW PROJECTIONS IS 9.80% AND THE CASH FLOWS BEYOND THE
FIVE-YEAR PERIOD ARE EXTRAPOLATED USING A 1.0% GROWTH

RATE.
KEY ASSUMPTIONS USED IN VALUE IN USE CALCULATIONS

THE CALCULATION OF VALUE IN USE FOR ARCTIC PAPER
MOCHENWANGEN CASH-GENERATING UNIT IS MOST SENSITIVE
TO THE FOLLOWING FACTORS:

OF COMPETITION IN THE SEGMENT OF PAPER PRODUCED BY L DISCOUNT RATES
MOCHENWANGEN MILL. " INCREASE IN SALES PRICES
IN RESPECT OF THE ABOVE, A DECISION HAD BEEN MADE TO - INCREASE IN ENERGY PRICES
PERFORM A TEST ON IMPAIRMENT USING DISCOUNTED CASH

[ ] CURRENCY RISK

FLOWS METHOD. THE PERFORMED TEST RESULTED IN CREATING
AN ALLOWANCE ON THE GROUNDS OF IMPAIRMENT TO THE
AMOUNT OF PLN 11,021 THOUSAND (PLN 16,186 THOUSAND IN
2010, PLN 0 IN 2009). THE DESCRIPTION OF THE PROCESS AS
WELL AS KEY ASSUMPTIONS HAVE BEEN PRESENTED AS BELOW.

THE RECOVERABLE AMOUNT OF THE CASH-GENERATING UNIT
SELLING AP TECH,
DETERMINED BASED ON THE VALUE IN USE CALCULATION USING

L-PRINT AND PAMO PAPER HAS BEEN

CASH FLOW PROJECTIONS FROM FINANCIAL BUDGETS APPROVED
BY THE KEY MANAGEMENT COVERING A FIVE-YEAR PERIOD FROM
2012 - 2016. THE PRE-TAX DISCOUNT RATE APPLIED TO THE CASH

DISCOUNT RATE REPRESENTS THE ASSESSMENT MADE BY THE
MANAGEMENT OF THE RISKS SPECIFIC TO THE CASH-GENERATING
UNIT. THE DISCOUNT RATE IS USED BY THE MANAGEMENT TO
ASSESS THE OPERATING EFFICIENCY (RESULTS) AND FUTURE
INVESTMENT PROPOSITIONS. IN THE BUDGETED PERIOD THE
DISCOUNT RATE AMOUNTS TO 8.40%. THE DISCOUNT RATE WAS
DETERMINED USING THE WEIGHTED AVERAGE COST OF CAPITAL
(WACC).
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INCREASE IN RAW MATERIAL PRICES (PRIMARILY PRICES OF PULP) RESULTS FROM THE ASSUMPTIONS USED IN THE PROJECTIONS
- ASSESSMENTS OF CHANGE IN RAW MATERIALS PRICES ARE MADE APPROVED BY THE LOCAL MANAGEMENT OF ARCTIC PAPER
USING THE RATIOS PUBLISHED BASED ON THE DATA REGARDING MOCHENANGEN.

PULP PRICES. THE MAIN SOURCE OF DATA USED AS A BASE FOR

ASSUMPTIONS IS INTERNET SITE: WWW.FOEX.FI. IT SHOULD BE

MENTIONED THAT PULP PRICES ARE FEATURED WITH HIGH CURRENCY RISK - THE RISK RELATES TO THE PURCHASE COST OF

VOLITALITY. RAW MATERIALS USED FOR PRODUCTION OF PAPER, IN
PARTICULAR TO THE PURCHASE OF PULP WHERE COSTS ARE

INCREASE IN ENERGY PRICES - INCREASE IN ENERGY PRICES, IN INCURRED MAINLY IN USD. IN PROJECTED PERIOD THE USD/EUR

PARTICULAR COAL WHICH IS A BASIC SOURCE OF THE ENERGY,
EXCHANGE RATE WAS SET AT THE LEVEL OF 0.7194.

BELOW TABLE PRESENTS MAIN ASSUMPTIONS USED IN CALCULATION OF VALUE IN USE:

General assumption 2011 2010
Forecast based on years 2012-2016 2011-2015
Income tax rate 27.4% 27.4%
Pre-tax discount rate 9.8% 10.32%
Weighted average cost of capital 8.4% 8.1%
Growth in residual period 1.0% 1.6%

THE FOLLOWING TABLE PRESENTS THE IMPAIRMENT LOSS RECOGNIZED AS ON 31ST DECEMBER 2011:

Historical vaue as Vaule in use as
at 31.12.2011 at 31.12.2011

Tangible assets, therein: 59 371 48 349
- land 15278 15278
- buildings 1223 912
- machinery and equipment 40 565 29 854
- assets under construction 2306 2 306
Intangible assets 8 562 8 562
Working capital 17 031 17 031
Cash and equivalents 2827 2827
Total value 87 790 76 769
Impairment recognized in Profit and loss in 2011 11021

THE TABLE BELOW PRESENT THE CHANGES IN IMPAIRMENT LOSS DEPENDENT ON CHANGES OF PARTICULAR PARAMETERS ADOPTED FOR
TESTING:
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Increase in Effect on
basis points impairment
Parameters

Weighted average cost of capital
Growth in residual period

Sales volume in first year
Sales prices in first year

Weighted average cost of capital
Growth in residual period

Sales volume in first year
Sales prices in first year

THE IMPAIRMENT LOSS AMOUNTING TO PLN 11,021 THOUSAND
WAS RECOGNIZED IN CONSOLIDATED INCOME STATEMENT FOR
THE YEAR ENDED 31ST DECEMBER 2011 IN THE POSITION COST OF
SALES.

THE IMPAIRMENT LOSS AMOUNTING TO PLN 16,186 THOUSAND
WAS RECOGNIZED IN CONSOLIDATED INCOME STATEMENT FOR
THE YEAR ENDED 31ST DECEMBER 2010 IN THE POSITION COST
OF SALES.

+0,1 p.p. (1121)
+0,1p.p. 815
+0,1% 2186
+0,1% 3518
-0,1p.p. 1152
-0,1p.p. (794)

-0,1% (2 186)

-0,1% (3518)

THE COMPANY PERFORMED A TEST FOR IMPAIRMENT IN AP
GRYCKSBO AS ON 31ST DECEMBER 2011 REGARDING PROPERTY,
PLANT AND EQUIPMENT AS WELL AS INTANGIBLES.

As A RESULT OF AN ANALYSIS PERFORMED, NO NEED FOR
ALLOWANCE ON THE GROUNDS OF IMPAIRMENT WAS CONFIRMED
AS ON 31ST DECEMBER 2011.

THE TABLE BELOW PRESENTS MAIN ASSUMPTIONS USED IN
CALCULATION OF VALUE IN USE:

General assumption 2011 2010
Forecast based on years 2012-2016 2011-2015
Income tax rate 26.3% 26.3%
Pre-tax discount rate 8.4% 8.4%
Weighted average cost of capital 8.0% 8.0%
Growth in residual period 1.0% 1.0%

THE BELOW TABLE PRESENTS SENSITIVITY OF VALUE IN USE DEPENDENT ON CHANGES OF PARTICULAR PARAMETERS ADOPTED FOR

TESTING:
Increasein  Effect on value in
basis points use
Parameters
Weighted average cost of capital +0,1p.p. (11352)
Growth in residual period +0,1p.p. 9113
Weighted average cost of capital -0,1 p.p. 11681
Growth in residual period -0,1p.p. (8 856)

26. EMPLOYEES BENEFITS

26.1. EMPLOYEE SHARE INCENTIVE PLAN

Arctic Paper S.A. Capital Group M

Page 57 of 98




148

Historical consolidated financial information for the year ended 31st December 2011

PLN thousand

ON 30TH JuLy 2009 THE EXTRAORDINARY GENERAL
SHAREHOLDERS’ MEETING ADOPTED RESOLUTION NUMBER 4 ON
APPROVING THE ASSUMPTIONS OF AN INCENTIVE PROGRAMME
FOR KEY MANAGERS, ISSUING SUBSCRIPTION WARRANTS,
ENTITLING THEM TO TAKE UP D SERIES SHARES EXCLUDING THE

PRE-EMPTIVE RIGHTS.

UNTIL 31ST DECEMBER 2011
REGARDING ACQUIRING THESE
DISPENSE 365 THOUSAND WARRANTS. UNTIL THE DATE OF

THERE WERE AGREEMENTS

WARRANTS EXECUTED TO
PREPARING OF THE CONSOLIDATED FINANCIAL STATEMENTS
NONE OF THE ENTITLED PERSONS HAS EXERCISED THE RIGHT TO
PAYABLE CONVERTION OF THE WARRANTS TO THE COMPANY’S
SHARES.

26.2. RETIREMENT AND OTHER POST-EMPLOYMENT BENEFITS

THE GROUP COMPANIES PROVIDE RETIREMENT BENEFITS TO
RETIRING EMPLOYEES IN ACCORDANCE WITH THE LABOUR CODE
IN POLAND APPLICABLE TO ARCTIC PAPER KOSTRZYN S.A. AND
AGREEMENTS WITH LABOUR UNIONS APPLICABLE TO ARCTIC
PAPER MUNKEDALS AB AND ARCTIC PAPER MOCHENWANGEN
GMmBH. ARcTIC PAPER KoOSTRzYN S.A. AND ARCTIC PAPER

THE GROUP RECOGNISES THESE PROVISIONS IN ACCORDANCE
WITH THE CORRIDOR METHOD. ACCORDING TO THIS METHOD,
ACTUARIAL GAINS OR LOSSES ARE ONLY RECOGNIZED IF, AT THE

GRYCKSBO AB ALSO OPERATE SOCIAL FUNDS FOR FUTURE
RETIREES.

AS A RESULT, BASED ON THE VALUATION MADE BY PROFESSIONAL
ACTUARIAL COMPANIES IN EACH COUNTRY, THE GROUP HAVE
CREATED A PROVISION FOR THESE FUTURE COMMITMENTS.

END OF THE PREVIOUS REPORTING PERIOD, THEY EXCEED 10% OF
THE PRESENT VALUE OF THE OBLIGATION.

NET PENSION COSTS FOR THE DEFINED BENEFIT PLANS ARE SUMMARIZED IN THE FOLLOWING TABLE:

_ Retirement and other post-employment benefits

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Current service cost 2212 2015 897
Interest on obligation 3336 2619 1082
Recognized actuarial gain or loss 289 229 78
Total pension cost for defined benefit plans 5837 4862 2 057

THE TABLE BELOW SUMMARISES THE AMOUNTS OF THE
PROVISION AND MOVEMENTS IN THE BENEFIT LIABILITY OVER THE
YEARS ENDING

31sT DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST
DECEMBER 2009. THE TABLE ALSO INCLUDES INFORMATION
ABOUT UNRECOGNIZED ACTUARIAL LOSSES AND TOTAL PENSION
OBLIGATIONS.
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I socia! benefit
Benefit plan in Benefit plan in Benefit plan in
Sweden (AP SA Benefit plan in Benefit plan in Poland Germany
branch office) Sweden (Munkedals)  Sweden (Grycksbo) (Kostrzyn)  (Mochenwangen) Total
Pension provison at 1 January 2011 - 13520 45147 4514 5445 68 626
Cost of employment during current period 1892 661 1170 236 146 4104
Interest costs - 870 1860 253 353 3336
Adjustment of unrecognized actuarial - - - - -
Actuarial gains or losses - 306 8) - 9) 289
Pensions paid - (183) (2168) (253) (155) (2758)
Foreign exchange diffrences - 1638 5471 0 625 7735
Pension provision at 31 December 2011 1892 16812 51472 4750 6406 81332
Unrecognized actuarial losses (+) and - 6863 (2713) 413 (579) 3984
Pension obligation at 31 December 2011 1892 23674 48 759 5163 5827 85316

THE VALUE OF UNRECOGNIZED ACTUARIAL LOSSES IN 2011 IN SWEDEN WAS INFLUENCED MAINLY BY THE CHANGE OF DISCOUNT RATE

VALUE USED IN CALCULATION OF THE PROVISION.

Benéfit plan in

Benefit plan in Benefit plan in  Benefit plan in Poland Germany
Sweden (Munkedals) Sweden (Grycksbo) (Kostrzyn) ~ (Mochenwangen) Total Total
Pension provison at 1 January 2010 10803 44518 4252 5378 64 951 64 951
Cost of employment during current period 747 858 287 123 2015 2015
Interest costs 714 1340 263 301 2619 2619
Acquisition of subsidiaries - - - - -
Actuarial gains or losses 258 - 9 (38) 229 229
Pensions paid (123) (1570) (297) (123) (2112) (2112)
Foreign exchange diffrences 1121 - - (196) 925 925
Pension provision at 31 December 2010 13520 45147 4514 5445 68 626 68 626
Unrecognized actuarial losses (+) and gains (-) 6110 (2426) 230 (725) 3189 3189
Pension obligation at 31 December 2010 19629 42721 4744 4720 71815 71815
* - VALUE AS ON THE DATE ACQUISITION (THE ACQUISITION OF THE COMPANY OCCURRED ON 1ST MARCH 2010)
Benefit plan in Benefit plan in
Benefit plan in Poland Germany

Sweden (Munkedals) (Kostrzyn) (Mochenwangen) Total

Pension provison at 1 January 2009 9617 3811 5207 18 635
Cost of employment during current period 227 540 130 897
Interest costs 532 234 316 1082
Actuarial gains or losses 94 44 (61) 77
Pensions paid (108) (377) (121) (604)
Foreign exchange diffrences 437 - (93) 344
Pension provision at 31 December 2009 10803" 4252 5378 20433
Unrecognized actuarial losses (+) and gains (-) 5401 639 (1122) 4918
Pension obligation at 31 December 2009 16 204 4891 4 256 25 351
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BENEFIT OBLIGATIONS ARE PRESENTED BELOW:

26.3. REDUNDANCY PAYMENTS

27. INVENTORIES

Inventories

As at 31 December

Year ended Year ended Year ended
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
Discount rate (%
Plan in Sweden 3,8% 3,7% 3,9%
Plan in Poland 5,5% 5,5% 5,5%
Plan in Germany 5,0% 5,3% 5,3%
Future salary increases (%
Plan in Sweden 3,0% 3,0% 3,0%
Plan in Poland 3,0% 3,0% 3,0%
Plan in Germany - - -
Remaining time of duty (in years)
Plan in Sweden 15,3 14,6 16,7
Plan in Poland 15,5 15,5 13,4
Plan in Germany 13,6 13,9 14,4

As ON 31ST DECEMBER 2011, THE GROUP HAS NOT RECOGNIZED A PROVISION ON REDUNDANCY PAYMENTS.

As at 31 December

THE PRINCIPAL ASSUMPTIONS USED BY THE ACTUARIES, IN THE PARTICULAR BALANCE SHEET DATES, IN DETERMINING THE RETIREMENT

DURING 2008 A REDUNDANCY PROGRAM WAS INITIATED IN ARCTIC PAPER MUNKEDALS AB. THE PROGRAM CONSISTED OF AN OFFER OF
EARLY RETIREMENT FOR EMPLOYEES AGED 63 OR MORE. THE COST OF THE REDUNDANCY PROGRAM IN 2011 AMOUNTED TO PLN 1,210
THOUSAND. THE COST OF REDUNDANCY PROGRAM IN 2010 AMOUNTED TO PLN 899 THOUSAND. THE COST OF THE REDUNDANCY
PROGRAM IN 2009 AMOUNTED TO PLN 1,049 THOUSAND AND PLN 147 THOUSAND.

As at 31 December

2011 2010 2009
(audited) (audited) (audited)
Raw materials (at cost) 151683 138 685 79753
Work-in-progress (at cost of development) 9017 6 604 4721
Finished goods and goods for resale, of which:
At cost / cost of development 147 279 133 286 82775
At net realisable value 7128 12474 534
Prepayments for supplies 34 - -
Total inventories, at the lower of cost (or costs of development) and
net realisable value 315142 291048 167 783
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IN THE YEAR ENDED 31ST DECEMBER 2011, THE GROUP MADE A
WRITE-DOWN OF INVENTORY OF PLN 3,756 THOUSAND (2010:
PLN 2,091 THOUSAND, 2009: PLN 6,679 THOUSAND). IN 2011
WRITE-OFFS WERE NOT RELEASED (2010: PLN 981 THOUSAND,
2009: PLN 647 THOUSAND). THE CHANGE OF WRITE-DOWNS OF
INVENTORIES IS RECOGNIZED IN COST OF SALES IN THE INCOME
STATEMENT. THE WRITE-DOWN RECOGNIZED RELATED TO
FINISHED GOODS AND RAW MATERIALS, SLOW-MOVING AND
BURDENED WITH THE RISK OF BEING IMPAIRED, UNSOLD OR

UNUSABLE FOR OWN NEED.

28. TRADE AND OTHER RECIVABLES

- Trade and other receivables

IN THE FINANCIAL YEARS ENDED 31ST DECEMBER 2011, 31ST
DECEMBER 2010 AND 31ST DECEMBER 2009, THE GROUP HAD A
PLEDGE ON ALL TANGIBLE ASSETS AMOUNTING TO SEK 600,000
THOUSAND, PLN 171,600 THOUSAND, EUR 20,000 THOUSAND,
AND PLN 221,200 THOUSAND, PART OF WHICH WAS INVENTORY.

As ON 31ST DECEMBER 2011 INVENTORIES OF FINISHED GOODS
IN THE AMOUNT OF PLN 7,128 THOUSAND WERE STATED AT NET
REALIZABLE VALUE (AS ON 31ST DECEMBER 2010: PLN 12,474
THOUSAND, 2009: PLN 534 THOUSAND).

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audtied) (audtied) (audtied)

Trade receivables 254 331 228993 203 082
Budget receivables - VAT receivables 23 342 26 826 17 125
Other receivables from third parties 5127 3814 2454
Other receivables from related parties 11652 9815 9337
Total receivables, net 294 452 269 448 231998
Doubtful debts allowance 21653 22122 22492
Total receivables, gross 316 105 291570 254 490

FOR TERMS AND CONDITIONS RELATING TO RELATED PARTY
TRANSACTIONS, REFER TO NOTE 36.

TRADE RECEIVABLES ARE NON-INTEREST BEARING AND ARE
USUALLY DUE WITHIN 30-90 DAYS.

THE GROUP HAS A POLICY TO SELL ONLY TO CUSTOMERS WHO
HAVE UNDERGONE AN APPROPRIATE CREDIT VERIFICATION
PROCEDURE.

MOVEMENTS IN THE PROVISION FOR IMPAIRMENT OF RECEIVABLES

THANKS TO THAT, AS MANAGEMENT BELIEVES, THERE IS NO
ADDITIONAL CREDIT RISK THAT WOULD EXCEED THE DOUBTFUL
DEBTS ALLOWANCE RECOGNISED FOR TRADE RECEIVABLES OF THE
GROUP.

As ON 31ST DECEMBER 2011 TRADE RECEIVABLES AMOUNTING TO
PLN 21,653 THOUSAND (AS ON 31ST DECEMBER 2010: PLN
22,122 THOUSAND; AS AT 31 DECEMBER 2009: PLN 22,492
THOUSAND) WERE CONSIDERED IRRECOVERABLE, IMPAIRED AND
FULLY PROVIDED FOR.

WERE AS FOLLOWS:
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_ Movements in provision for impairment of receivables

Year ended Year ended Year ended

31 December 2011 31 December 2010 31 December 2009

(audtied) (audtied) (audtied)

Provision for bad debts as at 1 January 22122 22492 6 757
Charge for the year 1497 2708 19077
Utilisation (633) (1610) (183)
Unused amounts reversed (1807) (1771) (3202)
Result on translation of foreign entities 474 302 43
Provision for bad debts as at 31 December 21653 22122 22492

THE TABLE BELOW PRESENTS THE ANALYSIS OF TRADE RECEIVABLES WHICH AS ON 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST
DECEMBER 2009 WERE PAST DUE BUT NOT CONSIDERED IRRECOVERABLE:

Neither past due nor
Total

Past due but nor impaired

impaired
<30 days 30 - 60 days 60 - 90 days 90 - 120 days >120 days
As at 31 December 2011 254 331 213802 32280 3591 569 524 3564
As at 31 December 2010 228993 191 110 30649 3225 567 641 2801
As at 31 December 2009 203 082 182 105 14 375 3001 779 469 2353

IN THE SECTION OF ‘>120 DAYS’ THE VAST MAJORITY IS CONSTITUTED BY RECEIVABLES OF ARCTIC PAPER MUNKEDALS AB AMOUNTING TO
PLN 3,074 THOUSAND. THOSE RECEIVABLES HAVE NOT BEEN IMPAIRED BECAUSE, IN LONG-TERM PERSPECTIVE’'S ASSESSMENT OF THE

MANAGEMENT, THE RECEIVABLES ARE RECOVERABLE.

290. CASH AND CASH EQUIVALENTS

CASH AT BANK EARNS INTEREST AT FLOATING RATES BASED ON
DAILY BANK DEPOSIT RATES. SHORT-TERM DEPOSITS ARE MADE
FOR VARYING PERIODS OF BETWEEN ONE DAY AND THREE MONTH
DEPENDING ON THE IMMEDIATE CASH REQUIREMENTS OF THE
GROUP AND EARNED INTEREST AT THE RESPECTIVE SHORT-TERM
DEPOSIT RATES. THE FAIR VALUE OF CASH AND CASH
EQUIVALENTS AS ON 31ST DECEMBER 2011 AMOUNTED TO PLN
166,209 THOUSAND (31ST DECEMBER 2010: PLN 179,402

THOUSAND, 31 DECEMBER 2009: PLN 140,115 THOUSAND).

As ON 31ST DECEMBER 2011, THE GROUP HAD UN-DRAWN
COMMITTED BORROWING FACILITIES IN THE AMOUNT OF PLN
36,735 THOUSAND (AS ON 31ST DECEMBER 2010: PLN 30,809
THOUSAND, AS ON 31ST DECEMBER 2009: PLN 0).

As ON 31ST DECEMBER 2011 THE GROUP HAD AN OVERDRAFT IN
THE AMOUNT OF PLN 33,069 THOUSAND (AS ON 31ST DECEMBER
2010: PLN 41,260 THOUSAND, AS ON 31ST DECEMBER 20009:
PLN o).

BALANCE OF CASH AND CASH EQUIVALENTS DISCLOSED IN THE CASH FLOW STATEMENT CONSISTED OF THE FOLLOWING:

Cash and cash equivalents

As at 31 December

As at 31 December As at 31 December

2011 2010 2009

(audited) (audited) (audited)

Cash at bank and in hand 166 299 179 073 139 879
Short-term deposits - 329 235
Total 166 299 179 402 140 114
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30. SHARE CAPITAL AND RESERVE/OTHER CAPITAL
30.1. SHARE CAPITAL
ON 28TH JuNE 2012, THE COMPANY’S ORDINARY SHARE CAPITAL IS PURPOSED TO ADJUST THE FACE VALUE OF

SHAREHOLDERS MEETING ADOPTED A RESOLUTION REGARDING
DECREASING THE SHARE CAPITAL OF THE COMPANY BY THE
AMOUNT OF PLN 498,631,500 THAT IS FROM THE AMOUNT OF
PLN 554,035,000 TO THE AMOUNT OF PLN 55,403,500 BY
DECREASING THE NOMINAL VALUE OF EACH SHARE BY THE
AMOUNT PLN 9.00 THAT IS FROM THE AMOUNT OF PLN 10.00 TO
THE AMOUNT OF PLN 1.00. THE AMOUNT OF THE DECREASE SHALL
BE ASSIGNED TO THE COMPANY’S SUPPLEMENTARY CAPITAL
WITHOUT PAYMENT TO SHAREHOLDERS. THE DECREASE OF THE

Equity securities

SHARES TO THE ONE THAT WOULD ALLOW FOR INCREASE OF THE
CAPITAL AND ISSUE OF NEW SHARES(CURRENT REPORT 12/2012).
UNTIL THE DAY OF THE HEREBY REPORT, THE DECREASE OF SHARE
CAPITAL HAS NOT BEEN RECORDED IN NATIONAL COURT
REGISTER.

BECASE OF THAT, THE CONSOLIDATED DATA INCLUDED IN THE
HEREBY REPORT DO NOT TAKE INTO ACCOUNT THE

CONSEQUENCES OF THE AFOREMENTIONED RESOLUTION.

As at As at As at
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
‘A’ class ordinary shares of PLN 10 each 500 500 500
‘B’ class ordinary shares of PLN 10 each 442 535 442 535 442 535
'C’ class ordinary shares of PLN 10 each 81 000 81000 81000
'E class ordinary shares of PLN 10 each 30 000 30 000 -
554 035 554 035 524 035
Date of registration of

capital increase Volume Valuein PLN

Ordinary shares issued and fully covered
Issued on 30 April 2008 2008-05-28 50 000 500 000
Issued on 12 September 2008 2008-09-12 44 253 468 442 534 679
Issued on 20 April 2009 2009-06-01 32 321
Issued on 30 July 2009 2009-11-12 8100 000 81000 000
Issued on 01 March 2010 2010-03-17 3000 000 30 000 000
As at 31 December 2011 (audited) 55403 500 554 035 000

30.1.1. NOMINAL VALUE OF SHARES

ALL ISSUED SHARES HAVE A NOMINAL VALUE OF PLN 10 AND HAVE BEEN FULLY PAID.

30.1.2. SHAREHOLDERS RIGHTS

ALL SERIES SHARES GIVE RIGHT TO ONE VOTE PER SHARE. THERE ARE NO SHARES WITH PREFERENCES RELATING TO DISTRIBUTION OF

DIVIDENDS OR REPAYMENT OF CAPITAL.
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30.1.3. SHAREHOLDERS WITH SIGNIFICANT SHAREHOLDING

_ Shareholders with significant shareholding

As at As at As at
31 December 2011 31 December 20010 31 December 2009
(audited) (audited) (audited)
Trebruk AB

Share in equity 74,80% 75,00% 79,30%
Share in votes 74,80% 75,00% 79,30%

Other shareholders
Share in equity 25,20% 25,00% 20,70%
Sharein votes 25,20% 25,00% 20,70%

30.2. FOREIGN CURRENCY TRANSLATION RESERVE

THE FOREIGN CURRENCY TRANSLATION RESERVE IS ADJUSTED WITH THE EXCHANGE DIFFERENCES ARISING FROM TRANSLATION OF THE
FINANCIAL STATEMENTS OF FOREIGN SUBSIDIARIES.

30.3. SUPPLEMENTARY CAPITAL

SUPPLEMENTARY CAPITAL WAS CREATED FROM THE EXCESS OF 396 (8% OF PRFIT FOR THE GIVEN FINANCIAL YEAR).
EMISSION VALUE ABOVE THE NOMINAL VALUE IN 2009 IN THE
AMOUNT OF PLN 40,500 THOUSAND, LESS COST OF ISSUE
RECOGNIZED AS A REDUCTION OF SUPPLEMENTARY CAPITAL IN

IN 2011 A SUPPLEMENTARY CAPITAL WAS CREATED TO COVER LOSS
IN THE AMOUNT OF PLN 7,771 THOUSAND AS A RESULT OF
DIVIDING THE FINANCIAL RESULT OF ARCTIC PAPER S.A. IN
COMPLIANCE WITH CODE OF COMMERCIAL COMPANIES ARTICLE
IN 2010 THE SUPPLEMENTARY CAPITAL WAS INCREASED BY PLN 396 (8% OF PRFIT FOR THE GIVEN FINANCIAL YEAR).
27,570 THOUSAND RESULTING FROM THE EXCESS OF EMISSION

THE AMOUNT OF PLN 4,515 THOUSAND PLN.

As ON 31ST DECEMBER 2011 THE TOTAL VALUE OF THE GROUP’S
SUPPLEMENTARY CAPITAL IS PLN 80,060 THOUSAND (31ST
DECEMBER 2010: PLN 72,289 THOUSAND, 31 DECEMBER 20009:
IN 2010 A SUPPLEMENTARY CAPITAL WAS CREATED TO COVER PLN 35,985 THOUSAND).

LOSS IN THE AMOUNT OF PLN 8,734 THOUSAND AS A RESULT OF

DIVIDING THE FINANCIAL RESULT OF ARCTIC PAPER S.A. IN

COMPLIANCE WITH CODE OF COMMERCIAL COMPANIES ARTICLE

VALUE ABOVE THE NOMINAL VALUE REGARDING THE ISSUE OF
SERIES E SHARES.

30.4. OTHER RESERVE CAPITAL

OTHER RESERVE CAPITAL CONSIST OF THE CAPITAL FROM THE VALUATION OF HEDGES AND FROM THE DISTRIBUTION OF PROFITS. THE
GROUP STARTED USING HEDGING TRANSACTIONS IN THE YEAR 2009.

THE FOLLOWING TABLE SHOWS CHANGES IN OTHER RESERVE CAPITAL IN THE YEAR ENDED 31ST DECEMBER 2011, 31ST DECEMBER 2010
AND 31ST DECEMBER 2009, AS WELL AS COMPARATIVES:
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_ Other reserves

As at As at As at

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Other reserves at the beginning of the reporting period 40131 1388 9876
Changes in cash flow hedges

Valuation of financial instruments, therein: (25 515) 10679 1874

- FX forward 2152 (2 154) 104

- Forward for electricity (27 667) 12 833 1770

Deferred tax, therein: 6 868 (2 851) (485)

- FX forward (408) 526 (20)

- Forward for electricity 7276 (3377) (465)

Other changes

Currency translation differences - - -

Distribution of profits 89 364 30914 -

Derecognition of deffered tax asset originally - - (9876)

Other reserves at the end of the reporting period 110 849 40131 1388

30.5. RETAINED EARNINGS AND LIMITS TO ITS DISTRIBUTION

RETAINED EARNINGS IN CONSOLIDATED FINANCIAL STATEMENTS
MAY INCLUDE AMOUNTS THAT ARE NOT SUBJECT TO DISTRIBUTION
LE. CANNOT BE DISTRIBUTED IN THE FORM OF DIVIDEND.
STATUTORY FINANCIAL STATEMENTS OF GROUP SUBSIDIARIES ARE
PREPARED IN ACCORDANCE WITH LOCAL NATIONAL ACCOUNTING
STANDARDS (EXCEPT OF ARCTIC PAPER KOSTRzYN S.A.) AND
COMPANIES’ ARTICLES OF ASSOCIATION. DIVIDENDS MAY BE
DISTRIBUTED TO THE PARENT COMPANY BASED ON THE NET
PROFITS IN THE LOCAL FINANCIAL STATEMENTS PREPARED FOR
STATUTORY PURPOSES. SUCH LOCAL DEFINITION OF RETAINED
EARNINGS AVAILABLE FOR DISTRIBUTION ARE VERY OFTEN
DIFFERENT FROM THE DEFINITION OF RETAINED EARNINGS IN
ACCORDANCE WITH IFRS, WHICH CAN BE ONE FACTOR OF
LIMITATION OF PROFIT DISTRIBUTION. FOR EXAMPLE, LOCAL
LEGAL REGULATIONS OFTEN REQUIRE CERTAIN RESERVE CAPITAL
TO BE CREATED FROM PROFITS FOR POSSIBLE FUTURE LOSSES.
DIFFERENT ACCOUNTING POLICIES MIGHT ALSO CREATE
DIFFERENT RESULTS BETWEEN STATUTORY LOCAL ACCOUNTS AND

ACCOUNTS FOR CONSOLIDATION PURPOSES.

DIVIDENDS MAY BE DISTRIBUTED BASED ON THE NET PROFIT
REPORTED IN THE SEPARATE ANNUAL FINANCIAL STATEMENTS OF

ARCTIC PAPER S.A. PREPARED FOR STATUTORY PURPOSES.

IN ACCORDANCE WITH THE PROVISIONS OF THE CODE OF
COMMERCIAL COMPANIES, THE PARENT COMPANY IS REQUIRED
TO CREATE RESERVE CAPITAL FOR POSSIBLE LOSSES.
TRANSFERRED TO THIS CAPITAL CATEGORY IS 8% OF PROFIT FOR
THE GIVEN FINANCIAL YEAR RECOGNISED IN THE SEPARATE
FINANCIAL STATEMENTS OF THE PARENT COMPANY UNTIL SUCH
TIME AS THE BALANCE OF THE RESERVE CAPITAL REACHES AT
LEAST ONE THIRD OF THE SHARE CAPITAL OF THE PARENT
COMPANY. APPROPRIATION OF THE RESERVE CAPITAL AND OTHER
RESERVES DEPENDS ON THE DECISION OF THE GENERAL MEETING
OF SHAREHOLDERS; HOWEVER, THE RESERVE CAPITAL IN THE
AMOUNT OF ONE THIRD OF THE SHARE CAPITAL MAY BE USED
SOLELY FOR THE ABSORPTION OF LOSSES REPORTED IN THE
STANDALONE FINANCIAL STATEMENTS OF THE PARENT COMPANY

AND SHALL NOT BE USED FOR ANY OTHER PURPOSE.

RETAINED EARNINGS/ACCUMULATED LOSSES PRESENTED IN THE
BALANCE SHEET AS ON 31ST DECEMBER 2011 CONSIST OF THE
FOLLOWING ITEMS:

A) ACCUMULATED LOSSES IN THE AMOUNT OF PLN -
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10,358 THOUSAND. AMOUNT OF PLN 97,135 THOUSAND,

B) CONSOLIDATED PROFIT FOR THE YEAR 2010 IN THE D) CONSOLIDATED PROFIT FOR 2011 IN THE AMOUNT OF
AMOUNT OF PLN 28,816 THOUSAND, PLN 12,066 THOUSAND.

c) DIVISION OF STANDALONE PROFIT FOR 2009 IN THE As ON 31ST DECEMBER 2011 THERE ARE NO OTHER LIMITATIONS
AMOUNT OF PLN 39,648 THOUSAND AND FOR 2010 IN THE CONCERNING THE PAYOUT OF THE DIVIDEND.

30.6. NON-CONTROLLING INTERESTS

I \on-controlling interest

As at As at As at

31 December 31 December 2010 31 December 2009

(audited) (audited) (audited)

At the beginning of the period 225 225 225
Dividends paid by subsidiaries - - -
Acquisition of acompany - - -
Changes in the shareholding structure of subsidiar - - -
Shares in subsidiaries' net profit or loss - - -
At the end of the period 225 225 225

31. INTEREST-BEARING LOANS, BORROWINGS AND BONDS

_ Interest-bearing loans and borrowings

As at As at As at
31 December 2011 31 December 2010 31 December 2009
Current liabilities Maturity (audited) (audited) (audited)
Other financial liabilities
Obligations under finance leases and hire purchase contracts till 31-12-2012 7987 7913 5195
Factoring in SEK in SHB 46 507 2606 1368
Factoring in EURin GE capital 1378 - -
Derivatives 4292 - -
Other liabilities 31-12-2012 219 575 -
Interest-bearing loans, borrowings and bonds:
BRE Bank bonds till 31-12-2012 6200 68723 -
PLN bank overdraft in Bank Polska Kasa Opieki S.A. 20749 41260 -
PLN bank loan in Bank Polska Kasa Opieki S.A. (current part) till 31-12-2012 13711 28716 1401
SEK bank loan in Bank Polska Kasa Opieki S.A. (current part) - 1562 1415
EUR bank loan in Bank Polska Kasa Opieki S.A. (current part) till 31-12-2012 14 263 88 458 14 033
SEK bank loan in Bank Svenska Handelsbanken - 22075 -
EUR bank loan in Bank HypoVereinsbank - 9525 -
SEK bank overdraft in SHB 12320 -
SEK bank loan in Accent Equity - 31792 -
Total current financial liabilities 127 625 303 205 23412
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As at As at As at
31 December 2011 31 December 2010 31 December 2009
Non-current Maturity (audited) (audited) (audited)
Other financial liabilities
Obligations under finance leases and hire purchase contracts 15-01-2015 41 541 43681 10 965
Derivatives 2736 - -
Interest-bearing loans, borrowings and bonds:
BRE Bank bonds 25-02-2013 199 814 119 571 -
PLN bank loan in Bank Polska Kasa Opieki S.A. (current part) 23-10-2014 17 754 10210 38676
SEK bank loan in Bank Polska Kasa Opieki S.A. (current part) - - 10 083 10 540
EUR bank loan in Bank Polska Kasa Opieki S.A. (current part) 23-10-2014 99 694 52 841 145429
SEK bank loan in Bank Svenska Handelsbanken - - - -
EUR bank loan in Bank HypoVereinsbank 30-03-2011 - - 9464
SEK bank loan in Accent Equity - - - -
Total non-current financial liabilities 361540 236 386 215074
31.1. LOANS AND BORROWINGS
ON 23RD OCTOBER 2008 ARCTIC PAPER S.A., ARCTIC PAPER ] BANK LOAN FROM BANK PoLsKkA KASA OPIEKI S.A. -

KosTrRzyN S.A., ArRcTIC PAPER MUNKEDALS AB AND ARCTIC
PAPER INVESTMENT GMBH ENTERED INTO A FACILITY AGREEMENT
WITH BANK POLSKA OPIEKI CONSISTING OF THREE TRANCHES:

] SEK 300,000 THOUSAND; REPAYMENT IN 2009 AS A
RESULT OF AN INITIAL PuBLIC OFFERING,

] EUR 10,000 THOUSAND TO BE REPAID IN EQUAL
INSTALMENTS OVER 5 YEARS;

] PLN 196,400 THOUSAND OF WHICH PLN 85,800 ARE
TO BE REPAID BY INSTALMENTS OVER 6 YEARS AND PLN 110,600
THOUSAND TO BE REPAID ON TERMINATION IN 3 YEARS.

THE PURPOSE OF THE LOANS HAS BEEN TO: REPAY SEK 300,000
THOUSAND PROMISSORY NOTES FOR THE ACQUISITION OF
ARCTIC PAPER MUNKEDALS AB AND ARCTIC PAPER SALES
OFFICES; EUR 10,000 THOUSAND WAS DISTRIBUTED TO PARTLY
FINANCE THE ACQUISITION OF MOCHENWANGEN PAPIER GMBH;
PLN 196,400 THOUSAND FOR REFINANCING OF EXISTING DEBT
AND PROVIDING WORKING CAPITAL FOR THE ARCTIC PAPER S.A.
GROUP FURTHER ACTIVITIES.

As A COLLATERAL FOR THE REPAYMENT OF THE LOAN TO BANK
PoLska Kasa OpIEkI S.A. THE COMPANY HAS PLEDGE ON ALL
BANK ACCOUNTS AS WELL AS PLEDGE OF SHARES OF ARCTIC
PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS AND ARCTIC PAPER
INVESTMENT GMBH.

INTEREST OF LOANS AND BORROWINGS HAD BY THE GROUP AS
ON 31ST DECEMBER 2011 WAS AS FOLLOWS:

BASE RATE EURIBOR INCREASED BY BANK MARGIN, WHICH
DEPENDS ON NET DEBT IN RELATION TO EBITDA FOR SPECIFIED
PERIOD (DEPENDABLE FROM TRANCHE AND CURRENCY OF THE
LOAN),

[] CREDIT IN THE CURRENT ACCOUNT IN SVENSKA
HANDELSBANKEN — INTEREST RATE 6.85%, DOES NOT DEPEND

ON FINANCIAL INDICATORS.

DURING TWELVE MONTHS PERIOD ENDED ON 31ST DECEMBER
2011 THE GROUP REPAID THE CREDITS AND LOANS IN THE
AMOUNT OF PLN 126,336 THOUSAND.

THE REPAYMENTS WERE MOSTLY RELATED TO SETTLEMENT OF A
CREDIT FROM BANK PoLskA KAsA OPIEKI S.A. IN AMOUNT OF
PLN 60,183 THOUSAND (TRANCHES IN PLN, EUR, SEK), CREDIT
FROM SVENSKA HANDELSBANKEN BANK IN AMOUNT OF PLN
22,804 THOUSAND (TRANCHES IN SEK), LOAN FROM ACCENT
EQUITY IN THE AMOUNT OF PLN 33,088 THOUSAND (TRANCHES
IN SEK), LoAN FROM HVB IN THE AMOUNT OF PLN 10,011
THOUSAND (TRANCHES IN EUR.

ON 15TH FEBRUARY 2011 THE SUBSIDIARY OF ARCTIC PAPER S.A.
- ARCTIC PAPER MUNKEDALS AB -
PoLska Kasa OPIEKI S.A.
AGREEMENT DATED 23RD OCTOBER 2008 (WITH SUBSEQUENT
AMENDMENTS) (“FACILITY AGREEMENT”).

REPAID ITS DEBT TO BANK
UTILIZED UNDER THE FACILITY

DUE TO THE REPAYMENT OF THE DEBT TO BANK POLSKA KASA
OPIEKI S.A. ARCTIC PAPER MUNKEDALS AB WAS RELEASED FROM
ANY OBLIGATIONS UNDER THE FACILITY AGREEMENT AND CEASED
TO BE PARTY OF THE FACILITY AGREEMENT.
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FUNDS FOR REPAYMENT OF THE DEBT TO BANK POLSKA KASA
OPIEKI S.A. WERE RAISED BY ARCTIC PAPER MUNKEDALS AB
FROM SVENSKA HANDELSBANKEN AB.

ON 30TH MARCH 2011, THE COMPANY AND ITS SUBSIDIARIES,
THAT IS ARCTIC PAPER KOSTRZYN, ARCTIC PAPER INVESTMENT
GmBH AND ARCTIC PAPER MOCHENWANGEN GMBH CONCLUDED
WITH THE BANK POLSKA KASA OPIEKI SA ANOTHER AMENDMENT
(THE "AMENDMENT") TO THE FACILITY AGREEMENT DATED 23RD
OcToBER 2008 ("FACILITY AGREEMENT”).
AMENDMENT, THE BANK PoLskA KASA OPIEKI SA AGREED TO
POSTPONE UNTIL 30TH MARCH 2012 THE FINAL REPAYMENT DATE
OF THE CURRENT ACCOUNT CREDIT OF UP TO PLN 50,000,000
(“THE FACILITY C”) GRANTED TO ARCTIC PAPER KOSTRzYN S.A.

UNDER THE

OTHER TERMS OF FACILITY C AND PROVISIONS OF FACILITY
AGREEMENT REMAINED UNCHANGED. THE COMPANY INFORMED
ABOUT THE TERMS OF THE FACILITY C IN THE CURRENT REPORT
NO. 30/2010 DATED 17TH JUNE 2010.

IN CONNECTION WITH THE EXTENSION OF FACILITY C REPAYMENT
DATE, THE VALIDITY FOR THE LOAN SECURITY, L.E. JOINT-CAPPED
MORTGAGE OF UP TO PLN 100 MILLION AND AUTHORIZATION TO
MANAGE BANK ACCOUNTS OF ARCTIC PAPER KOSTRZYN S.A. HELD
AT BANK PoLskA KAsA OPIEKI S.A. HAS BEEN MODIFIED
ACCORDINGLY.

FOLLOWING THE CONCLUSION OF THE AMENDMENT DATED 30TH
MARCH 2011, ARCTIC PAPER KOSTRZYN FURTHER SUBMITTED
ITSELF TO EXECUTION PURSUANT TO ARTICLE 777 § 1 ITEM 5 OF
THE CoDE OF CIVIL PROCEDURE UP TO THE AMOUNT OF PLN 100
MILLION FOR THE BENEFIT OF BANK POLSKA KASA OPIEKI S.A.

THERE ARE NO PROVISIONS CONCERNING CONTRACTUAL
PENALTIES IN THE ANNEX.

ON 19TH OCTOBER 2011 ARCTIC PAPER S.A. ("COMPANY") AND
ITS SUBSIDIARIES, THAT IS ARCTIC PAPER KOSTRZYN S.A, ARCTIC
PAPER MOCHENWANGEN GMBH, ARCTIC PAPER INVESTMENT
GMBH, CONCLUDED ANOTHER AMENDMENT WITH BANK POLSKA
KASA OPIEKI S.A. TO THE FACILITY AGREEMENT DATED ON 23RD
OCTOBER 2008 ("FACILITY AGREEMENT").

UNDER THE AMENDMENT, THE BANK PoLSKA KASA OPIEKI SA
AGREED TO POSTPONE UNTIL 31ST JANUARY 2013 THE FINAL
REPAYMENT DATE OF THE TERM LOAN OF TRANCHE B (“THE
FACILITY B”) oF up 1O PLN 104,862,803 AND THE CURRENT
ACCOUNT CREDIT OF UP TO PLN 50,000,000 (“THE FACILITY C”),
GRANTED TO ARCTIC PAPER KOSTRzYN S.A., ARCTIC PAPER
MOCHENWANGEN GMBH AND ARCTIC PAPER INVESTMENT GMBH.

IN THE SCOPE OF THE AMENDMENT QUARTERLY REPAYMENTS OF
FACILITY B HAVE BEEN ALSO AGREED TO 5 INSTALLMENTS IN THE

RANGE OF FROM PLN 2.2 MILLION TO PLN 3.8 MILLION EACH,
WHILE THE DUE DATE OF THE LAST INSTALLMENT SHALL BE 31ST
DECEMBER 2012. THE REST DUE AMOUNT OF THE FACILITY B THAT
1s PLN 90,800,000 SHALL BE REPAID UNTIL 31ST JANUARY 2013.

OTHER TERMS OF FACILITY B AND FACILITY C AS WELL AS THE
PROVISIONS OF FACILITY AGREEMENT REMAINED UNCHANGED.

IN CONNECTION WITH THE EXTENSION OF THE DUE TERM OF
REPAYMENT OF THE FACILITY B AND FACILITY C, THE PERIODS FOR
WHICH THE GUARANTEES FOR FACILITY B AND FAcILITY C HAD
BEEN ESTABLISHED, THAT IS

1. JOINT CAPPED MORTGAGES, EACH OF UP TO PLN 221,200,000,
ENSURING THE REPAYMENT OF THE FACILITY B BY THE COMPANY,
ARcTIC PAPER KosTRzYN S.A.  AND ARCTIC PAPER
MOCHENWANGEN GMBH;

2. JOINT CAPPED MORTGAGE OF UP TO PLN 100,000,000 PLN,
ENSURING THE REPAYMENT OF FACILITY C BY THE COMPANY;

HAVE BEEN EXTENDED ACCORDINGLY.

FOLLOWING THE CONCLUSION OF THE AMENDMENT, THE
COMPANY AND ARCTIC PAPER KOSTRZYN S.A. SUBMITTED
THEMSELVES TO EXECUTION PURSUANT TO ARTICLE 777 § 1 ITEM 5
OF THE CoDE OF CIVIL PROCEDURE FOR THE BENEFIT OF BANK
PoLskA Kasa OPIEKI S.A.

THERE ARE NO PROVISIONS CONCERNING CONTRACTUAL
PENALTIES IN THE ANNEX.

IN CONNECTION WITH CONCLUDING OF THE ANOTHER
AMENDMENT ON 19TH OCTOBER 2011 BY ARCTIC PAPER S.A.
("COMPANY") WITH ITS SUBSIDIARIES, THAT IS ARCTIC PAPER
KosTRzYN S.A., ARCTIC PAPER INVESTMENT GMBH AND ARCTIC
PAPER MOCHENWANGEN GMBH, WITH BANK POLSKA KAsA
OPIEKI S.A. TO THE FACILITY AGREEMENT DATED ON 23RD
OCTOBER 2008 ("FACILITY AGREEMENT"). T, ON 20TH OCTOBER
2011 ARCTIC PAPER KOSTRZYN S.A., ON THE BASIS OF A
STATEMENT OF A NOTARY ACT, CHANGED THE CONTENT OF:

1. JOINT CAPPED MORTGAGE UP TO PLN 221,000,000
ESTABLISHED FOR BANK PoLska Kasa Orpiexi S.A. TO
GUARANTEE THE REPAYMENT OF THE COMPANY’S LIABILITY FOR
BANK PoLskA KAsA OPIEKI SA ON THE GROUNDS OF FACILITY B
(AS STATED IN PARAGRAPH 19.1. OF THE HEREBY REPORT)
("MORTGAGE 1"), DISCLOSED IN LAND AND MORTGAGE REGISTER
GW1S/00025123/4, GW15/00026787/3,
GW1S/00005360/1 AND GW1S/00025698/5. THE CHANGE
CONSISTS IN DISCLOSING THE DATE OF 31ST JANUARY 2013 AS
THE DUE DATE OF FACILITY B;

UNDER NO

2. JOINT CAPPED MORTGAGE UP TO PLN 221,000,000
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ESTABLISHED FOR BANK PoLskA Kasa Opiexki S.A. TO
GUARANTEE THE REPAYMENT OF ARCTIC PAPER KOSTRzYN SA
LIABILITY FOR BANK POLSKA KASA OPIEKI SA ON THE GROUNDS
OF FACILITY B (AS STATED IN PARAGRAPH 19.1. OF THE HEREBY
REPORT) ("MORTGAGE 2"), DISCLOSED IN LAND AND MORTGAGE
REGISTER UNDER NO GW1S/00025123/4, GW15/00026787/3,
GW1S/00005360/1 AND GW1S/00025698/5. THE CHANGE
CONSISTS IN DISCLOSING THE DATE OF 31ST JANUARY 2013 AS
THE DUE DATE OF FACILITY B;

3. JOINT CAPPED MORTGAGE UP TO PLN 221,000,000
ESTABLISHED FOR BANK PoLskA Kasa Orpieki S.A. TO
GUARANTEE THE REPAYMENT OF ARCTIC PAPER MOCHENWANGEN
GMBH LIABILITY FOR BANK PoLskA KAsA OPIEKI SA ON THE
GROUNDS OF FACILITY B (AS STATED IN PARAGRAPH 19.1. OF THE
HEREBY REPORT) ("MORTGAGE 3"), DISCLOSED IN LAND AND
MORTGAGE  REGISTER UNDER NO GWi1S/00025123/4,
GW1S5/00026787/3, GW1S/00005360/1 AND
GW15/00025698/5. THE CHANGE CONSISTS IN DISCLOSING THE
DATE OF 31ST JANUARY 2013 AS THE DUE DATE OF FACILITY B;
AND

4. JOINT CAPPED MORTGAGE UP TO PLN 100.000.000
ESTABLISHED FOR BANK POLSKA KASA OPIEKI S.A. ("MORTGAGE
4") DISCLOSED IN LAND AND MORTGAGE REGISTER UNDER NO
GW1S/00025123/4, GW1S/00026787/3, GW1S/00005360/1

31.2. BoNbDs

IN THE 12-MONTH PERIOD ENDED 31ST DECEMBER 2011 THE
GROUP PERFORMED THE REDEMPTION OF ZERO-COUPON BONDS
SERIES 02/2010 IN THE AMOUNT OF PLN 66 MILLION.

ON 10TH FEBRUARY 2011 THE COUPON BONDS OF 1/2011 SERIES
WERE ISSUED. THE BONDS ARE UNSECURED BEARER BONDS WITH
PLN 100,000 FACE VALUE EACH. THE TOTAL NUMBER OF BONDS
ISSUED UNDER THE 1/2011 SERIES IS 800 WITH COMBINED FACE
VALUE OF PLN 80 MILLION. THE ISSUE PRICE OF EACH BOND IS
PLN 100,000. NET PROCEEDS FROM THE ISSUE AMOUNTING TO
PLN 80 MILLION WERE USED FOR RE-FINANCING OF THE
ISSUER’S DEBT.

ON 25TH FEBRUARY 2013 (,REDEMPTION DATE”) THE ISSUER,
ACTING THROUGH THE PAYMENT AGENT, WILL PAY THE PRINCIPAL
AMOUNT (FACE VALUE) OF EACH BOND. PAYMENTS FOR THE
BONDS WILL BE MADE TO BONDHOLDERS ENTERED IN THE
REGISTER AS OF THE RIGHTS ATTRIBUTION DATE. IF HOWEVER
THE REDEMPTION DATE 1S NOT A WORKING DAY, THE PRINCIPAL
AMOUNT WILL BE PAID ON THE FIRST WORKING DAY

AND GW15/00025698/5. THE
DISCLOSING THE DATE OF 31ST JANUARY 2013 AS THE DUE DATE
OF FaciLITY C.

CHANGE CONSISTS IN

MORTGAGE 1, MORTGAGE 2, MORTGAGE 3 AND MORTGAGE 4 ARE
HEREINAFTER REFERRED TO AS "MORTGAGES".

THE LAND AND MORTGAGE REGISTER NO GW15/00025123/4 1s
KEPT FOR REAL ESTATE OF ARCTIC PAPER KOSTRZYN S.A.
PROPERTY, WHEREAS THE LAND AND MORTGAGE REGISTERS NO
GW1S5/00026787/3, GW1S/00005360/1 AND
GW1S/00025698/5 ARE KEPT FOR REAL ESTATES OF ARCTIC
PAPER KOSTRZYN S.A. PERPETUAL USUFRUCT. MORTGAGE 1,
MORTGAGE 2 AND MORTGAGE 3 HAVE EQUAL HIGHEST PRIORITY,
WHEREAS MORTGAGE 4 IS RECORDED IN THE LAND AND
MORTGAGE REGISTER IN SECONDARY POSITION. THE REAL
ESTATES THAT HAVE BEEN ENCUMBERED WITH MORTGAGES ARE
LOCATED IN KOSTRZYN NAD ODRA AND SERVE FOR CONDUCTING
PRIMARY BUSINESS ACTIVITY OF ARCTIC PAPER KOSTRZYN S.A.
THE RECORDED VALUE IN THE LAND AND MORTGAGES REGISTER
OF THE ARCTIC PAPER KOSTRZYN S.A. REAL ESTATES THAT HAVE
BEEN ENCUMBERED WITH MORTGAGES AMOUNTS TO PLN
110,635,000.

THE OTHER CHANGES IN VALUE OF LOANS AND BORROWINGS AS
ON 31ST DECEMBER 2011, COMPARED TO 31ST DECEMBER 2010,
RESULT ONLY FROM BALANCE SHEET EVALUATION.

IMMEDIATELY AFTER THE REDEMPTION DATE WITHOUT ANY CLAIM
FOR DELAY INTEREST OR OTHER CHARGES. ALL REDEEMED BONDS
WILL BE IMMEDIATELY REMITTED.

THE BONDS ARE BEARING INTEREST FROM THE ISSUE DATE
(INCLUSIVE) UNTIL THE REDEMPTION DATE AT A VARIABLE RATE
COMPRISING THE BASE RATE — WIBOR 6M - AND A MARGIN. ON
EVERY INTEREST PAYMENT DATE THE ISSUER, ACTING THROUGH
THE PAYMENT AGENT, WILL PAY THE INTEREST AMOUNT TO
BONDHOLDERS ENTERED IN THE REGISTER AS OF THE RIGHTS
ATTRIBUTION DATE. INTEREST WILL BE PAID IN ARREARS,

THE BONDS DO NOT INCLUDE ANY NON-MONETARY RIGHTS TO
THE ISSUER.

INFORMATION ON THE BOND ISSUE IS INCLUDED IN CURRENT
REPORTS NO. 3/2011 DATED 8TH FEBRUARY 2011 AND 4/2011
DATED 10TH FEBRUARY 2011.
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31.3. COLLATERALS
2011

IN CONNECTION WITH LOANS TAKEN IN POLSKA KASA OPIEKI S.A.
BANK THE GROUP HAD:

[ ] PLEDGE ON SHARES OF ARCTIC PAPER KOSTRZYN,
ARCTIC PAPER MUNKEDALS, ARCTIC PAPER MOCHENWANGEN
FOR THE BENEFIT OF POLSKA KASA OPIEKI S.A. BANK;

n PLEDGE ON BANK ACCOUNTS OF ARCTIC PAPER S.A.,
ARcTIC PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC
PAPER MOCHENWANGEN FOR THE BENEFIT OF POLSKA KASA
OPIEKI S.A. BANK;

] ASSIGNMENTS OF RIGHTS FROM INSURANCE POLICIES
OF ARCTIC PAPER KOSTRZYN, AND ARCTIC PAPER MUNKEDALS IN
FAVOR OF BANK PoLSKA KASA OPIEKI

] MORTGAGES AMOUNTING TO THE FOLLOWING: SEK
600,000 THOUSAND, PLN 171,600 THOUSAND, PLN 221,200
THOUSAND, EUR 20,000 THOUSAND, FOR ARCTIC PAPER
KosTRzZYN, ARCTIC PAPER MUNKEDALS, AND ARCTIC PAPER
MOCHENWANGEN IN FAVOR OF BANK PoLskA OPIEKI S.A.

] REGISTERED PLEDGES OVER THE TOTAL ASSETS OF
VALUE: SEK 600,000 THOUSAND, PLN 171,600 THOUSAND, PLN
221,200 THOUSAND, EUR 20,000 THOUSAND, FOR ARCTIC
PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC PAPER

MOCHENWANGEN IN FAVOR OF BANK POLSKA OPIEKI S.A.

] JOINT CAPPED MORTGAGE AS COLLATERAL FOR THE
LOAN B TO A MAXIUMUM AMOUNT OF PLN 221,000 THOUSAND

2010

] BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE
LEASE AGREEMENT CONCLUDED WITH BANkowy FunDusz
LEASINGOWY S.A.,

[} BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE
LEASE AGREEMENT CONCLUDED WITH BANKOWY LEASING S.A.,

[ ] BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE
LEASE AGREEMENT CONCLUDED WITH SIEMENS FINANCE,

] WARRANTY OF BLANK BILL OF EXCHANGE, AS
COLLATERAL FOR THE LEASE AGREEMENT CONCLUDED WITH
BANKOWY FUNDUSZ LEASINGOWY (EC),

[ PLEDGE OF SHARES OF ARCTIC PAPER KOSTRZYN,
ARcTIC PAPER MUNKEDALS, ARCTIC PAPER MOCHENWANGEN IN
FAVOR OF BANK PoLskA KAsA OPIEKI S.A.

OVER THE PROPERTY HELD IN PERPETUAL USUFRUCT OF ARCTIC
PAPER KOSTRZYN S.A., AS DISCLOSED IN LAND REGISTERS NO.
GW1S/00025123/4, GW1S/00027787/3, GW1S/00005360/1
AND GW15/00025698/5,

] JOINT CAPPED MORTGAGE AS COLLATERAL FOR THE
LOAN C TO A MAXIUMUM AMOUNT OF PLN 100,000 THOUSAND
OVER THE PROPERTY HELD IN PERPETUAL USUFRUCT OF ARCTIC
PAPER KOSTRZYN S.A., AS DISCLOSED IN LAND REGISTERS NO.
GW1S/00025123/4, GW1S/00027787/3, GW1S/00005360/1
AND GW15/00025698/5.

ARCTIC PAPER KOSTRZYN S.A. HAD ALSO IN 2011 BLANK BILLS OF
EXCHANGE AS COLLATERAL FOR THE LOEASE AGREEMENT
CONCLUDED WITH BANKOWY LEASING S.A. AND WITH BANKOWY
FuNDUSz LEASINGOWY S.A.

APERT FROM THE MENTIONED ABOVE, THE GROUP REPORTS
COLLATERALS ON ASSETS ON THE GROUNDS OF LOAN TAKEN IN
ARCTIC PAPER GRYCKSBO IN SVENSKA HANDELSBANKEN BANK,
THAT IS:

n PLEDGE ON ASSETS IN THE AMOUNT OF SEK 65,000
THOUSAND,

] MORTGAGE ON REAL ESTATES IN THE AMOUNT OF SEK
20,000 THOUSAND,

] PLEDGE ON ASSETS OF GRYCKSBO PAPER HOLDING AB
IN THE AMOUNT OF SEK 254,743 THOUSAND.

[ ] PLEDGE ON BANK ACCOUNTS OF ARCTIC PAPER S.A,,
ARcTIC PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC
PAPER MOCHENWANGEN FOR THE BENEFIT OF POLSKA KASA
OPIEKI S.A. BANK,

n ASSIGNMENTS OF RIGHTS FROM INSURANCE POLICIES
OF ARCTIC PAPER KOSTRZYN, AND ARCTIC PAPER MUNKEDALS IN
FAVOR OF BANK POLSKA KASA OPIEKI

[] MORTGAGES AMOUNTING TO THE FOLLOWING: SEK
600,000 THOUSAND, PLN 171,600 THOUSAND, PLN 221,200
THOUSAND, EUR 20,000 THOUSAND, FOR ARCTIC PAPER
KosTRzYN, ARCTIC PAPER MUNKEDALS, AND ARCTIC PAPER
MOCHENWANGEN IN FAVOR OF BANK POLSKA OPIEKI S.A.

] REGISTERED PLEDGES OVER THE TOTAL ASSETS OF
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VALUE: SEK 600,000 THOUSAND, PLN 171,600 THOUSAND, PLN
221,200 THOUSAND, EUR 20,000 THOUSAND, FOR ARCTIC
PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC PAPER
MOCHENWANGEN IN FAVOR OF BANK POLSKA OPIEKI S.A.

n JOINT CAPPED MORTGAGE AS COLLATERAL FOR THE
LOAN C TO A MAXIUMUM AMOUNT OF PLN 100,000 THOUSAND
OVER THE PROPERTY HELD IN PERPETUAL USUFRUCT OF ARCTIC

2009

m BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE LEASE
AGREEMENT CONCLUDED WITH BANKOWY FUNDUSZ LEASINGOWY
S.A,

m BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE LEASE
AGREEMENT CONCLUDED WITH BANKOWY LEASING S.A,,

m BLANK BILL OF EXCHANGE, AS COLLATERAL FOR THE LEASE
AGREEMENT CONCLUDED WITH SIEMENS FINANCE,

m WARRANTY OF BLANK BILL OF EXCHANGE, AS COLLATERAL FOR
THE LEASE AGREEMENT CONCLUDED WITH BANKOWY FUNDUSZ
LEasINGowy (EC),

m PLEDGE OF SHARES OF ARCTIC PAPER KOSTRZYN, ARCTIC
PAPER MUNKEDALS, ARCTIC PAPER MOCHENWANGEN IN FAVOR
OF BANK POoLSKA KASA OPIEKI S.A.

m PLEDGE ON BANK ACCOUNTS OF ARCTIC PAPER SA, ARCTIC
PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC PAPER

32. PROVISIONS

32.1. MOVEMENTS IN PROVISIONS

PAPER KOSTRZYN, LAND REGISTERS NO. GW1S/00027787/3,
GW1S/00005360/1 AND GW15/00025698/5

] EMISSION RIGHTS IN THE AMOUNT OF EUR 1,420
THOUSAND IN FAVOUR OF HYPOVEREINSBANK.

MOCHENWANGEN IN FAVOR OF BANK POLSKA KASA OPIEKI S.A.

m ASSIGNMENTS OF RIGHTS FROM INSURANCE POLISIES OF
ARCTIC PAPER KOSTRZYN, AND ARCTIC PAPER MUNKEDALS IN
FAVOR OF BANK PoLSKA KASA OPIEKI

m REGISTERED MORTGAGES OF VALUE : 600 000 THOUSAND OF
SEK, 171 600 THOUSAND OF PLN, 221 200 THOUSAND OF PLN,
20 000 THOUSAND OF EUR FOR ARCTIC PAPER KOSTRZYN,
ARCTIC PAPER MUNKEDALS, AND
MOCHENWANGEN IN FAVOR OF BANK POLSKA OPIEKI S.A.

ARCTIC PAPER

m REGISTERED PLEDGES ON CHATTELS AND RIGHTS OF VALUE:
600 000 THOUSAND OF SEK, 171 600 THOUSAND OF PLN, 221
200 THOUSAND OF PLN, 20 000 THOUSAND OF EUR FOR ARCTIC
PAPER KOSTRZYN, ARCTIC PAPER MUNKEDALS, ARCTIC PAPER
MOCHENWANGEN IN FAVOR OF BANK POLSKA OPIEKI S.A.

m EMISSION RIGHTS WITH A CARRYING AMOUNT OF PLN 5,834
THOUSAND IN FAVOUR OF HYPOVEREINSBANK.

THE TABLE BELOW PRESENTS MOVEMENTS IN PROVISIONS IN THE YEARS 2009-2011:
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_ Movements in provision

Post-employment

benefits Other provisions Total
At 1 January 2011 68 626 16 965 85 591
Recognised during the year 7729 5437 13167
Utilised (2758) (10 335) (13 094)
Unused amounts reserved - - -
Foreign exchange adjustment 7735 827 8 561
At 31 December 2011, therein: 81332 12 894 94 226
- current - 10 398 10 398
- non-current 81332 2495 83 827
At 1 January 2010 20433 10 957 31390
Acquistion of subsidiary 44 518 - 44 518
Recognised during the year 4 862 12 517 17 379
Utilised (2112) (2483) (4 595)
Unused amounts reserved - (4 851) (4 851)
Foreign exchange adjustment 925 825 1750
At 31 December 2010, therein: 68 626 16 965 85 591
-current - 13 689 13 689
- non-current 68 626 3277 71902
At 1 January 2009 18635 11627 30 262
Recognised during the year 2057 7765 9822
Utilised (604) (2 035) (2639)
Unused amounts reserved - (6 289) (6 289)
Foreign exchange adjustment 344 (111) 233
At 31 December 2009, therein: 20433 10 957 31389
- current - 9442 9442
- non-current 20432 1516 21948

* - VALUE AS ON THE DATE OF ACQUISITION (THE ACQUISITION OF THE COMPANY OCCURRED IN 1ST MARCH 2010)

THE SINGLE LARGEST ITEM AMONG OTHER PROVISIONS ARE
LIABILITIES ON REDEMPTION OF EMISSION RIGHTS WITH A
CARRYING AMOUNT OF PLN 7,858 THOUSAND IN THE FINANCIAL
INFORMATION FOR THE YEAR ENDED 31ST DECEMBER 2011 AND

32.2. WARRANTY PROVISIONS

A PROVISION IS RECOGNISED FOR EXPECTED WARRANTY CLAIMS
AND RETURNS OF PRODUCTS, BASED ON PAST EXPERIENCE OF THE
LEVEL OF REPAIRS AND RETURNS. WARRANTY PROVISION AT THE
END OF 2011 AMOUNTED TO PLN 530 THOUSAND (AS ON 31ST

PLN 6,290 THOUSAND IN THE FINANCIAL INFORMATION FOR THE
YEAR ENDED 31ST DECEMBER 2010 (PLN 7,734 IN THE FINANCIAL
YEAR ENDED 31 DECEMBER 20009).

DECEMBER 2010: PLN 246 THOUSAND, AS ON 31ST DECEMBER
2009: PLN 456 THOUSAND), AND RELATED ONLY TO ARCTIC
PAPER MOCHENWANGEN.
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33. TRADE AND OTHER PAYABLES, OTHER LIABILITIES, ACCRUALS AND DEFERRED INCOME

33.1.

I 7rade and other payables (short-term)

TRADE AND OTHER PAYABLES (SHORT-TERM)

As at As at As at
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)
Trade payables:
To related parties 9429 10 631 4873
To third parties 351731 309 884 133950
361 160 320515 138 823
Taxations, customs duty, social security and other payables
VAT 3832 2333 3063
Excise tax 510 323 299
Personnel withholding tax (Personnel income tax) 5424 4 956 3038
Property taxes 678 730 347
Liabilities for social security contributions 8116 6 869 6 563
Customs liabilities 34 533 372
18 593 15744 13682
Other liabilities
Renumeration payable to employees 4530 3904 3671
Pension liabilities 6 541 8111 -
Investment liabilities 8978 11295 10739
Environmental liabilities 232 250 234
Liabilities due to Golzern 13 3181 -
Prepayments 1931 1007 -
Other liabilities 1083 1075 1048
23308 28 823 15692
TOTAL 403 057 365 082 168 197
TERMS AND CONDITIONS OF FINANCIAL LIABILITIES PRESENTED NORMALLY SETTLED WITHIN 60 DAYS;
ABOVE: [ OTHER PAYABLES ARE NON-INTEREST BEARING AND
n FOR TERMS AND CONDITIONS OF TRANSACTIONS WITH HAVE AN AVERAGE PAYMENT TERM OF 1 MONTH.
RELATED PARTIES, REFER TO NOTE 36.3;
u THE AMOUNT WHICH RESULTS FROM THE DIFFERENCE
u TRADE PAYABLES ARE NON-INTEREST BEARING AND ARE BETWEEN LIABILITIES AND VAT RECEIVABLES IS PAID TO

APPROPRIATE TAX AUTHORITIES ON A MONTHLY BASIS.
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33.2. ACCRUALS AND DEFERRED INCOME

Accruals and deferred income

As at 31 December

As at 31 December

As at 31 December

2011 2010 2009
(audited) (audited) (audited)
Accruals

Employee costs 51 385 46 997 28753
Audit and legal services 530 927 778
Freight costs 2 256 3623 660
Marketing costs - - 1340
Insurance costs - - 637
Claims 1014 917 668
Costs of energy certificates 5705 - -
Costs of energy 4 315 679 -
Other 2031 2948 2625
67 186 56 089 35461

Deferred income
Grant from Ekofundusz 20930 22332 23736
Grant from NFOSIGW 16 601 17 919 19234
Other - 76 -
37 531 40 327 42 970
TOTAL 104 717 96 416 78 431
- short-term 69 907 58 889 38 182
-long-term 34 810 37 528 40 249

THE MAIN ITEMS INCLUDED IN ACCRUALS FOR EMPLOYEE COSTS ARE VACATION PAY LIABILITIES, BONUSES TO EMPLOYEES AND
REDUNDANCY PAYMENTS.

34. CAPITAL COMMITMENTS (UNAUDITED)

As ON 31ST DECEMBER 2011, THE GROUP HAS COMMITMENTS OF PLN 8,977 THOUSAND FOR CAPITAL EXPENDITURES RELATED TO
PROPERTY, PLANT & EQUIPMENT. THESE EXPENDITURES WILL BE INCURRED FOR ACQUISITION OF NEW PLANT AND EQUIPMENT.

As ON 31ST DECEMBER 2010, THE GROUP’S COMMITMENTS TO PURCHASE PROPERTY, PLANT & EQUIPMENT AMOUNTED TO PLN 11,295
THOUSAND.

AT 31 DECEMBER 2009, THE GROUP’S COMMITMENTS TO PURCHASE PROPERTY, PLANT & EQUIPMENT AMOUNTED TO PLN 10,739
THOUSAND.
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35. CONTINGENT LIABILITIES

As ON 31ST DECEMBER 2011, THE CAPITAL GROUP REPORTED:

[ ] A BILL OF EXCHANGE GUARANTEE ISSUED BY THE AP
KosTRzyN S.A. TO THE AMOUNT OF CREDIT AND LEASE
AGREEMENT IN FAVOUR OF THE NATIONAL FUND FOR
ENVIRONMENT PROTECTION AND WATER MANAGEMENT IN THE
AMOUNT OF PLN 20,352 THOUSAND, A DETAILED DESCRIPTION
WAS PRESENTED IN THESE

CONSOLIDATED  FINANCIAL

INFORMATION (NOTE 44.1)

n A BILL OF EXCHANGE IN FAVOUR OF BANKOWY LEASING
IN THE AMOUNT OF PLN 9,848 THOUSAND,

] A GUARANTEE OF A BILL OF EXCHANGE IN FAVOUR OF
BANKOWY FUNDUSZ LEASINGOWY IN THE AMOUNT OF PLN
15,023 THOUSAND,

] A PLEDGE ON MOVABLES OF ARCTIC PAPER MUNKEDALS
AB RESULTING FROM FACTORING AGREEMENT WITH SVENSKA

As AT 31 DECEMBER 2010, THE CAPITAL GROUP REPORTED:

m A BILL OF EXCHANGE GUARANTEE ISSUED BY THE AP KOSTRZYN
S.A. TO THE AMOUNT OF CREDIT AND LEASE AGREEMENT IN
FAVOUR OF THE NATIONAL FUND FOR ENVIRONMENT PROTECTION
AND WATER MANAGEMENT IN THE AMOUNT OF PLN 20,352
THOUSAND, A DETAILED DESCRIPTION WAS PRESENTED IN THESE
CONSOLIDATED FINANCIAL INFORMATION (NOTE 44.1)

m A BILL OF EXCHANGE IN FAVOUR OF SIEMENS FINANCE IN THE
AMOUNT OF PLN 819 THOUSAND,

m A BILL OF EXCHANGE IN FAVOUR OF BANKOWY LEASING IN THE
AMOUNT OF PLN 9,848 THOUSAND,

m A GUARANTEE OF A BILL OF EXCHANGE IN FAVOUR OF BANKOWY
FUNDUSZ LEASINGOWY IN THE AMOUNT OF PLN 15,023
THOUSAND,

m A GUARANTEE COMMITMENT TO FPG FOR THE MUTUAL LIFE
INSURANCE COMPANY PRI IN THE AMOUNT OF SEK 2,012
THOUSAND,

m A BANK GUARANTEE IN FAVOUR OF SKATTEVERKET LUDVIKA IN
THE AMOUNT OF SEK 135 THOUSAND.

ON 25 MARCH 2010 COMPANY ISSUED A GUARANTEE FOR
CARTIERE DEL GARDA S.P.A. — SUPPLY OF PAPER DISTRIBUTION
COMPANIES (ARCTIC PAPER SWEDEN AB, ARCTIC PAPER

HANDELSBANKEN AB IN THE AMOUNT OF SEK 160,000
THOUSAND;

[ ] A GUARANTEE COMMITMENT TO FPG FOR THE MUTUAL
LIFE INSURANCE COMPANY PRI IN THE AMOUNT OF SEK 50,000
THOUSAND,

n A BANK GUARANTEE IN FAVOUR OF SKATTEVERKET
LUDVIKA IN THE AMOUNT OF SEK 135 THOUSAND.

n A GUARANTEE IN FAVOR OF CARTIERE DEL GARDA S.P.A.
DATED 25TH MARCH 2010 - THE SUPPLIER OF PAPER TO
DisTRIBUTION COMAPNIES (ARCTIC PAPER SWEDEN AB, ARCTIC
PAPER DANMARK A/S, ARcTiC PAPER NORGE AS). THE
GUARANTEE AMOUNTS TO TOTAL EUR 900 THOUSAND AND
EXPIRES ON 31ST DECEMBER 2012;

[ ] A BANK GUARANTEE IN FAVOR OF UPM GMBH IN THE
AMOUNT OF EUR 1,000 THOUSAND.

DANMARK A/S, ARCTIC PAPER NORGE AS). THE GUARANTEE
AMOUNTED TO EUR 900 THOUSAND AND IS VALID UNTIL 31
DECEMBER 2012 THOUSAND.

As AT 31 DECEMBER 2009, THE CAPITAL GROUP REPORTED:

m A BILL OF EXCHANGE GUARANTEE ISSUED BY THE GROUP TO
THE AMOUNT OF CREDIT AND LEASE AGREEMENT IN FAVOUR OF
THE NATIONAL FUND FOR ENVIRONMENT PROTECTION AND
WATER MANAGEMENT IN THE AMOUNT OF PLN 20,352
THOUSAND,

m A BILL OF EXCHANGE IN FAVOUR OF SIEMENS FINANCE IN THE
AMOUNT OF PLN 819 THOUSAND,

m A BILL OF EXCHANGE IN FAVOUR OF BANKOWY LEASING IN THE
AMOUNT OF PLN 9,848 THOUSAND,

m A GUARANTEE OF A BILL OF EXCHANGE IN FAVOUR OF BANKOWY
FuNDUsz LEASINGOwY ( EC) IN THE AMOUNT OF PLN 15,023
THOUSAND,

m A GUARANTEE COMMITMENT TO FPG FOR THE MUTUAL LIFE
INSURANCE COMPANY PRI IN THE AMOUNT OF SEK 500
THOUSAND,

m A BANK GUARANTEE IN FAVOUR OF SKATTEVERKET LUDVIKA IN
THE AMOUNT OF SEK 66 THOUSAND.
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35.1. LEGAL CLAIMS
THE CASE AGAINST PGNIG S.A

ON 26TH AUGUST 2010 ARCTIC PAPER KOSTRZYN S.A. FILED A
LAWSUIT TO DETERMINE THE PRICE FOR FUEL GAS SOLD TO
ARcCTIC PAPER KOSTRZYN S.A. BY PGNIG S.A. THE CASE WAS
EXAMINED BY ARBITRARY COURT TO THE PoLiSH CHAMBER OF
COMMERCE. THE CLAIM WAS BASED ON THE PROVISIONS OF THE
AGREEMENT CONCLUDED BY AND BETWEEN ARCTIC PAPER
KosTRzYN S.A. AND PGNIG S.A., WHICH ALLOWS, IN CASE OF
GAS PRICES INCREASE MORE THAT 10% IN THE PARTICULAR
CONTRACTUAL YEAR, TO APPLY FOR NEGOTIATIONS AND FURTHER
TO ADDRESS THE CASE TO BE DECIDED BY THE ARBITRARY COURT.
THE CASE WAS ENDED WITH AN UNFAVORABLE DECISION FOR
ARCTIC PAPER KOSTRZYN S.A.

THE CASE AGAINST CEZEX SP. Z 0.0.

ON 8TH OCTOBER 2009 AND ON 27TH NOVEMBER 2009 ARCTIC
PAPER KOSTRZYN S.A. FILED A CLAIM AGAINST CEZEX SP. Z 0.0.
WITH THE DISTRICT COURT IN GORZOW WIELKOPOLSKI.

THE VALUE OF THE DISPUTE INCLUDES RESPECTIVELY:

[ THE PRINCIPAL OF PLN 11,240 THOUSAND AND
INTEREST OF PLN 325 THOUSAND ACCRUED UNTIL THE DATE OF
FILING THE CLAIM,

] THE PRINCIPAL OF PLN 174 THOUSAND AND INTEREST
ACCRUED IN THE AMOUNT OF PLN 2 THOUSAND.

THE CASE PERTAINS TO THE FAILURE OF CEZEX SP. Z 0.0. TO PAY
ITS LIABILITY TO ARCTIC PAPER KOSTRZYN S.A. FOR THE
PURCHASE OF GOODS IN THE PERIOD FROM 11TH FEBRUARY 2009
TO 1ST JULY 2009. RECEIVABLES FROM CEZEX SP. Z 0.0. WERE
SECURED IN FAVOR OF ARCTIC PAPER KosTRzYN S.A. BY
MORTGAGE ON THE COUNTERPARTY’S REAL PROPERTY.
MOREOVER, AN ALLOWANCE FOR DOUBTFUL DEBTS WAS

ESTABLISHED FOR THEIR ENTIRE VALUE.

ON 21ST DECEMBER 2009 THE COURT DECLARED BANKRUPTCY
OF CEZEX SP. Z 0.0. WITH AN OPTION OF CONCLUDING A
SETTLEMENT BY THE PARTIES. ACCORDING TO THE INITIAL

35.2. TAX SETTLEMENTS

TAX SETTLEMENTS, TOGETHER WITH OTHER AREAS OF LEGAL
COMPLIANCE (E.G. CUSTOMS OR FOREIGN EXCHANGE LAW) ARE
SUBJECT TO REVIEW AND INVESTIGATION BY A NUMBER OF
AUTHORITIES, WHICH ARE ENTITLED TO IMPOSE SEVERE FINES,
PENALTIES AND INTEREST CHARGES. THE LACK OF REFERENCE TO
WELL ESTABLISHED REGULATIONS IN POLAND RESULTS IN A LACK

SETTLEMENT PROPOSALS, AMOUNTS DUE TO ARCTIC PAPER
KOsSTRzYN S.A. WILL BE COVERED BY A SEPARATE AGREEMENT
PROVIDING FOR THEIR FULL REPAYMENT, BECAUSE THE
RECEIVABLES SECURED WITH MORTGAGE ON THE REAL PROPERTY
OWNED BY CEZEX SP. Z O. O. ARE NOT COVERED BY THE
SETTLEMENT. ON 18TH MAY 2011 THE COURT DECLARED THE
LIQUIDATION BANKRUPTCY OF CEZEX SP. Z 0.0. AS A RESULT OF
THE BANKRUPT COMPLAINT, THE COURT CANCELLED THE
DECISION FROM 18TH MAY 2011. ON 7TH FEBRUARY 2012, THE
DisTRICT COURT DECLARED THE LIQUIDATION BANKRUPTCY OF
CEZEX SP. Z 0.0 AGAIN.

As ON 31ST DECEMBER 2011 THE GROUP HAS ESTABLISHED AN
ALLOWANCE FOR DOUBTFUL DEBTS FOR THE FULL VALUE OF
RECEIVABLES FROM CEZEX SP. Z 0.0.

THE CASE AGAINST JAKON SA IN LIQUIDATION

ON 15TH APRIL 2010 A LAWSUIT WAS FILED AGAINST JAKON SA IN
LIQUIDATION AND JAN DzIEDZIC, THE LAWSUIT INCLUDES A
CLAIM OF ARCTIC PAPER KOSTRZYN SA AGAINST JAKON SA IN
LIQUIDATION.

THE CLAIM CONCERNS THE TOTAL RECEIVABLE AMOUNTING TO
PLN 2,004 THOUSAND. THIS CLAIM IS SECURED BY A MORTGAGE
ON THE PROPERTY OF A GUARANTOR MR JAN DZzIEDZIC TO THE
AMOUNT OF PLN 2,000 THOUSAND. ON 7TH FEBRUARY 2011 A
BANKRUPTCY LIQUIDATION OF JAKON S.A. WAS ANNOUNCED.
CURRENTLY THERE ARE PROCEEDINGS HELD AGAINST JAN
DzIEDZIC AS A GUARANTOR. THE COURT ISSUED THE PAYMENT
ORDER IN THE WRIT-OF-PAYMENT PROCEEDINGS, THERE WAS AN
OBJECTION RAISED BY THE DEFENDANT, THE CASE IS STILL IN
PROGRESS.

As ON 31ST DECEMBER 2011 THE GROUP MADE ALLOWANCE FOR
DOUBTFUL DEBTS FOR FULL AMOUNT OF RECEIVABLES FROM
JAKON S.A. IN LIQUIDATION.

As ON 31ST DECEMBER 2011 THE COMPANIES OF THE GROUP ARE
NOT PARTIES TO ANY OTHER LAWSUITS.

OF CLARITY AND INTEGRITY IN THE REGULATIONS. FREQUENT
CONTRADICTIONS IN LEGAL INTERPRETATIONS BOTH WITHIN
GOVERNMENT BODIES AND BETWEEN COMPANIES AND
GOVERNMENT BODIES CREATE UNCERTAINTIES AND CONFLICTS.
THESE FACTS CREATE TAX RISKS IN POLAND THAT ARE

SUBSTANTIALLY MORE SIGNIFICANT THAN THOSE TYPICALLY
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FOUND IN COUNTRIES WITH MORE DEVELOPED TAX SYSTEMS.

TAX AUTHORITIES MAY EXAMINE THE ACCOUNTING RECORDS
WITHIN UP TO FIVE YEARS AFTER THE END OF THE YEAR IN WHICH
THE FINAL TAX PAYMENTS WERE TO BE MADE. CONSEQUENTLY,

36. RELATED PARTY DISCLOSURES

ARCTIC PAPER S.A. GROUP’S RELATED PARTIES ARE:

] TREBRUK AB - PARENT COMPANY OF ARCTIC PAPER S.A.
GROUP,
] ARCTIC PAPER HAFRESTROMS — PAPER MILL (WITHIN

THE PROCES OF LIQUIDATION), SUBSIDIARY OF TREBRUK AB.

THE GROUP MAY BE SUBJECT TO ADDITIONAL TAX LIABILITIES,
WHICH MAY ARISE AS A RESULT OF ADDITIONAL TAX AUDITS.IN
GROUP’S OPINION AS ON 31ST DECEMBER 2011 PROPER
PROVISION WAS CREATED TO COVER RECOGNIZED AND
COUNTABLE TAX RISK.

n ROTTNEROS — A GROUP OF COMPANIES OPERATING IN
PULP AND PAPER INDUSTRY, RELATED BY CAPITAL WITH NEMUS
HoLDING AB.

] GALILEUS SP.Z 0.0. SP.K. = COMPANY RELATED TO THE
MEMBER OF THE MANAGEMENT BOARD

THE TABLE BELOW PRESENTS THE TOTAL VALUES OF TRANSACTIONS WITH RELATED PARTIES ENTERED INTO DURING THE YEARS 2009-2011:
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Transactions with related parties entered

Data for the period from 1 January 2011 to 31 December 2011 and as at 31 December 2011 (PLN thousands)

Purchases Interest —  Interest — Receivables

from related financial financial from related Loans Payables to
Related party Sales to related parties parties income costs parties granted related parties
Trebruk AB - - - - 3957 - -
Arctic Paper Hafrestrém - 1552 - - 7 696 - -
Rottneros - 54 400 - - - - 9425
Galileus Sp.z 0.0.Sp.k. - 116 - - - - 4
Total - 56 068 - - 11652 - 9429

Data for the period from 1 January 2010 to 31 December 2010 and as at 31 December 2010 (PLN thousands)

Purchases Interest —  Interest — Receivables
from related financial financial from related Loans Payables to
Related party Sales to related parties parties income costs parties granted related parties
Trebruk AB 322 801 312 - 3570 - -
Arctic Paper Hafrestrom 691 (2) - - 6 245 - 27
Rottneros - 54 479 - - - - 10 604
Total 1013 55278 312 - 9815 - 10 631

Data for the period from 1 January 2009 to 31 December 2009 and as at 31 December 2009 (PLN thousands)

Purchases Interest — Interest — Receivables

from related financial financial from related Loans Payables to

Related party Sales to related parties parties income costs parties granted related parties

Trebruk AB 46 5747 294 4 3573 20000 74

Arctic Paper Hafrestrom 7 963 493 - - 5764 - 1259

Rottneros - 53713 - - - - 3540

Total 8 009 59 953 294 4 9337 20 000 4873
36.1. THE ULTIMATE PARENT

THE ULTIMATE PARENT OF THE GROUP 1S CASANDRAX FINANCIALS S.A. THERE WERE NO TRANSACTIONS BETWEEN THE GROUP AND
CASANDRAX FINANCIALS S.A. DURING THE YEARS ENDED 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST DECEMBER 2009.

36.2. THE PARENT COMPANY

THE PARENT COMPANY OF THE ARCTIC PAPER S.A. GROUP IS TREBRUK AB, WHICH AS ON 31ST DECEMBER 2011

HOLDS 74.80% OF ORDINARY SHARES IN ARCTIC PAPER S.A.

36.3. TERMS AND CONDITIONS OF TRANSACTIONS WITH RELATED PARTIES

TRADE RECEIVABLES AND PAYABLES ARE NORMALLY SETTLED WITHIN 60 DAYS WITH RELATED PARTIES.
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RELATED PARTY TRANSACTIONS ARE MADE AT AN ARM’S LENGTH.

36.4. REMUNERATION OF THE GROUP’S KEY MANAGEMENT PERSONNEL

36.4.1.
THE MEMEBERS OF THE SUPERVISORY BOARD

KEY MANAGEMENT PERSONNEL AS ON 31ST DECEMBER 2011
COMPRISES FIVE PEOPLE: PRESIDENT OF THE MANAGEMENT
BOARD AND FOUR MEMBERS OF THE MANAGEMENT BOARD. THE
FINANCIAL DATA FOR THE REPORTING PERIOD INCLUDE
REMUNERATION OF THE AFORESAID FIVE PEOPLE.

REMUNERATION OF THE EXECUTIVES IN THE YEAR ENDED 31ST
DECEMBER 2011 AMOUNTED TOo PLN 3,950 THOUSAND (PLN
4,970 THOUSAND IN THE YEAR ENDED 31ST DECEMBER 2010,

REMUNERATION PAID OR DUE TO THE MEMBERS OF THE MANAGEMENT BOARD AND

PLN 3,174 THOUSAND DURING THE 12-MONTH PERIOD ENDED 31
DECEMBER 2009).

DURING THE PERIOD COVERED BY THESE CONSOLIDATED
FINANCIAL STATEMENTS, NO ENTITIES WITHIN THE GROUP
GRANTED ANY LOANS TO THEIR EXECUTIVES AND NO SUCH ITEMS
WERE REPORTED IN THE COMPARATIVE PERIOD.

THE TABLE BELOW PRESENTS THE REMUNERATION OF KEY EXECUTIVES OF THE GROUP:

As at As at As at

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Short-term employee benefits 3950 4970 3174

Post-employment pension and medical benefits 655 - -

Termination benefits - 3103 -

Total compensation paid to key management personnel 4604 8073 3174

Supervisory Board

Short-term employee benefits 792 566

DIRECTORS' INTERESTS

36.4.2.

(INCLUDING

MEMBERS OF MANAGEMENT AND

SUPERVISORY BOARDS) IN EMPLOYEE SHARE INCENTIVE PLAN

ON 30TH JuLy 2009 THE EXTRAORDINARY GENERAL
SHAREHOLDERS’ MEETING ADOPTED THE RESOLUTIONS NUMBER
4 ON APPROVING THE ASSUMPTIONS OF AN INCENTIVE
PROGRAMME FOR KEY MANAGERS, CONSISTING OF THE
OPPORTUNITY TO ACQUIRE FREE-OF-CHARGE SUBSCRIPTION
WARRANTS THAT WILL ENABLE THE HOLDERS TO TAKE UP SERIES D

SHARES WITH EXCLUDED PRE-EMPTIVE RIGHTS.

UNTIL 31ST DECEMBER 2011 THERE WERE AGREEMENTS
REGARDING ACQUIRING THESE WARRANTS EXECUTED TO
DISPENSE 365 THOUSAND WARRANTS. UNTIL THE DATE OF
PREPARING OF THE CONSOLIDATED FINANCIAL STATEMENTS
NONE OF THE ENTITLED PERSONS HAS EXERCISED THE RIGHT TO
PAYABLE CONVERTION OF THE WARRANTS TO THE COMPANY’S
SHARES.

36.5. LOANS GRANTED TO THE MANAGEMENT BOARD MEMBERS

DURING THE PERIOD COVERED BY THESE CONSOLIDATED FINANCIAL STATEMENTS, NO ENTITIES WITHIN THE GROUP GRANTED ANY LOANS

TO MEMBERS OF THE MANAGEMENT BOARD AND NO SUCH RECEIVABLES WERE REPORTED IN ANY OF THE PERIODS PRESENTED.
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36.6. OTHER TRANSACTIONS WITH THE MANAGAMENT BOARD’S MEMBERS

DURING THE PERIOD COVERED BY THESE CONSOLIDATED FINANCIAL STATEMENTS, THERE WERE NO OTHER TRANSACTIONS BETWEEN
SUBSIDIARIES AND THE MANAGEMENT BOARD MEMBERS AND NO SUCH TRANSACTIONS WERE REPORTED IN ANY OF THE PERIODS
PRESENTED.

37. INFORMATION ABOUT THE CONTRACT AND REMUNERATION OF AUDITOR OR AUDIT
COMPANY

ON 18TH JuLy 2011 THE COMPANY CONCLUDED AN AGREEMENT WITH ERNST & YOUNG AUDIT SP. Z.0.0. WITH REGISTERED OFFICE IN
WARSAW TO AUDIT THE ANNUAL STANDALONE FINANCIAL STATEMENTS OF THE COMPANY AND THE ANNUAL CONSOLIDATED FINANCIAL
STATEMENTS OF THE GROUP.

THE TABLE BELOW PRESENTS THE AUDIT COMPANY’S FEES, PAID OR PAYABLE FOR THE YEAR ENDED 31ST DECEMBER 2011, 31ST DECEMBER

2010 AND 31ST DECEMBER 2009 BY CATEGORY OF SERVICES:

_ Auditors

* - RELATES TO ERNST&YOUNG AuUDIT SP. Z 0.0

THE GROUP’S PRINCIPAL FINANCIAL INSTRUMENTS COMPRISE
BANK LOANS, FINANCE LEASES AND HIRE PURCHASE CONTRACTS,
CASH AND SHORT-TERM DEPOSITS. THE MAIN PURPOSE OF THESE
FINANCIAL INSTRUMENTS IS TO RAISE FINANCE FOR GROUP
OPERATIONS.

THE GROUP ALSO USES RECOURSE FACTORING IN SCOPE OF
TRADE RECEIVABLES. THE MAIN PURPOSE OF THIS FINANCIAL
INSTRUMENT IS QUICK OBTAINING OF FINANCIAL MEANS.

THE GROUP HAS VARIOUS OTHER FINANCIAL INSTRUMENTS SUCH
AS TRADE DEBTORS AND TRADE CREDITORS, WHICH ARISE

38.1. INTEREST RATE RISK

As at As at As at
31 December 2011 31 December 2010 31 December 2009
(audited) (audited) (audited)

Service
Obligatory audit of annual financial statement 265* 190 209
Obligatory audit of annual financial statement (AP S.A. branch) 31 43 87
Tax advisory - - -
Other services 50 65 689
Total 346 298 985

THE FEES DO NOT INCLUDE SERVICES PROVIDED TO OTHER GROUP COMPANIES.

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

DIRECTLY FROM OPERATIONS. THE MAIN RISKS ARISING FROM
THE GROUP'S FINANCIAL INSTRUMENTS ARE INTEREST RATE RISK,
LIQUIDITY RISK, FOREIGN CURRENCY RISK AND CREDIT RISK. THE
MANAGEMENT BOARD REVIEWS AND AGREES POLICIES FOR
MANAGING EACH OF THESE RISKS AND THEY ARE SUMMARISED
BELOW.

IN THE MANAGEMENT BOARD OPINION - COMPARED TO
CONSOLIDATED FINANCIAL STATEMENTS PREPARED AS ON 31ST
DECEMBER 2010 THERE WERE NO SIGNIFICANT CHANGES OF
FINANCIAL RISK. MOREOVER, THERE WERE NO CHANGES OF
GOALS AND PRINCIPLES OF RISK MANAGEMENT.
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THE GROUP'S EXPOSURE TO THE RISK OF CHANGES IN MARKET
INTEREST RATES RELATES PRIMARILY TO THE GROUP'S LONG-TERM
DEBT OBLIGATIONS.

INTEREST RATE RISK — SENSITIVITY TO CHANGES

THE FOLLOWING TABLE DEMONSTRATES THE SENSITIVITY TO A
REASONABLY POSSIBLE CHANGE IN INTEREST RATES, WITH ALL
OTHER VARIABLES HELD CONSTANT, OF THE GROUP’S PROFIT
BEFORE TAX (THROUGH THE

IMPACT ON FLOATING RATE

_ Interest rate risk - sensitivity to changes

BORROWINGS). INCLUDED IN THE CALCULATION ARE FOREIGN
CURRENCY LOANS WITH VARIABLE INTEREST RATE. FOR EACH
CURRENCY, THE SAME INCREASE IN INTEREST RATE, L.E. BY 1PP,
WAS ADOPTED. AT THE END OF EACH REPORTING PERIOD, LOANS
AND BORROWINGS WERE GROUPED BY CURRENCY AND ON EACH
TOTAL CURRENCY VALUE AND INCREASE OF 1PP WAS CALCULATED.
CHANGE OF INTEREST RATE DOES NOT HAVE DIRECT IMPACT ON
THE GROUP’S EQUITY.

Increase in Effect on profit
basis points before tax

Year ended 31 December 2011
PLN +1% (2176)
EUR +1% (226)
SEK +1% (838)

Year ended 31 December 2010
PLN +1% (155)
EUR +1% (718)
SEK +1% (1096)

Year ended 31 December 2009
PLN +1% (562)
EUR +1% (1595)
SEK +1% (120)

38.2. FOREIGN CURRENCY RISK

THE GROUP IS EXPOSED TO TRANSACTIONAL FOREIGN CURRENCY
RISK. THE RISK ARISES FROM TRANSACTIONS RUN BY AN
OPERATING UNIT IN CURRENCIES OTHER THAN ITS FUNCTIONAL
CURRENCY.

THE FOLLOWING TABLE DEMONSTRATES THE SENSITIVITY OF
PROFIT BEFORE TAX AND TOTAL COMPREHENSIVE INCOME ON
REASONABLY POSSIBLE CHANGE OF EXCHANGE RATE OF USD,
EUR, GBP AND SEK WITH ALL OTHER VARIABLES HELD CONSTANT.

IN THE ESTIMATION WERE TAKEN EVERY BALANCE POSITIONS
MEASURED IN FOREIGN CURRENCIES, THAN FOR EVERY CURRENCY
WAS ADOPTED AN INCREASE OR DECREASE OF 5% IN EXCHANGE
RATE. AT THE END OF EACH REPORTING PERIOD ASSETS AND
LIABILITIES WERE GROUPED IN THE SAME CURRENCIES AND FOR
EVERY CURRENCY BALANCE “ASSETS DEDUCT LIABILITIES” AN
INCREASE OR DECREASE OF 5% IN EXCHANGE RATE WERE
COUNTED. DURING THE YEAR ASSETS AND LIABILITIES MEASURED
IN FOREIGN CURRENCIES REMAINED AT COMPARABLE LEVEL.
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PLN thousand

_ Foreign currency risk

2011

Impact of change in exchange rates on profit before FXrate Total FXrate Total
tax increase financial impact decrease financial impact
PLN-EUR +5% 384 -5% (384)
PLN-USD +5% (1470) -5% 1470
PLN -GBP +5% 311 -5% (311)
PLN -SEK +5% 357 -5% (357)
PLN-CHF +5% 47 -5% (47)
SEK -EUR +5% 1016 -5% (1016)
SEK -USD +5% (3769) -5% 3769
SEK -GPB +5% 757 -5% (757)
SEK - DKK +5% 331 -5% (331)
Impact on other comprehensive income FXrate Total FXrate Total
(on foreign entities translation) increase financial impact decrease financial impact
PLN —SEK +5% 2166 -5% (2166)
PLN-EUR +5% (122) -5% 122
2010

Impact of change in exchange rates on profit before FXrate Total FXrate Total
tax increase financial impact decrease financial impact
PLN-EUR +5% (742) -5% 742
PLN-USD +5% (432) -5% 432
PLN-GBP +5% 259 -5% (259)
PLN -SEK +5% 180 -5% (180)
SEK -EUR +5% 2932 -5% (2932)
SEK -USD +5% (3114) -5% 3114
SEK -GPB +5% 1035 -5% (1035)
EUR-GBP 113 (113)
Impact on other comprehensive income FXrate Total FXrate Total
(on foreign entities translation) increase financial impact decrease financial impact
PLN -SEK +5% 4593 -5% (4 593)
PLN-USD +5% 4398 -5% (4 398)
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2009

Impact of change in exchange rates on profit before FXrate Total FXrate Total
tax increase financial impact decrease financial impact
PLN-EUR +5% (846) -5% 846
PLN-USD +5% 87) -5% 87
PLN-GBP +5% 226 -5% (226)
PLN —SEK +5% 437 -5% (437)
SEK -EUR +5% 513 -5% (513)
SEK -USD +5% 28 -5% (28)
SEK -GPB +5% 750 -5% (750)

Impact on other comprehensive income FXrate Total FXrate Total
(on foreign entities translation) increase financial impact decrease financial impact
PLN —-SEK +5% 5319 -5% (5319)
PLN-USD +5% 911 -5% 911)

38.3. COMMODITY PRICES RISK

THE GROUP IS EXPOSED TO THE RISK OF DROP IN SELLING PRICE DUE TO HIGHER MARKET COMPETITION AND DUE TO THE RISK OF
INCREASE OF RAW MATERIALS PRICES BECAUSE OF RESTRICTED ACCESS TO COMMODITIES ON THE MARKET.

38.4. CREDIT RISK

THE GROUP TRADES ONLY WITH RECOGNISED, CREDITWORTHY RECOVERABLE.
THIRD PARTIES WITH GOOD CREDIBILTY. IT IS THE GROUP's

WITH RESPECT TO CREDIT RISK ARISING FROM THE OTHER
POLICY THAT ALL CUSTOMERS WHO WISH TO TRADE ON CREDIT

FINANCIAL ASSETS OF THE GROUP, WHICH COMPRISE CASH AND
TERMS ARE SUBJECT TO CREDIT VERIFICATION PROCEDURES. IN

CASH EQUIVALENTS AND AVAILABLE-FOR-SALE FINANCIAL ASSETS
ADDITION, RECEIVABLE BALANCES ARE MONITORED ON AN '
THE GROUP'S EXPOSURE TO CREDIT RISK ARISES FROM DEFAULT

OF THE COUNTER PARTY, WITH A MAXIMUM EXPOSURE EQUAL TO
THE CARRYING AMOUNT OF THESE INSTRUMENTS. THERE ARE NO

ONGOING BASIS WITH THE RESULT THAT THE GROUP'S EXPOSURE
TO BAD DEBTS IS NOT SIGNIFICANT. THE GROUP ASSESSES AND

RECOGNIZES ALL RECEIVABLES WHICH ARE NOT OVERDUE AND
SIGNIFICANT CONCENTRATIONS OF CREDIT RISK WITHIN THE

WHICH ARE NOT SUBJECT TO IMPAIRMENT WRITE-DOWNS AS GRoOUP

38.5. LIQUIDITY RISK

THE GROUP MONITORS ITS RISK TO A SHORTAGE OF FUNDS USING
A RECURRING LIQUIDITY PLANNING TOOL. THIS TOOL CONSIDERS
THE MATURITY OF BOTH ITS FINANCIAL INVESTMENTS AND
FINANCIAL ASSETS (E.G. ACCOUNTS

RECEIVABLES, OTHER

FINANCIAL ASSETS) AND PROJECTED CASH FLOWS FROM

OPERATIONS.

THE GROUP'S OBJECTIVE IS TO MAINTAIN A BALANCE BETWEEN

CONTINUITY OF FUNDING AND FLEXIBILITY THROUGH THE USE OF
VARIOUS SOURCES OF FINANCING, SUCH AS BANK OVERDRAFTS,
BANK LOANS, FINANCE LEASES AND HIRE PURCHASE CONTRACTS.

THE TABLE BELOW SUMMARISES THE MATURITY PROFILE OF THE
GROUP’S FINANCIAL LIABILITIES AS ON 31ST DECEMBER 2011,
31ST DECEMBER 2010 AND 31ST DECEMBER 2009 BASED ON
CONTRACTUAL UNDISCOUNTED PAYMENTS.
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I icvidity risk

Less than Over
As at 31 December 2011 On demand 3 months 3-12 months 1-5 years 5 years Total
Interest bearing loans, borrowin 2261 9436 42 085 342046 - 395828
Financial leasing - 1505 6688 11243 30092 49528
Trade and other payables 2652 394 884 30268 3774 2682 434 261
4914 405 826 79 041 357 063 32774 879618

Less than Over
As at 31 December 2010 On demand 3 months 3-12 months 1-5 years 5 years Total
Interest bearing loans, borrowin 2063 103419 202176 215297 - 522 955
Financial leasing - 1578 6994 15379 28 531 52482
Trade and other payables 2704 352 056 3004 - 2929 360693
4767 457 053 212174 230676 31460 936 130

Less than Over
As at 31 December 2009 On demand 3 months 3-12 months 1-5 years 5 years Total
Interest bearing loans, borrowin - 6488 19 359 215867 - 241714
Financial leasing - 751 4904 11251 - 16 906
Trade and other payables - 166 451 1746 - - 168 197
- 173690 26 009 227 118 - 426 817

39. FINANCIAL INSTRUMENTS

THE GROUP HAS THE FOLLOWING FINANCIAL INSTRUMENTS: CASH ON HAND AND CASH IN BANK, LOANS AND BORROWINGS, ISSUED
BONDS, RECEIVABLES AND LIABILITIES, AS WELL AS CURRENCY FORWARD CONTRACT AND ELECTRICITY PURCHASE CONTRACT.

39.1. FAIR VALUES OF EACH CLASS OF FINANCIAL INSTRUMENTS

DUE TO THE FACT THAT THE CARRYING AMOUNTS OF FINANCIAL INSTRUMENTS DO NOT MATERIALLY DIFFER FROM THEIR FAIR VALUES, THE
TABLE BELOW SHOWS ALL FINANCIAL INSTRUMENTS IN THEIR BALANCE SHEET AMOUNTS, DIVIDED BY CLASS AND CATEGORY OF FINANCIAL
ASSETS AND LIABILITIES.
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Fair value by specification of financial instruments class

Book value Fair value
As at As at As at
Category As at 31 31 31 As at As at
complaint 31 December December December December 31 December 31 December
with IAS 39 2011 2010 2009 2011 2010 2009
Financial Assets
Granted loans L&R - 20600 20000 - 20600 20000
Trade and other receivables L&R 271110 242622 214 873 271110 242622 214 873
Hedging instruments 1692 11917 1388 1692 11917 1388
L&R 791 960 919
Cther financial assets (excluding loans and hedgin 919 791 960
Cash and cash equivalents FVTPL 166 299 179 402 140 115 166 299 179 402 140 115
Financial Liabilities
Interest bearing bank loans and borrowings OFL 384 504 222 326 296 522
therein: 296 522 384 504 222 326
- long-term interest-bearing with variable OFL 317 262 73134 211495 317 262 73134 211495
- other short-term OFL 67 242 223388 10831 67 242 223388 10831
agreement 49528 16 160 51594
with purchase option, therein: 51594 49528 16 160
-long-term 41 541 43681 10 965 41541 43681 10 965
- short-term 7987 7913 5195 7987 7913 5195
Trade and other financial payables 384 468 349338 154 515 384 468 349 338 154 515
Hedging instruments OFL 7028 373 o 7028 373 -
Debt securities, therein: OFL 206 014 188 294 - 206 014 188 294 -
- long-term Coupon bonds OFL 199 814 119571 - 199 814 119571 -
- short-term Zero-Coupon bonds OFL 6200 68 723 - 6200 68 723 -

* DERIVATIVE HEDGING INSTRUMENTS COMPLYING TO HEDGING PRINCIPLES

ABBREVIATIONS USED:

HT™M — FINANCIAL ASSETS HELD TO MATURITY,

FVTPL — FINANCIAL ASSETS/ FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS,
L&R — LOANS AND RECEIVABLES,

AFS — AVAILABLE-FOR-SALE ASSETS,

OFL — OTHER FINANCIAL LIABILITIES MEASURED AT AMORTISED COST.

As ON 31ST DECEMBER 2011 AND AS ON 31ST DECEMBER 2010, 31ST DECEMBER 2009, THE GROUP HAD THE FOLLOWING FINANCIAL
INSTRUMENTS EVALUATED AT FAIR VALUE:
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PLN thousand

Level Level Level
31 December
2011 1 2 3
Financial assets valued at a fair value through financial result
Derivative instruments - 1692 -
Financial liabilities valued at a fair value through financial result
Derivative instruments 8189
Level Level Level
31 December
2010 1 2 3
Financial assets valued at a fair value through financial result
Derivative instruments - 11917 -
Financial liabilities valued at afair value through financial result - 373 -
Derivative instruments
Level Level Level
31 December
2009 1 2 3
Financial assets valued at a fair value through financial result
Derivative instruments - 1388 -

Financial liabilities valued at a fair value through financial result
Derivative instruments

39.2. INTEREST RATE RISK

THE FOLLOWING TABLE SETS OUT THE CARRYING AMOUNT, BY MATURITY, OF THE GROUP'S FINANCIAL INSTRUMENTS THAT ARE EXPOSED

TO INTEREST RATE RISK:
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PLN thousand

31 December 2011

Floating rate <fyear 1-2years 2-3years 3-4years 4-5years >5years Total
Other financial liabilities

Obligations under finance lease and

hire purchase contracts 7987 2743 2767 2833 2900 30298 49 528
Loans, borrowings and bonds:

Bonds in Bank BRE 6200 199814 - - - - 206014
PLN bank loan in Bank Polska Kasa Opieki S.A. (A2) 2306 2320 5601 - - - 10 227
PLN bank loan in Bank Polska Kasa Opieki S.A. (B) 11403 9833 - - - - 21236
EUR bank loan in Bank Polska Kasa Opieki S.A. (A2) 3362 3361 7185 - - - 13908
EUR bank loan in Bank Polska Kasa Opieki S.A. (B) - 48 539 31973 - - - 80512
EUR bank loan in Bank Polska Kasa Opieki S.A. (A3) 10 901 8635 - - - - 19 536
PLN bank loan in Bank Polska Kasa Opieki S.A. (C, overdraft) 20751 - - - - - 20751
SEK bank loan in Bank Svenska Handelsbanken 12320 - - - - - 12320
Sum loans and borrowers 67242 272502 44759 - - - 384503
TOTAL 75229 275245 47 526 2833 2900 30298 434032
31 December 2010

Floating rate <fyear 1-2years 2-3years 3-4years 4-5years >5years Total
Other financial liabilities

Obligations under finance lease and

hire purchase contracts 7913 7688 2425 2482 2536 28 550 51 5%
Loans and borrowers:

Bonds in Bank BRE 68723 - 119571 - - - 188294
PLN bank loan in Bank Polska Kasa Opieki S.A. (A2) 1398 2298 2314 5598 - - 11608
PLN bank loan in Bank Polska Kasa Opieki S.A. (B) 27 318 - - - - - 27 318
EUR bank loan in Bank Polska Kasa Opieki S.A. (A2) 5769 8906 8906 19 545 - - 43126
EUR bank loan in Bank Polska Kasa Opieki S.A. (B) 72 874 - - - - - 72 874
EUR bank loan in Bank Polska Kasa Opieki S.A. (A3) 9810 7746 7738 - - - 25294
SEK bank loan in Bank Polska Kasa Opieki S.A. (A2) 1562 2 366 2 366 5351 - - 11645
PLN bank loan in Bank Polska Kasa Opieki S.A. (C, overdraft) 41260 - - - - - 41260
SEK bank loan in Bank Svenska Handelsbanken 22 075 - - - - - 22075
EUR bank loan in Bank Hy poVereinsbank 9525 - - - - - 9525
SEK bank loan in Accent Equity 31792 - - - - - 31792
Sum loans and borrowers 292 106 21316 140 8% 30 495 - - 484811
TOTAL 300019 29004 143319 32977 2536 28550 536405
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31 December 2009

Floating rate <fyear 1-2years 2-3years 3-4years 4-5years >5years Total
Other financial liabilities
Obligations under finance lease and
hire purchase contracts 5195 5582 5383 - - - 16 160
Loans and borrowers:
Bonds in Bank BRE 20 000 - - - - - 20 000
PLN bank loan in Bank Polska Kasa Opieki S.A. (A2) 1401 844 2307 2322 5603 - 12 477
PLN bank loan in Bank Polska Kasa Opieki S.A. (B) - 27600 - - - - 27 600
EUR bank loan in Bank Polska Kasa Opieki S.A. (A2) 5997 5980 9254 9254 21247 - 51732
EUR bank loan in Bank Polska Kasa Opieki S.A. (B) 75 5% - - - - 75 5%
EUR bank loan in Bank Polska Kasa Opieki S.A. (A3) 8036 8036 8 036 8027 - - 32134
SEK bank loan in Bank Polska Kasa Opieki S.A. (A2) 1415 1405 2144 2143 4848 - 11955
Sum loans and borrowers 36849 119461 21740 21747 31697 - 23149
TOTAL 42044 125043 27123 21747 31697 - 247655

39.3. HEDGE ACCOUNTING

As ON 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST ELECTRICITY.

DECEMBER 2009 THE GROUP USED CASH FLOW HEDGE

n IN DECEMBER 2006 ARCTIC PAPER GRYCKSBO

ACCOUNTING FOR THE FOLLOWING HEDGING RELATIONS:

[ ON 11TH DECEMBER 2009 ARCTIC PAPER KOSTRZYN
S.A. DESIGNATED FOR CASH FLOW HEDGE ACCOUNTING THE FX
FORWARD DERIVATIVES HEDGING PART OF THE PROCEEDS IN EUR
RELATED TO EXPORT SALES;

[ ON 1ST OCTOBER 2009 ARCTIC PAPER MUNKEDALS AB
DESIGNATED FOR CASH FLOW HEDGE ACCOUNTING THE FORWARD
ELECTRICITY DERIVATIVES HEDGING THE FUTURE PURCHASES OF

39.3.1. CASH FLOW HEDGE ACCOUNTING

As ON 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST
DECEMBER 2009, THE GROUP HELD FX FORWARD CONTRACT AND
FORWARD CONTRACT TO PURCHASE ELECTRICITY, AS CASH FLOW
HEDGE INSTRUMENTS.

DECIGNATED FOR THE CASH FLOW HEDGE ACCOUNTING THE
FORWARD ELECTRICITY DERIVATIVES HEDGING THE FUTURE
PURCHASES OF ELECTRICITY.

n ON 27TH MAY 2010 ARcTIC PAPER GRYCKSBO AB
DESIGNATED FOR CASH FLOW HEDGE ACCOUNTING THE FX
FORWARD DERIVATIVES AIMED AT SECURING FOREIGN CURRENCY
PORTION OF THE PROCEEDS FROM THE SEK RELATED TO EXPORT
SALES.

THE HEDGING RELATIONSHIP IN THE CASH FLOW HEDGE
ACCOUNTING ON THE CURRENCY TRADING WITH THE USE OF FX
FORWARD

THE TABLE BELOW PRESENTS DETAILED INFORMATION CONCERNING THE HEDGING RELATIONSHIP IN THE CASH FLOW HEDGE ACCOUNTING

ON THE SALES EUR/USD:
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Hedge accounting - FX forward transaction

Hedge type Hedging the cash flow variations related to the planned sales in foreign currencies

Hedged item is part of the future highly probably cash flows resulting from export

Hedge item
sales

Hedging instruments are FX forward transactions in which the Company commits

Hedging inst t
edging instruments to sell EUR for USD

Forward contract parameters

Trade date 11.4.2011

Delivery date depending on the contract, since 27.01.2012 till 29.03.2012
Hedged amount 7.5 min EUR

Forward ratio from 1.4175to 1.4215

THE TABLE BELOW PRESENTS DETAILED INFORMATION CONCERNING THE HEDGING RELATIONSHIP IN THE CASH FLOW HEDGE ACCOUNTING
ON THE SALES EUR/USD:

Hedge accounting - FX forward transaction

Hedge type Hedging the cash flow variations related to the planned sales in foreign currencies
Hedged item is part of the future highly probably cash flows resulting from export
Hedge item saleg P gnye y ¢ P

Hedging instruments are FX forward transactions in which the Company commits

Hedaing i
ledging instruments to sell GBP for SEK

Forward contract parameters

Trade date 15.9.2011

Delivery date depending on the contract, since 30.03.2012 till 31.08.2012
Hedged amount 15.0 min EUR

Forward ratio from 4.369 to 4.3957

THE HEDGING RELATIONSHIP IN THE CASH FLOW HEDGE ACCOUNTING ON THE ELECTRICITY PURCHASE WITH THE USE
OF FORWARD TRANSACTIONS

THE TABLE BELOW PRESENTS DETAILED INFORMATION CONCERNING THE HEDGING RELATIONSHIP IN THE CASH FLOW HEDGE ACCOUNTING
ON THE ELECTRICITY PURCHASE WITH THE USE OF FORWARD TRANSACTIONS:
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Hedge accounting - electricity purchases

Hedge type Hedging the cash flow variations related to electricity purchases

Hedged item is part of the future highly probably cash flows resulting from

Hedge item -
electricity purchases

Hedging instruments are forward transactions for electricity purchases on the

Hedging instruments
Nord Pool Stock Exchange

Forward contract parameters

Trade date depending on the contract, since 01.12.2006
Delivery date depending on the contract, untill 31.12.2014
Hedged amount 392.568 MWh

Forward price from 35.75 to 48,80 EUR/ MWh

THE TABLE BELOW PRESENTS THE FAIR VALUE OF HEDGING DERIVATIVES IN THE CASH FLOW HEDGE ACCOUNTING AS ON 31ST DECEMBER
2011 AND THE COMPARATIVE DATA:

I Hedge accounting

As at 31 December 2011 As at 31 December 2010 As at 31 December 2009

(audited) (audited) (audited) (audited) (audited) (audited)

Assets Liabilities Assets Liabilities Assets Liabilities

FX forward 1692 - 306 373 104 -
Electricity forward - 8189 11611 - 1770 -
Total hedging derivatives 1692 8189 11917 373 1874 -

THE TABLE BELOW PRESENTS THE NOMINAL VALUE OF HEDGING DERIVATIVES AS ON 31ST DECEMBER 2011:

Hedge accounting - nominal value of hedging derivatives as at 31 December 2011

Up to 1 1to 3 3 monthsto 1to5 years Over 5 Total
month months 1 year years
FX forward:
Currency purchased (in USD thousand) 3554 7093 - - 10 647
Currency sold (in EUR thousand) 2500 5000 - - 7 500
Currency purchased (in SEK thousand) - 65744 - - 65 744
Currency sold (in GBP thousand) - - 15000 - - 15000
Electricity forward: -
Electricity purchased (in PLN thousand) 1377 7 835 28 211 40 601 - 78 023

THE TABLE BELOW PRESENTS CASH FLOW HEDGE ACCOUNTING AMOUNTS WHICH WERE RECOGNIZED BY THE GROUP IN 2011 IN THE
PROFIT AND LOSS ACCOUNT AND IN COMPREHENSIVE INCOME STATEMENT:
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Year ended
31 December 2011
(audited)

Revaluation reserve capital as at 31 December 2011 - revaluation to fair value of
hedging derivatives on account of the hedged risk, corresponding to the effective

hedging (9429)

Inefective part of the revaluation to fair value of hedging derrivatives on account
of the hedged risk, captured in financial income or expenses

Period, in which the hedged cash flows are expected to occur 31 December 2011 - 31 December 2014

THE TABLE BELOW PRESENTS CHANGES IN THE REVALUATION RESERVE CAPITAL ON ACCOUNT OF CASH FLOW HEDGE ACCOUNTING IN 2011:

Year ended
31 December 2011
(audited)
Revaluation reserve capital as at 1 January 2011 9217
Deferral of revaluation to fair value of hedging derivatives on account of the hedged risk,
corresponding to the effective hedge (18 646)
Amount of the deferred revaluation to fair value of hedging derivatives on account of the
hedged risk, removed from revaluation reserve capital and transferred to financial
income or expenses -
Revaluation reserve capital as ast 31 December 2011 (9429)
40. CAPITAL MANAGEMENT
THE PRIMARY OBJECTIVE OF THE GROUP’S CAPITAL MANAGEMENT POLICIES OR PROCESSES DURING THE YEARS ENDED 31ST

IS TO ENSURE THAT IT MAINTAINS A STRONG CREDIT RATING AND DECEMBER 2011 AND 31ST DECEMBER 2010.

HEALTHY CAPITAL RATIOS IN ORDER TO SUPPORT ITS BUSINESS
THE GROUP MONITORS CAPITAL USING A GEARING RATIO, WHICH

AND MAXIMISE SHAREHOLDER VALUE.
IS NET DEBT DIVIDED BY TOTAL CAPITAL PLUS NET DEBT. THE

THE GROUP MANAGES ITS CAPITAL STRUCTURE AND MAKES GROUP’S POLICY IS TO KEEP THE GEARING RATIO BETWEEN 10%
ADJUSTMENTS TO IT, IN LIGHT OF CHANGES IN ECONOMIC AND 30%. THE GROUP INCLUDES WITHIN NET DEBT, INTEREST
CONDITIONS. TO MAINTAIN OR ADJUST THE CAPITAL STRUCTURE, BEARING LOANS AND BORROWINGS, TRADE AND OTHER
THE GROUP MAY ADJUST THE DIVIDEND PAYMENT TO PAYABLES, LESS CASH AND CASH EQUIVALENTS, EXCLUDING
SHAREHOLDERS, RETURN CAPITAL TO SHAREHOLDERS OR ISSUE DISCONTINUED OPERATIONS.

NEW SHARES. NO CHANGES WERE MADE IN THE OBJECTIVES,
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As at As at As at

31 December 2011 31 December 2010 31 December 2009

Arctic Paper S.A. Group (audited) (audited) (audited)
Interest bearing loans, borrowings and bonds 489 164 539 590 238 487
Trade and other payables 403 057 365 082 168 197
Less cash and short term deposits (166 299) (179 402) (140 115)
Net debts 725923 725270 266 569
Equity 675 561 667 943 618 035
Capital and net debt 1401483 1393213 884 604
Gearing ratio 0,52 0,52 0,30

AGREEMENT OF FINANCIAL LEASING

41. EMPLOYMENT STRUCTURE

WAS AS FOLLOWS:

COMPARED TO FINANCIAL STATEMENTS FOR YEAR 2010, THERE WAS NO SIGNIFICANT CHANGE OF GEARING RATIO.
IN 2010 COMPARED TO 2009 FINANCIAL STATEMENT FOR 2009 THERE WAS A SIGNIFICANT CHANGE OF LEVERAGE RATIO.

IN 2010 LEVERAGE RATIO REPRESENTED 52% (2009: 30%). THIS INCREASE IS RELATED TO THE ISSUANCE OF BONDS WHICH TOOK PLACE
IN FEBRUARY 21, ENTERED INTO AN OVERDRAFT IN ARCTIC PAPER KOSTRZYN S.A. AS WELL AS EXCLUSION FROM MARCH 2010 ARCTIC
PAPER GRYCKSBO AND ASSUMPTION OF LIABILITIES BY THE GROUP. IN APRIL 2010 ARCTIC PAPER GRYCKSBO AB SIGNED ALSO A

THE AVERAGE EMPLOYMENT IN THE GROUP IN THE YEARS ENDED 31ST DECEMBER 2011, 31ST DECEMBER 2010 AND 31ST DECEMBER 2009

ARCTIC PAPER KOSTRZYN S.A., ARCTIC PAPER MUNKEDALS AB,

ARCTIC PAPER GRYCkSBO AB AND ARCTIC PAPER

MOCHENWANGEN GMBH ARE ALL PART OF THE EUROPEAN UNION
EmIiSSION TRADING SCHEME. THE CURRENT TRADING PERIOD

As at As at As at

31 December 2011 31 December 2010 31 December 2009

(audited) (audited) (audited)

Management Board of the parent entity 3 3 3

Management Boards of subsidiary companies 23 25 27

Administration department 148 150 117

Sales department 192 199 169

Production department 1090 1081 690

Other 141 138 135

Total 1597 1596 1141
2. CO2 EMISSION RIGHTS

LASTS FROM 1ST JANUARY 2008 TO 31ST DECEMBER 2012. THE
TABLES BELOW SPECIFY THE ALLOCATION AND USAGE OF
EMISSION RIGHTS BY EACH OF THE FOUR ENTITIES.
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CO2 Emission rights

(in tonnes) for Arctic Paper Kostrzyn S.A. 2008 2009 2010 2011 2012
Amount granted 208 448 208 448 208 448 208 448 208 448
Amount unused from previous years - 98 511 115 865 183 411 261812
Amount used 109 643 131 094 143 659 136 564 -
Amount purchased - 14 000 47 800 21000 -
Amount sold - 74 000 45043 14 483 -
Amount unused 98 511 115 865 183 411 261812 -
(in tonnes) for Arctic Paper Munkedals AB 2008 2009 2010 2011 2012
Amount granted 14 011 14 011 14 011 14011 14 011
Amount unused from previous years - - - -

Amount used 28 243 38 066 42775 37 422 -
Amount purchased - 7400 19200 17 700 -
Amount sold - - 11 940 - -
Amount unused (14 232) (16 655) (21 504) 5711)

(in tonnes) for Arctic Paper Mochenwangen 2008 2009 2010 2011 2012
Amount granted 118 991 118 991 118 991 118 991 118 991
Amount unused from previous years - 6448 - 9152 (110 424)
Amount used 112 543 105 587 109 839 109 142 -
Amount purchased 100 000 - - 9142 -
Amount sold 100 180 19 500 - 138 567 -
Amount unused 6448 - 9152 (110 424) -
(in tonnes) dla Arctic Paper Grycksbo AB 2010 2011 2012
Amount granted 69 411* 69 411 69 411
Amount unused from previous years - 11 422
Amount used - - -
Amount purchased - - -
Amount sold 69 400 69 000 -
Amount unused 11 422 -

* at purchase date

ON 1ST DECEMBER 2008 ARTIC PAPER MOCHENWANGEN GMBH
(AP MW) CARRIED OUT A SWAP OF CERTIFIED EMISSION
RepucTioNs (CERS) IN EXCHANGE OF EUROPEAN UNION
EmissioN ALLOWANCES (EUAS). IN THIS swAP, AP MW RECEIVED
100,000 CERs AND EUR 776 THOUSAND IN CASH IN EXCHANGE
OF 100,000 EUAS WHICH WERE RECEIVED (GRANTED) FROM THE
GOVERNMENT.

ON 15T DECEMBER 2008 AP MW soLD 100,000 CERS RECEIVED
IN THE TRANSACTION DESCRIBED ABOVE TO A BANK (BAYERISCHE
Hypo- UND VEREINSBANK AG, MunicH) ForR EUR 2,200
THOUSAND. AP MW 1S OBLIGED TO REPURCHASE 100,000 CERs
ON 30TH MARCH 2011 AT EUR 2,430 THOUSAND (MATURITY
SWAP CER/CER). SINCE AP MW 1s OBLIGED TO REPURCHASE
100.000 CERS FOR A FIXED PRICE THERE HAS BEEN NO
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TRANSFER OF RISKS AND REWARDS OF OWNERSHIP OF THE CERS
TO THE BANK. DUE TO THIS FACT AP MW HAS NOT RECOGNIZED
THE REVENUE FROM THE SALE (IAS 18.14). THE CASH RECEIVED
(EUR 2,200 THOUSAND) WAS RECORDED AS A NON-CURRENT
INTEREST BEARING LOAN. THE 100.000 CERS ARE RECOGNISED
AS INTANGIBLE ASSETS AT COST (FAIR VALUE OF THE CERs AT
DATE OF TRANSACTION). DURING 2011 AP MW REPURCHASED
AND SOLD 100,000 CERs.

43. COGENERATION CERTIFICATES

BASED ON THE PROVISIONS OF ARTICLE 91 PARAGRAPH 1 POINT 1
OF THE ACT DATED 10TH APRIL 1997, ENERGY LAW, THE COMAPNY
OBTAINED PROPERTY RIGHTS TO THE CERTIFICATES OF ORIGIN
BEING THE CONFIRMATION OF THE AMOUNT OF ENERGY
PRODUCED IN THE HEAVY DUTY (HIGH PERFORMANCE)

COGENERATION UNIT USING THE GAS FUELS.

THE CHANGE IN LAW SINCE 10TH SEPTEMBER 2011 MODIFIED THE
SUBJECT OF GRANTING THE CERTIFICATES FOR ELECTRICITY
PRODUCED FROM PURCHASED HEAT AND FROM GAS.

BEFORE THE CHANGES WERE INTRODUCED FOR THE TOTAL
ENERGY PRODUCED YELLOW CERTIFICATES HAD BEEN GRANTED.
AFTER THE CHANGE, YELLOW CERTIFICATES ARE ONLY FOR
ELECTRICITY PRODUCED FROM GAS, WHILE FOR ELECTRICITY
PRODUCED FROM PURCHASED HEAT RED CERTIFICATES ARE BEING
GRANTED.

L. GOVERNMENT GRANTS AND SUBSIDIES

As A CONSEQUENCE OF RECOGNITION OF EMISSION RIGHTS
GRANTED TO MOCHENWANGEN AS A RESULT OF PURCHASE PRICE
ALLOCATION, AS ON 31ST DECEMBER 2008 THE GROUP
RECOGNIZED PROVISION FOR ACTUAL CONSUMPTION OF CO2 IN
THE AMOUNT OF PLN 7,706 THOUSAND. PROVISION AS ON 31ST
DECEMBER 2011 AMOUNTED TO PLN 7,858 THOUSAND
COMPARED TO PLN 6,922 THOUSAND AS ON 31ST DECEMBER
2010.

DUE TO PRODUCING ELECTRIC ENERGY IN COGENERATION, IN
2011 THE GROUP RECEIVED THE RIGHTS IN THE AMOUNT OF:
YELLOW CERTIFICATES KWH 154,604,654 AND RED CERTIFICATES
70,578,470 KWH (IN 2010 KWH 219,420,350, (IN 2009 KWH
177,534,396). IN 2011, REVENUES FROM SALE OF COGENERATION
CERTIFICATES AMOUNTED TO PLN 19,143 THOUSAND (IN 2010
PLN 26,890 THOUSAND, (IN 2009 PLN 21,722 THOUSAND). THE
CERTIFICATES OF COGENERATION CORRESPONDING TO THE
ENERGY PRODUCED ARE RECOGNIZED AS REDUCTION OF COST OF
SALES IN THE INCOME STATEMENT.

THE CHANGES IN LAW MAY CAUSE THE CERTIFICATES ORIGINALLY
RECOGNIZED AND VALUED AS YELLOW TO BE ACCOUNTED AS RED
CERTIFICATES OF LESSER VALUE.

FOR THAT RESON, THE COMPANY MADE ACCRUALS (LIABILITIES)
IN PROPER AMOUNT.

44.1. SUBSIDY FROM THE EKOFUNDUSZ FOUNDATION

ON 6TH JuLy 2006 THE COMPANY SIGNED AN AGREEMENT WITH
EKOFUNDUSZ FOUNDATION FOR FINANCIAL SUPPORT IN THE
SCOPE OF ECO-CONVERSION OF POLISH DEBT THAT IS FUNDS
ASSIGNED FOR THE PROJECTS IN THE FIELD OF NATURAL
ENVIRONMENT PROTECTION REALIZED AS PART OF FOREIGN DEBT
CONVERSION, IN ACCORDANCE WITH THE AGREEMENT
CONCERNING REDUCTION AND RESTRUCTURING OF DEBT OF THE
REPUBLIC OF POLAND. OUT OF THIS AGREEMENT, THE COMPANY
RECEIVED PLN 7,482 THOUSAND FOR THE PROJECT:
,»CONSTRUCTION OF NATURAL GAS COMBINED HEAT AND POWER
PLANT IN ARCTIC PAPER KOSTRZYN S.A.”. As ON THE DATE OF
THE PREPARATION OF THESE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS, THE CONSTRUCTION OF THE NEW HEAT
POWER PLANT HAS BEEN COMPLETED AND THE COMPANY USES

THE FACILITY FOR ITS BUSINESS OPERATION.

THE TRANSFER OF THE FUNDS TO THE COMPANY’S ACCOUNT WAS
AS FOLLOWS: PLN 1,401 THOUSAND ON 1ST AUGUST 2006, PLN
3,705 THOUSAND ON 3RD NOVEMBER 2006, PLN 2,375
THOUSAND ON 20TH DECEMBER 2006. THE FINANCIAL SUPPORT
WAS GRANTED TO THE COMPANY AND THE COMPANY COMMITTED
TO COMPLY WITH THE SPECIFIC CONDITIONS, THE REALIZATION
OF WHICH MAY BE SUBJECT TO CONTROL, WITHIN 3 YEARS OF
HANDING THE PROJECT OVER FOR USE, BY APPROPRIATE
AUTHORITIES AUTHORIZED TO ISSUE A DECISION UNDER WHICH
THE SUBSIDY GRANTED AND RECEIVED MAY HAVE TO BE
RETURNED TOGETHER WITH INTEREST.

ON 2ND OCTOBER 2008 THE COMPANY SIGNED AN AGREEMENT
WITH EKOFUNDUSZ FOUNDATION FOR FINANCIAL SUPPORT IN THE
SCOPE OF ECO-CONVERSION OF POLISH DEBT THAT IS FUNDS
ASSIGNED FOR THE PROJECTS IN THE FIELD OF NATURAL
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ENVIRONMENT PROTECTION REALIZED AS PART OF FOREIGN DEBT

CONVERSION, IN ACCORDANCE WITH THE AGREEMENT
CONCERNING REDUCTION AND RESTRUCTURING OF DEBT OF THE
REPUBLIC OF POLAND. BY THE POWER OF THE AGREEMENT, THE
COMPANY RECEIVED PLN 17,643 THOUSAND FOR THE PROJECT
“CONSTRUCTION OF NATURAL GAS COMBINED HEAT AND POWER
PLANT IN ARCTIC PAPER KOSTRZYN S.A.”. AS ON THE DATE OF
THE PREPARATION OF THESE CONSOLIDATED FINANCIAL
STATEMENTS, THE CONSTRUCTION OF THE NEW POWER PLANT HAS
BEEN COMPLETED AND THE COMPANY USES THE FACILITY FOR ITS

BUSINESS OPERATION.

THE TRANSFER OF THE FUNDS TO THE GROUP’S ACCOUNT WAS AS
FoLLows: PLN 1,176 THOUSAND ON 15TH OCTOBER 2008, PLN

856 THOUSAND ON 13TH NOVEMBER 2008, PLN 6,307
THOUSAND ON 30TH DECEMBER 2008, PLN 3,850 THOUSAND
ON 25TH MARCH 2009 AND PLN 4,383 THOUSAND ON 11TH MAY
2009, PLN 1,072 THOUSAND ON 15TH OCTOBER 2009. THE
FINANCIAL SUPPORT WAS GRANTED TO THE COMPANY AND THE
COMPANY COMMITTED TO COMPLY WITH THE SPECIFIC
CONDITIONS, THE REALIZATION OF WHICH MAY BE SUBJECT TO
CONTROL, WITHIN 3 YEARS OF HANDING THE PROJECT OVER FOR
USE, BY APPROPRIATE AUTHORITIES AUTHORIZED TO ISSUE A
DECISION UNDER WHICH THE SUBSIDY GRANTED AND RECEIVED
MAY HAVE TO BE RETURNED TOGETHER WITH INTEREST.

IN 2011 THE COMPANIES OF THE GROUP HAVE NOT RECEIVED ANY
GRANTS OR SUBSIDIES.

44.2. OPERATIONS IN THE SPECIAL ECONOMIC ZONE

ARCTIC PAPER KOSTRZYN S.A. OPERATES IN THE KOSTRZYNSKO-
StUBICKA SPECIAL ECONOMIC ZONE (THE ,,KSSSE”) AND BASED
ON THE PERMISSION ISSUED BY THE KOSTRZYNSKO — StUBICKA
SPECIAL ECONOMIC ZONE S.A. BENEFITS FROM THE CORPORATE
INCOME TAX RELIEF AS REGARDS THE ACTIVITIES CARRIED OUT IN
THE KSSSE. THE TAX EXEMPTION IS OF CONDITIONAL NATURE.
THE PROVISIONS OF THE ACT ON SPECIAL ECONOMIC ZONES
PROVIDE THAT ARCTIC PAPER KOSTRZYN S.A. LOSES ITS TAX
RELIEF IF AT LEAST ONE OF THE FOLLOWING OCCURS:

[ ARCTIC PAPER KOSTRZYN S.A. CEASES TO CONDUCT
BUSINESS OPERATIONS IN THE KSSSE FOR WHICH IT OBTAINED
THE PERMISSION,

u IT VIOLATES THE CONDITIONS OF THE PERMISSION,

L} IT DOES NOT REMOVE ERRORS/ IRREGULARITIES
IDENTIFIED DURING THE COURSE OF CONTROL WITHIN THE
PERIOD OF TIME SPECIFIED IN THE ORDER ISSUED BY
APPROPRIATE MINISTER FOR ECONOMIC AFFAIRS,

u IT TRANSFERS, IN ANY FORM, THE OWNERSHIP RIGHT TO
ASSETS TO WHICH THE INVESTMENT TAX RELIEF RELATED WITHIN
THE PERIOD SHORTER THAN 5 YEARS OF INTRODUCING THOSE
ASSETS TO THE FIXED ASSETS REGISTER,

n IF THE MACHINES AND EQUIPMENT IS TRANSFERRED TO
CONDUCT BUSINESS ACTIVITIES OUTSIDE THE KSSSE,

n IF  ARCTIC PAPER KOSTRZYN S.A. RECEIVES
COMPENSATION, IN ANY FORM, OF THE INVESTMENT
EXPENDITURE INCURRED,

[ ] IF ARCTIC PAPER KOSTRZYN S.A. GOES INTO

LIQUIDATION OR IF IT PETITIONED FOR BANKRUPTCY.

BASED ON THE PERMIT ISSUED ON 25TH AUGUST 2006, ARCTIC
PAPER KOSTRZYN S.A. MAY BENEFIT FROM EXEMPTION TO 15TH
NOVEMBER 2017.

THE PRE-REQUISITE CONDITION FOR THIS TAX RELIEF IS THAT
APPROPRIATE INVESTMENT EXPENDITURE IS MADE IN THE SPECIAL
ECONOMIC ZONE WITHIN THE MEANING OF § 6 OF THE DECREE
OF THE COUNCIL OF MINISTER DATED 14TH SEPTEMBER 2004
CONCERNING KOSTRZYNSKO - StUBICKA SPECIAL ECONOMIC
ZONE, BEING THE BASIS FOR THE CALCULATION OF PUBLIC
ASSISTANCE IN ACCORDANCE WITH § 3 DECREE WITH A VALUE
EXCEEDING EUR 40,000,000 TO 31ST DECEMBER 2013
CALCULATED USING THE AVERAGE EUR ANNOUNCED BY THE
PRESIDENT OF THE NATIONAL BANK OF POLAND AS PREVAILING
ON THE DATE THE EXPENDITURE IS MADE. CREATION IN THE
TERRITORY OF THE KSSSE OF AT LEAST 5 NEW WORKPLACES
WITHIN THE MEANING OF § 3 PARAGRAPH 3 AND PARAGRAPH 6 OF
THE DECREE BY 31ST DECEMBER 2011 AND MAINTAINING THE
EMPLOYMENT LEVEL AT 453 PEOPLE DURING THE PERIOD FROM
1ST JANUARY 2012 TO 31ST DECEMBER 2013.

THE CONDITIONS OF THE EXEMPTION HAVE NOT CHANGED IN THE
REPORTING PERIOD. THE GROUP WAS NOT A SUBJECT TO ANY
INSPECTION BY THE KSSSE AUTHORITIES.

DURING THE PERIOD FROM 25TH AUGUST 2006 TO 31ST
DECEMBER 2011, ARCTIC PAPER KOSTRZYN S.A. INCURRED
CAPITAL EXPENDITURE CLASSIFIED AS EXPENDITURE OF THE
KSSSE IN THE AMOUNT OF PLN 182,427 THOUSAND. DURING
THIS PERIOD, THE AMOUNT OF PUBLIC ASSISTANCE USED WAS
PLN 44,718 THOUSAND. IF THERE IS INSUFFICIENT TAX INCOME
TO UTILIZE THE QUALIFIED INVESTMENT EXPENDITURE DURING
THE YEAR, THEN ARCTIC PAPER KOSTRZYN S.A. RECOGNIZES A
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DEFERRED TAX ASSET FOR THE DIFFERENCE ASCERTAINED.

45. EVENTS AFTER THE REPORTING PERIOD

45.1. CONCLUDING AN AMENDMENT TO A MATERIAL CONTRACT

ON 16TH JANUARY 2012 AN ANNEX WAS CONCLUDED TO A
MATERIAL LOAN AGREEMENT CONCLUDED ON 1ST MARCH 2010,
THEN AMENDED WITH AN ANNEX DATED 12TH APRIL 2011, BY AND
BETWEEN ARCTIC PAPER S.A. AND A SUBSIDIARY ARCTIC PAPER
INVESTMENT AB ("BORROWER") WITH ITS SEAT IN GOTEBORG,
SWEDEN.

THE ANNEX DATED 16TH JANUARY 2012 PROLONGS THE DATE OF
TOTAL REPAYMENT OF THE LOAN WITH INTEREST UNTIL 31ST
DECEMBER 2016 AND, AT THE SAME TIME, IT ALLOWS FOR
ANOTHER PROLONGATION OF THE REPAYMENT DATE. THE OTHER
PROVISIONS OF THE CONTRACT REMAINED UNCHANGED.

45.2. CHANGES IN MANAGEMENT BOARD AND SUPERVISORY BOARD

AS MENTIONED IN POINT 3.1 OF THE HEREBY REPORT, (THE
MANAGEMENT BOARD OF THE PARENT COMPANY), ON 20TH
JANUARY 2012 MR HANS KARLANDER FILED HIS RESIGNATION
FROM BEING A MEMBER OF THE MANAGEMENT BOARD EFFECTIVE
ON 31ST MARCH 2012. THE COMPANY REPORTED THIS IN THE
CURRENT REPORT NO 02/2012. ON 5TH JUNE 2012 THE
SUPERVISORY BOARD OF THE COMPANY APPOINTED MR
WOLFGANG LUEBBERT AS A MEMBER OF THE MANAGEMENT
BOARD OF ARCTIC PAPER S.A STARTING FROM 5TH JUNE 2012
(CURRENT REPORT 10/2012). FROM 30TH JUNE 2012 UNTIL THE
DAY OF PUBLISHING OF THE HEREBY REPORT AND INTERIM HALF-
YAEARLY CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NO CHANGES OCCURRED IN THE COMPOSTION OF THE
MANAGEMENT BOARD OF THE PARENT COMPANY.

DURING THE ORDINARY SHAREHOLDERS MEETING ON 28TH JUNE
2012, MR WIKTORIAN TARNAWSKI WAS DISMISSED FROM BEONG
A MEMBER OF THE SUPERVISORY BOARD, WHILE MR MARIUSZ
GRENDOWICZ WAS APPOINTED TO SERVE THIS FUNCTION. FROM
30TH JUNE 2012 UNTIL THE DAY OF PUBLISHING OF THE HEREBY
REPORT AND INTERIM HALF-YAEARLY CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS NO CHANGES OCCURRED IN THE
COMPOSITION OF THE SUPERVISORY BOARD OF THE PARENT
COMPANY.

45.3 DECREASE OF THE SHARE CAPITAL OF ARCTIC PAPER S.A.

ON 28TH JuNE 2012, THE COMPANY’S ORDINARY
SHAREHOLDERS

MEETING ADOPTED A RESOLUTION REGARDING DECREASING THE
SHARE CAPITAL OF THE COMPANY BY THE AMOUNT OF PLN
498,631,500 THAT IS FROM THE AMOUNT OF PLN 554,035,000
TO THE AMOUNT OF PLN 55,403,500 BY DECREASING THE FACE
VALUE OF EACH SHARE BY THE AMOUNT PLN 9.00 THAT IS FROM
THE AMOUNT OF PLN 10.00 TO THE AMOUNT OF PLN 1.00. THE
AMOUNT OF THE DECREASE SHALL BE ASSIGNED TO THE
COMPANY’S  RESERVE  CAPITAL

WITHOUT PAYMENT TO

SHAREHOLDERS. THE DECREASE OF THE SHARE CAPITAL IS

45.4 PURCHASE OF OWN SHARES

ON 28TH JuNE 2012, THE COMPANY’S ORDINARY
SHAREHOLDERS MEETING ADOPTED A RESOLUTION (CURRENT
REPORT 12/2012), IN WHICH IT AUTHORIZES THE MANAGEMENT

BoOARD OF THE COMPANY TO PURCHASE THE COMPANY’S OWN

PURPOSED TO ADJUST THE FACE VALUE OF SHARES TO THE ONE
THAT WOULD ALLOW FOR INCREASE OF THE CAPITAL AND ISSUE
OF NEW SHARES (CURRENT REPORT 12/2012).

UNTIL THE DAY OF THE HEREBY REPORT, THE DECREASE OF SHARE
CAPITAL HAS NOT BEEN RECORDED IN NATIONAL COURT
REGISTER.

BECASE OF THAT, THE CONSOLIDATED AND STANDALONE
FINANCIAL DATA INCLUDED IN THE HEREBY REPORT DO NOT TAKE
INTO ACCOUNT THE CONSEQUENCES OF THE AFOREMENTIONED
RESOLUTION.

SHARES FOR THE PURPOSE OF ITS REDEMPTION AND DECREASE
OF THE SHARE CAPITAL OR FOR THE PURPOSE OF FURTHER
RELOCATION OR RESALE OF THE OWN SHARES ON

CONDITIONS AND IN THE COURSE DETERMINED AS BELOW:
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A) THE TOTAL AMOUNT OF PURCHASED SHARES SHALL NOT
EXCEED 5,500,000 (FIVE MILLION FIVE HUNDRED THOUSAND)
SHARES;

B) THE TOTAL AMOUNT ASSIGNED BY THE COMPANY FOR
PURCHASE OF OWN SHARES SHALL NOT EXCEED THE AMOUNT OF
THE RESERVE CAPITAL ESTABLISHED FOR THIS PURPOSE, THAT IS
PLN 27,500,000 COMPRISING THE PRICE OF PURCHASED
SHARES TOGETHER WITH THE COSTS OF PURCHASE;

A) THE PRICE FOR WHICH THE COMPANY WILL PURCHASE ITS OWN
SHARES SHALL NOT BE LOWER THAN PLN 1.00 NOR HIGHER THAN
PLN 10.00 PER SHARE;

B) THE AUTHORIZATION FOR PURCHASE OF THE COMPANY’S OWN
SHARES IS VALID FOR 60 (SIXTY) MONTHS SINCE THE DAY THE
RESOLUTION HAS BEEN RESOLVED;

C) PURCHASE OF OWN SHARES MAY OCCUR WITH THE MEDIATION
OF INVESTMENT COMPANY, IN STOCK AND NON-STOCK
TRANSACTIONS.

THE MANAGEMENT BOARD, ACTING FOR THE BENEFIT OF THE
COMPANY, UPON THE OPINION OF THE SUPERVISORY BOARD,
MAY:

A) STOP THE PURCHASE OF SHARES BEFORE 60 DAYS STARTING
FROM

THE DAY THE RESOLUTION WAS ADOPTED OR BEFORE THE FUNDS
ASSIGNED FOR THE PURCHASE HAVE BEEN FULLY UTILIZED,

C) REFRAIN FROM PURCHASE IN PART OR IN WHOLE.

IN CASE OF A DECISION BEING MADE AS MENTIONED ABOVE, THE
MANAGEMENT BOARD IS BOUND TO SUBMIT THE INFORMATION
REGARDING THE DECISION FOR PUBLIC KNOWLEDGE IN A
MANNER DETERMINED IN THE PuBLIC OFFERING ACT.

THE CONDITIONS OF PURCHASE OF OWN SHARES FOR THE
PURPOSE OF ITS REDEMPTION OR FURTHER RELOCATION OR

RESALE SHALL BE COMPLIANT WITH THE PRINCIPLES OF
CoMmISSION REGULATION (EC) No 2273/2003 DATED 22
DECEMBER 2003.

AFTER THE PROCESS OF PURCHASE OF THE COMPANY’S OWN
SHARES, IN COMPLIANCE WITH CONDITIONS DETERMINED BY THE
SHAREHOLDERS MEETING, HAS ENDED, THE MANAGEMENT
BOARD WILL CALL A SHAREHOLDERS MEETING FOR THE PURPOSE
OF ADOPTING RESOLUTION REGARDING REDEMPTION OF THE
COMPANY’S OWN SHARES AND ADEQUATE DECREASE OF SHARE
CAPITAL, OR — IN CASE OF ASSIGNMENT OF THE PURCHASED
SHARES TO
MANAGEMENT BOARD WILL MAKE A DECISION REGARDING

FURTHER RELOCATION OR RESALE - THE
FURTHER RELOCATION OR RESALE OF OWN SHARES. REDEMPTION
OF THE COMPANY’S OWN SHARES AND ADEQUATE DECREASE OF
SHARE CAPITAL IS ACCEPTABLE ALSO BEFORE THE END OF THE
PROCESS OF PURCHASE OF THE COMPANY’S OWN SHARES.

THE ORDINARY SHAREHOLDERS MEETING, ACTING BY VIRTUE OF
ARTICLE 362 § 2 ITEM 3 OF THE CODE OF COMMERCIAL CODES,
348 § 1 IN CONNECTION WITH ARTICLE 396 § 4 AND 5 OF THE
Cope OF COMMERCIAL COMPANIES, FOR THE PURPOSE OF
FINANCING OF THE PURCHASE OF THE COMPANY’S OWN SHARES
ON CONDITIONS AND WITHIN CONFINES OF THE AUTHORIZATION
GRANTED BY THE RESOLUTION, DECIDES TO ESTABLISH A RESERVE
CAPITAL UNDER THE NAME OF ,FUNDUSZ PROGRAMU ODKUPU”
FOR THE PURCHASE OF OWN SHARES.

THE AMOUNT OF “FUNDUSZ PROGRAMU ODKUPU” 1S SET TO PLN
27,500,000. “FUNDUSZ PROGRAMU ODKUPU” IS ASSIGNED TO
PURCHASE OF OWN SHARES TOGETHER WITH THE COST OF THE
PURCHASE. THE ORDINARY SHAREHOLDERS MEETING DECIDES
TO DISTINGUISH THE “FUNDUSZ PROGRAMU ODKUPU” FROM THE
RESERVE CAPITAL.

45.5 ACQUISITION OF KALLTORP KRAFT HANDELSBOGALET

ON 1sT OCTOBER 2012, ARCTIC PAPER MUNKEDALS AB
PURCHASED FOR PLN 4,854 THOUSAND (SEK 10,000 THOUSAND)
50% OF SHARES IN KALLTORP KRATF HANDELSBOLAGET SEATED
IN TROLHATTAN, SWEDEN. KALLTORP KRATF DEALS 1IN

SIGNATURES OF THE MANAGEMENT BOARD

MEMBERS

ELECTRICITY PRODUCTION IN ITS OWN HYDRO-POWER PLANT.
THE PURPOSE OF THE PURCHASE WAS THE REALIZATION OF THE
STRATEGY OF INCREASING OWN ENERGY POWERS OF ARCTIC
PAPER GROUP
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Consolidated financial statements and selected financial data

Selected consolidated financial data

For the period For the period For the period For the period
fom 01.01.2012  from 01.01.2011 ~ from 01.01.2012  from 01.01.2011
t0 30.09.2012 t0 30.09.2011 t0 30.09.2012 t0 30.09.2011

PLN'000s PLN'000s EUR'000s EUR'000s
Revenues 1985 595 1853 534 471739 460 948
Operating profit (loss) 41562 (5714) 9874 (1421)
Profit (loss) before tax 10253 (13 49) 2436 (3 356)
Profit (loss) from continuing operations 16 168 (16 020) 3841 (3984)
Profit (loss) for the period 16 168 (16 020) 384 (3984)
Net operating cash flow 71500 76 434 16 987 19008
Netinvestment cash flow (35231) (50 007) (8 370) (12 436)
Net financial cash flow (65 499) (86 016) (15 561) (21 391)
Net change in cash and cash equivalents (29 230) (59 588) (6 945) (14 819)
Weighted av erage number of shares 55 403 500 55 403 500 55 403 500 55403 500
Weighted average diluted number of shares 55 768 500 55403 500 55 768 500 55403 500
EPS (in PLN/EUR) 0,29 (0,29) 0,07 (0,07)
Diluted EPS (in PLN/EUR) 0,29 (0,29) 0,07 (0,07)
Average PLN/EUR rate* 4,2091 4,021
As at30 As at As at 30 As at
September 2012 31 December 2011 September 2012 31 December 2011
PLN'000s PLN'000s EUR'000s EUR'000s
Assets 1811222 1924 531 440 280 435730
Long-term liabilities 320717 636 697 77 961 144 153
Short-term liabilities 813573 612273 197 767 138 624
Equity 676 932 675 561 164 551 152 953
Share capital 554 035 554 035 134 677 125438
Number of shares 55 403 500 55403 500 55 403 500 55 403 500
Diluted number of shares 55 768 500 55 403 500 55 768 500 55403 500
Book value per share (in PLN/EUR) 12,22 12,19 2,97 2,76
Diluted book value per share (in PLN/EUR) 12,14 12,19 2,95 2,76
Declared or paid dividend (in PLN/EUR) 9972630 - 2424189 -
Declared or paid dividend per share (in PLN/EUR) 0,18 - 0,04 -
PLN/EUR rate at the end of the period** - - 4,1138 4,4168

* - ltems of the income statement and the cash flow statement are converted at the exchange rate which is the arithmetic mean of average rates announced by the NBP
during the period to which presented data relates.
** - ltems of balance sheet and book value per share were converted at the average exchange rate announced by the NBP and prevailing at the balance sheet date.
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Consolidated income statement
3 months 9 months 3 months 9 months
period ended period ended period ended period ended
30 September 2012 30 September 2012 30 September 2011 30 September 2011
(unaudited) (unaudited) (unaudited) (unaudited)
Continuing operations
Sales of paper 672 820 1985 595 641415 1853 534
Revenues 672 820 1985 595 641415 1853 534
Cost of sales (568 585) (1669 695) (543 515) (1602 329)
Gross profit (loss) on sales 104 235 315899 97 900 251205
Selling and distribution expenses (79 134) (231421) (73 027) (213 525)
Administrative ex penses (17 726) (53 890) (17 775) (51 303)
Other operating income 16 487 51826 16 685 51673
Other operating expenses (13 360) (40 853) (13 143) (43 763)
Operating profit/ (loss) 10 501 41 562 10 640 (5714)
Finance income 437 9% 22 516 23 548
Finance costs (12 079) (32 305) 1343 (31330)
Profit / (loss) before tax (1140) 10 253 34499 (13 496)
Income tax (343) 5915 (406) (2 524)
Net profit (loss) for the period from continuing operations (1483) 16 168 34093 (16 020)
Discontinued operations
Profit (loss) for the period from discontinued operations = > - -
Net profit (loss) for the period (1483) 16 168 34093 (16 020)
Attributable to:
Equity holders of the parent (1483) 16 168 34093 (16 020)
Minority interest - - - -
(1483) 16 168 34093 (16 020)
Earnings per share:
— basic from the profit (loss) for the period
attributable to equity holders of the parent (0,03) 0,29 0,62 (0,29)
— basic from the profit (loss) from continuing operations
attributable to equity holders of the parent (0,03) 0,29 0,62 (0,29)
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Consolidated quarterly report for the third quarter of 2012
Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand

Consolidated statement of comprehensive income

3 months 9 months 3 months 9 months

period ended period ended period ended period ended

30 September 2012 30 September 2012 30 September 2011 30 September 2011

(unaudited) (unaudited) (unaudited) (unaudited)

Net profit/ (loss) for the period (1483) 16 168 34093 (16 020)
Exchange difference on franslation of foreign operations 885 (313) 9791 8126
Deffered tax on items recognised directly in equity (620) 66 494 4335
Valutation of derivatives 2355 (435) 1419 (14 016)
Exchange difference on investment in subsidiaries 1413 (4142) - -
Other comprehensiv e income 4033 (4 824) 11704 (1555)
Total comprehensiv e income 2550 11344 45797 (17 575)

Total comprehensiv e income:
Equity holders of the parent 2550 11344 45797 (17 575)
Non-controlling interest - - - -

Arctic Paper S.A. Capital Group = Page 41 of 73
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Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand
Consolidated balance sheet
As at As at As at As at
30 September 2012 30 June 2012 31 December 2011 30 September 2011
(unaudited) (revised) (audited) (unaudited)
ASSETS
Non-current assets
Property, plant and equipment 927 008 941 496 992 174 988 160
Investment properties 10 542 10 542 10 542 10 542
Intangible assets 108 557 117 064 120 410 117 579
Other financial assets 736 763 791 1553
Other non-financial assets 2096 2108 2151 616
Deferred tax asset 10 398 11542 6 362 2133
1059 337 1083515 1132429 1120583
Current assets
Inventories 279 272 304 940 315142 308 470
Trade and other receiv ables 317 781 295 151 294 452 319171
Income tax receiv ables 11 346 8423 5810 11695
Other non-financial assets 7589 8243 8708 9427
Other financial assets 1025 1028 1692 2848
Cash and cash equivalents 134 872 146 478 166 299 115 634
751 885 764 263 792 102 767 246
TOTAL ASSETS 1811222 1847778 1924 531 1887 829
LIABILITIES
Equity and liabilities
Equity atfributable to equity holders of the parent company
Share capital 554 035 554 035 554 035 554 035
Share premium 82 244 82 244 80 060 80 060
Other reserves 121 486 118 338 110 849 119 814
Foreign currency translation 36 338 35454 36 652 30 580
Retained eamings / Accumulated (unabsorbed) losses (117 396) (115 914) (106 259) (134 363)
Non-controlling interest 225 225 225 225
Total equity 676 932 674 381 675 561 650 351
Non-current liabilities
Interest-bearing loans, borrowings and bonds 15 586 19403 317 262 230 454
Provisions 84 928 83722 83 827 79273
Other financial liabilities 42 531 44126 44 217 40 971
Deferred tax liabilities 144 917 146 751 156 520 160 404
Accruals and deferred income 32755 33438 34810 35491
320 717 327 441 636 697 546 593
Current liabiliies
Interest-bearing loans, borrowings and bonds 342 546 349 362 67 242 168 103
Provisions 5110 6167 10 398 8154
Other financial liabilities 51943 35834 60 383 64 258
Trade and other pay ables 353 245 379 071 403 057 366 171
Income tax payable 2780 1388 1286 985
Accruals and deferred income 57 949 74133 69 907 83213
813 574 845 956 612273 690 884
TOTAL LIABILITIES 1134 291 1173 397 1248 970 1237 477
TOTAL EQUITY AND LIABILITIES 1811222 1847778 1924 531 1887 829
Arctic Paper S.A. Capital Group = Page 42 of 73
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Consolidated quarterly report for the third quarter of 2012
Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand

Consolidated cash flow statement

3 months 9 months 3 months 9 months
period ended  period ended  period ended  period ended
30 September 30 September 30 September 30 September
2012 2012 2011 2011
(unaudited) (unaudited) (unaudited) (unaudited)

Cash flow from operating activities

Profit (loss) before taxation (1140 10 253 34 499 (13 496)
Adjustments for:
Depreciation 31344 92 056 32 363 95762
Foreign exchange differences (3643) (831) (17 747) (13 377)
Netinterest and dividends 7954 26182 8763 28979
Gain/loss from investing activities (185) 563 1237 1289
Increase / decrease in receivables and other non-financial assets (23 021) (26 996) (38 821) (36 033)
Increase / decrease in inventories 24 641 30 061 (21 768) (963)
Increase / decrease in payables except for loans, borrowings and bonds (15 188) (43 273) 31985 (19 537)
Change in accruals and prepay ments (16 133) (12991) 4 366 12 889
Change in provisions (1952) (2 056) 10238 (1818)
Income tax paid (3908) (8911) (6 286) (9 463)
Derecognition of emission rigths to CO2 identified in a business combination 4413 7079 149 8 867
Cogeneration of certificates 5835 240 4502 17 676
Other (2) 125 1434 5660
Net cash flow from operating activities 9015 71 500 44914 76 434
Cash flow from investing activities
Proceeds from sale of property, plant and equipment and intangibles 60 380 (1472) (1373)
Purchase of property, plant and equipment and intangible assets (14 690) (35611) (11 086) (48 826)
Other investing infows and outfows (0) (0) 156 192
Net cash flow from investing activiies (14 631) (35231) (12 401) (50 007)
Cash flow from financing activities
Change in bank overdrafts 1432 1817 (9 250) 863
Repay ment of finance lease liabiliies (1913) (6 097) (2 016) (5916)
Repay ment of other finance liabiliies 18 643 (4129) (48) (2651)
Proceeds from loans, borrowings and bonds - - 15791 132 956
Repay ment of loans, borrowings and bonds (4 938) (16 953) (31 306) (182 338)
Payments to owners (9973) (9973) - -
Interest paid (11937) (30 164) (15 848) (28 979)
Other - - (877) 50
Net cash flow from financing activities (8 686) (65 499) (43 553) (86 016)
Net increase/(decrease) in cash and cash equivalents (14 301) (29 230) (11 040) (59 588)
Net foreign exchange differences 26% (2197) (3184) (4 180)
Cash and cash equivalents at the beginning of the period 146 478 166 299 129 858 179 402
Cash and cash equivalents at the end of the period 134 872 134 872 115634 115634
Arctic Paper S.A. Capital Group = Page 43 of 73
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Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012

PLN thousand

Selected standalone financial data

Standalone financial statements and selected financial data

during the period to which presented data relates.

For the period For the period For the period For the period

fom 01.01.2012  from 01.01.2011  from 01.01.2012  from 01.01.2011

t0 30.09.2012 t0 30.09.2011 t0 30.09.2012 t0 30.09.2011

PLN 000's PLN 000's EUR 000's EUR 000's

Revenues 93426 48 570 22196 12079
Operating profit (loss) 46 365 27 237 11015 6773
Profit (loss) before tax 27 935 20490 6 637 509%
Profit (loss) from continuing operations 27 935 20490 6637 509
Profit (loss) for the period 27935 20490 6637 509
Net operating cash flow 41506 (15 961) 9 861 (3969)
Netinvestment cash flow (27 320) 61 (6491) 15
Net financial cash flow (27 846) (224) (6 616) (56)
Net change in cash and cash equivalents (13 659) (16 124) (3 245) (4 010)
Weighted av erage number of shares 55 403 500 55 403 500 55 403 500 55 403 500
Weighted av erage diluted number of shares 55 768 500 55 403 500 55 768 500 55 403 500
EPS (in PLN/EUR) 0,50 0,37 0,12 0,09
Diluted EPS (in PLN/EUR) 0,50 0,37 0,12 0,09
Average PLN/EUR rate* 4,2091 4,021
As at 30 As at As at 30 As at

September 2012 31 December 2011 September 2012 31 December 2011

PLN 000's PLN 000's EUR 000's EUR 000's

Assets 1053 295 1018 874 256 040 230 681
Long-term liabilities 1867 201707 454 45 668
Short-term liabilities 253 352 36 980 61 586 8373
Equity 798 076 780 188 194 000 176 641
Share capital 554 035 554 035 134 677 125 438
Number of shares 55 403 500 55 403 500 55403 500 55403 500
Diluted number of shares 55 768 500 55 403 500 55 768 500 55 403 500
Book value per share (in PLN/EUR) 14,40 14,08 3,50 3,19
Diluted book value per share (in PLN/EUR) 14,31 14,08 3,48 3,19
Declared or paid dividend (in PLN/EUR) 9972630 - 2424189 -
Declared or paid dividend per share (in PLN/EUR) 0,18 - 0,04 -
PLN/EUR rate at the end of the period™ 41138 4,4168

* - ltems of the income statement and the cash flow statement are converted at the exchange rate which is the arithmetic mean of average rates announced by the NBP

** - Items of balance sheet and book value per share were converted at the average exchange rate announced by the NBP and prevailing at the balance sheet date.

Arctic Paper S.A. Capital Group =
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Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012

PLN thousand

Standalone income statement

3 months 9 months 3 months 9 months
period ended period ended period ended period ended
30 September 2012 30 September 2012 30 September 2011 30 September 2011
(unaudited) (unaudited) (unaudited) (unaudited)
Continuing operations
Sales of services 12 951 25725 5459 18 383
Interest income 6 8% 19 849 7387 19992
Dividends 0 47 852 - 10195
Revenues 19 847 93 426 12 846 48 570
Cost of sales - - - -
Gross profit on sales 19 847 93 426 12 846 48 570
Other operating income 67 368 23 47
Selling and distribution costs (685) (685) - -
Administrative expenses (7272) (20 125) (8 086) (21 317)
Other operating ex penses (51) (26 619) (15) (63)
Operating profit/ (loss) 11 906 46 365 4769 27 237
Finance income 82 193 6572 7405
Finance costs (6 789) (18 622) (5515) (14 152)
Profit / (loss) before tax 5199 27935 5826 20490
Income tax - - - -
Net profit (loss) for the period from continuing operations 519 27 935 5826 20490
Discontinued operations
Profit (loss) for the period from discontinued operations = = - -
Net profit (loss) for the period 519 27 935 5826 20490
Earnings per share:
- basic from the profit (loss) for the period 0,09 0,50 0,11 0,37
- basic from the profit (loss) from continuing operations for the
period 0,09 0,50 0,11 0,37
Arctic Paper S.A. Capital Group = Page 47 of 73
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Consolidated quarterly report for the third quarter of 2012
Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand
Standalone statement of comprehensive income
3 months 9 months 3 months 9 months
period ended period ended period ended period ended
30 September 2012 30 September 2012 30 September 2011 30 September 2011
(unaudited) (unaudited) (unaudited) (unaudited)
Net profit (loss) for the period 5199 27 935 5826 20 490
Exchange difference on translation of foreign operations (83) (74) (25) (34)
Total net other comprehensive income (83) (74) (25) (34)
Total comprehensive income for the period 5116 27 861 5801 20 456
Arctic Paper S.A. Capital Group = Page 48 of 73
Additional explanatory notes to the interim condensed quarterly consolidated financial statements, included on pages from 53 to 72 are its integral part.




Consolidated quarterly report for the third quarter of 2012
Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012

PLN thousand

Standalone balance sheet

As at As at As at As at
30 September 2012 30 June 2012 31 December 2011 30 September 2011
(unaudited) (revised) (audited) (unaudited)
ASSETS
Non-current assets
Property, plant and equipment 331 357 376 391
Intangible assets 1326 1328 1328 1309
Investment in subsidiaries, associates and joint ventures 945 375 939 232 615310 587 065
Other financial assets (non-current) 5409 5534 289 108 210203
Other non-financial assets (non-current0 1687 1679 171 181
954 128 948 130 907 832 799 149
Current assets
Inventories - - - 57
Trade and other receivables 55188 51222 17 095 23 660
Income tax receivables 848 668 364 328
Other financial assets 32 269 32 876 68 941 180 248
Other non-financial assets 762 802 882 655
Cash and cash equivalents 10101 6 006 23 760 9244
99 167 91573 111 042 214192
TOTAL ASSETS 1053 295 1039 703 1018 874 1013 341
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent company
Share capital 554 035 554 035 554 035 554 035
Share premium 82247 82 247 80 062 80 062
Other reserves 135 424 135 424 120 276 120 276
Foreign currency translation (80) 3 (6) (29)
Retained earnings / Accumulated (unabsorbed) losses 26 450 21252 25820 20490
Total equity 798 076 792 961 780 188 774 834
Non-current liabilifes
Interest-bearing loans, borrowings and bonds - - 199 814 199 814
Provisions 1865 1856 1892 -
Deferred tax liabilities 2 2 1 1
1867 1858 201707 199 815
Current liabiliies
Interest-bearing loans, borrowings and bonds 225 336 229239 28735 29949
Trade payables 25517 3361 1918 3504
Other current liabilifies 1161 11301 3600 1922
Accruals and deferred income 1337 983 2721 3317
253 352 244 884 36 980 38692
TOTAL LIABILITIES 255219 246 742 238 687 238 507
TOTAL EQUITY AND LIABILITIES 1053 295 1039 703 1018 874 1013341
Arctic Paper S.A. Capital Group = Page 49 of 73
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Consolidated quarterly report for the third quarter of 2012
Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand

Standalone cash flow statement

3 months 9 months 3 months 9 months
period ended  period ended  period ended  period ended
30 September 30 September 30 September 30 September
2012 2012 201 2011
(unaudited) (unaudited) (unaudited) (unaudited)

Cash flow from operating activities

Profit (loss) before taxation 5199 27 935 5826 20490
Adjustments for:
Depreciation 29 83 37 124
Gain / (loss) from foreign ex change differences (84) (72) - -
Net interest 4667 13750 8549 13 382
Gain/loss from investing activities - - (20) (20)
Increase / decrease in receivables and other non-financial assets (4 055) (38 069) 5680 3138
Increase / decrease in inventories - - (4) 6)
Increase / decrease in pay ables ex cept for loans, borrowings and bonds 22 987 21161 (584) 28478
Change in accruals and prepay ments 475 (1270) 379 521
Change in provisions 9 (27) - (625)
Income tax paid (180) (484) (187) (132)
Increase / decrease in loans to subsidiaries (5 960) 18 497 (20 305) (81283)
Other - - (25) (34)
Net cash flow from operating activities 23 087 41 506 (655) (15 961)
Cash flow from investing activities
Purchase of property, plant and equipment and intangible assets - (38) - 3
Proceeds from sales of property, plant and equipment and intangible assets - - 64 64
Increse of shares in subsidiaries (60) (27 282) - -
Net cash flow from investing activities (60) (27 320) 64 61
Cash flow from financing activities
Repay ment of bonds - - - (66 000)
Bonds issue - - - 80 000
Other finacial outflows - - - (842)
Dividends (9973) (9973) - -
Interest and dividends paid (8 960) (17 873) (8549) (13 382)
Net cash flow from financing activities (18 933) (27 846) (8549) (224)
Net increase/(decrease) in cash and cash equivalents 4095 (13 659) (9 140) (16 124)
Cash and cash equivalents at the beginning of the period 6 006 23 760 18 384 25 368
Cash and cash equivalents at the end of the period 10 101 10 101 9244 9244
Arctic Paper S.A. Capital Group = Page 50 of 73
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Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012

PLN thousand

Shareholding structure

The main shareholder of Arctic Paper S.A. is Trebruk AB

(former under the name of Arctic Paper AB), a company under
Swedish law, holding as on 30th September 2012, 41,479,500
shares of our Company which is 74.87% of its share capital

corresponding to 74.87% of the total number of votes at the

General Meeting.

2. Composition of the Group

Thus, Trebruk AB is the parent company in relation to the

Arctic Paper S.A.

The ultimate parent of the Group is Cassandrax Financial S.A.

The duration of the Company is unlimited.

The Group is composed of Arctic Paper S.A. and the following subsidiaries:

Share in capital of subsidiaries entities

Entity Registered office Business activities 5 30 24 31
November September August December
2012 2012 2012 2011
Arctic Paper Kostrzyn S.A Poland, Fabryczna 1, Paper production 100% 100% 100% 100%
P ynSA 66470 Kostrzyn nad Odrg Perp ° ° ° °
Arctic Paper Munkedals AB Sweden, SE 455 81 Munkedal Paper production 100% 100% 100% 100%
G , Fabrikstrasse 62, !
Arcic Paper Mochenwangen GmbH emany, rabritstasse Paper production 9974%  9974%  100%  99.74%
DE-882, 84 Wolpertswende
Arctic Paper Grycksbo AB Sweden, Box 1, SE 790 20 Grycksbo  Paper production 100% 100% 100% 100%

Grycksbo Paper (Deutschland) GmbH

Germany, Max-Brauer-Allee 52,
22765 Hamburg

Trading services

- - - 100%

Grycksbo Paper UK Limited

Great Britain, 52 Hither Green Lane,
Abbey Park, Redditch

Trading services

Grycksbo Paper France EURL

France, 3 rue de Teheran,
75008 Paris 8

Trading services

Arctic Paper UK Limited

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

Trading services

100% 100% 100% 100%

Arctic Paper Baltic States SIA

Latvia, K. Vardemara iela 33-20,
Riga LV-1010

Trading services

100% 100% 100% 100%

Arctic Paper Deutschland GmbH

Germany, Raboisen 3, 20095 Hamburg

Trading services

100% 100% 100% 100%

Arctic Paper Benelux S.A.

Belgium, Dreve des Marroniers 28,
1410 Waterloo

Trading services

100% 100% 100% 100%

Arctic Paper Schweiz AG

Switzerland, Technoparkstrasse 1,
8005 Zurich

Trading services

100% 100% 100% 100%

Arctic Paper ltalia srl

Italy, Milano - Via R. Boscovich 14

Trading services

100% 100% 100% 100%

Arctic Paper Ireland Limited

Ireland, 4 Rosemount Park Road,
Dublin 11

Trading services

100% 100% 100% 100%

Arctic Paper Danmark A/S

Denmark, Jydekrogen 18,
DK-2625 Vallensbaek

Trading services

100% 100% 100% 100%

Arctic Paper France SAS

France, 43 rue de la Breche aux Loups,
75012 Paris

Trading services

100% 100% 100% 100%
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Share in capital of subsidiaries entiies

Entity Registered office Business activities 5 30 24 31
November September August December
2012 2012 2012 2011
Spain, Avenida Diagonal 472-474, . .
Arctic Paper Espana SL pain, Avenida bieg Trading services 100% 100% 100% 100%
9-1 Barcelona
Austria, Hainborgerstrasse 34A, . .
Arciic Paper Papierhandels GmbH ustia, ranborg Trading services 100%  100%  100%  100%
A-1030 Wien
Poland, Biskupia 39, ) )
Arctic Paper Polska Sp. z 0.0. oland, Bisiupa Trading services 100% 100% 100% 100%
04-216 Warszawa
Arctic Paper Norge AS Norway, Per Kroghsvei 4, Oslo Trading services 100% 100% 100% 100%
Arctic Paper Sverige AB Szweden, Kurodsvagen 9, Trading services 100%  100%  100%  100%
persverg 45155 Uddevala 9 ’ ’ ’ °
Arctic Paper East Sp. z 0.0 Poland, Fabryczna 1, Trading services 100% 100% 100% 100%
P p.-20.0 66-470 Kostrzyn nad Odra. 9 ’ ° ° '
Arctic Paper Investment GmbH * Germany, Fabrikstrasse 62, Holding company 100% 100% 100% 100%
DE-882, 84 Wolpertswende
Arctic Energy Sverige AB (previous
o Energy Sverige AB (previous o 1o Box 383, 40126 Goleborg  Holding company 100%  100%  100%  100%
Arctic Paper Investment Il AB)
Germany, Fabrikstrasse 62,
Arctic Paper Verwaltungs GmbH * Holdi 100% 100% 100% 100%
rctic Paper Verwaltungs Gml DE-882 84 Wolperiswende olding company b b b b
Arctic Paper Immobilienv erwaltung Germany, Fabrikstrasse 62, )
Holding compan: 94,90%  94,90% 95% 94,90%
GmbH&Co. KG* DE-882 84 Wolperiswende g company ° ° ° °
Arctic Paper Investment AB ** Sweden, Box 383, 401 26 Géteborg Holding company 100% 100% 100% 100%
Grycksbo Paper Holding AB Sweden, Box 1, SE 790 20 Grycksbo  Holding company 100% 100% 100% 100%

Poland, ul. Fabryczna 1,

EC Kostrzyn Sp. z 0.0.
oSty Sp. 2 00 66-470 Kostrzyn nad Odra,

Property and machinery

100% 100% 100% 100%
rental

Arctic Paper Munkedals Kraft AB Sweden, 455 81 Munkedal

Hydro energy production 100% 100% 100% 100%

Kalltorp Kraft Handelsbolaget Sweden, 461 29 Trollhattan

Hydro energy production 50% - - -

* - formed for the purpose of acquisition of Arctic Paper Mochenwangen GmbH
** - formed for the purpose of acquisition of Grycksbo Paper Holding AB

As on 30th September 2012 and as well as on the day of
publishing of this report, the percentage of voting rights held
by the Group in subsidiaries corresponds to the percentage
held in the share capital of those entities. All subsidiaries are
consolidated under the full method from the day of obtaining
control by the Group and cease to be consolidated from the
day of losing control.

In June 2012 a sales office Grycksbo Paper GmbH was
closed.

On 1st October 2012, Arctic Paper Munkedals AB purchased
for PLN 4,850 thousand (SEK 10,000 thousand) 50% of
shares in Kalltorp Kratf Handelsbolaget seated in Trolhattan,
Sweden.
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3. Management and supervisory bodies

3.1. Management Board of the Parent Company
As on 30th September 2012, the following constituted the Parent Company’s Management Board:

Michat Jarczynski — President of the Management Board appointed on 30th April 2008;
Michat Bartkowiak — Member of the Management Board appointed on 17th September 2009;
Jacek kos$ — Member of the Management Board appointed on 27th April 2011;

Per Skoglund — Member of the Management Board appointed on 27th April 2011.

Wolfgang Lubbert — Member of the Management Board appointed on 5th June 2012;

On 20th January 2012 Mr Hans Karlander resigned from being a Member of the Management Board effective on 31st March 2012
(current report 2/2012). On 5th June 2012 the Supervisory Board of the Company appointed Mr Wolfgang Luebbert as a Member
of the Management Board of Arctic Paper S.A starting from 5th June 2012 (current report 10/2012).

3.2.  Supervisory Board of the Parent Company
As on 30th September 2012 the Company’s Supervisory Board consisted of the following members:

Rolf Olof Grundberg — President of the Supervisory Board appointed on 30th April 2008;

Rune Roger Ingvarsson — Member of the Supervisory Board appointed on 22nd October 2008;
Thomas Onstad — Member of the Supervisory Board appointed on 22nd October 2008;
Fredrik Lars Plyhr — Member of the Supervisory Board appointed on 22nd October 2008;

Jan Ohlsson — Member of the Supervisory Board appointed on 8th June 2010.

Mariusz Grendowicz - Member of the Supervisory Board appointed on 28th June 2012;

During the Ordinary Shareholders Meeting on 28th June 2012, Mr Wiktorian Tarnawski was dismissed from beong a Member of the
Supervisory Board, while Mr Mariusz Grendowicz was appointed to serve this function.

3.3.  Audit Committee of the Parent Company
As on 30th September 2012 the Parent Company’s Audit Committee consisted of the following members:

®  Rolf Olof Grundberg — President of the Audit Committee appointed on 3rd December 2009;
m  Fredrik Plyhr — Member of the Audit Committee appointed on 3rd December 2009;

B Rune Ingvarsson — Member of the Audit Committee appointed on 3rd December 2009.

4. Approval of the financial statements

The hereby interim quarterly condensed consolidated financial statements were approved for publishing by the Management Board
on 5th November 2012.
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5. Basis of preparation of consolidated financial statements

The hereby
statements have been prepared in accordance with

interim  condensed consolidated  financial
International  Financial Reporting Standards (“IFRS”), in
particular in accordance with IAS 34 and IFRS endorsed by the

European Union.

As on the date of authorization of these financial statements, in
light of the current process of IFRS endorsement in the
European Union and the nature of the Company activities,
there is no difference between the IFRS applied by the
Company and the IFRS endorsed by the European Union.

The hereby
statements have been presented in Polish zloty (‘PLN”) and all

interim  condensed consolidated financial
values are rounded to the nearest thousand (PLN ‘000) except

when otherwise indicated.

6. Significant accounting policies

The accounting policies adopted in the preparation of the
interim condensed half-yearly financial statements are
consistent with those followed in the preparation of the
Group’s annual consolidated financial statements for the year
ended 31st December 2011, except for application of changes
in standards and new interpretations binding for yearly periods
beginning on 1st January 2012:

IFRS 7 Financial
transfers of

B Changes to Instruments:

Disclosures: financial assets

6.1.  Foreign currency translation

Transactions denominated in currencies other than functional
currency of the entity are translated into functional currency at
the foreign exchange rate prevailing on the transaction date.

On the balance sheet date, monetary assets and liabilities
expressed in currencies other than functional currency of the
entity are translated into functional currency using the average
foreign exchange rate prevailing for the given currency at the
end of the reporting period. Exchange differences resulting
from translation are recorded under financial revenue or
financial costs or under capitalized cost of assets, based on
defined examples in accounting policy. Non-monetary foreign

The hereby interim condensed consolidated financial
statements have been prepared based on the assumption that
the Company will continue as going concern in the foreseeable
future. As on the date of the approval of these interim
condensed consolidated financial statements, there is no
awareness of any facts or circumstances that would indicate a

threat to the continued activity of the Company.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in
annual financial statements, and should be read in conjunction
with the Group’s annual financial statements for the year
ended 31st December 2011.

— applicable for yearly periods beginning on 1st July
or 2011 later. The adoption of these changes did not
have an impact on the financial position or
performance of the Group, or on the scope of
information presented in the Company’s financial
statements.

The Group has not early adopted any other standard,

interpretation or amendment that was issued but is not yet

effective.

currency assets and liabilities recognized at historical cost are
translated at the historical foreign exchange rate prevailing on
the transaction date. Non-monetary foreign currency assets
and liabilities recognized at fair value are translated into Polish
zloty using the rate of exchange binding as on the date of re-

measurement to fair value.

The functional currencies of the foreign subsidiaries are EUR,
SEK, LVL, DKK, NOK, GBP and CHF. As on the reporting
date, the assets and liabilities of these subsidiaries are
translated into the presentation currency of the Group (Polish
zloty) using the rate of exchange prevailing on the balance
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sheet date and their income statements are translated using
the average exchange rate for the given reporting period. The
exchange differences arising from the translation are taken
directly to equity and recognized in a separate line. On
disposal of a foreign operation, the cumulative amount of the
deferred exchange differences recognized in equity and

The following exchange rates were used for valuation purposes:

As at As at

30 September 2012 31 December 2011

usb 3,1780 3,4174
EUR 4,1138 4,4168
SEK 0,4880 0,4950
LVL 5,9089 6,3120
DKK 0,5519 0,5941
NOK 0,5591 0,5676
GBP 5,1571 5,2691
CHF 3,4008 3,6333

relating to that particular foreign operation shall be recognized
in the income statement.

Exchange differences on loans treated as investments in
subsidiaries, in compliance with IAS 21, are recognized in the
consolidated financial statements in other comprehensive
income (other reserve capitals).

Average foreign exchange rates for the reporting periods are as follows:

01/01 - 30/09/2012 01/01 - 30/09/2011

usb 3,2864 2,859
EUR 4,201 4,0211
SEK 0,4820 0,5419
LVL 6,0337 5,6810
DKK 0,5659 0,53%
NOK 0,5602 0,4463
GBP 5,1820 46136
CHF 3,4948 3,2675
7. Seasonality

The Group’s activities are not of seasonal or cyclical nature. Therefore the results presented by the Group do not fluctuate

significantly during the year.

Arctic Paper S.A. Capital Group =

Page 58 of 73




Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012

PLN thousand

8. Information on business segments

The principal business of the Group is paper production which
is conducted in four paper mills belonging to the Group.

The Group identifies three business segments:

B Uncoated paper — paper for printing or other graphic
purposes, including wood-free and wood-containing.
Uncoated wood-free paper can be manufactured from
various types of pulp, with different filler content, and can
undergo various finishing enhancing processes, such as
surface sizing and calendering. Two main categories of
this type of paper are graphic paper (used for example for
printing books and catalogues) and office papers (for
instance, photocopy paper), however the Group currently
does not produce office papers. Uncoated paper from
mechanical pulp intended for printing or other graphic
purposes. This type of paper is used for printing
magazines with the use of rotogravure or offset printing
techniques. The Group’s products in this segment are
usually used for printing paperbacks.

B Coated paper - wood-free paper for printing or other
graphic purposes, one-side or two-side coated with
mixtures containing mineral pigments, such as china clay,
calcium carbonate, etc. The coating process can involve
different methods, both online and offline, and can be
supplemented by super-calandering to ensure a smooth
surface. Coating improves the printing quality of
photographs and illustrations.

B Other — this segment contains results of Arctic Paper S.A.
activities.

The division of business segments to uncoated and coated
paper is caused by the following circumstances:

B Demand for products and its supply, as well as the
products prices sold on the market are shaped by factors
characteristic for each segment, including i.a. level of the
production capacity in each segment,

B Key operational factors such as e.g. orders inflow or
production costs level are determined by factors which
are close to each other within each paper segment,

B Products produced in the Group’s paper mills can be,
with some exceptions, allocated to production in different
subsidiaries within the same paper segment, which to
some extent disturbs the financial results of each paper
mill,

B Arctic Paper Group results are dominated by global
market trends in terms of fluctuations of prices of paper
and basic raw materials, particularly pulp, and depend on
individual conditions of production subsidiaries to lesser

extent.

The results of particular segments of business activity are
monthly analyzed by the Group’s key management personnel
based on internal reporting provided by the companies.
Performance is measured based on the EBITDA level. Transfer
prices in transactions between segments are set on an arm's
length basis as if it concerned non related parties.

In the table below presented is the data concerning revenues and profits as well as some of the assets and liabilities. The data is

divided to particular segments of the Group and refers to nine months period ended on 30th September 2012 and represents the

situation as on 30th September 2012,
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situation as on 30th September 2012.

Revenues from inter-segment transactions are excluded on consolidation.

also include investments in the entities operating within the Group.

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand
Nine months’ period ended 30th September 2012 and as on 30th September 2012
Continuing Operations

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 1420 553 565 042 - 1985 595 - 1985 595
Inter-segment sales 122 851 128 111 25725 276 687 (276 687) -
Total segment revenues 1543 404 693 152 25725 2262 281 (276 687) 1985 595
Segment's Result
EBITDA 107 792 20 605 5012 133 408 210 133618
Interest Income 2620 78 20 812 23510 (22 584) 926
Interest Costs (26 090) 8712 (14 890) (49 692) 22535 (27 156)
Depreciation (47 278) (44 695) (83) (92 056) - (92 056)
Positive FX and other financial
income 672 1747 47 852 50 270 (50 200) il
Negative FX and other financial
costs (3420 (114) (3733) (7 267) 2118 (5 149)
Profit before tax 34 295 (31091) 54 970 58 174 (47 921) 10 253
Segment assets 1170 196 773611 437739 2381546 (580 721) 1800 824
Segment liabiliies 679 964 634 092 255218 1569 273 (579 901) 989 373
Capital expenditures 31277 42% 38 35611 - 35611

Segment result does not include financial income (PLN 996 thousand of which PLN 926 thousand is interest income) and
financial costs (PLN 32,305 thousand of which PLN 27,156 thousand is interest costs), depreciation (PLN 92,056 thousand),
as well as income tax liability (PLN +5,915 thousand). However, segment result includes inter-segment sales loss (PLN 210

B Segment assets and liabilities do not include deferred tax asset and liability (deferred tax asset of PLN 10,398 thousand,
deferred tax liability of PLN -144,917 thousand) as these positions are managed in the Group level. Segment assets do not

In the table below presented is the data concerning revenues and profits as well as some of the assets and liabilities. The data is
divided to particular segments of the Group and refers to three months period ended on 30th September 2012 and represents the
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Three months’ period ended on 30th September 2012 and as on 30th September 2012

Continuing Operations

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 478 811 194 010 - 672 820 - 672 820
Inter-segment sales 39308 36 540 12 951 88799 (88 799) -
Total segment revenues 938 553 230 550 12 951 761619 (88 799) 672 820
Segment's Result
EBITDA 40 859 (780) 5039 45118 (3272) 41 846
Interest Income 940 18 6978 7936 (7 503) 433
Interest Costs (17 419) 6574 (5 046) (15 891) 7443 (8448)
Depreciation (16 235) (15 080) (29) (31 344) - (31 344)
Positive FX and other financial
income 541 1648 0 2189 (2185) 4
Negative FX and other financial
costs (3767) (132) (1744) (5644) 2013 (3631)
Profit before tax 4918 (7751) 5198 2365 (3 505) (1140)
Segment assets 1170 196 773 611 437739 2381546 (580 721) 1800 824
Segment liabiliies 679 964 634 092 255218 1569 273 (579 901) 989 373
Capital expenditures 12838 1852 0 14 690 - 14 690

Revenues from inter-segment transactions are excluded on consolidation.
Segment result does not include financial income (PLN 437 thousand of which PLN 433 thousand is interest income) and
financial costs (PLN 12,079 thousand of which PLN 8,448 thousand is interest costs), depreciation (PLN 31,344 thousand), as
well as income tax liability (PLN -343 thousand). However, segment result includes inter-segment sales profit (PLN -3,272
thousand).

m  Segment assets and liabilities do not include deferred tax asset and liability (deferred tax asset of PLN 10,398 thousand,
deferred tax liability of PLN -144,917 thousand) as these positions are managed in the Group level. Segment assets do not also
include investments in the entities operating within the Group

In the table below presented is the data concerning revenues and profits as well as some of the assets and liabilities. The data is
divided to particular segments of the Group and refers to nine months period ended on 30th September 2011 and represents the
situation as on 31st December 2011.

Arctic Paper S.A. Capital Group = Page 61 of 73




214

Consolidated quarterly report for the third quarter of 2012

Interim condensed consolidated financial statements for the nine months’ period ended 30th September 2012 PLN thousand
Nine months’ period ended on 30th September 2011 and as on 31st December 2011.
Continuing Operations

Uncoated Coated Other Total Eliminations Total Group
Revenues
Sales to external customers 1330 148 523 386 - 1853 534 - 1853 534
Inter-segment sales 124 470 136 919 18 383 279773 (279 773) -
Total segment revenues 1454 618 660 306 18 383 2133307 (279 773) 1853 534
Segment's Result
EBITDA 69 784 18 340 -2 826 85299 4750 90 049
Interest Income 2535 7 19992 22 604 (21438) 1166
Interest Costs (15 150) (23 439) (12 994) (51582) 21415 (30 167)
Depreciation - without impairment (54 400) (41238) (124) (95 762) - (95 762)
Positive FX and other financial
income 2115 (1337) 17 600 18 378 4003 22 381
Negative FX and other financial
costs (6 095) (1337) (1158) (8 590) 7428 (1162)
Profit before tax (1211) (48 934) 20 490 (29 654) 16 158 (13 49)
Segment assets 1098 841 414 449 403 564 1916 854 1316 1918 169
Segment liabilities 1007 763 433 631 238 685 1680 080 (587 630) 1092 450
Capital expenditures 46 678 2136 1" 48 826 - 48 826

m  Revenues from inter-segment transactions are excluded on consolidation;

m  Segment result does not include financial income (PLN 23,548 thousand of which PLN 1,166 thousand is interest income) and
financial costs (PLN 31,330 thousand of which PLN 30,167 thousand is interest cost), depreciation (PLN 95,762 thousand) as
well as income tax liability (PLN -2,524 thousand). However, segment result includes inter-segment sales loss (PLN 4,750

thousand);

B Segment assets and liabilities do not include deferred tax asset and liability (deferred tax asset of PLN 6,362 thousand and

deferred tax liability of PLN -156,520 thousand), as these positions are managed in the Group level. Segment assets do not

also include investments in the entities operating within the Group.

9. Dividend paid and proposed

Dividend is paid based on the net profit presented in the
standalone annual financial statements of Arctic Paper SA after
covering losses carried forward from the previous years.

In accordance with provisions of the Code of Commercial
Companies, the parent company is obliged to establish a
supplementary capital to finance possible losses. At least 8%
of the profit for the financial year shown in standalone financial
statements of parent company should be transferred to this

category of capital until this capital has reached the amount of
at least one third of the share capital of the parent company.
The use of the supplementary and reserve capital is
determined by the Shareholders Meeting; however the part of
the supplementary capital equal to one third of the share
capital can be used only to finance the losses shown in the
standalone financial statements of the parent company and
cannot be distributed to other purposes.
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As on the date of this report, the Company had no preferred
shares.

The possibility of payment of potential dividend by the
Company to shareholders depends on the level of payments
received from subsidiaries. Risks associated with the
Company'’s ability to pay dividends have been described in the

part “Risk factors” of this report.

the amount of PLN 9,972,630.00 for payment of dividend (PLN
0.18 per share), while the amount of PLN 15,147,964.96 to
reserve capital, with future possibility of using this amount for
payment of dividend or other legally permissible purpose.

The General Meeting set the dividend day to 31st July 2012
and the dividend payment day to 21st August 2012 (current
report no 13/2012) — the dividend was paid according to

On 28th June 2012, the Ordinary Shareholders Meeting schedule.

adopted resolution no 8 regarding distribution of profit for year
2011, in which a part of profit for year 2011 in the amount of
PLN 2,184,399.57 assigned in compliance with provisions of
Code of Commercial Companies to supplementary capital, in

10. Earnings per share

Earnings per share ratio is established by dividing the net profit Information regarding net profit and number of shares, which

for the reporting period attributable to the Company’s was the base for calculation of earnings per share and diluted
shareholders by weighted average number of issued ordinary earnings per share are presented below:

shares in the reporting period.

3 months 9 months 3 months 9 months

period ended period ended period ended period ended

30 September 2012 30 September 2012 30 September 2011 30 September 2011

(unaudited) (unaudited) (unaudited) (unaudited)

Net profit (loss) for the period from continuing operations (1483) 16 168 34093 (16 020)

Profit (loss) for the period from discontinued operations - - - -

Net profit (loss) for the period from continuing operations (1483) 16 168 34093 (16 020)

Number of share - serie A 50 000 50 000 50 000 50 000

Number of share - serie B 44 253 500 44 253 500 44 253 500 44 253 500

Number of share - serie C 8100 000 8100 000 8100 000 8100 000

Number of share - serie E 3000 000 3000 000 3000 000 3000 000

Total number of shares (in thousand) 55403 500 55 403 500 55 403 500 55 403 500

Weighted average number of shares 55 403 500 55 403 500 55 403 500 55403 500

Profit per share (in PLN) (0,03) 0,29 0,62 (0,29)
11. Interest-bearing loans, borrowings and bonds

During the reporting period the Group repaid the bank loan
taken in PeKaO S.A. (tranches in PLN and EUR) in the total
amount of PLN 16,953 thousand. Moreover, the Group

borrowings as on 30th September 2012 compared to 31st
December 2011 result from balance sheet evaluation.

In nine months of 2012 the Capital Group made the payments
of interest in the amount of PLN 30,164 thousand, of which
interest on coupon bonds series 1/2010 and 1/2011 in the
amount of PLN 17,873 thousand.

increased the debt in overdraft by additional loans amounting
to PLN 1,817 PeKaO S.A. and
SvenskaHandelsBanken). The other changes in loans and

thousand (loan in
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12. Equity securities
As at As at
30 September 2012 31 December 2011
(unaudited) (audited)
‘A’ class ordinary shares of PLN 10 each 500 500
'B’ class ordinary shares of PLN 10 each 442 535 442 535
'C’ class ordinary shares of PLN 10 each 81000 81000
'E’ class ordinary shares of PLN 10 each 30000 30000
554 035 554 035
Date of registration of
capital increase Volume Value in PLN
Ordinary shares issued and fully covered

Issued on 30 April 2008 2008-05-28 50 000 500 000
Issued on 12 September 2008 2008-09-12 44 253 468 442 534 679
Issued on 20 April 2009 2009-06-01 32 321
Issued on 30 July 2009 2009-11-12 8 100 000 81000 000
Issued on 01 March 2010 2010-03-17 3000 000 30 000 000
As at 30 September 2012 (unaudited) 55403 500 554 035 000

12.1. Decrease of the share capital of Arctic Paper S.A.

On 28th June 2012, the Company’s Ordinary Shareholders
Meeting adopted a resolution regarding decreasing the share
capital of the Company by the amount of PLN 498,631,500
that is from the amount of PLN 554,035,000 to the amount of
PLN 55,403,500 by decreasing the face value of each share
by the amount PLN 9.00 that is from the amount of PLN 10.00
to the amount of PLN 1.00. The amount of the decrease shall
be assigned to the Company’s reserve capital without
payment to shareholders. The decrease of the share capital is

12.2. Purchase of own shares

On 28th June 2012, the Company’s Ordinary Shareholders
Meeting adopted a resolution (current report 12/2012), in
which it authorizes the Management Board of the Company to
purchase the Company’s own shares for the purpose of its
redemption and decrease of the share capital or for the

purposed to adjust the face value of shares to the one that
would allow for increase of the capital and issue of new shares
(current report 12/2012).

Until the day of the hereby report, the decrease of share
capital has not been recorded in National Court Register.
Becase of that, the consolidated and standalone financial data
included in the hereby report do not take into account the
consequences of the aforementioned resolution.

purpose of further relocation or resale of the own shares on
conditions and in the course determined as below:

a) The total amount of purchased shares shall not
exceed 5,500,000 (five million five hundred thousand) shares;

b) the total amount assigned by the Company for
purchase of own shares shall not exceed the amount of the
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reserve capital established for this purpose, that is PLN
27,500,000 comprising the price of purchased shares together
with the costs of purchase;

c) the price for which the Company will purchase its
own shares shall not be lower than PLN 1.00 nor higher than
PLN 10.00 per share;

d) the authorization for purchase of the Company’s own
shares is valid for 60 (sixty) months since the day the resolution
has been resolved;

e) purchase of own shares may occur with the
mediation of investment company, in stock and non-stock

transactions.

The Management Board, acting for the benefit of the
Company, upon the opinion of the Supervisory Board, may:

a) stop the purchase of shares before 60 days starting
from the day the resolution was adopted or before the funds
assigned for the purchase have been fully utilized,

b) refrain from purchase in part or in whole.

In case of a decision being made as mentioned above, the
Management Board is bound to submit the information
regarding the decision for public knowledge in a manner
determined in the Public Offering Act.

The conditions of purchase of own shares for the purpose of
its redemption or further relocation or resale shall be compliant
with the principles of Commission Regulation (EC) No
2273/20083 dated 22 December 2003.

After the process of purchase of the Company’s own shares,
in compliance with conditions determined by the Shareholders
Meeting, has ended, the Management Board will call a
Shareholders Meeting for the purpose of adopting resolution
regarding redemption of the Company’s own shares and
adequate decrease of share capital, or — in case of assignment
of the purchased shares to further relocation or resale — the
Management Board will make a decision regarding further
relocation or resale of own shares. Redemption of the
Company’s own shares and adequate decrease of share
capital is acceptable also before the end of the process of
purchase of the Company’s own shares.

The Ordinary Shareholders Meeting, acting by virtue of article
362 § 2 item 3 of the Code of Commercial Codes, 348 § 1 in
connection with article 396 § 4 and 5 of the Code of
Commercial Companies, for the purpose of financing of the
purchase of the Company’s own shares on conditions and
within confines of the authorization granted by the resolution,
decides to establish a reserve capital under the name of
4Fundusz Programu Odkupu” for the purchase of own shares.
The amount of “Fundusz Programu Odkupu” is set to PLN
27,500,000. “Fundusz Programu Odkupu” is assigned to
purchase of own shares together with the cost of the
purchase. The Ordinary Shareholders Meeting decides to
distinguish the “Fundusz Programu Odkupu” from the reserve
capital.

18. Conditional increase of share capital and change of the assumptions of incentive program

On 30th July 2009 the Company’s Extraordinary Shareholders
Meeting adopted the Resolution no 4 regarding assumptions
of incentive program for key management officers providing a
possibility of gratuitous acquisition of subscription warrants
entiting to claim shares of D series excluding pre-emptive
rights. As on 31st December 2011 there contracts concluded
to dispense 365 thousand of warrants. Until the day of
preparing of the hereby report none of the entitled persons
exercised the right to exchange warrants for Company’s
shares.

Because of the change in face value of shares, there was also
a change of conditional increase of share capital as provided in

the Company’s Articles of Association which shall amount to
PLN 1,500 thousand.

The conditional increase of share capital was performed for the
purpose of execution of the rights to claim series D shares by
the holders of warrants. The term of execution of the rights to
claim series D shares by the holders of warrants expires on
31st December 2013.

On 28th June 2012 the Ordinary Shareholders Meeting also
adopted a resolution regarding change of the resolution no 4
dated 30th July 2009 regarding assuptions of incentive
program for key managers of the Company, in reference to the
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value of shares’ issue price for which the entitled persons may
claim the shares — in connection with the change of shares’

14. Financial instruments

The Company does not have any material financial
instruments, except for cash on hand and cash in bank, bank
credits and bonds, receivables and liabilities, forward foreign

14.1. Hedge accounting

In order to reduce the volatility of the projected cash flows
related to foreign exchange risk Group companies use
currency hedging based on the use of derivatives related to
foreign exchange market. They include, in particular, forward
contracts.

As on 30th September 2012 the Group used cash flow hedge
accounting for the following hedging relations:

m  Arctic Paper Kostrzyn S.A. designated for cash flow

hedge accounting the FX forward derivatives in order to

face value, it shall be the issue price amounting to PLN 1.00.

exchange contracts as well as contracts for the purchase of
electricity.

hedge part of the proceeds in EUR currency related to
export sales.

m  Arctic Paper Munkedals AB designated for cash flow
hedge accounting the forward derivatives for electricity
hedging in order to hedge the future purchases of
electricity.

m  Arctic Paper Grycksbo AB designated for cash flow hedge
accounting the forward derivatives for electricity hedging
in order to hedge the future purchases of electricity.

Cash flow hedge accounting related to foreign currency trading using FX forward transactions

The table below presents detailed information concerning the hedging relationship in the cash flow hedge accounting regarding the

sale of EUR for PLN:

Hedge type

Hedging the cash flow variations related to the planned sales in foreign currencies

Hedge item

Hedged item is part of the future highly probably cash flows resulting from ex port sales

Hedging instruments

Hedging instruments are FX forward transactions in which the Company commits to sell EUR for PLN

Forward contract parameters

Trade date 18.05.2012

Delivery date

Hedged amount 40min EUR
Forward ratio from 4.3890 to 4.4030

depending on the contract, since 29.10.2012 fill 29.11.2012
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Cash flow hedge accounting related to electricity purchase with the use of forward transactions

The table below presents detailed information concerning the hedging relationship in the cash flow hedge accounting related to the

electricity purchase:

Hedge type

Hedging the cash flow variations related to electricity purchases

Hedge item

Hedged item is part of the future highly probably cash flows resulting from electricity purchases

Hedging instruments

Hedging instruments are forward transactions for electricity purchases on the Nord Pool Stock Exchange

Forward contract parameters

Trade date depending on the contract, since 01.12.2006
Delivery date depending on the contract, untill 31.12.2015
Hedged amount 385,870 MWh

Forward price from 32.10 to 48.80 EUR/MWh

The table below presents the fair value of hedging derivatives in the cash flow hedge accounting as on 30th September 2012 and

the comparable data:

As at 30 September 2012 As at 31 December 2011

(unaudited) (audited)

Assets Liabiliies Assets Liabilities

FX forward 1025 - 1692 -
Electricity forward - 9169 - 8189
Total hedging derivatives 1025 9169 1692 8189

15. Financial risk management objectives and policies

The Group’s principal financial instruments comprise bank
loans, bonds, finance leases and hire purchase contracts,
cash and short-term deposits. The main purpose of these
financial instruments is to raise finance for Group operations.

The Gropu also uses factoring with regression for trade
receivables. The main purpose for using this financial
instrument is to quickly raise finance.

The Group has various other financial instruments such as

receivables and liabilities from deliveries and services, which

arise directly from operations. The main risks arising from the
Group's financial instruments are interest rate risk, liquidity risk,
foreign currency risk and credit risk. The Management Board
reviews and agrees policies for managing each of these risks.

In the opinion of the Management Board — in comparison to
the Annual Consolidated Financial Statements for the period
ended 31st December 2011 there have been no significant
changes of the financial risk. There have been also no changes
in the objectives and policies of the management of this risk.
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16.

17.

Capital management

The primary objective of the Group’s capital management is to
ensure that it maintains a strong credit rating and healthy
capital ratios in order to support its business and maximize
shareholder value.

Contingent liabilities and contingent assets

As on 30th September 2012 the Group reported:

a bill of exchange guarantee issued by AP Kostrzyn S.A.
in favor of the National Fund for Environment Protection
and Water Management for the purpose of securing the
payment of the amount granted to the company within the
confines of the project “Change in the technology of the
heat production as the pre-requisite condition for
obtaining the integrated permit Arctic Paper”. The financial
support granted to the Company within the confines of
this project amounts to PLN 20,352 thousand;

a bill of exchange guarantee issued by AP Kostrzyn S.A.
in favor of the National Fund for Environment Protection
and Water Management for the purpose of securing the
payment of the amount granted to the company within the
confines of the project of the extension to wastewater
treatment farm as the pre-requisite for balanced
development of Arctic Paper Kostrzyn. The financial
support granted to the Company within the confines of
this project amounts to PLN 2,100 thousand;

a bill of exchange guarantee issued by AP Kostrzyn S.A.
in favor of Bankowy Leasing in the amount of PLN 439
thousand;

a bill of exchange guarantee in favor of Bankowy Fundusz
Leasingowy in the amount of PLN 2,092 thousand;

a pledge on movables of Arctic Paper Munkedals AB
resulting from a factoring contract with Svenska
Handelsbanken AB amounting to SEK 160,000 thousand;
a pledge on movables of Arctic Paper Grycksbo AB

resulting from a factoring contract with Svenska

Handelsbanken AB amounting to SEK 85,000 thousand;

In the Management Board’s opinion — in comparison to the

annual consolidated financial statements for the year ended

31st December 2011 there were no significant changes in the

objectives and policies of capital management.

a pledge on real estates of Arctic Paper Grycksbo AB
resulting from a factoring contract with Svenska
Handelsbanken AB amounting to SEK 20,000 thousand

a pledge on shares of Arctic Paper Grycksbo AB resulting
from a factoring contract with Svenska Handelsbanken
AB amounting to SEK 250,000 thousand

a guarantee commitment to FPG in favor of mutual life
insurance company PRI in the amount of SEK 50,000
thousand;

a bank guarantee in favor of Skatteverket Ludvika in the
amount of SEK 135 thousand;

a guarantee dated on 25th March 2010 in favor of
Cartiere del Garda S.P.A -
Distribution Companies (Arctic Paper Sweden AB, Arctic
Paper Denmark A/S, Arctic Paper Norge AS). The
guarantee stands for EUR 900 thousand and is valid until
31st December 2012;

on 15th March 2012 AP S.A. granted a collateral in favor
of Cartiere del Garda S.P.A - paper supplier to the

paper supplier to the

Distribution Companies (Arctic Paper Sweden AB, Arctic
Paper Denmark A/S, Arctic Paper Norge AS). The
guarantee stands for EUR 1,000 thousand and is valid
until 28th March 2014,
a bank guarantee in favor of UPM GmbH amounting to
EUR 1,000 thousand.
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17.1. Legal claims

Case against Cezex Sp. z 0.0.

The lawsuit against CEZEX Spétka z 0.0. for payment of PLN
11,240,476.19 (main debt) was filed on 08th October 2009.
The District Court did not give a verdict. On 21st December
2009 bankruptcy of the company was announced with a
possibility of settlement. On 23 March the District Court in
Szczecin made a decision in favor of Arctic Paper S.A. for the
full amount of the debt.

The law suit against CEZEX Spdtka z 0.0. for payment of PLN
174,666.00 ztotych (main debt) was filed on 27th November
2009. On 04th February 2010 the District Court gave a verdict
in absentia. On 21st December 2009 bankruptcy of the
company was announced with a possibility of settlement. In
May 2011 the settlement was not concluded and liquidation
insolvency was announced. The whole debt of APK S.A. is
listed in debtor’s list. Pursuant of the decision of Board of
Debtors the Bankruptcy Trustee is authorized to conduct
business activity until 31st October 2011. On 21st December
2011 the Regional Court cancelled the statement of the District
Court regarding change of the bankruptcy option to liquidation.
On 07th February 2012 the Regional Court announced
liquidation bankruptcy as filed by Arctic Paper Kostrzyn S.A.
The complaint of the bankrupt has not yet been examined. The
bankruptcy is in progress.

Case against Jakon S.A. in liquidation

On 07th February 2011 bankruptcy of the company was
announced with liquidation of the property. The debt in the
amount of PLN 2,000,000.00 is guaranteed by mortgage on
quarantor’s real estate. There was a warrant of payment

18. CO2 emission rights

Arctic Paper Kostrzyn S.A., Arctic Paper Munkedals AB, Arctic
Paper Mochenwangen GmbH and Arctic Paper Grycksbo AB
are all part of the European Union Emission Trading Scheme.
The current trading period lasts from 1st January 2008 to 31st
December 2012.

issued by the court. The guarantor filed a complaint, the next
court hearing was scheduled to 19th January 2012. On 29th
February the District Court denied the claim of Arctic Paper
Kostrzyn S.A. There was a complaint file on time. A hearing to
discuss the appeal was scheduled to 25th July 2012 but did
not take place on that day — a new date of hearing was
appointed to 19th September 2012. The Court of Appeal
cancelled the decision of primary court and requested it to
investigate the case.

Case against Skolwin Paper International Sp. z 0.0.

The law suit against Skolwin Paper International spétka z o0.0.
for total payment of PLN 1,538,987/32, a warrant of payment
was issued on 04th January 2008. On 10th January 2008 the
District Court in Szczecin announced bankruptcy with
liquidation of the property, it was published in Monitor Sadowy
i Gospodarczy no 17/2008 item 1063. For the time being, it is
difficult to judge whether the company will receive funds and in
what amount from the bankruptcy estate. The debt was
submitted. The liquidation is in process, the final term is not
known because of the complex legal status of the bankruptcy
estate. It cannot be determined now when the case is going to
be closed. On 22nd July 2011 the Company received a portion
of debt from partial distribution plan for the amount of PLN
.46,957.10 Ztotych. The bankruptcy is in progress.

As on 30th September 2012, the companies of the Group are
not parties to any other legal case.

The tables below specify the allocation and usage of emission
rights by each of the four entities.
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(in tonnes) for Arctic Paper Kostrzyn S.A. 2008 2009 2010 2011 2012
Amount granted 208 448 208 448 208 448 208 448 208 448
Amount unused from previous years - 98 511 115 865 183 411 261812
Amount used 109 643 131094 143 659 136 564 105 156
Amount purchased - 14000 47 800 21000 -
Amount sold - 74000 45043 14 483 -
Amount unused 98 511 115 865 183 411 261812 365 104
(in tonnes) for Arctic Paper Munkedals AB 2008 2009 2010 2011 2012
Amount granted 14011 14 011 14011 14011 14011
Amount unused from previous years - (14 232) (16 655) (21 504) (5711)
Amount used 28 243 23834 26 120 15918 1403
Amount purchased - 7400 19 200 17 700 19 160
Amount sold - - 11940 - -
Amount unused (14 232) (16 655) (21 504) (5711) 26 057
(in tonnes) for Arctic Paper Mochenwangen GmbH 2008 2009 2010 2011 2012
Amount granted 118 991 118 991 118 991 118 991 118 991
Amount unused from previous years - 6448 - 9152 (110 424)
Amount used 112 543 105 587 109 839 109 142 82 516
Amount purchased 100 000 - - 9142 21747
Amount sold 100 180 19 500 - 138 567 -
Amount unused 6448 - 9152 (110 424) (52 202)
(in tonnes) dla Arctic Paper Gry cksbo AB 2010 201 2012
Amount granted 69 411* 69 411 69 411
Amount unused from previous years - 1 422
Amount used - - -
Amount purchased - - -
Amount sold 69 400 69 000 -
Amount unused " 422 69 833
* quantity as on the day of acquisition
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19. Government grants

19.1. Subsidy from Ekofundusz Foundation

In the current quarter the Group companies have not received any subsidies.

19.2. Operations in Special Economic Zone

Arctic Paper Kostrzyn S.A. operates in the Kostrzynsko-
Stubicka Specjalna Special Economic Zone (the ,KSSSE”) and
based on the permission issued by the Kostrzyrisko — Stubicka
Special Economic Zone S.A. benefits from the investment tax
relief as regards the activities carried out under the permission.

The tax exemption is of conditional nature. The provisions of
the act on special economic zones provide that Arctic Paper
Kostrzyn S.A. loses its tax relief if at least one of the following

occurs:

B Arctic Paper Kostrzyn S.A. ceases to conduct
business operations in the KSSSE for which it
obtained the permission,
it violates the conditions of the permission, or
it does not remove errors/ irregularities identified
during the course of control within the period of time
specified in the order issued by appropriate minister
for economic affairs,

| it transfers, in any form, the ownership right to assets
to which the investment tax relief related within the
period shorter than 5 years of introducing those
assets to the fixed assets register,

B if the machines and equipment is transferred to
conduct business activities outside the SEZ,

B if Arctic Paper Kostrzyn S.A. receive compensation, in
any form, of the investment expenditure incurred,

| if Arctic Paper Kostrzyn S.A. goes into liquidation or if
it petitioned for bankruptcy.

Based on the permit issued on 25th August 2006, Arctic Paper
Kostrzyn  S.A. may  benefit  from

15th November 2017.

exemption  to

The pre-requisite condition for this tax relief is that appropriate
investment expenditure is made in the Special Economic Zone
within the meaning of § 6 of the Decree of the Council of
Minister dated 14th September 2004 concerning Kostrzyrisko
— Stubicka Special Economic Zone, being the basis for the
calculation of public assistance in accordance with § 3 Decree
with a value exceeding EUR 40,000,000 to 31 December 2013
calculated using the average EUR announced by the President
of the National Bank of Poland as prevailing on the date the
expenditure is made. Creation in the territory of the KSSSE of
at least 5 new workplaces within the meaning of § 3 paragraph
3 and paragraph 6 of the Decree by 31 December 2011 and
maintaining the employment level at 453 people during the
period from 1 January 2012 to 31 December 2018.

The conditions of the exemption have not changed in the
reporting period. The Group was not a subject to any
inspection by the authorized authorities.

During the period from 25th August 2006 to 30th September
2012 Arctic Paper Kostrzyn S.A. incurred capital expenditure
classified as expenditure of the SEZ in the amount of PLN
192,269 thousand. During this period, the amount of public
assistance used was PLN 51,438 thousand. The amount of
deferred tax asset on the expenditures incurred in SEZ as at
30 September 2012 stood at PLN 24,405 thousand.
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20. Significant events after the reporting period

On 1st October 2012, Arctic Paper Munkedals AB purchased
for PLN 4,8540 thousand (SEK 10,000 thousand) 50% of
shares in Kalltorp Kratf Handelsbolaget seated in Trolhattan,
Sweden. Kalltorp Kratf deals in electricity production in its own
hydro-power plant. The purpose of the purchase was the
realization of the strategy of increasing own energy powers of
Arctic Paper Group

21. Other material subjects

As on 30th September 2012 short-term liabilities exceed
current assets. It results mainly from presentation of bank
loans and bonds to be redeemed within twelve months starting
from 30th September 2012 as short-term interest-bearing
loans, borrowings and bonds. The Management Board of
Arctic Paper S.A. negotiates with banks in order to achieve

Signatures of the Members of the Management Board

On 18th October 2012, Arctic Paper S.A. sold to Arctic Paper
Kostrzyn S.A. one share in Arctic Paper Investment GmbH and
decreased its involvement in this company by 0.2%

After 30th September 2012 there were no other significant
events that might have had influence the material and financial
situation of the Group.

refinancing of bank loans and liabilities related to bonds whose
redemption date is scheduled to January and February 2013.
The Management Board plans to repay both bank loans and
bonds through new long-term bank loan. The negotiations are
advanced and the Management Board of Arctic Paper S.A.
expects them to be finalized in the fourth quarter of 2012.

Position Name and surname Date Signature
President of the Management Board
Michat J Aski 5N ber 2012
Chief Executive Officer ona carczynsid ovember
Member of the Management Board ) .
o Michat Bartkowiak 5 November 2012
Chief Financial Officer

Arctic Paper S.A. Capital Group =

Page 72 of 73




Headquarters

Arctic Paper S.A.

J.H. Dabrowskiego 334 A,
PL-60406, Poznan, Poland
Tel. +48 61 6262 000
Fax.+48 61 6262 001

Investors relations:
ir@arcticpaper.com

© 2012 Arctic Paper S.A.

Branch in Sweden:

Box 383

SE-401 26 Goéteborg, Sweden
Tel. +46 770110 120

Fax. +46 31 631 725

WWW.arcticpaper.com




226

Rottneros financial information for
2009-2011

Incorporation by reference

Rottneros’ financial statements for 2009, 2010 and 2011
are part of this information document and should be
read as a part thereof. The above financial statements
are presented in each company’s annual report for that
year. The financial statements have been audited and
the auditors’ reports are included in the report. Annual
reports and articles of association of each company
are available via Rottneros’ website www.rottneros.se
and can be obtained for a period of at least 12 months
from the date of this information document, free from
Rottneros.



Rottneros’ interim report January — September 2012

III 2012

Net turnover, SEK m 359
Income after net financial items, SEK m' -26
including items affecting comparability -26
Eamings per share after net financial items, SEK' -0.17
including items affecting comparability -0.17
Profit/loss after tax, SEK m' 26
including items affecting comparability -26
Earnings per share after tax, SEK’ -0.17
including items affecting comparability -0.17
Cash flow before investments per share, SEK 0.09
Cash flow per share, SEK 0.00
Shareholders' equity per share, SEK 6.58
Equity/assets ratio, % 76

e Income after net financial items amounted to
SEK 6 (-76) million for the period January to
September 2012. The result for the previous year
incurred total write-downs and one-off costs of
SEK -148 million.

e Income after net financial items amounted to SEK
-26 million for the third quarter of 2012 compared
to a profit of SEK 16 million for the same quarter of
the previous year, excluding write-downs and one-
off costs. There was a vacation and maintenance
shutdown respectively at Rottneros Mill and Vallvik
Mill  during the third quarter of 2012. The
maintenance shutdown at Vallvik, which in
previous year took place during the fourth quarter,
had a negative effect on the result of
SEK 25 million.

e Cash flow from current operations amounted to
SEK 14 (27) million for the third quarter of 2012
and SEK 49 (57) million for the period January to
September 2012.

LAl
II
Rottneros

112012
378

36
36

0.24
0.24

27
27

0.18
0.18

0.44

0.35

6.71
74

1 Excluding total w rite-dow ns and one-off costs of SEK 148 million in the third quarter 2011.

Pretreatment of chips on the CTMP line at Rottneros Mill
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III 2011
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CEO’s statement

Rottneros is reporting a positive 9-month result after net financial items of SEK 6 million for the year. Cash flow
after investments and net financial income was also SEK 6 million. The customary four-week vacation shutdown at
Rottneros Mill together with the annual maintenance shutdown at Vallvik Mill, which predominantly fell in
September this year, had a significant effect on the result for the third quarter. The quarterly result was burdened
with approx. SEK 30 million owing to these shutdowns.

The summer downturn was unusually severe this year for Swedish pulp producers such as Rottneros. There was a
global fall in USD market prices, which had a major impact when added to the significant rise in the value of the
Swedish kronor. The market price of our dominant product, NBSK (or chemical softwood pulp), is monitored via
the PIX index, which is published weekly, and this price indicator was approx. SEK 5,000 per tonne for Europe at
the end of September compared with approx. SEK 6,000 per tonne at the end of May and approx. SEK 5,700 per
tonne at the beginning of the year. We now envisage an upward turn in price trends for the final quarter of this
year. List prices in Asia have increased twice by USD 20 per tonne. In North America, which has the highest price
level, the list prices increased by USD 20 per tonne and in Europe by approx. USD 30 per tonne. Nor was the
Swedish krona as strong as it was in August, which means that revenues should now rise again.

Developments have been favourable for us on the cost side, with falling timber and electricity prices as well as
fixed costs. We must learn to live with being a high-cost country in an extremely competitive world. Our only
protection will be our own competitiveness, including continuous productivity improvements. The continuous
rationalisations that have taken place in recent years, including staff reductions, mean that we are not planning
any further downsizing or closures at the current time. However, our focus on efficiency and improved customer
offerings is stronger than ever. We are obviously pleased in this connection about the permit allowing an increase
in production at Vallvik Mill to 242,000 tonnes in three years. This in itself will facilitate a significant improvement in
efficiency. The Swedish Environmental Protection Agency has however appealed against this decision.

During the quarter just ended, the world’s largest CTMP supplier shut down a major plant in Canada and in Europe
Sddra announced that they were withdrawing from the CTMP market. This will entail the disappearance of around
10% of global capacity and significantly more of the current CTMP supplies to the European market. Hopefully this
reduction on the supply side of mechanical pulp will result in improved price formation. These pulps have unique
quality characteristics that are of value to paper and board makers and over time must be priced so that
manufacturers also continue in existence.

Ole Terland
President and CEO

the PIX price for bleached long-fibre sulphate pulp
was approx. USD 180 per tonne higher than for short-
fibre sulphate pulp, and at the end of the third quarter
this variance had decrease to approx. USD 20 per
tonne, which is a historically small difference. A price
increase of USD 20-25 per tonne was announced for
bleached softwood sulphate pulp, increasing this to

THE PULP MARKET
Markets and products
Several price increases were made for short-fibre
chemical pulp during the first half of 2012. The price of
bleached long-fibre chemical market pulp also
increased during the first quarter. However, prices fell

back down during the third quarter and amounted to
USD 765 per tonne for bleached softwood sulphate
pulp at the end of the quarter, which is approx. USD
65 per tonne lower than at the start of the year. EUR
prices for short-fibre bleached sulphate pulp rose
significantly during the first two quarters, but fell back
down during the third quarter. This still represents an
increase of EUR 76 per tonne or USD 98 per tonne
since the beginning of the year. Demand for chemical
pulp continues to be high. At the beginning of 2012,

USD 790 per tonne for all deliveries in October.

Statistics for bleached chemical market pulp for the
total global market showed that deliveries for January
to August 2012 amounted to 27.7 (27.1) million
tonnes, which was 2.0% higher than for the same
period in 2011. Ninety-one per cent (90% for the same
period in 2011) of the global supply capacity for
bleached chemical pulp was utilised for the period
January to August 2012. An estimated 92% (93%) of




production capacity was utilised during the same
period. Global producer stocks of bleached chemical
pulp amounted to approx. 4.1 million tonnes at the end
of August. This may be compared with the same point
in time in 2011, when stock levels were 4.5 million
tonnes.

Long-fibre chemical pulp (NBSK)

(produced at Vallvik)

The PIX price for bleached, long-fibre sulphate pulp in
Europe was USD 834 per tonne at the beginning of
the year and USD 765 per tonne at the end of
September. The market for long fibre chemical pulp is
well balanced, with a decrease in stock over the year
of approx. 160,000 tonnes to the end of August.
Producer stock levels for long-fibre chemical pulp are
normal, corresponding to 31 days' production.

Supplies of bleached long-fibre chemical pulp
increased during January to August 2012 and were
just over 2.1% higher than for the same period in
2011. Delivery capacity utilisation during the period
January to August 2012 amounted to 93% (92% for
the same period in 2011) and production capacity
utilisation was approx. 92% (95%).

Mechanical pulp and CTMP

(produced at Rottneros)

The price of CTMP amounted to approx. USD 570-
590 per tonne in the Western European market at the
beginning of the year. The price per tonne largely
remained the same or was slightly higher at the end of
the third quarter. Deliveries rose by four per cent
during January to August 2012 compared with the
same period in 2011. Deliveries amounted to 1.9
million tonnes during January to August 2012.

Delivery capacity utilisation was 97% (97%) and

production capacity utilisation was 97% (95%) for the
period January to August 2012.

Comressr—wr={ = M b =0
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PRODUCTION AND DELIVERIES

The Group's pulp mills at Rottneros and Vallvik have a
combined annual production capacity of almost
400,000 tonnes. Production amounted to 244,200
(253,700) tonnes for January to September 2012.
Production at Vallvik Mill was 5,000 tonnes lower for
the period January to September compared with the
same period in 2011. This decrease in production is
largely explained by the maintenance shutdown,
which was held in September instead of in October as
in previous years. Vallvik Mill produced well over
20,000 tonnes in June, thereby achieving the highest
ever monthly production figure for the mill.
Rottneros Mill's production of CTMP increased by
2,500 tonnes compared with the period January to
September 2011. However, production of groundwood
pulp at the mill fell significantly as a consequence of
market-related production restrictions.

Deliveries amounted to 252,100 (238,700) tonnes for
January to September 2012. Deliveries from Vallvik
Mill increased by 14,500 tonnes during January to
September 2012 compared with the same period of
the previous year.

Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012  Jan-Sep 2011

Sulphate pulp 47,000 55,400 156,100 161,000
Groundwood pulp 12,300 9,100 37,400 44,500
CTMP 13,300 12,700 50,700 48,200
TOTAL 72,6000 77,2000 244,2000 253,7000

Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012  Jan-Sep 2011
Sulphate pulp 55,900 51,700 162,700 148,200
Groundwood pulp 14,400 10,200 38,900 43,900
CTMP 14,700 12,400 50,500 46,600

252,100

TOTAL 85,000 74,300 238,700

Maintenance shutdowns and seasonal variations
A holiday shutdown took place at Rottneros Mill in July
and August, which was combined with minor annual
maintenance work. The annual maintenance
shutdown at Vallvik Mill started in September 2012
and ended at the beginning of October. The
maintenance shutdown lasted for eight days during
the third quarter, entailing a loss of production
corresponding to 5,000 tonnes. In total the
maintenance shutdown affected the result for the
quarter by SEK -25 million

Costs relating to maintenance shutdowns are
recognised in the period during which the shutdown
takes place. Otherwise, the Rottneros Group is not
affected by seasonal variations to any appreciable
extent.
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SIGNIFICANT EVENTS

Rottneros Mill focuses on CTMP production

As previously communicated, the Board of Rottneros
in May 2012 decided to immediately commence
negotiations concerning the termination of continuous
groundwood pulp production at Rottneros Mill. The
reason for this is the rapid decline in printing paper
consumption in Europe, which has resulted in a
dramatic reduction in the demand for groundwood
pulp. Rottneros Mill has around 100 employees, 50 of
whom were given notice of pending redundancy.

These measures do not generate any substantial one-
off costs and do not result in any need for write-
downs. Negotiations have been concluded and we
plan to cease continuous groundwood pulp production
at the end of March 2013. CTMP production will
continue at the Mill and limited investments will enable
qualitative  improvements  for customers that
manufacture board while slightly increasing capacity.

INVOICING AND RESULTS
January to September 2012 compared with
January to September 2011

DEVIATION ANALYSIS
Jan-Sep 2012 Jan-Sep 2011

NBSK PIX 821 985
SEK/USD 6.82 6.41
NBSK SEK 5,598 6,310
OPERATING INCOME 5 -74
Price -185
Currency 66
Volume -21
Variable costs 62
Total write-downs and one-off costs 148
Other 9
TOTAL 79
Group net turnover amounted to SEK 1,108

(1,176) million for January to September 2012. The
average price of long-fibre sulphate pulp (NBSK) in
USD fell by 17% (from USD 985 to USD 821), while
the average price of NBSK pulp converted into SEK
fell from SEK 6,310 to SEK 5,598 per tonne, a
reduction of 11%.

The average price of electricity on the Nord Pool
electricity exchange amounted to SEK 0.27 per kWh
for January to September 2012, compared with
SEK 0.52 per kWh for the same period of the previous
year.
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= Group operating income amounted to
SEK 5 (-74) million for January to September
2012. The result for January to September 2012
was burdened with approx. SEK -25 million as a
consequence of the maintenance shutdown at
Vallvik Mill. The result for the same period of the
previous year incurred SEK -148 million as a
consequence of write-downs and one-off costs.
Hedging activities realised for January to
September 2012 amounted to SEK -5 (13) million.

= Group income after net financial items amounted
to SEK 6 (-76) million and includes net financial
items of SEK 1 (-2) million. Net financial items
include financial exchange gains of
SEK 2 (0) million.

= Loss after tax amounted to SEK -3 (-96) million.

= Earnings per share after tax were

SEK -0.02 (-0.63).

= Cash flow per  share amounted to

SEK 0.04 (-0.05).

July to September 2012 compared with July to
September 2011

DEVIATION ANALYSIS
Jul-Sep 2012 Jul-Sep 2011

NBSK PIX 786 992
SEK/USD 6.75 6.48
NBSK SEK 5,308 6,425
OPERATING INCOME -28 -131
Price -70
Currency 12
Volume -6
Variable costs 25
Total write-downs and one-off costs 148
Other -6
TOTAL 103

Group net turnover amounted to SEK 359 (367)
million for the third quarter of 2012. The average price
of long-fibre sulphate pulp (NBSK) in USD fell by 21%
(from USD 992 to USD 786), while the average price
of NBSK pulp converted into SEK fell from SEK 6,425
to SEK 5,308 per tonne, a reduction of 17%.

The average price of electricity on the Nord Pool
electricity exchange amounted to SEK 0.20 per kWh
for July to September 2012, compared with SEK 0.35
per kWh for the same period of the previous year.

= Group operating income amounted to
SEK -28 (-131) million for the third quarter of
2012. The result for the third quarter of 2012 was




burdened with approx. SEK -25 million as a
consequence of the maintenance shutdown at
Vallvik Mill, which had been held during the fourth
quarter in previous year. The result for the third
quarter of 2011 incurred SEK -148 million as a
consequence of write-downs and one-off costs.
Hedging activities realised for the third quarter of
2012 amounted to SEK 3 (-6) million.

= Group income after net financial items amounted
to SEK -26 (-132) million and includes net
financial items of SEK 2 (-1) million. Net financial
items include financial exchange gains of
SEK 3 (0) million.

= Loss after tax amounted to SEK -26 (-136) million.

= Earnings per share after tax were SEK-0.17
(-0.89).

= Cash flow per share amounted to SEK 0.00
(0.00).

July to September 2012 compared with April to
June 2012

Jul-Sep 2012 Apr-Jun 2012

NBSK PIX 786 845
SEK/USD 6.75 6.95
NBSK SEK 5,308 5,870
OPERATING INCOME -28 36
Price -23
Currency -9
Volume -16
Variable costs 0
Other -16
TOTAL 64

Group net turnover amounted to SEK 359 million for
the third quarter of 2012 compared with SEK 378
million for the second quarter of 2012. The average
price of long-fibre sulphate pulp (NBSK) in USD fell
from USD 845 to USD 786, while the average price of
NBSK pulp converted into SEK fell from SEK 5,870 to
5,308 per tonne, a reduction of 10%.

The average price of electricity on the Nord Pool
electricity exchange amounted to SEK 0.20 per kWh
for the third quarter of 2012, compared with SEK 0.26
per kWh for the second quarter of 2012.

= Group operating loss amounted to SEK -28 million
for the third quarter of 2012 compared with the
second quarter of 2012 when operating profit
amounted to SEK 36 million. The result for the
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third quarter incurred approx. SEK -25 million
related to the maintenance shutdown at Vallvik
Mill. Furthermore, a vacation shutdown was held
at Rottneros Mill during the third quarter. Hedging
activities realised during the third quarter of 2012
amounted to SEK 3 (-6) million.

= Group income after net financial items amounted
to SEK -26 million for the third quarter of 2012,
compared with a profit of SEK 36 million for the
second quarter of 2012.

INVESTMENTS AND FINANCIAL POSITION

=  Group investments in fixed assets amounted to
SEK 44 (69) million for January to September
2012.

= The Group’s liquid funds amounted to
SEK 15 million at the end of September 2012,
compared with SEK 21 million at the end of
December 2011.

= The Group had total interest-bearing liabilities of
SEK 50 milion on 30 September 2012
(SEK 47 million on 31 December 2011). Net
interest-bearing liabilities amounted to
SEK 35 million (SEK 26 million on 31 December
2011).

= Approved but unutilised credit facilities amounted
in total to SEK 106 million on 30 September 2012
and total approved credit facilities amounted to
SEK 150 million.

= The equity/assets ratio was 76% on
30 September 2012, which is one percentage unit
higher than on 31 December 2011.

= Equity per share amounted to SEK 6.58
(SEK 6.65 on 31 December 2011).

CASH FLOW

= Cash flow from operating activiies before
investments amounted to SEK 49 (57) million for
January to September 2012 and included cash
flow of SEK -10 (13) million from financial
hedging.

= Cash flow after investing activities amounted to
SEK 6 (-8) for January to September 2012.

AVERAGE NUMBER OF EMPLOYEES
The average number of employees was 278 (302) for
January to September 2012.

TAX

Deferred tax assets amounted to SEK 60 million on
30 September 2012, representing a reduction of
SEK 13 million compared with 31 December 2011.
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Recorded deferred tax assets correspond to unutilized
tax loss carry-forward of SEK 228 million. In addition
there was also a tax loss carry-forward of SEK 174
million, for which deferred tax assets have not been
recognized.

PARENT COMPANY

The parent company’s income after net financial items
amounted to SEK -22 (-84) million for January to
September 2012. The result for January to September
2011 incurred total write-downs of receivables of
SEK -72 million. The income after net financial items
includes hedging activities realised for the entire
Group, which affected the result by SEK -5 (13)
million.

The parent company’s balance sheet and income
statement can be found on pages 13 and 14.

SHARE INFORMATION

NUMBER OF SHARES

30 September 2012

Registered number of shares 163,393,890
- of which treasury shares 821,965
Share price
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LARGEST SHAREHOLDERS AT 30 SEPTEMBER 2012

Shareholder Number of Percentage
shares (=votes) of capital

Nemus Holding AB 30,857,435 20.1
Skagen Verkst Verdipapirfond 11,452,911 7.5
Danske Bank A/S 6,451,273 4.2
DNB NOR Bank ASA Sverige 6,451,273 4.2
Clearstream Banking S.A W8IMY 5,601,100 3.6
Robur Forsakring 4,754,414 3.1
Aziz Invest AB 4,500,000 2.9
JP MORGAN BANK 3,802,532 25
BBVA Ireland P.L.C 2 323,139 1.5
Forsakringsaktiebolaget, Avanza Pension 2,318,608 1.5
Total holdings of 10 largest shareholders 78,512,685 51.1
Rottneros AB (treasury stock from buy-back) 821,965 0.5
Other shareholders 74,059,240 48.4
TOTAL 153,393,890 100.0

Sale of treasury shares
The number of shares in Rottneros amounts to
153,393,890. Rottneros’ holding of treasury shares
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amounts to 821,965 shares. The AGM held in 2012
authorised the Board to make decisions regarding the
transfer of shares in the company for the period up
until the next AGM. No such transfer has taken place
so far.

Transactions with related parties

Rottneros has sold pulp to the Arctic Paper S.A.
Group, which is a closely related party, amounting to
approx. SEK 80 million during the period. This has
been conducted on normal market terms.

Dividends

A resolution was made at the AGM on 19 April 2012 to
issue a dividend of SEK0.10 per share, which
corresponds in total to SEK 15 million. This dividend
was distributed in April 2012.

RISK MANAGEMENT

The company's operational work involves a number of
measures and strategies — for example, focusing on
niches and various specific customer segments —
aimed at reducing the Group's dependence on market
pulp list prices and moderating fluctuations in
profitability over a business cycle. The factors that
have the greatest impact on the Group’s results are
linked with exchange rates and the prices of pulp,
timber and electricity.

Profit/loss after financial items

2012 2011
Group LI} [} | \% 1] ] | Full year

Profit/loss after

. -26 36 -4 -44 132 37 19 -120
financial items

Whereof:

Currency hedges 5 -2 2 -4 -1 5 7 7
Pulp price hedges 6 2 - - - - - -
Electricity hedges 8 -6 -4 -9 -5 1 6 -7
Total hedges 3 -6 -2 13 -6 6 13 0
Green electricity 5 5 5 3 5 6 6 20

Currency exposure, USD and EUR

Although Rottneros issues invoices in various
currencies, the main underlying currency for pulp
prices is predominantly USD. Around 10% of invoicing
is contracted in SEK, with EUR as the invoicing
currency. The underlying exposure to USD is thus
very high, while the direct inflow of USD (the real flow)
corresponds to just over 45%. However, the impact of
exchange rate fluctuations on indirect exposure is
delayed, as the normal duration of a contract is
between one and three months.

The average USD exchange rate was 6% higher for
January to September 2012 compared with the same
period of the previous year, amounting to an average
of SEK 6.82/USD for the period compared with




SEK 6.41/USD for January to September 2011. The
impact on turnover of a higher average exchange rate
for USD in relation to SEK for January to September
2012 amounted to SEK 56 million compared with
January to September 2011.

At the end of September 2012, currencies were
hedged in the form of forward contracts concluded for
USD 13 million at an average rate of SEK 7.00/USD.
In addition to this, currencies were hedged in the form
of forward contracts concluded for EUR 13 million at
an average rate of SEK 9.20/EUR for electricity
purchases for 2012 to 2015.

Pulp price

The price of pulp (NBSK) is set in USD, while
manufacturing costs are largely incurred in local
currencies. During the first half of 2012, contracts
were concluded to hedge the pulp price at USD 890
per tonne for 2,000 tonnes per month for the period
April to December 2012 together with contracts to
hedge the pulp price at SEK 6,060 per tonne for
1,000 tonnes per month for the period July to
December 2012. The profit realised by this hedging
amounted to SEK 6 million for the third quarter of
2012.

Electricity

All physical electricity is purchased directly via the
Nord Pool electricity exchange. Electricity prices are
quoted in EUR. At the end of September 2012, the
amount of electricity hedged corresponded to the
proportion of forecast consumption shown in the table.
Average prices in EUR/MWh are specified in the table,
together with average prices in SEK/kWh (based on
EUR forward exchange rates as of 30 September
2012).

Year Part hedged EUR/MWh SEK/kWh
2012 Q4 60% 49.1 0.42
2013 52% 45.4 0.39
2014 34% 46.5 0.40
2015 17% 49.0 0.43

Total EUR hedging of EUR 13 million was concluded
at an average rate of SEK 9.20/EUR for electricity
costs in 2012-2015.

The average price level for electricity on Nord Pool
amounted to SEK 0.27 per kWh for January to
September 2012.

See pages 32 to 36 of the Annual Report for 2011 for
further information on risk.
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erket Reference - spot rate
Hedging Hedged volure Hedge price value 30 Sep 2012
Curency USD, fowardsell ~ USD13m 7.00 SEK/USD 6 6,50 SEK/USD
Curency EUR, fowardbuy ~ EUR13m 920 SEK/EUR 8 849 SEKELR
Pulp price 6000tornes 890 USD (PIX) 5 USD 762 (PX)
Pulp price 3000tomnes 6,060 SEK (PIX) 3 SEK 5,022 (PIX)
Electicity 306,980 MWh  SEK 0.401/kWh 2 SEK 0.212kWh
Total market value 18

Market Reference - spot rate
Hedging Hedged volure Hedge price value 30 Sep 2011
Currency USD, foward sell ~ USD24m 6.60 SEK/USD 6 6.78 SEK/USD
Curency EUR fowardsell ~ EUR9m 910 SEK/ELR 2 9.23 SEKELR
Electricity 434,572 MWh  SEK 0.455/kWh 12 SEK 0.253kWh
Total market value -16

The table above shows the market values of all
hedging. The valuation refers to the liquidation value;
i.e. a valuation made in accordance with the forward
contracts on 30 September 2012. The reference value
refers to the spot rate on 30 September and is
provided as supplementary information. As a result of
the application of IFRS/IAS, these market values are
reflected in the balance sheet and in some cases in
the income statement, but are also shown here as
supplementary information.

ACCOUNTING PRINCIPLES

This interim report has been prepared in accordance
with IAS 34 ‘Interim Financial Reporting’, which
complies with Swedish law through the application of
the Swedish Financial Reporting Board’s
Recommendation RFR 1 ‘Supplementary Accounting
Rules for Groups’ together with RFR 2 ‘Accounting for
Legal Entities’, in respect of the parent company.

The accounting principles, definitions of key ratios and
calculation methods are the same as those used in
the last annual report.

FORECAST FOR 2012
The company is not providing an earnings forecast for
2012.

FORTHCOMING FINANCIAL INFORMATION
24 January 2013 Year-end Release for 2012

18 April 2013 Interim Report Jan-March 2013
18 July 2013 Interim Report Jan-June 2013

22 October 2013 Interim Report Jan-Sept 2013

24 January 2014 Year-end Release for 2013

The AGM for Rottneros AB will be held in Stockholm
on Thursday, 18 April 2013.

For more information, please visit Rottneros’ updated
website, www.rottneros.com.

Stockholm, 19 October 2012

Ole Terland
President and Chief Executive Officer
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REPORT OF REVIEW OF INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed this report for the period 1 January 2012 to 30 September 2012 for Rottneros AB (publ). The
board of directors and the CEO are responsible for the preparation and presentation of this interim report in
accordance with IAS 34 and the Swedish Annual Accounts Act. Our responsibility is to express a conclusion on
this interim report based on our review.

Scope of Review

We conducted our review in accordance with the Swedish Standard on Review Engagements SOG 2410, Review
of Interim Report Performed by the Independent Auditor of the Entity. A review consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing, ISA, and other generally accepted auditing standards in Sweden. The procedures
performed in a review do not enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the interim report is not
prepared, in all material respects, in accordance with IAS 34 and the Swedish Annual Accounts Act, regarding the
Group, and with the Swedish Annual Accounts Act, regarding the Parent Company.

Stockholm, 19 October 2012

Ohrlings PricewaterhouseCoopers AB

Bo Lagerstrom

Authorised Public Accountant

Analyst and press conference

Analysts and journalists are invited to a meeting on Friday 19 October 2012 at 10.00.
Location: Rottneros Head Office, World Trade Center, Kungsbron 1, C6, Stockholm, Sweden

Please register with Hella Wopfner, hella.wopfner@rottneros.com, telephone: +46 8 590 010 12

Rottneros AB (publ)

Corp. ID no. 556013-5872

Box 70 370, SE-107 24 Stockholm, Sweden
Tel. +46 8 590 010 00

www.rottneros.com

Rottneros discloses the information provided herein pursuant to the Securities Markets Act and/or the Financial
Instruments Trading Act. This information was submitted for publication on 19 October 2012 at 08.00. A Swedish and an
English version of this report have been drawn up. The Swedish version shall apply in the event of differences between
the two reports.
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DEFINITIONS OF KEY RATIOS
Equity/assets ratio Capital employed
Shareholders' equity as a percentage of the balance Balance sheet total less non-interest-bearing
sheet total. operating liabilities including deferred tax liabilities.
Interest-bearing net assets/liabilities Return on equity
Liquid assets minus interest-bearing liabilities. Net profit for the past twelve-month period as a
percentage of average shareholders’ equity for the
Debt/equity ratio period in question.
Interest-bearing net assets/liabilities divided by
shareholders' equity. Interest coverage ratio
Profit after net financial items plus interest expense,
Operating margin divided by interest expense.
Operating profit after depreciation as a percentage of
net turnover for the period. P/E ratio
Share price at the end of the period in relation to
Profit margin earnings per share after tax.
Profit after net financial items as a percentage of net
turnover for the period. Direct yield
Dividend as a percentage of the share price at the
Net profit/loss end of the period.

Net profit/loss is the profit/loss after tax.
Operating cash flow/share

Earnings per share Cash flow from operating activites and normal
Net profit/loss divided by the average number of investments divided by the number of shares.
shares.

Cash flow before investments/share
Return on capital employed Cash flow from operating activities divided by the
Profit after net financial items plus interest expense number of shares.

for the past twelve-month period divided by the
average capital employed for the period in question.

GLOSSARY

BEK Bleached Eucalyptus Kraft, Mechanical pulp  Pulp produced using a mechanical
bleached eucalyptus pulp. process for fibre separation and

processing. Has a higher level of
bulk, stiffness and opacity than
chemical pulp.

Chemical pulp Pulp produced by cooking pulpwood NBSK Northern Bleached Softwood Kraft:
together with chemicals. Has higher bleached long-fibre sulphate pulp.
brightness and strength than The leading indicator of world
mechanical pulp. market prices.

CTMP Chemi-Thermo-Mechanical Pulp. TMP Thermo-Mechanical Pulp:
Development of TMP, where the raw mechanical pulp produced using a
material is impregnated with technique in which the chips are
chemicals. Stronger than TMP. preheated with steam.

ECF Elemental Chlorine Free, sulphate UKP Unbleached Kraft Pulp: unbleached
pulp bleached using chlorine dioxide sulphate pulp.
only.

Groundwood pulp Mechanical pulp made from
(SGP) roundwood.
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CONSOLIDATED PROFIT/LOSS ACCOUNTS (SEK MILLION)
Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012 Jan-Sep 2011 Full year 2011

Net turnover 359 367 1,108 1,176 1,513
Change in inventories, finished goods -53 18 -50 63 60
Other income 24 21 57 74 90
TOTAL INCOME 330 406 1,115 1,313 1,663
Raw materials and consumables -202 -244 -680 -780 -1,001
Other costs -103 -156 -255 -331 -450
Personnel costs -40 -56 -135 -159 -209
Depreciation/amortisation and write-downs -13 -81 -40 -117 -120
TOTAL OPERATING COSTS -358 -537 -1,110 -1,387 -1,780
OPERATING INCOME -28 -131 5 -74 117
Financial income 3 -1 5 1 2
Financial expenses -1 0 -4 -3 -5
Net financial items 2 -1 1 -2 -3
INCOME AFTER NET FINANCIAL ITEMS -26 -132 6 -76 -120
Tax on income for the year 0 -4 -9 -20 -24
NET PROFIT/LOSS AFTER TAX -26 -136 -3 -96 -144
Earnings after tax/share (SEK)! -0.17 -0.89 -0.02 -0.63 -0.95

' Profit after tax per share, after dilution, is the same as the profit after tax per share.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (SEK MILLION)
Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012 Jan-Sep 2011 Full year 2011
NET PROFIT/LOSS AFTER TAX -26 -136 -3 -96 -144

Other comprehensive income

Cash-flow hedging, income before tax 9 -15 12 -40 -54
Cash-flow hedging, tax effect -2 4 -3 11 14
Exchange rate differences -1 0 -1 1 1
Reclassification adjustment 3 - - - 0 0
TOTAL OTHER COMPREHENSIVE INCOME 6 =11 8 -28 -39
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD -20 -147 5 -124 -183

KEY INDICATORS THAT AFFECT TURNOVER

Pulp price NBSK, USD ' 786 992 821 985 960
SEK/USD 2 6.75 6.48 6.82 6.41 6.50
Pulp price NBSK, SEK 5,308 6,425 5,598 6,310 6,229
Rottneros' deliveries, tonnes 85,000 74,300 252,100 238,700 311,400

' Source: PIX/Market Pulse.

2 Source: Sw edish central bank yearly average.

3 Cumulative amount of exchange rate differences reclassified from equity to profit or loss according to IAS 21.
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CONSOLIDATED BALANCE SHEET (SEK MILLION)

Sep 2012 Sep 2011 Dec 2011

Intangible fixed assets 4 2 3
Tangible fixed assets 762 671 760
Financial fixed assets 60 85 78
Total fixed assets 826 758 841
Inventories 222 277 276
Current receivables 255 254 209
Liquid funds 15 89 21
Total current assets 492 620 506
TOTAL ASSETS 1,318 1,378 1,347
Shareholders' equity 1,004 1,073 1,014
Longterm liabilities

Interest-bearing 2 6 5

Non interest-bearing 18 8 11
Total longterm liabilities 20 14 16
Current liabilities

Interest-bearing 48 5 42

Non interest-bearing 246 286 275
Total current liabilities 294 291 317
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 1,318 1,378 1,347

CASH-FLOW ANALYSIS (SEK MILLION)

Jan-Sep 2012 Jan-Sep 2011 Full year 2011

Operating income 5 -74 -117
Adjustment for non cash-flow items
Depreciation/amortisation and write-downs 40 117 120
Profit/loss from disposal of fixed assets 0 -4 -4
Write-downs of receivables 0 72 72
Other non cash-flow items -5 11 14
40 122 85
Paid financial items 1 -2 0
Received/paid taxes -2 -5 -1
Cash-flow from current operations before change in working capital 39 115 84
Change in working capital 10 -58 -49
Cash-flow from current operations 49 57 35
Acquisition of fixed assets -44 -69 -157
Sale of fixed assets 1 4 4
Change in long-term receivables - - 5
Cash-flow from investing activities -43 -65 -148
New loans 7 - 37
Repayment of loans -4 -28 -28
Utbetald utdelning -15 -30 -30
Cash-flow from financing activities -12 -58 -21
Cash-flow for the year -6 -66 -134
Liquid funds at beginning of year 21 155 155
Cash-flow for the year -6 -66 -134
Translation difference in liquid funds 0 0 0
Liquid funds at end of year 15 89 21
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SHARE DATA'

Jan-Sep Jan-Sep

2012 2011 2011 2010 2009 2008 2007
Shares, opening? No. 152,572 152,572 152,572 1,525,719 180,212 180,212 180,212
Shares issued? No. - - - 0 1,345,507 - -
No. of company's own shares bought back? No. - - - -1,373,147 - - -
Shares clos,ing2 No. 152,572 152,572 162,572 152,572 1,525,719 180,212 180,212
Average number of shares? No. 152,572 152,572 152,572 152,572 26,884 18,021 18,021
Operating profit or loss/share® SEK 0.04 -0.49 -0.77 0.90 -6.18 -16.95 -19.99
Earnings after net financial items/share® SEK 0.04 -0.50 -0.79 0.90 -2.58 -21.33 -21.30
Earnings after tax/share® SEK -0.02 -0.63 -0.95 0.82 -2.59 -18.35 -16.69
Operating cash flow/share® SEK 0.04 -0.05 -0.74 0.51 2.74 -13.34 -5.59
Equity/share5 SEK 6.58 7.03 6.65 8.05 7.14 44.96 58.29
Dividend® SEK - - 0.10 0.20 - - -
Dividend/equity/share % - - 1.5 2.5 - - -
Share price at end of period® SEK 1.77 2.90 2.1 4.37 6.90 10.50 23.10
Share price/equity/share Times 0.3 0.4 0.3 0.5 1.0 0.2 0.4
P/E ratio/share Times Neg Neg Neg 5.3 Neg Neg Neg
Direct yield* % - - 4.7 4.6 - - -

" No key ratios were influenced by any dilution effect.

2 The number of shares is stated in thousands, excluding treasury shares held by Rottneros.

* Cash-flow after normal investments but excluding strategic investments.

“ Direct yield is calculated in relation to the closing listed price.

5 There was a reverse share split in April 2010, where ten existing shares were combined
into one share. The comparison periods have been adjusted for this reverse split.

KEY RATIOS EIGHT QUARTERS

2012 2011 2010

1] Il | Y [} I | Y

Net turnover, SEK m 359 378 371 337 367 409 400 402
Return on equity after full tax, % Neg Neg Neg Neg Neg 85 104 10.8
Return on capital employed, % Neg Neg Neg Neg Neg 11.0 119 116
Equity/assets ratio, % 76 74 75 75 78 83 83 82
Equity/share, SEK * 6.58 6.71 6.64 6.65 7.03 800 8.13 8.05
Earnings after tax/share, SEK ' -0.17 0.18 -0.03 -0.32 -0.89 0.17 0.09 0.06
Cash flow before investments/share, SEK ~ 0.09 0.44 -0.21 -0.15 0.18 0.36 -0.16 0.26
Operating cash flow/share, SEK * 0.00 0.35 -0.32 -0.69 0.00 0.22 -0.27 -0.10
Operating margin, % Neg 9.7 Neg Neg Neg 8.8 5.2 3.5

CHANGE IN SHAREHOLDERS' EQUITY (SEK MILLION)
Jan-Sep 2012 Jan-Sep 2011 Full year 2011

Opening shareholders' equity 1,014 1,228 1,228
Total comprehensive income for the period 5 -124 -183
Dividend -15 -31 -31

Closing shareholders' equity 1,004 1,073 1,014
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QUARTERLY DATA (SEK MILLION)

2012 2011 2010

1] I I v 1] I I v 1] I I

Net turnover 359 378 371 337 367 409 400 402 413 462 407
Operating profit/loss before depreciation 15 50 10 -40 -50 54 39 35 88 61 40
Depreciation/amortisation and write-downs -13 -14 -13 -3 -81 -18 -18 -20 -20 -13 -33
Operating profit/loss -28 36 -3 -43 131 36 21 15 68 48 7
Net financial items 2 0 -1 -1 -1 1 -2 -2 -4 2 4
Profit/loss after financial items -26 36 4 44 132 37 19 13 64 50 11
Tax 0o -9 0 -4 4 11 -5 -5 -8 0 0
Profit/loss after tax 26 27 4 48 -136 26 14 8 56 50 1
Pulp production, 1,000 tonnes 72.6 89.7 819 704 772 880 885 750 826 840 814
Pulp deliveries, 1,000 tonnes 85.0 824 847 727 743 810 834 804 758 86.8 87.3

PARENT COMPANY PROFIT/LOSS ACCOUNTS (SEK MILLION)
Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012 Jan-Sep 2011 Full year 2011

Net turnover 1 2 4 24 27
Other income 13 -2 15 17 12
TOTAL INCOME 14 0 19 41 39
Raw materials and consumables - - - -8 -8
Other costs -1 -82 -30 -98 -114
Personnel costs -4 -5 -13 -20 -24
Depreciation 0 0 0 0 0
TOTAL OPERATING COSTS -15 -87 -43 -126 -146
OPERATING INCOME -1 -87 -24 -85 -107
Profit from participations in group companies 1 - 1 - 16
Financial income, other 1 0 3 2 3
Financial expenses, other 0 0 -2 -1 -2
Net financial items 2 0 2 1 17
INCOME AFTER NET FINANCIAL ITEMS 1 -87 -22 -84 -90
Tax on income for the year - 0 - 0 -1
NET PROFIT/LOSS AFTER TAX 1 -87 -22 -84 -91

PARENT COMPANY STATEMENT OF COMPREHENSIVE INCOME (SEK MILLION)

Jul-Sep 2012 Jul-Sep 2011 Jan-Sep 2012 Jan-Sep 2011 Full year 2011
NET PROFIT/LOSS AFTER TAX 1 -87 -22 -84 -91

Other comprehensive income
TOTAL OTHER COMPREHENSIVE INCOME - - - - -
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 1 -87 -22 -84 -91
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PARENT COMPANY BALANCE SHEET (SEK MILLION)
Sep 2012 Sep 2011 Dec 2011
Intangible fixed assets 3 1 2
Tangible fixed assets 1 1 1
Financial fixed assets 299 319 318
Total fixed assets 303 321 321
Current receivables 687 681 780
Liquid funds 2 6 8
Total current assets 689 687 788
TOTAL ASSETS 992 1,008 1,109
Shareholders' equity 936 980 973
Current liabilities
Interest-bearing 44 - 37
Non interest-bearing 12 28 99
Total current liabilities 56 28 136
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 992 1,008 1,109
SIX YEAR REVIEW
Jan-Sep 2012 Jan-Sep 2011 2011 2010 2009 2008 2007
KEY INDICATORS THAT AFFECT TURNOVER
Pulp price NBSK, USD ! 821 985 960 930 657 852 794
SEK/USD ? 6.82 6.41 6.50 7.21 7.65 6.58 6.76
Pulp price NBSK, SEK 5,598 6,310 6,229 6,705 4,989 5,617 5,368
Rottneros' deliveries, tonnes 252,100 238,700 311,400 330,300 376,700 617,900 714,700
Turnover and income, SEK million
Net turnover 1,108 1,176 1,518 1,684 1,508 2,663 2,927
Profit/loss before depreciation 45 43 4 224 -62 -82 75
Depreciation -40 -117 -120 -86 -104 -224 -435
Operating profit/loss after depreciation 5 -74 -117 138 -166 -306 -360
Net financial items 1 -2 -3 0 97 -79 -24
Profit/loss after net financial items 6 -76 -120 138 -69 -385 -384
Profit/loss after tax -3 -96 -144 125 -69 -331 -301
Balance sheet items, SEK million
Fixed assets 826 758 841 867 849 1,149 1,123
Inventories 222 277 276 213 215 447 493
Current receivables 255 254 209 259 230 391 572
Liquid funds 15 89 21 155 111 45 121
Shareholders' equity 1,004 1,073 1,014 1,228 1,089 810 1,050
Long-term interest-bearing liabilities 2 6 5 10 57 692 173
Long-term non interest-bearing liabilities 18 8 " 0 1 14 49
Current interest-bearing liabilities 48 5 42 29 44 82 452
Current non interest-bearing liabilities 246 286 275 227 214 434 585
Balance sheet total 1,318 1,378 1,347 1,494 1,405 2,032 2,309
Finaical ratios
Operating margin, % 0.5 -6.3 -7.8 8.2 -11.0 -11.5 -12.3
Profit margin, % 0.6 -6.4 -8.0 8.2 -4.6 -14.4 -13.1
Return on capital employed, % Neg Neg Neg 11,6 Neg Neg Neg
Return on equity after full tax, % Neg Neg Neg 10,8 Neg Neg Neg
Equity/assets ratio, % 76 78 75 82 78 40 45
Debt/equity ratio, Times 0.0 -0.1 0.0 -0.1 0.1 1.0 0.6
Interest cover, Times 2.8 Neg Neg 26.2 Neg Neg Neg
Other
Capital expenditure, SEK m 44 69 157 125 10 191 163
Average no. of employees 278 302 298 308 387 667 718
" Source: FOEXNBSK PIX.
2 Source: Swedish central bank yearly average.




ROTTNEROS IN BRIEF
Rottneros has been a supplier of customised and high
quality paper pulp since the 1600s.

Around 300 people are employed at Rottneros, which
had a turnover of SEK 1.5 billion in 2011.

Rottneros produces market pulp; i.e. paper pulp sold on
the open market in contrast to pulp that is produced at
mills with integrated paper production.

The Rottneros Group has an annual production
capacity of just under 400,000 tonnes of pulp at its two
mills in Rottneros and Vallvik.

Vallvik Mill produces two grades of long-fibre sulphate
pulp: fully bleached sulphate pulp (ECF — Elemental
Chlorine Free) and unbleached sulphate pulp (UKP —
Unbleached Kraft Pulp).

Rottneros Mill manufactures CTMP and groundwood
pulp, which are mechanical grades of pulp.

Business concept

Rottneros’ business concept is to be an independent
and flexible supplier of high-quality, customised pulp.
Rottneros adapts its product range to meet the needs
and high expectations of customers by continuously
developing its products and providing a high level of
supply reliability, technical support and service.

Business model

Rottneros operates in the market for market pulp and is
a global supplier of bleached and unbleached long-fibre
chemical pulp, together with mechanical CTMP and
groundwood pulp.

Pulp is produced at two Swedish pulp mills. Vallvik Mill
produces long-fibre chemical bleached sulphate pulp
and long-fibre chemical unbleached pulp. Rottneros Mill
manufactures mechanical CTMP pulp and groundwood
pulp. The mills are independent profit centres and have
their own sales organisations.

Adding value

Rottneros adds value by focusing on segments where
the Group's production focus and applications have
achieved, or can achieve, a strong position in the
market for market pulp. Examples of this include pulp
for electrical applications presenting high purity
requirements, filters where air permeability is crucial,
food packaging where the most important factor is its
stiffness, and pulp for thin printing paper with high
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requirements for opacity where Rottneros is an
important supplier.

An essential part of adding value is the effective and
rational management of the input goods required for
pulp production. Rottneros primarily uses three input
goods:

e Timber, which accounts for approx. 38 per cent of
our costs.

e Electricity, which accounts for approx. eight per cent
of our costs.

e Chemicals, which accounts for around seven per
cent of our costs.

In order to achieve security and stability, Rottneros is
looking for long-term relationships and contracts with
the suppliers of these goods.

Operative objectives and strategies

Rottneros has a number of overall objectives for its
operational activities, which are intended to result in a
competitive return for shareholders over a business
cycle by creating value and yielding dividends. In order
to achieve this objective, the Group needs to create
added value for its customers as well as be an
attractive employer and competitive producer.

One of our objectives is growth. In order to create a
favourable environment for achieving this goal,
Rottneros works according to two main strategies:

. Rottneros is looking for development opportunities
to strengthen the existing pulp operation through
strategic alliances in Sweden and abroad. The
Group is also planning to further increase capacity
at Vallvik Mill.

. Rottneros is preparing for a possible entry into
related activities, where the Group's knowledge of
pulp refining is utilised and represents a
precondition, and where there are clear synergy
effects. One step in this development is that the
Group is running projects in cooperation with
industrial and financial partners aimed at leading
to the production of high-refined biofuel at both
mills.

Another objective is for Rottneros to gradually lay the
foundation for less volatile movements in the share
price over the course of a business cycle by focusing
increasingly on more specialised grades of pulp.
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Rottneros, a company that was originally established in the 1600s, is an independent and flexible supplier of
customised paper pulp of high quality. Rottneros has been able to adapt in order to meet high customer
expectations by continually developing its products and maintaining high levels of delivery reliability,
technical support and service.

Rofttneros has an annual production capacity of almost 400,000 tonnes of pulp at two mills in Sweden.
Increasingly intensive product development in line with the requirements of customers will result in
profitability that is higher and more stable throughout the business cycle.

Rottneros AB (publ)
Box 70 370, 107 24 Stockholm
Visiting address: World Trade Center, Kungsbron 1, C6, Stockholm
Telephone +46 8 590 010 00
info@rottneros.com  www.rottneros.com













Addresses

Arctic Paper

J.H. Dabrowskiego 334 A
60406 Poznan, Poland
Telephone: +48 61 6262 000
Website: www.arcticpaper.com

Auditors to Arctic Paper
Ernst & Young Audit Sp. z o.o.
Rondo ONZ 1

00-124 Warsaw, Poland

Financial advisor to Arctic Paper
Nordfirst Corporate Finance
Norrmalmstorg 14

111 46 Stockholm, Sweden

Legal advisors to Arctic Paper
Roschier Advokatbyra AB
Blasieholmsgatan 4 A

103 90 Stockholm, Sweden

K&L Gates Jamka sp.k.
Al. Jana Pawla Il 25
00-854 Warsaw, Poland

Account operators
Euroclear Sweden AB

Box 191

101 23 Stockholm, Sweden

Krajowy Depozyt Papieréw Wartosciowych S.A.
ul. Ksigzeca 4
00-498 Warsaw, Poland

Rottneros

World Trade Center Kungsbron 1, Cé
107 24 Stockholm, Sweden
Telephone: +46 8 590 010 00
Website: www.rottneros.se

Auditors to Rottneros

Orhrlings PricewaterhouseCoopers AB
Torsgatan 21

113 97 Stockholm, Sweden
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