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INCOME STATEMENT
for year ended 31st December 2013

Note Year ended Year ended
31 December 2013 31 December 2012

Continuing operations
Sales of services 30 40 668 37 209
Interest income 30 1134 25841
Dividend income 30 75 155 47 852
Revenues 11 116 956 110902
Cost of interest to subsidiaries (9 784) -
Gross profit (loss) 107 172 110902
Other operating income 12.1 284 262
Selling costs 125 (2 861) (1 387)
Administrative expenses 125 (28 546) (26 931)
Other operating costs 12.2 (255 548) (47 062)
Operating profit (loss) (179 498) 35784
Financial income 12.3 3194 1021
Financial costs 12.4 (3607) (23 277)
Profit (loss) before tax (179 910) 13528
Income tax 131 - 1
Profit (loss) from continuing operations (179 910) 13529
Discontinued operation - -
Profit (loss) from discontinued operation - -
Profit (loss) for the perioc (179 910 13 52¢
Earnings per share (in PLN):

- basic from the profit (loss) for the period 14 (2,61) 0,24

- basic from the profit (loss) from continuingerations (2,61) 0,24

- diluted from the profit (loss) for the period 14 (2,61) 0,24

- diluted from the profit (loss) from continuingerations (2,61) 0,24

Accounting policies and additional notes includedoages from 12 to 66 are an integral part of tfies@écial statements
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31st December 2013

Note Year ende: Year ende:
31 December 2013 31 December 2012

Profit (loss) for the period (179 910) 13529
Items to recognise in profit/loss in future periods
Forelgq currency translation differences for fame 299 152 (46)
operation
Other comprehensive income 152 (46)
Total comprehensive income for the period (179 758) 31574

Accounting policies and additional notes includedoages from 12 to 66 are an integral part of tfies@cial statements
6/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
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STATEMENT OF BALANCE SHEET
as on 31st December 2013

As at As at
Note 31 December 2013 31 December 2012
ASSETS
Non - current assets
Fixed assets 16 263 316
Intangible fixed assets 17 1321 1327
Investments in subsidiaries 18.1 822 189 1021 820
Other non-financial assets 18.3 5745 846
829 519 1024 309
Current assets
Trade and other receivables 20 44 489 29 790
Income tax receivables 811 1822
Other current financial assets 18.2 21142 26 476
Other current non-financial assets 18.3 609 764
Cash and cash equivalents 21 9018 30 356
76 069 89 208
TOTALASSETS 905 588 1113517
EQUITY
Share capital 22.1 69 288 55404
Share premium account 22.3 652 662 580 878
Other reserve capital 22.4 147 871 200 407
Translation reserve 22.2 192 40
Retained earnings (179 968) 13471
Total equity 690 044 850 198
Non-current liabilities
Borrowings, loans and bonds 25 175 428 128 300
Provisions 26 733 827
Deferred tax liabilities 13.3 1 1
Accrued expenses and prepaid income 27.2 2 026 1974
178 188 131 102
Current liabilities
Borrowings, loans and bonds 25 114 98 260
Trade payables 27.1 33523 29 037
Other current liabilities 27.1 117 1 68(
Accrued expenses and prepaid income 27.2 2548 3239
37 356 132 216
TOTAL LIABILITIES 215544 263 318
TOTAL EQUITY AND LIABILITIES 905 588 1113516

Accounting policies and additional notes includedoages from 12 to 66 are an integral part of tfies@écial statements
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STATEMENT OF CASH FLOWS
for the year ended 31st December 2013

Year ende Year ende
31 December 2013 31 December 2012
Note
(audited) (audited)
Cash flows from operating activities
Profit (loss) before tax (179 910) 13 528
Adjustments for:
Depreciation 12.6 99 111
Net foreign exchange differences 154 51)
Impairment of non-current assets 250 628
Net interests and dividends 1647 17 935
Gain (loss) from investing activities 1860 -
Change in trade and other receivables 29
(15 726) (13 861)
Change in trade and other payables (except footdmgs,
loans and bonds) 10562 25199
Change in accruals and prepayments (483) 2 603
Change in provisions (94) (1 065)
Income tax 1011 (1 456)
Loans granted to subsidiaries 6 439 156 309
Net cash used in operating activities 76 185 209 353
Cash flows from investing activities
Purchase of property, plant and equipment and intangible assets (40) (56)
Increse of shares in subsidiaries (37 234) (27 922)
Proceeds from sales of shares to non-controlling interest 3979) -
Acquisition of shares in a subsidiary 4 977) (15 063)
Net cash from investing activities (38 272) (43 040)

Accounting policies and additional notes includedoages from 12 to 66 are an integral part of tfies@cial statements
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STATEMENT OF CASH FLOWS
for the year ended 31st December 2013 — continued

Year ende Year endel

31 December 2013 31 December 2012
Note
(audited) (audited)
Cash flow from financing activities

Repay ment of bonds (71 900) (128 100)

Loans received 16 690 -

Dividends paid - (9973)
Interest paid (4 041) (21 645)
Net cash from financing activities (59 251) (159 718)
Cash and cash equivalents at the beginning of theepod 21 30 356 23760
Net increase (decrease) in cash and cash equivalent (21 338) 6 596
Cash and cash equivalents at the end of the period 21 9017 30 356

Accounting policies and additional notes includedoages from 12 to 66 are an integral part of tfies@écial statements
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STATEMENT OF CHANGES IN EQUITY

for the year ended 31st December 2013

Share Share Translatior ~ Other reserv

Note capital premium reserve capital Retained earnings Total equity
As at 1 January 2013 55 404 580 878 40 200 407 13471 850 198
Profit (loss) for the period - - - - (179 910) (179 910)
Other comprehensive income for the period 22.2 - - 152 - - 152
Total comprehensive income - - 152 - (179 910) (179 758)
Issue of shares 22.1 13 884 70 702 - (64 983) - 19 603
Profit distribution - 1082 - 12 447 (13 529) -
As at 31 December 2013 69 288 652 662 192 147 871 (179 968) 690 044

Accounting policies and additional notes includedobages from 12 to 66 are an integral part of tfies@cial statements
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For the year ended 31st December 2012

Share Share Translatior ~ Other reserv

Note capital premium reserve capital Retained earnings Total equity
As at 1 January 2012 554 035 80 062 (6) 120 276) 25820 780 188
Profit (loss) for the period - - - - 13529 13529
Other comprehensive income for the period - - 46 - - 46
Total comprehensive income - - 46 - 13529 13574
Issue of shares - - - 64 983) - 64 983
Reallocation of equity (498 632) 498 632 - - - -
Profit distribution - 2184 - 15 148) (27 305) (9973)
Payments within the tax group in Sweden - - - - 1427 214
As at 31 December 2012 55 404 580 878 40 200 407 13471 850 198

Accounting policies and additional notes includedobages from 12 to 66 are an integral part of tfies@cial statements
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ACCOUNTING POLICIES AND ADDITIONAL NOTES

1. Corporate information
The financial statements of the Arctic Paper S.Aecothe year ended 31st December 2013 and contain
comparative data for the year ended 31st Decenfif. 2

Arctic Paper S.A. (hereinafter ,Company” ,Entityl)as incorporated on the basis of a Notarial De¢eddda0th
April 2008 and has publicly traded shares.

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

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

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

The main area of the Company’s business activitypiding activity for the benefit of Arctic Papeagital Group.

The direct parent company of Arctic Paper S.A.rigsbfuk AB (formerly Arctic Paper AB). The ultimaparent
company of Arctic Paper Group is Cassandrax Firds&.A.

2. Identification of consolidated financial statements

The Company prepared consolidated financial statésrfer the year ended 31st December 2013, whistbban
approved for publishing on 21st March 2014.

3.  Composition of the Management Board

As on 31st December 2013, the Management BoatteoEbmpany consisted of:

m  Wolfgang Libbert - President of the Management Bagpointed on 27th November 2013 (appointed
as a Member of the Management Board on 5th Jun2)201

m Malgorzata MajewskaSliwa - Member of the Management Board appointe@%th November 2013;
m Jacek L& - Member of the Management Board appointed on Aptil 2011;

m Per Skoglund - Member of the Management Board aypedion 27th April 2011.

On 18th June 2013, Mr. Michat Jaréski resigned from being the President of the Marnsge Board effective
on 15th July 2013 (current report 27/2013). On 1&the 2013, the Supervisory Board of the Compapwiafed
Mr. Wolfgang Lubbert as the President of the Mamagiet Board of Arctic Paper S.A. (current reportZ®a/3)

On 26th July 2013, Mr. Michat Bartkowiak resignedm being a Member of the Management Board with
immediate effect (current report 32/2013).

On 12th February 2014 the Supervisory Board ofdbmpany appointed Mr. Michat Sawka as a Membehef t
Management Board of Arctic Paper S.A. (current rep(2014).

From 31st December 2013 until the day of publistihfinancial statements no other changes in timepasition
of the Management Board of the Company occurred.

Accounting policies and additional notes includedpages from 12 to 66 are an integral part of tfies@ecial statements
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4.  Approval of the financial statements

These financial statements were approved for phiblisby the Management Board on 21st March 2014.

5. Company’s investments

The Company has investments in the following subsigs:

Share in capital

Entity Registered office Busines activities

31.12.2013 31.12.2012
Arctic Paper Kostrzyn S.A. Poland, Kostrzyn nad &iabrycznal Paper production 100% 100%
Arctic Paper Munkedals AB Sweden, SE 455 81 Munkedal Paper production 100% 100%

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

Latvia, K. Vard iela 33-20, Riga LV- . A
13::1 ardemara iela g2 Trading services 100% 100%

Belgium, Ophemstraat 24,
B-3050 Oud-Heverlee

Arctic Paper UK Limited Trading services 100% 100%

SIA Arctic Paper Baltic States

Arctic Paper Benelux S.A. Trading services 100% 100%

Arctic Paper Schweiz AG ?3’:;? rland, Technoparkstrasse 1, 8005I'rading services 100% 100%
Arctic Paper ltalia srl Italy, Milano — Via R. Bosgoh 14 Trading services 100% 100%
Arctic Paper Ireland Limited Ilriland, 4 Rosemount Park Road, I:)UbhnTrading services 100% 100%
Arctic Paper Danmark A/S Denmark, Jydekrogen 18, DK-2625 Trading services 100% 100%
Vallensbaek
. France, 43 rue de la Breche aux Loups, . .
Arctic Paper France SAS . P Trading services 100% 100%
75012 Paris
. Spain, Avenida Diagonal 472-474, 9-1 . .
Arctic Paper Espana SL P g Trading services 100% 100%
Barcelona
Arctic Paper Papierhandels GmbHCvliJes:la’ Hainborgerstrasse 34A, A_1030Trading services 100% 100%
Arctic Paper Polska Sp. z o.0. Poland, Biskupia/8&saw Trading services 100% 100%
. Norway, Rosenholmsveien 25, . ) 0 0
Arctic Paper Norge AS NO-1414 Trollasen Trading services 100% 100%
Arctic Paper Sverige AB Sweden, Kurodsvagen 9, 46U8devalla Trading services 100% 100%
Arctic Paper East Sp. z o.0. Poland, Kostrzyn nady@dhbryczna 1  Trading services 100% 100%
Arctic Paper Investment GmbH Germany, Fabrikstrasse 62, DE-882, 84HoIding company 99,80% 100%
Wolpertswende
Arctic Paper Investment AB Sweden, Box 383, 401 B6eBorg Holding company 100% 100%
Rottneros AB Sweden, Vallvik Pulp production 51,27% 6895

As on 31st December 2013 and 31st December 20&dtcentage of voting rights held by the Compamy i
subsidiaries corresponds to the percentage heleiahare capital of those entities.

Until 26th February 2013, Arctic Paper S.A. contiduo purchase shares of Rottneros AB either uhéetalling,
whose principles were described in the annual diofaged financial statements for 2012, or throuiglea purchases
in NASDAQ OMX stock exchange.

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
13/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
Accounting policies and additional explanatory sote
(in PLN thousands)

The Company purchased 82,726,339 of Rottneros ABeshin the aggregate which represented 54.2%sshare
share capital and in the total number of votes.

Since a portion of Rottneros AB shares was purchas@xchange of newly issued AP S.A. shares ftin&os AB
shares, in December 2012 and in 2013, the Comsangd 13,884,283 series F shares in the aggrégdlatsued
shares has been registered in National Court Registil 31st December 2013.

On 11th November 2013, the Company sold 4,495 ,4afes of Rottneros AB and as a result decreasstats in
Rottneros AB share capital by 2.9 p.p. CurrentlgtisrPaper S.A. holds 51.3% of Rottneros Groupeshar

On 29th October 2013 the Company concluded an agmtewith Arctic Paper Investment GmbH concerning
purchase of 100% of shares in Arctic Paper DeuaschGmbH. The agreement entered into force onalstaly
2014.

6.  Significant professional judgment and estimates

In the process of applying the Group’s accountiolicies regarding areas presented below, profeakjodgment
of the management staff had the most significafiecefapart from accounting estimations,.

Deferred tax asset

Due to the uncertainty regarding utilization inug periods of tax losses recorded in years 2003:2the
Management Board decided not to create deferredsset for this purpose. Furthermore, the ManageBward
decided to create deferred tax asset up to the mnodthe deferred tax liability.

Impairment of assets in subsidiaries

The Management Board of Arctic Paper S.A. condudttdiled analysis of the impact of global econoaonisis
on the Company’s operating results and resulth@fcompanies within the capital group. During tanalysis
indicators of impairment of the Company’s assetested in subsidiary Arctic Paper Mochenwangen Gmike
identified.

As on 31st December 2013 an impairment test welsnpeed of tangible and intangible assets in theepapill
Arctic Paper Mochenwangen, of which 94.9% of shamdengs to Arctic Paper Investment GmbH.

The performance of the test in Arctic Paper Mochemgen was connected with achieving by the millvaelo
result than expected by the management of the Giithip was influenced by market conditions sucmasease
of raw materials prices, strengthening of compmtiin the segment of paper produced by Mochenwangin
mostly decline of demand for newsprint.

In respect of the above, a decision had been nmgderform a test on impairment using discountedh dsvs
method. The performed test resulted in impairménh® Company’s assets invested in Arctic Papeestment
GmbH and an allowance in the amount of PLN 77,8&Ri$and. The allowance value was recognized in the
amount of PLN 1,203 thousand as a decrease ofsitearcome and in the amount of PLN 76,650 thousend
other operating costs.

As on 30th June 2013 and 31st December 2013 anrimgat test was performed of tangible and intargyéssets
in the paper mill Arctic Paper Grycksbo AB, of whit00% of shares belongs to Arctic Paper InvestrAént

The performance of the test in Arctic Paper Gryok&B was connected with achieving by the mill a éowesult
than expected by the management of the Group.\Wdésnfluenced by market conditions such as ineresaw
materials prices, strengthening of competitiorhim s$egment of paper produced by Grycksbo mill.

In respect of the above, a decision had been nmgderform a test on impairment using discountedh ¢asvs
method. The performed test resulted in impairmbotvances as on 30th June 2013 in the amount of P34\N700
thousand (including PLN 9,846 thousand as decrefseterest income and PLN 124,854 thousand asrothe
operating cost) and as on 31st December 2013 imtt@unt of PLN 48,320 thousand (including PLN 8,594
thousand as decrease of interest income and PLA2@%ousand as other operating cost).
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As on 31st December 2013 an impairment test wasnpeed of tangible and intangible assets in a ithistion

company Arctic Paper Sverige AB. The performancthefimpairment test was connected with achievinthe

company a lower result than expected by the manageof the Group. This was influenced by marketitons,

particularly strengthening of competition in thgseent of paper produced by Arctic Paper Gryckslpaser mill

of which Arctic Paper Sverige AB is a main disttilmu The performed test resulted in impairmentwa#loce as
on 31st December 2013 in the amount of PLN 11,Agtdand.

Impairment of intangible assets’ components

In accordance with IAS 36 the Company, on a regodais, performs analysis of indications of impa&ntin
trademarks acquired from Trebruk AB in 2009. Evgegr the Company performs impairment test with réga
to the trademarks. In this case no amortizatiomggegare made as required by IAS 38 which doeslimt to
amortize the intangibles with indefinite usefulelifAs on the balance sheet date the Company pextbrm
impairment test of the corporate Arctic Paper tragek. This analysis revealed that the trademankismpaired.
The next impairment test is planned for 31st Decamn2i014.

The Company also performed an impairment testiferttademark obtained with the acquisition of Ar®aper
Grycksbo as on 30th June 2013 and 31st Decembe. dWils analysis revealed the necessity to perfanm
impairment allowance in the amount of PLN 25,17%Usand. The allowance has been recognized in ddated
financial statements for the year ended 31st Deee2®13. The test for impairment of trademark warsggmed
at Arctic Paper Grycksbo level, while treating tmenpany as a single cash-generating unit.

The next impairment test is scheduled for 31st D 2014.

7.  Basis of preparation of financial statements

The financial statements have been prepared ostarical cost basis.

These financial statements are presented in Pabsh (“PLN”) and all values are rounded to the msathousand
(PLN ‘000) except when otherwise indicated.

The hereby financial statements have been prepargéde assumption that the Company will continugaeg
concerns in the foreseeable future. As describedta 25.1 ‘Bank loans and borrowings’ on 20th Delger 2013
the Company together with its subsidiaries condlugie annex to a loan agreement with a consortiubaoks:
Bank Pekao S.A., Bank Zachodni WBK S.A. and BREIBSrA. The detailed provisions of the annex hawenbe
provided in the note 32.1. The annex concludedyrenothers, to establish new ratios of financialetmnts
determined for Arctic Paper Kostrzyn S.A. and fbe tissuer's Capital Group, which were met as ort 31s
December 2013. The Management Board prepared falaocecasts for all Group entities, which havewh
that the covenants will have been met also aseagiid of each quarter of 2014. The Annex alsodiuired a new
case of breach of the agreement if Svenska Haralgsln does not prolong the short-term loan agretsnasmd
factoring agreements concluded by Arctic Paper &lyo AB. On 19th March 2013 Arctic Paper Grycksk® A
concluded an annex to an agreement with Svenskddtdranken regarding prolongation of the payment tef
Arctic Paper Grycksbo AB overdraft indebtednessl @tith September 2014, keeping the hitherto piii
conditions. Under the annex it was also decideldwer the particular covenants, which Arctic Pa@eycksbo
AB will have to meet as on 30th September 2014&itet repayment of overdraft indebtedness. Fationmeet
the conditions precedent may result in bringingltzs to maturity which can have a major impactiquidity
of the Group and continuation of its business djpmra. In the Management Board’s opinion, the risted to
repayment of indebtedness in Svenska Handelsbaskpostponed not only until 30th September 2014 Th
Management Board prepared financial forecasts @42which have shown that the covenants requésiad
Arctic Paper Grycksbo will have been met both a8@h September 2014 and on 31st December 2014efbne,
no additional breach of the principles of the l@a@meement concluded between Arctic Paper Kostrzyar®l a
consortium of banks (Bank Pekao SA, Bank ZachodBKvénd BRE Bank SA) is going to occur. With reg&rd
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the above, the Management Board is of the opirfiaty tiespite the existing risk, the adoption ofaksumption

that the Company and the Group will continue asg@oncerns is reasonable.

7.1. Statement of compliance

These financial statements are prepared in accoedaith International Financial Reporting Standg{tisRS”),
as well as with IFRSs endorsed by the EuropeanrUiibthe balance sheet date, in light of the aurprocess
of IFRS endorsement in the European Union and #tera of the Company’s activities, there is noatighce
between the IFRSs applied by the Company and tR8¢$Fendorsed by the European Union.

IFRSs comprise standards and interpretations aegddytthe International Accounting Standards B¢4ASB”)
and the International Financial Reporting Interatiens Committee (“IFRIC”).

7.2. Functional currency and presentation currency

Functional currency and presentation currency ®@bmpany in these financial statements is Polatly ZPLN).

8.  Changes in accounting policies

The accounting policies adopted in the preparatiothe financial statements are consistent witlsé¢hiollowed
in the preparation of the Company’s annual conatdid financial statements for the year ended 3&sedber
2012, except for application of changes in starslardl new interpretations binding for yearly pesibeginning
on 1st January 2013:

m Amendments to IAS 1 Presentation of Financial $tatets: Presentation of Iltems of Other Comprehensive
Income - effective for financial years beginningamafter 1st July 2013,

The amendments concern grouping positions of ott@mnprehensive income. The positions of other
comprehensive income subjected to future reclassifin to profit or loss are presented in sepandfiiom the
positions that are not going to be reclassifiedrtafit or loss.

Moreover, from 1st January 2013 the Company haptaddor the first time other new standards/amendsi®
existing standards, which did not cause changesrirent financial statements and comparable datfllaws:

®  Amendments to IAS 19 Employee Benefits - effecfimefinancial years beginning on or after 1st Japua
2013,

Amendments introduced to IAS 19 relate to: caneglihe corridor approach, introducing the requinetef
immediate recognition of changes in assets/liagdlibf the program and immediate recognition ot<o$ past
employment, recognizing actuarial profits/lossesother comprehensive income and enhancing the sabpe
disclosures.

The amendments introduce also changes in dividiemployee benefits for short-term and long-term.

Adoption of the amendments had no impact on the @2my's financial position, performance and thepscof
information presented in the Company’s financiatesents.

m IAS 1 Clarification concerning comparative informaat requirements (amendment)
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The changes clarify the difference between volyntadditional comparative information and minimum
requirements for comparative information. The Conypé required to disclose comparative information
additional explanatory notes, when it voluntarilsegents comparative information for an additionatiqd
compared to the requirement of minimum one comperateriod.

Adoption of the amendments had no impact on the gamyis financial position, performance and thepscof
information presented in the Company’s financiatements.

B Amendments to IAS 12 Income Taxes: Deferred TaxoRery of Underlying Assets — effective for finaaici
years beginning on or after 1st January 2012 -Ureffective at the latest for financial years begig on or
after 1st January 2013.

Adoption of the amendments had no impact on the @2my's financial position, performance and thepscof
information presented in the Company’s financiatesnents.

m IFRS 13 Fair Value Measurement - effective for fficial years beginning on or after 1st January 2013.

IFRS 13 establishes a single set of principlesam to determine fair value of financial and nonaficial assets
and liabilities, when required or permitted undeR8. IFRS 13 does not influence on the obligatidh@situation

when the measurement at fair value is regquiRegulations of IFRS 13 are applicabl¢hhbio the initial

measurement and after the initial recognition.

IFRS 13 requires new disclosures on valuation tieet®s and inputs used to determine fair valuestiameffect
of certain inputs on fair value measurement.

IFRS 13 defines fair value as the output pricethsresult of IFRS 13 guidelines, the Company reared its

policies concerning fair value measurement, pdeityfoe such input data, as the risk of defatthaasurement
of fair value of liabilities. Adoption of IFRS 13ds not have a material influence the results @Qbmpany’s
measurement of fair value. Additional disclosuriésiequired, are included in particular explanatargtes

concerning assets and liabilities whose fair valas measured.

B Amendments to IFRS 7 Financial Instruments — Dmales: Offsetting Financial Assets and Financial
Liabilities - effective for financial years beging on or after 1st January 2013.

The amendments introduce additional quantitative ajualitative disclosures relating to transferdioéncial
assets when:

[ financial assets are derecognised in their egtitait there is a continuing involvement in theng(e
options or guarantees on the transferred assets),

[ financial assets are not derecognised in theiregpt

Adoption of the amendments had no impact on the giamyis financial position and performance preseited
the Company’s financial statements.

m Amendments to IFRS 1 First-time Adoption of Intdim@al Financial Reporting Standards: Severe
Hyperinflation and Removal of Fixed Dates for Fiste Adopters — effective for financial years begng
on or after 1st July 2011 — in EU effective atldtest for financial years beginning on or aftdiahuary 2013
Amendments to IFRS 1 First—time Adoption of Int¢imi@al Financial Reporting Standards: Government
grants — effective for financial years beginningoorafter 1st January 2012.
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The amendments to IFRS 1 are not applicable foCtirapany.

®m  Amendments resulting from review of IFRS (publisieiay 2012) — effective for financial years baging
on or after 1st January 2013 and concerning IAGrbBIAS 32.

Adoption of the amendments had no impact on the g2myis financial position, performance and thepscof
information presented in the Company’s financiatesments.

m IFRIC 20 Stripping Costs in the Production Phasa 8tirface Mine — effective for financial years ineghg
on or after 1st January 2013,

The interpretation is not applicable for the Compan

Pursuant to transition guidance, starting fromJbstuary 2012 the Company applied jointly IFRS ERS 11,
IFRS 12, IAS 27 Separate Financial Statements ABI2B (updated in 2011).

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

9. Amendments to existing standards and new regulatien

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

m The first phase of IFRS 9 Financial InstrumentsisSification and Measurement and subsequent amensime

- effective date postponed by IASB without propgsiotential deadline for endorsement,

m Amendments to IAS 32 Financial Instruments - Pregem: Offsetting Financial Assets and Financial

Liabilities- effective for financial years begingjon or after 1st January 2014,

m Amendments to IFRS 10, IFRS 12 and IAS 27 Investraatities (issued on 31st October 2012) - effectiv

for financial years beginning on or after 1st Japa®14,

m IFRIC 21 Levies - effective for financial years baging on or after 1st January 2014 - not endotsegU
till the date of approval of these financial stadeis,

B Amendments to IAS 36 Recoverable Amounts Disclastioe Non-Financial Assets (issued on 29th May

2013) - effective for financial years beginningamafter 1st January 2014,

B Amendments to IAS 39 Novation of Derivatives andhtimuation of Hedge Accounting (issued on 27th June

2013) - effective for financial years beginningamafter 1st January 2014,

m  Amendments to IAS 19 Defined Benefit Plans: Empéo@ontributions (issued on 21st November 2013) -

effective for financial years beginning on or affiest July 2014 - not yet endorsed by EU till theéedaf
approval of these financial statements,

m  Annual Improvements to IFRSs 2010-2012 - some amends effective for financial years beginning on or

after 1st July 2014 and some effective prospedgtifal transactions occurring on or after 1st Ju2 - not
yet endorsed by EU till the date of approval osthénancial statements,
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m  Annual Improvements to IFRSs 2011-2013 - effectorefinancial years beginning on or after 1st 2044
- not yet endorsed by EU till the date of apprafahese financial statements,

m IFRS 14 Regulatory Deferral Accounts - effective financial years beginning on or after 1st Jan2y6
- hot yet endorsed by EU till the date of appravahese financial statements.

The Management Board does not expect that thedintton of the above-mentioned amendments and
interpretations will have a significant impact & taccounting policies applied by the Company.

10. Summary of significant accounting policies

10.1. Foreign currency translation

The functional currency of the Company is Poligitglhowever for foreign branch functional curreie$wedish
crown. As on the balance sheet date, assets dnilities of foreign branch are translated into ftimgal currency
of the Company using the foreign exchange rategilieg for the given currency on the balance shiz¢¢ and
its statement of comprehensive income is translatddnctional currency using weighted averagepfanticular
period.

The exchange differences arising on the translatierplaced in other comprehensive income and adea in
a separate line of equity — translation differences

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

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

Exchange differences resulting from translationrasorded under finance revenue or finance costs,wcases
defined in accounting policies — are capitalizethimmcost of the assets. Non-monetary foreign oggrassets and
liabilities recognized at historical cost are tlated at the historical foreign exchange rate plegaon the
transaction date. Non-monetary foreign currencetasand liabilities recognized at fair value aemslated into
Polish zloty using the rate of exchange bindingtabe date of re-measurement to fair value.

The following exchange rates were used for valugpiorposes:

31 December 2013 31 December 2012

usbD 3,0120 3,0996
EUR 4,1472 4,0882
SEK 0,4694 0,4757
LVL 5,9009 5,8595
DKK 0,5560 0,5480
NOK 0,4953 0,5552
GBP 4,9828 5,0119
CHF 3,3816 3,3868

For valuation of assets and liabilities of branstoa 31st December 2013 the exchange rate SEK/RPis\used
amounting to 0.4694 (31st December 2012:; 0.475%) vBluation of the positions of comprehensive medor

the year ended 31st December 2013 the exchang8E&# LN was used amounting to 0.4855 (for the pealed
31st December 2012: 0.4808) which is an arithnmmegan of NBP average exchange rates announced B 201
(2012).
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10.2. Property, plant and equipment

Property, plant and equipment are measured at @secprice or construction cost less accumulatecediggion
and impairment losses.

The initial cost of an item of property, plant aaduipment comprises its purchase price and anyttiire
attributable costs of bringing the asset to workingdition for its intended use. Cost also comprite cost of
replacement of fixed asset components when incpifréte recognition criteria are met. Subsequepeaditures,
such as repair or maintenance costs, are expemsléd ieporting period in which they were incurred.

Purchase price of property, plant & equipment fritwn clients is determined in its fair value as loa tlay the
control started.

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

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

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

Residual values, useful lives and depreciation odsthof assets’ components are reviewed annually iénd
necessary, adjusted retrospectively i.e. with efi@en the beginning of the financial year that hast ended.

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

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

10.3. Intangible assets

Intangible assets acquired separately or constiydt¢hey meet the recognition criteria for dey@iaent costs)
are measured on initial recognition at cost. Thet obintangible assets acquired in a business c@tibn is fair

value as at the date of combination. Followingiahitecognition, intangible assets are carriedcst dess any
accumulated amortization and any accumulated impit losses. Expenditures incurred for internadigeyated
intangible assets, excluding capitalized develogmests, are not capitalized and are charged agaiofts in

the year in which they are incurred.

The useful lives of intangible assets are assdsg#te Company to be either finite or indefinite.
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Intangible assets with finite lives are amortizedrmthe useful life and assessed for impairmentnekier there is
an indication that the intangible asset may be iredaThe amortization period and the amortizatisethod for

an intangible asset with a finite useful life aggiewed at least at each financial year end. Claimgthe expected
useful life or the expected pattern of consumptibfuture economic benefits embodied in the asseaacounted
for by changing the amortization period or metrexiappropriate, and treated as changes in accgagiimates.
The amortization expense on intangible assetsfimite lives is recognized in the income statenierihe expense
category consistent with the function of the intlleyasset.

Intangible assets with indefinite useful lives @ndse that are not in use are tested for impairmentally either
individually or at the cash generating unit level.

Useful lives are reviewed on an annual basis dngdessary, are adjusted with effect from theo@gg of the
financial year that has just ended.

Research and development costs

Research costs are expensed in the profit anchtesrint as incurred.

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

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

License and Software Trademarks
Useful lives 2 -5 years Indefinite
Method of amortization 2 - 5 years on a straight-line basis Not amortized
Internally generated or acquired Acquired Acquired
Annual assessment to determine

Annually and where an indication of

Impairment testing whether there is any indication that . . .
impairment exists.

an asset may be impaired.

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

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

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

10.4. Impairment of non-financial assets

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

The recoverable amount of an asset or a cash-dameuait is the higher of the asset’s or cash-gativeg unit’s
fair value less costs to sell and its value in Udee recoverable amount is determined for an iddiai asset,
unless the asset does not generate cash inflowaréh¢argely independent of those from other assegroups
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of assets. Where the carrying amount of an asseees its recoverable amount, the asset is consid@paired
and is written down to its recoverable amount. $8egsing value in use, the estimated future casvsfare
discounted to their present value using a pre-tscodint rate that reflects current market assessneénhe time
value of money and the risks specific to the asset.

Impairment losses of continuing operations are gezed in the income statement in the expense caé&xg
consistent with the function of the impaired asset.

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

Such reversal is recognized immediately in the imecstatement. After a reversal of an impairmens lies
recognized, the depreciation (amortization) chdogehe asset is adjusted in future periods tocalle the asset’s
carrying amount, less its residual value (if amy),a systematic basis over its remaining usefel. lif

10.5. Borrowing costs

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

Borrowing costs include interest calculated ustmg ¢ffective interest rate method, finance changesspect of
finance leases and foreign exchange differencasned in connection with the external financinghe extent
that they are regarded as an adjustment to inteosss.

10.6. Shares in subsidiaries, affiliated entities and jait ventures

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

10.7. Financial assets

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

m financial assets at fair value through profit @dp

m loans and receivables,

m financial assets available for sale

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

m those that upon initial recognition are designaeét fair value through profit or loss;
m those that are designated as available for sate; an

m those that meet the definition of loans and reddes
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Financial assets held to maturity are measurecdattized cost using the effective interest rateaRcial assets
held to maturity are classified as non-current @si$¢hey are falling due within more than 12 ntmnfrom the
balance sheet date.

A financial asset at fair value through profit os$ is a financial asset that meets either ofdh@ving conditions:
a) ltis classified as held for trading. A financialsat is classified as held for trading if it is:

B acquired principally for the purpose of sellingnithe near term;

m part of a portfolio of identified financial instriants that are managed together and for which tisere
probability of short-term profit-taking; or

m a derivative (except for a derivative that is afinial guarantee contract or a designated andtieffec
hedging instrument),

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

Financial assets at fair value through profit @slare measured at fair value, which takes intowattc¢heir market
value as at the balance sheet date less of salesattion expenses. Any change of these instrursetaken to
income statement/statement of comprehensive incnfi@ancial income (favorable changes of fair edlor
financial cost (unfavorable changes of fair vall@hen a contract contains one or more embeddedatiegs,
the entire hybrid contract may be designated asamdial asset at fair value through profit or |asecept where
the embedded derivative does not significantly rfyottie cash flows or it is clear without profounciadysis that
if the hybrid instrument were primarily recognizée separation of the embedded derivative woulrbkibited.

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

(i) the designation eliminates or significantly veds the inconsistent treatment that would othenarsse from
measuring the assets or recognizing gains or lassésem on a different basis; or

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

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

As on 31st December 2012 and as on 31st Decembér 20 financial assets have been designatedais @hlue
through profit and loss.

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahateuoted
in an active market. These are classified as cuassets, provided their maturity does not exc&eghdnths after
the balance sheet date. Loans and receivablesnaitlirities exceeding 12 months from the balancetstate are
classified under non-current assets.

Available-for-sale financial assets are those nerivdtive financial assets that are designatedvasable-for-
sale or are not classified in any of the three gaéty categories. Available-for-sale financial &ss&e measured
at fair value, without deducting transaction coats] taking into account their market value attihlance sheet
date. Where no quoted market price is availablethate is no possibility to determine their failue using
alternative methods, available-for-sale financiededs are measured at cost, adjusted for any imeairlosses.
Positive and negative differences between thevédire and acquisition cost, net of deferred tafinaincial assets
available for sale (if quoted market price deteedion the regulated market is available or if thie yalue can
be determined using other reliable method), arertgk the revaluation reserve. Any decrease invithge of
financial assets available for sale resulting fiompairment losses is taken to the income statermashtrecorded
under finance cost.
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Purchase and sale of financial assets is recogaiziéh@ transaction date. Initially, financial assare recognized
at acquisition cost, i.e. at fair value plus, fimahcial assets other than classified as finamdséts as at fair value
through profit and loss, transaction costs.

Financial assets are derecognized if the Compasgsliis control over contractual rights attacheithdse assets,
which usually takes place upon sale of the assehere all cash flows attributed to the given aasetransferred
to an independent third party.

10.8. Impairment of financial assets

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

10.8.1 Assets carried at amortized cost

If there is objective evidence that an impairmesslon loans and receivables carried at amortiastdhas been
incurred, the amount of the loss is measured aditfezence between the asset’s carrying amountlaagresent
value of estimated future cash flows (excludingufatexpected credit losses that have not beenraaur
discounted at the financial asset’s original effecinterest rate (i.e. the effective interest enputed at initial
recognition). The carrying amount of the asseeduced directly. The amount of the loss shall loegaized in
profit or loss.

The Company first assesses whether objective estdehimpairment exists individually for financiasets that
are individually significant, and individually ooltectively for financial assets that are not indially significant.
If it is determined that no objective evidence mipairment exists for an individually assessed fo@nasset,
whether significant or not, the asset is include@group of financial assets with similar cretik characteristics
and that group of financial assets is collectivedgessed for impairment. Assets that are indiviglaabessed for
impairment and for which an impairment loss is ontinues to be recognized are not included in &ecive
assessment of impairment.

If, in a subsequent period, the amount of the immpant loss decreases and the decrease can bel icigetively
to an event occurring after the impairment was geced, the previously recognized impairment Isseversed.
Any subsequent reversal of an impairment lossdsgeized in profit or loss, to the extent that¢herying amount
of the asset does not exceed its amortized cadlsé atversal date.

10.8.2 Financial assets carried at cost

If there is objective evidence that an impairmesslhas been incurred on an unquoted equity inetrtithat is

not carried at fair value because its fair valuencd be reliably measured, or on a derivative absets linked to
and has to be settled by delivery of such an urglietjuity instrument, the amount of the impairniess is

measured as the difference between the carryingianodthe financial asset and the present valtlesoéstimated
future cash flows discounted at the current manddet of return for a similar financial asset.

10.8.3 Available-for-sale financial assets

If there is objective evidence that an impairmerstsl has been incurred on an available-for-sald,abs® the
amount of the difference between the acquisiticst ¢oet of any principal payment and interest) amatent fair
value, less any impairment loss on that financakapreviously recognized in the profit or losgeimoved from
equity and recognized in the income statement. Raleof impairment losses on equity instrumerdssified as
available for sale cannot be recognized in thermegtatement. If, in a subsequent period, thevédire of a debt
instrument classified as available for sale inaesad the increase can be objectively related éwvent occurring
after the impairment loss was recognized in thenme statement, the impairment loss is reversed, it amount
of the reversal recognized in the income statement.
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10.9. Embedded derivatives

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

m the economic characteristics and risks of embededegtatives are not closely related to those otibst
contract,

m a separate instrument with the same terms as erabederivative would meet the definition of
derivative,

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

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

The extent to which, in accordance with IAS 39, dwwnomic characteristics and risks of foreign eucy
embedded derivatives are closely related to thbeedost contract covers circumstances wheredhency of
the host contract is also the common currency afhmse or sale of non-financial items on the maoket given
transaction.

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

10.10.Derivative financial instruments and hedges

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

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

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

For the purpose of hedge accounting, hedges assifotal as:

m fair value hedges, when hedging the exposure togesin the fair value of a recognized asset bililig,
or

m cash flow hedges, when hedging exposure to vaitiaiml cash flows that is attributable to a partau
risk associated with a recognized asset or lighilita forecast transaction, or

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

At the inception of a hedge relationship, the Comypfarmally designates and documents the hedgeaeship,
the risk management objective and strategy for takieg the hedge. The documentation includes ifiestion
of the hedging instrument, the hedged item or &aisn, the nature of the risk being hedged and thenentity
will assess the hedging instrument’s effectivenegxffsetting the exposure to changes in the hedtgeds fair
value or cash flows attributable to the hedged. titsédges are expected to be highly effective isaifing the
exposure to changes in the fair value or cash fivébutable to the hedged risk. Hedge effectigsrie assessed
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on a regular basis to check if the hedge is higffflgctive throughout all financial reporting persofbr which it
was designated.

10.10.1Fair value hedges

Fair value hedge is a hedge of the exposure togesaim fair value of a recognized asset or liabitit an

unrecognized firm commitment, or an identified pmrtof such an asset, liability or firm commitmetitat is

attributable to a particular risk and could affputfit or loss. In the case of a fair value hedggy; gain or loss on
the hedged item attributable to the hedged riskdjsisted against the carrying amount of the hediged, the

hedging instrument is re-measured to fair value thierdgains and losses on the hedging instrumenheadded

item are recognized in profit or loss.

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

When an unrecognized firm commitment is designated hedged item, the subsequent cumulative charige

fair value of the firm commitment attributable toethedged risk is recognized as an asset or tiabiith a

corresponding gain or loss recognized in profibss. The changes in the fair value of the hedgisggument are
also recognized in profit or loss.

The Company discontinues hedge accounting prosgéetif the hedging instrument expires, or is sold,
terminated or exercised, or the hedge no longelifepsafor hedge accounting, or the Company revottes
designation. Any adjustment to the carrying amaeind hedged financial instrument for which the efffee
interest method is used is amortized to profitoss! Amortization may begin as soon as an adjustimenade,
however no later than when the hedged item ceades &djusted for changes in its fair value atteble to the
risk being hedged.

10.10.2Cash flow hedges

Cash flow hedges are hedges securing for dangersbfflows fluctuations which can be attributed fgarticular
kind of risk connected with the given item of assata liability or with a planned investment ofhiprobability,
and which could influence profit or loss. The pafrprofit or loss connected with the hedging instent which
constitutes effective hedge is recognized direictlpther comprehensive income and the non-effeqia is
recognized in profit or loss.

If a hedge of a forecast transaction subsequeaslyits in the recognition of a financial assetimaricial liability,
the associated gains or losses that were recogdieectly in equity shall be reclassified into ptafr loss in the
same period or periods during which the asset aedjair liability assumed affects profit or loss.

If a hedge of a forecast transaction subsequegslylts in the recognition of a non-financial asset non-financial
liability, or a forecast transaction for a non-fircéal asset or non-financial liability becomes ranficommitment
for which fair value hedge accounting is applidert gains and losses that were recognized directyguity are
reclassified into profit or loss in the same perawcperiods during which the asset acquired oilitgtassumed
affects profit or loss.

If a hedge of a forecast transaction subsequeasiylts in the recognition of non-financial assehan-financial

liability, or a forecast transaction for a non-ficéal asset or financial liability becomes a firomamitment, which
will apply fair value hedge, then the gains or &ssshat were recognized in other comprehensiveniecare

reclassified from equity to profit or loss in trense period or periods during which the non-finanaesset acquired
or liability assumed affects profit or loss.

For derivatives that do not qualify for hedge agtmg, any gains or losses arising from changdaiinvalue are
taken directly to net profit or loss for the period
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Hedge accounting is discontinued when the hedgisfuiment expires or is sold, terminated or exed;isr the
hedge no longer qualifies for hedge accountinghAt point in time, any cumulative gain or losstib@ hedging
instrument that has been recognized directly irotomprehensive income and accumulated in egeihams
recognized in equity until the forecast transactioours. If the forecast transaction is no longgeeted to occur,
the net cumulative gain or loss recognized in ggsitaken to net profit or loss for the period.

10.10.3Hedges of a net investment in a foreign operation

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

10.11.Inventories

Inventories are valued at the lower of cost andeaizable value.

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

Goods for resale - purchase cost determined on an average-weightesl pethod

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

10.12.Trade and other receivables

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

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

Other receivables include particularly receivaldaghe grounds of input VAT.

Receivables from public authorities are presenti#étimtirade receivables and other receivables, gxoe income
tax receivables that constitute a separate itetimeibalance sheet.

10.13.Cash and cash equivalents

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

For the purpose of the cash flow statement, cashcash equivalents consist of cash and cash equigahs
defined above.
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10.14.Interest-bearing loans, borrowings and bonds

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

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

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

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

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

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

Financial liabilities are classified as held fadmng if they are acquired for the purpose of sglin the near term.
Derivatives, including separated embedded derigatiare also classified as held for trading unlesy are
designated as effective hedging instruments.

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

- the designation eliminates or significantly reduitesinconsistent treatment that would otherwissedrom
measuring the liabilities or recognizing gainsasses on them on a different basis; or

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

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

As on 31st December 2013 and 31st December 20fipamial liabilities have been designated as italue
through profit and loss.

Financial liabilities at fair value through proét loss are measured at fair value, reflectingrthmgirket value at
the balance sheet date less directly attributabiestction costs. Gains or losses on these liabilire recognized
in the income statement as finance income or cost.

Financial liabilities other than financial instrunte at fair value through profit or loss, are meadwat amortized
cost, using the effective interest rate method.

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

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

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

Provisions are recognized when the Company haesept obligation (legal or constructive) as a ttesiuh past
event, if it is probable that an outflow of resmsembodying economic benefits will be requireddtile the
obligation and a reliable estimate can be madhefMmount of the obligation. Where the Company etspgome
or all of the provision to be reimbursed, for exdéenpnder an insurance contract, the reimbursemestognized
as a separate asset but only when the reimbursesnértiually certain. The expense relating to @ngvision is
presented in the income statement net of any raiselment.

If the effect of the time value of money is matknmovisions are determined by discounting théngestied future
cash flows to present value using a pre-tax discrata that reflects current market assessmertedfme value
of money and, where appropriate, the risks spetifitie liability. Where discounting is used, therease in the
provision due to the passage of time is recognéefinance cost.

10.17.Revenue

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

10.17.1Rendering of services

Revenue is recognized when material risk and besnefsulting from rendered services has been pdestr
buyer and when the revenue amount can be credibalyated.

10.17.2Interest

Revenue is recognized as interest accrues (usngftbctive interest method that is the rate thatgy discounts
estimated future cash receipts through the expdif¢edf the financial instrument) to the net cang amount of
the financial asset.

10.17.3Dividends

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

10.18.Income tax

10.18.1Current income tax

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

10.18.2Deferred tax

For financial reporting purposes deferred incomagdaecognized, using the liability method, regagdemporary
differences at the balance sheet date betweeaxHeases of assets and liabilities and their cagrgimounts.

Deferred tax liability is recognized for all taxalibmporary differences:

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
29/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
Accounting policies and additional explanatory sote
(in PLN thousands)

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

B inrespect of taxable temporary differences assediaith investments in subsidiaries, associatdsrarrests
in joint ventures, except where the timing of thearsal of the temporary differences can be cdattand
it is probable that the temporary differences wit reverse in the foreseeable future.

Deferred tax asset is recognized for all deductieporary differences, carry-forward of unuseddaedits and
unused tax losses, to the extent that it is prabtiat taxable profit will be available against @fhthe deductible
temporary differences, and the carry-forward ofsetltax credits and unused tax losses can beedtiliz

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

m in respect of deductible temporary differences eissed with investments in subsidiaries, associates
interests in joint ventures, deferred tax assetsoaty recognized to the extent that it is probahb the
temporary differences will reverse in the foreséeélture and taxable profit will be available agsiwhich
the temporary differences can be utilized.

The carrying amount of deferred tax assets is veadeat each balance sheet date and reduced tatdre that it

is no longer probable that sufficient taxable grofil be available to allow all or part of the éefed income tax
asset to be utilized. Unrecognized deferred tagtasge reassessed at each balance sheet date aadognized
to the extent that it has become probable thatditaxable profit will be available that will allothie deferred tax
asset to be recovered.

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

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

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

10.18.3Value added tax

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

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

m Receivables and payables, which are stated witarfeunt of value added tax included.

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

Earnings per share are calculated by dividing gigrofit for the period by the weighted averagmbar of shares
during the reporting period. Diluted earnings peare are calculated by dividing the net profitthoe period by
the diluted weighted average number of shares duhi@ reporting period

11. Operating segments

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

The table below presents geographical split ofmaedrom selling services as well as income fromdéinds and
interest in the years 2012-2013

Year ended Year ended
31 December 2013 31 December 2012

Poland 94 840 62 478
Foreign countries, including:
- Sweden 22 052 47 509
- Germany - 176
- France - 638
- other 64 100
116 956 110 902

Above information about revenue is based on dajarding registered seats of Arctic Paper S.A. slidoses.

12. Revenues and expenses

12.1. Other operating income

Year ended Year ended
31 December 2013 31 December 2012

Income from marketing activities 111 66
Reinvoiced costs of salaries - 196
Return of payments 36 -
Other 137 -

284 262
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12.2. Other operating expenses

Non-deductible VAT
Impairment of non-current assets

Other

12.3. Financial income

Interest income

Foreign exchange gains
Other financial income

12.4. Financial costs

Interest on bonds

Interest on loans and other liabilities
Foreign exchange losses
Loss on sales of shares

Other financial costs

Year ended
31 December 2013

Year ended
31 December 2012

235 290
254 584 46 758

728 14
255 547 47 062

Year ended
31 December 2013

320

Year ended
31 December 2012

403
2872 -
2 618
3194 1021
Year ended Year ended

31 December 2013

31 December 2012

1002 17 935

688 1740

- 3 505
1860

56 97

3 607 23277

A significant decrease of financing costs resulvsnfa change of external financing (bonds) to falag from a
loan granted by Arctic Paper Kostrzyn S.A. Inte@stioan granted by a related party is recognizedven cost

of sales, according to accounting policies.
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12.5. Costs by nature

Depreciation

Materials

External services

Taxes and charges

Salaries and wages
Employee benefits expenses
Other

Total expenses by nature

Expenses by nature
whereof:
Included in selling costs
Included in administrative expenses

Year ended
31 December 2013

Year ended
31 December 2012

99 111
144 92
17 816 17 134
14 177
9721 7708
2459 2633
1154 463
31 407 28 318
2861 1387
28 546 26 931
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12.6. Depreciation / amortization and impairment lossesricluded in income statement

Year ended
31 December 2013

Year ended
31 December 2012

Depreciation on tangible assets 93 102
Depreciation on intangible assets 6 9
99 111

Related to:
- continuing operations 99 111
- discontinued operations\ - -
99 111

12.7. Employee benefits expenses
Year ended Year ended

31 December 2013

31 December 2012

Salaries 9721 7708
Social securities 1494 1477
Pension plans 965 1156
Total employee benefits expenses: 12 180 10 341

13. Income tax

13.1. Tax burdens

Major components of income tax burdens for the yeamded 31st December 2013 and 31st December 28012 a

as follows:

Income statement
Current income tax
Current tax expense
Deferred tax
Allowance for deferred tax asset

Income tax presented in income statement

Year ended
31 December 2013

Year ended
31 December 2012

13.2. Reconciliation of the effective income tax rate

A reconciliation of income tax expense applicabl@atcounting profit before income tax at the stagutncome
tax rate to income tax expense at the Companyesf income tax rate for the years ended 31sedeer 2013
and 31st December 2012 is as follows:
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Accounting profit/(loss) before tax from continuing operations
Profit/ (loss) before tax from discontinued operations
Accounting profit/(loss) before income tax

At statutory income tax rate applicable in Poland of 19% (2012:

19%)

Corrections related to current income tax from previous years
Unutilized tax losses from previous years

Dividend income

Adjustments on calculated and paid interest

Costs permanently non-deductible

Taxable costs that were not accounted in the current year
Taxable costs on interest paid

Unrecognized tax losses

Unrealized foreign exchange differences

Other unrecognized temporary income or costs
Impairment allowances

Differences on different tax rates in different coutries

At the effective tax rateof 0% (2012: 0%)
Income tax liability recognized in income statement
Income tax attributable to discontinued operations

Year ended 31st
December 2013

(179 910)

(179 910)

(34183)

656

(14 415)
(4249)
63

(€2))

79

Year ended 31st
December 2012

2570
2193)
(1498)
(9092)
2934)
12412

(374)
1076

853
(916)

95

Deferred tax asset is recognized for tax lossageckiorward to the extent that realization of thkated tax benefit

through future taxable profits is probable.

The amounts and expiry dates of unused tax logsessaollows:

Year of expiration of tax losses

ended 31st December 2014

ended 31st December 2015

ended 31st December 2016 and later
ended 31st December 2017 and later
Total

Year ended 31st Year ended 31st
December 2013 December 2012
15341 15178
15 657 15504
7905 23 581
3 455 .
42 357 54263

At the end of 2013 the 5-year period of possible 0650% tax loss of 2008 and 50% tax loss of 2(RIN

15,624 thousand) expired.

13.3. Deferred income tax

Deferred income tax relates to the following:
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Bdance sheet Income statement
As at Asa Year ended Year ended
31st December  31st December 31st December 31st December

2013 2012 2013 212
Deferred tax liabiliy
Accelerated deprediation 1 - -
Interest income 7582 11 301 (3719 2858
Forsign exchange gains 18 - 18 (793)
Deferred tax liability 7601 11 302

Bilans Rachunek zyskow i srat
Asat Asa Year ended Year ended
31st December  3lst December 31st December 31st December

2013 2012 2013 212
Deferred tax asset
Accruals and prepayments 1008 1148 139 (431)
Interest on loans and bonds 2260 804 (1456) 374
Forsign exchange losses - 61 61 61)
Impairment allowances 34774 - (3477%) -
Loses available for offset against future taxable 8 048 14035 5988 G 970)
income
Deferred tax asset gross 46 090 16 048
Deferred tax charge (33742) 2 023)
Asset on deferred tax unrecognized in balance 38 480 4746 33742 2023
shest
Deferred tax asset net, including: 1 1
Deferred tax asset - continuing operations 1 1

The Company did not recognize the deferred taxt asseeceivables, loans and shares write-off inld\stment
GmbH. A potential asset thereof would amount a8bst December 2013 to PLN 17,524 thousand (as eh 31
December 2012: PLN 9,131 thousand).

14. Earnings per share

Basic earnings per share amounts are calculatediviing the net profit for the year attributable ardinary
shareholders of the Company by the weighted averagwer of ordinary shares outstanding during ¢perting
period.

Diluted earnings per share amounts are calculagedividing the net profit attributable to ordinashiareholders
(after deducting interest on the convertible redsalm preference shares) by the weighted averagdemaof
ordinary shares outstanding during the year adjusgehe weighted average number of ordinary shtaegsvould
be issued as a result of conversion of all diluggeity instruments into ordinary shares.

Information regarding net profit and number of glsamwhich was the base for calculation of earnpegsshare is
presented below:
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Year ended Year ended
31 December 2013 31 December 2012

Profit (loss) from continuing op erations (179 910) 13529
Profit (loss) from discontinued operation - -

Profit (loss) for the period (179 910) 13529
Number of shares - series A 50 000 50 000
Number of shares - series B 44 253 500 44 253 500
Number of shares - series C 8 100 000 8 100 000
Number of shares - series E 3 000 000 3000 000
Number of shares - series F 13884 283 10 740 983
Total number of shares (in thousands) 69 287 783 55 403 500
Weighted average number of shares 68 905 218 55 727 201
Weighted diluted number of shares 68 905 218 55 727 201
Profit per share (in PLN) (2,61) 0,24

Diluted profit per share (in PLN) (2,61) 0,2

15. Dividend paid and proposed

Dividends are paid out based on the net profit shiswthe standalone annual financial statemengsctic Paper
S.A. prepared for statutory purposes, after cogeosses carried forward from the previous years.

In accordance with the provisions of the Code ah@ercial Companies, the company is required taemegserve
capital for possible losses. Transferred to thigitah category is 8% of profit for the given finaalcyear

recognized in the standalone financial statemehtheocompany until such time as the balance ofréiserve
capital reaches at least one third of the sharigatab the company. Appropriation of the reserapital and other
reserves depends on the decision of the Sharebditlesting; however, the reserve capital in the arhotione

third of the share capital may be used solely fier absorption of losses reported in the standdima@cial

statements of the parent company and shall nosée ior any other purpose.

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

The possibility of payment of potential dividendthe Company to shareholders depends on the [épalyments
received from subsidiaries. Risks associated wighGompany's ability to pay dividends have beertidesd in
Supplementary information to the Management Boapwit on Arctic Paper S.A. operations.

By the power of the Annex no 3 dated 20th Decen@i®di3 to the Loan Agreement dated 6th November 2012
concluded by Arctic Paper S.A. together with ithbsdiaries, i.e. Arctic Paper Kostrzyn S.A., ArcBaper
Investment GmbH and Arctic Paper Mochenwangen GnfiiHthe consortium of banks (Bank Pekao S.A., Bank
Zachodni WBK S.A. and BRE Bank S.A.), Arctic PafeA. bound itself not to declare or pay divideritew a
breach of the agreement occurred or in case déola@ payment of dividend would have caused athef the
agreement.

In 2013 the Comapny did not pay out dividend. I12@he Company paid dividend of PLN 9,972,630, Whic
means PLN 0.18 per share.

16. Property, plant and equipment
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As at 31 December 2013 Land anc Plant anc Assets unde

buildings equipment construction Total
Gross carrying amount at 1 January 2013 - 543 - 543
Additions - 70 - 70
Disposals - (42) - (42)
Gross carrying amount at 31 December : - 57: - 57
Accumulated depreciation and impairment at 1
January 2013 - 228 - 228
Depreciation charge for the period 93 93
Decrease of depreciation - (10) - (10)
Accumulatel depreciatio ancimpairmen at 31
December 2013 - 310 - 310
Net carrying amount at 1 January 2013 - 316 - 316
Net carrying amount at 31 December 2 - 26: - 26:
As at 31 December 2012 Land anc Plant anc Assets unde

buildings equipment construction Total
Gross carrying amount at 1 January 2012 - 501 - 501
Additions - 48 - 48
Disposals - (5) - (5)
Gross carrying amount at 31 December : - 54: - 54%
Accumulated depreciation and impairment at 1
January 2012 - 125 - 125
Depreciation charge for the period - 102 - 102
Decrease of depreciation -
Accumulaterdepreciatio ancimpairmen at 31
December 2012 - 228 - 228
Net carrying amount at 1 January 2012 - 375 - 375
Net carrying amount at 31 December 2 - 31¢ - 31¢€
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17. Intangible assets

As at 31 December 2013 Trademarks Other Total
Gross carrying amount at 1 January 2013 1319 24 1343
Additions - - -
Disposals - - -
Gross carrying amount at 31 December : 1319 24 1343
Accumulated depreciation and impairment at 1 Jan2@ad3 - 16 16
Depreciation charge for the period - 6 6
Depreciation decrease - - -
Accumulated depreciation and impairment at 31 Déeza01. - 22 22

Net carrying amount at 1 January 2013 1319 8 1327
Net carrying amount at 31 December 2 1319 2 1321

As at 31 December 2012 Trademarks Other Total
Gross carrying amount at 1 January 2012 1319 16 1384
Additions - 8 19
Disposals - - (68)
Gross carrying amount at 31 December : 1319 24 1343
Accumulated depreciation and impairment at 1 Jgn@ad2 - 7 7
Depreciation charge for the period 9 9
Depreciation decrease - - -
Accumulated depreciation and impairment at 31 Déegra01. - 16 16

Net carrying amount at 1 January 2012 1319 9 1328
Net carrying amount at 31 December 2 1319 8 1327

The carrying amount of acquired rights to tradersa on 31st December 2013 is PLN 1,319 thousand.

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

The next impairment test is scheduled for 31st Ddxy 2014.
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18. Other assets

18.1. Investments in subsidiaries

As at As at
31 December 2013 31 December 2012
Arctic Paper Kostrzyn S.A. 442 535 442 535
Arctic Paper Munkedals AB 88 175 88 175
Rottneros AB 101 616 80 046
Arctic Paper Investment AB, whereof: 178 132 342 712
Arctic Paper Investment AB (shares) 278 443 34 168
Arctic Paper Investment AB (loans) 82 709 308 544
Arctic Paper Investment AB (impairment) (183 020) -
Arctic Paper Investment GmbH 0 44 901
Arctic Paper Investment GmbH (shares) 84 305 54 901
Arctic Paper Investment GmbH (impairment) (84 305) (10 000)
Arctic Paper Sverige AB 0 11721
Arctic Paper Sverige AB (shares) 11721 11721
Arctic Paper Sverige AB (impairment) (11 721) -
Arctic Paper Danmark A/S 5539 5539
Arctic Paper Norge AS 3194 3194
Arctic Paper Italy srl 738 738
Arctic Paper UK Ltd. 522 522
Arctic Paper Polska Sp. z o.0. 406 406
Arctic Paper Benelux S.A. 387 387
Arctic Paper France SAS 326 326
Arctic Paper Espana SL 196 196
Arctic Paper Papierhandels GmbH 194 194
Arctic Paper East Sp. z 0.0. 102 102
Arctic Paper Baltic States SIA 64 64
Arctic Paper Schweiz AG 61 61
Arctic Paper Ireland Ltd. 3 3
Total 822 189 1021 820

The value of shares in subsidiaries was basedstoriual cost.

From 1st January 2013 until 26th February 2013tié&Raper S.A. continued to purchase shares ohBats AB
either under the calling, whose principles werecdbsd in the annual consolidated financial stateséor 2012,
or through direct purchases in NASDAQ OMX stock lege.

The Company purchased 82,726,339 of Rottneros AlBeshin the aggregate which represented 54.2%sshmare
share capital and in the total number of votes.

Since a portion of Rottneros AB shares was purchaseaxchange of newly issued AP S.A. shares ftn&wos
AB shares, in December 2012 and in 2013, untilddie of the hereby report, the Company issued 4388
series F shares in the aggregate. All issued shaebeen registered in National Court Registet tinat day of
publishing of the hereby report.

On 11th November 2013, the Company sold 4,495,486es of Rottneros AB and as a result decreasstare
in Rottneros AB share capital by 2.9 p.p. CurreAllgtic Paper S.A. holds 51.3% of Rottneros Grol@res.

Accounting policies and additional notes includedpages from 12 to 66 are an integral part of tfies@ecial statements
40/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
Accounting policies and additional explanatory sote
(in PLN thousands)

The Company informed in current report 43/2013thvat19th December 2013 an agreement with Arctic Pape
Investment AB was concluded regarding increasesd#nve capitals in Arctic Paper Investment AB lgyl#suer in
the amount of PLN 244,275 thousand. According ¢catfireement, a conversion of loans liabilitiegeserve capitals

of Arctic Paper Investment AB occurred. Moreovercading to the agreement the liabilities on theugds of
calculated interest on settled loans will be refpgithe borrower on 31st December 2016.

The loan to Arctic Paper Investment AB has beengeized in financial statements as shares in sialisid and
together with the shares it was subjected to impeait test (allowance in the amount of PLN 174 4@6isand).

On 29th October 2013, the Company concluded areagget with Arctic Paper Investment GmbH regarding
purchase of 100% shares in Arctic Paper DeutsciiandH. The agreement entered into force on 1staigrad14.

18.2. Other financial assets

Effective percentage  Maturity Value as at
rate % date 31 December 2013

Current
Loan granted to Arctic Paper Munkedals AB

- amount: 27.658 tys. PLN

- interest rate: Wibor 3M + 2,3% 5,01% 31.12.2014 0725
Loan granted to Arctic Paper Investment GmbH

- amount: 4.603 tys. EUR

- interest rate: Euribor 3M + 2% 2,29% 31.12.2015* 23 599
Loan granted to Arctic Paper Investment GmbH

- amount: 1.843 tys. EUR

- interest rate: Euribor 3M + 5% 5,29% 31.12.2015* 10 821
Loan granted to Arctic Paper Italy srl

- amount: 100 tys. EUR

- interest rate: Euribor 3M + 2% 31.12.2014 423

Loan granted to Arctic Paper Ireland Ltd.

- amount: 1 tys. EUR o
- interest rate: Euribor 3M + 2% 2,29% 31.12.2014 11

mpairment of assets
| i f 34 428
- of Arctic Paper Investment GmbH

21142
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Non-current

Loan granted to Arctic Paper Investment AB (intEres
- interest rate: Wibor 6M + 4,8% 7,52% 31.12.2016 2789

Loan granted to Arctic Paper Investment GmbH 2,29% .082014 6 025
- amount: 990 tys. EUR
- interest rate: Wibor 3M + 2%

Impairment of assets

- of Arctic Paper Investment GmbH (6 025)
Loan treated as investment in subsidiary (82 709)
0

21142

The situation of other financial assets in 201Zen¢ed as below:

. . Value as on
Eﬁecmr/; :(Oa/rcentage Mzt;Zty 31st December
’ 2012

Current
Loan granted to Arctic Paper Munkedals AB

- amount: 27.658 tys. PLN

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

- amount: 4.603 tys. EUR

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

- amount: 1.843 tys. EUR

- interest rate: Euribor 3M + 5% 6,87% 31.12.2015* 9959
Loan granted to Arctic Paper Ireland Ltd.

- amount: 1 tys. EUR o

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

26 476
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Non-current

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

Loan granted to Arctic Paper Investment GmbH 6,13% .068Q014 5440
- amount: 990 tys. EUR
- interest rate: Wibor 3M + 2%

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

Loan treated as investment in subsidiary (308 544)

0

26 476

* loan presented as current as repayment can bestedue

18.3. Other non-financial assets

As at As at

31 December 2013 31 December 2012

Insurance fees 114 32
Rental charges and deposits 294 306
Pension reserve 590 665
Prepayment for share purchase in Arctic Paper 2hlsisd GmbH 4977 -
VAT refundable 284 -

Project Winter - 506
Other 95 102
Total 6 354 1611
- long-term 5745 846

- short-term 609 764
6 354 1610

19. Inventories
As at As at

31 December 2013 31 December 2012

Goods for resale 0 0

In the year ended 31st December 2013 and 31st Dmre2012 the Company did not make any write-downs o
inventory value, which resulted from lack of indicas of the impairment of inventories.
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20. Trade and other receivables

Note As at As at
31 grudnia 2013 31 grudnia 2012
Trade receivables from related parties 30 47 656 23 820
Trade receivables from non-related entities 138 70
Other receivables from related parties 30 - 6 876
Other receivables from non-related parties _ 24
Total receivables gross 47 794 30 790
Impairment (3 305) (1 000)
Total receivables net 44 489 29 790

As on 31st December 2013, the Company performexte-off on Arctic Paper Investment GmbH receivatite
the amount of PLN 3,305 thousand.

Terms of transaction with related parties are priegkin note 30.

21. Cash and cash equivalents

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

Short-term deposits are made for varying periodsetiveen one day and one month depending on thediate
cash requirements of the Company and earned ihtrése respective short-term deposit rates.

The fair value of cash and cash equivalents ad st Becember 2013 is PLN 9,018 thousand (31st Deeem
2012: PLN 30,356 thousand).

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

As at As at
31 December 2013 31 December 2012

Cash at bank and in hand 9018 20 356
Short-term deposits - 10 000
9018 30 356
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22. Share capital, share premium and other reserve catail

22.1. Share capital

Issued capital As at As at
31 December 2013 31 December 2012

Ordinary shares series A

50 50
Ordinary shares series B 44 253 44 253
Ordinary shares series C 8 100 8 100
Ordinary shares series E 3000 3000
Ordinary shares series F 13884 _
69 287 55403
Date of registration of
Ordinary shares issued and fully covered capital increase Volume Value
Issued on 30 April 2008 2008-05-28 50 000 50
Issued on 12 September 2008 2008-09-12 44 253 468 44 253
Issued on 20 April 2009 2009-06-01 32 0
Issued on 30 July 2009 2009-11-12 8100 000 8100
Issued on 1 March 2010 2010-03-17 3 000 000 3000
Issued on 20 December 2012 2013-01-09 10 740 983 10741
Issued on 10 January 2013 2013-01-29 283947 284
Issued on 11 February 2013 2013-03-18 2133100 2133
Issued on 6 March 2013 2013-03-22 726 253 726
As at 31 December 2013 69 287 783 69 288

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

On 28th June 2012, the Company’s Ordinary Sharehsldleeting adopted a resolution regarding deargdbie
share capital of the Company by the amount of PEB|,&31,500 that is from the amount of PLN 554,086,®
the amount of PLN 55,403,500 by decreasing the Yatee of each share by the amount PLN 9.00 thioim
the amount of PLN 10.00 to the amount of PLN 1T amount of the decrease was assigned to the &grsp
supplementary capital without payment to sharehieldéhe decrease of the share capital is purpasadijtst the

face value of shares to the one that would allavirforease of the capital and issue of new shauasent report
12/2012).

On 9th November 2012 (information in current re@8t3012), the decrease of share capital was ezgistin
National Court Register.

22.1.2 Nominal value of shares

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

On 28th June 2012, the Company’s Ordinary Sharenslkleeting adopted a resolution (current repai2012),

in which it authorizes the Management Board ofGloenpany to purchase the Company’s treasury shardbe

purpose of its redemption and decrease of the slaguital or for the purpose of further relocationresale of the
treasury shares on conditions and in the coursmeted as below:

B The total amount of purchased shares shall noteexg¢00,000 (five million five hundred thousanbres;

m the total amount assigned by the Company for pseelodtreasury shares shall not exceed the amdtiné o
reserve capital established for this purpose,ithBtN 27,500,000 comprising the price of purchasieates
together with the costs of purchase;

m the price for which the Company will purchaseligasury shares shall not be lower than PLN 1.00igbrer
than PLN 10.00 per share;

m the authorization for purchase of the Company’asuey shares is valid for 60 (sixty) months sifwe day
the resolution has been resolved,;

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

The Management Board, acting for the benefit ofGbenpany, upon the opinion of the Supervisory Boaraly:

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

m refrain from purchase in part or in whole.

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

The conditions of purchase of treasury shareshioptirpose of its redemption or further relocationesale shall
be in compliance with the principles of CommissiRegulation (EC) No 2273/2003 dated 22 December 2003

After the process of purchase of the Company’strgashares, in compliance with conditions deteeaiby the
Shareholders Meeting, has ended, the Managememt Bal call a Shareholders Meeting for the purpage
adopting resolution regarding redemption of the any’s treasury shares and adequate decreaseefsipital,
or — in case of assignment of the purchased sharisther relocation or resale — the Managemerar8avill
make a decision regarding further relocation oaleesf treasury shares. Redemption of the Comparsésury
shares and adequate decrease of share capitakistalsle also before the end of the process ohpsecof the
Company’s treasury shares.

The Ordinary Shareholders Meeting, acting by vidbiarticle 362 8§ 2 item 3 of the Code of Commdr€iades,
348 § 1 in connection with article 396 § 4 and She# Code of Commercial Companies, for the purpidse
financing of the purchase of the Company’s treashgares on conditions and within confines of thibarization
granted by the resolution, decides to establisksarve capital under the name of ,Fundusz Prog@diwpu”

for the purchase of treasury shares. The amoufiFwidusz Programu Odkupu” is set to PLN 27,500,000.
“Fundusz Programu Odkupu” is assigned to purchéseeasury shares together with the cost of thelmse.
The Ordinary Shareholders Meeting decides to djsigh the “Fundusz Programu Odkupu” from the reserv
capital.

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

As at As at As at
31 December 2013 31 December 2012* 31 December 2012

Trebruk AB (previous Arctic Paper AB)
Share in capital 59,69% 62,79% 74,96%
Share of votes 59,69% 62,79% 74,96%

Nemus Holding AB

Share in capital 8,45% 8,82%
Share of votes 8,45% 8,82%
Others
Share in capital 31,85% 28,39% 25,04%
Share of votes 31,85% 28,39% 25,04%

*number of Arctic Paper S.A. shares include inceeafsshare capital by 10,740,983 series F shadegted by resolution of
Extraordinary Shareholders Meeting dated 3rd Deeer2b12 (for details see note 23.2 to the heratgntiial statements)
and registered in National Court Register on 10ttudey 2013.

22.2. Foreign branch operations currency translation

Functional currency of the Company’s foreign braiscBwedish crown.

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

On 31st December 2013, foreign exchange differefroms translation of foreign branch recognized quigy
amounted to PLN 192 thousand (as on 31st Decenfld& RLN 40 thousand). Exchange rate differencaari
from translation of foreign branch recognized iatsient of comprehensive income amounted to PLN2 +15
thousand in 2013 and PLN +46 thousand in 2012.

22.3. Share premium

Share Premium was created from the excess of emigalue above the nominal value in 2009 in the arhof
PLN 40,500 thousand, less cost of issue recogragareduction of share premium in the amount & BJ|515
thousand PLN.

In 2010 the share premium capital was increasedly 27,570 thousand resulting from the excess daf&on
value above the nominal value of Series E shase®ds

In 2010, share premium was created from the stgtutstributions of the profits generated in prexgoyears
amounting to PLN 8,734 thousand, as a result dfiligion of Arctic Paper S.A. financial result, rsuant to
article 396 of the Code of Commercial Companies (B%rofit for the given financial year).

In 2011 a share premium was founded to cover tosi amount of PLN 7,771 thousand as a resulstilgution
of Arctic Paper S.A. financial result, pursuangtticle 396 of the Code of Commercial Companies (8%rofit
for the given financial year).
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In 2012 a share premium was founded to cover tosi amount of PLN 2,184 thousand as a resulstilgution
of Arctic Paper S.A. financial result, pursuangtticle 396 of the Code of Commercial Companies (8%rofit
for the given financial year).

On 28th June 2012, the Company’s Ordinary Sharehsldleeting adopted a resolution regarding deargdbie
share capital of the Company by the amount of PEB|,&31,500 that is from the amount of PLN 554,086,®

the amount of PLN 55,403,500 by decreasing the Yatee of each share by the amount PLN 9.00 thioim

the amount of PLN 10.00 to the amount of PLN 1.00e amount of the decrease shall be assigned to the
Company’s supplementary capital without paymershareholders.

In 2013 share premium increased by the amount bif AL, 702 thousand resulting from issue of shatesdkcess
of issue price over face value) and by the amoti®Ld 1,082 thousand resulting from distributionfiofancial
result for 2012.

As on 31st December 2013 the total value of the @omw's share premium is PLN 652,662 thousand (31st
December 2012: PLN 580,878 thousand).

22.4. Other reserves

As on 31st December 2013 the total value of otlhwpEmentary capitals of the Company amounts to PLN
147,871 thousand (31st December 2012: PLN 200/d@rsand).

Changes in supplementary capitals resulted frooeisg series F shares (PLN 64,983 thousand), ezgitin
National Court Register after balance sheet dast Bécember 2012 and from the distribution of friahresult
for 2012 (PLN 12,447 thousand).

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

In accordance with the provisions of the Code ah@ercial Companies, the company is required taemegerve
capital for possible losses. Transferred to thigitah category is 8% of profit for the given finaalcyear

recognized in the standalone financial statemefrttseacompany until the reserve capital reachésast one third
of the share capital of the company. Appropriatibthe reserve capital and other reserves depenthealecision
of the General Meeting of Shareholders; howeverréiserve capital in the amount of one third ofsthere capital
may be used solely for the absorption of lossesrteg in the standalone financial statements ottmpany ad
shall not be used for any other purpose.

By the power of the Annex no 3 dated 20th Decen@di3 to the Loan Agreement dated 6th November 2012
concluded by Arctic Paper S.A. together with itbsdiaries, i.e. Arctic Paper Kostrzyn S.A., Arciaper
Investment GmbH and Arctic Paper Mochenwangen GianfiiHthe consortium of banks (Bank Pekao S.A., Bank
Zachodni WBK S.A. and BRE Bank S.A.), Arctic PafeA. bound itself not to declare or pay divideritew a
breach of the agreement occurred or in case déckau@ payment of dividend would have caused adinef the
agreement.

As on 31st December 2013 there are no other lilitatoncerning the payout of the dividend.

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

23.1. Change in assumptions of incentive program

On 30th July 2009 the Company’s Extraordinary Shalders Meeting adopted the Resolution no 4 reggrdi
assumptions of incentive program for key managemgicers providing a possibility of gratuitous adsjtion of
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subscription warrants entitling to claim sharedDo$eries excluding pre-emptive rights. As on 31st@&mber
2011 there were contracts concluded to dispensei@@sand of warrants.

In 2012 and 2013 none of the entitled persons éeaxthe right to exchange warrants for Companyéses. The
term of execution of the rights to claim serieshares by the holders of warrants expired on 31sebBwer 2013.

23.2. Calling for purchase of Rottneros AB shares

On 3rd December 2012, by the power of resolutidRegolution”), the Extraordinary Shareholders Megtin
approved Arctic Paper S.A. for the purchase of ehaf a Swedish law company Rottneros AB, through
conditional calling for applying to sell or exchantipe shares. The amount of conditional increasbarfe capital,

in connection with exchange of Rottneros AB shéomethe Company’s shares, has been set to no areRLN
30,061,464.00.

The conditional increase of share capital had bdmbtperformed through issue of no more than 28/&@l1series
F ordinary bearer shares with nominal value of AL&ach (hereinafter: “Series F shares”).

The conditional increase of share capital had leabet performed for the purpose of granting the éisidbf
subscription warrant series B (which shall be idsuieder the Resolution) with the right to claimi8eF shares.
The right to claim Series F shares could have legencised until 30th June 2013 by the holders béetiption
warrants series B on the conditions set in theemfi@ntioned Resolution.

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

All Series F shares could be paid only with cashtidoution, in the contractual compensation perfednby the
holders of subscription warrants series B of thiet dee holder has in the Company on the groundbeefoan

granted to the Company (by the holder) of the Camjsashares for the purpose of the Company’s exacutf

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

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

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

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

Series F shares had had to take part in divideddaag other distribution of the possessions, cotetliby the
Company, equally with any other shares in the Camwppsince the day of issue, which means that ifdéng of
settling the right for dividend, the right for pegpnent towards future dividend, the subscriptigt;i the right
for bonus shares, or any other right or benefinftbe Company related to the shares held on th&par day,
will be set to a day that will not be earlier ththe day of release of the Series F shares, theesIeshares will
be entitled to participate in the right equallylwény other shares in the Company.

On condition that the conditional increase of sltaygital of the Company, had been registered, tiz@e®olders
Meeting decided to issue no more than 28,561,46bpal subscription warrants series B, each of whittitles
to claim 1 Series F share (hereinafter “Subscniptéarrants”).

Subscription Warrants were offered to Trebruk ABS@aedish law company, previously Arctic Paper AB)
(hereinafter “Trebruk”), in the number equal to thember of the Company’s shares lend to the Compagny
Trebruk for the purpose of execution of the Compaiitye commitment to transfer the shares to tlaeettolders
of Rottneros as a result and in settlement of timanced by the Company the calling for applyinged or
exchange of all Rottneros shares.
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Subscription Warrants had had to be issued frebanfge in the form of documents and shall be pels@turities.
Subscription Warrants could be issued in portiemgne series, in the number that shall not ex@3:861,464,
each entitling to claim one Series F share, wightérm until 30th June 2013.

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

For more details see current report 30/2012.

Until 31st December 2012, the Company released40(083 subscription warrants series F, which were
exchanged for 10,740,983 series F shares of Apetier S.A. The respective registration of sharéalapcrease
in National Court Register occurred on 10th Jan2é&x3.

From 1st January 2013 until 26th February 2013xbmpany released 3,143,300 series F subscriptioramia,
which were exchanged for 3,143,300 series F Artper S.A. shares. Registration of respective stegpital
increase in National Court Register was perfornmegdrtions, the last of which occurred on 22nd Ma2613
(for details see note 30.1 of consolidated findrat@ements for 2013).

24. Acquisition of subsidiaries

From 1st January 2013 until 26th February 2013tié&Raper S.A. continued to purchase shares ohBats AB
either under the calling, whose principles werecdbed in the annual consolidated financial stateinéor 2012,
or through direct purchases in NASDAQ OMX stockletge.

The Company purchased 82,726,339 of Rottneros A&Beshin the aggregate which represented 54.2%sshmare
share capital and in the total number of votes.

Since a portion of Rottneros AB shares was purchaseaxchange of newly issued AP S.A. shares ftn&wos
AB shares, in December 2012 and in 2013, untilddwe of the hereby report, the Company issued #3288
series F shares in the aggregate. All issued shaebeen registered in National Court Registet tnat day of
publishing of the hereby report.

On 11th November 2013, the Company sold 4,495 ,A86es of Rottneros AB and as a result decreasstate
in Rottneros AB share capital by 2.9 p.p. CurreAllgtic Paper S.A. holds 51.3% of Rottneros Grolares.
On 29th October 2013 the Company concluded an mgmtewith Arctic Paper Investment GmbH concerning

purchase of 100% of shares in Arctic Paper DeuaschGmbH. The agreement entered into force onalstaly
2014.
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25. Interest-bearing loans and borrowings

Effective . As at As at
percentage Maturity 31 31
rate % dste December December
2013 2012

Current

Bonds 1/2010 series (three-years) in PLN,
interest rate Wibor + 4% 8,88% 25.02.2013 - 51 189
- current part (accrued interest)

Bonds 1/2011 series (two-years) in PLN, interest
rate: Wibor + 4% 9,45% 25.02.2013 - 23015
- current part (accrued interest)

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

0, -
interest rate: Wibor + 2% 471% 30.06.2014 23782
Loan from Arctic Paper Kostrzyn S.A. in PLN,
interest rate: Wibor + 2,5% (interest) 31.03.2013 i 248
!_oan from Thoma§ onstad of 4.000 kEUR, 09.07.2016 114 i
interest rate: 8% (interest)
114 98 260

Non-current

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

interest rate: Wibor 3M + 3.3% 5,21% 31.12.2017 158 839 128 300

Loan from Thomas onstad of 4.000 KEUR,

interest rate: 8% 8,00% 09.07.2016 16 589 -
1 8%

175 428 128 300

*loan recognized as current because of the poggibflpayment on request

25.1. Interest-bearing loans and borrowings

As reported in current report 44/2013, on 20th Dawer 2013 the Company and its subsidiaries, thatdsc
Paper Kostrzyn S.A., Arctic Paper Investment Gmisld Arctic Paper Mochenwangen GmbH concluded the
annex no 3 (hereinafter “Annex”) to a loan agreetméth a consortium of banks (Bank Polska Kasa &iffeA.,
BRE Bank S.A. and Bank Zachodni WBK S.A.) dated Mdvember 2012. The Annex came into force on 23rd
December 2014.

The Annex concluded as follows:
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m establishment of new ratios of financial covenatasermined for Arctic Paper Kostrzyn S.A. and foe t
Capital Group, which had been agreed on with theadament Board of the Issuer;

m obligation to perform the share capital increasedyjess than PLN 50,000 thousand;

B obligation of the Capital Group to allot the funditained from capital increase and sales of adeets
reinvestments up to PLN 60,000 thousand;

m allocation of the excess of the funds obtained fatvare capital increase and sales of assets ow6B/000
thousand to prepayment of obligations under thenlgreement;

m limitation of the management fee paid by Arctic &algostrzyn S.A. to the Company to PLN 3,500 thodsa
annually;

m obligation of Arctic Paper Kostrzyn S.A. not to tlee and not to pay out dividend as well as najremt
related parties with financing without creditorshsent;

m obligation of Arctic Paper Kostrzyn S.A. not to feem changes in its share capital,

m AP S.A. obligation not to declare or pay dividersdveell as not to make similar payments to sharehesld
when a breach of the agreement occurred or ind@daration or payment of dividend would have cduse
breach of the agreement;

m establishment of a new case of breach of the agmeeifrfSvenska Handelsbanken does not prolonght-s
term loan agreements and factoring agreements.

Moreover, under the Annex, the parties prolongedrépayment date of the short-term part of the loathe
amount of PLN 59,000 thousand (“Loan B") until 3@aptember 2014.

Collaterals set in the Loan Agreement has not lschanged.

In July 2013 Arctic Paper S.A. received a long-tésem from Mr Thomas Onstad, the largest indirbetreholder
and a Member of the Supervisory Board, in the arhofiEUR 4,000 thousand. The loan amount is a @ddg
with 39,900,000 shares in Rottneros AB.

In the year ended 31st December 2013 and 31st Dewe?012 the Company did not take any other baakdo
or borrowings.

25.2. Bonds issue and repayment

On 25th February 2013 Arctic Paper S.A. performeepayment of bonds: series A in the total amoogéther
with interest of PLN 51,880 thousand and seriesrBhe total amount together with interest of PLN325%
thousand. The bonds were issued by the Compargnipliance with bonds issue agreement dated 11ttuksb
2010 (as amended).

Therefore the Company performed a full repaymeritasfds series A and B and was released from abiitya
under the bonds issue agreement.

26. Provisions

As on 31st December 2013, the Company made pragisiothe amount of PLN 733 thousand (2012: PLN 827
thousand) and were presented as long-term liasliff his amount includes a total provision for paaployment
employee benefits.
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27. Trade and other payables, other liabilities and aawals

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

Note As at As at
31 December 2013 31 December 2012
Trade payables
Due to related parties 29 1274 -
Due to non-related parties 32 250 29 037
33523 29 037
Other current liabilities
Due to related parties 29 - 22
Due to employees 462 708
Due to state budget 582 718
Other liabilities 125 232
1169 1680

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

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

As at As at
31 December 2013 31 December 2012

Accrued expenses for:

Vacation liability to employees 890 858
Bonuses to employees of the Group 1 000 53
Audit, legal and consulting services 186 747
Marketing costs - 344
Accrued commissions to external agents 227 193
Other 10 46
Total 2313 2241
- long-term - 1974

- short-term 2313 2241
2313 4215

Prepaid income for:

Remuneration for guarantee of the Arctic Papastikzyn credit facility

2261 2972

Total 2261 2972
- long-term 2026 1974

- short-term 235 998
2261 2972

Prepaid income relates to remuneration of Arctipd?&.A. on the grounds of commission on guarasit@doan
granted to Arctic Paper Kostrzyn S.A. The total amtaf commission, according to concluded agreenesntals
1% of the granted loan amount, that is PLN 3,5@@ishnd.

28. Contingent liabilities

As of 32 of December 2013, the Company had contingentliligisi of PLN 368,779 thousand.

These were:

m Contingent liabilities of the Company related te tluarantee of the bank loan in the amount of PR30
thousand granted to Arctic Paper Kostrzyn S.A. timMovember 2012 by a consortium of banks: Polska
Kasa Opieki S.A., Bank Zachodni WBK S.A. and BREEB&.A. (the loan agreement was described in detail
in note 32.1 to annual consolidated financial steets for 2012).

m a collateral in favor of Cartiere del Garda S.Pgaper supplier to the Distribution Companies (&r&aper
Sweden AB, Arctic Paper Denmark A/S, Arctic Paperdé AS). The guarantee stands for EUR 1,000
thousand (PLN 4.147 thousand) and is valid unth28arch 2014,
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® a guarantee in favor of Sédra Cell International, & supplier of pulp, in the total amount of SEK000
thousand (PLN 5,632 thousand),

28.1. Tax settlements

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

The lack of reference to well established regutegion Poland results in a lack of clarity and imiiggin the
regulations. Frequent contradictions in legal imtetations both within government bodies and betwee
companies and government bodies create uncertantie conflicts. These facts create tax risks iarRbthat are
substantially more significant than those typicédlynd in countries with more developed tax systems

Tax authorities may examine the accounting recwiittin up to five years after the end of the yaawhich the
final tax payments were to be made. ConsequehéyCompany may be subject to additional tax liaegdj which
may arise as a result of additional tax audits.

The Company believes that adequate provisions Iese recorded for known and quantifiable riskéis tegard
as on 31st December 2013.

29. Reasons for discrepancies between changes resultingm statement
of financial position and changes resulting from csh flow statement

The discrepancies between changes resulting frat@nsent of financial position and changes resuftiogy cash
flow statement are presented in the table below:

Year ended Year ended
31 December 2013 31 December 2012

Change in trade and other receivables resulting

from the report on financial situation (20 703) (13861)

Change in trade and other receivables resulting

from the statement of cash flows (15 726) (13 861)
(4977) -

The discrepancy of PLN 4,977 thousand results feoprepayment performed for the purpose of purcbése
shares in Arctic Paper Deutschland GmbH. This ambas been presented in the balance sheet as on 31s
December 2013 in long-term receivables, and in daghstatement as acquisition of shares in a sligsi.
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30. Related party disclosures

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

Related party

Parent company:
Trebruk AB

Nemus Holding AB

Subsidiaries:
Arctic Paper Kostrzyn S.A.

Arctic Paper Munkedals AB

Arctic Paper Mochenwangen GmbH
Arctic Paper Grycksbo AB

Arctic Paper Investment GmbH
Arctic Paper Investment AB

Arctic Paper Deutschland GmbH
Arctic Paper Sverige AB

Arctic Paper Danmark A/S

Arctic Paper Italia srl

Arctic Paper Espana SL

Arctic Paper Norge AS

2013

2012
2013

2012

2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012
2013
2012

Sales to
Sales to

related parties

related financial financial Receivables including Payables .including
income overdue in arrears
- 3613 - -
- - 3824 - -
- 166 - - - - - -
20 446 9818 74 974 564 - - 374
15 364 71 46 343 1740 21645 - - 18
10 489 30 1109 2114 - 7P9 460
10 225 29 1960 - 1540 - 26 465 -
524 - 2191 2191 -
105 - 71 - 582 - - -
10 469 239 - 3540 - 279
11514 261 - 1696 - -
- - 1203 6128 6128 04%3 -
1300 1152 - 37 058 -
- - 18 440 23 - 82709
23809 - 24 308 543
21 183 - - 46
26 - - - - - - -
21 16 - - 1 - - -
35 1 - - - - - -
13 - - - - - - -
13 - - - - - - -
6 - 25 - - - 423 -
6 - - - -
4 - - - - - - -
5 - - - -
14 - - - - - - -
12 - - - - - - -

Interest —

Interest —

Loan
liabilities

158 839
- 152 330
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Sales to Sales to Irltere§t - I.nteres.t - . including including Loan
Related party . related financial financial Receivables Payables . o
related parties . . overdue in arrears liabilities
parties Income costs
Arctic Paper Benelux S.A. 2013 13 - - - - - - - -
2012 16 - - - - - - - -
SIA Arctic Paper Baltic States 2013 3 - - - - - - - -
2012 4 - - - - - - - -
Arctic Paper France SAS 2013 17 - - - - - - - -
2012 21 - 638 - - - - - -
Arctic Paper Papierhandels GmbH 2013 11 - - - - - - - - -
2012 - - - - - - - - -
Arctic Paper UK Limited 2013 15 - - - - - - - -
2012 15 1 - - - - - - -
Arctic Paper Schweiz AG 2013 9 - - - - - - - -
2012 9 - - - - - - - -
Arctic Paper Polska Sp. z 0.0. 2013 12 - 141 - - - - - - -
2012 14 2 770 - - - - - -
Arctic Paper East Sp. z 0.0. 2013 5 - 40 - 16 - - - - -
2012 3 1 100 - 16 - - - -
Arctic Energy Sverige AB 2013 249 - - - 491 - - - -
2012 196 - - - 254 - - - -
Other:
IPM Sp.z 0.0. Sp k. 2013 28 4313 - - 4 - - - -
2012 - 1313 - - - - - - -
Galileus Sp.z 0.0. Sp k. 2013 - 291 - - - - - 4 -
2012 - 108 - - - - - 4 -
Thomas Onstad 2013 - - - 448 - - - 16 703 -
2012 - - - - - - - - -
Total 2013 42 340 15 056 95932 448 52 626 8319 144301 17 866 - 58839
impairment (519) - (19 643) - (3 305) - (40453) - -
presented as shares in subsidiaries - - - - - - (82709) - -
2013 after impairment and presentation as share 41849 15056 76 289 448 49321 8319 21150 17 866 - 18883
in subsidiaries
2012 37583 367 74992 1740 30733 - 372066 18 - 152 330
impairment - - (1 300) - (1 000) - (37 058) - -
presented as shares in subsidiaries . - . - - - (308 543) _ .
2012 after impairment and presentation as share
in subsidiaries 37583 1788 73692 1740 29733 - 26 476 22 - 152 330
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30.1. The ultimate parent

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

There were no transactions between the Companyjtanttimate parent during the years ended 31sebwer
2013 and 31st December 2012, apart for the transaolvith Trebruk AB as shown in note 30.

30.2. Terms and conditions of transactions with related prties

Related party transactions are made at an armggHen

30.3. Loans granted to members of the Management Board

During the period covered by these financial statetsy Company did not grant any loans to key manageand
did not grant any loans in the comparative period.

30.4. Remuneration of the Company’s key management persoel

30.4.1 Remuneration paid or due to the members of the Mgaement Board and the members of
the Supervisory Board

Key management personnel as on 31st December 20frised four persons: President of the Management
Board and three Members of the Management Board.

The table below presents the total value of rematimr to the members of the Management Board aed th
members of the Supervisory Board for current anar year:

As at As at
31 December 2013 31 December 2012
Management Board
Employee benefits (salaries and social securities) 4 433 4562

Supenvisory Board
Employee benefits (salaries and social securities) 360 624

Total 4793 5186

30.4.2 Directors' interests (including members of Managenteand Supervisory Boards) in
employee share incentive plan

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

In 2012 and 2013 there were no further agreememisecning distribution of warrants. Until 31st Dedzer 2013
none of the entitled persons exercised the righktthhange warrants for Company’s shares. The téaxexution
of the rights to claim series D shares by the hsldé warrants expired on 31st December 2013.
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31. Information about the contract and remuneration ofauditor or audit
company

The table below presents the remuneration of tdé aompany, paid or payable for the year ended B&sember
2013 and 31st December 2012 by category of setrvices

Type of service As at As at

31 December 2013 31 December 2012
Year-end audit 305 * 279
Year-end audit (branch office) 28 48
Tax consultancy - -
Other services 93 827
Razem 426 1154

* relates to Ernst&Young Audyt Polska Spétka z ogranina odpowiedzialoia Sp.k ( formerly Ernst & Young Audit Sp. z 0.0.)

32. Financial risk management objectives and policies

The Company’s principal financial instruments coispicash at bank and loans granted and receivéihwiite
Group. The main purpose of these financial instmiés to raise finance for the Company’s operatidrhe
Company has various other financial instrumenté sisdrade receivables and trade payables, whigthdirectly
from operations.

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

The main risks arising from the Company's finanaistruments are interest rate risk, liquidity rid&reign
currency risk and credit risk.

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

32.1. Interest rate risk

The Company’s exposure to the risk of changes irkebanterest rates relates primarily to the Conymiong-
term debt obligations and granted loans with véeiaiiterest.

Interest rate risk — sensitivity to changes
The following table demonstrates the sensitivitpuaffit before tax to a reasonably possible changeterest rates,

with all other variables held constant (through itheact on floating rate borrowings). Impact on iggor total
comprehensive income has not been presented.

Impact on
Increase / Decrease
in percentage points gross result for
2013

As at 31 December 2013
PLN +1% (1387)
EUR +1% 350
SEK +1% 0
PLN -1% 1387
EUR -1% (350)
SEK -1% 0

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
59/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
Accounting policies and additional explanatory sote
(in PLN thousands)

Impact on
Increase / Decrease
in percentage points gross result for
2012

As at 31 December 2012
PLN +1% 486
EUR +1% 326
SEK +1% 0
PLN -1% (486)
EUR -1% (326)
SEK -1% 0

32.2. Foreign currency risk

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

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

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

31 December 2013 — SEK +1% 132 (92)
-1% (132) 92

31 December 2013 — EUR +1% 473 -
-1% (473) -

31 December 2013 — USD +1% 43 -
-1% (43) -

31 December 2012 — SEK +1% 56 2
-1% (56) 2

31 December 2012 — EUR +1% 371 -
-1% (371) -

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

32.3. Creditrisk

With respect to credit risk arising from other ficéal assets of the Company, which comprise cashcash
equivalents and receivables, the Company’s expdeuwre=dit risk arises from default of the courgarty, with a
maximum exposure equal to the carrying amount edetinstruments.

There are no significant concentrations of cradk within the Company, except for the related ipart
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32.4. Liquidity risk
The Company monitors its risk to a shortage of fuasing a recurring liquidity planning tool. Thi®t considers

the maturity of both its financial investments diméincial assets (e.g. accounts receivables, ditraancial assets)
and projected cash flows from guaranteed bank loans

The table below summarizes the maturity profiléhef Company'’s financial liabilities at 31st Decemp@13 and
31st December 2012 based on contractual undisad patgments.

<3 3to 12

31 December 2013 On demand lto5years >5years Total
months months
Borrowings and loans - 114 - 211 848 - 211 962
Other liabilities - 34 693 - - - 34 693
- 34 807 - 211 848 - 246 655
31 December 2012 On demand <3 3tol2 lto5years >5years Total
months months
Borrowings and loans - 74 204 22535 188 334 - 285 073
Other liabilities - 30 717 - - - 30 717
- 104 921 22 535 188 334 - 315 790

32.5. Financial instruments

The Company has material financial instrumentsasfkbagreements related to cash deposits and lsaaragnts
with related parties.

32.6. Fair value

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

32.7. Derivatives

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

m Its value changes alongside with the change ofifspa@dnterest rate, price of financial instrumeptice of
commodity, currency exchange rate, price indexatolindex, credit rating or credit index, or otlvariable,
assuming that in case of non-financial variablef thariable is not specific for a counterparty (stimes
called the underlying);

m It does not require primary net investment or rezgiprimary net investment lesser than for othets saf
contracts that are expected to have similar reaetio market fluctuations, and

B Its realization is going to take place in the fetur

Fair value of derivative financial instruments éeognized within assets in the balance sheet wieefair value
is positive or within liabilities, when the fair ke is negative. Profit or loss on change in thie value of
derivatives is recognized in the income statemadeufinance income or finance costs.
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The Company is entitled to designate selected avias as a hedge under hedge accounting.

32.8. Fair values of each class of financial instruments

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

Book valut Fair value
Category As at As at As at As at Level of fair value
complaint 31 Decembe 31 Decembe 31 Decembe 31 Decembe compliantwith
with IAS 39 2013 2012 2013 2012 IFRS 13
Financial Assets
Other financial assets (long-term) L&R 4977 - 4977 - 3
Trade and other receivables L&R 47794 29790 41794 29790 3
Other financial assets (short-term) 21142 26 476 21142 26476 3
Financial liabilities
Interest bearing bank loans & OFL 175542 152 356 175 542 152 356
borrowings 3
Debt securities, therein:
- short-term bonds OFL - 74 204 - 74 204 3
OFL 33523 29 037 33523 29 037
Trade and other financial payables 3
Abbreviations used:
HtM — Financial assets held to maturity,
FVTPL — Financial assets/ financial liabiliti@s fair value through profit or loss,
L&R — Loans and receivables,
AFS — Available-for-sale assets,
OFL — Other financial liabilities ragured at amortized cost.

Financial instruments recognized at level 3 of Yailue framework, according to IFRS 13, are valwét the use
of discounted cash flows method, taking into actdlim market interest rate.

32.9. Interest rate risk

The following table sets out the carrying amount,naturity, of the Company's financial instrumetitat are
exposed to interest rate risk:
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31 December 2013

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

Loans granted to related parties 21149 - - - - - 21149
Loans received from related paries - - - - 158 839 - 13B8
21 14¢ - - - 15883¢ - 17998t

31 December 2013

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

- 16 589 - - 16 589

- 16 58¢ - - 16 58¢

In connection with recognized complete write-ofé tEompany concluded that loans granted to ArctigePa
Investment GmbH (together with interest) are natlbned with interest rate risk.

31 December 2012

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

Cash assets 10 000 - - - - - 10000

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

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

Bonds 2/2010 series (three-years) 51 189 - - - - - 51 189

Bonds 1/2011 series (two-years) 23015 - - - - - 23015
134 45:; 11 - 308 54« 128 30( - 571 30t

31 December 2012

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

33. Capital management

The primary objective of the Company’s capital ngeraent is to ensure that it maintains a strongitcrating

and healthy capital ratios in order to supporbiisiness and maximize shareholder value.

The Company manages its capital structure and naafastments to it, in light of changes in econocoainditions.
To maintain or adjust the capital structure, thenBany may adjust the dividend payment to sharehsldeturn
capital to shareholders or issue new shares. Nagelsawere made in the objectives, policies or peeeduring
the years ended 31st December 2013 and 31st Dec@0ib2.

The Company monitors capital using a gearing ratltich is net debt divided by total capital plus debt. The
Company’s policy is to keep the gearing ratio betw&0% and 30%. The Company includes within net,deb
interest bearing loans and borrowings, trade ahdrgiayables, less cash and cash equivalents.
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As at As at
31 December 2013 31 December 2012
Borrowings and loans 175542 226 560
Trade payables and other liabilities 34 693 30 717
Less cash at bank and in hand (9 018) (30 356)
Net debt 201 218 226 922
Equity 690 044 850 198
Equity and debt 891 262 1077 120
Leverage ratio 0,23 0,21

34. Employment structure

The average employment in the Company in the yesded 31st December 2013 and 31st December 2012 was
as follows:

As at As at
31 December 2013 31 December 2012

Management Board 4 4
Finance 4 4
Sales and marketing 6 7
Administration 3 2
IT 1 1
Total 18 18

35. Events after the reporting period

35.1. Acquisition of Arctic Paper Deutschland GmbH shares

On 1st January 2014 the agreement with Arctic Pgweistment GmbH concerning purchase of 100% akeshia
Arctic Paper Deutschland GmbH entered into force.

35.2. Appointment of a Member of the Management Board

On 12th February 2014, the Supervisory Board ofGbepany appointed Mr. Michat Sawka as the Memlfer o
the Management Board (current report 1/2014).

35.3. Annex to the credit facility agreement of Arctic Pger Grycksbo

On 19th March 2013 Arctic Paper Grycksbo AB conellidn annex to an agreement with Svenska Handéksbhan
regarding prolongation of the payment term of ArdBaper Grycksbo AB overdraft indebtedness untih 30
September 2014, keeping the hitherto prevailingdit@ms. Under the annex it was also decided toelothe
particular covenants, which Arctic Paper Gryckst® will have to meet as on 30th September 2014 dted a
repayment of overdraft indebtedness. Failure tot teeconditions precedent may result in bringimg lbans to
maturity which can have a major impact on liquidifithe Group and continuation of its business af@ns. In
the Management Board’s opinion, the risk relatedefmayment of indebtedness in Svenska Handelsbaeken
postponed not only until 30th September 2014. Tradgement Board prepared financial forecasts f@420
which have shown that the covenants requested fnantic Paper Grycksbo will have been met both a8t
September 2014 and on 31st December 2014. Theraeforadditional breach of the principles of thenloa
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agreement concluded between the Company and issdsarfies, that is Arctic Paper Kostrzyn S.A., Acd®aper
Investment GmbH and Arctic Paper Mochenwangen GrabtH a consortium of banks (Bank Pekao SA, Bank
Zachodni WBK and BRE Bank SA) is going to occuie(seore about credit facility agreement in note 28.the
hereby financial statements).

Accounting policies and additional notes includedpages from 12 to 63 are an integral part of tfies@cial statements
65/ 66



ARCTIC PAPER S.A.
Financial statements for the year ended 31st Deeefil 3
Accounting policies and additional explanatory sote
(in PLN thousands)

Signatures of the Management Board Members

Position Name and surname Date Signature
President of the Management Board Woligang Libert 21 March 2014
Chief Executive Officer 9
Member of the Management Board . .

o . Malgorzata Majew ska-Sliwa 21 March 2014
Chief Financial Officer
Member of the Management Board i

. Jacek Lo$ 21 March 2014
Chief Procurement Officer
Member of the Management Board

. ) Per Skoglund 21 March 2014
Chief Operating Officer
Member of the Management Board .

. Michat Sawka 21 March 2014

Sales Director
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