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PLN ‘000 EUR ‘000

FINANCIAL HIGHLIGHTS 2013 2012 2013 2012
I. Sales revenue 1462 139 1432282 347 219 343 177
Il. Operating profit/(loss) 108 738 73134 25822 17 523
I11. Profit/(loss) before tax 80 680 18 321 19 159 4390
IV. Net profit 167 558 36 285 39791 8 694
V. Net profit attributable to equity holders of the parent 152 541 49 815 36 224 11 936
VI. Net cash provided by (used in) operating activities 126 746 228 058 30 099 54 643
VII. Net cash provided by (used in) investing activities 552 144 -27 723 131119 -6 642
VIII. Net cash provided by (used in) financing activities -679 958 -192 646 -161 472 -46 158
IX. Total net cash flow -1 068 7689 -254 1842
X. Total assets 1118 793 1807 032 269 771 442 012
XI. Liabilities 466 518 1221867 112 490 298 877
XII. Non-current liabilities 134 647 225978 32 467 55 276
XIlII. Current liabilities 331871 995 889 80 023 243 601
XIV. Equity 652 275 585 165 157 281 143 135
XV. Share capital 16 376 16 376 3949 4 006
XVI. Weighted average number of shares 49 624 000 49 624 000 49 624 000 49 624 000
XVII. Weighted average diluted number of shares 49 624 000 49 624 000 49 624 000 49 624 000
XVII. Earnings per ordinary share (PLN/EUR) 3,07 1,00 0,73 0,24
XIX. Diluted earnings per ordinary share (PLN/EUR) 3,07 1,00 0,73 0,24
XX. Book value per share (PLN/EUR) 13,14 11,79 3,17 2,88
XXI. Diluted book value per share (PLN/EUR) 13,14 11,79 3,17 2,88
XXII. Declared or paid dividend per share (PLN/EUR) 0,00 0,00 0,00 0,00
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OPINION OF THE INDEPENDENT AUDITOR

To the General Meeting of Pfleiderer Grajewo §.A.
Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of the Group, whose parent
entity is Pfleiderer Grajewo S.A. with its registered office in Grajewo, ul. Widrowa 1 (“the
Group”), which comprise the consolidated statement of financial position as at
31 December 2013, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then
ended and notes comprising a summary of significant accounting policies and other explanatory
information.

Management’s and Supervisory Board’s Responsibility for the Consolidated Financial
Statements

Management of the Parent Entity is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial Reporting Standards
as adopted by the European Union and with other applicable regulations and preparation of the
report on the Group’s activities. Management of the Parent Entity is also responsible for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

According to the Accounting Act dated 29 September 1994 (Official Journal from 2013, item 330
with amendments) (“the Accounting Act”), Management of the Parent Entity and members of the
Supervisory Board are required to ensure that the consolidated financial statements and the report
on the Group’s activities are in compliance with the requirements set forth in the Accounting Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with section 7 of the Accounting Act, National
Standards on Auditing issued by the National Council of Certified Auditors and International
Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

1
KPMG Audyt Spétka z ograniczong KPMG Audyt Spétka z ograniczong odpowiedzialnoscia Spoétka zarejestrowana
odpowiedzialnoscia sp.k., a Polish limited liability sp.k. jest polskg spétka komandytowa i czlonkiem w Sadzie Rejonowym
partnership and a member firm of the KPMG sieci KPMG skiadajacsj sie 2 niezaleznych spotek dla m.st. Warszawy
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on our
Jjudgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we consider

financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management of the Parent Entity, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Opinion

In our opinion, the accompanying consolidated financial statements of Pfleiderer Grajewo S.A.
Group have been prepared and present fairly, in all material respects, the financial position of the
Group as at 31 December 2013 and its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards as adopted by the
European Union, and are in compliance with the respective regulations that apply to the
consolidated financial statements, applicable to the Group.

Specific Comments on Other Legal and Regulatory Requirements
Report on the Group’s Activities

As required under the Accounting Act, we report that the accompanying report on the Group’s
activities includes, in all material respects, the information required by Art. 49 of the Accounting
Act and by the Decree of the Ministry of Finance dated 19 February 2009 on current and periodic
information provided by issuers of securities and the conditions for recognition as equivalent
information required by the law of a non-Member State (Official Journal from 2014, item 133)
and the information is consistent with the consolidated financial statements,

On behalf of KPMG Audyt Spétka z ograniczong odpowiedzialnoscig sp.k.
Registration No. 3546

ul. Chtodna 51

00-867 Warsaw

Signed on the Polish original

Mirostaw Matusik

Key Certified Auditor

Registration No. 90048

Limited Liability Partner with power of attorney

25 April 2014
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General
Identification of the Group
Name of the Group
Pfleiderer Grajewo S.A. Group
Registered office of the Parent Company of the Group
ul. Widérowa 1
19-203 Grajewo
Registration of the Parent Company in the National Court Register
Registration court: District Court in Biatystok, XII Commercial Department of the
National Court Register
Date: 9 May 2001
Registration number: KRS 0000011422

Share capital as at
the end of reporting period: ~ PLN 16,375,920.00

Management of the Parent Company

The Management Board is responsible for management of the Parent Company.

As at 31 December 2013, the Management Board of the Parent Company was comprised of
the following members:

* Wojciech Gatkiewicz — President of the Management Board,
e Rafal Karcz — Member of the Management Board,
® Dariusz Tomaszewski — Member of the Management Board.

On 26 June 2013 Mr. Radostaw Wierzbicki resigned from the position of Member of the
Management Board.

Information about companies comprising the Group

Companies included in the consolidated financial statements

As at 31 December 2013, the following companies were consolidated by the Group:
Parent Company:

¢  Pfleiderer Grajewo S.A.

Subsidiaries consolidated on the full consolidation basis:

* Pfleiderer Prospan S.A.,

¢ Silekol Sp. zo.0.,

¢ Pfleiderer MDF Sp. z 0.0.,

® Jura Polska Sp. zo.0.,
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* Unifloor Sp. z 0.0. in liquidation.
Jointly controlled entities (equity accounted investees):
e Blitz 11-446 GmbH.

The following subsidiaries were consolidated for the first time during the year ended
31 December 2013, as a result of the Parent Company acquiring a controlling interest:

* Grajewo OOO - subject to consolidation for the period from 16 April 2013
to 31 December 2013.

The following subsidiaries were consolidated until the date control by the Parent ceased:

e Pfleiderer OOO — subject to consolidation for the period from 1 January 2013
to 23 January 2013,

*  Pfleiderer MDF OOO - subject to consolidation for the period from [ January 2013
to 23 January 2013.

Entities excluded from consolidation

As at 31 December 2013, the following subsidiaries of the Group were not consolidated:
¢ Pfleiderer Services Sp. z 0.0.

The entity was excluded from consolidation due to the fact that the result of its operation and
financial position were insignificant in relation to that of the Group.

Key Certified Auditor and Audit Firm Information

Key Certified Auditor information

Name and surname: Mirostaw Matusik

Registration number: 90048

Audit Firm information 7

Name: KPMG Audyt Spotka z ograniczong odpowiedzialnoscia sp.k.

Address of registered office: ul. Chiodna 51, 00-867 Warsaw

Registration number: KRS 0000339379

Registration court: District Court for the Capital City of Warsaw in Warsaw,
XII Commercial Department of the National Court Register

NIP number: 527-26-15-362

KPMG Audyt Spétka z ograniczong odpowiedzialnoscig sp.k. is entered in the register of
audit firms, maintained by the National Council of Certified Auditors, under number 3546.
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Prior period consolidated financial statements

The consolidated financial statements for the financial year ended 31 December 2012 were
audited by KPMG Audyt Spétka z ograniczong odpowiedzialnoscia sp.k. and received an
unqualified opinion.

The consolidated financial statements were approved at the General Meeting of the Parent
Entity on 28 June 2013.

The consolidated financial statements were submitted to the Registry Court on 11 July 2013.

Audit scope and responsibilities

This report was prepared for the General Meeting of Pfleiderer Grajewo S.A. with its
registered office in Grajewo, ul. Wiérowa 1 and relates to the consolidated financial
statements comprising: the consolidated statement of financial position as at
31 December 2013, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash flows for the year then
ended and notes comprising a summary of significant accounting policies and other
explanatory information.

The consolidated financial statements were audited in accordance with the contract dated
9 July 2013, concluded on the basis of the resolution of the General Meeting dated
23 June 2010 on the appointment of the auditor.

We conducted the audit in accordance with section 7 of the Accounting Act dated
29 September 1994 (Official Journal from 2013, item 330 with amendments) (“the
Accounting Act”), National Standards on Auditing issued by the National Council of Certified
Auditors, and International Standards on Auditing.

We audited the consolidated financial statements at the Group entities during the period from
25 November 2013 to 29 November 2013 and from 20 January 2014 to 31 January 2014 and
additional procedures have been performed outside the Parent Company’s head office in the
later period.

Management of the Parent Company is responsible for the preparation and fair presentation of
the consolidated financial statements in accordance with International F inancial Reporting
Standards as adopted by the Furopean Union and with other applicable regulations and
preparation of the report on the Group’s activities.

Our responsibility is to express an opinion and to prepare a supplementary report on the audit
of the financial statements.

The Management Board of the Parent Company submitted a statement, dated as at the same
date as this report, as to the true and fair presentation of the accompanying consolidated
financial statements, which confirmed that there were no undisclosed matters which could
significantly influence the information presented in the consolidated financial statements.

All required statements, explanations and information were provided to us by Management of
the Group and all our requests for additional documents and information necessary for
expressing our opinion and preparing the report have been fulfilled.
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The scope of the work planned and performed has not been limited in any way. The method

and scope of our audit is detailed in working papers prepared by us and retained in the offices
of the Audit Firm.

The Key Certified Auditor and the Audit Firm fulfill the independence requirements as
described in Art. 56 points 3 and 4 of the Act on Certified Auditors and their Self-
Governance, Audit Firms authorized to Audit Financial Statements and Public Oversight
dated 7 May 2009 (Official Journal from 2009 No. 77, item 649 with amendments).

Information on audits of the financial statements of the consolidated
companies

Parent Company

The separate financial statements of the Parent Company for the year ended
31 December 2013 were audited by KPMG Audyt Spétka z ograniczong odpowiedzialno$cig
sp.k., certified auditor number 3546, and received an unqualified opinion.

Other consolidated entities

Entity’s name Authorised audi Fi ial year end _Type of auditor’s op

Pfleiderer Prospan S.A. KPMG Audyt Spolka z ograniczong 31 December 2013 unqualified
odpowiedzialnoscia sp.k, audit opinion

Warsaw
Silekol Sp. z 0.0. KPMG Audyt Spotka z ograniczong 31 December 2013 unqualified
odpowiedzialnoscia sp.k, audit opinion

Warsaw
Pfleiderer MDF Sp. z 0.0. KPMG Audyt Spétka z ograniczona 31 December 2013 unqualified
odpowiedzialnoscig sp.k, audit opinion

Warsaw
Jura Polska Sp. z o.0. Polska Grupa Audytorska Sp. z 0.0. 31 December 2013 unqualified
sp.k. audit opinion
Unifloor Sp. z o.0. in liquidation not audited 31 December 2013 not audited
Blitz 11-446 GmbH not audited 31 December 2013 not audited
Grajewo 000 not audited 31 December 2013 not audited
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. . .
Financial analysis of the Group
Summary analysis of the consolidated financial statements
Consolidated statement of financial position
ASSETS 31.12.2013 31.12.2012
PLN '000 % of total PLN '000 % of total
Non-current assets
Property, plant and equipment 623,837 55.8 583,660 323
Intangible assets 1,607 01 2,218 0.1
Goodwill 107,829 9.6 107,829 6.0
Investments in subsidiaries 52 - 117 -
Other long-term investments 18,738 1.7 10 -
Investment property 3,995 04 4,300 02
Deferred tax assets 14,652 13 12,184 0.7
Advances paid on fixed assets 5,578 0.5 5,426 03
Government grant receivables 14,627 13 14,443 0.8
Total non-current assets 790,915 707 730,187 404
Current assets
Inventories 177,692 159 174,803 9.7
Income tax receivable 21,110 19 261 -
Trade receivables and other 112,310 10.0 70,356 39
Cash and cash equivalents 16,450 15 17,518 1.0
Other short term financial assets 216 - - -
Fair value of hedging instruments 100 - - -
Group of asset held for sale or disposal - - 813,907 45.0
Total current assets 327,878 293 1,076,845 59.6
TOTAL ASSETS 1,118,793 100.0 1,807,032 100.0

EQUITY AND LIABILITIES

31.12.2013 % of total 31.12.2012 % of total

PLN '000 PLN '000
Equity
Share capital 16,376 1.5 16,376 09
Share premium 289,806 259 289 806 16.0
Reserve capital 207,809 186 195,806 10.9
Revaluation reserve 619 - 619 -
Foreign currency differences on translating foreign operation (84) - (14,292) 08
Foreign currency differences on net investments - - (3,829) 0.2
Retained earnings 137,749 123 42,906 2.4
Total equity attributable to equity holders of the parent 652,275 583 527,392 29.2
Non-controlling interest - - 57,773 32
Total equity 652,275 58.3 585,165 324
Liabilities
Loans and borrowings 86,801 77 182,650 10.1
Employee related payables 8,020 0.7 7,111 0.4
Provisions 786 0.1 739 -
Deferred tax liabilities 9,700 0.9 8,245 05
Deferred income due from government grants 29,340 26 27,233 1.5
Total non-current liabilities 134,647 12.0 225978 125
Loans and borrowings 67,730 6.1 528,448 293
Income tax payable 500 - [,136 -
Trade and other payables 240,260 215 197,112 10.9
Provisions 22,032 2.0 18,736 1.0
Liabilities associated with the group of assets held for sale/disposal - - 249,309 13.8
Deferred income due from government grants 1,349 0.1 1,148 0.1
Total current liabilities 331,871 297 995,889 551
Total liabilities 466,518 41.6 1,221,867 67.6
TOTAL EQUITY AND LIABILITIES 1,118,793 100.0 1,807,032 100.0
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2.1.2. Consolidated statement of comprehensive income
Statement of comprehensive income (by function)
01.01.2013 - 01.01.2012 -
31.12.2013 % of total 31.12.2012 % of total
PLN '000 sales PLN '000 (%) sales

CONTINUING OPERATIONS

Revenue 1,462,139 100.0 1,432,282 100.0

Cost of sales (1,200,057) 82.1 (1,204,875) 84.1
Gross profit on sales 262,082 17.9 227,407 15.9

Other operating income 8,802 0.6 19,089 1.3

Distribution expenses (94,260) 6.4 (96,123) 6.7

General and administrative expenses (64,157) 44 (65,596) 4.6

Other operating expenses (3,728) 03 (11,643) 08
Results from operating activities 108,739 7.4 73,134 5.1

Financial income 3,479 0.2 31,679 22

Financial expenses (31,538) 2.1 (86,492) 6.0
Net financing costs (28,059) 1.9 (54,813) 3.8
Profit before tax 80,680 55 18,321 13

Income tax expense (10,639) 0.7 (1,242) 0.1
Net profit from continuing operations 70,041 4.8 17,079 1.2
DISCONTINUED OPERATIONS

Profit from discontinued operation (net of income tax) 97,517 6.7 19,206 1.3
Profit for the period 167,558 115 36,285 2.5
OTHER COMPREHENSIVE INCOME

Foreign currency differences on translating foreign operation 14,163 1.0 (9.590) 0.7

Foreign exchange translation differences from net investment 3,829 0.2 (8,011) 0.5
Other comprehensive income for the period 17,992 12 (17,601) 12
Total comprehensive income for the period 185,550 12.7 18,684 13
Profit attributable to:

Shareholders of the Company 152,541 10.5 49,815 35

Non controlling interests 15,017 1.0 (13,530) 1.0
Profit 167,558 11.5 36,285 25
Total comprehensive income attributable to:

Shareholders of the Company 176,578 11.7 32,351 23

Non controlling interests 14,972 1.0 (13,667) 1.0
Total comprehensive income for the period 185,550 12.7 18,684 1.3
Earnings per share
Basic and diluted earmings per share (PLN) 3.07 - 1.00 -

(*) data restated
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Selected financial ratios
2013 2012 (¥) 2011

1. Return on sales

net profit from continuing operations x 100% 4.8% 1.2% negative

net revenues value
2. Return on equity

net profit x 100% 34.6% 6.6% negative

equity - net profit value
3. Debtors turnover

average trade receivables (gross) x 365 davys 19 days 23 days 32 days

net revenues
4. Debt ratio

liabilities x 100% 41.7% 67.6% 73.2%

equity and liabilities
5. Current ratio

current assets 1.0 1.1 1.1

* Average trade receivables represent the avera
of the period, with no deduction made for allo

current liabilities

(*) data restated

Revenue includes revenue from sales of finished products, merchandise and raw materials.
ge of trade receivables at the beginning and at the end

wances.
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Detailed report

Accounting principles

The Parent Company maintains current documentation describing the accounting principles
applied by the Group and adopted by the Management Board of the Parent Company.

The accounting principles are described in the notes to the consolidated financial statements
to the extent required by International Financial Reporting Standards as adopted by the
European Union.

Entities included in the Group apply common accounting principles consistent with the
accounting principles applied by the Parent Company.

The financial statements of the entities included in the consolidated financial statements were
prepared at the end of the same reporting period as the financial statements of the Parent
Company.

Basis of preparation of the consolidated financial statements

The consolidated financial statements of the Pfleiderer Grajewo S.A. Group were prepared in
accordance with International Financial Reporting Standards as adopted by the European
Union and with other applicable regulations.

The consolidated financial statements were prepared on the basis of the consolidation
documentation prepared in accordance with the requirements the Decree of the Ministry of
Finance dated 25 September 2009 on principles for the preparation of consolidated financial

statements of a capital group by companies other than banks and insurance companies
(Official Journal from 2009 No. 169, item 1327).

Method of consolidation

The method of consolidation is described in note 6 a) of the notes to the consolidated financial
statements.

Goodwill arising on consolidation

The method of calculating goodwill arising on consolidation is described in note 6 e) of the
notes to the consolidated financial statements.

Consolidation of equity and calculation of non-controlling interest

The share capital of the Group is equal to the share capital of the Parent Company.
Other equity items of the Group are determined by adding the equity balances of subsidiaries
included in the consolidated financial statements in the proportion reflecting the Parent

Company’s share in the subsidiaries’ equity as at the end of the reporting period to the
corresponding positions of the equity of the Parent Company.

10
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Only equity of subsidiaries arising after the Parent Company obtained control of the subsidiary
is included in the equity of the Group.

Non-controlling interests in subsidiaries included in the consolidated financial statements were
determined based on the non-controlling interests’ share in the subsidiaries’ equity as at the
end of the reporting period.

Consolidation eliminations

Intercompany balances within the Group were eliminated on consolidation.

Sales between entities and other intercompany operating revenues and expenses and financial
revenues and expenses were eliminated on consolidation.

The consolidation eliminations were based on the accounting records of Pfleiderer
Grajewo S.A. and agreed with information received from the subsidiaries.

Notes to the consolidated financial statements

All information included in the notes to the consolidated financial statements, comprising of
asummary of significant accounting policies and other explanatory information, is, in all
material respects, presented correctly and completely. This information should be read in
conjunction with the consolidated financial statements.

Report of the Management Board of the Parent Company on the Group’s
activities

The report of the Management Board of the Parent Company on the Group’s activities
includes, in all material respects, the information required by Art. 49 of the Accounting Act
and by the Decree of the Ministry of Finance dated 19 February 2009 on current and periodic
information provided by issuers of securities and the conditions for recognition as equivalent
information required by the law of a non-Member State (Official Journal from 2014, item
133) and the information is consistent with the consolidated financial statements.

On behalf of KPMG Audyt Spétka z ograniczona odpowiedzialnoscig sp.k.
Registration No. 3546

ul. Chtodna 51

00-867 Warsaw

Signed on the Polish original

Mirostaw Matusik

Key Certified Auditor

Registration No. 90048

Limited Liability Partner with power of attorney

25 April 2014
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PRESIDENT’'S INTRODUCTION TO THE 2013 CONSOLIDATED A NNUAL REPORT

This past year brought with it many positive depetents for the Pfleiderer Grajewo Group. The
Group’s Management Board closed the sale of itsslRnsassets. The proceeds were applied to the
repayment of the Group’s excessive debt, thus imindown interest expenses and enhancing the
Group’s liquidity position. The Group allocated argon of the proceeds to the financing of future
capex projects in Poland.

The year-on-year pace of growth in furniture sdlgsalue exceeded 6%, largely driven by a strong
increase in exports. Demand in the domestic manketained stable. Revenue from continuing
operations in the course of the year was genesaigdy compared with 2012, led by product mix
changes and higher sales volumes achieved at lpviees. Return on sales markedly improved,
greatly assisted by lower raw material and energep.

There was considerable improvement in the Groupantial performance. Net profit came in at PLN
70m, up by over PLN 53m, with stronger operatingfipiand reduced debt servicing cost as the key
growth factors.

The price of timber — the Group’s primary raw mater fell during the year. This factor, together
with steps taken to increase revenue and tightshdiscipline, further improved return on sales.

The average capacity utilisation of the Group’s kegcess lines was above 87%. The Management
Board has made a decision to increase capacitgatidn by 10% in 2014-2015, which is to be
achieved by removing technology bottlenecks.

The Group is pursuing an investment programme tyage its plants, align its production capacities
with market needs and achieve cost efficienciepréximately PLN 66m worth of investments have
been made to date this year, with a further PLN 81imngoing projects scheduled for completion by
the half year.

The Group has finally resolved its financial sitaat Firstly it has recapitalised and partially aap
the debt of a subsidiary, Pfleiderer MDF, with apbus portion of the proceeds from the sale of the
Group’s Russian assets, and secondly it has mdd#jgayment schedules of the remaining debt.

Pfleiderer Grajewo S.A., the Group’s parent, puselgiathe remaining 50% of the shares in Silekol, a
subsidiary. In addition, a transaction to buy tbe-gcontrolling interests in Pfleiderer MDF was @ds

in January 2014. With these transactions, partigrfced from its own funds, the parent now owns
100% of the shares in all its subsidiaries.

Taking into account the expected outcomes of thgoimig investment programme and anticipated
growth in market demand, the Management Board \mdighat prospects are good for further
improvement of the Group’s financial performancehia current year.

Kind regards,
Wojciech Gytkiewicz
President of the Management Board
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

MANAGEMENT BOARD'S STATEMENT

Pursuant to the Regulation of the Minister of Ft&on current and periodic information to be puids

by issuers of securities and conditions for recogmias equivalent of information whose disclosisre
required under the laws of a non-member statedd@gbdruary 19th 2009 (uniform text Dz. U. of 2014,
item 133), the Management Board of Pfleiderer GvajS.A. (the Parent) represents that to the beiss of
knowledge the annual consolidated financial staresnéor the year ended December 31st 2013 and the
comparative data have been prepared in complianitetiae applicable accounting policies and give a
fair and clear view of the Pfleiderer Grajewo Graupssets and financial results, and that the dnnua
consolidated Directors’ Report on the Pfleiderenj@rvo Group’s operations gives a fair view of its
development, achievements and standing, includishgsaription of the key risks and threats.

The Management Board of Pfleiderer Grajewo S.2e Rarent) represents that the audit firm of financi
statements who audited the annual consolidatedidiabstatements was appointed in compliance with
applicable laws, and that both the audit firm amel key certified auditor who performed the audieme
the conditions required to issue an objective aegpendent opinion on the audited annual conselidat
financial statements, in accordance with the applelaws and professional standards.

Wojciech Gytkiewicz
President of the Management Board

Rafat Karcz
Member of the Management Board, Chief
Financial Officer

Dariusz Tomaszewski
Member of the Management Board, Sales
Director

Grajewo, April 25th 2014



PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

ANNUAL CONSOLIDATED FINANCIAL STATEMENT

Statement of comprehensive income

Total Total

Jan 1- Jan 1-
Continuing operations Note Dec 31 2013 Dec 31 2012
Revenue 1 1,462,139 1,432,282
Cost of sales 8 (1,200,057) (1,204,875)
Gross profit 262,082 227,407
Other operating income (*) 4 8,802 19,089
Distribution costs 8 (94,260) (96,123)
Administrative expenses 8 (64,157) (65,596)
Other operating expenses (*) 5 (3,728) (11,643)
Operating profit 108,739 73,134
Finance income (*) 3,479 31,679
Finance costs (*) (31,538) (86,492)
Net finance costs 7 (28,059) (54,813)
Profit before tax 80,680 18,321
Income tax expense 9 (10,639) (1,242)
Net profit on continuing operations 70,041 17,079
Discontinued operations
Net profit on discontinued operations 18 97,517 19,206
Net profit for the reporting period 167,558 36,285
Attributable to non-controlling interests 15,017 (13,530)
Attributable to owners of the parent 152,541 49,815
Other items of comprehensive income
Exchange differences on translating foreign openati 14,163 (9,590)
Exchange differences on net investments in subrgdia 3,829 (8,011)
Other items of comprehensive income 17,992 (17,601)
Comprehensive income for the period 185,550 18,684
Comprehensive income for the period attributable to
Owners of the parent 170,578 32,351
Non-controlling interests 14,972 (13,667)
Comprehensive income for the period 185,550 18,684
Basic earnings per share (PLN) 3.07 1
Diluted earnings per share (PLN) 3.07 1

*) Data for 2012 is restated — exchange differeveexe reclassified from financing activities to ogténg activities.

Supplementary notes to the annual consolidateddinhstatements
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

Statement of changes in equity

As at Jan 1 2013

Comprehensive income for the
period

Net profit

Other comprehensive income

Exchange differences on
translating foreign operations

Exchange differences on net
investments in subsidiaries

Total other comprehensive
income

Total comprehensive income for
the period

Transactions with owners
recognised in equity

Loss of control of subsidiary
Pfleiderer MDF OOO
Acquisition of non-controlling
interests

Transfer of part of 2012 net profit

to statutory reserve funds

Transactions with owners
recognised in equity

As at Dec 31 2013

Exchange
Exchange differences
differences on on net
Statutory translating investments Non-
Share Share reserve  Revaluation foreign in Retained controlling
capital premium funds reserve operations subsidiaries  earnings Total interests Total

16,376 289,806 195,806 619 (14,292) (3,829) 42,906 527,392 57,773 585,165
0 0 0 0 0 0 152,541 152,541 15,017 167,558
0 0 0 0 14,208 0 0 14,208 (45) 14,163
0 0 0 0 0 3,829 0 3,829 0 3,829
0 0 0 0 14,208 3,829 0 18,037 (45) 17,992
0 0 0 0 14,208 3,829 152,541 170,578 14,972 185,550
0 0 0 0 0 0 0 0 5,004 5,004
0 0 0 0 0 0 (45,696) (45,696) (77,749) (123,444)
0 0 12,003 0 0 0 (12,003) 0 0 0
0 0 12,003 0 0 0 (57,699) (45,696) (72,745)  (118,441)
16,376 289,806 207,809 619 (84) 0 137,749 652,275 0 652,275

Supplementary notes to the annual consolidateddinbstatements
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

Financial year ended December 31st 2012

Exchange
differences on Exchange
Statutory translating differences on Non-
Share Share reserve Revaluation foreign net investments Cash flow Retained controlling
capital premium funds reserve operations in subsidiaries hedges earnings Total interests Total
As at Jan 1 2012 16,376 289,806 155,005 619 (4,839) 4,182 0 33,892 495,041 71,440 566,481
Comprehensive income for the
period
Net profit/loss 0 0 0 0 0 0 0 49,815 49,815 (13,530) 36,285
Other comprehensive income
Exchange differences on
translating foreign operations 0 0 0 0 (9,453) 0 0 0 (9,453) (137)  (9,590)
Exchange differences on net
investments in subsidiaries 0 0 0 0 0 (8 011) 0 0 (8,011) 0 (8,011)
Total other comprehensive
income 0 0 0 0 (9,453) (8,011) 0 0 (17,464) (137)  (17,601)
Total comprehensive income
for the period 0 0 0 0 (9,453) (8,011) 0 49,815 32,351 (13,667) 18,684
Transactions with owners
recognised in equity
Transfer of part of 2011 net
profit to statutory reserve funds 0 0 40,801 0 0 0 0 (40,801) 0 0 0
Transactions with owners
recognised in equity 0 0 40,801 0 0 0 0 (40,801) 0 0 0
As at Dec 31 2012 16,376 289,806 195,806 619 (14,292) (3,829) 0 42,906 527,392 57,773 585,165

Supplementary notes to the annual consolidateddinbstatements
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)
Statement of financial position

Assets

Property, plant and equipment
Intangible assets

Goodwill

Investments in jointly controlled entities
Other non-current financial assets
Investment property

Deferred tax asset

Prepayments for property, plant and equipment
Government grants receivable
Non-current assets

Inventories

Trade and other receivables

Income tax receivable

Cash and cash equivalents

Other current financial assets

FX forwards

Assets related to discontinued operations
Current assets

Total assets

Equity and liabilities

Equity

Share capital

Share premium

Statutory reserve funds

Revaluation reserve

Exchange differences on translating foreign openati
Exchange differences on net investments in subgidia
Retained earnings

Equity (attributable to owners of the parent)
Non-controlling interests

Total equity

Liabilities

Borrowings and other debt instruments
Employee benefit obligations

Provisions

Deferred tax liabilities

Deferred income from government grants
Non-current liabilities

Borrowings and other debt instruments
Income tax payable

Trade and other payables

Employee benefit obligations

Liabilities related to discontinued operations
Deferred income from government grants
Current liabilities

Total liabilities

Total equity and liabilities

Note Dec 31 2013 Dec 31 2012
10 623,837 583,660
11 1,607 2,218
3 107,829 107,829

52 117

12 18,738 10
13 3,995 4,300
14 14, 652 12,184
10 5,578 5,426

15 14,627 14,443
790,915 730,187

16 177,692 174,803
17 112,310 70,356
21,110 261

30 16,450 17,518
216 0

100 0

18 0 813,907
327, 878 1,076,845
1,118, 793 1,807,032

19 16,376 16,376
19 289,806 289,806
19 207,809 195,806
619 619

(84) (14,292)

0 (3,829)

137,749 42,906

652,275 527,392

0 57,773

19 652,275 585,165
21 86,801 182,650

22 8,020 7,111
23 786 739
14 9,700 8,245
15 29,340 27,233
134,647 225,978

21 67,730 528,448
500 1,136

24 240,260 197,112
22 22,032 18,736
18 0 249,309

15 1,349 1,148
331, 871 995,889
466, 518 1,221,867
1,118, 793 1,807,032

Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)
Statement of cash flows

Cash flows from operating activities

Net profit for the reporting year
Adjustments

Depreciation and amortisation

Foreign exchange gains/losses

Interest for the period

Profit/loss on investing activities

Income tax disclosed in profit or loss of the pédrio
Deferred income tax recognised in equity
Net result on discontinued operations
Change in trade and other receivables
Change in inventories

Change in trade and other payables
Change in employee benefit obligations
Change in provisions

Amortisation of government grants
Result on forward contracts

Change in exchange differences on translating forefgerations
Other adjustments

Cash flows from operating activities
Interest received

Income tax paid/received

Net cash from operating activities

Cash flows from investing activities

Disposal of non-current assets

Disposal of discontinued operations

Acquisition of intangible assets and property, pkmd equipment

Net cash from investing activities

Cash flows from financing activities

Repayment of borrowings and other debt instruments

Repayment of borrowings and other debt instrumentsiirent account
Increase in borrowings and other debt instruments

Acquisition of non-controlling shares

Interest paid

Net cash from financing activities

Change in cash

Cash at beginning of the period

Cash at end of the period

Including

Cash and cash equivalents for continuing operations

Cash and cash equivalents included in disposajpgrou

Note

18

30

18

Jan 1- Jan 1-
Dec 31 2013 Dec 31 2012
167,558 36,285
(42,508 214,103
48,111 76,946
(1,605) (9,129)
26,495 89,877
480 429
10,639 24,302
0 (1,879)
(97,517) 0
(15,581 22,792
(11,839) 21,115
(3,66p (11,138)
4,205 7
47 105
(1,16p (1,871)
2,521 767
(79) 1,427
(3,557) 353
125,050 250,388
1,609 217
87 (22,547)
126,746 228,058
329 (147)
618,255 0
(66,440) (27,576)
552,144 (27,723)
(589,466) (129,434)
0 22,310
31,263 0
(93,123) 0
(28,632) (85,522)
(679,958) (192,646)
(1,068) 7,689
17,518 19,586
16,450 27,275
16,450 17,518

0 9,757

Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

Notes to the annual consolidated financial statemén

1. General information

The parent entity of the Pfleiderer Grajewo GroBprént) is a listed joint-stock company registdred
Poland.

The Parent, under its former name of Zaktady PHardivych S.A. of Grajewo, was originally registered
on July 1st 1994 by the District Court, Commerd&alurt of Lonza, in Section B of the Commercial
Register under entry No. 270. Subsequently, on Bthy2001, it was registered by the District Codrt o
Biatystok, XII Commercial Division of the Nation&lourt Register, under entry No. KRS 0000011422.
On September 18th 2002, the Group’s ManagementdBeaeived the decision of the District Court of
Biatystok on entering the Parent’s new name, PéieidGrajewo S.A., in the National Court Register.

The Parent's registered office is located at ulodMfiva 1, Grajewo, Poland.
In accordance with the Polish Classification of iBass Activities, the Parent’s business is regster
under No. 16217.

These annual consolidated financial statementiseoPtleiderer Grajewo Group for the period Jandaty
— December 31st 2013 were approved by the Paremaddanent Board on April 25th 2013.

2. Structure of the Group

Pfleiderer Grajewo S.A. Group consists of Pfleid&eajewo S.A. (parent) and its subsidiarieshim t
period January 1st — December 31st 2013, Pfleiderajewo S.A. was the parent with respect to the
following entities:

Subsidiaries

Pfleiderer Prospan S.A., Wieruszow

Silekol Sp. z 0.0., Kdzierzyn-Kale,

Pfleiderer MDF Sp. z 0.0., Grajewo

Jura Polska Sp. z 0.0., Grajewo

Unifloor Sp. z o.0. in liquidation, Wieruszow

Pfleiderer OOO, Novgorod (Russia) — subsidiarylul@nuary 23rd 2013
Pfleiderer MDF OOO, Novgorod (Russia) — subsidiamyil January 23rd 2013
Grajewo OOO, Novgorod (a newly established company)

Pfleiderer Services Sp. z 0.0., Grajewo

© 0O NO OB WN P

Jointly-controlled entities
10 Blitz 11-446 GmbH, Neumarkt

Associates
11 Pfleiderer MDF OOO of Novgorod (Russia) — assodiaim January 23rd to December
30th 2013
(5) Indirectly through Pfleiderer Prospan S.A.
(6) Sale of shares on January 23rd 2013.
(7), (11)  sale of assets and loss of control on January Z&t8.
(1) Sale of shares on December 30th 2013.

Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

(8) Purchase of shares on April 16th 2013.
As at December 31st 2013, the structure of the Bveas as follows:

Pfleiderer Grajewo S.A.

Parent
Pfleiderer Prospan S.A. Pfleiderer MDF Sp. z o.0.
Subsidiary Subsidiary
(100%) (100%)
Unifloor _Sp: 20.0.w likwidacji Grajewo 000
(in liquidation)
Subsidiary Subsidiary
(100%) (100%)
Jura Polska Sp. z o.0. Silekol Sp. z o0.0.
Subsidiary Subsidiary
(100%) (100%)
Pfleiderer Services Sp. z 0.0.
Subsidiary
(100%)

These annual consolidated financial statementhefPfleiderer Grajewo Group comprise the financial
data of Pfleiderer Grajewo S.A., the Parent, asidubsidiaries.

As at December 31st 2013, Pfleiderer Grajewo 3h&. Parent, had full control of the above entitiest
had the power to govern their financial and opegaipolicies by exercising the right to appoint and
remove members of their management boards.

e OnJanuary 23rd 2013, Pfleiderer Grajewo S.A.hasstller, and Ingka Pro Holding Subholding |
B.V. and SWEDSPAN Holding B.V., as the buyers, sgdanto an agreement for sale of a 100%
interest in Pfleiderer OOO of Russia as well asabsets belonging to Pfleiderer MDF OOOQ, its
subsidiary in Russia and joint venture Blitz 11-4@&nbH in Germany The transaction is
discussed in Note.18

* On April 16th 2013, Pfleiderer Grajewo S.A., therd?d, purchased, from BI_EL-SI of Russia,
100% of shares in Grajewo OOOQ. The purchase prae ®UR 2 thousand (PLN 9 thousand).

Supplementary notes to the annual consolidateddiahstatements

10



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

On December 27th 2013 Pfleiderer Grajewo S.A.hagptrchaser, and Pfleiderer Holzwerkstoffe
GmbH of Neumarkt, Germany, as the seller, signedgarement for the purchase of shares in a
subsidiary, Silekol Sp. z 0.0. ofeHzierzyn Kale. Under the agreement, Pfleiderer Grajewo S.A.
purchased 22,700 non-preference shares in the shpital of Silekol Sp. z 0.0., with a par value
of PLN 1,000 per share. These shares represeffédob the share capital of Silekol Sp. z o.0.
and conferred the right to 50% of total vote atgbbsidiary's general meeting.

The purchase price for the shares amounted to ERJR32 thousand (an equivalent of PLN
93,123 thousand). The ownership title to the shawestransferred to Pfleiderer Grajewo S.A. on
the purchase price payment date, December 27th. 286&t December 31st 2013, Pfleiderer
Grajewo S.A. held 100% of Silekol Sp. z 0.0.’s sheaipital.

The purchase was financed with Pfleiderer Grajewa’Sown funds and proceeds from credit
facilities.

Pfleiderer Holzwerkstoffe GmbH is a subsidiary deRlerer GmbH of Disseldorf, which is an

indirect parent of Pfleiderer Grajewo S.A.

On December 27th 2013, Pfleiderer Grajewo S.A. medu200,000 newly issued shares in the
increased share capital of subsidiary PfleidererFVEp. z 0.0. of Grajewo, with a par value of
PLN 500 per share.

The shares were issued pursuant to a resolutioa 8N 100,000 thousand increase of the
company’s share capital, passed by an ExtraordiGanyeral Meeting of Pfleiderer MDF Sp. z
0.0. on December 27th 2013.

Pfleiderer Grajewo S.A. acquired the shares in axgh for a cash contribution of PLN 100,000
thousand. The subscription was financed with P&ietd Grajewo S.A.’s own funds.

On December 27th 2013, Pfleiderer Grajewo S.Athagurchaser, and Pfleiderer Service GmbH
of Neumarkt, Germany, as the seller, signed amnetiry agreement for the purchase of shares in
subsidiary Pfleiderer MDF Sp. z 0.0. of Grajewo.

The preliminary purchase agreement concerned 18%882-preference shares with a par value of
PLN 500 per share. The condition of conclusiothef promised agreement was a registration of
the increased share capital of Pfleiderer MDF Sm.@. Both payment on account of the
increased share capital, as well as an applicédioregistration of the increase took place before
the balance sheet date. Therefore, the decisitireafourt on the registration, which took place on
20 January 2014, has been recognized only as aaffotondition, which had no effect on
acquisition of non-controlling interests

The purchase price for the shares amounted to EB#8@housand (an equivalent of PLN 29,070
thousand).

After the purchase of the shares from PfleiderawiSe GmbH, Pfleiderer Grajewo S.A. held
100% of Pfleiderer MDF Sp. z 0.0.’s share capital.

Pfleiderer Service GmbH is the parent of Pfleid&emjewo S.A.

Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

List of companies of the Pfleiderer Grajewo Groupijncluding their business profiles:

The business of Pfleiderer Grajewo S.A., the Parentonsists in:

* manufacture and veneering of wood and wood-basmtlipts,
» paper finishing,
» trade at home and abroad.

Pfleiderer Prospan S.A.— a joint-stock company entered in the commenaglister maintained by the
District Court of Kalisz under No. RHB1754 on Sepber 23rd 1997 as Zaktady Ptyt Wiorowych
Prospan S.A. On September 17th 2001, the compasyregistered with the District Court of t6d
Srodmiescie in £6dz, XX Division of the National Court Register undartry No. KRS: 0000042082.

Industry Identification Number (REGON): 250744416
Tax Identification Number (NIP): 619-17-42-967
Registered office: ul. Bolestawiecka 10, 98-40iszdéw, Poland

Business profile:

+ manufacture of melamine-faced and raw chipboardsoémer wood and wood-based products,
* paper finishing,

« trade at home and abroad,

* generation and distribution of heat.

Silekol Sp. z 0.0— a company entered into the National Court Regisy the District Court of Opole,
VIII Commercial Division of the National Court Retger of Opole, under No. KRS 0000225788 on
January 6th 2005.

Industry Identification Number (REGON): 160003017
Tax Identification Number (NIP): 749-19-69-061
Registered office: ul. Mostowa 30 K, 47-228dkierzyn-Kale, Poland

Business profile:

The company ensures steady supplies of adhesiedsushipboard manufacture to the Parent and its
subsidiaries.

» manufacture of dyes and pigments,

» manufacture of other organic and inorganic chersjcal
* manufacture of paints and varnishes,

* manufacture of glues and gelatines.

Pfleiderer MDF Sp. z 0.0~ entered in the National Court Register by thetrigit Court of Biatystok, Xl
Commercial Division of the National Court RegisteBiatystok, under entry No. KRS 174810, on
October 9th 2003.

Industry Identification Number (REGON): 330994545
Tax Identification Number (NIP): 719-13-99-317
Registered office: ul. Wiérowa 1, 19-203 Grajewoland

Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

Business profile:

» sale and intermediation in the sale of raw and mela-faced chipboards, films and foils,
* veneering of chipboards,
* manufacture of melamine-faced and raw chipboardso#imer wood-based materials.

Jura Polska Sp.z 0.0. — entered in the National Court RegistethigyDistrict Court of Katowice,
Commercial Division of the National Court Registender No. KRS 149282, on November 24th 1999.

Industry Identification Number (REGON): 276746151
Tax Identification Number (NIP): 629-215-85-14
Registered office: ul. Wiérowa 1, 19-203 GrajeWwoland

Business profile:

» transport,

» road transport of goods with specialised vehicles,

» road transport of goods with universal vehicles,

» lease of trucks,

» wholesale of building materials and sanitary figmand fittings.

Unifloor Sp. z 0.0. w likwidacji (in liquidation) — entered in the National Court Register by thetriait
Court of Biatystok, Commercial Division of the Naial Court Register, under No. KRS 0000237233, on
June 29th 2005.

Industry Identification Number (REGON): 200021250
Tax Identification Number (NIP): 719-149-38-49
Registered office: ul. Bolestawiecka 10, 98-40GWszéw, Poland

Unifloor Sp. z o.0. is currently in liquidation.

Pfleiderer Services Sp. z 0.0— a company entered into the National Court Reglsy the District Court
of Biatystok, XIl Commercial Division of the NatiahCourt Register in Biatystok, under No. KRS
0000247423, on December 20th 2005.

Industry Identification Number (REGON): 200052769
Tax Identification Number (NIP): 719-15-03-973
Registered office: ul. Wiérowa 1, 19-203 Grajewoland

The company has suspended its operations.

Grajewo OOO - a limited liability company incorporated undiee taws of the Russian Federation,
registered on August 12th 2009 by Interregiongbéasion No. 9 for the Novgorod Region at the Miryist
of Customs and Taxes of the Russian Federation.

Uniform Registration Number: 1095321004130
Supplementary notes to the annual consolidateddiahstatements
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

Tax Identification Number: 5321135070
Registered office: 21/43 Studenitzeskaya Streeliky Novgorod, Russia

The company conducts trading activities in Russia.

List of jointly-controlled entities

Blitz 11-446 GmbH - entered in the Commercial Register by the Couduremberg, under No. HRB 28
166.

HRB Registry Number: 28 166
Tax ldentification Number: 201/116/21366
Registered office: Ingolstadter Strasse 51, NeltnGermany

Business profile:

e exports, in particular to Russia and Eastern Eyrope
* provision of investment-related services.

Supplementary notes to the annual consolidateddiahstatements

14



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

3. Composition of the Parent's Management Board andhe Supervisory Board and
changes in the reporting period

As at the end of the reporting period, the compmsiof the Pfleiderer Grajewo Management Board was
as follows:

1. Wojciech Gytkiewicz President of the Management Board
2. Rafat Karcz Member
3. Dariusz Tomaszewski Member

On June 26th 2013, Radostaw Wierzbicki resignedhftbe position of Member of the Management
Board, Operational Director of Pfleiderer GrajewdA.S Simultaneously, Mr Radostaw Wierzbicki
resigned from the position of Member of the ManagenBoard of Pfleiderer Prospan S.A. and Member
of the Management Board of Pfleiderer MDF Sp. z ¢oowth companies are subsidiaries of Pfleiderer
Grajewo S.A)).

Composition of the Supervisory Board as at Decerithet 2013:

1. Michael Wolff Chairman of the Supervisory Board
2. Gerd Hammerschmidt Member

3. Jochen Schapka Member

4. Richard Mayer Member

5. Jan Waniak Member

On February 12th 2013, Mr Hans-Kurt von Werdergesd from the position of Member of Parent's
Supervisory Board, effective from February 26th201

In accordance with a resolution of the Extraordinm@eneral Meeting, on February 26th 2013, Mr Ridhar
Mayer was appointed Member of Parent's SuperviBogrd.

4, Periods covered by the consolidated financialaements and comparative data

These annual consolidated financial statements wexpared for the year ended December 31st 2013,
while the comparative financial data and notedediathe year ended December 31st 2012.

These annual consolidated financial statementsttier year ended December 31st 2013 and the
comparative data comprise the financial data okidrer Grajewo S.A., the Parent, and of its
subsidiaries.
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5. Basis of preparation
a) Statement of compliance

These annual consolidated financial statements haee prepared in accordance with the International
Financial Reporting Standards endorsed by the Eamp/nion (“the EU IFRS").

The EU IFRS include all the International AccougtiBtandards, International Financial Reporting
Standards, and their Interpretations, except fosahStandards and Interpretations, discussed below,
which are still to be endorsed by the European Waiod Standards and Interpretations which have been
endorsed by the European Union but have not cotodadnce yet.

A number of new Standards, amendments to Stand@edidnterpretations not yet effective for annual
periods ending on 31 December 2013 and have not &ggied in the consolidated financial statements.
Group intends to use them, for the periods for wiiey are applicable for the first time.

Further, as at the reporting date, the Company rfedsyet completed estimating the effect of new
Standards and Interpretations which will becomedtive after the reporting date on the Company's
financial statements for the period in which thelf be applied for the first time.

Sandards and inter pretations adopted by the | ASB and approved by the EU

 IFRS 10Consolidated Financial Statementseffective for annual periods beginning on or afte
January 1st 2014,

* IFRS 11Joint Arrangements, effective for annual periods beginning on or f@nuary 1st 2014,

* IFRS 12Disclosure of Interests in Other Entities effective for annual periods beginning on or rafte
January 1st 2014,

* Amendments tdFRS 10 Consolidated Financial Statements, IFRS 1Joint Agreements, and
IFRS 12 Disclosure of Interests in Other Entitieseffective for annual periods beginning on or rafte
January 1st 2014,

* |AS 27 (amended 2018eparate Financial Statements effective for annual periods beginning on
or after January 1st 2014,

* |AS 28 (amended 2011yvestments in Associates and Joint Ventureeffective for annual periods
beginning on or after January 1st 2014,

« Amendments to IAS 3Financial Instruments: Presentation — Offsetting Financial Assets and
Financial Liabilities , effective for annual periods beginning on or af@nuary 1st 2014,

« Amendments tdAS 39 Financial Instruments: Recognition and Meastement (Novation of
Derivatives and Continuation of Hedge Accountingffective for annual periods beginning on or
after January 1st 2014,

« Amendments tdAS 36 Impairment of Assets(Recoverable Amount Disclosures for Non-Financial
Assets), effective for annual periods beginningopafter January 1st 2014.

Currently, EU-approved IFRS do not differ signifitig from the regulations adopted by the Internaio
Accounting Standards Board (IASB), with the excaptof the following standards, amended standards
and interpretations, which have not yet been adopte at the publication date of these financial
statements:

Sandards and interpretations adopted by the |ASB and pending endor sement by the EU as at
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December 31st 2013

IFRS 9 Financial Instruments — Optional application (no mandatory effectiveajat

« Amendments to IFRS 9 Financial Instruments (amended 2010) Optional application (no
mandatory effective date),

« Amendments tolFRS 9 Financial Instruments andIFRS 7 Financial Instruments: Disclosures-
Optional application (no mandatory effective date),

* |FRIC 21 Levies, effective for annual periods beginning on orraf@nuary 1st 2014.

* Amendment tdAS 19 Employee BenefitDefined Benefit Plans: Employee Contributionseetfifve
for annual periods beginning on or after July B4

* Amendments to thelnternational Financial Reporting Standards 2010-2Q2 (annual
improvements to IFRS 2010-2012 include eight amemdsnto seven standards, together with
relevant amendments to the other standards andplietations), effective for annual periods
beginning on or after July 1st 2014.

* Amendments to thelnternational Financial Reporting Standards 2011-2Q3 (annual
improvements to IFRS 2011-2013 include four amemdsnéo standards, together with relevant
amendments to the other standards and interpnestieffective for annual periods beginning on or
after July 1st 2014.

* IFRS 14 Regulatory Deferral Accounts effective for annual periods beginning on or mtanuary
1st 2016.

b) Basis of accounting

These annual consolidated financial statements wegpared in compliance with the historical cost
convention, with the exception of financial derivas and investment property which were measured at
fair value.

c) Functional and presentation currency

All figures disclosed in these annual consoliddiadncial statements are expressed in the ztotyNjPL
and rounded to the nearest thousand, unless iadicdélerwise.

The functional currency of the Parent is the Patisity (PLN).
d) Estimates and judgements

The preparation of financial statements in accardamith the EU IFRS requires the Management Board
to make certain estimates and assumptions whidrctafiie values disclosed in the financial statement
and the related notes. While the assumptions atimiades used are based on the Management Board’s
best knowledge of current actions, operations amuhts, the actual results may differ from projeasio
(please refer to Note 33).

Estimates and underlying assumptions are reviewe@ro ongoing basis. Any change in accounting
estimates is recognised in the period in which su@nge occurred or in current and future peribtisei
performed estimate change relates to both the muared future periods.
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6. Significant accounting policies

The Group’s accounting policies, other than thoseussed in this subsection, have been applied
consistently to all periods presented in these @aleted financial statements, and have been applie
consistently by Group entities.

As of 2013, the Company changed the manner of ptasen of foreign exchange gains and losses in the
statement of comprehensive income. Foreign exehgagns and losses related to operating activities
were reclassified from financing activities to atl@come or expenses, respectively. The changetaffe
the amount of operating profit and net finance megtcosts. It does not affect, though, profit betase

To ensure comparability of data presented in thanitial statements, the Group has restated thesrstat

of comprehensive income for the comparative perada result, other expenses and other incomehypse
PLN 3,879 thousand and PLN 424 thousand, respégtiwile finance income and finance expenses
decreased by the same amounts.

a) Basis of consolidation

(i) Subsidiaries
Subsidiaries are entities controlled by the parent.

Control is the power to govern, directly or indittgcthe financial and operating policies of a giventity
in order to obtain benefits from its activities.eTtlegree of control is assessed based on thengxastid
potential voting rights that are currently exerblsa

Financial statements of subsidiaries are conselid&tom the date that control commences until ® th
date the control ceases.

(i) Loss of control

On the loss of control, the Group derecognisesattgets and liabilities of the subsidiary, any non-
controlling interests and the other componentsopiitg related to the subsidiary. Any surplus oridef
arising on the loss of control is recognised irfipar loss. If the Group retains any interesthie previous
subsidiary, then such interest is measured atvédire at the date that control is lost. Subsequehtt
retained interest is accounted for as an equitpatted investee or available-for-sale financialeass
depending on the level of influence retained.

(iif) Consolidation adjustments

Balances of intra-Group settlements among the Gsauities, transactions between the Group’s iestit
and all related unrealised gains or losses, asasdaithe Group’s income or expenses are eliminateld w
preparing the consolidated financial statementgedlised losses are eliminated in the same way as
unrealised gains, but only to the extent that tieer® evidence of impairment.

b) Foreign currencies
() Transactions in foreign currencies

Any transaction expressed in a foreign currenciraaslated to the respective functional currenofes
Group entities at the exchange rate at the traonsadates. Monetary assets and liabilities expregse
foreign currencies are translated as at the reygpdate at the exchange rate for a given curremicthat

date. Non-monetary assets and liabilities valugdsabrical cost in foreign currencies are traresladt the
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exchange rate at the transaction date.

Foreign currency differences resulting from retlatien are recognised in profit or loss of the péri
except for foreign currency differences arisingmrroetranslation of a qualifying cash-flow hedgette
extent the hedge is effective and foreign curreti@nslation differences on net investments in
subsidiaries.

Exchange rates used to Exchange rates used to
translate items of the translate items of the
statement of financial statement of
position comprehensive income
Dec 31 Dec 31 Dec 31 Dec 31
2013 2012 2013 2012
EUR 4.1472 4.0882 EUR 4.2110 4.1850
UsD 3.0120 3.0996 UsD 3.1653 3.2565
GBP 4.9828 5.0119 GBP 4.9528 5.1591
RUB 0.0914 0.1017 RUB 0.0990 0.1048
RON 0.9262 0. 9197 RON 0.9543 0.9377

(i) Translation of foreign operations

As at the reporting date, assets and liabilitieBor#ign subsidiaries are translated to zloty atékchange
rate at the reporting date. Income and expensegramslated at the exchange rate at the dateseof th
transactions. The related foreign currency diffeemnare recognised in other comprehensive income an
presented in the foreign currency translation reser equity as a separate item. At the time gbasl of

a foreign entity in a way, that control is lost,yaaccumulated currency-translation differences are
transferred to profit or loss as part of the gaitoses on disposal.

(i) Net investments in foreign operations

Foreign currency differences relating to monetaeyni receivable or liability from a foreign operatjo
whose settlement is neither planned nor probabthdrforeseeable future, are considered to formadar
net investments in foreign operation and are reisednin other comprehensive income and presented in
translation reserve in equity.

c) Financial instruments
(i) Non-derivative financial instruments

Non-derivative financial instruments comprise loamsl receivables, as well as liabilities measutted a
amortised cost.

A financial instrument is recognised if the Grougcbmes a party to the contractual provisions of the
instrument. Financial assets are derecognised tramstatement of financial position if the Group’s
contractual rights to the cash flows from the ficiahassets expire or if the Group transfers tharfcial
asset to another party without retaining contrawstantially all risks and rewards of the asset.

The Group may transfer financial asset in a way gaat of it will not be derecognised. If the Group
transfers financial asset in a way that it neittetains nor transfers substantially all the riskd eewards
of ownership but it retains control of the finari@aset the Group continues to recognise a finhasiet
to the extent of its continuing involvement inThe extent of the entity’s continuing involvementthe
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transferred asset is the extent to which the emditgxposed to the risk of changes in the valu¢hef
transferred asset.

If the entity continues to recognise an asset ¢oetktent of its continuing involvement, it alsoagnises
the related liability, which is measured in suclay as to reflect the rights and obligations that éntity
retained with respect to the asset.

Financial liabilities are derecognised from theiestaent of financial position if the Group’s obligats
specified in the contract expire or are dischamyechncelled.

Loans and receivables

Loans and receivables are financial assets wigdfior determinable payments that are not quoteshin
active market. They are initially carried at faialwe plus directly attributable transaction costsd
subsequently measured at amortised cost, usingftbetive interest rate method, less any accumdlate
impairment losses.

The fair value of trade and other receivables tameded as the present value of future cash flows,
discounted using the market interest rate as aldbeof the statement of financial position.

Loans and receivables include trade and othervalleis, as well as cash and cash equivalents.

Cash and cash equivalents comprise cash in handlemand deposits at banks. The cash and cash
equivalents balance presented in the statemerdstf fows comprise the abovementioned cash and cash
equivalents.

Available for sale financial assets

Available-for-sale financial assets are non-deiafinancial assets that are designated as aleifab

sale or are not classified in any of the abovegmtes of financial assets. Available-for-sale fioial
assets are recognised initially at fair value @og directly attributable transaction costs. Subeatto
initial recognition, they are measured at fair waind changes therein, other than impairment loages
recognised in other comprehensive income and presen the fair value reserve in equity. When
investment is derecognised, he gain or loss acatsuilin equity is reclassified to profit or loss.
Investments in equity instruments which are ndedlson an active market are stated at cost less any
accumulated impairment losses.

Financial liabilities measured at amortised cost

Financial liabilities measured at amortised co& imitially recognised at fair value less any dikec
attributable transaction costs, and subsequenthsared at amortised cost using the effective inteste
method.

Financial liabilities are recognised on the tradésdwhich is the date that Group becomes a partiyet
contractual provisions of the instrument.

The Group’s financial liabilities measured at arsed cost comprise loans and borrowings, trade and
other payables.

The fair value for disclosure purposes is deterthinased on the present value of future cash floors f
repayment of capital and interest, discounted utiegmarket interest rate as at the date of themstnt
of financial position.
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(i) Derivative financial instruments

The Group uses financial derivatives, mainly forvamontracts to hedge its currency-exchange risk
exposures related to its operating, financing wedting activities.

At the time of initial recognition, financial deatives are recognised at fair value; any attridetab
transaction costs are recognised in profit or Essncurred; thereafter they are measured at fdirev
Gains and losses on measurement at fair valueeaogmised in profit or loss of the period. Howevkr,
financial derivatives are classified as hedgingtruments, the recognition of gains or losses on
remeasurement to fair value depends on the tygigedfem hedged with such derivatives.

At inception, the Group formally documents the tielasship between the hedging instrument and the
hedged item. The documentation includes the riskagament objective and a strategy for undertaking
the hedge, as well as methods to be used by thegpGomassess the hedge effectiveness.

The Group makes an assessment, both at inceptibinasubsequent periods, whether it is justified to
expect that the hedging instruments will remaimgtity effective” in offsetting changes in fair valoe
cash flows of the respective hedged items attrilletéo the hedged risk, during the entire period fo
which the hedge was undertaken, as well as whetttell results are within a range of 80-125%. Cash
flow hedges are applied for highly probable forédeensactions bearing risk of changes in cashdlow
whose effects would be recognised in profit or losthe period.

The fair value of a currency forward is estimatgddiscounting the difference between the transactio
price and the current forward rate for the periodieg on the contract execution date, applyingla-fiiee
rate (based on treasury bills).

Cash-flow hedges

If a financial derivative is designated to hedgéatility in cash flows related to a specific risermected
with a recognised asset, liability or a highly pmble forecast transaction which could affect profitoss,
the portion of the gain or loss on the hedgingrument that is determined to be an effective hadge
recognised in other comprehensive income and piesgeas a separate hedging reserve in equity. Gains
losses previously recognised in other compreheris@me are transferred to profit or loss in thmea
period and under the same item in which hedged ¢lasts are recognised in the statement of
comprehensive income. The ineffective portion craies in fair value of the derivative instrument is
recognised immediately in profit or loss.

If a hedging instrument no longer meets the ceatésir hedge accounting, it expires or is sold, teated

or exercised, or its designation is changed, trmuficeases to apply hedge accounting prospectiifely.
the forecast transaction is not to be effectedgtias or losses previously recognised in the rste of
comprehensive income are immediately recognisegraiit or loss. Otherwise, amounts previously
recognised in the statement of comprehensive in@meecognised in profit or loss in the same [gkeoio
periods in which the hedged transaction affectipoofloss.

Supplementary notes to the annual consolidateddiahstatements

21



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statem&nfor the financial
year ended December 31st 2013

(all amounts in PLN thousand)

d) Property, plant and equipment
(i) Owned property, plant and equipment

Property, plant and equipment are recognised inkbeks at acquisition or production cost, less
accumulated depreciation and any accumulated imeair losses.

Acquisition cost comprises the price for which aegi asset was purchased (i.e. amount due to tles, sel
less any deductible taxes: VAT and excise tax)lipuarges (in the case of imports), and costsctly
related to the acquisition and adaptation of theetafor use, including the cost of transport, logdi
unloading and storage. Rebates, discounts and sithdar reductions decrease the asset acquisitieh
The production cost of property, plant and equipnaenl a tangible asset under construction compaibes
the expenses incurred by a company to construstalinadapt or improve such asset including non-
deductible VAT or excise tax until the day on whible asset was available for use in a manner ieténd
by management. The production cost comprises disoestimation of the cost of dismantling and
removing items of property, plant and equipmentyel as of restoring them to their initial condit, if
such obligation exists. Additionally, the producticost includes borrowing costs associated with the
acquisition or production of an item of propertyami and equipment or a tangible asset under
construction. If a specific item of property, plaahd equipment consists of separate and material
components with different useful lives, such congrdn are treated as separate items.

Gain or loss on disposal of an item of propertanplor equipment is estimated as a difference lmtwe
the disposal proceeds and the carrying amounteatéim, and is recognised in profit or loss.

(i) Reclassification to investment property

When the use of a property changes from owner dedup investment property, it is measured at fair
value and reclassified to investment property. ain arising on remeasurement is recognised intprof
or loss, to the extent that it reverses a previoas on impairment loss on the specific propertye T
remaining gains are recognised in other compreheriscome and presented in revaluation reserve in
equity. Any losses are recognised as profit or.loss

(i) Property, plant and equipment used under leae agreements

Lease agreements under which en entity assumetastially all the risks and benefits resulting frone
ownership of the property, plant and equipmentcéassified as finance lease agreements.

Upon initial recognition, items of property, plaartd equipment acquired under finance lease agréemen
are measured at the lower of their fair value arspnt value of the minimum lease payments, and
subsequently reduced by depreciation and impairioseés.

Lease agreements under which the lessor retairgtasitally all risks and benefits resulting froneth
ownership of the leased asset are classified astimge leases. Property, plant and equipment usddru
operating lease agreements are not recognizee istdtement of financial position.

(iv) Subsequent expenditure

The Group capitalises subsequent expenditure ohBnwit is probable that the Group will obtain fetur
economic benefits associated with the expenditOtber expenditure is recognised in profit or loss a
incurred. Repair and maintenance costs are expassedurred.
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(v) Depreciation

Items of property, plant and equipment, or sub&thaind individual elements thereof, are deprediate
over their useful lives using the straight-line heat, taking into account the residual value. Ladaot
depreciated. Leased assets under a finance leadeneciated over the shorter of the lease tedhaair
useful life unless it is reasonable certain that@moup will obtain ownership by the end of thesketerm.
Land is not depreciated.

The Group has adopted the following useful livesp@articular categories of tangible assets:

Buildings 25 to 40 years
Plant and equipment 2 to 25 years
Vehicles 5 to 8 years
Other tangible assets 4 to 8 years

The correctness of the applied useful lives, deatien methods and residual values of propertyntpla
and equipment is reviewed as at the end of eacbrtiegp period and adjusted prospectively, if
appropriate.

e) Intangible assets
(i) Goodwiill

Any business combination other than combinatiosarhpanies under common control is accounted for
by use of the acquisition method.

Goodwill is recognised initially as:
» the fair value of consideration transferred, plus
» the recognised amount of any non-controlling irgexén the acquiree; plus

» if the business combination is achieved in statfgsfair value of the pre-existing equity interest
in the acquire, less

» the net recognised amount (generally fair valuethefidentifiable assets acquired and liabilities
assumed.

Following the initial recognition, goodwill is regnoised at cost less any accumulated impairmeng¢$oss

(i) Other intangible assets

Intangible assets acquired in a separate trangaati® recognised at acquisition cost less accusullat
amortisation charges and accumulated impairmeseos

(iif) Subsequent expenditure

Subsequent expenditure on existing intangible agsaapitalised only when it increases future eatin
benefits to be generated by the asset. Other eitpends recognised in profit or loss as incurred.
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(iv) Depreciation

Intangible assets are amortised with the straiglet-method over their useful lives. Goodwill is not
amortised; instead it is tested for impairment tagaxh financial year end. Other intangible asaets
amortised from the date that they are availableugar. The estimated useful lives of intangible tasare
as follows:

Licences 2 to 3 years
Computer software 2 years

The correctness of the applied useful economics]ivemortisation methods and residual values of
intangible assets is reviewed as at each balarexst-date and adjusted prospectively, if appropriate

f) Investment property

Investment property is held to earn rentals anfifiocapital appreciation. Investment property i Ineld

for sale as part of normal operations, nor is g&du the manufacturing process, supply of goodk an
services, or for administrative purposes. Investmproperty is initially measured at cost, and
subsequently at fair value. Any gains or lossesiragifrom changes in fair value are recognisedrafitp

or loss.

Q) Inventories

Inventories are recognised at the lower of thest @nd net realisable value. Net realisable vaiuthé
estimated selling price in the ordinary course adibess, less estimated cost to complete and e¢stima
costs necessary to make the sale.

The cost of inventory is determined in the follogriimanner:
Materials and merchandise — at acquisition costetb®n the weighted average method.

Finished products and work in progress — cost mfatlimaterials and labour and an appropriate podfo
indirect production costs, calculated on the basisormal production capacity; based on the weihte
average method.

h) Impairment losses
(i) Non-derivative financial assets

An impairment loss on a non-derivative financiasetsis recognised if there is objective evidence of
impairment as a result of one or more events tbetiroed after initial recognition of the asset, evhmay
have an adverse impact on future cash flows retatétte financial asset and it may be estimatadiyigl.

The amount of an impairment loss on a financiakagseasured at amortised cost is estimated as the
difference between the asset’s carrying amountgrised in the statement of financial position amg t
present value of the future cash flows, discountsidg the original effective interest rate. Impamn
losses on financial assets available for sale @amgated by reference to the assets’ present faieva

Each material financial asset is tested for impamtras at each reporting date. Other financialtsisse
divided into groups with similar credit risk andsassed for impairment collectively.

Impairment losses are recognised in profit or loss.
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Impairment losses are reversed if a subsequen¢dserin the recoverable value can be objectively
attributed to an event occurring after the impaintmecognition date. In such a case, the amoutiteof
reversal is recognised in profit or loss.

(i) Non-financial assets

The carrying amount of non-financial assets othantinventories, investment property and deferagd t
asset are reviewed at each reporting date to dieienwhether there is any indication of impairmdft.
any such indication exists, then the asset’'s reate value is estimated. Goodwill is tested arlguat
impairment at year end.

The recoverable amount of assets of cash-genenatitgyis higher of an asset's fair value lesssctussell
and its value in use. Value in use is calculatedibgounting present value of estimated future ¢asis
with a pre-tax interest rate that reflects curneairket assessments of the time value of money fzand t
risks specific to the asset. In the case of asdeish do not generate independent cash flows, vialuse

is estimated for the assets’ smallest identifiatdsh-generating unit. An impairment loss is recegghi
when the carrying amount of an asset or cash-geéngranit recognised in the statement of financial
position is higher than its recoverable amountashegenerating unit is the smallest identifiableugr of
assets which generates cash inflows that are jaigeépendent of the cash flows from other assets o
groups of assets. Impairment losses are recogmsgaebfit or loss. Impairment of a cash-generatimif

is initially recognised as a decrease in goodwiticated to that cash-generating unit (a group asfhe
generating units), and subsequently as a decraabe icarrying amount of the other assets belontging
that cash-generating unit(a group of cash-genegyatinits) recognised in the statement of financial
position on a pro-rata basis.

Impairment losses in respect to goodwill is notersed. As far as other assets are concerned, lat eac
reporting date impairment losses recognised inrpariods are reviewed to determine if there is any
evidence that they no longer exist or have dectkase impairment loss recognised in prior periosls i
reversed if the estimates used to determine thet'agecoverable amount have changed. An impairment
loss is reversed only up to the carrying amounthef asset (net of amortisation and depreciatioaf th
would have been determined had no impairment less becognised.

i) Discontinued operations and disposal groups

Assets and liabilities representing a disposal grechich are expected to generate benefits thraadg

or distribution rather than through continued uaeg classified by the Group as held for sale or
distribution, provided that the assets are avaldbl immediate sale in their present condition &rel
probability of such a transaction is high. Diredifore reclassification as held for sale or disiiibn, the
assets (or components of a disposal group) areasamed in line with the Group’s accounting policies
Subsequently, the assets or disposal groups angmnmised at the lower of their carrying amount dr fa
value less cost to sell.

Any impairment loss on a disposal group is alloddirst to goodwill, and subsequently as a decréase
the carrying amount of other assets on a pro-raséspprovided that the loss of goodwill does rffeca

the value of inventories, financial assets, detetas assets, employee benefit assets, investmeneiy,
which continue to be recognised in accordance th#ghGroup’s accounting policies. Impairment on &sse
initially recognised as held for sale or distriloutiis charged to profit or loss for the period. sThiso
applies to gains or losses resulting from subseoecigamge of value. Gains on fair value remeasuremen
are recognised only up to the amount of previotstpgnised impairment losses.

Intangible assets and property, plant and equipiassified as assets held for sale or distribusi@not
amortised or depreciated.
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Discontinued operations are understood as Groypésations which were disposed of or classified as
held for sale or distribution, constituting:

» aseparate major line of business or geographieal af operations,

* a part of a single co-ordinated plan to disposeao$eparate major line of business or a
geographical area of operations,

» asubsidiary purchased solely for resale.

Operations are classified as discontinued opemfidiowing their disposal or once they meet thteda

to be classified as held for disposal. If the opens are classified as discontinued operations, th
comparative data in the statement of comprehemsomne is restated as if the discontinuation tolekce

at the beginning of the comparative period.

)] Equity
() Ordinary shares

Ordinary shares are disclosed under equity. Caststly attributable to the issue of ordinary sisaaed
stock options, adjusted by the effect of taxesycedequity.

(i) Dividends
Dividends are recognised as liabilities in the @ein which the dividend resolution was adopted.

(i) Non-controlling interests

The Group presents non-controlling interests dt fv@portionate share of the acquiree’s identiéatet
assets.

Changes in the Group’s interests in a subsidiaaty db not result in a loss of control are accoufbecs
transactions with owners in their capacity as own@djustments to non-controlling interests aresblasn
proportionate amount of the net assets of the diaivgi No adjustments are made to goodwill andaia g
or loss is recognised in profit or loss.

k) Employee benefits
(i) Defined contribution plan

Under the applicable regulations, the Group is irequto withhold and pay contributions for future
pension benefits of its employees. According to X5 the benefits form a state plan which is ardefi
contribution plan. In connection with the aboveeg Broup’s liabilities for each period are recogdise
based on the contributions payable in a given year.

(ii) Other non-current employee benefits - retiremat bonuses

In accordance with the remuneration rules, empleyédfleiderer Grajewo S.A, Pfleiderer Prospan.S.A
Pfleiderer MDF Sp. z o0.0., Silekol Sp. z 0.0., dnda Polska Sp. z o0.0. are entitled to receiveeragnt
bonus (upon retirement).

The Group’s retirement bonus obligations are ddteethby estimating the amount of future remuneratio
of the employee at the time of the employee'samtimt, and by estimating the amount of the future
bonus. Retirement bonuses are discounted to preakm@. Retirement bonus obligations are recognised
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pro rata to the employee's expected length of servi

The value of future liabilities is calculated byguaalified actuary using the projected unit costhodt The
employee turnover is estimated based on histodatd and projections concerning future employment
levels.

Any changes between the balance of employee beart@fgations as at the beginning and the end of a
reporting period are recognised in other comprealienscome.

) Provisions

Provisions are created when the Group has a haljidigal or constructive obligation) resulting ringpast
events and when it is probable that a dischargthiefliability would cause an outflow of economic
benefits, and the amount of the liability may bkatdy estimated. If the effect of time value of n&y is
significant, the amount of provisions is determiryddiscounting projected future cash flows to pres
value at pre-tax rates reflecting the current maglstimates of the time value of money and riskany,
related to a specific liability. If the discountimgethod is applied, an increase in provisions eesalt of
lapse of time is presented in finance costs.

m) Revenue

(i) Revenue from sales of finished products/merchatise and services

Revenue from sales of finished products/merchandisecognised at the fair value of the considerati
received or receivable, net of returns, trade disto®and volume rebates.

Revenue is recognised when significant risks angués incidental to the ownership of finished preidu

and merchandise have been transferred to the cestand if the revenue amount may be reliably
estimated. The revenue is not recognised if tharédueconomic benefits, determination of the costs
incurred, or the possibility of return of finishgotoducts/merchandise is highly uncertain, or if the
Company is involved in the management of the saldled products/merchandise on a continuing basis.

Revenue from provision of services includes mamlyenue from transportation services. Revenue from
provision of services with duration of up to sixmias is recognised on completion of the service.

(i) Government grants

A government grant is recognised in the stateméritnancial position only when there is reasonable
assurance that the grant will be received and tfeaigswill comply with any conditions attached tee th
grant. Grants received as compensation for costsa@y} incurred are recognised as income on a
systematic basis in the periods when the costderklo the grants are incurred. Grants received as
compensation for costs of assets are recognigefit or loss on a systematic basis as other irecower

the useful life of the asset.

In addition to monetary government grants abowe Ghoup recognises government grants in the form of
exemption from income tax as tax receivables arfierdl income (government grant) related to Special
Economic Zone. The government grant is in the fofraxemption from income tax until the earlier of

the two: use of the investment tax credit (maximammount calculated on the basis of the regulations
applicable to special economic zones) or expirghef Special Economic Zone. In order to assess the
amount of the government grant to be utilised i fibllowing financial years, the Group estimated th

total amount of the potential tax payable on theegempt income generated by it from the business
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conducted in the Special Economic Zone based oappeoved budgets for the following financial years
The Group amortises the government grants. Forpilngiose, the Group compiles a list of the property
plant and equipment (along with the applicable dejation charges) in the case of which the capital
expenditure made on such assets in the particekusyis taken into account in calculating the arhoéin

the government grants in the period of conductipgrations in the special economic zone. Based ®n th
above data, the Group estimates the weighted awetagreciation charge for the property, plant and
equipment. In the following accounting periods @mup amortises the government grants recognised as
deferred income using the weighted average depi@tiaate calculated for the property, plant and
equipment the acquisition of which served as thsisbBor establishing the amount of the government
grants.

The Group also amortises the government grant @ésseteceivable). The Group reduces the government
grant asset by the amount of the government gitdiged in the reporting period, in correspondenctn
income tax expense (note 15).

n) Payments under operating leases

Payments under operating lease agreements conchyddte Group are recognised in the statement of
comprehensive income on a straight-line basis dutie lease term.

0) Payments under finance leases

Minimum lease payments made under finance leageamportioned between the finance expense and the
reduction of outstanding liability. The finance exge is allocated to each reporting period as tairok
constant periodic rate of interest on the remaiaimgpunt of the lease liability.

p) Net finance income and costs

Finance income includes interest income on fundested by the Group, gains on hedging instruments
that are recognised in profit or loss, foreign exuae gains and reclassifications of net gains pusly
recognised in other comprehensive income. Inténesime is recognised in profit or loss on an adcrua
basis using the effective interest rate method.

Finance costs include interest expense on borr@yingwinding of the discount on provisions and
deferred consideration, losses on hedging instrtsnémat are recognised in profit or loss, foreign
exchange losses, and financial assets impairmehér(éhan trade receivables), reclassification eff n
losses previously recognised in other comprehensigeme. Interest expense that is not directly
attributable to the acquisition, construction oogurction of a qualifying asset are recognised ofipor
loss using the effective interest rate method.

Foreign exchange gains and losses are posted tasistas either finance income or finance cost.

q) Income tax expense

Corporate income tax recognised in the income rsté comprises the current and deferred tax. The
current and deferred income tax is recognised dfitpor loss, unless it relates to business contlina
items recognised directly in equity or as other porhensive income.

The current tax is the expected tax payable orivabke for the year, determined using the tax rates
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applicable at the reporting date, and including asfjustments of the tax due for the previous years.

The deferred income tax is determined with theafd@e balance-sheet liability method in relatioratl

temporary differences existing as at the reportiate between the tax value of assets and liabildied
their carrying amount recognised in the stateméfiinancial position and disclosed in the consdida
financial statements.

Deferred tax asset is not recognised for:

» Temporary differences on the initial recognitionasfsets or liabilities in a transaction that is aot
business combination and that affects neither atowyor taxable profit or loss;

 Temporary differences related to investments insilidries and jointly controlled entities to the
extent that the Group is able to control the timfighe reversal of the temporary differences dnsl i
probable that they will not reverse in the forebdeéuture;

» Taxable temporary differences arising on the ihigaognition of goodwill.

Deferred tax asset is recognised in relation taetluctible temporary differences as well as unuard
losses carried forward, in the amount of the prabtdxable income which would enable these diffeesn
and losses to be used. Carrying amount of a deff¢éaseasset is reviewed as at each reporting datésa
subject to appropriate reduction to the exters na longer probable that taxable income sufficfenta
partial or full realisation of this deferred taxsaswould be generated.

Deferred tax asset and deferred tax liability afewated using tax rates expected to be effectivihe
time of realisation of particular asset or lialyilibased on tax rates (and tax legislation) actuallegally
in force as at the reporting date.

The measurement of deferred tax reflect the tasegpmences that would follow the manner in which the
Group expects, at the end of the reporting petimdecover or settle the carrying amount of itetsand
liabilities.

r Earnings/(Loss) per share

The Group presents basic and diluted earnings)(fmxsshare for ordinary shares. Basic earningss)lo
per share are calculated by dividing the profisgloattributable to holders of ordinary shares hwy t
weighted average number of ordinary shares outstgrdliring the period. Diluted earnings (loss) per
share is calculated taking into account the pr@diss) attributable to holders of ordinary sharbs
average number of ordinary shares, and instrunfémtsy) with a dilutive effect.

S) Determination and presentation of operating segmest

The Group determines and presents operating segnfersted on the information that is internally
provided to its chief operating decision makers.

An operating segment is a Group component thatgasya business activities from which it may earn
revenues and incur expenses, including revenuegx@mehses that relate to transactions with anyef t
Group's other components. The operating resultsthef operating segments for which financial
information can be identified are reviewed regylaiy the management to make decisions about
resources to be allocated and assess their perioema

Segment results reported to the management indtaedes directly attributable to a segment as well as
those that can be allocated on a reasonable hisidiocated items comprise mainly administrativecss
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of the Company, office expenses and income taxsase liabilities.

Capital expenditure of a segment includes experadibn purchase of property, plant and equipment and
intangible assets other than goodwill.
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1 Operating segments

The Group comprises the following reporting op@@tsegments to which the Group companies are
allocated:

Operating Companies comprising
segments the segment Business profile
Poland Pfleiderer Grajewo S.A. Production of chipboard
Transport services — mainly to Polish companiethefPfleiderer Grajewo S.A
Jura Sp. z 0.0. Group
Silekol Sp. z o0.0. Production of resins and adkessi- mainly for the Group’s purposes
Pfleiderer Prospan S.A. Production of chipboard
Unifloor Sp. z o.0. in liquidation
Pfleiderer MDF Sp. z 0.0. Production of thin MDFalod
Grajewo OO0 Trading activities in Russia
Russia Pfleiderer MDF OOO Discontinued operations
Pfleiderer OOO Discontinued operations

Information on geographical segments

Revenue by country of customer’s registered office:
Jan1—-Dec 31 Jan 1 - Dec 31

Country 2013 2012
Poland 926,050 929,737
Germany 178,235 148,830
Lithuania 86,422 73,643
Russia 82,819 115,044
Sweden 36,608 24,941
Czech Republic 29,150 28,136
Belarus 17,818 15,750
Latvia 14,299 11,246
Ukraine 12,848 11,590
Slovakia 10,175 8,303
Netherlands 9,556 11,127
Romania 8,061 6,712
Kazakhstan 7,628 7,901
Denmark 6,863 6,494
Hungary 5,270 1,965
Azerbaijan 5,258 8,093
Finland 4,957 5,725
Italy 3,520 2,517
Moldova 2,294 2,341
Serbia 1,652 721
Republic of South Africa 1,396 1,101
Estonia 1,351 844
Georgia 1,293 1,141
San Marino 1,237 0
United Kingdom 795 3,678
Other countries 6,584 4,702
Total 1,462,139 1,432,282
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Products and Services

Jan 1 —Dec 31 Jan 1-Dec 31
By product group 2013 % share 2012 %) % share
Revenue from sales 1,392,761 95.3% 1,375,883 96.1%
Chipboard 898,621 61.5% 804,452 56.2%
MDF boards 126,675 8.7% 197,742 13.8%
Glues 230,056 15.7% 215,723 15.1%
Other 137,409 9.4% 157,966 11.0%
Revenue from sales of materials 9,816 0.7% 4,538 0.3%
Revenue from sales of merchandise 24,237 1.7% 22,696 1.6%
Revenue from rendering of services 35,325 2.3% 29,165 2.0%
Total sales 1,462,139 100.0% 1,432,282 100.0%

*) Revenue by countries and products comprise nairtg operations.

Key customers

Given the nature of the Group’s business and iessructure, it is not possible to identify kexstomers.
In the financial years ended December 31st 20138ad, none of the customers accounted for more tha

10% of the Group’s total sales.

Segment information

Following the disposal in early 2013 of subsidian¢hich met the geographical segment criterion RIS
the Group identifies only one operational segmed®land.

On April 16th 2013, Pfleiderer Grajewo S.A., thadd, purchased, from BI_EL-SI of Russia, 100% of
shares in Grajewo OOO. The shares were purchaseBUB 2 thousand (PLN 9 thousand). In these
financial statements, subsidiary Grajewo OOO isgméed in the 'Poland’ geographical segment axei d
not meet the quantity criteria applicable to thenitification of a separate operational segment.

In Q4 of 2012, the Pfleiderer Grajewo Group enténeal a conditional agreement with Ingka Pro Hoddin
Subholding | B.V. and SWEDSPAN Holding B.V., prowid for the sale of all shares in Pfleiderer OOO
of Russia as well as Pfleiderer MDF OOQ'’s assétsthe same time, under the agreements, the Pflaide
Grajewo Group lost control of subsidiary PfleideMbDF OOO. Both companies operated in the same
operational segment. As at December 31st 2012Gtep classified the subsidiaries’ assets as tald f
sale or distribution and their respective liakelitias liabilities related to the assets held fde sa
distribution (note 18). Transactions between tld sompanies and the Group are appropriately ptede

in the segment forming part of discontinued operei

Segments’ profit comprises profit generated by esagment, without allocating finance income andscos
and income tax, as these items are monitored aGtbap level and cannot be allocated. Inter-segmen
sales are executed on an arm’s length basis.
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Operating segments

Poland Russia Inter-segment eliminations Total consolidated
Inter- Discontinued Inter- Discontinued
Discontinued segment activity segment activity
Continuing operations operations*** eliminations  eliminations  eliminations  eliminations

2013 2012 2013 2012 2013 2013 2012 2012 2013 2012
Segment’s revenue from sales to third-par
customers 1,465551 1,344048 18357 445894 0 (21769) 0 (357660) 1,462139 1,432282
Revenue from inter-segment transactions 0 89000 3412 766 (3412) (89766) 0) 0
Total revenue 1,465551 1,433)48 21769 446660 (3412) (21769) (89766) (357660) 1,462139 1,432282
Total costs (1,356877) (1,359913) (19364) (369622) 3,47¢ 19364 8,75 281012 (1,353400) (1,359148)
Operating profit/(loss) 10874 73135 2405 77038 65 (2405) (391) (76648) 108739 73134
Finance income/costs (28059) (54813)
Tax (10639) (1242)
Net profit/loss 70041 17079
Segment’s assets 1,066615 1,596730 0 741806 (34) (561466) 0 1,066581 1,777069
including: non-current assets 776271 964535 0 0 9) 0 (246456) 0 776262 718079
current assets 290344 632195 0 741806 (25) 0 (315010) 0 290319 1,058990
Unallocated assets * 0 52,212 29,963
Total assets 0 1,118,792 1,807,032
Segment’s operating liabilities 301788 252323 0 267506 (0) 0 (18440) 0 301788 501389
Unallocated liabilities ** 164,73C 720479
Capital expenditure
property, plant and equipment 84278 18019 0 5555 0 0 0 0 84278 23%74
Intangible assets 0 280 0 0 0 0 0 280
Depreciation and amortisation
Depreciation of property, plant and
equipment (47262) (41523) 0 (33403) 0 0 (142) 0 (47262) (75068)
Amortisation of intangible assets (849) (1515) 0 (363) 0 0 0 (849) (1878)

* Unallocated assets include cash, income tax vabés and deferred tax assets.

** Unallocated liabilities include income tax payapdeferred tax liability, borrowings and othebtignstruments.
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2 Seasonality of operations

Chipboard sales are subject to seasonal changeatrtioular changes related to the seasonal nafure
the construction cycle. Sales peak occurs in teergk half of the calendar year whereas the lowest
sales are generated in the second quarter of kedza year.

3 Goodwill

Impairment test of cash generating unit containinggoodwiill

As at December 31st 2013, the Parent's ManagemeatdBestimated the recoverable amount of
goodwiill.

Goodwill was allocated to the cash-generating (PPiteiderer Prospan SA). Recoverable amount of
cash-generating unit was determined based on alatm of its value in use, defined with respect t
the operations of Pfleiderer Prospan S.A. Suchutation is made using the projected cash-flows
adopted in the five-year financial budgets appravedhe Management Board. Cash flows extending
beyond the period of five years are extrapolated 8% growth rate, which does not exceed the
average long-term growth rate for the manufactuseagtor in Poland. The main assumptions used to
calculate the unit’s value in use were as follows:

« Terminal growth rate beyond the five-year periodered by the budget — 3%;

+ discount rate — 10.2%.

The Management Board made budget assumptionsdamnbairment test based on past performance
and on the Management Board’s market developmeetdsts. A discount rate was applied to reflect
the risks specific to a given operating segmentat® of return on 10-year government bonds was
assumed as the risk-free rate. The projected dasls fvere derived from the budgets for the years
until 2018 approved by the Management Board. Chsiasffor further five years are determined by
extrapolating the results for 2018 at a fixed gltovdte of 3%. The test did not reveal any impairmen
of goodwill as at December 31st 2013.

Management did not identify any key assumptionsdkgected changes of which could cause the
carrying amount become equal the recoverable amount
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4 Other income
Jan 1- Jan 1-
Dec 31 2013 Dec 31 2012

Profit on sale of property, plant and equipment 0 78
Reversal of impairment loss on receivables 1,589 2,034
Compensations and penalties received 212 527
Release of unused accruals and deferred income 1,149 1,416
Government grants 1,154 1,871
Other income 4,698 13,163
Total 8,802 19,089

Other income of PLN 4,698 thousand relate to opeydbreign exchange differences of PLN 2,395
thousand.

Other income of PLN 13,136 thousand comprises ratgeds of PLN 11,795 thousand from sale of
items of property, plant and equipment, which warbsequently placed in use under operating leases

(note 26).

5 Other expenses

Loss on disposal of property, plant and equipment
Impairment loss on trade receivables

Receivables written-off

Damages paid

Recognition of accruals and deferred income
Other expenses

Total

6 Employee benefit expense

Salaries and wages payable

Employee benefits

Decrease in length-of-service award obligation
Increase in retirement bonus obligations

Change in obligations related to settlements witpleyees
Decrease in unused holiday entitlement obligations
Change in liabilities related to bonus payment

Jan 1- Jan 1—-
Dec 31 2013 Dec 31 2012
175 410
773 3,539
36 1,497
204 178
1,226 165
1,314 5,854
3,728 11,643
Jan 1- Jan 1-
Dec 31 2013 Dec 31 2012
7996 78,19
2118 2@01
0 (62)
963 494
47 105
393 737
2480 155
10497 9%49
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7 Finance income and costs

Disclosed in profit or loss of the period:

Jan 1— Jan 1—-
Dec 31 2013 Dec 31 2012
Interest income 1,981 31,182
Gains on forward contracts 1,498 426
Other finance income 0 71
Finance income 3,479 31,679
Interest expense (28,476) (81,733)
Net foreign exchange loss (1,492) (4,004)
Investment revaluation (305) 0
Other finance costs (1,265) (755)
Finance costs (31,538) (86,492)
Net finance costs (28,059) (54,813)
Recognised in other comprehensive income
Jan 1—- Jan 1—-
Dec 31 2013 Dec 31 2012
Exchange differences on net investments in subgdia 3,829 (8,011)
3,829 (8,011)
8 Costs by nature of expense
Dec 31 2013 Dec 31 2012
Materials used 89K27 913236
Depreciation and amortisatidh 4804 43016
External services 16281 154331
Taxes and charges 1865 1462
Employee benefit expense 10497 9%49
Cost of merchandise and materials sold 123439 129925
Other costs 18,86 17882
Total costs 1,361399 1,373401
Change in inventories of finished products and adsrand
deferrals (1501) (3118)
Work performed by entity and capitalised to assets (2424) (3,689
Total operating expenses 1,358174 1,366594
Including
Distribution costs 9260 96123
Administrative expenses 64157 65596
Cost of sales 1,20@M57 1,204875

1) The amount of amortization in 2013 was reduced Hgy amount of the reversal of a provision for
depreciation of an asset in the amount of PLN 309mi
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9 Income tax expense

Jan 1 - Dec 31 Jan 1 - Dec
2013 312012
Income tax expense
Current portion of income tax
1,921 8,160
1,921 8,160
Deferred income tax
Relating to origination and reversal of temporaffedénces (758 (13,856)
Tax loss 9,476 6,938
14 8,718 (6,918)
Tax expense recognised
in the consolidated income statement 10639 1242

Reconciliation of income tax on pre-tax profit he tstatutory tax rate to income tax calculatedhat t
effective tax rate:

Change in tax under temporary differences brought Jan 1 - Dec 31 Jan 1 - Dec 31
forward 2013 2012
Profit before tax 80 680 18,321
Tax at domestic rate 19.00% 15,329 19.00% 3,481
Effect of foreign tax rates 0.02% 14 0.00% 0
Recognition of deferred tax assets not recognized in  (6.14%) (4,956) (21.49%) (338)
previous years
Coverage of accumulated loss generated outside the (0.05%) 43 0.17% (31)
Zone
Non-tax-deductible expenses — permanent differences 0.44% 352 15.21% 7,86
Non-taxable income — permanent differences 0.18% (143) 5.76% (1,056)
Effect on income tax (5.83%) (4,704) (12,22%) (239)

Income tax at effective tax rate
13% 10639 7% va2

Income tax disclosed in the consolidated income
statement 10,639 D42
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10 Property, plant and equipment

Gross value

As at Jan 1 2012

Increases

Decreases

Transfers

Reclassification into assets held for sale

Effect of exchange differences on translating slibses

As at Dec 31 2012

As at Jan 1 2013

Increases

Decreases

Transfers

Reclassification of tangible assets

Effect of exchange differences on translating slibses

As at Dec 31 2013

Supplementary notes to the annual consolidateddinbstatements

Land,

Tangible assets

buildings epc;iirgrﬁggt Other under_ Total
construction

471018 1,168636 42198 246192 1,928044
0 0 6 25338 25344

217 3573 2174 0 5964
4631 13514 643 (21057) (2269)
(119528) (327631) (12388) (228962) (688509)
(8,07) (12701) (533) (9912) (28253)
350,797 838,245 27,752 12,099 1,228,893
350,797 838,245 27,752 12,099 1,228,893
0 17,857 94 66,327 84,278

425 5,842 1,533 0 7,800
2730 41,832 4,110 (48,910) (238)

0 1,894 0 (1,894) 0

1 0 (8) 0 (7)

35303 89386 30,415 27%22 1,308,26
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Accumulated depreciation and impairment losses
As at Jan 1 2012

Depreciation

Decreases

Reclassification into assets held for sale

Effect of exchange differences on translating slibges

As at Dec 31 2012

As at Jan 1 2013

Depreciation

Decreases

Reversed provisions for accumulated depreciatidamjible
assets

Effect of exchange differences on translating slibges

As at Dec 31 2013

Net value
As at Dec 31 2012

As at Dec 31 2013
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Tangible assets

Land, buildings Pla_nt and Other under Total
equipment .
construction
148,837 593,868 31,489 0 774,194
15,801 55,613 3,654 0 75,068
217 3,448 2,015 0 5,680
(31991) (14817) (®22) 0 (190,30)
@r7) (238) (404) 0 (619)
131,153 491,278 22,802 0 645,233
131,153 491,278 22,802 0 645,233
®97 3554 011 0 47262
248 546 1,502 0 7296
0 (3,909) 0 0 (3,909)
0 0 1) 0 (1)
14®02 51877 2310 0 681289
219,644 346,967 4,950 12,099 583,660
21501 37609 7,05 2/22 623837
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Property, plant and equipment under finance lease

As at December 31st 2013 and December 31st 20&82Gtioup held no property, plant and
equipment under finance lease agreements.

Tangible assets under construction
Investment projects

Investment projects completed in 2013: KT presdNRD.1m), KT 10 press upgrade (PLN 1.4m),
wood dust mill (PLN 4.3m), wood chip transport (PI2Ndm), dry wood shavings sorting mill
upgrade (PLN 3.3m), formaldehyde unit developmd?®tN 7.4m), adhesives production unit
development (PLN 4.2m). Expenditure of PLN 22.7nswaade primarily on smaller operating
projects, with cost below PLN 1m.

Impairment of non-financial non-current assets

The Management Board tested non-current non-fiaaasisets for indications of impairment as at
December 31st 2013. The analysis revealed no itiolicaof impairment at the Parent and at the
subsidiaries Pfleiderer Prospan S.A, Silekol Spoz and Jura Sp. z 0.0.

However, such indications were found at Pfleidé®F Sp. z 0.0., and the Management Board
carried out an impairment test of non-current asastat December 31st 2013.

The recoverable value of non-current assets wasrrdeted based on the value in use. The
calculations take into account the cash flow prijes approved by the Management Board. Cash
flows extending beyond the period of five years extrapolated at a 3% growth rate, which does
not exceed the average long-term growth rate fmtanufacturing sector in Poland. The growth
rate does not exceed the long-term average grateHfor the manufacturing sector in Poland.

The key assumptions used in the impairment tesbofcurrent assets as at December 31st 2013 to
calculate the value in use were as follows:

- Terminal growth rate beyond the five-year perodered by the budget — 3%,
- Discount rate — 10.2%.

The Management Board made budget assumptions forintipairment test based on past

performance and on the Management Board’s marketlaement forecasts. A discount rate was

applied to reflect the risks specific to a givergiing segment. A 4.44% rate of return on 10-year
government bonds was assumed as the risk-freeTia¢eprojected cash flows were derived from

the budgets for the years until 2018, approvedheyManagement Board. Cash flows for further

five years are determined by extrapolating thelte$or 2018 at a fixed growth rate of 3%.

The test did not reveal any impairment of non-auressets as at December 31st 2013.

Following the test for impairment of non-financian-current asset, a sensitivity analysis of the
test was performed to verify the reliability of asgtions used for the test.

The sensitivity analysis revealed that impairmenotild potentially occur if any of the below
assumptions changes individually, provided thaeo#ssumptions remain unchanged:

* 17% EBITDA decrease
* PLN 11.6m working capital increase in the subsetiyears
e 2.7 pp discount rate increase
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11 Intangible assets

Licences,
computer
software and
other

Gross value

As at Jan 1 2012 26,270
Increase 10
Transfers 2,269
Reclassification into assets held for sale (3,826)
Effect of exchange differences on translating slibsies (165)
As at Dec 31 2012 24,558
As at Jan 1 2013 24,558
Decreases 652
Transfers 238
As at Dec 31 2013 24,144
Accumulated depreciation and impairment losses

As at Jan 1 2012 23,731
Amortisation 1,878
Reclassification into assets held for sale (2,951)
Effect of exchange differences on translating slibsies (318)
As at Dec 31 2012 22,340
As at Jan 1 2013 22,340
Amortisation 849
Decreases (652)
As at Dec 31 2013 22,537
As at Dec 31 2012 2,218
As at Dec 31 2013 1,607
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12 Other financial assets

Dec 31 2013 Dec 31 2012
Other non-current financial assets
Financial assets available for sale 75 10
- shares in companies not listed on a regulatedrisies market 75 10
Other financial assets 18,663 0
- Non-current receivables 18,663 0
18,738 10

13 Investment property

As at December 31st 2013, the Group disclosed imaxg property of PLN 3,995 thousand.
As at December 31st 2012, the Group disclosed imaxg property of PLN 4,300 thousand.

The investment property includes land held in pergeusufruct, located at ul. Bolestawiecka in

Wieruszow, with a total area of 2.7835 ha, whictaa®ecember 31st 2013 was not used in the
production or rendering of merchandise or servimefor administrative purposes, and was not
intended for sale in the ordinary course of theupt® business.

Until November 22nd 2010, the land had been clie@ssds farmland, and as the S-8 express way
has been built in the direct vicinity of the pragerthe Group's Management Board treats the
property as a potential future source of rentaloine and expects a considerable capital
appreciation of the property. For this reason, t©2D10 a procedure was initiated to change the
property’s status from agricultural zone land taistauction zone land. On November 22nd 2010,
the Group received a zoning permit from the MaybMéeruszéw to construct on the land a
commercial property, with a maximum building foatprarea of 2,500 square metres.

As at December 31st 2013, a qualified property @ppr engaged by the Group estimated the fair
value of the land, which is an investment propeasity?LN 3,995 thousand ( fair value — level 2).
The Group charged the cost resulting from the changhe fair value of the investment property,
in the amount of PLN 305 thousand, to the finan@ault of the current period.

As at the reporting date, the investment propeogsdhot serve as security for bank loans granted
to the Group.
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14 Deferred income tax asset and liability

Assets Liabilities Net Assets Liabilities Net
Dec 31 2013 Dec 312013 Dec 312013 Dec 312012 3n&Ol12 Dec 312012

Non-current assets

Property, plant and equipment 15,470 17,762 (2,292) 13,699 18,279 (4,580)
Investment property 0 539 (539) 0 597 (597)
Loans advanced 0 0 0 0 1 1)
Other non-current financial assets 4 3,546 (3,542 4 0 4
Current assets 0
Inventories 1,323 0 1,323 1,995 0 1,995
Other current financial assets 0 73 (73) 0 93 (93)
Trade and other receivables 1,522 1,944 (422 2,580 262 2,318
Cash 2 0 2 0 0 0
Disposal group 0 0 0 1,244 15,278 (14,034)
FX forwards 0 19 (19) 0 0 0
Non-current liabilities

Liabilities under bank borrowings and other delstimments 0 0 0 1025 0 1,025
Provisions 149 0 149 140 0 140
Employee benefit obligations 1,353 0 1,353 1,205 0 1,205
Current liabilities

Overdraft facility 0 0 0 0 181 (181)
Trade and other payables 2,58 82 2,41 1,201 8 1,193
Provisions 15 0 15 7 0 7
Employee benefit obligations 2,383 0 2,383 1,829 7 1,822
Total tax loss brought forward 4,143 0 4,143 13,716 0 13,716
Deferred income tax asset/liability 28,917 23,967 4,952 38,645 34,706 3,939
Deferred income tax asset and liability offset (14,267) (14,26% (26,461) (26,461)

Deferred income tax asset/liability shown in the stement of financial position 14, 652 9,700 12,184 8,245
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Changes related to temporary differences duringeperting period:

including As at De(
As ai discontinu As at Jar Recoanise: As at Dec 312012
ed 12012- . g- Recogni 31 2012 discontin
Jan 1 . - in profit or ) o
2012 operations continuing sed ir continuing ued
—opening operations equity operations operation
balance S
Non-current assets
Property, plant ar F ‘
i -13,029 -488 -12,541 7,961 0 -4,580 -4,272
equipment
Investment property -597 0 -597 0 0 -597 0
Loans receivables -12,339 0 -12,339 10,459 1,879 -1 0
Other noneurrent financie 4 0 4 0 0 4 0
assets
Current assets
Inventories 956 -267 1,223 772 0 1,995 -305
Other current financial assets 316 503 -187 94 0 -93 0
Trade and other receivables 1,458 632 826 1,49: 0 2,318 1188
Loans receivables -7,966 0 -7,966 -6,068 0 -14,034 0
Liquid funds and other curre 0 0 0 0 0 0 17
assets
Non-current liabilities
Liabilities under ban
borrowings and other de -687 55 =742 1,765 0 1,025 0
instruments
Employee benefit obligations 1,113 0 1,113 92 1,205
Provisions 120 0 120 20 0 140
Current liabilities
Liabilities under ban
borrowings and other de 1,487 0 1,487 -1,668 0 -181 0
instruments -
Trade and other payables 4,302 2,522 1,380 -187 0 1,193 3611
Employee benefit obligations 1,648 0 1,648 174 0 1,822 172
Provisions 0 0 0 7 0 7 0
Total tax loss carried forward 23,854 3,180 20,654 -6,938 0 13,716 0
620 6,537 -5,917 7,971 1,879 3,935 -1,873
In.come. tax attnbutaple 8.410
discontinued operations
Exchange differences
; . . 91
translating foreign operations
Change in tempora
differences recognised -342

profit or loss
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As at Jan 1 2013
during reporting Recognised in  Recognised As at Dec 31

period profit or loss in equity 2013

Non-current assets
Property, plant and equipment (8,851) 6,559 0 (2,292)
Investment property (597) 58 0 (539)
Investments in related parties (1) 1 0 0
Other non-current financial assets 4 (3,56p 0 (3,542)
Current assets
Inventories 1,690 (495) 128 1,323
Other current financial assets (93) 20 0 (73)
Trade and other receivables 3,507 (3,909 0 (422
Cash and cash equivalents a7) 19 2
Investments in related parties (14,034) 14,034 0 0
FX forwards 0 (19) 0 (19)
Non-current liabilities
Liabilities under bank borrowings and other
debt instruments 1.025 (1,025) 0 0
Employee benefit obligations 1,205 (1,056) 0 149
Provisions 140 1,213 0 1,353
Current liabilities
Liabilities under bank borrowings and other
debt instruments (181) 181 0 0
Trade and other payables 2,554 (83) 0 2471
Employee benefit obligations 1,822 (1,807) 0 15
Provisions 179 2,204 0 2,383
Total tax loss brought forward 13,716 (9,573) 0 4,143

2,068 2,756 128 4,952
Income tax attributable to discontinued
operations (11,4774
Total income tax as disclosed in the financia
statements (8,718
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15 Government grants receivable and deferred income wter government grants

Government grants receivables include economistassie received under the following titles:

1)

2)

Pursuant to a project co-financing agreement caecubetween Pfleiderer MDF Sp. z o.0. (a
member of the Group) and the Minister of Econompofober 30th 2006, the Group received PLN
23,051 thousand as an investment grant to co-fendéhe construction of the MDF plant with a
biomass-fired boiler house.

The grant comprises PLN 22,202 thousand to coveitateexpenditure and PLN 849 thousand to
cover two-year employment costs connected withctkation of 55 new jobs. These amounts were
received by the Group in 2007 and recognised asrméef income. The amount of PLN 22,202
thousand is released to other income along withreddgtion charges on the property, plant and
equipment to which the grant relates. The amounPIldl 849 thousand was released to other
income over the two years starting January 1st 2007

On November 10th 2005, Pfleiderer MDF Sp. z 0.0oereed a permit to conduct business activities
in the Suwalki Special Economic Zone (“SSE”"), whiehtitles the company to use government
assistance in the form of a corporate income tadmgtion, provided that the company satisfies
certain conditions which are discussed below.

The permit to conduct business activities in thev&li Special Economic Zone entitles the
company to use government grants. A corporate iectar exemption is a form of government
grants. The permit is valid until September 1st&@0drovided that the company meets certain
requirements. These requirements include incurdagjtal expenditure of at least EUR 78m by
December 31st 2009, employing at least 120 peopldanuary 1st 2010, and meeting the other
requirements imposed by the laws pertaining to @p&conomic Zones. As at the reporting date,
the company met all the requirements. The exemptogffective for subsequent years until the
company recovers 50% of the capital expenditunepofo EUR 50m, 50% of half of the amount of
expenditure in excess of EUR 50m and up to EUR 10&md 34% of half of the amount of
expenditure in excess of EUR 100m.

In connection with the foregoing, the Group recegdi government grant assets and liabilities
(current and non-current) as government grant vabées and deferred income under government
grants. The Group reduces its government granivaaes by the value of the government grants
used in the form of the corporate income tax exemnptin 2013, the Group used PLN 3,315
thousand of government grants.

Deferred income under government grants is relebasdd on the average weighted depreciation
rate applicable to the property, plant and equigrtiem acquisition of which served as the basis for
determining the amount of government grants.
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The table below presents the structure of the defeincome under government grants and the
amounts released to other income in 2012 and 2013.

Corporate income tax

Type of government grants Investment grant exemption Total

As at Jan 1 2012 17,152 25,208 42,360
Amortisation of government grants (821) (1,050) (1,871)
Revaluation of government grants 0 (12,108) (12,108)
As at Dec 31 2012 16,331 12,050 28,381
As at Jan 1 2013 16,331 12,050 28,381
Amortisation of government grants (826) (328) (1,154)
Revaluation of government grants 0 3,462 3,462
As at Dec 31 2013 15,505 15,184 30,689
Non-current portion 14,685 14,655 29,340
Current portion 820 529 1,349
Total 15,505 15,184 30,689

As at December 31st 2013, the Group performed atysin and reassessment of the amount of
government grants. As a result, the Group redtleedarrying amount of government grant in the form
of corporate income tax exemption. The value ofegoment grant assets and liabilities increased by
PLN 3,462 thousand, which resulted from a changiénestimated corporate income tax, which will

not be paid given the exemption for the period le# Group’s operations in the Suwatki Special

Economic Zone. The amount was estimated basedeonpfiated budget projections approved by the
Management Board. The Management Board adoptedebadgumptions, which serve as a basis for
the estimation of the government grants amountasehistorical results and expectations as to the
market developments. The growth rate does not eixtlee long-term average growth rate for the

manufacturing sector in Poland. As required by IF&Sadopted by EU, the estimated amount of
government grant has not been discounted. Furthrerrtie carrying amount of government grant asset
was reduced by PLN 3,315 thousand, that is the atrmfuunpaid corporate income tax related to the
Group’s operations in the Suwatki Special Econozinoe in 2013.

The table below presents the structure of the gowent grant receivables.

Dec 31 2013 Dec 31 2012

Corporate income tax exemption 14,627 14,443
Total 14,627 14,443
Non-current portion 14,627 14,443
14 627 14,443
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16 Inventories

Dec 31 2013  Dec 31 2012

Materials and merchandise 101,600 103,777
Semi-finished products and work in progress 92 0
Finished products 67,151 64,516
Prepaid deliveries 8,849 6,510
Total 177,692 174,803

Inventories are stated in the statement of findpaaition at net realisable value, i.e. net oftesdowns
of PLN 6,961 thousand (December 31st 2012: PLN3BLtlhousand).

17 Trade and other receivables

Dec 31 2013 Dec 31 2012

Trade receivables 40,558 43,090
Trade receivables from related parties 38,826 7,597
Current prepayments and accrued income 7,025 10,380
Current VAT receivables 15,114 7,660
Other receivables 10,787 1,629
Total 112,310 70,356

Other receivables, in the amount of PLN 10,787 $hod, included in particular part of the receivable
which are, under executed agreements, blockedrik Bacounts and relate to the sale of shares in the
Russian companies of the Group. As at December28li, these receivables amounted to PLN 8,294
thousand.

As at December 31st 2013, trade receivables weataceel by impairment losses of PLN 10,647
thousand (December 31st 2012: PLN 11,453 thousand).

Trade and other receivables include the followingricial receivables:

Note Dec 31 2013 Dec 31 201
Trade receivablt 40,558 43,090
Trade receivables from related parties 38,826 7,597
Other receivables 10,787 1,629
Total 25 90,171 52,31¢
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Factoring of receivables

The Group is a party to factoring agreements; saghements are executed for periods of not less tha
one yeatr.

As at December 31st 2013, the Parent, Pfleideraje@p S.A., and subsidiaries, Pfleiderer Prospan
S.A. and Pfleiderer MDF Sp. z 0.0., were partiefatiioring agreements with PEKAO Factoring Sp. z
0.0., valid until March 31st 2014. The factoringegments signed with PEKAO Faktoring Sp. z o.0.
have been extended until March 31st 2015 by Pfieidérajewo S.A. and Pfleiderer Prospan S.A., and
until February 28th 2015 by Pfleiderer MDF Sp. a@.d he extended agreements provide for limits of
PLN 100,000 thousand for Pfleiderer Grajewo S.ANRO00,000 thousand for Pfleiderer Prospan S.A.
and PLN 50,000 thousand for Pfleiderer MDF Sp.@,owith the proviso that the aggregate amount
used by the three companies may not exceed PLN@D®housand.

The factoring agreement signed with Pekao Facto8ipgz o0.0. by the subsidiary Pfleiderer Prospan
S.A. was in force until February 28th 2014. Theeagnent was terminated on January 30th 2014. On
the same day, subsidiary Pfleiderer Prospan Sx&cuted a new factoring agreement with BZ WBK
Faktor Sp. z o.0. for non-recourse financing ofléraeceivables, with a limit of PLN 80,000 thousand
Additionally Silekol has an agreement with a limitPLN 15 m. Collection of the receivables acquired
by the factor is secured with an assignment oftsiginder the receivables insurance agreements.

Under the factoring agreements, the factor purchtsereceivables for 90% or 100% of their nominal
value, and the cost of financing the factoring m&wv (WIBOR + margin) is borne by the Group. If the
debtors fail to pay their liabilities, the factoasha claim towards the insurer under the insurance
agreement with respect to 90% of the value of geeivables, and the remaining 10% of the receigable
value is covered by the Group. As the Group’s enmesquals 10% of the receivables sold to the facto
under the factoring agreement, that portion of teeeivables together with the related liabilities
continue to be recognised in the Group’s finanstatements. The remainder of the receivables (90%)
were derecognised from the Group’s statement ahftral position.

The table below presents the amounts of the tradeivables sold under the factoring agreement and
the carrying amounts of the receivables and tregeélliabilities which continue to be recognisedhia
statement of financial position:

Dec 31 2013 Dec 31 2012
Total trade receivables 220,212 186,405
Receivables derecognised from the statement afdinhposition (140,828) (135,718)
Net trade receivables 79,384 50,686

Dec 31 2013 Dec 31 2012
Factoring receivables as at the reporting date 182,157 157,912
Payments made by customers, not submitted tcatiterf 25,607 7,015
Balance after payments, including: 156,550 150,896
Derecognised receivables (90%) 140,828 135,718
Receivables recognised in the statement of finaatiposition up to the
commitment amount (10%)

15,722 15,178

Settlement of factoring services Dec 31 2013 Dec 31 2012
Factoring receivables as at the reporting date 182,157 157,912
Other settlements with the factor — cash in transit 298 (223)
Payments received (144,993) (140,271)
Factoring liabilities as at the reporting date 37,462 17,418
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18 Discontinued operations and assets held for sale

On October 19th 2012, Pfleiderer Grajewo S.A. hasskller, and Ingka Pro Holding Subholding | B.V.
and SWEDSPAN Holding B.V., as the buyers, enten¢dl & conditional agreement for sale of a 100%
interest in Pfleiderer OOO of Russia as well as dhsets belonging to Pfleiderer MDF OOQQO, its
subsidiary in Russia, and joint venture Blitz 164@mbH in Germany. On January 23rd 2013, the
parties signed the final agreement on the salkeo$tibsidiaries' shares and assets and the joituress
assets. In addition, under an agreement of DeceB@tlr2013 the Group sold its shares in associate
Pfleiderer MDF OOO.

Net assets at Jan 23 2013

Property, plant and equipment (571,534)
Inventories (47,881)
Trade receivables (50,818)
Cash and cash equivalents (5,376)

(675,609)
Deferred tax liabilities 1,654
Borrowings and other debt instruments 57,167
Trade and other payables 72,172
Net assets attributable to discontinued operations (544,616)

Other items included in the result on the transacti

Transaction costs (30,087)
Exchange differences on translating foreign openati (11,779)
Exchange differences on net investments in subgdia (3,829)
Non-controlling interests (5,004)
Other (including foreign exchange differences) 6,163
Income tax expense (38,288)
Adjusted net assets attributable to discontinued ogrations (627,440)

Income from disposal of asset and liabilities relad to discontinued

operations, received in cash (a) 691,857
Income from asset disposal held in blocked accandtother income not received

as at Dec 31 2013 (b) 34,418
Current income tax on discontinued operations (c) (68,226)
Cash from discontinued operations (d) (5,376)
Net cash flows (a+c+d) 618,255
Income (a+b) 726,275
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Cash flows from discontinued operations

Net cash from operating activities
Net cash from investing activities
Net cash from financing activities
Net cash for the period

Net profit on discontinued operations

Revenue
Expenses

Operating profit

Net finance cost
Pre-tax profit

Tax

Profit from discontinued operations after tax

Gain on disposal of discontinued operations

Tax on gain on disposal of discontinued operations
Net profit on discontinued operations

Basic earnings per share
Diluted earnings per share

Jan 1— Jan 1—-
Dec 31 2013 Dec 31 2012
(4,380) 86,100
618,255 (4609)
0 (81966)
613,875 (475)
Jan 1—- Jan 1-

Dec 31 2013 Dec 31 2012
21,769 358,995
(1864) (282347)

2,405 76,648
(2083) (34382)
(578) 42266
(740) (23060)
(1318) 19206
137,123 0
(3888) 0
97,517 19,206
1,97 0,39
1,97 0,39

The net profit from discontinued operations, of PRN517 thousand, is wholly attributable
to owners of the parent. From the PLN 70,041 thodseet profit from continuing operations,
the amount attributable to owners of the pareRiLN 55,024 thousand.
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19 Equity
Dec 31 Dec 31
2013 2012
Par value of share capital 16,376 16,376
Number of ordinary shares 49,624,000 49,624,000
Par value per share (PLN) 0.33 0.33
Earnings per share attributable to owners of the peent 3.07 1.00

All the shares issued by the Group are ordinaryeshddolders of ordinary shares are entitled teivec
approved dividends and to one vote per share héleaCompany's General Meeting. All shares confer
the same rights to share in the distribution, if,af the Company's assets.

Pfleiderer Grajewo S.A. is a subsidiary of PfleeteBervice GmbH, which holds 65.11% of the shares
in Pfleiderer Grajewo S.A. In the period from Janyuast to December 31st 2013, the number of the
Company shares held by its shareholder, PfleidSmwvice GmbH, did not change. The ultimate
shareholder of Pfleiderer S.A. is Atlantic S.A. xembourg.

Share capital

The share capital is made up of 49,624,000 ordishayes with a par value of PLN 0.33 per share. As
at December 31st 2013, all the shares were paiGhi@areholders have the right to dividend and are
entitled to one vote per share at the General Mgeti

In the period from January 1st to December 31sB2fikere were no changes in the share capital.

In the period from the registration of the sharpitedin 1994 to December 1996 the Group operated i
a hyperinflationary environment. 1AS 29 (Finandr@porting in Hyperinflationary Economies) requires
that each component of equity (except retainediregsrand revaluation surplus) be restated by apglyi
a general price index from the period of hyperiifla. Such retroactive restatement would causesshar
capital and statutory reserve funds to increasthéyotal amount of PLN 28,863 thousand and retaine
earnings to decrease by the same amount.

Share premium

Share premium is created from the excess of preceenh issuance of shares above their par value. In
2013, there were no changes in share premium.

Statutory reserve funds

Statutory reserve funds are created from net p(iofit at least 8% of net profit until statutoryseeve
funds reach one-third of the share cap#al) the other arising from the distribution of jtsof

In 2013, the 2012 profit allocated by the Grougtttutory reserve funds was PLN 12,003 thousand.

Exchange differences on translating foreign operabins

Exchange differences on translating foreign openatiinclude all foreign exchange gains/(losses)
arising on translation of the financial statemesftoreign subsidiaries of Grajewo OOO, of PLN (84)
thousand.
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Exchange differences on net investments in subsidias

Until January 23rd 2013, Pfleiderer Grajewo S.Ad heceivables under loans advanced to its Russian
subsidiaries Pfleiderer OOO and Pfleiderer MDF OQ@e loans were treated as net investments in

these subsidiaries; therefore, in accordance with 21, exchange gains/(losses) on translating these
receivables were presented as other comprehemsivene (a separate item of equity) under exchange
differences on net investments in subsidiarie0h3, all exchange gains/(losses) on net invessnent

relate to discontinued operations.

Dividends
The parent did not pay dividend in 2013.

20 Earnings per share

Earnings per share were calculated based on tHi¢ pfeequity holders of the parent attributable to
ordinary shares and the weighted average numberddhary shares outstanding during the twelve
months.

Net profit of the owners of the Parent attributabteordinary shares for the financial year ended
December 31st 2013 amounted to PLN 152,541 thougamdhich PLN 55,024 thousand related to

continuing operations, and PLN 97,517 thousand iszomtinued operations), whereas net profit

attributable to ordinary shares for the financieby ended December 31st 2012 was PLN 49,815
thousand.

The weighted average number of ordinary sharesamatisg in the discussed periods used to calculate
basic and diluted loss per share was as follows:

Jan 1- Jan 1—-
Dec 31 2013 Dec 31 2012
Number of ordinary shares as at January 1st 49604 49,624000
Number of ordinary shares as at December 31st 49,624000 49,624000
Weighted average number of shares as at December 31 49,62400 49,624000
Jan 1- Jan 1—-
Dec 31 2013 Dec 31 2012
Earnings per share 3.07 1.00
Diluted earnings per share 3.07 1.00

Supplementary notes to the annual consolidateddinhstatements

54



PFLEIDERER GRAJEWO GROUP
Supplementary notes to the annual consolidated fimeial statements for the financial

year ended December 31st 2013

(all amounts in PLN thousand)

21 Borrowings and other debt instruments

Dec 31 2013 Dec 31 2012

Non-current liabilities

Non-current portion of interest-bearing bank borirgys 86,801 149,381
Liabilities under borrowings from related parties 0 33,269
Total 86,801 182,650

Current liabilities

Overdraft facility repayable in less than 12 morfthsn the reporting date 26,652 2,171
Current portion of interest-bearing bank borrowings 41,078 526,277
Total 67,730 528,448
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Bank borrowings

The Group has credit facilities available in thenfoof overdraft facility and short- and long-termarfion of bank borrowings. As at December 31 2Q0iRilities
under bank borrowings were PLN 154,531 thousand.

All credit lines used by the Group bear variable iaterest equal to WIBOR plus margin.

Terms and repayment schedules of the bank borrevaagit December 31st 2013:

As at Dec 31 2013

Currenc Maturity Non-current
Lender y Interest rate date Security credit limit Current portion portion

Millenium S.A. PLN 1M WIBOR + margin Jun 252018 mortgage 75000 D42 0

Millenium S.A. PLN 1M WIBOR + margin Jun 252016 mortgage 25000 @10 0

Alior Bank S.A. PLN 1M WIBOR + margin Jun 252018 mortgage 75000 0 0

Alior Bank S.A. PLN 1M WIBOR + margin Jun 252016 mortgage 25000 491 0

Bank Zachodni WBK S.A. PLN 1M WIBOR + marginJun 25 2018 mortgage 45000 0 0

Bank Zachodni WBK S.A. PLN 1M WIBOR + marginJun 25 2016  mortgage 15000 905 0

Bank Ochronysrodowiska S.A. PLN 1M WIBOR + margin Jun 252018 mortgage 40,000 504 0
mortgage, registered pledge,

PKO Bank Polski S.A. PLN WIBOR + margin 201@-15 assignments - 000 0
mortgage, registered pledge,

PKO Bank Polski S.A. PLN WIBOR + margin 2018-15 assignments - 0 8@01
mortgage, registered pledge,

PKO Bank Polski S.A. PLN WIBOR + margin 2008-31 assignments - 31078 0

6730 8@01
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On June 26th and 27th 2013, Pfleiderer Grajewo $filde Parent) and the subsidiaries Pfleiderer
Prospan S.A. and Silekol Sp. z o0.0. entered inte aedit facility agreements. The total credit limi
available under the facilities with four banks amsuto PLN 300,000,000 and ensures financial
liquidity of the Parent and its subsidiaries foe tiext five years.

On June 26th 2013, the Parent entered into twatdiaedlity agreements with Bank Millennium S.A.,
for an aggregate amount of PLN 100,000,000, inagi@ PLN 75,000,000 multi-purpose credit facility
agreement and an up to PLN 25,000,000 thousandi@fefacility agreement.

At the same time, Pfleiderer Prospan S.A., a sudyidf the Parent, entered into an overdraft igcil
agreement with Bank Millennium S.A., for up to PI1R,000,000. Moreover, the subsidiary Silekol Sp.
Zz 0.0. entered into an overdraft facility agreemeiith Bank Millennium S.A., for up to PLN
10,000,000. Total liabilities of all the three lmsers under the four credit facility agreementshwit
Bank Millennium S.A. may not exceed an aggregat®lof 100,000,000. The multi-purpose credit
facility agreement provides for the repayment & émtire loan after five years from execution af th
agreement, while the overdrafts are to be repaitlirafter three years. The facilities will be dst®
finance day-to-day operations of the borrowers.

On June 26th 2013, the Parent entered into a PLOD@HO00 credit facility agreement with Alior Bank
S.A. The facility, used to finance the Parent's-ttaglay operations, is to be repaid in full afteef
years from the execution of the agreement. Afstrae time, the Parent and the subsidiaries Pfegider
Prospan S.A. and Silekol Sp. z o.0. entered intoandraft facility agreement with Alior Bank S.A.,
for up to PLN 25,000,000, under which the bank trdnthe Parent an overdraft limit of PLN
25,000,000 and separate sub-limits of PLN 10,0@D{0(Pfleiderer Prospan S.A. and Silekol Sp. z o.o.
The facility, repayable in full after three yearsrh the execution of the agreement, is to finamee t
day-to-day operations of the borrowers. The thédilities of all the three borrowers under theotw
credit facility agreements with Alior Bank S.A. magt exceed an aggregate of PLN 100,000,000.

On June 26th 2013, the Parent entered into a PLBDAH0O0 multi-purpose credit facility agreement
with Bank Zachodni WBK S.A. The credit facility, slgned to ensure liquidity and finance capital
expenditure, is to be repaid in full after five y@drom the execution of the agreement. At theesam
time, the Parent and the subsidiaries Pfleideresgam S.A. and Silekol Sp. z 0.0. entered into an
overdraft facility agreement with Bank Zachodni WBXA., for up to PLN 15,000,000 (a joint
overdraft limit for all three borrowers). The faui| designed to ensure liquidity and finance capit
expenditure, is to be repaid in full after threangefrom the execution of the agreement. Totalliigs

of the three borrowers under the two agreements Bénk Zachodni WBK S.A. may not exceed an
aggregate of PLN 60,000,000.

On June 27th 2013, the Parent entered into a PLODAMO0 multi-purpose credit facility agreement
with Bank Ochronysrodowiska S.A. to finance the Parent's day-to-dagrations. The facility is to be
repaid after five years from the date of executbthe agreement.

In addition, Pfleiderer MDF Sp. z 0.0. has an innesnt credit facility from PKO BP S.A., repayabte i
instalments by October 15th 2018. As at Decembst 3213, the Group's debt outstanding under this
facility was PLN 90,801 thousand (December 31s2@LN 188.1m).

In addition, subsidiary Pfleiderer MDF Sp. z o.@shcontracted a PLN 65m multi-purpose credit
facility with PKO BP S.A. The credit facility agremnt provides for a PLN 30,000 thousand overdraft
facility, a PLN 30,000 thousand revolving workingpital facility, and a PLN 5,000 thousand guarantee
and letter-of-credit limit. Under an amendment sdyron March 23rd 2009, the multi-purpose facility
amount was reduced to PLN 57,000 thousand and beillleduced by PLN 1000 thousand as at
December 31 2011, December 31 2012, June 30 2Gd&lly PLN 3000 thousand during credit
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transaction). Following the execution of the ameeadinthe facility agreement provides for an oveftdra

facility of PLN 25,900 thousand, a revolving wor§gicapital facility of PLN 30,000 thousand, and a
guarantee and letter-of-credit limit of PLN 1,108o@sand. On November 28th 2013, another
amendment to the agreement was signed, under winckending period was extended until August
31st 2014. As at December 31st 2013, the amourstasuting under the facility was PLN 37,079

thousand.

Syndicated credit facility agreement

On January 29th 2013, Pfleiderer Grajewo S.A.Rheent, finalised the early repayment of a pathef
syndicated credit facility taken out by the Groumler a credit facility agreement concluded on March
16th 2010 by and between the Parent and its sabigigiPfleiderer Prospan S.A. and Silekol Sp. z 0.0
and a bank syndicate comprising Bank PEKAO S.AnkB&achodni WBK S.A., BRE Bank S.A., BNP
Paribas Bank Polska S.A. (formerly Fortis Bank RaIS.A.) and Bank Gospodaikywnosciowej S.A.

A part of the Parent's proceeds from the sale afeshin Pfleiderer OOO on January 23rd 2013 was
used to repay a substantial portion of the synditatedit facility. From January 24th to Janua®th2
2013, the Parent repaid the full tranche A of tlyadicated credit facility, amounting to PLN
460,000,000, and on January 29th 2013 a part otheaB of the syndicated credit facility, amounting
to PLN 88,375,403, was repaid.

On March 18th 2013, the syndicated credit faciitgyended to Pfleiderer Grajewo S.A., the Parert, an
its subsidiaries, Pfleiderer Prospan S.A. and S8ilekp. z 0.0., by a bank syndicate comprising
Bank PEKAO S.A., Bank Zachodni WBK S.A., BRE BanlkS BNP Paribas Bank Polska S.A.
(formerly Fortis Bank Polska S.A.) and Bank GospkidZywnosciowej S.A. was repaid in full. All
securities related to the Facility have been rel@as
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Terms and repayment schedules of the bank borreveagt December 31st 2012:

As at Dec 31 2012

Maturity Non-current
Lender Borrower Currency Interest rate date Security Current portion portion
Syndicate of five
banks Tranche B Pfleiderer Grajewo S.A. PLN WIB®margin Mar 16 2013 mortgages, pledges 2,171 0
Syndicate of five
banks Tranche A Pfleiderer Grajewo S.A. PLN WIiB®margin Dec 30 2013 mortgages, pledges 455,083 0
mortgage, registered
PKO Bank Polski S.A. Pfleiderer MDF Sp. z 0.0 PLN WIBOR + margirOct 15 2013  pledge, assignments 728, 0
mortgage, registered
PKO Bank Polski S.A. Pfleiderer MDF Sp. z 0.0 PLN WIBOR + marginul 15 2016  pledge, assignments 0 149,381
mortgage, registered
PKO Bank Polski S.A. Pfleiderer MDF Sp. z 0.0 PLN WIBOR + marginjun 30 2013 pledge, assignments 32,469 0
528448 149,381
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Liabilities under borrowings from related parties

Dec 31 2013  Dec 31 2012
Borrowings from related parties 0 33,269
0 33,269

As at December 31st 2013, the Group did not catpl@ans from related parties.

As at December 31st 2012, borrowings from relatetigs comprised a PLN 8,802 thousand loan from
Pfleiderer Service GmbH to finance day-to-day opena of Pfleiderer MDF Sp. z 0.0., repayable on
December 30th 2013, and a PLN 24,467 thousandttpdinance day-to-day operations of Pfleiderer
Grajewo S.A., the Parent, repayable on June 2(B.20

22 Employee benefit obligations

Dec 31 2013 Dec 31 2012

Salaries and wages 3,496 3,226
Personal income tax 1,048 1,228
Social security 4,192 3,922
Social Benefits Fund 1,717 1,718
Retirement bonus obligations 8,329 7,356
Unused holiday entitlement obligations 3,571 3,178
Employee bonus obligations 7,699 5,219
Total 30,052 25,847
Non-current portion 8,020 7,111
Current portion 22,032 18,736
Total 30,052 25,847

Retirement bonus and disability severance paymentatigations

Every employee reaching the retirement age (67syéased on the transitional regulations — Dz.fU. o
June 6th 2012, item 637), who has the requirecteafyservice, for which they can provide evidence,
is entitled to receive retirement bonus. Employeits permanent work disability, entitling to dishtyi
benefits under the social security scheme, ardlemhtio receive disability severance payment. The
amount of retirement bonus or disability severgpagment is computed based on the employee’s one-
month pay. The amount of bonus or severance payimengases proportionately following ten years of
service at the Company at the rate of 10% of tise Ipay for each year of service above ten yeads, an
following 20 years of service at the Company —het tate of 20% of the base pay for each year of
service above 20 years. Pursuant to z Aft§9df the Labour Code, retirement and disabilityesance
payments must not be lower than the employee’snometh pay.

Obligations under retirement and disability seveeapayments were determined by a qualified actuary
using the actuarial projected unit credit methdak Tollowing assumptions were used:

 Data on staff turnover was derived from the stiaisbf Pfleiderer Grajewo S.A., Pfleiderer
Prospan S.A., Silekol Sp. z o.0., Pfleiderer MDF 8p.o., and Jura Polska Sp. z 0.0., as wellams fr
the statistics available to HALLEY.PL AKTUARIUSZEpSz 0.0., an actuarial firm. Considering the
nature of staff movements, the level of staff twmerowas assumed to fall as the employees’ age
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increases.

* The mortality rate was based on the likelihood edith depending on age, based on the 2012 Life
Expectancy Tables for Poland compiled by the Ceé@tatistics Office (GUS), which are generally
accepted in Poland. It was assumed that the piqulaf employees of the Group is characterised by
the mortality rate provided in the tables, adjudiedthe mortality multiplier. It was further assath
that the mortality rate is constant throughoutytear.

» The likelihood of becoming a disabled person wasetlaon the historical data of the Social
Insurance Institution and estimates prepared hyaaietl firm HALLEY.PL AKTUARIUSZE Sp. z o.0.
On the basis of generally available data and irshoanalysis, the rate was set at a fixed level,
regardless of age, length of service or sex. Thdeiapplied does not show significant sensitiviy t
slight changes of this parameter.

* The retirement age for men is 67 (based on thesitranal regulations of June 6th 2012).

* In accordance with the rules governing the awarkdgth-of-service awards, persons terminating
their employment with the Company lose their right any future length-of-service award,
retirement bonuses or disability severance payments

« The date for calculating all entittements was thegibning of each calendar year, with the
assumption that the entitlements are evenly digiibthroughout the year.

¢ The remuneration growth rate was assumed at 4%rpam.

*« The discount rate was assumed at 4.2%.

Employee bonus obligations

Employee bonuses comprise quarterly and annualdesnpaid to the Group’s employees. They are
recognised with respect to specific completed taskslation to which employees will receive paymen
in the future.

23 Provisions

Provisions for

settlements with Total
employees

As at Jan 1 2012 634 634
Increase 105 105
Release 0 0
As at Dec 31 2012 739 739
As at Jan 1 2013 739 739
Increase 47 47
Release 0 0
As at Dec 31 2013 786 786
Non-current portion 786 786
Current portion 0 0

786 786
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Provisions for settlements with employees

Provisions for settlements with employees were geised to cover the cost of cancelling the loans
granted to employees to finance purchases of shiardbe extent exceeding the carrying amount of

receivables under loans advanced to employeekdbptirpose.

The provisions will be used starting in 2034.

24 Trade and other payables

Dec 31 2013 Dec 31 2012
Trade payables 130,833 158,378
Trade payables to related parties 5,784 3,416
Liabilities under factoring agreements 37,462 17,418
VAT liabilities 154 106
Liabilities under investment deliveries 18,091 9,051
Prepaid deliveries 2,437 1,484
Liabilities related to shares acquired in a sulasidi 29,360 0
Other liabilities 16,139 7,259
Total 240,260 197,112
For details on liabilities under factoring agreetsesee Note 17.
Other liabilities are related to accrued expenselsdeferred income.
Trade and other payables include the followingrizial liabilities:
Dec 31 2013 Dec 31 2012
Trade payables 130,833 158,378
Trade payables to related parties 5,784 3,416
Liabilities under factoring agreements 37,462 17,418
Liabilities under investment deliveries 18,091 9,051
Liabilities related to shares acquired in a sulsidi 29,360 0
Other liabilities 13,641 6,620
Total 235,171 194,883
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25 Financial instruments

Objectives and methods of financial risk managemerdpplied by the Group

The Group manages all types of financial risk desdr below which may have a significant effect on
its future operations, focusing in particular oe tharket risk, including the interest rate riskirency
risk, credit risk, and liquidity risk.

The objective behind credit risk management isettuce the Group's losses which could follow from
customers’ insolvency. This risk is mitigated witthe use of receivables insurance and factoring
services. The objective of currency risk managenemnd minimise losses arising from unfavourable
changes in foreign exchange rates. The Group msrit®currency position in order to protect itstta
flows. To manage the currency risk, it primarilyiee on natural hedging and where necessary uses
forward contracts. The objective of financial lidily management is to protect the Group from
insolvency. This objective is pursued through raguirojection of debt levels in a five-year horizon
and arrangement of appropriate financing.

The Group is exposed to credit risk, interest mdk and currency risk in the ordinary course of
business. Financial derivatives are used to helgerisk related to exchange rate fluctuations and
changes in interest rates.

Credit risk

In accordance with the Management Board’s policgdit risk exposure is monitored on an ongoing
basis.

Credit risk related to cash is limited since the@r only deposits its assets in financial insting with
a recognised financial standing.

All customers who require credit in excess of ataiteramount are evaluated in terms of credit
worthiness. The Group does not require any secantyustomer assets.

The Group insures its trade receivables. As at Dbee 31st 2013, ca. 90% of total trade receivables
from non-related parties were covered with tradelicinsurance. The insurance policies mitigatelitre
risk — if a customer fails to pay, the insurer asvée loss.

The Group did not incur any significant losses Itesy from failure to collect receivables from
customers. Impairment losses are recognised onsumgd receivables, as well as the amounts
corresponding to the Group’s deductibles in retatio receivables insured, on the basis of a detaile
analysis of the accounts receivable.

As at the reporting date, there was no significrtcentration of credit risk. The carrying amouht o
each financial asset, including financial derivasivrepresents the maximum credit risk exposure.
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The total credit risk exposure was as follows:

Dec 31 2013 Dec 31 2012
Loans and receivables 90,387 52,316
Cash and cash equivalents 16,450 17,518
Other non-current financial assets — swaps 18,738 10
Total 125,575 69,844

As at December 31st 2013 and December 31st 20&2aghking structure of trade receivables was as
follows:

Gross value Impairment loss
Dec 31 2013
Not overdue 51,247 584
Overdue by:
0-180 days 29,540 3,023
180-360 days 40 2
More than 360 days 9,204 7,038
90,031 10,647
Gross value Impairment loss
Dec 31 2012
Not overdue 22,855 229
Overdue by:
0-180 days 31,854 4,332
180-360 days 308 127
More than 360 days 7,123 6,765
62,140 11,453

Changes in impairment losses on trade receivabldgitwelve months ended December 31st 2013 and
December 31st 2012 are presented below.

Jan 1- Jan 1-

Dec 31 2013 Dec 31 2012
Balance at beginning of the period 11,453 10,950
Change in impairment losses (806) 503
10,647 11,453

Balance at end of the period
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Interest rate risk

The Group holds cash at banks, and carries redewainder loans granted, as well as liabilitiesesnd
bank borrowings and other debt instruments. Inteede risk is connected with interest paymentseund
financial instruments bearing interest at floatiates only. As at the reporting date, the Groupraid
hedge against the interest rate risk. Its curreceivables and liabilities are not exposed to tierest
rate risk.

Dec 31 2013 Dec 31 2012
Variable-rate financial instruments
Financial assets 0 0
Financial liabilities 191,993 728,516
191,993 728,516

Analysis of the sensitivity of cash flows from vagble-rate financial instruments

A 1% change in interest rates would lead to a changiet profit by the amounts set out below. The
analysis presented below is based on the assuniptbrother variables, especially FX rates, remain
unchanged. The following analysis refers to casWwslfrom continuing operations.

Jan 1-Dec 31 2013 Jan 1-Dec 31 2012
increase decrease increase decrease
1% 1% 1% 1%
Variable-rate financial instruments (5,449) 5,449 (7,285) 7,285
Difference in the amount of interest and effect on
profit/loss before tax (5,449) 5,449 (7,285) 7,285
Difference in the amount of interest and effecneh
profit/loss (4,414) 4,414 (5,901) 5,901
Effect on equity 0 0 0 0

Analysis of the sensitivity of fair value of fixedrate financial instruments

The Group does not carry any significant fixed-f@ncial assets or any liabilities measured at fa
value through profit or loss and does not use déxigs transactions as fair value hedges. Therefore
change in interest rates would have no effect enstiatement of comprehensive income through a
change in the fair value of financial instruments.

Currency risk

The Group is exposed to currency risk through tradesactions denominated in foreign currencies,

including both purchases of materials and goodsesale, and sale of finished products. Therefare,

the event of any exchange rate fluctuations thaltreg foreign exchange gains and losses mostlsedff

each other (natural hedging). The Group also makgdtal expenditure in foreign currencies. The

Group monitors its foreign currency positions onoaigoing basis and hedges open positions through
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forward transactions. Forward and swap transactiooBided purchase of foreign currency at a

predetermined rate. In 2013, the Group used forvearttracts to hedge its currency risk related to

business transactions (exports of goods). The falwantracts used to hedge the Group’s business

transactions provide for the sale of EUR at a gexd@ned rate. This helps to secure margins onrexpo
sales and to mitigate the risk of adverse chanfjfeanargins due to appreciation of the polishyzlo

As at December 31st 2013, the subsidiary SilekolzSpo. had four FX swaps (EUR/PLN) for the sale
of a total of EUR 2,550 thousand in January andureely 2014. As at December 31st 2013, the swaps
were measured at PLN 100 thousand ( fair valueel ).

Forward and swap contracts are measured at thefexath month.
As at December 31st 2013, no other Group compasyan@arty under derivative contracts.
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Exposure to currency risk under financial instrutsgaxpressed in the zioty (translated at the exgdhaate effective at the end of the reportingqubri

As at Dec 31 2013: EUR USsD GBP RON RUB
Trade receivables 47,422 0 0 0 0
Other receivables - escrow 26,957 0 0 0 0
Trade payables (35,920) 0 0 (16) 0
Other liabilities (29,601) 0 0 0 0
Balance-sheet exposure, gross 8,858 0 0 (16) 0
Transactions in derivative instruments (10,575) 0 0 0 0
Net exposure under financial instruments (1,717) (0) 0 (16) 0
As at Dec 31 2012: EUR USD GBP RON RUB
Trade receivables 14,376 45 0 0 0
Liabilities under borrowings and other debt

instruments (15,875) 0 0 0 0
Loans advanced 0 0 0 0 295,71
Trade payables (33,783) 0 (294) (14) 0
Borrowings received (175,348) 0 0 0 0
Balance-sheet exposure, gross (210,630) 45 (294) (14) 295,871
Forward transactions 0 0 0 0 0
Net exposure under financial instruments (210,630) 45 (294) (14) 295,871
Trade receivables 14,376 45 0 0 0
Trade payables (24,053) 0 (294) (14) 0
Borrowings received (24,467) 0 0 0 0
Net exposure under financial instruments —

continuing operations (34,143) 45 (294) (14) 0
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Analysis of sensitivity to exchange rate changes

A 5% change in the value of a foreign currencyeliation to the zloty would lead to changes of groéfore tax, net profit, and equity as specifietbly. The analysis
is based on the assumption that other variablgsritncular interest rates, remain unchanged.

As at Dec 31 2013: +5% -5%
EUR (86) 86
CHF (1) 1
Effect on profit/loss before tax (87) 87
Effect on net profit/loss (70) 70
Effect on total equity 0 0
As at Dec 31 2012: +5% -5%
EUR (X07) xp7
usbD 2 2
GBP (15) 15
RON (1) 1
Effect on profit/loss before tax (1720) 720
Effect on net profit/loss (B93) 393
Effect on total equity 0 0

The sensitivity analysis was based on the follovéirghange rates of the zloty against foreign ceiesn

Exchange rate as Exchange rate as

Currency at Dec 31 2013 at Dec 31 2012
EUR 4.1472 4.0882
usD 3.0120 3.0996
RUB 0.0914 0.1017
RON 0.9262 0.9197
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Liquidity risk

The table below presents an analysis of the Grolupesicial liabilities by maturity as at the repog date. The amounts presented in the table argamual, non-

discounted cash flows.

As at Dec 31 2013:

Overdraft facilities

Liabilities under borrowings and other debt instants
Trade and other payables

As at Dec 31 2012
Overdraft facilities

Liabilities under borrowings and other debt insteumts
Trade and other payables

Carrying Contractual 6-12 More than 5
amount cash flows Below 6 months  months 1-2 years 2-5 years years
26 652 26 652 26 652 0 0 0 0
127 879 142 419 2314 39 695 4 098 96 312 0
235171 235171 235171 0 0 0 0
389 702 404 242 264 137 39 695 4098 96 312 0
Carrying Contractual 6-12 More than 5
amount cash flows Below 6 months  months 1-2 years 2-5 years years
2,171 2,204 2,204 0 0 0 0
709,357 780,115 95,799 483,671 93,081 107,565 0
194,833 194,833 194,833 0 0 0 0
906,361 977,152 292,836 483,671 93,081 107,565 0
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As at December 31st 2013, the Pfleiderer Grajewouf®s debt under bank borrowings totalled PLN
154.5m. It also had unused credit facilities of P230.3m. The Group also held cash of PLN 16.5m.

Fair value of financial assets and liabilities

The fair value of financial assets and liabilitie€lose to their carrying amounts as at Decemlbst 32013
and December 31st 2012.

Capital management

The Group defines equity as the carrying amounhefequity including non-controlling interests. They
ratio applied by the Group to monitor equity is tiaéo of equity to total assets. At the end o120the
ratio was 58.30%, up from 32.38% a year before.

The table below presents the value of equity aacetjuity to total assets ratio.

Dec 31 2013 Dec 31 2012

Equity 652275 583,65
Total assets 1,118,793 1,807032
Ratio

Equity 58.30% 32.38%
Total assets

The Group did not pay dividend in 2013.

In addition, pursuant to the Commercial Compan@&xie, the parent is obliged to create statutorgrves
funds by transferring at least 8% of profit for ey financial year, until the amount of the statyt
reserve funds reaches one-third of the Companyrestapital.
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26 Operating lease agreements

Pfleiderer Grajewo S.A., the Parent, entered intasé agreements concerning laminating and
impregnating machines, two forklifts and two whislders. The lease agreements expire in 2014, 2015,
and H2 2016.

Pfleiderer Prospan S.A., a subsidiary, entered lesse agreements concerning impregnating machines,
forklifts and electric vehicles, and wheel loaderhe lease agreements expire in 2015, 2016, and H2
2018.

The Group is also party to lease agreements exkdwePfleiderer MDF Sp. z 0.0., a subsidiary,
concerning the board packing machine and the laoguéne, which expire in January and March 2014.
Pfleiderer MDF Sp. z o.0. is also party to lease@gents concerning electric vehicles, wood loader
forklifts. The lease agreements expire in Decer2fés.

The Group leases 40 company cars. The lease agreeexpire in H2 2014, 2015, and 2016.

In 2013, the Group incurred costs under operatgagds of PLN 7,279 thousand (2012: PLN 11,431
thousand).

The operating lease payments outstanding as a¢ploeting date are presented in the table below:

Dec 31 2013 Dec 31 2012

From 1 to 5 years 10,891 12,866
Up to one year 7,433 9,280
Total 18,324 22,146

27 Contractual commitments for the acquisition of property, plant and equipment and
intangible assets

As at December 31st 2013, the Group carried li@sliunder binding contracts as at the reportirtg.da
The liabilities are related to 17 open investmamttiacts for a total amount of PLN 25,726 thousand.

28 Contingent liabilities

As at December 31st 2013, the Group did not idgatify significant contingent liabilities except pilde
liability resulting from the antitrust proceedingsscribed in note 31.
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29 Material related-party transactions

Related-party transactions as at December 31st 2013

Trade and
Investment other Trade

Entity Sales Purchases Finance costs commitments receivables payables
Pfleiderer Service GmbH 23 1,575 879 0 258 146
Pfleiderer GmbH 2 4,689 0 0 0 1,037
Pfleiderer Holzwerkstoffe GmbH & Co. KG 4,762 17,890 0 0 225 2,980
Pfleiderer Neumarkt GmbH 32,699 0 0 0 8,751 831
Pfleiderer Leutkirch GmbH 926 39 0 0 599 14
Pfleiderer Gitersloh GmbH 25,124 1,683 0 0 6,659 101
Jura Speditions GmbH 0 3,984 0 0 0 675
Pfleiderer Holzwerkstoffe Gschwend GmbH 0 0 0 498 0 0
Pfleiderer Arnsberg GmbH 982 0 0 0 14 0
Pfleiderer Baruth GmbH 55,106 0 0 0 18,173 0
Pfleiderer France S.A.S. 0 4 0 0 0 0
Pfleiderer B.V. 0 23 0 0 0 0
Pfleiderer Industrie Limited 0 18 0 0 0
Total 119,624 29,905 879 498 34,679 5,784
Discontinued operations
Blitz 4,866 0 0 0 4,147 0

4,866 0 0 0 4,147 0
Total 124,490 29,905 879 498 38,826 5,784
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Related-party transactions as at December 31st 2012

Liabilities
Other Other Finance under Prepaid Trade Trade
Entity Sales income expenses**) costs**) Purchases**) borrowings**) deliveries receivables payables**)

Pfleiderer Service GmbH 0 131 0 1,846 3,947 33,269 0 0 497+
Pfleiderer GmbH (Pfleiderer 0
Aktiengesellschaft) 8 0 7,928 4,173 150,881 0 0 4,737
Pfleiderer Schweiz AG 0 0 0 0 0 0 0 0 32
Pfleiderer Holzwerkstoffe GmbH & Co.
KG 905 0 0 0 203 0 0 23 0
Pfleiderer Holzwerkstoffe Verwaltungs
GmbH 0 0 0 0 0 0 0 28 0
Pfleiderer Neumarkt GmbH (Wodego
GmbH) 29,608 0 0 0 474 0 0 992 45
Pfleiderer Lutkirch GmbH (Thermopal
GmbH) 5,145 0 0 0 21 0 0 0 21
Pfleiderer Giitersloh Gmbh (Pfleiderer
Industrie GmbH)

30,501 0 0 0 94 0 0 1,505 27
Jura Speditions GmbH 0 0 0 0 3,813 0 0 0 746
Pfleiderer Arnsberg GmbH (Duropal
GmbH) 123 0 0 0 9,395 0 0 6 642
Pfleiderer Baruth GmbH (Kunz
Faserplattenwerk Baruth GmbH) 38,939 0 0 0 0 0 0 5,043 0
Pergo (Europe) AB 210 0 0 0 0 0 0 0 0
Uniboard Canada Inc. 4 0 0 0 0 0 0 0 0
Pfleiderer France S.A.S. 0 0 0 0 2 0 0 0 2
Pfleiderer B.V. 0 0 0 0 29 0 0 0 6
Pfleiderer Industrie Limited 0 0 0 0 17 0 0 0 9
Blitz 0 0 5,261 0 0 0 0 0 8,607
Pfleiderer Engineering International
GmbH 0 0 0 0 1,863 0 0 0 910
Total 105,443 131 5,261 9,774 24,031 184,150 0 7,597 16,281
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*Trade payables of Pfleiderer Services include stvent commitments of PLN 37 thousand.

** Following execution of the conditional agreemduat the sale of 100% of shares in Pfleiderer OJQRussia and disposal of Pfleiderer MDF OOQ’s ass€he Group
classified the subsidiaries’ assets as held fa agatl their respective equity and liabilities abilities related to assets held for sale. As atebber 31st 2012, both subsidiaries
disclosed material related-party transactions otlfesed in the table above):

- Other expenses: PLN 5,261 thousand

- Finance costs: PLN 7,734 thousand

- Purchases: PLN 1,508 thousand

- Liabilities under borrowings: PLN 150,881 thonda

- Trade payables: PLN 12,828 thousand
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Remuneration of members of the Management and Supesory Boards

Remuneration of members of the Parent's ManageBweartd paid and payable for the reporting period
was as follows:

Jan 1- Jan 1-

Name Dec 31 2013 — Dec 31 2012
Wojciech Gytkiewicz 2,555 932
Dariusz Tomaszewski 457 513
Rafat Karcz 1,568 453
Radostaw Wierzbicki 1,055 543
5,635 2441

In addition, members of the Parent's ManagementBieteived the following remuneration for holding
positions at Pfleiderer Prospan S.A.:

Jan 1- Jan 1—-
Name Dec 31 2013 Dec 31 2012
Wojciech Gytkiewicz 874 905
Dariusz Tomaszewski 465 513
Rafat Karcz 434 428
Radostaw Wierzbicki 275 513
2,048 2,359

In addition, in 2013 Mr Rafal Karcz served as Rtest of the Management Board, and Mr Dariusz
Tomaszewski held the position of Member of the Mgmaent Board of Pfleiderer MDF Sp. z 0.0., without
receiving any remuneration for the services rentlere

As at December 31st 2013, Mr Dariusz Tomaszewskinber of the Management Board of Pfleiderer
Prospan S.A., had outstanding debt of PLN 26 thudisander a loan taken out in 1997 from the
Privatisation Fund to finance the purchase of Panghares.

As at December 31st 2013, the other members ohPafdanagement Board had no outstanding loan-
related debt towards the Group.

As at December 31st 2013, the number of Pfleid&mjewo shares held by the members of the
Management and Supervisory Boards was as follows:

- Mr Wojciech Gytkiewicz, President of the Management Board — 5gttdles
- Mr Rafat Karcz, Member of the Management Boafj472 shares
- Mr Dariusz Tomaszewski, Member of the ManagenBaard — 4,108 shares

The managerial contract between Pfleiderer GrajeésvA. and Mr Rafat Karcz, member of the
Management Board, contains a provision entitlingkdrcz to a one-off termination benefit equal te hi
one-month remuneration if the contract is termiddig notice.

The managerial contract between Pfleiderer Pro§An and Mr Dariusz Tomaszewski, member of the
Management Board, contains a provision entitlingdmaszewski to a one-off termination benefit equal
to his one-month remuneration if the contract imteated by notice.
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The managerial contract between Pfleiderer Grajwo and Mr Wojciech @kiewicz, President of the
Management Board, in effect as of January 1st 2®jdes for a six-month notice period.

Remuneration paid to the members of the Parenger8isory Board in the reporting period was as
follows:

Jan 12013 Dec 1 2012

Dec 31 2013 Dec 31 2012

Wozniak Jan 105 91
Wolff Michael 210 157
Richard Mayer 105 0
Hammerschmidt Gerd 105 15
Schapka Jochen 105 78
Von Werder Hans - Kurt 17 71
Overdiek Hans 0 61
647 473

As at December 31st 2013, members of the SupewiBoard of Pfleiderer Grajewo S.A. had no
outstanding debt under loans from the Group.

Members of the Pfleiderer Grajewo Supervisory Bahddnot hold any shares in the Parent.

30 Supplementary information to the consolidated statement of cash flows

Structure of cash and cash equivalents

Dec 31 2013 Dec 31 2012
Cash in hand and at banks 16,450 17,518
Cash disclosed in the consolidated statement of ¢tas
flows 16,450 17,518
Change in liabilities
Dec 31 2013 Dec 31 2012
Change in trade and other payables 43,149 (12,350)
Increase/(decrease) in investment liabilities (9,040) (1,904)
Settled prepayments 0 3116
Liabilities concerning acquisition of non-contralyj interests (30,322) 0
Provisions (7,989) 0
Other 536 0
Change in liabilities (3,666) (11,138)
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31  Anti-Trust proceedings

On April 2nd 2012, Pfleiderer Grajewo S.A. (the gy#tj) and Pfleiderer Prospan S.A. (a subsidiary)
received a decision of the President of the Oftit€ompetition and Consumer Protection, dated March
30th 2012, concerning the instigation of anti-tnusiceedings on suspicion that Kronospan Szcze@pek

z 0.0., Kronospan Mielec Sp. z 0.0., Kronopol Sp.@, Pfleiderer Grajewo S.A. and Pfleiderer Pamsp
S.A. acted in collusion to frustrate competitiontbe domestic chipboard and fibreboard markets.

During the proceedings, Pfleiderer Grajewo S.A. &flgiderer Prospan S.A., its subsidiary, provided
additional information required by the Office. Aiegent, the Pfleiderer Grajewo Management Boanotis
able to assess the risk based on the informatiaitadle to it or determine the estimated closintp dd the
proceedings

Other than the proceedings referred to above, thereno court, arbitration or administrative prategs
pending with respect to any liabilities or clainfdlte Group companies, whose value would repreladit
or more of the Parent’s equity.
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32 Events subsequent to the end of the reporting penb

On January 9th 2014, Silekol Sp. z o.0. afdKierzyn Kale, a subsidiary of Pfleiderer Grajewo S.A.,
executed a framework agreement with Grupa Azotytathk Azotowe Putawy S.A. of Putawy for the
supply of urea, which Silekol Sp. z 0.0 uses agyarkaw material in the manufacture of adhesive amin
resins. Under the agreement, the supplier has édreesupply urea to Silekol Sp. z 0.0. in specified
amounts, and Silekol Sp. z 0.0. has agreed to attesupplied urea. The purchase price of the witka

be determined based on a price formula specifiethén supply agreement. The agreement has been
concluded for a period of five years, and the totue of urea to be supplied throughout its tesm i
estimated at PLN 216.4m. The agreement may benated with six months' notice if either Party défau

on a material obligation under the agreement, aild to duly fulfil that obligation in accordancetiwthe
agreement within 30 days of having been calledasa For the Azoty Group, the agreed urea supplies
will be coordinated by Grupa Azoty Zaktady Azotoedzierzyn S.A.

On January 9th 2014, Silekol Sp. z o.0. afdKierzyn Kdle, a subsidiary of Pfleiderer Grajewo S.A.,
executed a framework agreement with Grupa Azotylathk Azotowe Kdzierzyn S.A. of Kdzierzyn
Kozle for the supply of urea, which Silekol Sp. z ases as a raw material in the manufacture of adhesi
amino resins. Under the agreement, GA ZAK has agteesupply urea to Silekol Sp. z 0.0. in specified
amounts, and Silekol Sp. z 0.0. has agreed to atltesupplied urea. The purchase price of the witta

be determined based on a price formula specifiethé supply agreement. The agreement has been
concluded for a period of five years, and the tetlue of urea to be supplied throughout its tesm i
estimated at PLN 694.2m. The agreement providesdiiractual penalties in the event of failureupgy

or accept urea in maximum amounts representing @b#e value of urea not supplied or not accepted.
Payment of the contractual penalties does not ydedhe Parties' right to seek compensation inssxoé
these amounts. The agreement may be terminatedsiitinonths' notice if either Party defaults on a
material obligation under the agreement, and failsluly fulfil that obligation in accordance withg
agreement within 30 days of having been calledasa Within the Azoty Group, urea supplies will be
coordinated by GA ZAK.

On January 20th 2014, Pfleiderer Grajewo S.A., has purchaser, and Pfleiderer Service GmbH of
Neumarkt, Germany, as the seller, signed an agreeimethe purchase of shares in subsidiary Pfleide
MDF Sp. z o.0. of Grajewo. The purchase agreemeat signed in performance of the preliminary
purchase agreement of December 27th 2013 afténfalit of the condition provided for in the agreerne
The purchase agreement concerned 135,328 nongme&shares with a par value of PLN 500 per share.
The purchase price for the shares amounted to EI9R86thousand (an equivalent of PLN 29,070
thousand).

On January 30th 2014, Pfleiderer Prospan S.A. adrMgzow, a subsidiary of Pfleiderer Grajewo S.A.,
terminated the factoring agreement signed with PBK#aktoring Sp. z 0.0. of Lublin on September 26th
2007. The agreement was terminated following th@rgyf a one-month notice period, on February 28th
2014. The termination follows from the decisioncttange factoring firms financing Pfleiderer Prospan
SA's trade receivables and does not entail anyriabfimancial consequences for Pfleiderer Prospan

Simultaneously, on January 30th 2014, Pfleideresfpan S.A. and BZ WBK Faktor Sp. z 0.0. of Warsaw
signed a factoring agreement for non-recourse @imgnof Pfleiderer Prospan S.A.'s trade receivabléh

a limit of PLN 80,000,000. The agreement was madgest to the condition precedent that it will ente
into force on the day when BZ WBK Faktor Sp. z oexeives Pfleiderer Prospan SA's representation on
termination and settlement of the factoring agredgmeetween Pfleiderer Prospan SA and PEKAO
Faktoring Sp. z 0.0.

Supplementary notes to the annual consolidateddinhstatements

78



PFLEIDERER GRAJEWO GROUP
Supplementary notes to the annual consolidated fimecial statements for the financial
year ended December 31st 2013

(all amounts in PLN thousand)

33  Accounting estimates and judgement

The preparation of consolidated financial statemeéntconformity with IFRS requires management to
make judgements, estimates and assumptions thext dffe application of accounting policies and the
reported amounts of assets, liabilities, incomeexpenses. Actual results may differ from thosereges.

Estimates and underlying assumptions are revieweghamngoing basis. Revisions to accounting eséisnat
are recognised in the period in which the estimatesevised and in any future periods affected.

Information about critical judgements in applyirggaunting policies is included in the following aet

* Notes to the annual consolidated financial statespe@hapter 6, Section d (v) — useful lives of
property, plant and equipment and intangible assatsetermined based on estimated useful lives of
property, plant and equipment and intangible assadsverified at least annually.

* Note 3, 10 — Goodwill, recoverable goodwill, recalde value of non-financial non-current assets — i
there is an indicator of impairment, the recoveradninount is determined as the higher of fair value
less cost to sell or value in use (based on didedurash flows) by applying the appropriate distoun
rate (cost of capital, growth rates),

* Nota 9 — Corporate income tax — recognition of ooafe income tax or settlement of tax loss carried
forward based on assumption that in future taxatgeme will be generated,

* Note 17 — Derecognition of trade receivables cavénefactoring arrangements — based on analysis of
risk and benefit transfer, control retention andrde of involvement,

* Note 22 — Measurement of liabilities under definemiployee benefits — employee benefits are
evaluated by actuary. The valuation is based onngsisons regarding interest rates, remuneration
increase, inflation rate, employment turnover rate,

* Notes 23, 28 and 31 — Provisions and contingehtlii@s - recognition of provisions and contingent
liabilities requires estimating the probable outflof economic benefits and making the best estimate
of expenditure required to settle present obligatibthe end of reporting period,

* Note 25 — Valuation of financial instruments — thie value of financial instruments is measuredgsi
valuation models for financial instruments,

* Note 26 — Classification of lease agreements —eleggeements are classified as finance lease or
operating lease on the basis of an analysis of askl benefits.
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Wojciech Gatkiewicz
President of the Management Board

Rafat Karcz
Member of the Management Board, Chief Financial
Officer

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Ewa Staiska
Person responsible for the accounting records

Grajewo, April 25th 2014
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Directors' Report on the operations of the Pfleideer Grajewo Group in the period
Janaury 1st — December 31st 2013

1. Financial highlights

Revenue
Operating profit
Profit before tax

Net profit attributable to owners of the

parent
Net cash from operating activities

Net cash from investing activities
Net cash from financing activities
Total net cash flow

Basic earnings/(loss) per share
(PLN / EUR)

Diluted earnings/(loss) per share
(PLN / EUR)

PLN/EUR average exchange rate

Total assets

Liabilities

Non-current liabilities

Current liabilities

Equity

Share capital

Number of shares

Book value per share (PLN/EUR)

PLN/EUR exchange rate as at the reporting

date

PLN ‘000 EUR ‘000
Jan 1-Dec 31 Jan 1-Dec Jan 1-Dec Jan 1-Dec
2013 312012 312013 312012
1,462,139 1,432,282 347,219 343,177
108,738 73,134 25,823 17,523
80,680 18,321 19,159 4,390
152,541 49,815 36,224 11,936
126 746 228,058 30 099 54,643
552 144  (27,723) 131119 (6,642)
(679 958) (192,646) (161 472) (46,158)
(1,068)  7,689,00 (254) 441
3.07 1.00 0.73 0.24
0.00 0.00
3.07 1.00 0.73 0.24
4,2110 4.1736
PLN ‘000 PLN ‘000 EUR ‘000 EUR ‘000
Dec 31 Dec 31 Dec 31 Dec 31
2013 2012 2013 2012
1,118,793 1,807,032 269,771 442,012
466518 1,221,867 112,490 298,877
134647 225,978 32,467 55,276
331871 995,889 80,023 243,601
652275 585,165 157,281 143,135
16,376 16,376 3,949 4,006
49,624,000 49,624,000 49,624,000 49,624,000
13.14 11.79 3.17 2.88
4.1472 4.0882
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2. General information

The Pfleiderer Grajewo Group consists of singlagiiim enterprises. The Group's parent is Pfleiderer
Grajewo S.A., whose principal place of businesSiajewo, a town in north-eastern Poland.

The Parent, under its former name of Zaktady Phibrdivych S.A. of Grajewo, was originally
registered on July 1st 1994 by the District Co@dmmercial Court of Lora, in Section B of the
Commercial Register under entry No. 270. Subse@emt May 9th 2001, it was registered by the
District Court of Biatystok, XIl Commercial Divisioof the National Court Register, under entry No.
KRS 0000011422. On September 18th 2002, the Congpltanagement Board received the decision
of the District Court of Biatystok to enter the Cpamy’s new name in the National Court Register.
Accordingly, on September 18th 2002, the Pareatsenwas changed to Pfleiderer Grajewo S.A. The
registered office of Pfleiderer Grajewo S.A. isuated at ul. Wiérowa 1, Grajewo, Poland. Parent's
shares are publicly traded. In accordance with RPlodish Classification of Business Activities,
Pfleiderer Grajewo S.A. is registered under No.11B2Tax Identification Number (NIP): 719-10-00-
479, Industry Identification Number (REGON): 450823.

List of companies of the Pfleiderer Grajewo Groupjncluding their business profiles:

The business of Pfleiderer Grajewo S.A., the Parentonsists in:

« manufacture and veneering of wood and wood-basmdlipts,
e paper finishing,
» trade at home and abroad.

Pfleiderer Prospan S.A.— a joint-stock company entered in the commengglster maintained by
the District Court of Kalisz under No. RHB1754 oapBember 23rd 1997 as Zaktady Ptyt Widrowych
Prospan S.A. On September 17th 2001, the compaeyegistered with the District Court of £6d
Srodmiescie in L6dz, XX Division of the National Court Register undertry No. KRS: 0000042082.

Industry Identification Number (REGON): 250744416
Tax ldentification Number: 619-17-42-967
Registered office: ul. Bolestawiecka 10, 98-40iszdéw, Poland

Business profile:

« manufacture of melamine-faced and raw chipboardsoétmer wood and wood-based products,
e paper finishing,

» trade at home and abroad,

e generation and distribution of heat.

Silekol Sp. z 0.0— a company entered into the National Court Regtsy the District Court of Opole,
VIII Commercial Division of the National Court Retger of Opole, under entry No. KRS 0000225788
on January 6th 2005.

Industry Identification Number (REGON): 160003017
Tax Identification Number: 749-19-69-061
Registered office: ul. Mostowa 30 K, 47-2268dgierzyn-Kale, Poland

Business profile:
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The company ensures steady supplies of adhesiedsmushipboard manufacture to the Parent and its
subsidiaries.

« manufacture of dyes and pigments,

« manufacture of other organic and inorganic chersjcal

« manufacture of paints and varnishes,

« manufacture of glues and gelatines.

Pfleiderer MDF Sp. z 0.0— entered in the National Court Register by thetiizit Court of Biatystok,
XII Commercial Division of the National Court Refgs in Biatystok, under entry No. KRS 174810,
on October 9th 2003.

Industry Identification Number (REGON): 330994545

Tax Identification Number: 719-13-99-317

Registered office: ul. Wiérowa 1, 19-203 Grajewoland

Business profile:

* sale and intermediation in the sale of raw and migle-faced chipboards, films and foils,
* veneering of chipboards,

* manufacture of melamine-faced and raw chipboardsoétmer wood-based materials.

Jura Polska Sp.z 0.0. — entered in the National Court Registethw®y District Court of Katowice,
Commercial Division of the National Court Registander No. KRS 149282, on November 24th
1999.

Industry Identification Number (REGON): 276746151

Tax Identification Number (NIP): 629-215-85-14

Registered office: ul. Wiérowa 1, 19-203 Grajewoland

Business profile:

» transport,

« road transport of goods with specialised vehicles,

« road transport of goods with universal vehicles,

* |ease of trucks,

* wholesale of building materials and sanitary figand fittings.

Unifloor Sp. z o.0. w likwidacji (in liquidation) — entered in the National Court Register by the
District Court of Biatystok, Commercial Division dghe National Court Register, under No. KRS
0000237233, on June 29th 2005.

Industry Identification Number (REGON): 200021250
Tax Identification Number (NIP): 719-149-38-49
Registered office: ul. Bolestawiecka 10, 98-40@&Wsz6w, Poland

Unifloor Sp. z 0.0. is currently in liquidation.

Pfleiderer Services Sp. z 0.0- a company entered into the National Court Regisyethe District
Court of Biatystok, Xl Commercial Division of thidational Court Register in Biatystok, under No.
KRS 0000247423, on December 20th 2005.

Industry Identification Number (REGON): 200052769

Tax Identification Number: 719-15-03-973

Registered office: ul. Wiérowa 1, 19-203 GrajeWwoland
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The company has suspended its operations.

Grajewo OOO - a limited liability company incorporated undbetlaws of the Russian Federation,
registered on August 12th 2009 by Interregionapémasion No. 9 for the Novgorod Region at the
Ministry of Customs and Taxes of the Russian Feubera

Uniform Registration Number: 1095321004130

Tax Identification Number: 5321135070

Registered office: 21/43 Studenitzeskaya Streeliky Novgorod,
Russia

The company conducts trading activities in Russia.

List of jointly controlled entities

HRB Registry Number: 28 166
Tax Identification Number: 201/116/21366
Registered office: Ingolstadter Strasse 51, NelutnGermany

Business profile:

Blitz 11-446 GmbH — entered in the Commercial Register by the CaumNuremberg, under No.
HRB 28 166.

e exports, in particular to Russia and Eastern Eyrope
« provision of investment-related services.

The business of Pfleiderer Grajewo S.A., Pfleiddtesspan S.A. and Pfleiderer MDF Sp. z o.o0.
consists in the manufacture and veneering of wamblveood-based products, impregnation of paper,
trade in Poland and abroad, provision of induss@&lices related to its core business, as wealtlas
services based on resources held. Subsidiary Goa®®O conducts operations in Russia. The other
companies provide services and supply raw matedalse Group entities.

Information on the other entities’ business prafiend inclusion of the entities in consolidation is
presented in the notes to the annual consolidataddial statements.
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As at the end of the reporting period, the compmsibf the Parent's Management Board was as
follows:

1. Wojciech Gytkiewicz - President of the Management Board
2. Rafal Karcz - Member
3. Dariusz Tomaszewski - Member

On June 26th 2013, Radostaw Wierzbicki resignethftibe position of Member of the Management
Board, Operational Director of Pfleiderer Grajewd\.SSimultaneously, Mr Radostaw Wierzbicki
resigned from the position of Member of the ManagetBoard of Pfleiderer Prospan S.A. and
Member of the Management Board of Pfleiderer MDE Sp.o. (both companies are subsidiaries of
Pfleiderer Grajewo S.A.).

The same persons comprising the Parent's Managdiuamtl also managed the operations of its
subsidiary, Pfleiderer Prospan S.A. of Wieruszéw.

The table below presents the composition of thedgament Boards of the other subsidiaries as at
December 31st 2013:

Jura Polska Sp. ZPfleiderer MDF Sp. Silekol Sp. z 0.0, Grajewo 000
0.0. Z 0.0.
President Krzysztof Brzostek  Rafat Karcz Janusz Zowade
Dariusz .
|Members i Tomaszewski Marek Filusch )
M.anaglng Robert Sotirow
Director

As at December 31st 2013, Unifloor did not have Memagement Board as the company was in the
process of liquidation. The company’s liquidatoMsRyszard Gruszka.

As at December 31st 2013, the composition of Par&ofpervisory Board was as follows:

1. Michael Wolff Chairman of the Supervisory Board
2. Gerd Hammerschmidt Member

3. Jochen Schapka Member

4. Richard Mayer Member

5. Jan Waniak Member

On February 12th 2013, Mr Hans-Kurt von Werdergesd from the position of Member of Parent's
Supervisory Board, effective from February 26th201

In accordance with a resolution of the Extraordin@eneral Meeting, on February 26th 2013 Mr
Richard Mayer was appointed Member of Parent's iSigoey Board.
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3. Structure of the Group as at December 31st 2013

From January 1st to December 31st 2013, Pfleidérajewo S.A. was the parent of the following
entities:

Subsidiaries

Pfleiderer Prospan S.A., Wieruszow

Silekol Sp. z o0.0., Kdzierzyn-Kcale,

Pfleiderer MDF Sp. z 0.0., Grajewo

Jura Polska Sp. z 0.0., Grajewo

Unifloor Sp. z 0.0., Wieruszow ( in liquidation)

Pfleiderer OO0, Novgorod (Russia) — subsidiaryluathuary 23rd 2013
Pfleiderer MDF OOO, Novgorod (Russia) — subsidiamyil January 23rd 2013
Grajewo OOO, Novgorod (a newly established company)

Pfleiderer Services Sp. z 0.0., Grajewo

© 0o ~NO O WNBE

Jointly controlled entities
10 Blitz 11-446 GmbH, Neumarkt

Associates
11 Pfleiderer MDF OOO of Novgorod (Russia) — assodiaim January 23rd to December
30th 2013
(5) indirectly through Pfleiderer Prospan S.A.
(6) sale of shares on January 23rd 2013.
(7). (11)  sale of assets and loss of control on January 23t8.
(12) sale of shares on December 30th 2013.
(8) purchase of shares on April 16th 2013.
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Structure of the Group as at December 31st 2013

Pfleiderer Grajewo S.A.

Parent
Pfleiderer Prospan S.A. Pfleiderer MDF Sp. z o.0.
Subsidiary Subsidiary
(100%) (100%)
Unifloor _Sp_. z0.0. W likwidacji Grajewo 000
(in liquidation)
Subsidiary Subsidiary
(100%) (100%)
Jura Polska Sp. z o.0. Silekol Sp. z o.0.
Subsidiary Subsidiary
(100%) (100%)
Pfleiderer Services Sp. z 0.0.
Subsidiary
(100%)

Changes in the Group’s structure in the reporting g@riod

As at December 31st 2013, Pfleiderer Grajewo Sh.,Parent, had full control of the above entities
as it had the power to govern their financial apdrating policies by exercising the right to appoin
and remove members of their management boards.

On January 23rd 2013, Pfleiderer Grajewo S.A.hasskller, and Ingka Pro Holding Subholding |
B.V. and SWEDSPAN Holding B.V., as the buyers, edeinto an agreement for sale of a 100%
interest in Pfleiderer OOO of Russia as well asadhsets belonging to Pfleiderer MDF OQO, its
subsidiary in Russia and joint venture Blitz 11-4@8ébH in Germany Under the agreements, the
Pfleiderer Grajewo Group lost control over the #dibsy Pfleiderer MDF OOO. The loss of control
was due to the loss of the right to appoint theomigj of board members, in effect Pfleiderer MDF
OO0O after the date of January 23 was an assodiateeo Pfleiderer Grajewo Group. In addition,
under an agreement of December 30th 2013 the Gsolapits shares in associate Pfleiderer MDF
0O0O0.

On April 16th 2013, Pfleiderer Grajewo S.A., thedpd, purchased from BI_EL-SI of Russia 100% of
shares in Grajewo OOO for EUR 2 thousand (EUR fghnd).
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On December 27th 2013, Pfleiderer Grajewo S.Athaspurchaser, and Pfleiderer Holzwerkstoffe
GmbH of Neumarkt, Germany, as the seller, signecagmeement for the purchase of shares in
subsidiary Silekol Sp. z 0.0. ofelzierzyn Kdle. Under the agreement, Pfleiderer Grajewo S.A.
purchased 22,700 non-preference shares in the shpital of Silekol Sp. z.0.0., with a par value of
PLN 1,000 per share. The shares represent 50%ekoE5p. z.0.0.'s share capital and confer thet rig
to 50% of the total vote at its general meeting.

The purchase price for the shares amounted to E2J&32 thousand (an equivalent of PLN 93,123
thousand). The ownership title to the shares wassterred to Pfleiderer Grajewo S.A. on the
purchase price payment date, December 27th 201at Axecember 31st 2013, Pfleiderer Grajewo
S.A. held 100% of the share capital of Silekol &p.o.

The purchase was financed with Pfleiderer Grajew®d.’S own funds and proceeds from credit
facilities.

Pfleiderer Holzwerkstoffe GmbH is a subsidiary dfellerer GmbH of Dusseldorf, which is an

indirect parent of Pfleiderer Grajewo S.A.

On December 27th 2013, Pfleiderer Grajewo S.A. medu200,000 newly issued shares in the
increased share capital of subsidiary Pfleiderer\V&p. z 0.0. of Grajewo, with a par value of PLN
500 per share.

The shares were issued pursuant to a resolutienRirN 100,000 thousand increase of the company’s
share capital, passed by an Extraordinary Geneegltihg of Pfleiderer MDF Sp. z 0.0. on December
27th 2013.

Pfleiderer Grajewo S.A. acquired the shares in amgh for a cash contribution of PLN 100,000
thousand. The acquisition was financed with PflEd&rajewo S.A.’s own funds.

On December 27th 2013, Pfleiderer Grajewo S.Athaspurchaser, and Pfleiderer Service GmbH of
Neumarkt, Germany, as the seller, signed a predingiragreement for the purchase of shares in
subsidiary Pfleiderer MDF Sp. z 0.0. of Grajewo.

The preliminary purchase agreement concerned 18582-preference shares with a par value of
PLN 500 per share. The condition of conclusionhaf promised agreement was a registration of the
increased share capital of Pfleiderer MDF Sp. Z ®oth payment on account of the increased share
capital, as well as an application for registrataiithe increase took place before the balancetshee
date. Therefore, the decision of the court on dggstration, which took place on 20 January 2034, h
been recognized only as a formal condition, whiell Imo effect on acquisition of non-controlling
interests.

The purchase price for the shares amounted to E9Y88@&housand (an equivalent of PLN 29,070
thousand).

After the purchase of the shares from PfleidereviSe GmbH, Pfleiderer Grajewo S.A. held 100% of
Pfleiderer MDF Sp. z 0.0.’s share capital. Pflezleé3ervice GmbH is the parent of Pfleiderer Grajewo
S.A.

-10 -
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4. Pfleiderer Grajewo S.A.'s shareholder structure

Shareholder structure Number of Ownership Number of % of votes al

as at April 25th 2014 shares interest  votes at GM GM
Pfleiderer Service GmbH 32,308,176 65.11% 32,308,176 65.11%
Aviva OFE Aviva BZ WBK 4,928,816 9.93% 4,928,816 9.93%
ING OFE 2,639,144 5.32% 2,639,144 5.32%
Other shareholders 9,747,864 19.64% 9,747,864 19.64%
Total 49,624,000 100.00% 49,624,000 100.00%

In the period from January 1st 2013 to the dat¢hisf Directors' Report on the Operations of the
Pfleiderer Grajewo Group, the number of Parent eshdreld by its main shareholder, Pfleiderer
Service GmbH, did not change.

The information on the number of Pfleiderer GrajesvA. shares held by Aviva OFE is sourced from
the most recent notification of shareholding changeeived by the parent on July 10th 2007. The
information on the number of Pfleiderer Grajewo Sshares held by ING OFE is sourced from the
most recent notification of shareholding changeeired by the parent on June 5th 2009.

The Group is not aware of any other changes ishiégseholder structure.

5. External and internal factors with a bearing on theGroup’s business

External factors with a bearing on the Group’s busness:

» Broader collaboration with customers, which is lbags long-term framework agreements,
providing the parties with assurance of stable ecaon and lasting development.

» Customer insolvency risk — the Group monitors timarfcial liquidity of its customers on an
ongoing basis, mitigating the customer insolverisly by using trade credit insurance.

» Close cooperation with suppliers — key raw materfirchased by the Group include wood and
wood waste, decorative paper, chemical substaraes,machine parts. The Group mitigates the
related risk by using diversified sources of sugmlincreases in the prices of the raw materiféstaf
the Group as well as its competitors and for thason do not have an adverse impact on the Group’s
competitive position.

» Currency risk — the Group does not incur any sigaift currency risk. It monitors its exposure to
exchange-rate fluctuations on an ongoing basigalies on natural hedging and forward transactions
to hedge the risk.

» Seasonality — sales fall in the second quarteryefaa, while a sales peak is observed in the second
half of the calendar year. Seasonal changes dgivetise to a significant risk for the Group as/éw
sales in the period are accompanied by lower pseghaf raw materials. The Group’s liquidity
remains relatively stable over the second quarter.

Internal factors with a bearing on the Group’s bushess:

» Technological process — the technologies employetthé Group result in exposure to fire hazard.
To mitigate that risk, the Group uses a numbeediiical and organisational safeguards.

» Debt risk — as the parent of the other Group membefieiderer Grajewo S.A. bears all the
burdens related to the financing of investmentemisj. The debt is monitored on an ongoing basis. To
mitigate the liquidity risk, the Group uses a &glectrum of available financial instruments.

-11 -
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6. Current and future activities of the Group

a) Plans and development prospects for 2014

» Promotion and development of new products — expanitie offer addressed to new customers, in
particular the interior design and construction kats.

» Review of quality and technical parameters of gelbccustomised products and work on
shortening delivery dates.

» Expansion onto European markets.

» Implementation of new technical systems and restringg of the Group through further
optimisation of the production processes and asashgs programme.

» improvement of liquidity and reduction of borrowinosts.

» Promotion of the Pfleiderer brand as a modern amdirmuously developing organisation, which
implements state-of-the-art technologies and rdsphe natural environment.

» Modernisation of the production plant and equipmi@nbtrder to ensure the highest quality of
products and enhancement of production efficiency.

b) In 2013, the efforts of Pfleiderer Grajewo S.A. wez focused on the following tasks:

Enhancing efficiency and production processesutin tight cost control.
Improving the quality of products and services.

Analysis of production and sales volumes and aidigighem to current market demand.

Optimisation efforts designed to improve the Greafities’ operating efficiency.

Securing of wood supplies.

Ensuring financial liquidity of the Group — raiginew financing.

Promoting the Company’s image as a financialiplst and reliable business partner.
Strengthening of Pfleiderer's market positionpbgmoting the Company's brand and vision.
Market launch of a new product — tongue and gedmard.

Analysis of the Group’s financial standing, emtrsales strategy and organisation of the
production and distribution processes in ordentprove efficiency and identify areas in need
of restructuring.

Analysis of the Group’s external environment withviaw to developing a new model of
cooperation with customers. The purpose of theeptadf to increase sales on existing and new
markets and shorten delivery dates.

12 Expansion and consolidation of the dealership ne¢wareation of standardised visual
identification for Pfleiderer Partner sale outlets.

13 Closing of the sale of shares in Pfleiderer OOO asgkts owned by Pfleiderer MDF OOOQO, a
Russian subsidiary, and Blitz 11-446 GmbH, a Gerjoautly controlled entity.

14 Acquisition of minority interests in subsidiari€zapital increase at Pfleiderer MDF Sp. z o.0.
15 Acquisition of a new subsidiary in Russia, engaigetiading activities.
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7. Information material to the assessment of the persmel, assets, financial
standing and performance of the Group and their chages, and for the
assessment of the Group’s ability to fulfil its obgations

7.1 Financial standing of the Pfleiderer Grajewo @up

The structure of financing of the Group’s assets a@follows as at the reporting date:

all amountsin PLN thousand 31.12.2013 Dec 31 2012
Equity (attributable to owners of the parent) 653,2 527,392
Non-controlling interests 0 57,773
Total equity 652,275 585,165
Non-current liabilities 134,647 225,978
Long-term capital (total equity + non-current liies) 786,922 811,143
Current liabilities 331,967 995,889

The Pfleiderer Grajewo Group finances its operatipnmarily with bank borrowings. In June 2013,
Pfleiderer Grajewo S.A. (the Parent) and the sudnse$ Pfleiderer Prospan S.A. and Silekol Spoz o.
entered into new credit facility agreements. Thrltoredit limit available under the facilities Wit
four banks amounts to PLN 300,000,000 and ensuresdial liquidity of the Parent and its
subsidiaries for the next five years.

Moreover, the Pfleiderer Grajewo Group supports dperations with a non-recourse factoring
programme, whereby it sells insured trade receasmbd PEKAO Faktoring Sp. z 0.0. The above
financing was available for Pfleiderer Grajewo $Pfleiderer Prospan S.A. and Pfleiderer MDF Sp.
Z 0.0 of up to total PLN 200m .

The factoring agreement signed with Pekao Factdsingz o0.0. by the subsidiary Pfleiderer Prospan
S.A. was in force until February 28th 2014. Theeagnent was terminated on January 30th 2014. On
the same day, subsidiary Pfleiderer Prospan Sx&cuted a new factoring agreement with BZ WBK
Faktor Sp. z o.0. for non-recourse financing ofi¢reeceivables, with a limit of PLN 80,000 thousand
Additionally, Silekol has an agreement with a linost PLN 15m. Collection of the receivables
acquired by the factor is secured with an assigmneérrights under the receivables insurance
agreements.

The internal financing in the Pfleiderer Grajewoo@®s comprises loans advanced by Pfleiderer
Grajewo S.A. to its subsidiary Pfleiderer MDF Sm.a., as well as issues and purchases of shaont-ter
notes (commercial paper). The notes are issuedlbig&er Grajewo S.A. and acquired by Pfleiderer
Prospan S.A. The issuance programme and the |loangesigned to provide financing to all of the

Group's entities and optimise cash managementmiitiei Group.

-13 -
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7.2 Workforce and remuneration at the Pfleiderer Gajewo Group

As at December 31st 2013, the Group employed 1sgaf®, including the management personnel and
staff working under managerial contracts or apmainby the Supervisory Board. The Group's
employment structure as at the last day of thertigeygoperiod was as follows:

Employees Dec 31 2013 Dec 31 2012
- direct production employees 663 802
- indirect production employees 272 405
- administration, office and other employees 337 418
Total 1,272 1,625

Workforce at Group companies:

Workforce Employees Employees  Administration,

in 2013 directly indirectly office and other
involved in  involved in employees

Company production  production
Pfleiderer Grajewo S.A. 575 278 131 166
Pfleiderer Prospan S.A. 425 211 116 98
Grajewo OO0 2 0 0 2
Jura Polska Sp. z.0.0. 29 10 0 19
Silekol Sp. z.0.0 90 47 25 18
Pfleiderer MDF Sp. z o.0. 151 117 0 34
Unifloor Sp. z.0.0. 0 0 0 0

Total 1,272 663 272 337

Remuneration paid to the members of the Pfleideérejewo Management Board, including bonuses,
in the period January 1st — December 31st 2013awésllows:

1. President of the Management Board - Wojciegtkidwicz PLN 2,555 thousand
2. Member - Rafat Karcz PLN 1,568 thousand
3. Member - Dariusz Tomaszewski PLN 457 thousand
4. Member - Radostaw Wierzbicki PLN 1,055 thousand

The same persons serve on the Management Boaitie cfubbsidiary Pfleiderer Prospan S.A. The
remuneration of the members of the Pfleiderer Rnodpanagement Board for the same period was as
follows:

1. President of the Management Board - Wojciegtki@wicz PLN 875 thousand

2. Member - Rafat Karcz PLN 434 thousand

3. Member - Dariusz Tomaszewski PLN 465 thousand
4. Member - Radostaw Wierzbicki PLN 275 thousand

The managerial contract executed by the Parent MittRafat Karcz, member of the Management
Board, contains a provision entitling Mr Karcz tore-off termination benefit equal to his one-month
remuneration if the contract is terminated by reatic

The managerial contract executed by the subsidifigiderer Prospan S.A. with Mr Dariusz

Tomaszewski, member of the Management Board, amntaprovision entitling Mr Tomaszewski to a

-14 -



PFLEIDERER GRAJEWO GROUP

Directors' Report on the operations of the Pfleideer Grajewo Group in the period
Janaury 1st — December 31st 2013

one-off termination benefit equal to his one-monm#imuneration if the contract is terminated by
notice.

The managerial contract with Mr Wojciechti@ewicz, President of the Management Board, presid
for a six-month notice period.

Remuneration paid to the members of Parent's SigoeyvBoard in the reporting period was as
follows:

PLN ‘000
Dec 1 2013 Dec 1 2012
Dec 31 2013 Dec 31 2012
Richard Mayer 105 0
Overdiek Hans H. 0 61
Hammerschmidt Gerd 105 15
Schapka Jochen 105 78
Von Werder Hans- Kurt 17 71
Wolff Michael 210 157
Wozniak Jan 105 91
647 473

As at December 31st 2013, the members of the Mamagieand Supervisory Boards of Pfleiderer
Grajewo S.A. had no outstanding debt to the Paneder loans. At Pfleiderer Prospan S.A., one
member of its Management Board, Mr Dariusz Tomaskewad an outstanding debt of PLN 26
thousand as at December 31st 2013. This liabsitelated to a loan taken out from the Privatigatio
Fund in 1997 to finance the acquisition of shaneBfleiderer Prospan S.A.

7.3 Number of Pfleiderer Grajewo S.A. shares held by tb management staff of
Pfleiderer Grajewo S.A.

As at the date of this Report, the Management Boaedbers had the following shareholdings in
Pfleiderer Grajewo S.A.:

Wojciech Gytkiewiecz, President of the Management Board, D0 Pfleiderer Grajewo S.A.
shares,

Rafat Karcz, Member of the Management Board, held 3 Pfleiderer Grajewo S.A. shares,

Dariusz Tomaszewski, Member of the Management Bdweald 4,108 Pfleiderer Grajewo S.A. shares;

The other members of the Pfleiderer Grajewo SuperyiBoard did not hold any shares in the Parent.
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8. Production and sales structure

8.1 Production volume and structure

In 2013 and 2012, the production volumes of ther fmain product groups at the three Polish
companies (Pfleiderer Grajewo S.A., Pfleiderer paosS.A. and Pfleiderer MDF Sp. z 0.0.) were as

follows:

Dec 31 2013 Dec 31 2012
Gross production of raw chipboards ths sgm 1,111 1,048
Melamine-faced chipboards ths sqm 35,290 34,871
Raw MDF boards ths sgm 226 197
Lacquered MDF boards ths sgm 29,575 26,717

In 2013, the production of raw and melamine-fackiplmoard increased slightly. The Group highly

used its raw chipboard production capacity .
Compared with 2012, 2013 saw an 11% increase ipribduction of lacquered MDF board.

8.2 Sales volume and structure
Revenue reported by the Group in 2013 was PLN 11882thousand, up 2% on 2012.

The Group's export sales in 2013 improved sigmitiya having increased by 6.7% year on year.
The table below present an analysis of revenuedguets, goods, materials, and services.

Jan 1 - Dec 31 Jan 1-Dec 31 %
By product group 2013 % share 2012 share
Revenue from sales of products 1,392,761 95.2% 1,375,883 96.1%
Chipboard 898,621 61.5% 804,452 56.2%
MDF boards 126,675 8.7% 197,742 13.8%
Glues 230,056 15.7% 215,723 15.1%
Other 137,409 9.3% 157,965 11.0%
Revenue from sales of materials 9,816 0.7% 4,538 0.3%

Revenue from sales of merchandise 24,237 1.7% 22,696 1.6%
Revenue from rendering of services 35,325 2.4% 29,165 2.0%
Total sales 1,462,139 100.0% 1,432,282 100.0%
Sales volumes of the Pfleiderer Grajewo Group’s®gducts:
By product group (thousand m3) 2013 2012
Chipboard 1,064.3 1,509.8
MDF boards 220.1 194.6
1,284.4 1,704.4

Total product sales volume
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The furniture industry continues to be the mostangnt sector for Pfleiderer Grajewo Group as it
accounts for 90% of its total sales. The Groupgakeps to more effectively place its productshen t
interior design market. On the other hand, it fesuefforts on expanding its presence on the
construction market, which is becoming increasinglyre attractive for chipboard manufacturers in
Poland.

The long-term sales strategy of the Pfleiderer &vaj Group is based on three key distribution
channels:

1. Sales to industrial customers
2. Sales to the Pfleiderer Partner dealership net@RiFknetwork)
3. Export sales

The Group’s sales data comprises sales of Pfleideérajewo S.A., Pfleiderer Prospan S.A., and
Pfleiderer MDF Sp. z 0.0. The Group’s sales byriilistion channels in 2012—-2013 were as follows:

Sales structure in 2012-2013 (PLN '000)
600 000

500 000 -

400 000

300 000 -

200 000

100 000 -

0

2012 2013

. OExport mOthers ®mIndustry BPP network |

Figure: Sales structure in 2012-2013 (PLN '000)

In the Polish market, direct sales to large andinmesized furniture manufacturers and the Pfleidere
Partner network continued to represent the mosbitapt distribution channels. Compared with the
previous year, the value of 2013 sales to largeitiure manufacturers grew by 2%, while the value of
sales to the Pfleiderer Partner network decline®%y Sales to other domestic distribution channels
grew by 7%. Export sales remained unchanged ingjherting period.

The shares of individual distribution channelshia structure of sales in 2013 relative to 2012 ghdn
as follows: The share of direct sales to largeraadium-sized furniture manufacturers increased from
42.2% to 42.7%, and the share of sales througlr dik&ibution channels rose from 3.9% to 4.2%.
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The share of sales to the Pfleiderer Partner né&tfedrfrom 25.4% to 24.6%. The share of exports in
total sales improved year on year.

9. Procurement

In 2013, the structure of wood supplies was praftjiche same as in the previous years. Wood for
production was purchased from each plant's tramitisources. Forest wood represented 37% of all
supplies, while by-products of the wood processnaiyistry accounted for 54% of the total. The share
of wood waste in total supplies continued to riseeach 9% in 2013.

The shares of individual product groups in totghies varied slightly between the plants, due to
their different production profiles, local marketralitions, and the current pricing of various raw
materials.

Supplies of wood from Poland prevailed (87% of ltggarchases), with imports representing the
remaining 13% of wood supplies.

10. Economic and financial data

The cost of raw materials and consumables contitaubg the largest component of the Group's cost
structure. Also the cost of services accounts faigaificant portion of the Group's cost base. This
follows from the fact that certain auxiliary furmtis were outsourced and certain types of services
were contracted from external companies; alsogetlmas been a gradual growth of transport costs
related to product sales and materials procurer@mince costs are a significant component of profi
and loss, particularly at the Parent. This is alted the large capital expenditure made by theupr
Other items of profit and loss did not materialhange relative to the previous periods.

In 2012 and 2011, the Group earned the followirigssaargins:

Jan 1-Dec 31 2013an 1-Dec 31 2012%)

Net profit
Revenue 5.5% 1.3%

Jan 1-Dec 31 2012 Jan 1-Dec 31 2012%)

Net profit (attributable to owners of the parent)
Revenue 3.76% 0.8%

*) 2012 includes data for continuing operations.
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11. Use of bank borrowings

PLNm Dec 31 2013 Dec 31 2012
Debt under bank borrowings 155 678
Intra-Group loans 0 33
Cash 16 18
Net debt under bank borrowings 139 660

a) Bank borrowings

In June 2013, Pfleiderer Grajewo S.A. (the Parant) the subsidiaries Pfleiderer Prospan S.A. and
Silekol Sp. z 0.0. entered into new credit faciigreements. The total credit limit available urnither
facilities with four banks amounts to PLN 300,0@@Cand ensures financial liquidity of the Parent
and its subsidiaries for the next five years.

On June 26th 2013, the Parent entered into twatdeadlity agreements with Bank Millennium S.A.,
for an aggregate amount of PLN 100,000,000, inclgdh PLN 75,000,000 multi-purpose credit
facility agreement and an up to PLN 25,000,000 $shod overdraft facility agreement.

At the same time, Pfleiderer Prospan S.A., a sidiyiodf the Parent, entered into an overdratft figcil
agreement with Bank Millennium S.A., for up to PLQ,000,000. Moreover, the subsidiary Silekol
Sp. z 0.0. entered into an overdraft facility agneat with Bank Millennium S.A., for up to PLN
10,000,000. Total liabilities of all the three bmmers under the four credit facility agreementshwit
Bank Millennium S.A. may not exceed an aggregat®ldfl 100,000,000. The multi-purpose credit
facility agreement provides for the repayment af éntire loan after five years from its execution,
while the overdrafts are to be repaid in full atteee years. The facilities will be used to finamulay-
to-day operations of the borrowers.

On June 26th 2013, the Parent entered into a PLBIO@®00 credit facility agreement with Alior
Bank S.A. The facility, used to finance the Pased#y-to-day operations, is to be repaid in fukkiaf
five years from the execution of the agreementth&t same time, the Parent and the subsidiaries
Pfleiderer Prospan S.A. and Silekol Sp. z o.o.redténto an overdraft facility agreement with Alior
Bank S.A., for up to PLN 25,000,000, under whick Bank granted the Parent an overdraft limit of
PLN 25,000,000 and separate sub-limits of PLN 1@@@0 to Pfleiderer Prospan S.A. and Silekol Sp.
Z 0.0. The facility, repayable in full after thrgears from the execution of the agreement, isnanite

the day-to-day operations of the borrowers. Thal tibilities of all the three borrowers under the
two credit facility agreements with Alior Bank S.Anay not exceed an aggregate of PLN
100,000,000.

In June 2013, the Parent entered into a PLN 43)000multi-purpose credit facility agreement with
Bank Zachodni WBK S.A. The credit facility, takemtoto ensure liquidity and finance capital
expenditure, is to be repaid in full after five ye&om the execution of the agreement. At the same
time, the Parent and the subsidiaries Pfleideresgam S.A. and Silekol Sp. z 0.0. entered into an
overdraft facility agreement with Bank Zachodni WBKA., for up to PLN 15,000,000 (a joint
overdraft limit for all three borrowers). The fatj| designed to ensure liquidity and finance calpit
expenditure, is to be repaid in full after threeangefrom the execution of the agreement. Total
liabilities of the three borrowers under the twoesgnents with Bank Zachodni WBK S.A. may not
exceed an aggregate of PLN 60,000,000.
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In June 2013, the Parent entered into a PLN 400000multi-purpose credit facility agreement with
Bank OchronySrodowiska S.A. to finance the Parent's day-to-dpgrations. The facility is to be
repaid after five years from the date of executibthe agreement.

In addition, Pfleiderer MDF Sp. z 0.0. has an inrest credit facility from PKO BP S.A., repayable
in instalments by October 15th 2018. As at Decendlist 2013, the Group's debt outstanding under
this facility was PLN 90,801 thousand (as at Decem3ist 2012: PLN 188.1m).

In addition, the subsidiary Pfleiderer MDF Sp. @.dhas taken out a PLN 65m multi-purpose credit
facility from PKO BP S.A. The credit facility agmeent provides for a PLN 30,000 thousand
overdraft facility, a PLN 30,000 thousand revolvimgrking capital facility, and a PLN 5,000
thousand guarantee and letter-of-credit limit. Urae annex signed on March 23rd 2009, the multi-
purpose facility amount was reduced to PLN 57,0@8usand and will be reduced by PLN 1000
thousand as at December 31 2011, December 31 20f2,30 2013 ( totally PLN 3000 thousand
during credit transaction). Following the executadrthe annex, the facility agreement providesafior
overdraft facility of PLN 25,900 thousand, a rewoly working capital facility of PLN 30,000
thousand, and a guarantee and letter-of-credit bimPLN 1,100 thousand. On November 28th 2013,
another annex to the agreement was signed, undeh wte lending period was extended until August
31st 2014. As at December 31st 2013, the amoustamding under the facility was PLN 37,079
thousand.

Interest rates on the above loans was WIBOR + baanigin.

b) Syndicated credit facility agreement

On January 29th 2013, Pfleiderer Grajewo S.A.,Rheent, made an early repayment of a part of the
syndicated credit facility extended to the Grougema credit facility agreement concluded on March
16th 2010 by the Parent and its subsidiaries, d&ter Prospan S.A. and Silekol Sp. z o.0., with a
bank syndicate comprising Bank PEKAO S.A., Banktaini WBK S.A., BRE Bank S.A., BNP
Paribas Bank Polska S.A. (formerly Fortis Bank RalS.A.) and Bank Gospodarkywnosciowej
S.A.

A part of the Parent's proceeds from the sale afeshin Pfleiderer OOO on January 23rd 2013 was
used to repay a substantial portion of the syndéetatedit facility. From January 24th to Januarth29
2013, the Parent repaid the full tranche A of tlyadgcated credit facility, amounting to PLN
460,000,000, and on January 29th 2013 a part mwfhaB of the syndicated credit facility, amounting
to PLN 88,375,403, was repaid.

On March 18th 2013, the syndicated credit facikitended to Pfleiderer Grajewo S.A., the Parent,
and its subsidiaries, Pfleiderer Prospan S.A. atek@ Sp. z 0.0., by a bank syndicate comprising
Bank PEKAO S.A., Bank Zachodni WBK S.A., BRE BankS BNP Paribas Bank Polska S.A.
(formerly Fortis Bank Polska S.A.) and Bank Gospkidaywnosciowej S.A. was repaid in full. All
security interests related to the Facility havenbredeased.

c) Borrowings from related parties
Financing of the Pfleiderer Grajewo Group by Pieat Germany is based on subordinated loans. All

the loans were repaid in 2013. As at December 20%8, the Group did not carry any loans from
related parties.
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12. Defaults under bank borrowings and other debt instuments with respect to
which no remedial action was taken by the end of #nreporting period

As at December 31st 2013, no such events occurred.

13. Feasibility of Pfleiderer Grajewo Group’s investmert plans for 2013
In 2013, the Pfleiderer Grajewo Group made capitpgkenditure of PLN 66.3m.
PFLEIDERER GRAJEWO S.A.

Operating expenditure in 2013: planned expendituP&N 54.9m; actual expenditure — PLN 18.9m.
In 2013, the construction of a wood dust mill wasnpleted, with the dust produced by the mill
replacing heavy fuel oil as the fuel for dryersl-NP4.3m.

Commencement of the sorting plant upgrade: pregj¢atal value — PLN 20m; expenditure (excluding
prepayments) made in 2013 — PLN 3.3m.

Construction of the wood chip transport system fidiDF to Grajewo — PLN 2.9m; the project is to
be completed in 2014.

Purchase of a small panel saw for cutting smadesizoards — PLN 0.9m.

Purchase of a wheel loader — PLN 1m.

The capital expenditure planned for 2014 is PLN3#6.The key investment projects envisaged for
2014 include:

Upgrade of the wood shavings sorting plant — PLNBd1(completion of the project commenced in
2013); purchase and assembly of a wood recyclmg-i PLN 10m; replacement of steel belts on the
press— PLN 2m; improvement of the heating efficiency of the press — PLN 1m; purchaseaafew
burner for the dryer — PLN 1.6m.

These investment projects will increase productapacity, help optimise production costs, and
improve product quality.

PFLEIDERER PROSPAN S.A.

Operating expenditure in 2013: planned expendituP&N 40.4m; actual expenditure — PLN 28.4m.

In 2013, the project involving the purchase anderddy of a large board lamination press was
completed; expenditure made in 202PLN 20.1m (the amount invoiced in 2013); production of
large-sized laminated boards was launched in Aug0&B. The total cost of the project was PLN
21m.

In 2013, worn technological equipment was replaeddrge wood loader was purchased — PLN 1m; a
warehouse forklift truck was replaced — PLN 0.7m.

Upgrades were also performed on the existing Kasbimated board line — PLN 1.4m, and on the
milling line — PLN 0.2m.

The capital expenditure planned for 2014 is PLNBB6.The key investment projects envisaged for
2014 include:

Upgrade of the wood shavings sorting plant — PLh1Qpgrade of bunkers on loading stations -
PLN 4.5m, grinder upgrade PLN 2m; these projects, when completed, will increase chipboard
production volume.

Replacement investments will also be made, inclydaplacement of steel belts on the press — PLN
3m, and replacement of the central control unitierpress — PLN 3m.
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Commencement of the construction of a new biomiasd-boiler room is also planned (expenditure
planned for 2014 — PLN 3m, the project's total eoBLN 30m).

SILEKOL Sp. z 0.0.
Operating expenditure in 2013: planned expendituP&N 13.2m; actual expenditure — PLN 14.8m.

In 2013, two large capex projects were implemented:

Expansion of the formaldehyde unit to increase pctdn capacity; total value of the project — PLN
11m; expenditure made in 2013 — PLN 7.4m.

Expansion of the resins production units to incega®duction capacity and expand the product range
(ability to manufacture new products); total vabfehe project — PLN 4.2m; all expenditure made in
2013.

The launch of production on the units undergoingaesion is planned for the first quarter of 2014.

The capital expenditure planned for 2014 is PLNnm.The key investment projects envisaged for
2014 include: upgrade of the cold and cooling watstem — PLN 1.3m, a first-stage wastewater
treatment plant for the adhesives unit — PLN 0.dnd other replacement investments.

PFLEIDERER MDF Sp. z.0.0.
Operating expenditure in 2013: planned expendi#tuP&N 5.4m; actual expenditure — PLN 4.2m.

In 2013, a third printer for the HDF board lacqugriine was purchased PLN 1m; the project will

be completed in 2014. New process equipment washpaed: two warehouse forklift trucks — PLN
0.9m, a bucket loader for woedPLN 1m; other expenditure of PLN 1.3m was made mainly on other
minor operating projects (e.g. mechanical sealifgs the defibration unit, replacement of
compressors, upgrade of the centring system okestgc

In 2014, capital expenditure is planned at PLN 26.8 package of investment projects was prepared
to enhance margins earned on products.

The investment projects include purchase and adgeshla new lacquering line, panel saw, grinder,
and confectioning.
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14. Marketing activities in 2013

Marketing objectives:

- Positioning Pfleiderer as a premium brand;

- Enhancement of the Pfleiderer brand recognitiameiw segments (architects, designers and end
users);

- Entry on the investment market;

- Strengthening Pfleiderer's position in local masket

- Strengthening our position in the construction ragrk

a) Objectives achieved in the furniture and interior design market
Product policy

- Market launch of new collection of decors, melarfimeed chipboard structures and kitchen
worktops;

- Continued development of new products while redytire number of slow-moving products;
active management of the product portfolio;

Communications policy
Introduction of the new PFL/Pfleiderer model of goomication with the market;

- Development and implementation of a new credines

- Streamlining of the brand and sub-brand portfolio

- Intensification of advertising and PR activitiaghe press and on the Internet, with special $omu
Pfleiderer kitchen worktops;

- Implementation of kitchen worktop sales supporigpaonme for manufacturers cooperating with
the Pfleiderer Partner network;

- Launch of a new corporate website;

- Social media activity: the designerer.com page arebook, and a thematic blog;

- Participation in events for architects and designe6dz Design Festival and 'Noc z Designem
we Wroctawiu' (Design Night in Wroctaw);

- Promotion of new products offered by Pfleideretiefi in the finished furniture products
presented at the MEBLE furniture trade fair in RaizrPfleiderer's press conference during the
arena DESIGN event;

- Continuation of the 'Pfleiderer Inspirations' majlicampaigns;

- Active PR efforts and advertising initiatives wefecused mainly on presenting inspiring
solutions for home interiors and general publiddings;

- Organisation of meetings with key customers frofhlmmmestic and exports markets;

- Participation in regional fairs and events orgashibg the Pfleiderer Partner network in Poland
and abroad;

- Product launch;

- Joint projects with higher education institutiotise PE-P project (organised together with the
Adam Mickiewicz University of Pozid and Cwiartka dla studenta’' (A Quarter Square Metre for
a Design Student) (organised together with the Aoadof Art and Design of Wroctaw).

- Using the Group's quarterly press conference devotéhe presentation of financial results as an
opportunity to meet members of the press (botmtired and general-interest magazines as well
as interior-design and other trade magazines);
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b) Activities in the construction market
Product policy

- Market launch of the tongue and groove board

Communications policy

Intensive promotion of the new mfp® constructioratzbbrand in the contractor, investor and end-
user segments of the market:

- Billboard promotional campaign for the mfp® brand

- Promotion of the brand on the RMF FM radio statiactive PR and Internet promotional
campaigns;

Participation in the BUDMA Pozriefair together with a trade partner;

- Participation in regional construction fairs, sashthose organised by the PSB Group;

- Organisation of regional training courses for tetaiand contractors;

- Promotional campaign for the mfp® board organisegtther with the Castorama retail chain;

- Active PR activities in trade magazines and website

- Creation of a new sub-page dedicated to the caniruindustry and development market.

- Organisation of meetings with customers;

- Product launch;

- Continuation of activities designed to enhance tisavisual presence at retail outlets;

The overall cost of these activities on the funmtunterior design and construction markets walsl PL
7.5m, including PLN 5.7m in the furniture and imberdesign markets and PLN 1.8m in the
construction market.

15. Material related-party transactions in 2013

Information on material transactions executed wélated parties is presented in Note 29 to the
Group's annual consolidated financial statement
In 2013, the Group did not execute any relatedygaainsactions other than on an arms’ length basis.

16. Management of Pfleiderer Grajewo Group’s financialresources in 2013

a) Notes

In 2013, the Parent financed its operations chieftih bank borrowings and, to a certain extentyjess
of notes acquired by Pfleiderer Prospan S.A.

As at December 31st 2013, the par value of thenPareebt under notes in issue totalled PLN
289.7m. The notes are used to optimise the manageofiefinancial liquidity within the Group,
reduce external debt and finance day-to-day opersti

b) Bank borrowings

In June 2013, Pfleiderer Grajewo S.A. (the Parant) the subsidiaries Pfleiderer Prospan S.A. and
Silekol Sp. z 0.0. entered into new credit faciigreements. The total credit limit available urither
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facilities with four banks amounts to PLN 300,0@@Cand ensures financial liquidity of the Parent
and its subsidiaries for the next five years. Fetiaded information on the Group's existing debg s
section 11a to this consolidated Directors’ Report.

As at December 31st 2013, debt outstanding underbnk borrowings taken out by the Group
totalled PLN 155m.

c) Borrowings from related parties

As at December 31st 2013, the Group did not caip@ans from related parties.

For detailed information on all liabilities undeaiik borrowings and other debt instruments as vgell a
contingent liabilities and security instrumentsaaDecember 31st 2013, see Note 21 and Note 28,
respectively, to the consolidated financial statetmef the Pfleiderer Grajewo Group.

17. Financial instruments

Overview of the financial instruments

a) Swap transactions

Swap transactions included purchase of foreigrecesr at a predetermined rate. As at December 31st
2013, the subsidiary Silekol Sp. z.0.0. had four $¥aps (EUR/PLN) for the sale of a total of
EUR 2,550 thousand in January and February 2014atABecember 31st 2013, the swaps were
measured at PLN 100 thousand.

b) Forward transactions

Forward transactions included purchase of foreigmency at a predetermined rate. In 2013, the
Parent executed 36 forward contracts for the tadunt of EUR 35.5m. As at December 31st 2013,
The Pfleiderer Grajewo Group had no open forwardreats.

According to IAS 39, if a cash flow hedge is effeet any gain or loss on the hedging instrument
relating to the effective portion of the hedge dtidoe recognised in other comprehensive income
under equity, whereas any gain or loss relatintheaneffective portion should be recognised irfipro
or loss for current period.

The other Group companies did not enter into aaystactions on derivative instruments.

C) Guarantees, sureties and security provided bye Group

As at December 31st 2013, the Group had the foligwbntingent liabilities and security:
1. Mortgage over properties and registered pledge plant and equipment

A mortgage on properties and a registered pledge plant and equipment serve as security for an
investment loan granted to Pfleiderer MDF Sp. z byoPKO Bank Polski S.A. on January 15th 2007.
It is a special purpose facility obtained to finarthe construction of the new MDF board production
plant in Grajewo. The mortgage secures a liaboityup to PLN 356,860 thousand. The registered
pledge over plant and equipment secures liabilitiesip to PLN 450,000 thousand and has been
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created over a fluctuating group of assets owneHflgiderer MDF Sp. z 0.0. The pledge is reviewed
on a quarterly basis to take account of changeshén subsidiary’s movable assets (plant and
equipment, vehicles). As at December 31st 2013,Glmup’s debt under the facility totalled PLN
90.8m.

2. Mortgage on property located at ul. Wiérowa, Grajeamd registered pledge over assets and rights

A mortgage of up to PLN 80,000 thousand createtherproperty located at ul. Wiérowa, Grajewo,
on which the MDF plant is situated, serves as sggciar a multi-purpose credit facility for the tdt
amount of PLN 57,000 thousand, granted to PfleidstBF Sp. z 0.0., a member of the Pfleiderer
Group, by PKO Bank Polski S.A. on August 29th 2007.

The pledge was created under an agreement onemrgigbledge over assets, dated July 30th 2010,
concluded between Pfleiderer MDF Sp. z 0.0. and€2eshna Kasa Oszgnaici Bank Polski S.A.

of Warsaw. The pledge, with the maximum securitypant of PLN 83,163,000, was created for the
benefit of Powszechna Kasa Osghizaici Bank Polski S.A. to secure claims under a PLND6@,000
multi-purpose credit facility granted to PfleideMDF Sp. z 0.0. by Powszechna Kasa Osdngici
Bank Polski S.A. on the basis of an agreement ajusti 29th 2007. The pledge was created in
connection with the extension of the term of thekia capital loan until August 1st 2014. The same
assets are also encumbered with a pledge creattidr dar the benefit of Powszechna Kasa
Oszczdndsci Bank Polski S.A. in connection with an investméran agreement of January 15th
2007.

As at December 31st 2013, the Group’s debt undefatility totalled PLN 37.1m.

3. Security for liabilities under the credit faciliagreement concluded in June 2013

As at December 31st 2013, subsidiaries of the dfter Grajewo Group disclosed sureties granted for
the liabilities of other Group companies. No sumatyuarantee was disclosed for liabilities of txdi
outside the Pfleiderer Grajewo Group.

The sureties were granted by Pfleiderer Grajewa,RAeiderer Prospan S.A. and Silekol Sp. z o.o.
and secured exclusively the liabilities of othen@® companies under bank borrowings.

The Parent, Pfleiderer Grajewo S.A., granted sketges for a total amount of up to PLN 65,622
thousand. As at December 31st 2013, the amounhaérlying debt secured with the sureties was
PLN 4,622 thousand.

The subsidiary Pfleiderer Prospan S.A. grantedrseueeties for a total amount of up to PLN 268,000
thousand, with the largest of the sureties being:

- two sureties for a total amount of up to PLN 008, thousand, securing the repayment of the credit
facilities extended to Pfleiderer Grajewo S.A. bgnR Millennium S.A. under an agreement of June
26th 2013,

- two sureties for a total amount of up to PLN 0D®, thousand securing the repayment of the credit
facilities extended to Pfleiderer Grajewo S.A. hioABank under an agreement of June 26th 2013.
As at December 31st 2013, the amount of underlgiiglgt secured with the sureties was PLN 21,547
thousand.

The subsidiary Silekol Sp. z o.0. issued seventiggrdor a total amount of up to PLN 268,000
thousand, with the largest of the sureties being:
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- two sureties for a total amount of up to PLN 00, thousand, securing the repayment of the credit
facilities extended to Pfleiderer Grajewo S.A. banB Millennium S.A. under an agreement of June
26th 2013,

- two sureties for a total amount of up to PLN DD®, thousand securing the repayment of the credit
facilities extended to Pfleiderer Grajewo S.A. byoABank under an agreement of June 26th 2013.
As at December 31st 2013, the amount of underlgigigf secured with the sureties was PLN 21,547
thousand.

The credit facilities are secured with a mortgagedeveloped properties, i.e. the Parent's productio
plant in Grajewo and the Wieruszow production plawhed by Pfleiderer Prospan S.A., as well as
with a pledge over the production plants' machinery

Other Group subsidiaries did not issue any suretiggiarantees.
d) Shares

For details concerning holdings of shares, see Mpte “Investments in related parties” to the ahnua
consolidated financial statements.
A description of the acquisition of minority intsts is presented in Section 3 of this Report.

18.  Financial risks related to the Group’s operations

a) Objectives and methods of financial risk manageent applied by the Pfleiderer Grajewo
Group

The Group manages all types of financial risk dbscrbelow, which may have a significant effect on
its operations in the future. In its risk managetraocess, the Group focuses on the following risk
types:

» credit risk,

e currency risk,

» liquidity risk,

* interest rate risk.

The objective behind credit risk management issthuce the Group's losses which could follow from
customers’ insolvency. This risk is mitigated witie use of receivables insurance and factoring
services.

The objective of currency risk management is toimige losses arising out of unfavourable changes
in foreign exchange rates. The Group monitors utsency position from the point of view of cash
flows. To manage its currency risk, it first reli@s natural hedging and where necessary uses frwar
contracts. The time horizon adopted for positionnitasing and hedging transactions is up to 12
months.

The objective of financial liquidity management ts protect the Group from insolvency. This
objective is pursued through regular projectiorelbt levels in a five-year horizon, and arrangement
of appropriate financing.

The Group is exposed to credit risk, interest r&gk and currency risk in the ordinary course of
business. Financial derivatives are used to hdugesk related to exchange rate fluctuations.

b) Credit risk

Transactions which expose the Pfleiderer Grajewoufrcompanies to credit risk concern trade
receivables. The credit risk related to trade reddes is limited, as the customer base is vernewid
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and the risk is highly diversified. Therefore, ttredit risk concentration is insignificant. Moreoye
the Group operates a strict receivables managemodiny, whereby the risk of customer insolvency is
mitigated through the use of trade credit insuraamog recourse factoring. In 2013, over 90% of the
Group’s trade receivables were secured in this Wathe event of insolvency of customers who have
insurance coverage, the compensation is paid byntheer. Each customer has a trade credit limit
(usually covered by an insurance limit).

c) Interest rate risk

The Group holds funds in bank accounts and hadlitie® under bank borrowings. The interest rate
risk is related to interest payments under borrg&iwith floating interest rates. The Group does not
hedge the interest rate risk.

d) Currency risk

Foreign currency transactions relate both to puwebaf raw materials and sale of goods. Therefore,
in the event of any exchange rate fluctuationsrdsailting foreign exchange gains and losses are
offset to some extent. Furthermore, the Group malepital expenditure in foreign currencies, and
therefore it monitors its foreign currency posisoon an ongoing basis and hedges open positions —
first, through natural hedging (that is throughefally selecting currencies for contracts), andoselc
through forward and swap transactions. The Groupitmis its currency risk exposure in terms of
cash flows rather than profit or loss.

In 2013, the Pfleiderer Grajewo Group entered antumber of EUR/PLN forward contracts to hedge
against currency risk related to planned tradestetions. The Group had no open forward contracts
as at December 31st 2012.

As at December 31st 2013, the subsidiary SilekolzSpo. had four FX swaps (EUR/PLN) for the
sale of a total of EUR 2,550 thousand in JanuadyFebruary 2014. As at December 31st 2013, the
swaps were measured at PLN 100 thousand.

e) Price risk associated with financial instrumerd

The Group is not exposed to any material priceasdociated with financial instruments

f) Risk of material cash-flow disruptions

Parent and subsidiaries companies are protectadsagay material cash-flow disruptions thanks to
credit facilities available at any time. Materialst-flow disruptions are also unlikely due to cuosto
diversification. All extraordinary expenditure ibvays planned well ahead and accounted for in the
liquidity management process.

Q) Liquidity risk

The Group monitors its financial liquidity on angming basis, both with respect to short-term
liquidity (a few days forward) and long-term ligitid(a few years forward).
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Structure of assets, equity and liabilities disetbs the consolidated balance sheet:

Current ratio Quick ratio cﬁ\llli::?i%en Average payment Inventory
period period turnover ratio

Average trade and other

receivables Average trade and other

Current assets Current assets — inventories Average inventory

—o== PR liabilities
Ci liabil C t liabilit —— Net : 360
urrent liabilities urrent liapilities Net rev_enue: 360 Net revenue: 360 et revenue
Dec 31 2013 0.99 0.45 22 days 54 days 43 days
Dec 31 2012 1.08 0.91 23 days 47 days 42 days

As at December 31st 2013, the Pfleiderer Grajewauf®thad debt under bank borrowings of PLN
154.5m. It also had unused credit facilities of P230.3m. The Group also held cash of PLN 16.5m.

The Group monitors its financial ratios on an ongobasis and, based on its short-term financial
plans, analyses the risk of failure to maintainrtités at the required levels.
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19. Court proceedings

On April 2nd 2012, Pfleiderer Grajewo S.A. (thegd) and Pfleiderer Prospan S.A. (a subsidiary)
received a decision of the President of the OfiteCompetition and Consumer Protection, dated
March 30th 2012, concerning the instigation of -anist proceedings on suspicion that Kronospan
Szczecinek Sp. z 0.0., Kronospan Mielec Sp. z imnopol Sp. z 0.0., Pfleiderer Grajewo S.A. and
Pfleiderer Prospan S.A. acted in collusion to fiatst competition on the domestic chipboard and
fibreboard markets.

During the proceedings, Pfleiderer Grajewo S.A. Bfididerer Prospan S.A., its subsidiary, provided
additional information required by the Office. Ategent, the Parent's Management Board is not able
to assess the risk based on the information avaitalit or determine the estimated closing datthef
proceedings.

Other than the proceedings referred to above, tlaeeeno court, arbitration or administrative
proceedings pending with respect to any liabiliiesclaims of the Group companies, whose value
would represent 10% or more of the Parent’s equity.

20. Material settlements under court proceedings

As at December 31st 2013, the Group did not camyraaterial settlements under court proceedings.
In 2013, there were no circumstances which woulisntiate the recognition of any provisions for
costs of court proceedings.

21. Corrections of errors of past periods

In 2013, the Group did not correct any errors it peeriods.

22.  Corporate governance

Appointment and removal of the management staff

Pursuant to the Parent’s Articles of Associatidie Management Board members are appointed by
Parent’'s Supervisory Board. The Articles of Asstora and resolutions of the Parent’'s General
Meeting do not provide for any special powers fog Management Board members with respect to
making decisions on the issue or repurchase oéshar

Parent's management bodies

The Parent's Management Board must consist ofiat tero members. Members of the Management
Board are appointed for a joint five-year term tifce. The Supervisory Board appoints the President
of the Management Board and, upon his/her reqtiestother members of the Management Board.
The Management Board exercises all powers in thpesof managing the Parent's operations with the
exception of powers reserved for the Parent's @beerning bodies under law or the Parent's Adicle
of Association. The proceedings of the Managemeodr® and the matters assigned to individual
members of the Management Board are defined inl dethe Rules of Procedure of the Management
Board, adopted by the Parent's Management Boardgmved by the Supervisory Board.

The General Meeting appoints the members of theeiSigory Board. The Supervisory Board must

consist of five, seven or nine members. MemberhefSupervisory Board are appointed for a joint
five-year term of office. The Supervisory Board sppses the Parent's activities and operations. The
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powers of the Supervisory Board are defined inAheles of Associations and in law, including the
Commercial Companies Code. The Supervisory Boagptadits rules of procedure, which define
operations of the Supervisory Board in detail.

Amendments to the Parent's Articles of Association

The Articles of Association of the Parent are aneehth line with the procedure specified in the
Commercial Companies Code. No special provisionh véspect to this practice are set forth in the
Parent's Articles of Association.

Proceedings of the Parent's General Meeting

The General Meeting of the Parent has the powesifegd in the Commercial Companies Code and
the Articles of Association. The proceedings of General Meeting are governed by the Articles of
Association and the Rules of Procedure of the Géméeeting, available on the Parent’s web site.

Shares in the Parent

The Parent has not issued any shares grantingaspmmitrol powers. In addition, there are no
limitations on the exercise of voting rights attedhio the shares issued by the Parent. Also, thase

no rights related to the securities issued by e which would be separate from the ownership of
the securities.

Neither the Articles of Association of the Pareriy the Parent's other internal regulations profade
any restrictions on the transferability of the Pérshares. Therefore, transfer of ownership of the
Parent shares is subject only to the limitationgdgsed by the applicable laws and the stock-exchange
regulations.

Financial statements of the Parent and the Group

The Parent’s financial statements are prepared lseparate organisational unit. All financial
statements are reviewed, verified and approvecwaral levels at the Company, which eliminates
risks related to financial reporting.

The Pfleiderer Grajewo Management Board declaras tthe Parent complies with the corporate
governance rules contained in the Code of BesttiiPeafor WSE Listed Companies, appended to the
WSE Supervisory Board Resolution No. 19/1307/2@H2ed November 21st 2012, with the exception
of the following rules, which the Group does noplgp

Rule 1.12

The Group should enable its shareholders to exethes voting right during a General Meeting either
in person or through a proxy, outside the venuethwd General Meeting, using electronic
communication means.

Pfleiderer Grajewo S.A. does not comply with thider given the small nhumber of shareholders
attending the Company's General Meetings. In thaiap of the Pfleiderer Grajewo Management
Board, non-compliance with the above rule does atbtersely affect the shareholders' ability to
participate in the Company's General Meetings.

Rule 111.6
At least two members of the Supervisory Board ghouwet the criteria of being independent from the

company and entities with significant connectionshwthe company. The independence criteria
should be applied under Annex Il to the Commisst@erommendation of February 15th 2005 on the
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role of non-executive or supervisory directors isteld companies and on the committees of the
(supervisory) board. Irrespective of the provisiaispoint (b) of the Annex, a person who is an
employee of the company, its subsidiary or an astat company cannot be deemed to meet the
independence criteria described in the Annex. tfiteh, a relationship with a shareholder preclgdin
the independence of a member of the SupervisorydBas understood in this rule is an actual and
significant relationship with any shareholder wtas lthe right to exercise at least 5% of all votes a
the General Meeting.

Pfleiderer Grajewo S.A. does not observe this ristead, it ensures that an independent member
serves on the Supervisory Board as specified below:

In accordance with the Parent’s Articles of Asstiorg at least one member of the Supervisory Board
consisting of five members, two members of the 8upery Board consisting of seven members, and
three members of the Supervisory Board consistingne members must be independent and satisfy
the following criteria:
a) - they are not members of the governing bodiesflefderer Grajewo S.A.’s parent or of such
parent’s subsidiaries,
b) -they are not employed by Pfleiderer Grajewo S.farent or by such parent’s subsidiaries,
c) - they are not relatives (a spouse, direct descermtadirect ascendant) of a member of the
governing bodies of Pfleiderer Grajewo S.A. or igtbeer Grajewo S.A.’s parent.

Rule IV.10

The Group should enable its shareholders to ppatiei in a General Meeting using electronic
communication means through:

1) real-life broadcast of General Meetings;

2) real-time bilateral communication where shardard may take the floor during a General Meeting
from a location other than the General Meeting.

Pfleiderer Grajewo S.A. does not comply with thider given the small number of shareholders
attending the Company's General Meetings. In thaiap of the Pfleiderer Grajewo Management
Board, non-compliance with the above rule does atbtersely affect the shareholders' ability to
participate in the Company's General Meetings.
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23. Auditor

The separate and consolidated financial statemmmtsaudited and reviewed on the basis of the
decision made by the General Meeting on June 23t@ ®n appointment of the auditor. Pursuant to
the resolution, the following entity was appointkd auditor:

KPMG Audyt Spotka z 0.0. spétka komandytowa,
ul. Chtodna 51,
00-867 Warszawa, Poland

The financial statements were audited pursuanhéoagreement executed between KPMG and the
Company. The agreement, dated July 9th 2013, pedvidr the review of the interim separate
financial statements of Pfleiderer Grajewo S.Ae farent, and the interim consolidated financial
statements of the Pfleiderer Grajewo Group. Thedteeto KPMG under the Agreement was PLN 84
thousand. The most recent agreement with KPMG ddawey 9th 2013, provided for an audit of the
annual separate financial statements of Pfleidérajewo S.A. and the annual consolidated financial
statements of the Pfleiderer Grajewo Group foffittencial year ended December 31st 2013, prepared
in accordance with the IFRS, as well as for an taoflthe Group’s annual report. The fee due to
KPMG under the agreement is PLN 203 thousand.

The total fee for the audits specified above witlcaint to PLN 302 thousand (PLN 329 thousand for
the previous financial year).

24.  Audit Committee
All duties of an audit committee were assignechtoRfleiderer Grajewo Supervisory Board.

25. Non-recurring events affecting the Pfleiderer Gragwo Group’s financial
performance

No non-recurring events which might affect the ideer Grajewo Group’s financial performance
occurred in 2013.

26. Changes in the composition of the Parent's ManagemeBoard
On June 26th 2013, Radostaw Wierzbicki resignethftibe position of Member of the Management
Board, Operational Director of Pfleiderer Grajewd\.SSimultaneously, Mr Radostaw Wierzbicki
resigned from the position of Member of the ManagetmBoard of Pfleiderer Prospan S.A. and

Member of the Management Board of Pfleiderer MDE 5p.o. (both companies are subsidiaries of
Pfleiderer Grajewo S.A.).

27. Changes in the composition of Parent's Supervisorgoard

On February 12th 2013, Mr Hans-Kurt von Werdergesd from the position of Member of Parent's
Supervisory Board, effective from February 26th201

In accordance with a resolution of the Extraordin&eneral Meeting, on February 26th 2013, Mr
Richard Mayer was appointed Member of Parent's iISigmey Board.
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28. Other activities of the Group

Events subsequent to the end of the reporting period

On January 9th 2014, Silekol Sp. z 0.0. efiKierzyn Kdle, a subsidiary of Pfleiderer Grajewo S.A.,
executed a framework agreement with Grupa AzotyathkAzotowe Putawy S.A. of Putawy for the
supply of urea, which Silekol Sp. z 0.0 uses as\afkedstock in the manufacture of adhesive amino
resins. Under the agreement, the supplier has @goesupply urea to Silekol Sp. z 0.0. in specified
amounts, and Silekol Sp. z 0.0. has agreed to atleesupplied urea. The purchase price of the urea
will be determined based on a price formula spediiin the supply agreement. The agreement has
been concluded for a period of five years, andaked value of urea to be supplied throughoutatsit

is estimated at PLN 216.4m. The agreement mayrba@rtated with six months' notice if either Party
defaults on a material obligation under the agregmand fails to duly fulfil that obligation in
accordance with the agreement within 30 days ofmigalbeen called to do so. For the Azoty Group,
the agreed urea supplies will be coordinated byp&wroty Zaktady Azotowe &dzierzyn S.A.

On January 9th 2014, Silekol Sp. z 0.0. efiKierzyn Kdle, a subsidiary of Pfleiderer Grajewo S.A.,
executed a framework agreement with Grupa AzotyathkAzotowe Kdzierzyn S.A. of Kdzierzyn
Kozle (“GA ZAK") for the supply of urea, which Silekdbp. z 0.0 uses as a key feedstock in the
manufacture of adhesive amino resins. Under theeagent, GA ZAK has agreed to supply urea to
Silekol Sp. z o0.0. in specified amounts, and Siléko. z 0.0. has agreed to accept the supplied urea
The purchase price of the urea will be determinased on a price formula specified in the supply
agreement. The agreement has been concluded &ical pf five years, and the total value of urea to
be supplied throughout its term is estimated at BOM.2m. The agreement provides for contractual
penalties in the event of failure to supply or gtagea in maximum amounts representing 25% of the
value of urea not supplied or not accepted. Paywietite contractual penalties does not preclude the
Parties' right to seek compensation in excessesfettamounts. The agreement may be terminated with
six months' notice if either Party defaults on aemal obligation under the agreement and fails to
duly fulfil that obligation in accordance with tlgreement within 30 days of having been calledbto d
s0. Within the Azoty Group, urea supplies will moinated by GA ZAK.

On January 20th 2014, Pfleiderer Grajewo S.A.haspurchaser, and Pfleiderer Service GmbH of
Neumarkt, Germany, as the seller, signed an agmefoe the purchase of shares in subsidiary
Pfleiderer MDF Sp. z o0.0. of Grajewo. The agreenveais signed pursuant to the provisions of the
preliminary purchase agreement dated December 2718 after the condition provided for in the
preliminary agreement was satisfied.. The purchegreement concerned 135,328 non-preference
shares with a par value of PLN 500 per share. Threhase price for the shares amounted to EUR
6,988 thousand (an equivalent of PLN 29,070 thadisan

Following the purchase, Pfleiderer Grajewo S.A.dsol00% of Pfleiderer MDF Sp. z 0.0.’s share
capital.

On January 30th 2014, Pfleiderer Prospan S.A. afrMgzéw, a subsidiary of Pfleiderer Grajewo
S.A., terminated the factoring agreement signedh WAEKAO Faktoring Sp. z o.0. of Lublin on
September 26th 2007. The termination took effeerahe lapse of one month's notice period, that is
on February 28th 2014. The termination follows frtiva decision to change factoring firms financing
Pfleiderer Prospan SA's trade receivables and doiesntail any material financial consequences for
Pfleiderer Prospan SA.

Simultaneously, on January 30th 2014, Pfleideresspan S.A. and BZ WBK Faktor Sp. z 0.0. of
Warsaw signed a factoring agreement for non-reeofirancing of Pfleiderer Prospan S.A.'s trade
receivables, with a limit of PLN 80,000,000. Theesgnent will enter into force on the day when BZ
WBK Faktor Sp. z 0.0. receives Pfleiderer ProspAls $presentation on termination and settlement
of the factoring agreement between Pfleiderer Rio§A and PEKAO Faktoring Sp. z 0.0.
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Economic forecast for the foreseeable future

Given the current economic climate, the Group waftain from publishing its forecast for 2014 until
the market volatility subsides and the Polish magdkéurniture manufacturers becomes more stable.

Pfleiderer Grajewo Management Board
and Pfleiderer Prospan S.A.

Wojciech Gytkiewicz
President of the Management Board

Rafat Karcz
Member of the Management Board, Chief
Financial Officer

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Grajewo, April 25th 2014
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