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FINANCIAL HIGHLIGHTS

Sales revenue

Operating profit/loss

Pre-tax loss

Net loss attributable to owners of the parent

Net cash provided by/(used in) operating activities
Net cash provided by/(used in) investing activities
Net cash provided by/(used in) financing activities
Total net cash flow

Basic loss per share

(PLN / EUR)

Diluted loss per share

(PLN / EUR)

Total assets

Liabilities

Non-current liabilities

Current liabilities

Equity

Share capital

Number of shares

Book value per share (PLN / EUR)

Jan 1-Jun 30 Jan 1-Jun 30 Jan 1-Jun 30 Jan 1-Jun 30
2010 2009 2010 2009
620,604 558,69C 154,988 123,647
(2,005) 9,50 (501) 2,103
(18,163, (38,456, (4,536) (8,511)
(10,476, (28,081, (2,616) (6,215)
1,793 25,33¢ 448 5,607
(16,419, (114,568) (4,100) (25,356)
42,43¢ 76,691 10,597 16,973
27,807 -12,543 6,944 -2,776
(0.21) (0.57; (0.05) (0.06)
0
(0.21) (0.57; (0.05) (006)
PLN ‘000 EUR ‘000

Jun 30 2010 Dec 31 2009 Jun 30 2010 Dec 31 2009
1,994,969 1,872,896 481,202 455,892
1,442,348 1,355,583 347,906 329,970
1,110,601 452,358 267,886 110,111
331,747 903,225 80,020 219,859
552,621 517,313 133,297 125,922
16,376 16,376 3,950 3,986
49,624,000 49,624,000 49,624,000 49,624,000
11.14 10.42 2.69 2.54
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GENERAL INFROMATION

The Pfleiderer Grajewo Group is composed of simliNgsion enterprises. The Group’s parent undergks
Pfleiderer Grajewo S.A, which conducts its businagsrajewo, a town situated in north-eastern Rablan

The parent undertaking, under its former name dftatly Pyt Wiérowych S.A. of Grajewo, was originall
registered on July 1st 1994 by the District CoGdammercial Court of Lota, in the Commercial Register in
Section B under entry No. 270. Subsequently, on Bidy 2001, it was registered by the District Cowirt
Biatystok, XII Commercial Division of the Nation&lourt Register, under entry No. KRS 0000011422. On
September 18th 2002, the Management Board of BfieidSrajewo S.A. received the decision of therigist
Court of Bialystok on entering the Company’s newnnain the National Court Register. Accordingly, on
September 18th 2002, the Company’s former namechanged to Pfleiderer Grajewo S.A. The registered
office of Pfleiderer Grajewo S.A. is situated at Widrowa 1, Grajewo, Poland. The Company shares ar
traded on the public market. In accordance with Riodish Classification of Business Activities, Rilerer
Grajewo S.A. is registered under No. 1621 Z.

Below is presented a brief description of the othredertakings of the Pfleiderer Grajewo Group:

Pfleiderer Prospan S.A — a joint-stock company entered into the Polismmercial register maintained by
the District Court of Kalisz under No. RHB 1754, 8aptember 23rd 1997, under the name of Zaktadly Pty
Wiérowych Prospan S.A.; later, on September 17012@egistered at the District Court of tzé8rédmigcie,

XX Division of the National Court Register, undeo NKRS 0000042082.

REGON (Industry Identification Number): 250744416
NIP (Tax Identification Number): 619-17-42-967
Registered office: ul. Bolestawiecka 10, 98-#0eruszéw, Poland

Pfleiderer OOO - a limited liability company incorporated unddretlaws of the Russian Federation,
registered on January 15th 2003 by the Interregimsaection No. 3 of the Novgorod District of thenistry
of Duties and Taxes of the Russian Federation.

Uniform Registration Number: 1035301200164

NIP (Tax Identification Number): 5310011273

Registered office: 106 Tsentralnaya Street, Noogg@blast 173502, the Russian
Federation

Pfleiderer MDF OOO - a limited liability company incorporated under tlagvs of the Russian Federation,
registered on September 11th 2007 by the Intemadjinspection No. 3 of the Novgorod District ofeth
Ministry of Duties and Taxes of the Russian Fedienat

Uniform Registration Number: 1075321005396

Tax Identification Number: 5310014147

Registered office: 106 Tsentralnaya Street, Noogg@blast 173502, the Russian
Federation.

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

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

Pfleiderer MDF Sp. z 0.0.— a company entered into the National Court RegiBy the District Court of
Biatystok, Xl Commercial Division of the Nation&ourt Register in Biatystok, under No. KRS 174810 o
October 9th 2003.
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REGON (Industry Identification Number): 330994545
NIP (Tax Identification Number): 719-13-99-317
Registered office: ul. Wiérowa 1, 19-203 Grage\Wwoland

Jura Polska Sp. z 0.0— a company entered into the National Court Reglsy the District Court of Katowice,
Commercial Division of the National Court Registemder entry No. KRS 149282 on November 24th 1999.

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

Unifloor Sp. z 0.0.(in liquidation) — company entered into the National Court Regisyethe District Court
of Biatystok, Commercial Division of the Nationab@t Register, under entry No. KRS 0000237233 areJu
29th 2005.

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

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

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

As at December 31st 2007 the company’s operati@mne suspended.

Pfleiderer Grajewo S.A’s, Pfleiderer Prospan S.R#eiderer MDF Sp. z 0.0.’s and Pfleiderer OOQJsibess
consists in the manufacturing of wood products, ufecturing and veneering of chipboard, impregnatibn
paper, trading activities in Poland and abroadyigion of industrial services related to the Compsirtore

business as well as other services based on trextakithgs’ resources. The other companies pro\edeces

and raw materials to the Group undertakings.

Information on the other undertakings’ businesdil@® and inclusion of the undertakings in consation is
presented in the notes to the interim consolidateshcial statements.

As at June 30th 2010, the Management Board ofdefter Grajewo S.A. was composed of:

1. Wojciech Gtkiewicz - President

2. Johann Bitzi - Vice President
3. Rafat Karcz - Member

4. Dariusz Tomaszewski - Member

5. Radostaw Wierzbicki - Member

On May 5th 2010, the Supervisory Board of PfleidgBgajewo S.A. appointed Mr Johann Bitzi as Vice-
President of the Company’s Management Board.

Composition of the Supervisory Board as at Junk 301.0:

1. Pawet Wyrzykowski - Chairman
2. Hans H. Overdiek - Member
3. Michael Wolff - Member
4. Heiko Graeve - Member
5. Jan Waniak - Member
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On January 12th 2010, the General ShareholdersimMdeappointed two new Members to the Supervisory
Board of Pfleiderer Grajewo S.A.: Mr Heiko GraevelaMr Jan Waniak.

Pfleiderer Grajewo S.A.'s shareholder structure:

Shareholder structure

based on the latest notifications Number of % of share Number of % of votes at
received from the company’s shares capital held votes at GM GM
shareholders
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%

Pfleiderer Grajewo S.A. is a subsidiary undertalondfleiderer Service GmbH, which holds 65.11% o
shares in Pfleiderer Grajewo S.A. In the perioduday 1st — June 30th 2010, the number of the Cogynpan
shares held by its main shareholder, Pfleidereri&GmbH, did not change
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Structure of the Group as at June 30th 2009:

Unifloor Sp. z o.0.
Pfleiderer MDF OOO

(in liquidation)

Subsidiary undertaking
Subsidiary undertaking
100% 50%
Pfleiderer Prospan S.A. Jura Polska Sp. z o.0.
Subsidiary undertaking Subsidiary undertaking
100%
100%
Pfleiderer Grajewo S.A.
Parent undertaking
50 4.19%*
Pfleiderer MDF Sp. z o.0. Pfleiderer OO0
Subsidiary undertaking Subsidiary undertaking
100% 50%
Pfleiderer Services Sp. z 0.0. Silekol Sp. z 0.0.
Subsidiary undertaking Subsidiary undertaking

1. The main shareholder of Pfleiderer Grajewo $&/&Rfleiderer Service GmbH , which holds 65.11% of

the Company shares.

50% of shares in Pfleiderer MDF Sp. z o.0. igl Iy Pfleiderer Service GmbH.
50% of shares in Silekol Sp. z 0.0. is held Bgiterer Europe GmbH.

50% of shares in Pfleiderer MDF OOQ is held Bgiferer Schweiz AG.

rpwN

Parent undertaking Pfleiderer Grajewo S.A. hold8656f shares and votes in subsidiary undertakings
Pfleiderer MDF Sp. z o.0., Silekol Sp. z o.0., &fteiderer MDF OOO, but it exercises control ovieose
undertakings as its has the power to govern tlméntial and operating policies through the rightappoint

and remove from office a majority of their managetrt®gard members.

* Pfleiderer Grajewo S.A. holds a call option eriadplit to repurchase the shares acquired by the[EBRany
time. EBRD holds a put option enabling it to sdietshares to Pfleiderer Grajewo S.A. if the finagci
agreements are breached or after June 19th 20¥2efbhe, from the parent undertaking’s point ofwie

Pfleiderer OOOQ is treated as a subsidiary undergakiholly-owned by Pfleiderer Grajewo S.A.
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The remuneration of the management staff of theu@roncluding bonuses, paid and payable for thenem
period was PLN 1,685 thousand.

The managerial contract concluded with Wojciecdftk@wicz, President of the Management Board, presid
for compensation payable in the event of early ileation of the contract by the Company. Under thetiact,
the amount of the compensation is PLN 2,556 thalidass the sum of fixed monthly salaries received b
Wojciech Gitkiewicz from the Pfleiderer Grajewo Group companikiring the life of the contract. Wojciech
Gatkiewicz is not entitled to receive the compensatfdhe grounds for terminating the managerialtcaet by
the Company are either material non-performanémproper performance of the contract.

1. Number of Pfleiderer Grajewo S.A. Shares Held byhe Management Staff of Pfleiderer Grajewo
S.A.

As at the publication date of this report the hoddi of the Management Board members were as fallows

- Mr Wojciech Gtkiewicz, President of the Management Board, h&ld00 Company shares (as at March 31st
2010: 2,500 shares; the 500 additional shares acgpaired on July 2nd 2010);

- Mr Johann Bitzi, Vice-President of the Managent®oard, did not hold any Company shares;

- Mr Rafat Karcz, Member of the Management Boardd8,472 Company shares;

- Mr Dariusz Tomaszewski, Member of the ManageniBzard, held 4,108 Company shares;

- Mr Radostaw Wierzbicki, Member of the ManagemBaard, held 2,000 Company shares.

Mr Pawet Wyrzykowski, Chairman of the Supervisoryaled, held 4,080 Company shares. Other members of
Pfleiderer Grajewo S.A.’s Supervisory Board did hokd any shares in the Company.

2. Use of Bank Loans

On March 16th 2010 , Pfleiderer Grajewo S.A., taeept undertaking and its subsidiaries Pfleideresfan
S.A. and Silekol Sp. z o.0. (“the Subsidiaries”eexted a PLN 700,000,000 credit facility agreemiti

a bank syndicate. The syndicate comprised Bank REISAA. as the syndication agent (“the Agent”), Bank
Zachodni WBK S.A., BRE Bank S.A., Fortis Bank Palsk A. and Bank Gospodaikywnosciowej S.A. (“the
Banks").

The credit facility extended to the Company untleragreement is split into two tranches:
- Tranche A in the amount of PLN 530,000,000, ia fitwrm of a non-revolving loan to be used to repay
the outstanding debt under loans owed by the Coyngad the Subsidiaries to the Banks;

- Tranche B in the amount of PLN 170,000,000, mfibrm of a working capital revolving facility teeb
used to repay the outstanding debt under loans bweéide Company and the Subsidiaries to the Banks
and to finance the Company’s day-to-day operations.

Repayment of the credit facility is secured withuember of instruments, including:
- mortgages over the real estate owned by the Coynpad the Subsidiaries, on which production faesi
are located,;

- pledge over the assets owned by the Companyhen8ubsidiaries (pledge over a business);

- financial and registered pledge over the Compmasirares in the Subsidiaries; the pledge cover& X0
the shares in Pfleiderer Prospan S.A. and 50%eo$hilares in Silekol Sp. z 0.0.;

- financial and registered pledge over the Compmawpd the Subsidiaries’ bank accounts;

- assignment by way of security of the Companyanpbnd equipment intended to be used for the gerpo
of the MDF project in Russia.



= Directors’ Report on the Operations of the PflegatéBrajewo Group
PFLEIDERER in the period January 1st — June 30th 2010

Additionally, as a condition attached to the crefditility, after the credit facility is made avdle an
agreement creating a pledge over Pfleiderer Grajgwo’'s shareholding in Pfleiderer MDF OOO is to be
executed and the scope of security to be createdRfieiderer MDF OOQ'’s assets is to be agreed.

Under the agreement, the Subsidiaries will be lpiahd severally liable for the liabilities assumiey the
Company as the borrower.

As a result of the new credit facility agreemeriit,tlee existing credit facility agreements conclddey the
Company and the Subsidiaries with the Banks wemitated and paid up in full with proceeds frora trew
credit facility.

Moreover, Pfleiderer OOO of Russia was advancediraestment loan by the European Bank for
Reconstruction and Development, repayable in imgats by October 11th 2013. The original loan arhoun
was EUR 35m. The amount outstanding under thedsaat June 30th 2010 was EUR 15.7m.

In addition, Pfleiderer OOO finances its workingital with a bank loan in the form of an overdraitility at
ZAO RaiffeisenBank, which falls due in Septembet@0As at June 30th 2010, the amount outstandidgrun
this facility was RUB 51.4 m.

Furthermore, in performance of the agreement viighEuropean Bank for Reconstruction and Developnient
Q2 2007, Pfleiderer OOOQ issued, and the EBRD aeduimew shares worth EUR 7m. The agreement provides
for the Bank's equity involvement until June 19t012. Thereafter, the shares will be sold to Pfiede
Grajewo S.A. Pfleiderer Grajewo S.A. has a callapenabling it to repurchase the shares held &\Bdmk at

any time. The Bank has a put option over the shavhsreby it may sell the shares to the Compartiaf
financial agreements executed between the ComAlejderer OOO and the Bank are breached, or iethe

a risk that the shares might not be repurchastdteaxpected date. The annual finance expensémgela the
transaction, resulting from the difference betwtenpurchase price and the selling price of theeshavill be
equal to the interest expense on the loan advancdte Bank.

As at June 30th 2010, the amount of loans conuldayePfleiderer MDF Sp. z 0.0. was PLN 294m. OneJun
30th 2010, Pfleiderer MDF Sp. z 0.0. executed arearno the agreement, extending the term of thekiwgr
capital facility until July 31st 2010. On July 302010, a new annex was signed, extending the térALN
57m credit facility by three years, until June 3R€1.3.

As at June 30th 2010, Pfleiderer Prospan S.A. ale#db Sp. z 0.0. did not have any amounts outstand
under bank loans.

For information on the interest rates applicableh® loans, please refer to Section 11 of the dmzged
financial statements.

As at June 30th 2010, the amount outstanding umlderbank loans taken out by the Group totalled
PLN 1,017m.

As at June 30th 2010, the Group companies did ane ny loans other than those described above.

3. Material Related-Party Transactions in H1 2010.

Information on material transactions executed wélated parties in H1 2010 is provided in Note d&he
Supplementary Notes to the Group’s annual condelitifinancial statements. In 2010, the Group ditd no
conclude any related-party transactions other timaarms’ length basis.

4, Management of the Pfleiderer Grajewo Group’s Fiancial Resources in H1 2010.

In H1 2010, Pfleiderer Grajewo S.A. financed it®i@tions mainly with bank loans, supplemented veisues
of notes to Pfleiderer Prospan S.A. and SilekolZSmo.
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As at June 30th 2010, the par value of the paredeémaking’s debt under notes in issue totalled PI6Rm,
while as at the same date its debt under bank lwar€PLN 676m. The amount includes a loan fromiddter
Service GmbH in the amount of PLN 21m.

Pfleiderer MDF OOO financed the construction oflanp in Russia with loans advanced to it by Pfleide
Grajewo S.A. and Pfleiderer AG. As at June 30th(2ahe debt outstanding under the loans advanced to
Pfleiderer MDF OOO by Pfleiderer AG amounted to PLN..7m.

Pfleiderer MDF Sp. z 0.0. was advanced a loan Igid&frer Service GmbH in the amount of PLN 23.9ime T
loan is subordinated to an investment loan takérabBKO BP S.A., and will be repaid (principal anterest)
once the bank loan has been fully repaid.

As at June 30th 2010, the Group’s net debt underd@and borrowings amounted to PLN 1.174m.

For detailed information on all liabilities undesahs and borrowings as well as contingent liabgitand
security as at June 30th 2010, see Note 11 and Nmteespectively, of the interim condensed finahci
statements of the Group of August 18th 2010.

5. Financial Instruments

Overview of the Financial Instruments

a) Forward Transactions

Forward transactions included purchase of foreigmemcy at a predetermined rate. In 2010, Pfleidere
Grajewo S.A. used forward contracts to hedge theenay risk related to business transactions (safes
products, purchases of raw materials, capital edipgne in foreign currencies).

b) Guarantees, Sureties and Security Provided byre Group

As at June 30th 2009, the Group had the followimgfiogent liabilities and provided the followingcseity:
1. Mortgage over Real Estate and Registered PledgePlant and Equipment

A mortgage over real estate and a registered plenlgg plant and equipment serve as security for
a PLN 242,034 thousand investment loan grantedfieaderer MDF Sp. z 0.0., a member of the Pfleidere
Group, by PKO Bank Polski S.A. on January 15th 200i& a special purpose loan contracted to fieathe
construction of a new MDF board production plantGnajewo. The mortgage secures liabilities up to
PLN 356,860 thousand. The registered pledge sediafgifities up to PLN 450,000 thousand and hasnbee
created over a floating group of assets owned Igiderer MDF Sp. z 0.0. (floating charge). The geds
updated on a quarterly basis to take account ofcliaynges in the company’s movable property (plawt a
equipment, vehicles). As at June 30th 2010, theau@sodebt under the investment loan totalled PLKN,&37
thousand.

2. Mortgage over Real Estate Located at ul. Wiorddrajewo

A mortgage of up to PLN 80,000 thousand created twe real estate located at ul. Wiérowa, Grajearo,
which the MDF plant is situated, serves as sectioitya multi-purpose credit facility for the totamount of
PLN 65,000 thousand, granted to Pfleiderer MDFZSp.0., a member of the Pfleiderer Group, by PK@KBa
Polski S.A. on August 29th 2007. As at June 30th02@he Group’s debt under the multi-purpose crieditity
totalled PLN 54,271 thousand.

As at June 30th 2010, Pfleiderer Grajewo S.A.,gheent undertaking, granted surety in respect ladfuak
promissory note issued by 3Spare Sp. z o.o. forbeeefit of Bank B@, for the amount of up to PLN
35,624 thousand. The maximum amount of the blamkn@sory note, as specified in the promissory note

9
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declaration, is PLN 35,624 thousand. The abovemeeti surety relates to an investment loan advahged
Bank B& S.A. to 3Spare Sp. z 0.0.

As at June 30th 2009, 3Spare’s debt under the #mbvanced by Bank BG S.A. stood at PLN 15,661
thousand.

On March 25th 2010, Pfleiderer Grajewo S.A. (“thentpany”) and its subsidiaries Pfleiderer Prospan S.
and Silekol Sp. z o0.0. (“the Subsidiaries”) exeduecurity agreements and documents granting $gevith
respect to the debt arising under the credit tgciigreement concluded on March 16th 2010 with Bank
PEKAO S.A., Bank Zachodni WBK S.A., BRE Bank S.&grtis Bank Polska S.A. and Bank Gospodarki
Zywnosciowej S.A. (‘the Banks”).

In order to secure the Banks’ claims under theitfedility agreement, on March 25th 2010 the Compand
the Subsidiaries executed documents and agreembateby — in particular:
= contractual blanket security mortgages were creaved the Company’s and the Subsidiaries’ realtesta
on which production facilities are located,
registered pledges were created over the asseeddwnthe Company and the Subsidiaries;
registered and financial pledges were created aveunts credited to bank accounts;
assignment of rights by way of security was made;
the Company'’s interest in joint ownership of plantl equipment intended to be used for the purpafses
the MDF project in Russia was assigned by way ofisty;
= financial and registered pledges were created theeilCompany’s shares in the Subsidiaries; the pledg
covers 100% of the shares in Pfleiderer Prospan&hé 50% of the shares in Silekol Sp. z 0.0. yHiae
of the pledged shares in Pfleiderer Prospan S.A tla@ pledged shares in Silekol Sp. z 0.0., adadied
in the Company’s accounting books, stands at PLN,165 thousand and PLN 23,343 thousand,
respectively).

The Company holds 2,462,136 ordinary registeredeshian Pfleiderer Prospan S.A. with the aggregate p
value of PLN 246,213,600, representing 100% ofctirapany’s share capital and 100% of the total abiées
General Shareholders Meeting.

The Company holds 22,700 shares in Silekol Sp.oz with the aggregate par value of PLN 22,700,000,
representing 50% of the company’s share capitab@tl of the total vote at its General Shareholtiésting.

Furthermore, on March 25th 2010 the Company, thesifliaries and the Banks signed a creditors agneeme
with the European Bank for Reconstruction and Dgwelent (“EBRD”), which is providing financing to
Pfleiderer OOO of Russia (a subsidiary of the Camgpaunder credit facility agreement of Decemberh27t
2005. Under the creditors agreement, the partiesedgupon the scope of the security to be createdtbe
Company’s and the Subsidiaries’ assets.

In connection with the aforementioned creditorseagrent, Pfleiderer Prospan S.A. and Silekol Spoz o
joined the following agreements executed on Decer@B&éh 2005 between Pfleiderer Grajewo S.A. and the
EBRD: (a) the guarantee agreement securing EBRRiss under the credit facility extended to Pfleate
OO0 and (b) the put/call option agreement concerRifteiderer OOO shares

In order to secure EBRD'’s claims under the guamatreement and the put/call option agreement, arciv
25th 2010 the Company and the Subsidiaries exeagpegments and documents whereby:

= contractual blanket security mortgages were created the Company’s and the Subsidiaries’ reatesta
which production facilities are located;

= registered pledges were created over the assetsdomnthe Company and the Subsidiaries (pledge aver
business);

In addition, in H1 2010, the following agreementsre executed to provide security for the benefithaf
EBRD with respect to a loan advanced to Pfleid®®0O pursuant to the agreement of December 27th: 2005

1. On April 30th 2010, an agreement was executedh® establishment of a pledge for the benefithef
EBRD over movable assets owned by Pfleiderer OOsDpaidiary of Pfleiderer Grajewo S.A.

10
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2. On April 29th 2010, a mortgage was establislwedHe benefit of the EBRD over real estate owngd b
Pfleiderer OOO, a subsidiary of Pfleiderer Graje®é., on which a production facility is located.eTh
mortgage was established pursuant to a mortgagemagnt of April 26th 2010.

3. On April 30th 2010, a pledge established forlibaefit of the EBRD over the equity interest hisydthe
Company in Pfleiderer OOO was registered. The @edgs established over one share in Pfleiderer
OO0Q'’s share capital, representing 84.1913% of tmapany’s share capital and conferring the right to
84.1913% of the total vote at Pfleiderer OOO’s Gah8hareholders Meeting. The pledge was establishe
pursuant to a pledge agreement of April 26th 2010.

Financial Risks Related to the Company’s Operations

a) Objectives and Methods of Financial Risk Managaent Adopted by the Pfleiderer Grajewo Group
Companies

The Group manages all types of risk described be&lbweh may have a significant effect on its openagi in
the future. In its risk control measures, the Gringuses on the following risk types:

- credit risk
- currency risk
- liquidity risk.

The objective behind credit risk management iseaduce the Company’s losses which may follow from
customers’ insolvency. This risk is mitigated thghunsurance of receivables and non-recourse fagtor

The objective of currency risk management is toimise losses arising out of unfavourable changdsrgign
exchange rates. The Group monitors its currencytipnsirom the point of view of cash flows rathdran
profit or loss. To manage the currency risk, itfirelies on natural hedging and where necessasy fosward
contracts. The time horizon adopted for positiomitasing and hedging transactions is up to 12 manth

The objective of financial liquidity managementtisprotect the Group against insolvency. This dbjecis
pursued through regular projection of debt levelsai five-year horizon, and arrangement of apprtpria
financing sources.

b) Credit Risk

Transactions which expose the Pfleiderer Grajewau@rcompanies to credit risk concern trade recégab
The credit risk related to trade receivables idtéch as the customer base is very wide and theigikighly
diversified. Therefore, the credit risk concentratis insignificant. Moreover, the Group maintaemsstrict
receivables management policy, whereby the riskustomer insolvency is mitigated through the ustaife
credit insurance and recourse factoring. In 20pPrax. 85% of the Group’s trade receivablesse secured in
this way. In the event of insolvency of customehowave insurance coverage, the compensaipaid by the
insurer. Each customer of the Company has a tnaadit cimit (usually it corresponds to the insuradienit).

c) Interest Rate Risk

The Group holds funds in bank accounts and ha#itie® under bank loans. The interest rate riskelated to
interest payments under loanih floating interest rates. The Group does natgeethe interest rate risk

d) Currency Risk

As at the date of these financial statements, oayraisk under foreign-currency loans is borne obily
Pfleiderer OOO of Russia (in connection with a edeoominated loan) and by Pfleiderer MDF OOO (in
connection with euro-denominated intra-group loaRfgiderer Grajewo S.A. is also exposed to thé&RERILN
currency risk, in connection with a EUR 5m loaneiged from Pfleiderer Germany. However, this positis
offset with a long EUR/PLN position in that compangsulting from the excess of exports over impaitsl
therefore the currency risk is in this case largdigninated. The other companies are not subjectuaency
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risk under foreign-currency loans.

Foreign currency transactions relate both to pugekaf raw materials and sale of goods. Thereforthe
event of any exchange rate fluctuations the resylitoreign exchange gains and losses are offsebrnee
extent. Furthermore, the Group makes investmengrekfure in foreign currencies, and therefore inmars
its foreign currency positions on an ongoing basid hedges open positions — first, through natwedbing
(that is through carefully selecting currencies ¢ontracts), and second, through forward transastidhe
Group monitors its currency risk exposure in teahsash flows rather than profit or loss.

Furthermore, Pfleiderer Grajewo S.A. is exposedaumency risk resulting from RUB denominated loans
extended to Pfleiderer OOO and Pfleiderer MDF O@@Durrently, the Company does not hedge these
positions.

e) Price Risk

Given the nature of their production business dmdstandard market practice, the Group companiasotio
hedge against changes in prices of raw materiads pgoducts on commodity markets. Selling prices of
products are flexible and may change dependindpoinstance, changes in prices of raw materials.

f) Risk of Material Cash-Flow Disruptions

The Group companies are protected against any ialatesh-flow disruptions as they have credit fe8 of
very high amounts available to them at any timetevlal cash-flow disruptions are also unlikely dize
customer diversification. All extraordinary expetude is always planned well ahead and accounteadhftirte
liquidity management process.

g) Financial Liquidity Risk

As at June 30th 2010, the Pfleiderer Grajewo Groag debt under loans in the amount of PLN 1,017m;
concurrently, it had unused credit facilities (nipdong-term credit limits) of PLN 83m. In additip the
Group holds cash in the amount of PLN 59m.

On March 16th 2010, the Group executed a PLN 7@0dusand credit facility agreement with a bank
syndicate. Pursuant to the agreement, on March281l1 the Group repaid PLN 582,483 thousand ob#rk
loans disclosed as at the reporting date. Whilentve financing will drive up finance expenses iri@@nd in
subsequent years, the financial covenants it imdute much less stringent and it will provide Btieiderer
Grajewo Group with liquidity over the next four yeaThe new credit facility agreement providesdarmariable
bank margin linked to the ratio of net financiabtieo EBITDA.

The availability of the credit facilities depends meeting the ratios set by the banks, based osotidated
financial data. The principal ratios are:

« financial debt to EBITDA,

» total equity to total assets,

e current assets to current liabilities,

* debt-service coverage ratio,

* EBITDA for 2010.

The Group analyses the ratios on an ongoing basis lzased on its short-term plans, analyses theofis
failure to meet the ratios.

The level of and exposure to currency, credit amnerest rate risks have not changed significamtynftheir
respective values disclosed in the Group’s mogrneannual report (for 2009).

6. 2010 Performance Forecast

Given the current economic climate, the Group wélirain from publishing its forecast for 2010 urttile
market volatility subsides and the Polish markduafiture manufacturers becomes more stable.
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7. Court Proceedings

There are no court, arbitration or administrativeceedings pending with respect to any liabilibeglaims of
the Group companies, whose value would represéntdrOnore of the Company’s equity.

8. Events Subsequent to the Balance-Sheet Date

On June 30th 2010, Pfleiderer MDF Sp. z o.0. sigaedinnex under which the term of a working capital
facility was extended until July 31st 2010. Subsatly, on July 30th 2010, another annex was signed
providing for an extension of PLN 57m credit fagilby three years, that is until June 30th 2013.

Management Board of Pfleiderer Grajewo S.A.
and Pfleiderer Prospan S.A.

Wojciech Gatkiewicz
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