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PFLEIDERER GRAJEWO S.A.
(all amounts in PLN ‘000)

Management Board's statement

Pursuant to the Regulation of the Minister of Fzewon current and periodic information to be puids

by issuers of securities and conditions for reciigmias equivalent of information whose disclosigre
required under the laws of a non-member stateddasdbruary 19th 2009 (Dz. U. of 2009, No. 33, item
259), the Pfleiderer Grajewo Management Board sepms that to the best of its knowledge the annual
separate financial statements for the year endegrbiger 31st 2011 and the comparative data have been
prepared in compliance with the applicable accognpolicies and give a fair and clear view of the
Company’s assets, financial standing and finan@allts, and that the annual Directors’ Report e t
Company’s operations gives a fair view of its depehent, achievements and standing, including a
description of the key risks and threats.

The Management Board of Pfleiderer Grajewo S.Araggnts that the qualified auditor who audited the
annual separate financial statements was appointedmpliance with applicable laws, and that bdta t
auditing firm and the qualified auditors who penfied the audit meet the conditions required to issue
impartial and independent opinion on the auditeguahseparate financial statements, in accordaritte w
the applicable laws and professional standards.

Wojciech Gatkiewicz
President

Rafat Karcz
Member of the Management Board, Chief Financial
Officer

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Radostaw Wierzbicki
Member of the Management Board, Chief
Operating Officer

Grajewo, April 16th 2012



PFLEIDERER GRAJEWO S.A.
(all amounts in PLN ‘000)

ANNUAL SEPARATE FINANCIAL STATEMENTS

Statement of comprehensive income

Jan 1 2011 - Jan 12010 -
Note Dec 31 2011 Dec 31 2010

Revenue 730,081 616,183
Cost of sales *) 4 (635,610) (543,999)
Gross profit 94,471 72,184
Other operating income 2 698 1,867
Distribution costs *) 4 (27,943) (24,694)
General and administrative expenses *) 4 (24,823) (23,497)
Other operating expenses 3 (2,399) (1,921)
Operating profit 40,004 23,939
Finance income 88,601 43,409
Finance costs (79,102) (66,919)
Net finance incomes/costs 6 9,499 (23,510)
Profit before tax 49,503 429
Corporate income tax 7 (8,702) 865
Net profit 40,801 1,294
Other comprehensive income

Effective portion of profit on fair-value measuremef

hedging instruments, including corporate income tax (589) 589
Other 0 (18)
Total comprehensive income for the period 40,212 1,865
Basic profit per share (PLN) 16 0.82 0.03
Diluted earnings per share (PLN) 16 0.82 0.03

*) — comparative data (2010pnverted

The notes attached to the separate financial statisnconstitute their i
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PFLEIDERER GRAJEWO S A.

(all amounts in PLN ‘000)

Statement of changes in equity

Balance as at Jan 1 2010

Comprehensive income for the
period

Net profit

Effective portion of profit on fair-
value measurement of hedging
instruments, including corporate
income tax

Other

Total comprehensive income for
the period

Transactions with owners
recognised in equity

Transfer of 2009 net profit to
statutory reserve funds

Total transactions with owners
disclosed in equity

Balance as at Dec 31 2010

Balance as at Jan 1 2011

Comprehensive income for the
period

Net profit

Effective portion of profit on fair-
value measurement of hedging
instruments, including corporate
income tax

Total comprehensive income for
the period

Transactions with owners
recognised in equity

Transfer of 2010 net profit to
statutory reserve funds

Total transactions with owners
disclosed in equity

Balance as at Dec 31 2011

The notes attached to the separate financial statisneconstitute their integral part.

Statutory
Share reserve Cash flow Retained
capital Share premiunr  funds hedges earnings Total
16,376 289,806 133,471 0 3,298 482,946
0 0 0 0 1,294 1,294
0 0 0 589 0 589
0 0 (18) 0 0 (18)
0 0 (18) 589 1,294 1,865
0 0 20,211 0 (20,211)
0 0 20,211 0 (20,211) 0
16,376 289,806 153,664 589 24,376 484,811
16,376 289,806 153,664 589 24,376 484,811
0 0 0 0 40,801 40,801
0 0 0 (589) 0 (589)
0 0 0 (589) 40,801 40,212
0 0 1,294 0 (1,294)
0 0 1,294 0 (1,294) 0
16,376 289,806 154,958 0 63,883 525,023
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PFLEIDERER GRAJEWO S.A.
(all amounts in PLN ‘000)

Statement of financial position

Assets

Property, plant and equipment

Intangible assets

Investments in subsidiaries

Other non-current financial assets
Non-current loans advanced - subsidiaries
Deferred tax asset

Non-current assets

Inventories

Trade and other receivables

Cash and cash equivalents

Current loans advanced - subsidiaries

Currency forwards
Current assets

Total assets

Equity and liabilities

Equity

Share capital

Share premium
Statutory reserve funds
Cash flow hedges
Retained earnings
Total equity

Liabilities

Borrowings and other debt instruments
Employee benefits payable

Deferred tax liability

Non-current liabilities

Borrowings and other debt instruments

Liabilities to related entities under debt secasiti

Trade and other payables
Employee benefits payable
Current liabilities

Total liabilities

Total equity and liabilities

The notes attached to the separate financial statisneconstitute their integral part.
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Note Dec 31 2011 Dec 31 2010
8 109,888 115,972
9 1,367 3,208
10 811,034 790,134
11 10 10

10 17,7 383,387
12 0 2,110
1,140,040 1,294,821
13 79,443 50,923
14 120,727 132,965
1,380 839
10 166,174 0
14 0 589
367,724 185,316
1,507,764 1,480,137
15 16,376 16,376
289,806 289,806
154,958 153,664
0 589
63,883 24,376
525,023 484,811
17 476,934 563,435
18 4,895 4,405
12 6,592 0
488,421 567,840
17 86,617 30,262
20 293,515 293,017
19 104,593 95,832
18 9,595 8,375
494,320 427,486
982,741 995,326
1,507,764 1,480,137




PFLEIDERER GRAJEWO S.A.
(all amounts in PLN ‘000)

Statement of cash flows

Cash flows from operating activities
Net profit

Adjustments

Amortisation

Foreign exchange gains

Dividend and interest for the period

Profit on disposal of intangible assets and prigpgtant and equipment
Income tax expense

Change in trade and other receivables
Change in inventories

Change in trade and other payables
Change in employee benefits payable
Result on forward contracts

Cash flows from operating activities
Interest received

Interest paid

Net cash from (used in) operating activities

Cash flows from investing activities

Sale of property, plant and equipment

Interest received

Dividend received

Acquisition of subsidiary

Acquisition of intangible assets and property, plmd equipment
Repayment of loans advanced

Loans advanced

Net cash from (used in) investing activities

Cash flows from financing activities

Repayment of borrowings

Proceeds from borrowings

Redemption of debt securities

Issue of debt securities

Interest paid

Net cash from (used in) financing activities

Total net cash flow
Change in cash

Cash at beginning of the period
Cash at end of the period

The notes attached to the separate financial statisneconstitute their integral part.
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Note

26

26

Jan 12011 Jan 1 2010-
Dec 31 2011 Dec 31 2010
40,801 1,294
10,883 61,689
13,957 19,898
(26,847) (6,702)
27,157 26,050
(241) (42)
8,702 (865)
12,238 1,225
(28,520) (8,349)
5,392 27,416
1,710 953
(2,665) 2,105
51,684 62,983
117 114
(60) (292)
51,24 62,805
245 80
8,155 207
16,392 14,799
(65) 0
(2,634) (1,298)
44,978 0
(8,317) (36,989)
58,45 (23,201)
(40,298) (568,483)
0 555,958
(1,169,113) (1,131,442)
1,169,317 1,165,801
(69,860) (65,463)
(10954) (43,629)
541 (4,025)
541 (4,025)
839 4,864
1,380 839




PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st
2011

(all amounts in PLN ‘000)

Notes to the annual separate financial statements
1.  General information

Pfleiderer Grajewo S.A. is a publicly traded jogtdock company registered in Poland.

The parent, under its former name of Zaklady Phyorndivych S.A. of Grajewo, was originally registered
on July 1st 1994 by the District Court, Commerdtaurt of Lonza, in Section B of the Commercial
Register, under entry No. 270. Subsequently, on Btay2001, it was registered by the District Caafrt
Biatystok, XII Commercial Division of the Nation@lourt Register, under entry No. KRS 0000011422. On
September 18th 2002, the Company’s Management Beaelved the decision of the District Court of
Biatystok on entering the Company’s new name, Bflar Grajewo S.A., in the National Court Register.

The Company’s registered office is located at ubnva 1, Grajewo, Poland.

In accordance with the Polish Classification of iRass Activities, the Company is registered under N
1621 Z.

Pfleiderer Grajewo S.A. is the parent of the foliagvcompanies: Pfleiderer Prospan S.A. of Wieruszéw
Pfleiderer OOO of Novogrod (Russia), Pfleiderer MDPO of Novogrod (Russia), Silekol Sp. z o.0. of
Kedzierzyn Kdle, Pfleiderer MDF Sp. z 0.0. of Grajewo, Jura RalSp. z 0.0. of Grajewo, UniFloor Sp. z

0.0. of Wieruszéw, and Pfleiderer Service Sp. z @b Grajewo. Blitz GmbH 11-446 of Neumarkt,

Germany, is a jointly-controlled entity.

These annual separate financial statements weresgazpby the Management Board on April 16th 2012.
The Company prepared consolidated financial stat&srfer the financial year ended December 31st 2011
which were approved by the Management Board onl Apth 2012.

2. Business profile

The scope of the Company’s business, as per itslégtof Association, includes:

« production of melamine-faced board, chipboard, miy@od and wood-based boards,
« production of other wood products,
e coating and impregnation of paper and cardboard.

3. Composition of the Management Board and the Supésory Board

As at December 31st 2011, the composition of theid&rer Grajewo Management Board was as follows:

1. Wojciech Gtkiewicz President
2. Rafat Karcz Member

3. Dariusz Tomaszewski Member
4. Radostaw Wierzbicki Member

With effect from February 8th 2011, Johann Bitzic&/President of the Management Board, was removed
from office as member of the Pfleiderer Grajewo Big@ment Board.



PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st
2011

(all amounts in PLN ‘000)

As at December 31st 2011, the composition of th@@@my's Supervisory Board was as follows:

1. Michael Wolff Chairman
2. Hans H. Overdiek Member
3. Jan Waniak Member

4. Hans-Joachim Ziems Member
5. Hans-Kurt von Werder Member

On October 17th, Mr Heiko Graeve resigned fromRHeiderer Grajewo Supervisory Board.

At the Extraordinary General Meeting held on Novembd4th 2011 Mr Pawet Wyrzykowski was removed
from the post of Chairman of the Supervisory Board.

Mr Hans-Joachim Ziems and Mr Hans-Kurt von Werderavappointed as Members of the Supervisory
Board.

At a meeting of the Pfleiderer Grajewo SupervisBoard held on December 21st 2011, members of the
Supervisory Board appointed Mr Michael Wolff to thast of Supervisory Board Chairman.

On March 7th 2012, Mr Hans-Joachim Ziems tendergddsignation from the position of a member of the
Pfleiderer Grajewo Supervisory Board, with effexiof April 10th 2012.

At the Extraordinary General Meeting held on AptOth 2012 Mr Jochen Schapka was appointed as
Member of the Supervisory Board.

4. Periods covered by the separate financial statemts and the comparative data

These financial statements were prepared for tlae geded December 31st 2011, while the comparative
financial data and notes relate to the year endsstidber 31st 2010.

5. Basis of preparation

a) Statement of compliance

These separate financial statements have beenrpdepa accordance with the International Financial
Reporting Standards endorsed by the European UtilenEU IFRS”).

The EU IFRS include all the International Accougtistandards, International Financial Reporting
Standards, and their Interpretations, except fos¢hStandards and Interpretations, discussed belbiah
are still to be endorsed by the European UnionStaddards and Interpretations which have been sedor
by the European Union but have not come into fgate

The Company has not used the option of early agipdic of the new Standards and Interpretations hwvhic
have already been published and endorsed by thep&amn Union but which are to come into force in the
periods beginning after January 1st 2011.

Furthermore, as at the reporting date, the Compadynot completed the work on estimating the impéct
the new Standards and Interpretations which abetome effective after January 1st 2011 on theratpa
financial statements for the period in respect bicl those Standards and Interpretations will helieg
for the first time.



PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standards and Interpretations endorsed by the EU

Standard/Interpretation
endorsed by the EU

Nature of impending change in accounting policy

Possible impact on financial statements

Effective date for periods
beginning as the date or
after that date

Amendments to IFRS 7
Financial Instruments:
Disclosures Transfers
of Financial Assets

The Amendments require disclosure of informatiaat th
enables users of financial statements:

to understand the relationship between
transferred financial assets that are not deresegdrin
their entirety and the associated liabilities; and

to evaluate the nature of, and risks associate
with, the entity’s continuing involvement in
derecognised financial assets.

The Amendments define “continuing involvement” fo
the purposes of applying the disclosure requiresaent

The Company does not expect the amendments to If
7 to have a material impact on the financial statets)
because of the nature of the Company’s operatinds &
the types of financial assets that it holds.

FREly 1st 2011

L

10




PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standards and interpretations not yet endorsed bytte EU

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for

periods beginning as the

date or after that date

Amendments to IFRS 1
Severe Hyperinflation
and Removal of Fixed
Dates for First — time
Adopters

The Amendments add an exemption to IFRS 1 thal
entity can apply at the date of transition to IFR&®r
being subject to severe hyperinflation. This exeomp
allows an entity to measure assets and liabiliiekl
before the functional currency normalization datdair
value and use that fair value as the deemed cdsibsé
assets and liabilities in the opening IFRS statenadr
financial position.

t ldo material
statements.

impact on the Company's financ

iaﬂu'y 1st 2011

The Amendments contain new disclosure requiremen

A_mend_ments to IFRS.7 for financial assets and liabilities that are: SIt is _expecf[ed that thg Am_endn?ents, when initially January 1st 2013
Financial Instruments: applied, will have a significant impact on the leok
Disclosures Offsetting disclosure in the financial statements. Howeves, th
Financial Assets and . offset in the statement of financial position; or) company is not able to prepare an analysis ofrtipact
Financial Liabilities . Subject to master netting arrangements or sim |[&HS will have on the financial statements unté thate of
agreements. initial application.
IFRS 9Financial This Standard replaces the guidance in IASF38ancial | The Company does not expect IFRS 9 to have a rah{edanuary 1st 2015
Instruments Instruments: Recognition and Measuremerdbout| impact on the financial statements. The classificeand
classification and measurement of financial asset® | measurement of the Company’s financial assets atre n
Standard eliminates the existing IAS 39 categonés expected to change under IFRS 9 because of theenatu
held to maturity, available for sale and loans amd the Company’s operations and the types of fif@nc

receivables.

Financial assets will be classified into one of t

categories on initial recognition:
. financial assets measured at amortized cost;
. financial assets measured at fair value.

A financial asset is measured at amortized coghef
following two conditions are met:

assets that it holds.

WO

11




PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

. the assets is held within a business model wh
objective is to hold assets in order to collecttwtual
cash flows; and,

. its contractual terms give rise on specified dd
to cash flows that are solely payments of princigad
interest on the principal outstanding.

Gains and losses on remeasurement of financiatsa
measured at fair value are recognised in profitoss,
except for an investment in an equity instrumenictviis
not held for trading, IFRS 9 provides, on init
recognition, an irrevocable election to present faif
value changes from the investment in ot
comprehensive income (OCI). The election is avélg
on an individual instrument-by-instrument basis.
amount recognised in OCI is ever reclassified tifipor
loss at a later date.

ose

ites

SSe

al

her
b
No

Additions to IFRS 9
Financial Instruments
(2010)

The 2010 additions to IFRS 9 replace the guidamc
IAS 39 Financial Instruments: Recognition arn
Measurementabout classification and measurement
financial liabilities and the derecognition of fimaal
assets and financial liabilities.

The Standard retains almost all
requirements from IAS 39 on the classification @
measurement of financial liabilities and for dergmition
of financial assets and financial liabilities.

The Standard requires that the amount of chandaitin
value attributable to changes in the credit risk @
financial liability designated at initial recogmiti as fair

of the existj

eli is expected that the additions to the Standaiagn
dnitially applied, will have a significant impactnothe
fihancial statements, since they will be requiredbe
retrospectively applied. However, the Company i$
able to prepare an analysis of the impact this helle on
. the financial statements until the date of
plication. The Company has not yet decided en

ate that it will initially apply the new Standard.

f

value through profit or loss be presented in o
comprehensive income (OCI), with ly the remainingw

her

January 1st 2015

no

initial

th
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PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

amount of the total gain or loss included in profitloss.
However, if this requirement creates or enlarges
accounting mismatch in profit or loss, then the lehair
value change is presented in profit or loss.

Amounts presented in OCI are not subseque
reclassified to profit or loss but may be transfdrwithin

equity.

Derivative financial instruments that are linked d@od
must be settled by delivery of an unquoted eq
instrument whose fair value cannot be reliably mead,
are required to be measured at fair value unde8IgR

an

ntly

Liity

Amendments to IFRS 9
Financial Instruments
and IFRS Financial
Instruments: Disclosures

These Amendments change the disclosure and
restatement requirements relating to the initigdligption
of IFRS 9Financial Instrument$2009) and IFRS 9
(2010).

The amended IFRS 7 requires an entity to disclos@m
details about the effect of the initial applicatioi

IFRS 9, when an entity does not restate comparative
information in accordance with the amended
requirements of IFRS 9.

If an entity adopts IFRS 9 on or after 1 Januar{30
then it will no longer be required to restate corafise
information for periods prior to the date of initia
application.

If an entity early adopts IFRS 9 in 2012, thenais la
choice either to restate comparative informatiotoor
provide the enhanced disclosures as required by the
amended IFRS 7.

It is expected that the Amendments, when initially
applied, will not have a material impact on the
Company’s financial statements. The classificatind
measurement of the Company’s financial assetsdare 1
expected to change under IFRS 9 because of theenatu
of the Company’s operations and the types of fir@nc
assets that it holds.

If an entity early adopts IFRS 9 prior to 2012, nil

January 1st 2015

13




PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

neither restatement of comparative information
provision of the enhanced disclosures under thendete
IFRS 7 are required.

nor

IFRS 10Consolidated
Financial Statements
and IAS 27 (2011)
Separate Financial
Statements

IFRS 10 provides a new single model to be apphetthé
control analysis for all investees, including eestthat
currently are SPEs in the scope of SIC-12. IFRS
introduces new requirements to assess control are
different from the existing requirements in IAS
(2008). Under the new single control model, arestor
controls an investee when (1) it is exposed orrigigs
to variable returns from its involvements with t
investee, (2) has the ability to affect those metithrough
its power over that investee and (3) there is &
between power and returns.

The new standard also includes the disclog
requirements and the requirements relating to
preparation of consolidated financial statementsese
requirements are carried forward from IAS 27 (2008)

The Company does not expect the new standard ®
any impact on the financial statements, since
&8sessment of control over its current investedsiutie
t new standard is not expected to change preyv
Ponclusions regarding the Company’s control over
investees.

he
in

ure
the

hdanuary 1st 2013
the

jous
it

IFRS 11Joint
Arrangements

IFRS 11, Joint Arrangementssupersedes and replag
IAS 31, Interest in Joint Ventures IFRS 11 does ng
introduce substantive changes to the overall defimiof
an arrangement subject to joint control, althoubk
definition of control, and therefore indirectly ¢dint
control, has changed due to IFRS 10.

Under the new Standard, joint arrangements areletiv
into two types, each having its own accounting nhg
defined as follows:

a joint operation is one whereby the join

eshe Company does not expect the new standard t®
tany impact on the financial statements, since
assessment of the joint arrangements under the
tstandard is not expected to change the accou
treatment of existing joint arrangements.

ly

contrdling parties, known as the joint operators, h

hdanuary 1st 2013
the

new

nting

14




PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

rights to the assets, and obligations for the liidds,
relating to the arrangement.

controlling parties, known as joint venturers, haights
to the net assets of the arrangement.

IFRS 11 effectively carves out, from IAS 31, thasses
in which although there is a separate vehicle,
separation is ineffective in certain ways. Thg
arrangements are treated similarly to jointly coihd
assets/operations, under IAS 31, and are now cgliet
operations. The remainder of IAS 31 jointly coriedl
entities, now called joint ventures, must be actedifior
using the equity method. Proportionate consoligat®
no longer possible.

a joint venture is one whereby the joinf

ly

that
bse

IFRS 12Disclosure of
Interests in Other Entitieg

nj

IFRS 12 requires additional disclosures relating
significant judgements and assumptions made
determining the nature of interests in an entity
arrangement, interests in subsidiaries, joint aeaments
and associates and unconsolidated structuredesntiti

tb is expected that the new Standard IFRS12, w
imtially applied, will have a significant impactnothe
tevel of disclosure in the financial statementswiduer,
the Company is not able to prepare an analysihef
impact this will have on the financial statementsilthe
date of initial application.

héanuary 1st 2013

IFRS 13Fair Value
Measurement

IFRS 13 replaces the fair value measurement guél
contained in individual IFRSs with a single souoédair
value measurement guidance. It defines fair va
establishes a framework for measuring fair valu sets
out disclosure requirements for fair value measerms
IFRS 13 explains ‘how’ to measure fair value whersi
required or permitted by other IFRSs. IFRS 13 duats
introduce new requirements to measure assets
liabilities at fair value, nor does it eliminate et

afihe entity does not expect IFRS 13 to have a nat
impact on the financial statements since the manage

limnsiders the methods and assumptions currentty tos
measure the fair value of assets to be consistéht
IFRS 13.

or

edanuary 1st 2013

e
w
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PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

practicability exceptions to fair value measuremaehit
currently exist in certain standards.

The standard contains an extensive disclosure frame
that provides additional disclosures to exist
requirements to provide information that enah
financial statement users to assess the methodis punis
used to develop fair value measurements and,
recurring fair value measurements that use signifi
unobservable inputs, the effect of the measuremeamt
profit or loss or other comprehensive income.

ng
les

for

Amendments to IAS 1 | The amendments: The amendment is not expected to have a matenmldm July 1st 2012
Presentation of Financial . ) ﬁn the Company’s financial statements.
Statements: Presentatiomn * require that an entity presents separately |the
of ltems of Other items of OCI that may be reclassified to profitl@ss in
Comprehensive Income the future from those that would never be reclassifo

profit or loss. If items of OCI are presented befp

related tax effects then the aggregated tax anshoild

be allocated between these sections.

. change the title of the Statement of

Comprehensive Incomt Statement of Profit or Loss

and Other Comprehensive Inconf@wever, other titles

are also allowed to be used.
Amendments to IAS 12 | The 2010 amendment introduces an exception to| fhiee Company does not expect the amendments to |hdaeuary 1st 2012
Income taxes - Deferred| current measurement principles based on the masfneany impact on the financial statements, since thily
Tax: Recovery of recovery in paragraph 52 of IAS 12 for investmembt affect the Company's accounting policy. The
Underlying Assets property measured using the fair value model| measurement of deferred tax assets and liabifigiketing

accordance with IAS 40. It introduces a rebuttgble investment properties measured using the fdimeva

presumption that the carrying amount of underly
assets would be recovered entirely by s
Management’s intention would not be relevant untbss

ngodel in IAS 40 will not change.
ale.

investment property isdepreciabll and held within ¢
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PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December 31st 2011

(all amounts in PLN ‘000)

Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

business model whose objective is to consl
substantially all of the asset’s economic bengiitsr the
life of the asset. This is the only instance in ebhthe
presumption can be rebutted.

me

IAS 19 (2011)Employee
Benefits

The amendment requires actuarial gains and lossdxet
recognised immediately in other comprehensive ireg
The amendment removes the corridor method prewig
applicable to recognising actuarial gains and ®saed
eliminates the option to recognise all changes ha
defined benefit obligation and in plan assets iofipor
loss, which currently is allowed under the requieats
of IAS 19. The amendment also requires the expe
return on plan assets recognised in profit or kosbe
calculated based on the rate used to discountéefieed|
benefit obligation.

The Company does not expect the amendments toshg
nsignificant impact on the financial statementsgsiit
udbes not change the Company's accounting policg. T

Company continues to recognise actuarial gains and
tlosses in other comprehensive income.

cted

\wdanuary 1st 2013

=

IAS 27 (2011)Separate
Financial Statements

IAS 27 (2011) carries forward the existing accoumti The Company does not expect the amendments toeh

and disclosure requirements of IAS 27 (2008)
separate financial statements with some m
clarifications. As well, the existing requirememsIAS
28 (2008) and IAS 31 for separate financial statgm
have been incorporated into 1AS 27 (2011). The c&iech
no longer addresses the principle of control
requirements relating to the preparation of codsbéd
financial statements, which have been carried daveer
IFRS 10 Consolidated Financial Statements.

faignificant impact on the financial statementscesirit
ndoes not change the entity’s accounting policy.

e

and

avanuary 1st 2013

IAS 28 (2011)
Investments in Associate
and Joint Venutres

There are limited amendments made to I1AS 28:

%)

Associates and joint ventures held for s#fdRS
5 Non-current Assets Held for Sale and Discontin

The entity does not expect the amendments to Stand
to have a material impact on the financial statesen
sipce it does not have any investments in asseotate

n January 1st 2013

Operationsapplies to an investment, or a portion of

Ja?n nt ventures that will be affected by the amendtae
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Standard/Interpretation
not yet endorsed by the
EU

Nature of impending change in accounting policy

Pssible impact on financial statements

Effective date for
periods beginning as the
date or after that date

investment, in an associate or a joint venture theets
the criteria to be classified as held for sale. Bay
retained portion of the investment that has notnh
classified as held for sale, the equity methodpigliad
until disposal of the portion held for sale. Aftdisposal,
any retained interest is accounted for using theited
method if the retained interest continues to be
associate or a joint venture.

. Changes in interests held in associates and j
ventures Previously, IAS 28 (2008) and IAS 31 specifi
that the cessation of significant influence or faiontrol
triggered remeasurement of any retained stake lin
cases, even if significant influence was succeebogq
joint control. IAS 28 (2011) now requires that inch
scenarios the retained interest in the investmgmoi
remeasured.

an

oint
ed

al
)

The Amendments do not introduce new rules for

Amendments to IAS 32 et _ AT The entity does not expect the Amendments to haye danuary 1st 2014
Financial Instruments; | Offsetting financial assets and liabilities; rattfegy | jjpact on the financial statements since it dogsapply
Presentation-Offsetting | clarify the offsetting criteria to address incobsizies in | offsetting to any of its financial assets and ficiah
Financial Assets and their application. liabilities and it has not entered into master ingtl
Financial Liabilities The Amendments clarify that an entity currently has | arrangements.

legally enforceable right to set-off if that right

. not contingent on a future event; and

. enforceable both in the normal course of

business and in the event of default, insolvency or

bankruptcy of the entity and all counterparties.
IFRIC Interpretation 20; | The Interpretation sets out requirements relatnihe The entity does not expect the Interpretation teehany| January 1st 2013
Stripping Costs in the | récognition of production stripping costs, initaid impact on the financial statements since it does |no

Production Phase of a
Surface Mine

subsequent measurement of stripping activity assets
To the extent that benefits from production stnigpi

conduct any stripping activities.
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Standard/Interpretation | Nature of impending change in accounting policy Pssible impact on financial statements
not yet endorsed by the
EU

Effective date for
periods beginning as the
date or after that date

activities are realised in the form of inventorpguced,
the related production stripping costs are accalfttein
accordance with |IAS thventories

Production stripping costs that improve accessea®
be mined in the future are recognised as a noregtrr
asset if, and only if, all of the following critarare met:

. it is probable that future economic benefits will
flow to the entity;

. the entity can identify the component of the ofe
body for which access has been improved; and

. the costs relating to the stripping activity
associated with that component can be measuredbheli

The stripping activity asset shall be accountecafan
addition to, or as an enhancement of, an existisgta

The stripping activity asset shall initially be ogmised at
cost, while after initial recognition, it shall learried at
either its cost or its revalued amount, less deatiea or
amortisation and impairment losses, in the sameasgay
the existing asset of which it is a part.

The Interpretation also requires that when thescofthe
stripping activity asset and of the inventory proel are
not separately identifiable, the entity allocatesduction
stripping costs between the two based on a ‘retevan
production measure.
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b) Basis of accounting

These separate annual financial statements fquetied January 1st—-December 31st 2011 were prepared
compliance with the historical cost convention,hwihe exception of financial derivatives which were
measured at fair value.

The separate financial statements of Pfleidererje@@ have been prepared on assumption that the
Pfleiderer Grajewo will be able to continue as angoconcern in the foreseeable future. Additional
explanations in Note. 21

c) Functional and presentation currency

All figures disclosed in these separate annuahtire statements for the period January 1st—DeceBibst
2011 are expressed in the Polish zloty (PLN) anghded to the nearest thousand, unless indicated
otherwise. The functional currency of the Companthe Polish zloty (PLN).

d) Estimates and judgments

The preparation of separate financial statementscaordance with the IFRS EU requires the making of
estimates and assumptions affecting the valuetodest in the financial statements and other suppheany
notes to the statements. While the assumptionseatichates used are based on the Management Board'’s
best knowledge of current actions, operations aerdts, the actual results may differ from projecsio

The estimates and the related assumptions arecsubjeeview on an ongoing basis. Any change in
accounting estimates is recognised in the periodhich such change occurred, or in current andréutu
periods if the performed estimate change relatéstio the current and future periods.
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6. Adopted accounting policies

The Company’s accounting policies were applied isbaistly and conform with the accounting policies
applied in the previous financial year.

a) Transactions in foreign currencies

Any transaction expressed in a foreign currendigslosed in the ztoty on the transaction datesleied at
the ask or bid exchange rate for a given currercydetermined for the transaction date by a given
company’s bank. Cash items of assets and lialsilégdgpressed in foreign currencies are translated e
reporting date at the mid exchange rate quotedhéWiational Bank of Poland for a given currencytfat
date. Exchange differences on the settlement n$#ai@tions denominated in foreign currencies ananoat
sheet valuation of foreign-currency assets andlitials are recognised in profit or loss of theipdr Non-
cash items of assets and liabilities measuredsédrigal cost in foreign currencies are translaethe mid
exchange rate quoted by the National Bank of Pdiand given currency for the transaction date.

Exchange rates used to translate items of
the statement of financial position

Dec 31 2011 Dec 31 2010
EUR 4.4168 3.9603
usD 3.4174 2.9641
GBP 5.2691 4.5938
RUB 0.1061 0.0970
b) Financial instruments

(i) Non-derivative financial instruments

Non-derivative financial instruments comprise loasdvanced and receivables, as well as liabilities
measured at amortised cost.

A financial instrument is recognised if the Compdigcomes a party to the contractual provisionshef t
instrument. Financial assets are derecognised fhamstatement of financial position if the Company’
contractual rights to the cash flows from the ficiahassets expire or if the Company transferditiancial
asset to another party without retaining controsulostantially all risks and rewards of the adsiiancial
liabilities are derecognised from the statemerfin@incial position if the Company’s obligations sped in
the contract expire or are discharged or cancelled.

For the principles governing the recognition offiice income and finance costs, see item n).
Loans advanced and receivables

Loans advanced and receivables are financial as@bt§ixed or determinable payments that are naitgd
in an active market. They are initially carriedfair value plus direct transaction costs, and syibsetly
measured at amortised cost, using the effectiwezast rate method, less any impairment losses.

Loans advanced and receivables include trade dued mceivables, as well as cash and cash equisalen

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

Cash and cash equivalents comprise cash in handdeménd deposits at banks. The cash and cash
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equivalents balance presented in the statemerashf lows comprise the abovementioned cash and cash
equivalents less the overdrafts representing a&giat part of cash management at the Company.

Factoring of receivables

The Company may transfer financial assets in suchag that a part of them will not qualify for
derecognition. If an entity neither transfers netamns substantially all the risk and rewards eelato
holding of the transferred financial asset andimstaontrol over the transferred financial assetpntinues
to recognise the transferred asset to the extenitsofontinuing exposure. The extent of the ergity’
continuing exposure in the transferred asset igxtent to which the entity is exposed to the dskhanges
in the value of the transferred asset.

If the entity continues to recognise an asset ¢oetktent of its continuing exposure, it also recegs the
related liability, which is measured in such a vesy/to reflect the rights and obligations that théte
retained with respect to the asset.

Financial liabilities measured at amortised cost

Financial liabilities measured at amortised costiattially recognised at fair value plus direcrisaction
costs, and subsequently measured at amortisedsiogtthe effective interest rate method.

The Company’s financial liabilities carried at atsed cost comprise borrowings, debt securitiesteadke
and other payables.

The fair value for disclosure purposes is deterthinased on the present value of future cash floars f
repayment of capital and interest, discounted ugiegmarket interest rate as at the date of thierstmnt of
financial position.

(i) Financial derivatives and hedge accounting

The Company uses financial derivatives, mainly Bmdvcontracts to hedge its currency-exchange risk
exposures related to its operating, financing vedting activities.

At the time of initial recognition, financial deatives are disclosed at acquisition cost; there#fiey are
measured at fair value. Gains and losses on measuatet fair value are immediately disclosed irfipay

loss of the period. However, if financial derivatévare classified as hedging instruments, theadiscd of
gains or losses on measurement at fair value depmanthe type of the item hedged with such derreati

At inception, the Company formally documents thiatrenship between the hedging instrument and the
hedged item. The documentation includes the riskageament objective and a strategy for undertaltieg t
hedge, as well as methods to be used by the Compasgess the hedge effectiveness

The Company assesses, both at inception and ieguést periods, whether it is justified to expéett the
hedging instruments will remain “highly effectivéi achieving offsetting changes in fair value oslta
flows attributable to the hedged risk during thérerperiod for which the hedge was undertakenwels as
whether actual results are within a range of 80%42&ash flow hedges are applied for highly probable
forecast transactions bearing risk of changes &h ¢@ws whose effects would be recognised in piafi
loss of the period.

The fair value of a currency forward is estimatgdiscounting the difference between the transagtiice
and the current forward rate for the period endinghe contract execution date, applying a risk-frate
(based on treasury bills).
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Cash flow hedges

If a financial derivative is designated to hedgdatility in cash flows related to a specific riskrmected
with a recognised asset, liability or a highly pmble forecast transaction which could impact theecu
period’s profit or loss, the portion of the gainloss on the hedging instrument that is determionedoe an
effective hedge is recognised in other comprehensigome and presented as a separate hedgingritem i
equity. Gains or losses previously recognised relotomprehensive income are transferred to theeur
period’s profit or loss in the same period and untdee same item in which hedged cash flows are
recognised in the statement of comprehensive incoime ineffective portion of changes in fair vabfehe
derivative instrument is recognised immediatelyhi@ current period’s profit or loss.

If a hedging instrument no longer meets the cetési hedge accounting, it expires or is sold, ieated or
exercised, or its designation is changed, the Cagnpaases to apply hedge accounting. Accumulatied ga
or losses previously recognised in the statementoofiprehensive income and presented under equity
remain in equity until the forecast transactioexecuted and recognised in profit or loss of theopelf the
forecast transaction is not to be effected, thexgair losses previously recognised in the staternént
comprehensive income are immediately recogniseldeasurrent period’s profit or loss. Otherwise, amis
previously recognised in the statement of comprsiwerincome are disclosed in profit or loss of pleeiod

in the same period or period in which the hedgandaction impacts the profit or loss for currentque

) Investments in subsidiaries

Subsidiaries are all entities with respect to wtiteh Company has the power to govern their findrasid
operating policies in order to derive benefits fribrair operations.

Investments in subsidiaries classified as non-otr@esets are recognised at cost. The Companynisesg
impairment losses (if any) not later than at the ehthe reporting period. The value of sharegdiced by
impairment losses (if any).

d) Investments in jointly-controlled entities

Interests in joint ventures are investments joirdfyntrolled by the Company. It is assumed that the
Company has joint control if strategic financiadamperating decisions require unanimous consetthef
parties sharing control. Investments in jointly-tofled entities classified as fixed assets ar@eglat cost,
which includes transaction costs.

In case of loss of value, not later than the enthefreporting period, the value of shares is redury the
extract expressing impairment.

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

Property, plant and equipment are recognised ildo&s at acquisition or production cost, less @eiption
charges and impairment losses.

Acquisition cost comprises the price for which @egi asset was purchased (i.e. amount due to tleg, sel
less any deductible taxes: VAT and excise tax)/Jiputharges (in the case of imports), and costsctly
related to the acquisition and adaptation of theetagor use, including the cost of transport, logdi
unloading and storage. Rebates, discounts and stimlar concessions and returns decrease the asset
acquisition cost. The production cost of propeptant and equipment or a tangible asset under reatisn
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comprises all the expenses incurred by a compangristruct, install, adapt or improve such asstt e

day on which the asset was placed in service (beravthe asset has not been placed in servicé thmti
reporting date), including non-deductible VAT orcese tax. The production cost comprises also the
estimation of the cost of dismantling and removitegns of property, plant and equipment, as welbfs
restoring them to their initial condition, if su@stimation is required. Additionally, the producticost
includes borrowing costs associated with the adgpnsor production of an item of property, plamda
equipment or a tangible asset under construction.

If a specific item of property, plant and equipmewoisists of separate and material components with
different economic useful lives, such componengstiagated as separate assets.

Gain or loss on disposal of an item of propertanplor equipment is estimated as a difference leiviee
disposal proceeds and the value of the asset d&tlin the statement of financial position, and is
recognised in current period’s profit or loss.

(if) Property, plant and equipment used under leasagreements

Lease agreements under which en entity assumetastilly all the risks and benefits resulting frdhe
ownership of the property, plant and equipmentchassified as finance lease agreements.

Upon initial recognition, items of property, plaarid equipment acquired under finance lease agrésraen
measured at the lower of their fair value or préseatue of the minimum lease payments, and subsgigue
reduced by depreciation and impairment losses.t&leggid property, plant and equipment used undesele
agreements are depreciated over their estimatddl @e®nomic lives.

Lease agreements under which the lessor retairstasutally all potential risks and benefits reswgtirom
the ownership of the leased asset are classifiepemting lease agreements.

(i) Subsequent expenditure

The Company capitalises future expenditure on oepteent of an item of property, plant and equipmiént,
such expenditure may be reliably estimated andgfGompany is likely to derive economic benefitair
such replacement. Other expenditure is chargeduktourrent period’s profit or loss as it is incuakre

(iv) Depreciation

Items of property, plant and equipment, or sub&thand individual elements thereof, are deprediateer
their useful economic lives using the straight-linethod, taking into account the residual valuend_& not
depreciated.

The Company has adopted the following length ofuldeves for particular categories of propertyapt
and equipment:

Buildings 25 to 40 years
Plant and equipment 3 to 25 years
Vehicles 5to 8 years
Other tangible assets 4 to 8 years

The correctness of the applied useful economic)idepreciation methods and residual values ofgotpp
plant and equipment is reviewed as at the endaf egporting period and adjusted if appropriate.

f) Intangible assets
(i) Other intangible assets

Intangible assets acquired in a separate trangsaatie recognised at acquisition cost less amddisat
charges and impairment losses.

(if) Subsequent expenditure

24



PFLEIDERER GRAJEWO S.A.
Notes to the annual separate financial statementsfor the financial year ended December 31st
2011

(all amounts in PLN ‘000)
Subsequent expenditure on existing intangible agsetapitalised only when it increases future eatn

benefits to be generated by the asset. Other eitpemit charged to the current period’s profilass as it
is incurred.

(iif) Amortisation

Intangible assets are amortised with the straigleti#nethod over their useful economic lives, unkbssr
lives are indefinite. Goodwill and intangible assetith indefinite useful economic lives are tesfed
impairment as at each reporting date. Other intdaegissets are amortised from the date of theteptent
in use. The estimated useful economic lives ofigitale assets are as follows:

Licences 2 to 3 years
Computer software 2 years
The correctness of the applied useful economicjigenortisation methods and residual values oh@ikde
assets is reviewed as at each balance-sheet dbtalsted if appropriate.

Q) Inventories

Inventories are recognised at the lower of thequésition or production cost or net realisable griblet
realisable price is the selling price estimate madie course of business, less estimated casbrigplete
and estimated costs necessary to close the sale.

The acquisition and production costs are determiméide following manner:
Materials and merchandise — acquisition cost; desa® are measured using the weighted average method

Finished products and work in progress — cost @ctlimaterials and labour and an appropriate poio
indirect production costs, calculated on the bakigrmal production capacity.

h) Impairment losses

(i) Financial assets

An impairment loss on a financial asset is recagphi$ there is objective evidence of impairmenaassult
of one or more events which may have an adversadhyn future cash flows related to a given finahci
asset.

The amount of an impairment loss on a financiaésarried at amortised cost is estimated as ffereince
between the asset’s carrying amount recognisederstatement of financial position and the presahte
of the future cash flows, discounted using theinabeffective interest rate.

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

Impairment losses are recognised as the curreiatddeprofit or loss.

Impairment losses are reversed if a subsequergdsaerin the recoverable value can be objectivaipated
to an event occurring after the impairment recagnitate. In such a case, the amount of the relviesrsa
recognised as the current period’s profit or loss.

(i) Non-financial assets

The carrying amount of non-financial assets othantinventories and deferred tax asset recognisduki
statement of financial position is tested for impent as at each reporting date. If the Companyahas
reason to suspect that a given asset’s value legsitopaired, it estimates its recoverable amount.
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An impairment loss is recognised when the carrginmgpunt of an asset or a cash-generating unit résegn

in the statement of financial position is highearthits recoverable amount. A cash-generating gnihé
smallest identifiable group of assets which gersragsh inflows that are largely independent ofctsh
flows from other assets or groups of assets. Impait losses are recognised as the current pepoalf or
loss. Impairment of a cash-generating unit isafiitirecognised as a decrease in goodwill alloc&tetthat
cash-generating unit (a group of cash-generatinits)urand subsequently as a decrease in the cgrryin
amount of the other assets belonging to that ceskrgting unit(a group of cash-generating units)
recognised in the statement of financial positioragro-rata basis.

The recoverable amount of assets of cash-genenanitgis higher of an asset's fair value lesssctissell
and its value in use. Value in use is calculatediisgounting present value of estimated future dksins
with a pre-tax interest rate that reflects curmaatket assessments of the time value of moneytendgks
specific to the asset. In the case of assets wihichot generate independent cash flows, value énisus
estimated for the assets’ smallest identifiabldaggnerating unit.

At each reporting date impairment losses recognisgatior periods are reviewed to determine if éhex
any evidence that they no longer exist or haveedesad. An impairment loss recognised in prior jsrie
reversed if the estimates used to determine thet'ssgcoverable amount have changed. An impairment
loss is reversed only up to the value of the asmmignised in the statement of financial positinat (of
amortisation and depreciation) that would have lmbgelosed had no impairment loss been recognised.

i) Equity
() Ordinary shares

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

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

)] Employee benefits
(i) Defined contribution plan

Under the applicable regulations, the Company daiired to withhold and pay contributions for future
pension benefits of its employees. According to IB% the benefits form a state plan which is arcefi
contribution plan. In connection with the aboves thompany’s liabilities for each period are recegdi
based on the contributions payable in a given year.

(ii) Other non-current employee benefits - retiremat severance pays

In accordance with the remuneration rules, the Gomis employees are entitled to receive retirement
severance pays (upon retirement).

The Company’s liabilities under severance pays agetermined by estimating the amount of future
remuneration of the employee in the period in whikh employee will reach retirement age, and by
estimating the amount of the future severance pag. severance pays are discounted to present value.
Liabilities under severance pays are disclosedqteoto the expected length of employment.

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

Any changes between the balance of employee bengdiyable as at the beginning and the end of a
reporting period are recognised as the currenogerprofit or loss.
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(iif) Payments in the form of the parent’s shares

As part of a programme providing for payments ia fibrm of the parent shares, the Company’s empkyee
have the possibility to acquire shares in Pfleid&@. The fair value of a stock option granted isctbsed

as an expense under salaries and wages, withesponding increase in equity. The fair value issuezsd

as at the option grant date and recognised overesting period. The fair value of options is estied with
the use of the Black-Scholes model, with due regattie terms and conditions on which the optioesew
granted. The amount charged to costs is adjustedfieect the number of options outstanding at aegiv
time, in respect of which service and non-markédteel vesting conditions have been satisfied.

k) Provisions

Provisions are recognised when the Company haabditly (legal or following from commercial pracéy
resulting from past events and when it is prob#ide a discharge of this liability would cause atflow of
funds representing economic benefits, and the atrafuthe liability may be reliably estimated. Ifetkeffect
of time value of money is significant, the amouhpvisions is determined by discounting projedigdre
cash flows to present value at gross discount raféecting the current market estimates of theetivalue
of money and risks, if any, related to a giveniligb If the discounting method is applied, anliease in
provisions as a result of lapse of time is disafios® cost of external funding.

) Revenue
(i) Revenue from sale of finished products/merchande and from rendering of services

Revenue from sale of finished products/merchandisecognised at the fair value of the paymentiveck
less the value of any returns, discounts and rebate

Revenue is recognised after significant risks aewehits incidental to the ownership of finished gurots
and merchandise have been transferred to the machand if the revenue amount may be reliably
estimated. The revenue is not recognised if therdueconomic benefits, determination of the costarred,

or the possibility of return of finished productgfrohandise is highly uncertain, or if the Compasy i
engaged in the management of the sold finishedustefmerchandise on a permanent basis.

Revenue from rendering of services is recogniseprdfit or loss of the period pro rata to the degoé
completion of a service as at the reporting datee progress is determined on the basis of the works
performed.

m) Payments under operating leases

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

n) Payments under finance leases

Part of the minimum lease payments is disclose@ufidance costs, the remainder reduces the balasince
outstanding lease liabilities. The lease principalllocated to the individual reporting periods@ebtain a
fixed interest rate on the outstanding amount efl¢iase liability.

0) Net finance income and expenses

Finance income includes interest receivable frogh¢avested by the Company, gains on changes ifaithe
value of financial instruments at fair value thrbugrofit or loss, foreign exchange gains and dintte
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receivable. Interest income is presented in thenre statement on an accrual basis using the effecti
interest rate method. A dividend is recognisechasctirrent period's profit or loss as at the dawbith the
Company acquires the right to receive the dividend.

Finance costs include interest payable on borrosyinmwinding of the discount on provisions, foreign
exchange losses, losses resulting from changée ifair value of financial instruments at fair vailarough
profit or loss, and financial assets impairmentelest payable is presented using the effectiverest rate
method.

Foreign exchange gains and losses are posted amuints.

p) Corporate income tax

Corporate income tax recognised in the income reaté comprises the current and deferred portioe. Th
current and deferred portion of corporate inconxeat@ recognised in profit or loss of the perioaless it
relates to items disclosed directly under equitgother comprehensive income.

The current portion of the income tax is the tability for the given year, determined using the tates
applicable at the reporting date, and including asfjustments of the tax due for the previous years.

The deferred income tax is determined with the afsthe balance-sheet liability method in relationatl

temporary differences existing as at the repordiatg between the tax value of assets and liakikrel their
carrying amount recognised in the statement offifed position and disclosed in the consolidatedricial
statements.

Deferred tax asset is disclosed in relation t@etluctible temporary differences as well as untasedbsses
brought forward, in the amount of the probable bdexancome which would enable these differences and
losses to be used. Carrying amount of a deferreddset recognised in the statement of financisitipo is
reviewed as at each reporting date and is subgeeppropriate reduction to the extent it is no kmg
probable that taxable income sufficient for a @érarr full realisation of this deferred tax asseiuwd be
generated.

Deferred tax asset and deferred tax liability alewated using tax rates expected to be effeetithe time
of realisation of particular asset or liability,de@l on tax rates (and tax legislation) actuallyegally in
force as at the reporting date.

r Loss per share

The Company presents basic and diluted earningshaee for ordinary shares. Basic earnings peesiar
calculated by dividing the profit attributable toltiers of ordinary shares by the weighted averaggber
of ordinary shares outstanding during the peridatut®d earnings per share is calculated taking aatmount
the profit attributable to holders of ordinary stmrthe average number of ordinary shares, andiinshts
(if any) with a dilutive effect.

s) Determination and presentation of operating segaents

An operating segment is a Company component thgages in business activities from which it may earn
revenues and incur expenses, including revenueegpehnses that relate to transactions with anyhef t
Company's other components. The operating resudltsh® operating segments for which financial
information can be identified are reviewed regyldny the management to make decisions about res®urc
to be allocated and assess their performance.

Segment results reported to the management indieiths directly attributable to a segment as wethase
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that can be allocated on a reasonable basis. dasdld items comprise mainly general and adminigérat
assets of the Company, office expenses and incaxnassets and liabilities.

Capital expenditure of a segment includes experedituin purchase of property, plant and equipment and
intangible assets other than goodwill.

The Company operates in one business segment dgiad of chipboard — and does not identify any
geographical segments.
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1. Operating segments

For information on operating segments, see the @ayip consolidated financial statements for the
financial year ended December 31st 2011.

2. Other operating income
Jan 1 2011 - Jan 1 2010 -
Dec 31 2011 Dec 31 2010
Profit on sale of property, plant and equipment 241 42
Reversal of impairment loss on receivables 23 1,393
Compensations received 319 134
Reversal of accruals and deferred income 0 283
Other operating income 115 15
Total 698 1,867
3. Other operating expenses
Jan 1 2011 - Jan 1 2010 -
Dec 31 2011 Dec 31 2010
Revaluation of receivables 0 (1,374)
Receivables written-off 1) (5)
Damages paid (228) (154)
Recognition of other provisions (538) (176)
Other operating expenses (1,632) (212)
Total (2,399) (1,921)

Other operating expenses include in particular dedudctible VAT of PLN 960 thousand, non-tax-
deductible expenses within the meaning of the Gatgolncome Tax Act in the amount of PLN 503
thousand and donations granted in the amount of FA3\M0 thousand.
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4, Costs by nature of expense

Jan 1 2011 - Jan 1 2010 -

Dec 31 2011 Dec 31 2010
Materials and energy used 425,260 353,752
Amortisation 13,957 19,898
Services 47,268 21,467
Taxes and charges 6,391 6,064
Employee benefits 43,818 39,565
Cost of merchandise and materials sold 141,765 120,438
Other costs 8,568 30,034
Total costs 687,027 591,218
Change in inventories of finished products and asru (2,326) 62
Cost of products and services for own needs 3,675 910
Total operating expenses 688,376 592,190
including:
Distribution costs *) 27,943 24,694
General and administrative expenses *) 24,823 23,497
Cost of sales *) 635,610 543,999

*) — comparative data (2010) converted

With effect from 2011, Pfleiderer Grajewo S.A. chad the method of allocating costs presented in the
statement of comprehensive income. Consequentlytaice costs presented under general and
administrative expenses are now allocated to tis¢ @fosales or distribution costs. The change did n
affect the operating profit.

After reclassification of the comparative data %10, cost of sales would amount to PLN 543,999
thousand, gross profit - to PLN 72,184 thousamlistribution costs - to PLN 24,694 thousand, and
general and administrative expenses - to PLN 23#@dsand, with operating profit/loss remaining
unchanged.

5. Cost of employee benefits

Jan 12011 - Jan 12010 -
Dec 31 2011 Dec 31 2010
Salaries and wages payable 34,355 31,548
Employee benefits 7,940 7,237
Increase in liabilities related to retirement sewee pays 658 552
Change in liabilities related to unused holidays 21 28
Increase in liabilities related to bonus payment 844 200
Total 43,818 39,565
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6. Finance income and expenses

Disclosed in profit or loss of the period:

Jan 1 2011 - Jan 1 2010 -

Dec 31 2011 Dec 31 2010
Interest income 31,116 24,784
Net foreign exchange gains 41,093 1,721
Income from forward contracts 0 2,105
Dividend income 16,392 14,799
Finance income 88,601 43,409
Interest expense (74,665) (65,633)
Forward contract losses (2,665) 0
Other finance costs (1,772) (1,286)
Finance costs (79,102) (66,919)
Net finance profits/costs 9,499 (23,510)

The above finance income and expenses includeottaving items of income and expenses related to
assets and liabilities other than measured avéire through profit or loss:

Jan 1 2011 - Jan 1 2010 -
Dec 31 2011 Dec 31 2010
Interest income on financial assets 31,116 24,784
Interest income on financial liabilities (74,665) (65,633)
(43,549) (40,849)
Recognised under other comprehensive income

Jan 1 2011 - Jan 1 2010 -
Dec 31 2011 Dec 31 2010

Effective portion of profit on fair-value measuremef cash-flow
hedging instruments (589) 589
(589) 589
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7. Corporate income tax

Corporate income tax
Current portion of income tax

Deferred income tax
Relating to origination and reversal of temporaffedences

Income tax disclosed in profit or loss of the pdrio

Jan 1 2011 - Jan 1 2010 -
Dec 31 2011 Dec 31 2010
0 0
8,702 (865)
8,702 (865)
8,702 (865)

Reconciliation of income tax on pre-tax profit hetstatutory tax rate to income tax calculatechat t

effective tax rate:

Profit before tax

Tax at domestic rate

Non-tax-deductible expenses
Dividend received
Non-taxable income

Effect on income tax

Income tax calculated at effective tax rate

Income tax disclosed in profit or loss of the pédrio

Jan 12011 Jan 12010 -
% - Dec 31 2011 % Dec 31 2010
49 503 429
19.00% 9,406 19.00% 82
5.00% 2,474 450.12% 311,9
(6.29%) (3,115)  (655.48)% (2,812)
(0.13%) (63)  (15.38)% (66)
(1.42%) (704)  (220.74)% (947)
17.58% 8,702  (201.74)% (865)
8,702 (865)
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8. Property, plant and equipment

Gross value

As at Jan 1 2010
Increase
Decreases
Transfers

As at Dec 31 2010

As at Jan 1 2011
Increase
Decreases
Transfers

As at Dec 31 2011

Tangible assets

Land, Plant and under
buildings equipment Other construction Total

108,119 360,803 24,148 1,079 494,149

0 0 0 1,348 1,348

78 1,172 574 0 1,824

66 365 83 (1,318) (804)
108,107 359,996 23,657 1,109 492,869
108,107 359,996 23,657 1,109 492,869

0 0 0 6,034 6,034

0 19 2,738 0 2,757

606 2,479 35 (3,183) (63)
108,713 362,456 20,954 3,960 496,083
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Tangible assets

Land, Plant and under

buildings equipment Other construction Total
Accumulated depreciation and impairment
losses
As at Jan 1 2010 60,601 282,142 17,876 0 360,619
Amortisation 3,487 12,960 1,598 0 18,045
Decreases 48 1,171 548 0 1,767
As at Dec 31 2010 64,040 293,931 18,926 0 376,897
As at Jan 1 2011 64,040 293,931 18,926 0 376,897
Amortisation 2,677 7,967 1,409 0 12,053
Decreases 0 19 2,736 0 2,755
As at Dec 31 2011 66,717 301,879 17,599 0 386,195
Net value
As at Jan 1 2010 47,518 78,661 6,272 1,079 133,530
As at Dec 31 2010 44,067 66,065 4,731 1,109 115,972
As at Jan 1 2011 44,067 66,065 4,731 1,109 115,972
As at Dec 31 2011 41,996 60,577 3,355 3,960 109,888
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Useful life of property, plant and equipment

In accordance with the adopted accounting policy2d10 the Company reviewed the previously adopted
useful lives of property, plant and equipment. Gopuently, the useful lives of machinery and equipme
were extended, thus the depreciation charges ifh 20bunted to PLN 12.1m (2010: PLN 18.0m).

Impairment of non-financial non-current assets

The Management Board carried out an analysis ofiment of property, plant and equipment as at
December 31st 2011.

The recoverable value of property, plant and egeiimvas determined based on the value in use. The
calculations take into account the cash flow pitiges approved by the Management Board. Cash flows
extending beyond the period of five years are exiieted at a 3% growth rate, which does not exceed
the average long-term growth rate for the producsiector in Poland. The growth rate does not exceed
the long-term average growth rate for the producsiector in Poland.

The key assumptions of the analysis concerning immaat of property, plant and equipment as at
December 31st 2011, used to calculate the valusenwere as follows:

. growth rate beyond the five-year period coveredheybudget — 3%;

. discount rate — 9.9%.

The Management Board established the budget assunsptvhich form a basis for impairment testing,
based on the past results and the Management Bdardcasts of market development. A discount rate
was applied to reflect the risks specific to a gieperating segment. The 6.0% rate of return ogetd-
treasury bonds was assumed to be the risk-freeThateprojected cash flows followed from the budget
for the years until 2016 approved by the Manageniwdrd. Cash flows for further five years are
determined by extrapolating the results for 2016 fated growth rate of 3%.

The analysis did not reveal any impairment of nioaticial non-current assets as at December 314t 201
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9. Intangible assets
Licences,
computer
software and
other
Gross value
As at Jan 1 2010 16,686
Transfers 804
As at Dec 31 2010 17,490
As at Jan 1 2011 17,490
Transfers 63
As at Dec 31 2011 17,553
Accumulated depreciation and impairment
losses
As at Jan 1 2010 12,429
Amortisation 1,853
As at Dec 31 2010 14,282
As at Jan 1 2011 14,282
Amortisation 1,904
As at Dec 31 2011 16,186
Net value
As at Jan 1 2010 4,257
As at Dec 31 2010 3,208
As at Jan 1 2011 3,208
As at Dec 31 2011 1,367
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10. Investments in subsidiaries

The Company’s investments in subsidiaries comprise:

Dec 31 2011 Dec 31 2010
Shares in subsidiaries 811,034 790,134
Non-current loans advanced - subsidiaries 217,741 383,387
Current loans advanced - subsidiaries 166,174 0
1,194,949 1,173,521
Shares in subsidiaries
The Company’s investments in subsidiaries comprise:
Value of Value of
shares at shares at
Domesti  acquisition Share in Domesti  acquisition Share in
c sales cost equity c sales cost equity
Dec 31 Dec 31
Dec 31 2011 2011 Dec 31 2010 2010
Pfleiderer MDF Sp. z 0.0. *) Poland 67,664 50% andl 50,025 50%
Silekol Sp. z 0.0. ¥) Poland 23,343 50% Poland 323, 50%
Pfleiderer Prospan S.A. Poland 470,155 100% Poland 470,156 100%
Jura Polska Sp. z 0.0. Poland 1,053 100% Poland 0531, 100%
Pfleiderer MDF OQO *) Russia 59,024 50% Russia 59,02 50%
Pfleiderer OOO Russia 189,676 100% Russia 186,481 00%1
Pfleiderer Services Sp. z 0.0. Poland 54 100% Flolan 52 100%
Blitz 11-446 GmbH **) Germany 65 50 % 0
Total 811,034 Total 790,134

*) Pfleiderer Grajewo S.A. holds 50% of shares =aotés in its subsidiaries Pfleiderer MDF Sp. z,0.0.
Silekol Sp. z 0.0. and Pfleiderer MDF OOO, buttiit exercises control over these entities, asa the
power to govern their financial and operating pekahrough the right to appoint and remove froficef

a majority of the management board members of thetites.

On February 8th 2011, the share capital of PfleidstDF Sp. z 0.0., a subsidiary, was increasedlidy P
35,278 thousand. The new shares were acquirediégdter Grajewo S.A. (PLN 17,639 thousand) and
Pfleiderer Service GmbH (PLN 17,639 thousand). gseed upon on February 25th 2011, the share
capital increase was effected through debt sebypf€onverting debt under borrowings from Pfleiderer
Grajewo S.A. and Pfleiderer Service GmbH into gquit

Under the agreement entered into with the Eurojizanrk for Reconstruction and Development (EBRD)
in connection with the put/call option agreementDafcember 28th 2005, in Q2 2007 Pfleiderer OO0
issued new shares which were acquired by the EBRDETJR 7m. The shares held by the EBRD
represent 15.81% of the total vote at the Genelareholders Meeting of Pfleiderer OOO. The
agreement provides that the EBRD will hold the ekdor five years. Thereafter, the shares will did s

to Pfleiderer Grajewo S.A. at a price specifieth@a agreement. Pfleiderer Grajewo S.A. has a ptibo

to repurchase the shares held by the EBRD at amgy. fThe EBRD holds a put option to sell the shares
early in the event of a breach of the relevantriiag agreements concluded by the Company and
Pfleiderer OOO with the EBRD. Due to the Comparptigation to repurchase the shares from the
EBRD, the agreement was recognised under finalamlities and investments in subsidiaries.

**) - jointly-controlled entity.
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On December 22nd 2011, Pfleiderer Grajewo S.A.Ritelderer Service GmbH acquired shares in Blitz

11-446 GmbH of Germany. Each of the companies hb0d of shares in Blitz 11-446 GmbH. The
purchase price paid by Pfleiderer Grajewo S.A. BdR 14.5 thousand (PLN 65.2 thousand).

Loans advanced to subsidiaries

The Company advanced the following loans to subsis:

a) non-current loans: Dec 31 2011 Dec 31 2010
Loan to Pfleiderer OOO 201,051 207,616
Loan to Pfleiderer MDF OOO 0 131,972
Loan to Pfleiderer MDF Sp. z 0.0. 390 17,766
Loan to Silekol Sp. z 0.0. 16,300 26,033
217,741 383,387
b) current loans:
Loan to Pfleiderer MDF OOO 166,174 0
166,174 0

Impairment of investments in subsidiaries

The Management Board carried out an analysis ofaimmgnt of investments in subsidiaries as at
December 31st 2011.

The recoverable value of investments in subsidsawas determined based on their value in use. The
calculations take into account the estimated futwash flows related to the continued holding of

investments in subsidiaries, approved by the Mamage Board. Cash flows extending beyond the

period of five years are extrapolated using thedGomodel at a 3% growth rate, which does not ekcee

the average long-term growth rate for the producsiector in Poland. The growth rate does not exceed
the long-term average growth rate for the prodmctector in Poland. The calculation also takes into
consideration the current debt of individual inveshts under analysis, as well as the Company’s
percentage share in subsidiaries’ equity.

The key assumptions of the analysis of impairmdribwestments in subsidiaries as at December 31st
2011, used to calculate the value in use, werelbs\vs:

. growth rate beyond the five-year period coveredheybudget — 3%;

. discount rates — 9.9% with respect to the Polishpamies, and 14.1% with respect to the Russian
companies,

. the percentage share in subsidiaries’ equity reflde current structure of the Pfleiderer Grajewo
Group.

The Management Board established the budget assun®ptvhich form a basis for impairment testing,
based on the past results and the Management Bdardcasts of market development. A discount rate
was applied to reflect the risks specific to a gieperating segment. In the case of Polish compattie
6.0% rate of return on 10-year treasury bonds vgasraed as the risk-free rate, while with respect to
Russian companies the assumed risk-free rate was.H3% rate of return on 2-year Russian treasury
bonds. The projected cash flows followed from theldets for the years until 2016 approved by the
Management Board. Cash flows for further five yeaesbased on the Gordon model and are determined
by extrapolating the results for 2016 at a fixeovgh rate of 3%.

The analysis did not reveal any impairment of inwests in subsidiaries as at December 31st 2011.
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Key financial data of subsidiaries:

Liabilities and
provisions for

Period Assets liabilities Equity Revenue Profit/(loss)
Jan 1-Dec 31 2011
Pfleiderer MDF Sp. z o.0. 402,865 350,186 52,679 1,286 8,833
Silekol Sp. z 0.0. 129,808 68,269 61,539 329,484 658,
Pfleiderer Prospan S.A. 546,359 83,906 462,453 84153, 31,635
Jura Polska Sp. z 0.0. 12,764 10,678 2,086 60,998 167)(
Pfleiderer MDF OO0O*) 421,308 378,678 42,630 0 (3B)3
Pfleiderer OO0 421,391 308,771 112,620 398,425 6I4,6
Unifloor Sp. z 0.0 (in
liquidation) *) **) 0 4,686 (4,686) 0 2)
Pfleiderer Services Sp. z 0.0.%) 21 0 21 0 (1)
Blitz 11-446 GmbH*) 283,563 283,456 107 0 3)
2,218,079 1,488,630 729,449 1,503,898 28,240

*) Unaudited

**) Unifloor Sp. z 0.0. (in liquidation) is a suliary of Pfleiderer Prospan S.A., which is whollued by the

Company.

Liabilities and

provisions for
Period Assets liabilities Equity Revenue Profit/(loss)

Jan 1-Dec 31 2010
Pfleiderer MDF Sp. z o.0. 405,242 396,674 8,568 230D (11,161)
Silekol Sp. z o.0. 130,272 77,390 52,882 241,642 56
Pfleiderer Prospan S.A. 523,277 76,068 447,209 9399, 17,818
Jura Polska Sp. z 0.0. 12,471 10,218 2,253 55,063 96 1
Pfleiderer MDF OOO%) 345,874 280,632 65,242 0 (99)3
Pfleiderer OOO 404,874 328,814 76,060 278,522 ®,71
Unifloor Sp. z 0.0. (in
liquidation) *) *) 2 4,687 (4,685) 0 0
Pfleiderer Services Sp. z 0.0.%) 22 0 22 0 0
1,822,034 1,174,483 647,551 1,195,604 (14,193)

*) Unaudited

**) Unifloor Sp. z 0.0. (in liquidation) is a suluBary of Pfleiderer Prospan S.A., wholly-owned hg Company.

11. Other non-current financial assets

Other non-current financial assets
Financial assets available for sale
- shares in companies not listed on a regulatedries

market
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12. Deferred income tax asset and liability

Deferred income tax asset and liability arise inrezction with the following items of the statemehfinancial position:

Non-current assets

Property, plant and equipment
Non-current loans advanced - subsidiaries
Current assets

Inventories

Trade and other receivables

Current loans advanced - subsidiaries
Non-current liabilities

Borrowings and other debt instruments
Employee benefits payable

Current liabilities

Overdraft facility

Borrowings and debt securities

Trade and other payables
Employee benefits payable

Total tax loss brought forward
Deferred income tax asset/liability
Deferred income tax asset and liability offset

Deferred income tax asset/liability disclosed in th
balance sheet

Assets Liabilities Net Assets Liabilities Net
Dec 31 2011 Dec 31 2011 Dec 31 2011 Dec 31 2010 30010 Dec 31 2010
821 9,513 (8,692) 928 10,310 (9,382)
0 12,339 (12,339) 3,818 13,514 (9,696)
690 0 690 729 0 729
605 303 302 2,030 68 1,962
0 7,966 (7,966) 0 0 0
0 742 (742) 0 0 0
930 0 930 837 0 837
379 0 379 0 0 0
1,108 0 1,108 323 0 323
667 0 667 262 0 262
982 0 982 769 0 769
18,089 0 18,089 16,306 0 16,306
24,271 30,863 (6,592) 26,002 23,892 2,110
0 (24,271) 0 (23,892) 0 0

0 6,592 2,110 0
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Changes in temporary differences during the repgieriod:
From January 1st 2011 to December 31st 2011:

Change in

temporary

differences
recognised in

As atJan 1 profit or loss for As at Dec 31
2011 the period 2011
Non-current assets
Property, plant and equipment (9,382) 690 (8,692)
Non-current loans advanced - subsidiaries (9,696) 2,64Q) (12,339)
Current assets
Inventories 729 (39) 690
Trade and other receivables 1,962 (1,660) 302
Current loans advanced - subsidiaries 0 (7,966) 667,9
Non-current liabilities
Borrowings and other debt instruments 0 (742) (742)
Employee benefits payable 837 93 930
Current liabilities
Overdraft facility 0 379 379
Borrowings and debt securities 323 785 1,108
Trade and other payables 262 405 667
Employee benefits payable 769 213 982
Total tax loss brought forward 16,306 1,783 18,089
2,110 (8,702) (6,592)
From January 1st 2010 to December 31st 2010:
Change in
temporary
differences
recognised in
As atJan 1 profit or loss for As at Dec 31
2010 the period 2010
Non-current assets
Property, plant and equipment (10,769) 1,387 (9,382
Non-current loans advanced - subsidiaries (4,354) 5,34Q) (9,696)
Current assets
Inventories 880 (151) 729
Trade and other receivables 1,655 307 1,962
Non-current liabilities
Employee benefits payable 750 87 837
Current liabilities
Borrowings and debt securities 1,046 (723) 323
Trade and other payables 252 10 262
Employee benefits payable 683 86 769
Total tax loss brought forward 11,102 5,204 16,306
1,245 865 2,110
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13. Inventories

Dec 31 2011 Dec 31 2010
Materials and merchandise 62,450 34,484
Semi-finished products and work in progress 211 0
Products 16,777 15,480
Prepaid deliveries 5 959
Total 79,443 50,923

Inventories are disclosed in the statement of Gir@rposition at net value, i.e. net of impairmérgses
of PLN 3,632 thousand (December 31st 2010: PLNB{B8usand).

14. Trade and other receivables

Dec 31 2011 Dec 31 2010
Trade receivables and prepayments 35,179 56,637
Current prepayments and accrued income 1,890 1,872
Current VAT receivables 5,654 5,145
Other receivables 78,004 69,311
Total 120,727 132,965
As at December 31st 2011, trade receivables wereegl by impairment losses of PLN 4,066

thousand (December 31st 2010: PLN 4,421 thousand).

Other receivables include in particular receivalhleder a deposit at Pfleiderer AG made in connectio
with a performance bond under a contract on delieéran MDF/HDF board production line concluded
by a supplier and the Company’s subsidiary, PfleidMDF OOO, amounting to PLN 75,147 thousand.
Given the estimated contract completion date, #posiit is considered as a current deposit.

Trade and other receivables include the followingricial receivables

Dec 31 2011 Dec 31 2010
Trade receivables 35,179 56,637
Other receivables 77,541 68,794
Total 112,720 125,431

Factoring of receivables

The Company and its subsidiaries Pfleiderer ProghAnand Pfleiderer MDF Sp. z 0.0. are partiea to
factoring agreement concluded for a period not tehothan one year. The factoring agreement is
regularly extended for successive periods. At predee factoring agreement is valid until MarcrsB1
2014. The agreement provides for recourse fact@@ngices with respect to trade receivables whieh a
covered by insurance policies with a PLN 200m linaibllection of the receivables purchased by the
factor is secured by an assignment of rights utidereceivables insurance agreements.

Under the factoring agreements, the factor purchtse receivables at their full nominal value, émel
cost of financing the factoring service (WIBOR +rgia) is covered by the Company. If the debtork fai
to pay their liabilities, the factor has a clainwgrds the insurer under the insurance agreemeht wit
respect to 90% of the value of the receivables,thademaining 10% of the receivables value is Ve
pro rata to the loss incurred by the Company. As @mmpany continues to be exposed to a portion
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(10%) of the receivables sold to the factor unterfactoring agreement, that portion of the reddes
together with the related liabilities continue @ tecognised in the Company’s financial statemériis.
remainder of the receivables (90%) were derecodnfsem the Company’s statement of financial

position.

The table below presents the amounts of the treckgivables sold under the factoring agreement laand t
value of the receivables and the related liabditinich continue to be recognised by the Compartlgen

statement of financial position:

Total trade receivables

Receivables derecognised from the statement aidinh
position

Net trade receivables

Factoring receivables as at the reporting date
Payments made by customers, not submitted taatterf
Balance after payments, including:

Derecognised receivables (90%)

Receivables recognised in the Company's statemerft o
financial position

up to the commitment amount (10%)

Settlement of factoring services

Factoring receivables as at the reporting date

Other settlements with the factor — cash in transit
Receivables derecognised from the statement ofdiabn
position (90%)

Factoring liabilities as at the reporting date

15.  Equity

Par value of share capital
Number of ordinary shares

Dec 31 2011 Dec 31 2010
94,221 112,293
(59,042) (55,656)
35,179 56,637
Dec 31 2011 Dec 31 2010
,2169 65,605
3,614 (3,765)
65,603 61,840
59,042 55,656
6,561 6,184
Dec 31 2011 Det 2010
169,2 65,605
(717) (101)
(59,042) (55,656)
9,58 9,848
Dec 31 2011 Dec 31 2010
16,376 16,376
49,624,000 49,624,000

Pfleiderer Grajewo S.A. is a subsidiary of Pfleate®ervice GmbH, which holds 65.11% of the shares i
Pfleiderer Grajewo S.A. In the period from Januésf to December 31st 2011, the number of the
Company shares held by its main shareholder, efleidService GmbH, did not change.

Share capital

The share capital is made up of 49,624,000 ordishayes with a par value of PLN 0.33 per shareatAs
December 31st 2011 all the shares were paid upeBbialers have the right to dividend and are etitl
to one vote per share at the General Meetingshdrfihancial year 2011, there were no changesan th

Company’s share capital.

In the period from the registration of the shangitehin 1994 to December 1996 the Company operiated
a hyperinflationary environment. IAS 29 (FinandRéporting in Hyperinflationary Economies) requires
that each component of equity (except retainediegsrand revaluation surplus) be restated by apglsti
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general price index from the period of hyperinflati Such retroactive restatement would cause share
capital and statutory reserve funds to increasthbyotal amount of PLN 28,863 thousand and rethin
earnings to decrease by the same amount.

Share premium

The share premium account is created from the sexafgsroceeds from issuance of shares above their p
value. In 2011, there were no changes in shareipnem

Statutory reserve funds

Statutory reserve funds are increased by distohgtiof net profit (i.e. at least 8% of net profit
until statutory reserve funds reach one-third @f share capital). In 2011, the portion of the 2pfdfit
allocated by the Company to statutory reserve fuvais PLN 1,294 thousand.

Dividends
The Company did not pay any dividend in 2011.

16. Earnings per share

Basic earnings per share were calculated baseueoidmpany’s net profit attributable to ordinararss
and the weighted average number of ordinary shargstanding during the financial year. The
Company’s profit attributable to ordinary shares tbe financial year ended December 31st 2011
amounted to PLN 40,801 thousand, whereas profibatable to ordinary shares for the financial year
ended December 31st 2010 was PLN 1,294 thousand.

The weighted average number of ordinary sharegamdig in the financial year used to calculatddas
and diluted earnings per share was as follows:

Jan 1 2011 - Jan 1 2010 -

Dec 31 2011 Dec 31 2010
Number of shares as at January 1st 49,624,000 49,624,000
Number of shares as at December 31st 49,624,000 49,624,000
Weighted average number of shares as at December 31 49,624,000 49,624,000

Basic and diluted earnings per share are as fallows

Jan 1 2011 - Jan 1 2010 -

Dec 31 2011 Dec 31 2010
Basic earnings per share as at December 31st 0.82 0.03
Diluted earnings per share as at December 31st 0.82 0.03
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17. Borrowings and other debt instruments

Dec 31 Dec 31
2011 2010

Non-current liabilities
Borrowings from related entities 24,904 20,845
Overdraft facilities 0 18,226
Non-current portion of interest-bearing bank borirays 452,030 524,364
Total 476,934 563,435
Current liabilities
Overdraft facilities 9,579 0
Current portion of interest-bearing bank borrowings 70,918 30,000
Interest payable on bank borrowings 6,120 262
Total 86,617 30,262

Bank borrowings

Pfleiderer Grajewo S.A. has credit lines availdbléhe form of overdraft facilities. As at Decemlgdrst
2011, liabilities under bank borrowings amountedPtdN 538,647 thousand (December 31st 2010: PLN
572,852 thousand).

Terms and repayment schedules of the bank borrewasgat December 31st 2011 and December 31st
2010:

As at Dec 31 2011

Maturity Non-current
Lender Interest rate date Security Current portion portion
Syndicate of 5
banks Tranche B WIBOR-+margin 2012-03-16 mortgagesigas 9,579 0
Syndicate of 5
banks Tranche A WIBOR-+margin 2013-12-30 mortgagesjges 37,737 452,030
shares in
EBRD EURIBOR+margin  2012-06-19 Pfleiderer OOO 39,301 0
Total 86,617 452,030
As at Dec 31 2010
Maturity Non-current
Lender Interest rate date Security Current portion portion
Syndicate of 5 Mar 16
banks Tranche B WIBOR-+margin 2012 mortgages, pledges 0 18,226
Syndicate of 5 Dec 30
banks Tranche A WIBOR-+margin 2013 mortgages, pledges 30,262 490,001
EURIBOR+margi shares in
EBRD n Jun 19 2012 Pfleiderer OO0 0 34,363
Total 30,262 542,590
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On March 16th 2010, Pfleiderer Grajewo S.A. (“then@pany”), and its subsidiaries Pfleiderer Prospan
S.A. and Silekol Sp. z 0.0. (“the Subsidiaries”"gexted a PLN 700,000,000 credit facility agreement
with a bank syndicate. The syndicate comprises BRBEKAO S.A. as the syndication agent (the
“Agent”), Bank Zachodni WBK S.A., BRE Bank S.A., fiis Bank Polska S.A. and Bank Gospodarki
Zywnosciowej S.A. (the “Banks”).

The credit facility extended to the Company untleragreement is split into two tranches:

- PLN 530,000,000 Tranche A, in the form of a nemalving facility to be used to repay the
outstanding debt owed by the Company and its siavi&d to the Banks;

- PLN 170,000,000 Tranche B, in the form of a wogkicapital revolving facility to be used to
repay the outstanding debt owed by the Companyitansubsidiaries to the Banks and to finance the
Company’s day-to-day operations.

The repayment date for Tranche A is December 308 2while Tranche B is to be repaid in full two
years after the execution of the credit facilityesgment. Furthermore, under Tranche B bank guaante
and letters of credit may be issued.

The funds were disbursed on March 31st 2010, faligwthe execution of the relevant security
documents and security agreements, as well asraeragnt between the lenders, which was signed by
the Banks and the European Bank for ReconstruetiohDevelopment.

Repayment of the credit facility is secured by enbar of instruments, including:

- mortgages over the real estate owned by the Coynpiad the Subsidiaries, on which production
facilities are located;

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

- financial and registered pledge over the Compmsiiares in the Subsidiaries; the pledge covers
100% of the shares in Pfleiderer Prospan S.A. @36l &f the shares in Silekol Sp. z 0.0,;

- financial and registered pledge over the Compaayd the Subsidiaries' bank accounts;

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

For more details on the security, see Note 24.

Additionally, an agreement creating a pledge ov@gidrerer Grajewo S.A.’s shareholding in Pfleiderer
MDF OOOQ is to be executed and the scope of sedurite created over Pfleiderer MDF OOQ's assets is
to be established. Currently, May®31012 is the date when these obligations are todte

Under the agreement, the subsidiaries will be piahd severally responsible for the liabilitiesased

by the Company as the borrower.

The credit facility agreement contains financialeeants which require that certain financial raties
maintained at a prescribed level.

The credit facility bears at a variable rate whgve bank margin depends on the ratio of net fir@nci
debt to EBITDA.

Moreover, Pfleiderer Grajewo S.A. has commitmeotgards the European Bank for Reconstruction and
Development (the “EBRD”) under the put/call optiagreement of December 28th 2005. In performance
of the agreement, in Q2 2007, Pfleiderer OOO issaad the EBRD acquired, new shares worth EUR
7m. The agreement provides for the Bank’s equitplvement for a period of five years. Following the
lapse of the period, the shares will be sold teiBérer Grajewo S.A. The transaction's annual fumndi
costs, resulting from the difference between thelpase price and the selling price of the sharésbey
equal to the interest expense on the facility adedrby EBRD to Pfleiderer OOO. Pfleiderer Grajewo
S.A. has a call option to repurchase the sharaekbethe Bank at any time. The Bank has a put aptio
over the shares, whereby it may sell the sharedbgdCompany if the financial agreements executed
between the Company, Pfleiderer OOO and the Baalkberached, or if there is a risk that the shares
might not be repurchased at the expected date.

48



PFLEIDERER GRAJEWO SA.
Notes to the annual separate financial statementsfor the financial year ended December
31st 2011

(all amounts in PLN ‘000)

Borrowings from related entities
In 2010, the Company was advanced a EUR 5m borpiynPfleiderer Service GmbH. The borrowing

is to be repaid by June 30th 2014. As at Decembstr 2011, debt under the borrowing was PLN 24,904
thousand (including accrued interest).

18. Employee benefits payable

Dec 31 2011 Dec 31 2010
Salaries and wages 1,515 1,361
Personal income tax 551 512
Social security 1,736 1,707
Social Benefits Fund 1,416 1,451
Retirement severance pays 5,155 4,497
Unused holidays 1,285 1,264
Employee bonuses 2,832 1,988
Total 14,490 12,780
Non-current portion 4,895 4,405
Current portion 9,595 8,375

Retirement and disability severance pays

The employees with the required length of serviee,25 years for men and 20 years for women, are
entitled to retirement severance pay upon reaclimy retirement age of 65 years and 60 years,
respectively. Employees with permanent work digigbientitling to disability benefits under the salc
security scheme, are entitled to disability seveeapay. The basis for computations of the amount of
retirement and disability severance pay is the eygd’s monthly pay. The amount of the severance pay
increases proportionately following ten years o/®e at the Company at the rate of 10% of thesbasi
computations for each year of service above tersyead following 20 years of service at the Comypan

at the rate of 20% of the basis of computatioreieh year of service above 20 years.

Liabilities under retirement and disability severarpay were determined by a qualified actuary ugieg
actuarial projected unit cost method. The followasgumptions were used:

. Data on staff movements was derived from the siedisf Pfleiderer Grajewo S.A. for 1997—
2011, and the statistics available to Certum (a@udirm). In accordance with the nature of staff
movements, the level of staff fluctuations was as=aito fall as the employees’ age increases.

. The mortality rate was based on the likelihood @&tth depending on age, based on the 2004
Life Expectancy Tables for Poland compiled by thenttal Statistics Office (GUS), which are life
expectancy tables generally accepted in Polandhdtassumed that the population of people emplayed
Pfleiderer Grajewo S.A. corresponds to the Polisbrage (60%) in terms of mortality and health
condition.

. The likelihood of obtaining the status of a disabjgerson was based on the likelihood of
retirement due to disability at Pfleiderer Graje®dA. for 1997-2011 and the statistics available to
Certum (actuarial firm).

. The retirement age for men and women is 65 ande@@sy respectively.
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. In accordance with the rules governing the awardratifrement severance pays, persons
terminating their employment with the Company lds&r rights to any future retirement severance pay
. The date for calculating all entittements was tlgibning of each calendar year, with the
assumption that the entitlements are evenly digkibthroughout the year.

. The calculations were made in PLN.

. The remuneration growth rate was assumed at 5%nmem.

. The discount rate on future benefits was assumégoat

Employee bonuses

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

Pfleiderer AG stock option scheme

Under the programme for share-based payments irfatme of shares in parent Pfleiderer AG, the
employees of Pfleiderer Grajewo S.A. had the pdagilbo acquire options for shares in PfleidereG A
directly from Pfleiderer AG. The options were measlusing the Black-Scholes model, taking into
account the three-year period until the optionsobex vested and the unconditional right to receive
payment is acquired (for details see Note 25 Malteglated-party transactions).

19. Trade and other payables

Dec 31 2011 Dec 31 2010
Trade payables 87,522 81,204
Liabilities under factoring agreements 9,458 9,848
Liabilities under investment supplies 3,795 426
Other liabilities 3,818 4,354
Total 104,593 95,832

As at December 31st 2011, other liabilities congatisn particular prepaid deliveries of PLN 1,000
thousand and accruals (including audit costs, enuental charge, insurance and guarantees) of PLN
2,233 thousand.

As at December 31st 2010, other liabilities congatisn particular prepaid deliveries of PLN 1,103
thousand and accruals of PLN 1,344 thousand.

Trade and other payables include the followingrizial liabilities:

Dec 31 2011 Dec 31 2010
Trade payables 87,522 81,204
Liabilities under factoring agreements 9,458 9,848
Liabilities under investment supplies 3,795 426
Other liabilities 2,535 2,987
Total 103,310 94,465

For information on exposure to currency and ligyidisk with respect to liabilities, see Note 21.
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20. Liabilities to related entities under debt seatties

Dec 31 2011 Dec 31 2010
Liabilities to related entities under debt secasiti 293,515 293,017
Total 293,515 293,017

The liabilities under debt securities in the amooiPLN 293,515 thousand as at December 31st 2011
(December 31st 2010: PLN 293,017 thousand) retetieet commercial paper issued in the form of short-
term notes. As at December 31st 2011, the notes edd by Pfleiderer Prospan S.A., a subsidiary.

The notes were issued pursuant to a commercial papgramme agreement concluded with a bank. The
maximum value of the notes to be issued underthgramme, ending June 2012, is PLN 500m.

21. Financial instruments

Objectives of and Methods for Financial Risk Managment

The Company manages all types of financial rislcdiesd below, which may have a significant effatt o
its operations in the future, and focuses on marlsils management, including interest rate risk,
currency risk, credit risk, and liquidity risk.

The objective behind credit risk management issthuce the Company'’s losses which may follow from
customers’ insolvency. This risk is mitigated witfe use of receivables insurance and factoringcesv
The objective of currency risk management is toimise losses arising out of unfavourable changes in
foreign exchange rates. The Company monitors iteenay position from the point of view of its cash
flows. To manage its currency risk, it first relies natural hedging and where necessary uses fdrwar
contracts. The objective of financial liquidity naagement is to protect the Company against insojxzenc
This objective is pursued through regular projectiof debt levels in a five-year horizon, and
arrangement of appropriate financing sources.

The Company is exposed to credit risk, interest regk and currency risk in the ordinary course of
business. Financial derivatives are used to hdugeurrency risk.

Credit risk

In accordance with the Management Board’s policgdit risk exposure is monitored on an ongoing
basis. All customers who require credit in excelsa gertain amount are evaluated in terms of credit
worthiness. The Company does not require any sgauricustomer assets.

The Company insures its trade receivables. As aeber 31st 2011, ca. 90% of total trade receigable
from non-related parties were covered with tradglitinsurance. The insurance secures credit rifla—
customer fails to pay, the insurer covers the (tssinsurance deductible is 10%).

The Company did not incur any significant lossesulting from failure to collect receivables from
customers. Impairment losses are recognised onsum@d receivables, as well as the amounts
corresponding to the Company’s deductibles in iaatio receivables insured, on the basis of a kdetai
analysis of the accounts receivable.

As at the reporting date, there was no signifiaartcentration of credit risk. The carrying amouht o
each financial asset represents the maximum crisiliexposure. The total credit risk exposure was a
follows:
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Dec 31 2011 Dec 31 2010
Loans advanced and receivables 496,635 508,818
Cash and cash equivalents 1,380 839
Other non-current financial assets 10 10
Total 498,025 509,667

As at December 31st 2011 and December 31st 20&0dw® trade receivables were as follows:

Gross value Impairment loss

Dec 31 2011 Dec 31 2011
Not overdue 26,114 0
Overdue by:
0-180 days 5,886 673
180-360 days 0 0
More than 360 days 7,245 3,393
Total 39,245 4,066

Gross value Impairment loss

Dec 31 2010 Dec 31 2010
Not overdue 39,716 0
Overdue by:
0-180 days 14,825 740
180-360 days 868 30
More than 360 days 5,649 3,651
Total 61,058 4,421

Changes in impairment losses on trade receivablgeeifinancial year are presented below.

Jan 1 2011 - Dec

Jan 1 2010 - Dec

312011 312010
Balance at beginning of the period 4,421 5,777
Change in impairment losses (355) (1,356)
Balance at end of the period 4,066 4,421

Interest rate risk

The Company carries cash at banks, receivablesr uodes granted, as well as liabilities under bank
borrowings and credit facilities. Interest rate&kris connected with interest payments under instnts
bearing interest at floating rates. As at the repgrdate, the Group did not hedge against theasteate
risk. Its current receivables and liabilities ac exposed to the interest rate risk.

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

A 1% change in interest rates would lead to a changnet profit and equity by the amounts set out
below. The analysis presented below is based oagtiemption that other variables, especially FEgat
remain unchanged.
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Jan 12011 - Dec 312011 Jan 1 2010 - Dec 31 2010

increase decrease increase decrease
1% 1% 1% 1%

Variable-rate financial instruments (6,670) 6,670 (5,326) 5,326
Difference in the amount of interest and effecipoufit
before tax (6,670) 6,670 (5,326) 5,326
Difference in the amount of interest and effecheh
profit (5,403) 5,403 (4,314) 4,314
Effect on equity 0 0 0 0

Analysis of the sensitivity of fair value of fixedrate financial instruments

The Company does not carry any significant fixetg-fanancial assets or liabilities measured atJalue
through profit or loss and does not use derivativassactions as fair value hedges. Therefore aageh

in interest rates would have no effect on the Camjsastatement of comprehensive income through a
change in the fair value of financial instruments.

Currency risk

The Company is exposed to currency risk througtietteansactions denominated in foreign currencies,
including both purchases of materials and merclsandind sale of finished products. Therefore, én th
event of any exchange rate fluctuations the regpftireign exchange gains and losses are offsirte
extent. The Company monitors its foreign currenogifions on an on-going basis and hedges open
positions — first, through natural hedging; andosek; through forward transactions.

Forward transactions included purchase of foreigrmrency at a predetermined rate. In 2011, the
Company used forward contracts to hedge its cuyreisk related to business transactions (product
exports). The forward contracts used to hedge thpgany’s business transactions provide for the sale
of EUR at a pre-determined rate. This helps toreethe export sales margin and mitigate the rikked

to a decline in export sales margins following frappreciation of the domestic currency. The Company
had no unsettled forward contracts as at Decenttsr2811.

As at December 31st 2011, the fair value of thoaeshactions recognised in the statement of finhncia
position amounted to PLN O thousand.

Forward contracts were measured at the end of eamith. Changes in the fair value of hedging
transactions are recognised in accordance withelge accounting policy.

Furthermore, Pfleiderer Grajewo S.A. is exposecdutoency risk resulting from RUB-denominated loans
extended to Pfleiderer OOO and Pfleiderer MDF O@flj a EUR-denominated loan received from
Pfleiderer Service GmbH.

The Company’'s exposure to currency risk, calculatsdg the exchange rate effective at the endef th
financial year (PLN ‘000):
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As at Dec 31 2011: EUR usD RUB SEK
Trade receivables and prepayments 89,915 49 0 0
Loans advanced 0 0 367,225 0
Borrowings and other debt instruments (64,206) 0 0

Trade and other payables (11,343) 0 0 0
Balance-sheet exposure, gross 14,366 49 367,225 0
Net exposure 14,366 49 367,225 0
As at Dec 31 2010: EUR usD RUB SEK
Trade receivables and prepayments 96,426 76 0 64
Loans advanced 0 0 339,588 0
Borrowings and other debt instruments (55,208) 0 339,588 0
Trade and other payables (9,728) (4) 0 0
Balance-sheet exposure, gross 31,490 72 339,588 64
Forward transactions 31,682 0 0 0
Net exposure (192) 72 339,588 64

As at December 31st 2011, the Company had no lesétrward contracts, used to hedge export sales.
As at December 31st 2010, the Company had eiglettled forward contracts.

Analysis of sensitivity to exchange rate changes

A 5% change in the value of a foreign currencyalation to the ztoty would lead to changes of profi
before tax, net profit, and equity as specifiecbiaelThe analysis is based on the assumption that ot
variables, in particular interest rates, remainhamged.

As at Dec 31 2011: change + 5% change - 5%

EUR 718 (718)
uUsD 2 2)
RUB 18,361 (18,361)
SEK 0 0
Effect on profit before tax 19,081 (19,081)
Effect on net profit 15,456 (15,456)
Effect on equity 0 0
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As at Dec 31 2010: change +5% change -5%
EUR 1,574 (1,574)
uUsD 4 4)

RUB 16,979 (16,979)
SEK 3 3)

Effect on profit before tax 18,560 (18,560)
Effect on net profit 15,034 (15,034)
Effect on equity (1,283) 1,283

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

Exchange rate as at Exchange rate as at

Currency Dec 31 2011 Dec 31 2010
EUR 4.4168 3.9603
uUsD 3.4174 2.9641
RUB 0.1061 0.0970
SEK 0.4950 0.4415
Liquidity risk

The table below presents an analysis of the Comgdmancial liabilities by the remaining time to
maturity as from the reporting date. The amounéesgmted in the table are contractual, non-discdunte
cash flows.

As at Dec 31 2011:

More
Carrying Contractual  Below 6 6-12 1-2 2-5 than 5
amount  cash flows  months months years years years
Overdraft facilities 9,579 9,724 9,724 0 0 0 0
Borrowings and other debt
instruments 553,972 648,015 80,871 40,046 497,438 29,660 0
Liabilities under debt securities 293,515 295,000 295,000 0 0 0 0
Trade and other payables 103,310 103,310 103,310 0 0 0 0
960,376 1,056,049 488,905 40,046 497,438 29,660 0
As at Dec 31 2010:
More
Carrying Contractual  Below 6 6-12 1-2 2-5 than 5
amount cash flows  months months years years years
Overdraft facilities 18,226 19,933 697 697 18,539 0 0
Borrowings and other debt
instruments 575,471 694,109 36,765 34,597 111,101 511,646 0
Liabilities under debt securities 293,017 297,000 297,000 0 0 0 0
Trade and other payables 94,465 94,465 94,465 0 0 0 0
981,179 1,105,507 428,927 35,294 129,640 511,646 0
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As at December 31st 2011, the Company held debéruaderdraft facilities and credit lines in the
amount of PLN 538,647 thousand, and under a bongwailvanced by a related party, amounting to PLN
24,904 thousand. Unused credit facilities amoutdeBLN 142.0m as at December 31st 2011. Most of
these liabilities were long-term credit limits Fmore details, see Note 17. In addition, the Company
holds cash in the amount of PLN 1.4m.

In 2011, the Company financed its activities also@ short-term debt securities in the form of sote
acquired by Pfleiderer Prospan S.A. and Silekol 55p.o., subsidiaries. After their redemption, $hor
term notes are usually issued for subsequent pesiidh ensures a continuous source of financing.

Pfleiderer Grajewo S.A. is an indirect subsidiafyPéleiderer AG (the parent of the Company's main
shareholder, Pfleiderer Service GmbH), which hagaificant financial debt. In connection with aies

of events relating to legal and economic situaB&G, in 2010, there was a breach of Pfleiderer AG o
its loan agreements. Pfleiderer Grajewo Group abthiwaivers from its financing banks, whereby the
banks waived their rights to terminate the creadility agreement with the Group due to the breaich
credit agreements by Pfleiderer AG.

On May 12th 2011, Pfleiderer AG reported that itl meached an agreement with its financing banks
regarding key elements of the financial restruomirand debt refinancing plan. The terms of the
agreement required an approval of the agreemePRflbiderer AG's share- and stakeholders. Some non-
controlling shareholders and holders of hybrid [®hdve appealed against the resolutions grantmg th
approvals to competent courts. As a result of megakerdict of Higher Regional Court, Frankfurt/Mai
from March 27th 2012 the debt relief and recapitdion of the company that had been planned within
the scope of the restructuring plan is now no lopgssible by this means. On 28 March 2012 Pfleider
AG in Neumarkt filed an application for insolven@ccording to the information provided by Pfleidere
AG, the Management Board of Pfleiderer AG filedeguest to open insolvency proceedings and has
requested to act as debtor in possession. The Mareag Board, supervised by a judicial administrator
will continue managing and restructuring the conypan

According to the best knowledge of the Board otferer Grajewo agreements concluded between the
PAG and its banks were not uttered in connectiotih WAAG application for insolvency. Moreover,
according to the best knowledge of the Board oleitkrer Grajewo PAG application for insolvency is
not a breach of Pfleiderer Grajewo credit agreement

Pfleiderer Grajewo S.A. monitors the ratios on agang basis and, based on its short-term financial
plans, analyses the risk of failure to meet thimsat

Fair value of financial assets and liabilities

Fair value of financial assets and liabilitiesiigitar to their carrying amounts as at Decembet 2041
and December 31st 2010.
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Capital management

The key ratio applied by the Company to monitoriggis equity to total assetdn 2011, the ratio rose
from 32.75% to 34.82%, mainly as a result of thepmefit being higher as compared with the previous
year.

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

Dec 31 2011 Dec 31 2010
Equity 525,023 484,811
Total assets 1,507,764 1,480,137
Ratio
Equity 34.82% 32.75%

Total assets

The Company manages equity in a manner enabliogmintain a safe level of the debt to equityorati

In addition, pursuant to the Commercial Companiede; the Company is required to create statutory
reserve funds by creating provisions in the amofiat least 8% of profit for a given financial yeantil
the amount of the statutory reserve funds reacheglord of the Company’s share capital.

22. Operating lease agreements

The Company executed an operating lease agreenogigerning its laminating and impregnating
equipment. Monthly lease payments are recognisedy uke straight-line method in profit or loss for
current period.

The operating lease payments outstanding as atploeting date are presented in the table below:

Dec 31 2011 Dec 31 2010

Up to one year 3,736 4,047
From 1 to 5 years 0 4,418
Total 3,736 8,465

23. Contractual commitments to acquire property, pant and equipment

In 2011, the value of capex projects (chiefly madkation) was PLN 6.0m. The largest project planned
for 2011 was the panel processing solution (projatite: PLN 3.7m), which was postponed from 2010.
Ultimately, the Company spent PLN 0.14m more ongi@gect in 2011, primarily due the higher than

budgeted EUR/PLN exchange rate in the second h#ikeoyear.

The remaining capital expenditure was spent onlemaiojects scheduled for 2011.
As at December 31st 2011, the Company had threengicapex projects.
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24. Contingent liabilities and security

As at December 31st 2011, the Company had isseciitbwing sureties:

Liability Amount in
origination Type of surety's Amount of Curren
Beneficiary date liability currency liability cy Valid until:
Pfleiderer MDF Sp. z 0.0.  Apr 24 2009 surety 1,115 4,923 EUR Jul 15 2019
EBRD Dec 28 2005 surety 35,000 33,975 EUR not spekifi

Sureties presented in the table below include:

. Surety of up to EUR 1.1m (PLN 4.9m) for PfleideMDF Sp. z 0.0. This surety secures the
partial repayment of a PLN 227m credit facility adeed to Pfleiderer MDF Sp. z 0.0. by PKO BP S.A.
. up to the amount of EUR 35,000 thousand valid fafefinite term, for the benefit of the

European Bank for Reconstruction and Developmenthi® liabilities under the bank facility grantex t
its subsidiary, Pfleiderer OOO, to finance the tamtion of a new plant in Russia. As at DecemHiest 3
2011, debt outstanding under the borrowing was E\#R2 thousand (PLN 33,975 thousand). The surety
expires upon Pfleiderer OOQO'’s achieving the agteeels of financial ratios and establishing seguoit

its assets for the benefit of the Bank.

In order to secure the Banks’' claims under the itriettility agreement, on March 25th 2010 the
Company executed documents and agreements corganrparticular:

. establishing contractual security mortgages over @mmpany’s and the Subsidiaries’ real
estate, up to the maximum amount of PLN 1,400m;

. establishing registered pledges over assets own#tellCompany and the Subsidiaries (pledge
over a business), up to the maximum amount of PJOSAm);

. establishing registered and financial pledges awsounts credited to bank accounts;

. assigning rights by way of security;

. establishing financial and registered pledges dweiCompany’s shares in the Subsidiaries; the

pledge covers 100% of the shares in Pfleiderernfaro$.A. and 50% of the shares in Silekol Sp. z 0.0

As at 31st December 2011, the Company held 2,462ddistered ordinary shares in Pfleiderer Prospan
S.A. with a total par value of PLN 246,213,600,resenting 100% of the company’s share capital and
100% of the total vote at its General Meeting; 2700 shares in Silekol Sp. z 0.0. with a total pa
value of PLN 22,700,00 representing 50% of the caomyfs share capital and 50% of the total votesat it
General Meeting.

Furthermore, on March 25th 2010 the Company and#r&ks executed a creditors agreement with the
European Bank for Reconstruction and DevelopmdBBRD”), which provides financing to Pfleiderer
OO0 of Russia (a subsidiary of the Company) unberdredit facility agreement of December 27th
2005. Under the creditors agreement, the partiesedgupon the scope of the security to be estalish
over the Company’s and the Subsidiaries’ assets.

In order to secure the EBRD'’s claims under the gnui@e agreement and the put/call option agreement,
on March 25th 2010 the Company executed agreeraadtsdocuments whereby:

. contractual blanket security mortgages were estadi over the Company’'s and the
Subsidiaries’ real estate, up to the maximum amotiRLN 70.5m;
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. registered pledges were created over assets ownib Company and the Subsidiaries(pledge
over a business), up to the maximum amount of PQISr.

In addition, in H1 2010, the Company signed an exgent whereby a pledge was created over the
Company’s equity interest in Pfleiderer OOO for thenefit of the EBRD, to secure repayment of a
credit facility advanced to Pfleiderer OOO undezdit facility agreement of December 27th 2005. The
pledge was established over one share in Pfleid2@®D’s share capital, representing 84.1913% of the
company’s share capital and conferring the righB8401913% of the total vote at Pfleiderer OOQ’s

General Meeting.

As at December 31st 2010, the Company had issesibitbwing sureties:

Liability Amount in
origination Type of surety's Amount of
Beneficiary date liability currency liability Currency Valid until:
Pfleiderer MDF Sp. z 0.0.  Apr 24 2009 surety 1,115 4,414 EUR Jul 15 2019
BGZ S.A. Sep 3 2008 surety 35,624 6,662 PLN Nov 30201
EBRD Dec 28 2005 surety 35,000 48,788 EUR not spekifi
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25. Material related-party transactions

Pfleiderer Grajewo S.A.’s related-party transacdiin 2011:

Purchase of Liabilities
Other merchandise, Receivables under Trade and
Finance operating Dividend services and under borrowings and other

Entity Sales income income income Finance costs materials borrowings bonds receivables  Trade liabilities
Pfleiderer MDF OOO 382 12,497 0 0 0 0 166,174 0 3,610 0
Pfleiderer Unifloor Sp. z o.0. 0 0 0 0 0 0 0 0 0 0
Pfleiderer MDF Sp. z 0.0. 126,650 264 0 0 0 48,061 390 0 4,905 10,302
Silekol Sp. z o0.0. 647 2,098 0 0 1 68,022 16,300 0 110 8,148
00O Pfleiderer Russia 63,926 16,141 0 0 0 0 201,051 0 6,298 0
Pfleiderer Prospan S.A. 22,428 0 0 16,392 11,777 11,339 0 293,515 3,969 0
Jura Polska Sp. z 0.0. 725 0 15 0 0 22,603 0 0 164 2,472
Pfleiderer Services GmbH 327 0 0 0 1,554 4,134 0 24,904 1,344 1,100
Pfleiderer Aktiengesellschaft 0 0 0 0 0 3,256 0 0 75,147 601
Wodego GmbH 50 0 0 0 0 0 0 0 0 0
Duropal GmbH 0 0 0 0 0 232 0 0 0 0
Pergo Inc. 19 0 0 0 0 0 0 0 0 0
Pergo (Europe) AB 7 0 0 0 0 0 0 0 0 0
Total 215,161 31,000 15 16,392 13,331 157,647 383,915 318,419 95,547 22,623

Receivables from Pfleiderer AG are exclusively realeles under a deposit placed with Blitz.

Pfleiderer Grajewo S.A. is a subsidiary of PfleateBervice GmbH, with Pfleiderer AG as the ultimaéeent.
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Pfleiderer Grajewo S.A.’s related-party transacion2010:

Purchase of Liabilities
Disposal of  Purchases merchandise, Receivables under Trade and
of tangible Finance Dividend Finance services and under borrowings other

Entity Sales assets income income costs materials borrowings and bonds  receivables Trade liabilities

Pfleiderer MDF OOO 39 0 0 9,187 0 0 0 131,972 0 2,893 0
Pfleiderer MDF Sp. z 0.0. 89,847 0 0 1,378 0 0 43,423 17,766 0 14,902 7,626
Silekol Sp. z o.0. 688 0 0 1,240 0 287 51,575 26,033 4,999 128 15,219
OO0 Pfleiderer Russia 59,961 0 0 12,865 0 0 0 207,616 0 19,387 0
Pfleiderer Prospan S.A. 21,650 16 38 0 13,488 10,961 22,740 0 288,018 0 3,846
Jura Polska Sp. z 0.0. 671 0 0 0 1,311 0 23,963 0 0 159 4,324
Pfleiderer Services GmbH 4,753 0 0 0 0 1,056 5,385 0 20,845 1,695 1,301
Pfleiderer Aktiengesellschaft 2 0 0 0 0 0 2,269 0 0 67,380 648
Pergo Inc. 64 0 0 0 0 0 0 0 0 64 0
Uniboard USA LLC. 270 0 0 0 0 0 0 0 0 270 0
Wodego 39 0 0 0 0 0 0 0 0 6 0
Total 177,984 16 38 24,670 14,799 12,304 149,355 383,387 313,862 106,884 32,964

Receivables from Pfleiderer AG are exclusively resleles under a deposit placed with Diffenbacher.
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On December 22th 2011, Blitz 11-446 GmbH ("PfleisleBPV"), a new SPV in which Pfleiderer
Grajewo S.A. and Pfleiderer Service GmbH (a subsydof Pfleiderer AG) hold 50% interests each,
purchased components of the production line maiwfed by Dieffenbacher and designed to be
assembled at the MDF/HDF board production plarRirssia. The value of those components is EUR
53,842,497.01 (PLN 239,265,288.20). The componeate purchased in a non-cash transaction and the
Pfleiderer incurred no expenses related to thehase As a result of the transaction, two compaofies
the Pfleiderer Group, Pfleiderer SPV and Pfleidéi&F OOO, hold the ownership rights to the entire
production line manufactured by Dieffenbacher ardighed to be assembled at the MDF/HDF board
production plant in Russia.

In order to execute the transaction, on Decembrd 2011 Pfleiderer Grajewo S.A. and Pfleiderer AG
executed an annex to the agreement of July 2nd 200€erning financial collateral under the contract
for delivery of the MDF/HDF production line ("the elivery Contract”) concluded between
Dieffenbacher and Pfleiderer MDF OOO.

Under the annex, Pfleiderer Grajewo S.A. transteromto Pfleiderer AG a 50% interest in joint

ownership of the machinery supplied under the [RelivContract ("the Parent's Interest in the
Machinery"). The Company's Interest in the Machingas subsequently transferred onto Dieffenbacher
and eventually onto Pfleiderer SPV. The value & fParent's Interest in the Machinery is EUR
17,013,900.00 (PLN 75,606,368.82 PLN).

Moreover, prior to the execution of those transendithe Company's Interest in the Machinery was
released from security created for the benefithef hanks providing financing to the Parent, i.eniBa
PEKAO S.A., Bank Zachodni WBK S.A., BRE Bank S.BNP Paribas Bank Polska S.A. and Bank
GospodarkiZywnosciowej S.A. The release was made in exchange faisasignment by way of security,
performed on December 22nd 2011, of the ownershit to the machinery purchased by Pfleiderer
SPV. The assignment by way of security securesapayment of 50% the bank borrowing granted to
the parent and 50% of bank borrowings granted lgidefrer AG.

Remuneration of members of the Management and Supeisory Boards

Remuneration of members of the Pfleiderer Grajewandfiement Board (including bonuses) paid or
payable for the reporting period was as follows:

Jan 12011 Jan 1 2010
Name - Dec 31 2011 - Dec 31 2010
Woijciech Gitkiewicz 735 501
Johann Bitzi n/a 639
Rafat Karcz 369 287
Dariusz Tomaszewski 456 337
Radostaw Wierzbicki 460 354
Total 2,020 2,118

With effect as of February 8th 2011, Johann Bi¥Zice-President of the Management Board, was
removed from office as member of the Pfleidererj&va Management Board.

As at December 31st 2011, the number of Pfleid&smjewo shares held by the members of its
Management and Supervisory Boards was as follows:

- Mr Wojciech Gytkiewiecz, President of the Management Board, Bgl@0 Company shares,
- Mr Rafat Karcz, Member of the Management Boardd8,472 Company shares,
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- Mr Dariusz Tomaszewski, Member of the Managenioard, held 4,108 Company shares;
- Mr Radostaw Wierzbicki, Member of the ManagemBaard, held 2,000 Company shares.

Under the stock option scheme of Pfleiderer AG,gheent of the Pfleiderer Group, the members of the
Pfleiderer Grajewo Management Board were entitteddquire options for the parent’s shares directly
from Pfleiderer AG. The options were measured usiegBlack-Scholes model and assuming a three-
year vesting period.

The value of the options granted to the memberthefPfleiderer Grajewo Management Board in the
2011 financial year was as follows:

- Mr Rafat Karcz, Member of the Management BoafL-N 15.5 thousand

- Mr Dariusz Tomaszewski, Member of the Managenizard — PLN 10.1 thousand

- Mr Radostaw Wierzbicki, Member of the ManagemBaard — PLN 7.8 thousand.

The managerial contract with Mr Rafat Karcz, membkthe Management Board, contains a provision
entiting Mr Karcz to a one-off severance pay equalone month’s remuneration if the contract is
terminated by notice.

The managerial contract with Mr Rafat Karcz, membkthe Management Board, contains a provision
entiting Mr Karcz to a one-off severance pay equealone month’s remuneration if the contract is
terminated by notice.

The managerial contract with Mr Wojciechit@ewicz, President of the Management Board, iedfs
of January 1st 2012, provides for a six-month mogieriod.

Remuneration paid to the members of the SuperviBoard of Pfleiderer Grajewo S.A. in 2010 was as
follows:

Jan 12011 Jan 12010
Name - Dec 31 2011 - Dec 31 2010
Jan Waniak 48 45
Total 48 45

The other members of the Supervisory Board of &¢er Grajewo S.A. did not receive remuneration.

As at December 31st 2011, Mr Jan i@k, a member of the Supervisory Board, held 1@ ©6mpany
shares. The other members of the Supervisory BofaRdleiderer Grajewo S.A. did not hold any shares
in the Company.

As at December 31st 2010, Mr Pawet WyrzykowskidieD80 Company shares.

As at December 31st 2011, the members of the Mamagieand Supervisory Boards of Pfleiderer
Grajewo S.A. had no outstanding debt under any &mgieements with the Company.
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26. Supplementary information to the statement of&sh flows

Structure of cash and cash equivalents

Dec 31 2011 Dec 31 2010

Cash in hand and at banks 1,380 839

Cash disclosed in the statement of cash flows 1,380 839

Change in liabilities

Dec 31 2011 Dec 31 2010
Change in trade and other payables 8,761 27,457
Increase/(decrease) in investment liabilities (3,369) (41)
5,392 27,416

27. Events subsequent to the end of the reportingepod

After December 31st 2011, Pfleiderer Grajewo Sakried out 16 issues of debt securities in the fofm
short-term notes, to optimise the management oftmup's financial liquidity. The notes were issued
pursuant to a commercial paper programme agreeexeauted with Bank PEKAO S.A. on July 22nd
2003 and in accordance with the Polish Bonds Aciurfe 29th 1995 as zioty-denominated, unsecured,
zero-coupon bearer securities in book-entry forrhe Totes are redeemed at par. The notes were
acquired by subsidiary Pfleiderer Prospan S.A.

On January 31st 2012, Pfleiderer Grajewo S.A. veckra notification dated January 27th 2012 from
Wojciech Gitkiewicz, President of the Management Board. In ribéfication, Mr Gatkiewicz, acting
pursuant to Art. 160 of the Act on Trading in Fiogh Instruments of July 29th 2005, notified the
Company that in 2011 he acquired Company shardsantivtal value of up to EUR 5,000. 2,400 ordinary
bearer shares were acquired at prices ranging bz 8.10 to PLN 8.78 per share in ordinary session
transactions concluded on the Warsaw Stock Exchang&igust 29th and September 6th 2011.

On March 7th 2012, Mr Hans-Joachim Ziems tendersadsignation from the position of a member of
the Pfleiderer Grajewo Supervisory Board, with efffes of April 10th 2012.

On March 15th 2012, an annex was signed to theitdfadility Agreement of March 16th 2010 executed
by Pfleiderer Grajewo S.A. as the lender, Pfleid@®mspan S.A. and Silekol Sp. z 0.0. as othegoldi
under the agreement and a syndicate of financimixdo@omprising: Bank Polska Kasa Opieki S.A.,
Bank Zachodni WBK S.A., BRE Bank S.A., Bank Gosp&daywnosciowej S.A. and BNP Paribas
Bank Polska S.A. (formerly Fortis Bank Polska S.Alhder the annex, the repayment date for Tranche
B, previously scheduled for March 16th 2012, waerded. Consequently, the full amount of Tranche B
(PLN 170m) falls due on March 16th 2013.

On 28 March 2012 Pfleiderer AG in Neumarkt filedagplication for insolvency.
According to the information provided by PfleidefgB, the Management Board of Pfleiderer AG filed a
request to open insolvency proceedings and hasesezpll to act as debtor in possession. The

Management Board, supervised by a judicial adnratist, will continue managing and restructuring the
company.
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Pfleiderer AG is the parent of the Pfleiderer Gradtijis a holding company, which does not condunst a
operating activities. Pfleiderer AG employs 10 fst&he bankruptcy petition was filed exclusivelythvi
respect to Pfleiderer AG and does not involve tlieiderer AG Group’s subsidiaries which continue
their day-to-day operations unaffected.

The Pfleiderer Grajewo Group companies have naegsny sureties for Pfleiderer AG’s liabilities.

The Company’s direct shareholder is Pfleiderer 8erGmbH in Neumarkt, however, the bankruptcy
petition does not cover Pfleiderer Service GmbH.

Pfleiderer AG is not a direct shareholder in anyhef Pfleiderer Grajewo Group companies.

In the opinion of the Pfleiderer Grajewo Managenteoard, the potential declaration of Pfleiderer AG’
bankruptcy will not adversely affect the Pfleidef@rajewo Group’s day-to-day operations. The Group
companies are fully independent in terms of openati have their own procurement systems and sales
channels. The Pfleiderer Grajewo Group holds sépdoan agreements securing funding of its day-to-
day operations.

On April 2nd 2012 Company and its subsidiary uraleng Pfleiderer Prospan S.A. received a
notification of initiation of anti-trust proceediagoy the President of the Office of Competition and
Consumer Protection ("UOKIiK") dated March 30th 2@it?2the conclusion by Kronospan Szczecinek Sp.
z 0.0., Kronospan Mielec Sp. z 0.0., Kronopol Sp.a, Pfleiderer Grajewo S.A. and Pfleiderer Pamsp
S.A. an agreement restricting competition on thmelstic chipboard and fibreboard market.

The information obtained indicates that the cdes fare just currently created from the materidheaed
during the investigation. Pfleiderer Grajewo SA ansubsidiary of Pfleiderer S.A. are currently wajt

for an opportunity to review case files. Units wegreen 14 days' notice for explanations. At thigst,

the Board of Pfleiderer Grajewo and Pfleiderer asdithe available information is not able to qufgint
the risk.

At the Extraordinary General Meeting held on Adrith 2012 Mr Jochen Schapka was appointed as
Member of the Supervisory Board.

Extraordinary General Meeting held on April 10tHLl2Gadopted resolution on a consent for extension of
a duration of the debt bearing securities issugramame in a form of bonds by June 30th, 2017.

28.  Accounting estimates and assumptions

The Company performs estimates and makes assumptitating to the future. Accounting estimates
derived in that way may not, by their nature, cgpmnd to actual performance. Below are discussed
those estimates and assumptions that are connedtiech significant risk of having to make major
adjustments to the carrying amounts of assetsiahbitities in the course of the following financigar.

The Company performs reviews on a regular basigraies impairment losses on individual asset items
in the statement of comprehensive income. In pddi¢cimpairment losses are made on trade receigabl
and on receivables related to materials and fidispeods. In addition, it reviews tangible assets,
including a review of their useful lives and circstances affecting the recoverable amount. The amoun
of future liabilities under retirement and disatilis determined with an actuarial method on th&saf
adopted assumptions.

In particular, significant areas of uncertaintylwiespect to the estimates as well as the judgnmeade
during the application of accounting policies whibhd the most significant effect on the figures
disclosed in the financial statements are presénttd following Notes:
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. Notes to the annual separate financial statem@ttzpter 6, Section d (iv) — Useful economic
life of property, plant and equipment,

. Nota 7 — Corporate income tax,

. Note 8 — Recoverable value of non-financial norr-entrassets,

. Note 18 — Measurement of liabilities under defieeaployee benefits

. Note 18 and 25 — Measurement of share-based payment

. Note 21 — Valuation of financial instruments

. Note 22 — Classification of lease agreements

. Note 24 — Contingent liabilities.
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