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FINANCIAL HIGHLIGHTS

Jan12011-Jan12010- Jan12011- Jan 1 2010-
Dec 31 2011Dec 31 2010 Dec 31 2011 Dec 31 2010

PLN ‘000 EUR ‘000
Revenue from sales of products,
merchandise and materials 730,081 616,183 176,3443,878
Operating profit 40,004 23,939 9,663 5,978
Profit before tax 49,503 429 11,957 107
Net profit 40,801 1,294 9,855 323
Net cash from (used in) operati
activities 51,741 62,805 12,498 15,684
Net cash from (used in) investing
activities 58,754 (23,201) 14,191 (5,794)
Net cash from (used in) financil
activities (109,954) (43,629) (26,558) (10,895)
Total net cash flow 541 (4,025) 131 (1,005)
Basic earnings per share
(PLN / EUR) 0.82 0.03 0.2 0.01
Diluted earnings per share
(PLN / EUR) 0.82 0.03 0.2 0.01
PLN/EUR average exchange
rate 4.140: 4.0044
31.12.2011 31.12.2010 31.12.2011 31.12.2010
PLN ‘000 EUR ‘000
Total assets 1,507,764 1,480,137 341,37@73,744
Liabilities 982,741 995,326 222,501 251,326
Non-current liabilities 488,421 567,840 110,583143,383
Current liabilities 494,320 427,486 111,918107,943
Equity 525,023 484,811 118,870 122,418
Share capital 16,376 16,376 3,708 4,135
Number of shares 49,624,000 49,624,000 49,624480624,000
Book value per share (PLN /
EUR) 10.58 9.77 2.40 2.47

Share price as at the reporting
date PLN / EUR 4.4168 3.9603
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GENERAL INFORMATION

Pfleiderer Grajewo S.A. conducts its business iaj&vo, a town in north-eastern Poland.

Initially, the Company operated under the name aitaZdy Ptyt Wiérowych S.A. of Grajewo and was
originally registered on July 1st 1994 by the DistCourt, Commercial Court of Laka, in Section B of
the Commercial Register under entry No. 270. Suleseity, on May 9th2001, it was registered by the
District Court of Biatystok, XIl Commercial Divisioof the National Court Register, under entry NRK
0000011422. On September 18th 2002, the Pfleideraewo Management Board received the decision
of the District Court of Bialystok to enter the Copamy’s new name in the National Court Register.
Accordingly, on September 18th 2002, the Companyenaas changed to Pfleiderer Grajewo S.A. The
registered office of Pfleiderer Grajewo S.A. isiaited at ul. Wiérowa 1, Grajewo, Poland. The Comgpan
shares are publicly traded. In accordance withRblish Classification of Business Activities, Pfleier
Grajewo S.A. is registered under No. 1621 Z.

Pfleiderer Grajewo S.A.’s business consists inrfaufacturing of wood products, manufacturing and
veneering of chipboard, impregnation of paper, it@dactivities in Poland and abroad, provision of
industrial services related to the Company’'s cowosiress as well as other services based on the
Company’s resources.

As at the end of the reporting period, the compwsibf the Pfleiderer Grajewo Management Board ass
follows:

1. Wojciech Gtkiewicz President of the Management Board
2. Rafat Karcz Member

3. Dariusz Tomaszewski Member

4. Radostaw Wierzbicki Member

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

As at December 31st 2011, the composition of the@@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 tendered his regign from the position of a member of the
Pfleiderer Grajewo Supervisory Board.

At the Extraordinary General Meeting held on Novem®4th 2011 Mr Pawet Wyrzykowski was removed
from the post of Chairman of the Supervisory Board.

Mr Hans-Joachim Ziems and Mr Hans-Kurt von Werderevappointed 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 {hest of Supervisory Board Chairman.

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

At the Extraordinary General Meeting held on Afith 2012 Mr Jochen Schapka was appointed as
Member of the Supervisory Board.
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Large holdings of Pfleiderer Grajewo shares:

Number of Ownership Number of % of votes at
Shareholder structure as at Apr 16 2012  shares interest (%) votes at GM GM
Pfleiderer Service GmbH 32,308,176 65.11% 32,308,176 65.11%
Aviva OFE Aviva BZ WBK 4,928,816 9.93% 4,928,816 9.93%
ING OFE 2,639,144 5.32% 2,639,144 5.32%
Other shareholders 9,747,864 19.64% 9,747,864 19.64%
TOTAL 49,624,000 100.00% 49,624,000 100.00%

The information on the number of shares in Pfl@deGrajewo S.A. held by Aviva OFE (former
Commercial Union Otwarty Fundusz Emerytalny BPH @GABK) is based on the most recent notification
of change in the number of shares held, receivatidoZompany on July 10th 2007.

Information on the number of shares in Pfleidereaj@vo S.A. held by ING OFE is based on the most
recent notification of change in the number of ekdreld, received by the Company on June 5th 2009.

The number of the Company shares held by its ntaresiolder, Pfleiderer Service GmbH, did not change
during the period under review.

External factors with a bearing on the Company’s baginess:

- Dependence on customers — cooperation with cus®nms based on long-term framework
agreements, ensuring stable cooperation and longdevelopment.

- Customer insolvency risk — the Company monitbies financial liquidity of its customers on an
ongoing basis, mitigating the customer insolverisly by using trade credit insurance.

- Dependence on suppliers — key raw materials @gegh by the Company include wood and wood
waste, decorative paper, chemical substances, authine parts. The Company mitigates the
related risk by using diversified sources of sugglilncreases in the prices of the raw materials
affect the Company as well as its competitors andhis reason do not have an adverse effect on
the Company’s competitive position.

- Currency risk — the Company is not exposed to sigpificant currency risk. It monitors its
exposure to exchange-rate fluctuations on an oggbasis and relies on natural hedging and
forward transactions to hedge the risk.

- Seasonality — sales fall in the second quartdhefyear. Seasonal changes do not give rise to a
significant risk for the Company as lower saleshi@ period are accompanied by lower purchases
of raw materials. The Company’s liquidity remaietatively stable over the second quarter.

Internal factors with a bearing on the Company’s bsiness:

- Technological process — the technologies empldyedhe Company involve exposure to fire
hazard. To mitigate that risk, the Company usesumhber of technical and organisational
safeguards. There is no risk of unscheduled proseggpages at the Company, as its plant and
equipment is relatively new.

- Debt risk — the Company is the parent of the otBoup companies. Therefore, it bears all the
burdens related to the financing of investmentgatgj within the Group. The debt is monitored on
an ongoing basis. To mitigate the liquidity risketCompany uses a full spectrum of available
financial instruments.
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Plans and development prospects for 2012

2
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Focus on the furniture sector and strengthenfrihe Company’s position as a leading full-range
supplier for the sector.

Geographical and product range expansion.

Implementation of new technical systems and wesitring of the Company through further

optimisation of the production processes and ashgs programme.

Modernisation of the production plant and equiptmi@ order to ensure the highest quality of
products and enhancement of production efficiency.

Promotion of the brand and mission of Pfleideasr a modern and continuously expanding
company, which implements state-of-the-art techmiekand respects the natural environment.

In 2011, the efforts of Pfleiderer Grajewo S.A. wre focused on the following tasks:

Optimisation of production and costs.

Analysis of production and sales volumes andsinijg them to current market demand.
Enhancing security of trade.

Optimisation efforts designed to improve the @any’s operating efficiency.

Securing of wood supplies.

Improving the quality of products and services.

Enhancing efficiency and production processesutih tight cost control.

Securing stable sources of external financingtfe Company in the long-term perspective.
Promoting the Company’s image as a financidliple and reliable business partner.

. Strengthening of Pfleiderer’'s market positigrmbomoting the Company's brand and vision.

Financial standing of Pfleiderer Grajewo S.A.

The structure of financing of the Company’s asge#s follows:

Dec 31 2011 Dec 31 2010

PLN ‘000 PLN ‘000
Equity 525,023 484,811
Non-current liabilities 488,421 567,840
Long-term capital (equity + non-current liabilitjes 1,013,444 1,052,651
Current liabilities 494,320 427,486

In 2011, Pfleiderer Grajewo S.A. financed its ofieres chiefly with bank borrowings and, to a certai
extent, issues of notes acquired by Pfleiderergamn$s.A and Silekol Sp. z o.o0.

On March 16th 2010, Pfleiderer Grajewo S.A. (thefifpany”) and its subsidiaries Pfleiderer Prospan
S.A. and Silekol Sp. z 0.0. (the “Subsidiaries"gexted a PLN 700,000,000 credit facility agreenveitt

a bank syndicate. The syndicate comprised Bank REKAA. as the syndication agent (the “Agent”),
Bank Zachodni WBK S.A., BRE Bank S.A., Fortis Bamtdska S.A. and Bank Gospodarkiwnosciowe;
S.A. (the “Banks”).

The credit facility is split into two tranches:

PLN 530,000,000 Tranche A, in the form of a newelving 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 wogkcapital revolving facility to be used to repay
the outstanding debt owed by the Company and ibsidiaries to the Banks and to finance the
Company’s day-to-day operations.
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The funds were disbursed on March 31st 2010, fatigvexecution of the relevant security documents an
security agreements, as well as an agreement betivedenders, executed by the Banks and the Eanope
Bank for Reconstruction and Development.

The credit facility bears interest at WIBOR pluskanargin, whose level is variable and dependshen t
ratio of net financial debt to EBITDA.

3 Staff and remuneration at Pfleiderer Grajewo S.A.

As at December 31st 2011, the Company employeds&#8 including the management personnel and
staff working under managerial contracts or apmminby the Supervisory Board. The employment
structure as at the last day of the reporting plesiad the corresponding period of the previous yeer as
follows:

Dec 31 2011 Dec 31 2010
Employees
- direct production employees 282 277
- indirect production employees 121 118
- administration, office and other employees 177 017
- management staff 3 4
Total 583 569

The employment at the Company has remained unctidnga long time.

Remuneration of the members of the Pfleiderer @Gmaj®lanagement Board, including bonuses paid for
the period January 1st — December 31st 2011 wimilaws:

1. President of the Management Board - Wojciegtki@wicz PLN 735 thousand

2. Member - Rafat Karcz PLN 369 thousand

3. Member - Dariusz Tomaszewski PLN 456 thousand
4. Member - Radostaw Wierzbicki PLN 460 thousand

In addition, the Management Board members listenyalveceived remuneration from other subordinated
entities. See Note 29 to the 2011 consolidatedhizd statements.

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

The managerial contract between Pfleiderer Pro§pAn the Company'’s related entity, and Mr Dariusz
Tomaszewski, member of the Management Board, amniaiprovision entitling Mr Tomaszewski to a
one-off severance pay equal to one month’s remtioari the contract is terminated by notice.

The managerial contract with Mr Wojciechtdewicz, President of the Management Board, ie@ffs of
January 1st 2012, provides for a six-month noteogl.
The remuneration paid to the members of the Piterd8rajewo Supervisory Board for the period Jayuar

1st — December 31st 2011 amounted to PLN 48 thdusad was paid only to Mr Jan Woak.

As at December 31st 2011, the members of the Mamage and Supervisory Boards of Pfleiderer
Grajewo S.A. had no outstanding debt under any &mpeements with the Company.
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Under the stock option scheme of Pfleiderer AG, plaeent of the Pfleiderer Group, members of the
Pfleiderer Grajewo Management Board were entiteédquire options for the parent’'s shares directly
from Pfleiderer AG. The options were valued usihg Black-Scholes model and assuming a three-year
vesting periodThe value of options granted to the members ofRfieiderer Grajewo Management Board in the
financial year was as follows:

- Mr Wojciech Gitkiewicz, President of the Management Board — PLN O

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

- Mr Dariusz Tomaszewski, Member of the Manageniz#rd — PLN 10.1 thousand
- Mr Radostaw Wierzbicki, Member of the ManagemBaard — PLN 7.8 thousand.

4 Number of Pfleiderer Grajewo S.A. shares held bythe management staff of Pfleiderer
Grajewo S.A.

As at the date of this report, the number of P8etd Grajewo shares held by the Management Board
members was as follows:

- Mr Wojciech Gitkiewicz, President of the Management Board — 5gttdles
- Mr Rafat Karcz, Member of the Management Boaf3}472 shares

- Mr Dariusz Tomaszewski, Member of the ManageniBo#rd — 4,108 shares
- Mr Radostaw Wierzbicki, Member of the ManagemBaard — 2,000 shares.

Jan Waniak, Member of the Supervisory Board — 10,000 ehanf Pfleiderer Grajewo S.A. The other
members of the Supervisory Board held no Compaayesh

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

5 Production volume and structure

In 2011 and 2010, the production volumes at Pfleid&rajewo S.A. by main product groups were as
follows:

2011 2010
Raw chipboards m’ 575,906 554,515
Melamine-faced chipboards ‘000°'m 17,733 17,379

In 2011, there was a slight change in the struatfitbe output as compared with 2010. Productioraaf
chipboard increased by 4% in 2011, while productibmelamine-faced board rose by 2%.
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6 Sales volume and structure

Revenue reported by the Company in 2011 was PLND83Ghousand, up 18.5% year on year.

01.01.2011 - 01.01.2010 -

Revenue structure 31.12.2011  31.12.2010

By geographical region

Revenue from sales of products 553,587 462,844

Domestic sales 359,652 297,539

Exports 193,935 165,305

Revenue on sales of merchandise and materials 143,173 119,072

Domestic sales 117,998 82,866

Exports 25,175 36,206

Revenue from sales of products 33,321 34,267

Domestic sales 31,077 26,706

Exports 2,244 7,561

01.01.2011 - udziatw % 01.01.2010 - udziatw %

By product group 31.12.2011 31.12.2010

Revenue from sales of products 553,587 75.83% 462,844 75,11%
Chipboard 425,134 58.23% 350,080 56,81%
Finish fail (foil, edge banding, edge foil) 110,954 15.20% 70,440 11,43%
Other 17,499 2.40% 42,324 6,87%
Revenue on sales of merchandise and materials 143,173 19.61% 119,072 19,32%
Revenue from sales of materials 116,598 15.97% 77,336 12,55%
Revenue from sales of merchandise 26,575 3.64% 41,736 6,77%
Revenues from services 33,321 4.6% 34,267 5.56%
Total Sales 730,081 100.00% 616,183 5.56%

Quantitative sale of the main products of the Béegr Grajewo as follows

By product group ‘000 m® 2011 2010
Chipboard 314.0 300.8
MDF boards 1.4 1.7
Total quantitativesale 315.4 302.5

The furniture industry continues to be the mostangnt sector for Pfleiderer Grajewo S.A. as itcacus

for 90% of total sales. The Company takes stepsidce effectively place its products on the interior
design market. On the other hand, it focuses itsrtsf on expanding its presence on the construction
market, which is becoming increasingly more attvactor chipboard manufacturers in Poland.

The long-term sales strategy of Pfleiderer Grajéwa. in the furniture industry is based on threg ke
distribution channels:

- Sales to industrial customers

- Sales to the Pfleiderer Partner dealership nét\({®iP network)

- Export sales



Directors' Report on the Operations of Pfleideresj@vo S.A.
- PFLEIDERER in the period January 1st — December 31st 2011

Structure of the Company’s sales in 2010-2011 byridution channels:

Sales structure in 2010-2011 (PLN ‘000)

250 00¢

200 00¢|

150 00¢

100 00¢

50 00C¢]

201C 2011

‘DExports EQOther  EIndustry PP networll |ntra-group sales

Fig. Sales structure in 2010-2011 (PLN ‘000)

Export, direct sales to large and medium-sizedifure producers and sales to the Pfleiderer Partner
network remained the Company's key distributionncleds on the Polish market. In 2011, export sales
increased by 6% year on year. Similarly, a 34% -geayear increase was reported for sales to lange a
medium-sized furniture producers. Sales to theiddter Partner network saw a 8% year-on-year iserea
Intra-group sales to other subsidiaries of Pfledd&Grajewo S.A. Group in Poland grew by 33%

Shares of individual distribution channels in Rftrer Grajewo S.A.'s total sales in 2010-2011:

Shares of distribution channels in sales in 2011

Intra-group sales
20.6%

Exports
30.3%

PP network

10.1% Other

1.7%

Industry
28.3%

Fig. Shares of distribution channels in sales in 24.:
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Relative to the previous year, the share of expeitsrom 33% to 30.3%, whereas direct sales tgda
and medium-sized furniture producers rose from 26%8.3%, sales to the Pfleiderer Partner netweltk f
from 21% to 19.1%, and intra-group sales advanaad 8% to 20.5%.

7 Procurement

In 2011, the Company purchased wood from traditiGmarces of raw material, located in close
proximity to the plants.

The share of individual product groups in total @igs varied slightly between the plants due tarthe
different production profiles, local markets, oe tturrent pricing of various raw materials.

In Poland, forest wood represented 47.6% of albbep, while by-products of the wood processing
industry accounted for 50.8% of the total. In 20l share of recycled raw materials increased to
1.6%. Supplies of wood from Poland prevailed, aapmtesented 72% of total purchases.

8 Economic and financial data

The cost of materials and energy continues to kentbst significant component in the cost structure,
accounting for (62%) of the technical productionstcoOther significant cost components include
depreciation/amortisation (2%), salaries and o\eth€6%) and services (7%). The high share of ssvi

in the overall cost structure is attributable te fhct that certain auxiliary functions have beatsourced
and certain types of services are contracted fratarigal providers; another cause is a gradual afse
transport costs related to sales of products amgli®s of raw materials. Finance expenses are an
important component of the income statement.

In 2011, the Company recorded a year-on-year deglimargins:

Jan 12011 Jan 12010
-Dec 31 2011 -Dec 31 2010
Gross profit 6.78% 0.07%
Revenue
Jan 12011 Jan 12010
-Dec 31 2011 -Dec 31 2010
Net profit
5.59% 0.21%
Revenue
9 Use of bank borrowings

As at December 31st 2011, Pfleiderer Grajewo Sdhitsnsubsidiaries Pfleiderer Prospan S.A. andk8ile
Sp. z 0.0. had a PLN 499m credit facility, usedetinance the Company’s debt. The companies exeécute
the credit facility agreement with a bank syndicadenprising the same institutions which had presipu
provided funding to the Company, i.e. Bank PEKA®.§syndication agent), Bank Zachodni WBK S.A.
BRE Bank S.A. Fortis Bank Polska S.A. and Bank @asypki Zywnosciowej S.A.

The new facility, provided under an agreement ofddl6th 2010, is split into two tranches:

- PLN 530,000,000 Tranche A, in the form of a newmelving facility to be used to repay the
outstanding debt owed by the Company and its sisb&d to the Banks;
- PLN 170,000,000 Tranche B, in the form of a wogkcapital revolving facility to be used to repay

-10 -
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the outstanding debt owed by the Company and ibsidiaries to the Banks and to finance the
Company’s day-to-day operations.

The repayment deadline for Tranche A is Decemb#r 2013, while Tranche B is to be repaid two years
after execution of the credit facility agreemenirtRermore, under Tranche B bank guarantees araildet
of credit may be issued.

As at December 31st 2011, the debt outstandingruhdéank borrowings was as follows:
- Tranche A: PLN 490m
- Tranche B: PLN 9m

Also, Pfleiderer Grajewo S.A. has a commitment talsathe European Bank for Reconstruction and

Development (“EBRD”) under the put/call option agmeent of December 28th 2005. In performance of

the agreement, Pfleiderer OOO issued, and the E&fRjDired, new shares worth EUR 7m. The agreement
provides for the Bank to maintain its equity invaiwent for a period of five years. Following thedamf

the period, the shares will be sold to Pfleidereaj&vo S.A. The transaction's annual funding costs,

resulting from the difference between the purclpase and the selling price of the shares, wilebeal to

the interest expense on the facility advanced byERRD to Pfleiderer OOO.

Pfleiderer Grajewo S.A. has a call option enabitrig repurchase the shares held by the Bank atiamey
before the lapse of the five-year period. The EBRIs a put option to sell the shares if the firagc
agreements executed by the Company and Pfleidéd& @ith the EBRD are breached and if there is a
risk that the shares will not be repurchased by abeeed deadline. As at December 31st 2011, the
Company’s liabilities under the agreement were BONB01 thousand.

As at December 31st 2011, the total debt outstgngider the bank borrowings was PLN 539m.

For more information on interest rates applicabléhie credit agreements, see Note 17 to the Congpany
separate financial statements.

10 Investments and overhauls

To ensure proper operation on the market and itisyatio satisfy the customers' growing expectasiptine
Company must maintain its plant and equipment énlaist technical and technological condition. 16120
the Company spent PLN 9.0m on overhauls and maintenof the plant and equipment. The Company's
efforts in this respect result in gradual improveief the quality of products and help increase the
production capacity.

To maintain the necessary production volumes ancotesistently enhance the quality of products, the
Company's 2011 capex was allocated chiefly to asirgy the productivity. The largest project wad &P
3.8m upgrade of the Holzma panel saw. In total Gbmpany’s capex in 2011 was PLN 6.0m.

11 Feasibility of Pfleiderer Grajewo S.A.’s investrent plans for 2012

Pfleiderer Grajewo S.A.’s plans for 2012 assumeexagt PLN 21.0m. The largest portion of the amount
(PLN 16.0m) will be spent on a new short cycle lzation press for large-sized boards (PLN 14.7m will
be spent in 2012, the project is scheduled for d¢etigm in 2013). The rest of the amount will be rspen

smaller projects related to production, infrastioet and the plant's IT systems development.

-11 -
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12 Marketing activities in 2011
Promotion of the Pfleiderer brand and mission

- OUR MISSION STATEMENT:Through partnership in development and building wmm value, we
strive to ensure functional and sustainable woagbdaolutions for your home.

The Pfleiderer brand

- Creation of a positive image of the Pfleiderearist among all stakeholders;

- Pfleiderer — a reliable business partner offedtigactive prospects for growth;
- Professionalism, responsibility and credibilifytle management staff;

- Consistent internal and external communication.

Corporate objectives

- Positive financial result at all levels of the P& 2011;

- 10% margin on new products;

- Improved customer service — customer segmentation
- Increased focus on products generating highegimsir

- Sector diversification.

Marketing objectives

- Development of the Premium brands and products;

- Finding new applications for the existing prodok;

- Using all possible opportunities for strong erdanto local markets;

- Creating new quality of dealership network;

- Developing new communication channels at Pfleder

- Implementing trade and marketing standards foiisg new markets and customers.

Product policy
First of all, Pfleiderer Grajewo S.A. took stepsfmimise its product portfolio and continued seaiar
new markets. The Company put a lot of effort intdter development of its product mix.

Pricing

The continued efforts to withdraw from the commpdsegment of the furniture industry require the
Company to take broader look at its offering. Agesn items exposed to significant price pressuites,
group also includes many products with a potefiabetter margins.

In interior design, the Company entered the mawk#t high-end products. The customers expect good
quality and they are also ready to bear highersoomtinected.

-12 -
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Distribution strategy

Over the years, the duality of services renderedtfe furniture industry has proven to be an effiti
system and may now be considered optimal.

The Company needs to put yet more effort into inarg the distribution system in the interior design
sector.

New communication/distribution channels/; incregsthe Company's presence on the interior design
market through cooperation with the following partgroups:

- design and architecture studios,

- kitchen studios,

- entities offering interior design products andessories,
- innovative and non-mainstream furniture manufiagt)
- Pani Kowalska (communications).

Communications policy

Our extensive communications efforts effectivelyweyed information about the Company, its products
and values to all target groups. Depending on ¢ fof interaction between Grajewo Pfleiderer amal t
target groups (e.g. type of application of our piid or of business relations), the communications
process is based on different criteria and promaiesant values.

From the point of view of the target groups, sudssages may be broken down into those addressed to
end users and business partners, although these @ircommunication may often overlap.

The customer dimension - “Pfleiderer as a partrmewiging functional and sustainable wood-based
solutions for your home”

- Differentiation of Pfleiderer's products from Hsooffered by our competitors;
- Building strong product distinctiveness and chtasstics;
- Communications policy based on products' strengtid possible applications.

The business dimension - “Pfleiderer as a partmdeivelopment and building common value”
- Building Pfleiderer's position as an industrydeg
- Promoting the Company's image as an innovativeexperienced partner introducing new solutions

to the market;
- Promoting the Company’s image as a financiabypk partner focused on business growth.

-13 -
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13 Material related-party transactions as at Decemér 31st 2011

The table below presents related-party transacgéaasuted by the Company in the reporting period.
In 2011, the Company did not execute any relatety-paansactions other than on an arms’ lengthshasi

PLN ‘000
Purchase of Liabilities
Other merchandise, Receivables under Trade and
Finance operating Dividend Finance services and under loans borrowings and other

Entity Sales income income income expenses materials granted bonds receivables  Trade payables
Pfleiderer MDF OOO 382 12,497 0 0 0 0 166,174 0 3,610 0
Pfleiderer Unifloor Sp .z 0.0. 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
OO0 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 resleles under a deposit placed with Blitz.
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14 Management of Pfleiderer Grajewo S.A.’s financikresources in 2011

In 2011, Pfleiderer Grajewo S.A. financed its ofieres chiefly with bank borrowings and, to a certai
extent, issues of notes acquired by Pfleiderergamn$s.A and Silekol Sp. z o.o0.

As at December 31st 2011, the nominal value ofGbmpany’s debt under notes in issue totalled PLN
294m, and the debt under bank borrowings was PL9%53

15 Financial instruments

Overview of the financial instruments

a) Forward transactions

Forward transactions included purchase of foreigmenicy at a predetermined rate. In 2011, the Cagpa
used forward transactions to hedge its currengyreakated to business transactions (product exports

As at December 31st 2011, the Company had no lessétrward contracts.

Since January 1st 2009, the Company has appliegeh&ccounting. As a result, the effective portién o
gains or losses on fair value measurement of fatwerdging instruments is recognised under other
comprehensive income as other capital reserveshk ftaw hedges, and transferred to current period's
profit or loss when the transaction is closed.

b) Notes, use by the issuer incomes of the issoedate report on the operations

The commercial paper programme consists in isstishart-term notes in compliance with the Law on
Bonds dated 29 June 1995 in Polish zlotys, as hedmsmaterialized, unsecured, and zero-coupon
securities.

The notes issued by Pfleiderer Grajewo S.A. maturg to one year, and are held by Pfleiderer Rmosp
S.A. and Silekol Sp. z o0.0. through the agency aflBPEKAO S.A. Thus, Pfleiderer Grajewo S.A. does
not use bank borrowings bearing higher interesd, Riteiderer Prospan S.A. has placements which bear
higher interest than such instruments as treasiisy Bhe cost borne by the notes issuer is thekBan
commission fee. The notes are discount instrumeritgeir issue price reflects the discount inteeasd
they are redeemed at par.

As at December 31st 2011, Pfleiderer Grajewo S.delst under notes in issue towards Pfleiderer Rrosp
S.A. was PLN 294m (including interest). After Dedsmn 31st 2011, Pfleiderer Grajewo S.A. carried out
16 issues of debt securities in the form of shemtdt notes, to optimise the management of the Gsoup'
financial liquidity, to decrease Company’s exterdabts and to finance it's current business actwit

The programme’s objective is to optimise cash mamant within the Group, to decrease Company’s
external debts and to finance it's current busiressities

c) Loans, sureties and guarantees

Pfleiderer Grajewo S.A. executes new projects tiinomew companies in which it holds equity interests
The projects are financed partly with loans advedmieectly to special-purpose vehicles and partithw
loans granted by Pfleiderer Grajewo S.A.
In 2011, Pfleiderer Grajewo granted loans to fampanies in which it held equity interests:

- Pfleiderer OO0

- Pfleiderer MDF OOO

- Pfleiderer MDF Sp. z o.0.

- Silekol Sp. z 0.0.
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In the case of Pfleiderer OOO, as at December A1%1, the debt outstanding under the loan was PLN
201,051 thousand. The projects were financed withBf&enominated long-term loans granted by
Pfleiderer Grajewo S.A. to Pfleiderer OOO. Interest the loans accrues on a monthly basis and is
recognised as finance income. In 2011, Pfleide@OQepaid a portion of its debt: PLN 36,278 thousan
in principal and PLN 5,107 thousand in interestrpagts.

As at December 31st 2011, the outstanding amourlbaris granted by Pfleiderer Grajewo S.A. to
Pfleiderer MDF OOO (through which Pfleiderer Gragey8.A. is constructing an MDF/HDF board
production plant in Russia) was PLN 166,174 thodsan

In 2011, Pfleiderer Grajewo SA granted two loan®tieiderer MDF OOO of the total amount of RUR
82,182 thousand. Interest of loans is MOSPRIME +gma All these loans are the subordinated dekis to
credit granted by banks to the Pfleiderer Grajewa S

As at December 31st 2011, Pfleiderer MDF Sp. z ara Silekol Sp. z 0.0., subsidiaries, had two
outstanding loans advanced by Pfleiderer Grajewo S.

On February 8th 2011, the share capital of PfleiddDF Sp. z 0.0. was increased by PLN 35,278
thousand. The new shares were acquired by Pflei@egewo S.A. (PLN 17,639 thousand) and Pfleiderer
Service GmbH (PLN 17,639 thousand). As agreed w@poRebruary 25th 2011, the share capital increase
was effected through debt set-off by convertingtdetoler loans advanced by Pfleiderer Grajewo SW. a
Pfleiderer Service GmbH into equity. Therefore aa¥ecember 31st 2011, Pfleiderer MDF Sp. z 0.0.'s
debt outstanding under the loan was PLN 390 thalsan

As at December 31st 2011, Silekol Sp. z 0.0.'s datstanding under the loan was PLN 16,300 thousand
Silekol Sp. z o.0. repaid a portion of its debtNP&,700 thousand in principal and PLN 3,131 thodsan
interest payments.

Pfleiderer Grajewo has outstanding loan advance@flejderer Services GmbH in EUR for financing day-
to-day operations. As at December 31st 2011 Pfleidérajewo’s debt outstanding under the loan was
PLN 24.9 m. Full amount of loan falls due on Ju@th3014.

As at December 31st 2011, Pfleiderer Grajewo Saél.tiwo outstanding sureties:

- up to the amount of EUR 35,000 thousand validifidefinite term, for the benefit of the European
Bank for Reconstruction and Development for thbilies under the bank borrowing granted to its
subsidiary, Pfleiderer OOO, to finance the constoncof a new plant in Russia. As at December 31st
2011, the debt outstanding under the facility whHRE7,692 thousand (PLN 33,975 thousand). The
surety expires upon Pfleiderer OOQ'’s achievingabeeed levels of financial ratios and establishing
security on its assets for the benefit of the Bank.

- surety of up to EUR 1.1m (PLN 4.9m) for PfleideDF Sp. z 0.0. This surety secures the partial
repayment of a PLN 227m credit facility advanceétieiderer MDF Sp. z 0.0. by PKO BP S.A.

In order to secure the Banks’ claims under theitfadility agreement, on March 25th 2010 the Compa
executed documents and agreements concerningtioybar.

- establishing contractual security mortgages tiveiCompany’s and the Subsidiaries’ real estatéo up
the maximum amount of PLN 1,400m;

- establishing registered pledges over assets owdite Company and the Subsidiaries (pledge over a
business), up to the maximum amount of PLN 1,050m);

- creation of registered and financial pledges @amounts credited to bank accounts;
- assignment of rights under insurance agreemenigly of security;
- establishing financial and registered pledgesr dite Company’s shares in the Subsidiaries; the
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pledge covers 100% of the shares in Pfleiderergaro$.A. and 50% of the shares in Silekol Sp. z
0.0.

Furthermore, on March 25th 2010 the Company andBteks executed a creditors agreement with the
European Bank for Reconstruction and DevelopmeBBRD”), which provides financing to Pfleiderer
00O of Russia (a subsidiary of the Company) unilerctedit facility agreement of December 27th 2005.
Under the creditors agreement, the parties agrped the scope of the security to be created ower th
Company’s and the Subsidiaries’ assets.

In order to secure the EBRD’s claims under the gjutae agreement and the put/call option agreeroent,
March 25th 2010 the Company executed agreementda@naments whereby:

- contractual blanket security mortgages were éstaddl over the Company’s and the Subsidiaried’ rea
estate, up to the maximum amount of PLN 70.5m;

- registered pledges were created over assets owndte Company and the Subsidiaries (pledge over
a business), up to the maximum amount of PLN 79.5m.

In addition, in H1 2010, the Company signed an ament whereby a pledge was created over the
Company’s equity interest in Pfleiderer OOO for bemefit of the EBRD, to secure repayment of aitred

facility advanced to Pfleiderer OOO under the drédcility agreement of December 27th 2005. The
pledge was established over one share in Pfleid@@D’s share capital, representing 84.1913% of the

company'’s share capital and conferring the rigl84d 913% of the total vote at Pfleiderer OOQ’s &ah

Meeting.
Maximum
amount of
Security Company Bank security Currency Claim
PFLEIDERER
Mortgage over real estate GRAJEWO S.A. PEKAO S.A. 247,918,868 PLN Tranche A
PFLEIDERER
Mortgage over real estate GRAJEWO S.A. PEKAO S.A. 79,521,178 PLN Tranche B
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. BZ WBK S.A. 260,282,382 PLN Tranche A
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. BZ WBK S.A. 83,486,802 PLN Tranche B
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. BRE Bank S.A. 206,924,494 PLN Tranche A
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. BRE Bank S.A. 66,372,008 PLN Tranche B
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. BGZ S.A. 149,662,370 PLN Tranche A
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. B& S.A. 48,004,910 PLN Tranche B
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. Fortis Bank Polska S.A. 195,221,786 PLN Tranche A
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. Fortis Bank Polska S.A. 62,615,102PLN Tranche B
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. EBRD 52,500,000 EUR Guarantee
Mortgage over real estate PFLEIDERER
GRAJEWO S.A. EBRD 18,000,000 EUR Put option
PFLEIDERER
Pledge over assets GRAJEWO S.A. PEKAO S.A. 795,000,000 PLN Tranche A
PFLEIDERER
Pledge over assets GRAJEWO S.A. PEKAO S.A. 255,000,000 PLN Tranche B
PFLEIDERER Guarantee and
Pledge over assets GRAJEWO S.A. EBRD 79,500,000 EUR  put option
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d) Shareholdings

For details concerning holdings of shares see 4tments in subsidiaries” in Notes to the annuahssp
financial statements.

Financial risks related to the Company’s operations

Objectives and methods of financial risk managemeradopted by the Company

The Company manages all types of risk describedraalvehich may have a significant effect on its
operations in the future. In its risk control meaas,ithe Company focuses on the following risk $ype

- credit risk

- currency risk

- liquidity risk

- interest rate risk

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

The objective of currency risk management is toimiige losses arising out of unfavourable changes in
foreign exchange rates. Pfleiderer Grajewo S.A.itamnits currency position from the point of view
cash flows rather than profit or loss. To manage dtirrency risk, it first relies on natural hedgizgd
where necessary uses forward contracts. The timedmoadopted for position monitoring and hedging
transactions is up to 12 months.

The objective of financial liquidity managementts protect the Company against insolvency. This
objective is pursued through regular projectiordebt levels in a five-year horizon, and arrangenuént
appropriate financing sources.

a) Credit risk

Transactions which expose Pfleiderer Grajewo SAredit risk involve trade receivables. The creidi
related to trade receivables is limited, as thaarasr base is highly dispersed and the risk isrdified.
Therefore, the credit risk concentration is indigant. Moreover, the Group operates a strict nedaes
management policy, whereby the customer creditmgigated through the use of trade credit insueanc
and factoring. In 2011, approx. 90% of the Comparade receivables were secured in this way. dn th
event of insolvency of customers who have insuramerage, the compensation is paid by the insurer.
Each customer has a trade credit limit (usuallyeced by an insurance limit).

b) Interest rate risk

The Company has liabilities under bank borrowinigse interest rate risk is related to interest payine
under borrowings with floating interest rates. Twmpany does not hedge the interest rate risk.
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c) Currency risk

As at December 31st 2011, Pfleiderer Grajewo S.As wot exposed to currency risk under foreign-
currency loans, except for a loan with a nominéleaf EUR 5m received from Pfleiderer Service GmbH
and liabilities due to the EBRD under the put/cgition.

Foreign currency transactions relate both to puwebaf raw materials and sale of products. Thesefor
the event of any exchange rate fluctuations theltieg foreign exchange gains and losses are oftsat
certain extent. The Company monitors its foreigrrency positions on an ongoing basis and hedges ope
positions — first, through natural hedging (i.ey, darefully selecting currencies for new contracts)d
second, with forward transactions. Pfleiderer Graj&.A. monitors its currency exposure in termsasfh
flows.

In 2011, Pfleiderer Grajewo S.A. entered into a benof EUR/PLN forward contracts to hedge against
currency risk related to planned trade transactibhe Company had no unsettled forward contract as
December 31st 2011.

Furthermore, Pfleiderer Grajewo S.A. is exposeduimency risk resulting from RUB-denominated loans

extended to Pfleiderer OOO and Pfleiderer MDF OQO.

d) Price risk associated with financial instrumensg
Pfleiderer Grajewo S.A. is not exposed to any niatprice risk associated with financial instrungent

e) Risk of material cash-flow disruptions

Pfleiderer Grajewo S.A. is protected against anten& cash-flow disruptions by using significamedit
facilities available at any time. Material cashwialisruptions are also unlikely due to high custome
diversification. Extraordinary expenditure is alsgyanned well ahead and accounted for in thedityui
management process.

f) Risk of liquidity loss

The Company monitors its liquidity position on amgoing basis, both with respect to short-termitigy
(a few days forward) and long-term liquidity (a fgears forward).

Current ratio . . Average collection  Average payment Inventory turnover
Quick ratio . . .
period period ratio
Average
Current assets Current assets + inventories trade Average inventory
Current liabilities Current liabilities and other receivables Average trade and other liabilities Net sales revenue:360
Net sales revenue:360 Net sales revenue: 360
31.12.2011 0.74 0.58 63 days 49 days 32 days
31.12.2010 0.43 0.31 78 days 48 days 27 days

On March 16th 2010, the Company executed a PLNODOOthousand credit facility agreement (“Credit
Facility Agreement”) with a bank syndicate.

The Credit Facility Agreement contains financialveoants concerning the required level of certain
financial ratios, which are based on consolidatealicial data of the Pfleiderer Grajewo Group. Tdies
are:
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- financial debt to EBITDA

- total equity to total assets,

- current assets to current liabilities,
- debt-service coverage ratio,

In connection with a series of events relatingetgal and economic situation PAG, in 2010, there a/as
breach of Pfleiderer AG of its loan agreementseiB@rer Grajewo Group obtained waivers from its
financing banks, whereby the banks waived theltsdo terminate the credit facility agreement vihih
Group due to the breach of credit agreements lejdefler AG.

On May 12th 2011, Pfleiderer AG reported that itt heached an agreement with its financing banks
regarding key elements of the financial restruamiand debt refinancing plan. The terms of the eagent
required an approval of the agreement by PfleidA@is share- and stakeholders. Some non-controlling
shareholders and holders of hybrid bonds have dghemainst the resolutions granting the approials
competent courts. As a result of negative verdidtigher Regional Court, Frankfurt/Main from March
27th 2012 the debt relief and recapitalizationhaf tompany that had been planned within the scbpieo
restructuring plan is now no longer possible byg thieans. On 28 March 2012 Pfleiderer AG in Neumarkt
filed an application for insolvency. According ttet information provided by Pfleiderer AG, the
Management Board of Pfleiderer AG filed a requesben insolvency proceedings and has requested to
act as debtor in possession. The Management Bsapéyvised by a judicial administrator, will contin
managing and restructuring the company.

According to the best knowledge of the Board okiettrer Grajewo agreements concluded between the
PAG and its banks were not uttered in connectioth VAAG application for insolvency. Moreover,
according to the best knowledge of the Board deiérer Grajewo PAG application for insolvencyns

a breach of Pfleiderer Grajewo credit agreement.

Pfleiderer AG still runs the risk of breaching dtemjreements, which would put the Company in défau
on some of its borrowings. However, the Companyebet that, especially given its current financial
performance, the likelihood of failing to obtaideeant waivers from its creditors is low.

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

The exposure to currency, credit and interestniaks has not materially changed since the relefgiee
Company's previous annual report for 2010.
16 2012 performance forecast

Given the current economic climate, the Company nefrain from publishing its forecast for 2012 ilint
the market volatility subsides and the Polish fuum@ market stabilises.

17 Court proceedings

There are no court, arbitration or administrativeceedings pending with respect to any liabilitees
claims of the Company, whose value would repre$6% or more of the Company’s equity.

18 Corporate governance

Appointment and removal of the management staff

Pursuant to the Company’s Articles of Associatitie, Management Board members are appointed by the
Company’s Supervisory Board. The Articles of Asation and resolutions of the Company’s General
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Meeting do not provide for any special powers foe tManagement Board members with respect to
making decisions on the issue or repurchase oéshar

Description of operation governing bodies

The Management Board complies at least 2 membéestdrm of office lasts five years, members of the
Management Board are appointed for the common tdrioffice. The Supervisory board appoints the
President of the Management Board and on the Rmsidotion, other Board Members. In the scope of
Company management, the Management Board exerllsés powers, except for the rights reserved by
the law or by the Company Statue to the other Caoryipagoverning bodies. The Management Board's
procedure of conducting and all the cases thatbeamandated to its members are precisely deschibed
the Management Board regulations, adopted by thealylement Board and approved by the Supervisory
Board.

The Supervisory Board is appointed by Shareholdérs.Supervisory Board complies 5, 7 or 9 members.
The term of office lasts five years, members of Supervisory Board are appointed for the commom ter
of office. The Supervisory board supervises the gamy’'s activities. The rights and duties of Supsowy
Board are described in the Company Statue and itaskyding Code of Commercial Companies. The
Supervisory Board adopts its regulations, desagiblietail procedure of supervisory Board conducting.

Amendments to the Articles of Association of the Gapany

The Articles of Association of the Company are adeghin line with the procedure specified in the
Commercial Companies Code. No special provisionth wéspect to this practice are set forth in the
Articles of Association of the Company.

Proceedings of the General Meeting of the Company

The General Meetings of the Company has the poggsified in the Commercial Companies Code and
the Articles of Association. The proceedings of theneral Meeting are governed by the Articles of
Association and the Rules of Procedure of the Gdideeting, available on the Company’s web site.

Company shares

The Company did not issue any shares granting apsantrol powers. In addition, there are no liridas

on the exercise of voting rights attached to thereshissued by the Company. Also, there exist gitgi
related to the securities issued by the Companychwinould be separate from the ownership of the
securities.

Neither the Company’s Articles of Association naryather of its internal regulations provide foryan
limitations on transfer of the Company shares. &toee, transfer of ownership of the Company shares
subject only to the limitations imposed by the &gille laws and the stock-exchange regulations.

The Company’s financial statements

The Company’s financial statements are preparedabgeparate organisational unit. All financial
statements are reviewed, verified and approvedeatral levels of management, eliminating the risk
related to financial reporting.

Statement of compliance with corporate governancermciples at the Parent

The Pfleiderer Grajewo Management Board declares tthe Company complies with the corporate
governance rules contained in “Best Practices ofEWiSted Companies” as appended to the WSE
Supervisory Board resolution No. 20/1287/2011, di@etober 19th 2011, save for the following rule:

Rule 1.6

At least two members of the Supervisory Board shaunéet the criteria of being independent from the
company and entities with significant connectiorithhwhe company. The independence criteria shoald b
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applied under Annex Il to the Commission Recommgadaof February 15th 2005 on the role of non-
executive or supervisory directors of listed comearand on the committees of the (supervisory) dhoar
Irrespective of the provisions of point (b) of thanex, a person who is an employee of the compigsy,
subsidiary or an associated company cannot be dkbtmmmeet the independence criteria describeden th
Annex. In addition, a relationship with a shareleolgrecluding the independence of a member of the
Supervisory Board as understood in this rule is@nal and significant relationship with any shatdéar
who has the right to exercise at least 5% of aks@t the General Meeting.

The Company does not comply with the rule. Instétaehsures that an independent member serveseon th
Supervisory Board as specified below:

In accordance with the Company’s Articles of Asation, at least one member of the Supervisory Board
comprising five persons, two members of the Supgeryi Board comprising seven persons and three
members of the Supervisory Board comprising nines@es are independent members who satisfy the
following criteria:
- they are not members of the governing bodiedflefiderer Grajewo S.A.’s parent or of such parent’s
subsidiaries,
- they are not employed by Pfleiderer Grajewo S.farent or by such parent’s subsidiaries,
- they are not relatives (a spouse, direct desedratadirect ascendant) of a member of the governin
bodies of Pfleiderer Grajewo S.A. or Pfleidererj@na S.A.’s parent.

In line with the Company’s Articles of Associaticas at the date of the corporate governance stateme
the Supervisory Board is composed of five persimduding one member meeting the independence
criteria specified above.

19 The Auditor

The separate and consolidated financial statensstaudited and reviewed on the basis of the decisi
made by the General Meeting on June 23rd 2010 tTtem of an entity qualified to audit financial
statements. Pursuant to the resolution, the foligvaiuditor was appointed:

KPMG Audyt Spétka z o.0. spotka komandytowa
ul. Chiodna 51
00-867 Warszawa, Poland

The financial statements were audited pursuanh tagaeement of October 11th 2010, which provided fo
the audit of the annual separate financial statésnanPfleiderer Grajewo S.A. and the audit of ainaual
consolidated financial statements of the Pfleid&mjewo Group for the financial year ended Decembe
31st 2011, prepared in accordance with the IFR$.agreement also provided for an audit of the Geoup
annual report prepared for the majority shareholdbe fee for the audits specified above was PLB 23
thousand (PLN 236 thousand for the previous firelnear).

20 Audit Committee

All duties of an audit committee were assignechtoRfleiderer Grajewo Supervisory Board.
21 Non-recurring events affecting the Pfleiderer Gajewo Group’s financial performance

No non-recurring events which might affect the Greuinancial performance occurred in the reporting
period.
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22 Changes in the composition of the Company’s Magament Board during the financial year

with effect as of February 8th 2011, Johann BWice-President of the Management Board, was removed
from office as member of the Pfleiderer Grajewo Big@ment Board.

23 Changes in the composition of the Company’s Magament Board after the balance-sheet
date

After December 31st 2011, the composition of thenGany's Management Board did not change.
24 Changes in the composition of the Supervisory Rod
On October 17th, Mr Heiko Graeve resigned fromRHeiderer Grajewo Supervisory Board.

At the Extraordinary General Meeting held on Novem®4th 2011 Mr Pawet Wyrzykowski was removed
from the post of Chairman of the Supervisory Board.

Mr Hans-Joachim Ziems and Mr Hans-Kurt von Werderevappointed 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 tendeieddsignation from the position of a member of
Pfleiderer Grajewo S.A.'s Supervisory Board, witfle& as of April 10th 2012.

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

25 Events subsequent to the end of the reporting ped

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

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

On March 7th 2012, Mr Hans-Joachim Ziems tendeieddsignation from the position of a member of
Pfleiderer Grajewo S.A.'s Supervisory Board, witlee as 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 otheigoldi
under the agreement and a syndicate of financingsbeomprising: Bank Polska Kasa Opieki S.A., Bank
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Zachodni WBK S.A., BRE Bank S.A., Bank Gospodarkiwnoiciowej S.A. and BNP Paribas Bank
Polska S.A. (formerly Fortis Bank Polska S.A.). Endhe annex, the repayment date for Tranche B,
previously scheduled for March 16th 2012, was edéein Consequently, the full amount of Tranche B
(PLN 170m) falls due on March 16th 2013.

On 28 March 2012 Pfleiderer AG in Neumarkt filedegoplication for insolvency.

According to the information provided by PfleidefgB, the Management Board of Pfleiderer AG fiked
request to open insolvency proceedings and hagsesplito act as debtor in possession. The Managemen
Board, supervised by a judicial administrator, wihtinue managing and restructuring the company.

Pfleiderer AG is the parent of the Pfleiderer Groips a holding company, which does not condumt a
operating activities. Pfleiderer AG employs 10 fst@the bankruptcy petition was filed exclusivelythwi

respect to Pfleiderer AG and does not involve theiderer AG Group’s subsidiaries which continueith

day-to-day operations unaffected.

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

The Company’s direct shareholder is Pfleiderer i8erémbH in Neumarkt, however, the bankruptcy
petition does not cover Pfleiderer Service GmbHeiB&rer AG is not a direct shareholder in anyhef t
Pfleiderer Grajewo Group companies.

In the opinion of the Pfleiderer Grajewo Managentoard, the potential declaration of Pfleiderer AG’
bankruptcy will not adversely affect the Pfleidefgrajewo 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 sépévan agreements securing funding of its dayety-d
operations.

On April 2nd 2012 Company and its subsidiary uradeng Pfleiderer Prospan S.A. received a notifarati
of initiation of anti-trust proceedings by the Rdest of the Office of Competition and Consumer
Protection ("UOKIK") dated March 30th 2012 on thenclusion by Kronospan Szczecinek Sp. z o.0.,
Kronospan Mielec Sp. z 0.0., Kronopol Sp. z o.dei@erer Grajewo S.A. and Pfleiderer Prospan Su\.
agreement restricting competition on the domestiplmard and fibreboard market.

The information obtained indicates that the cales fare just currently created from the materigheyacl
during the investigation. Pfleiderer Grajewo SA andubsidiary of Pfleiderer S.A. are currently wajt
for an opportunity to review case files. Units wegiven 14 days' notice for explanations.
At this stage, the Board of Pfleiderer Grajewo &fididerer basis of the available information is able

to quantify the risk.

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

Extraordinary General Meeting held on April 10tHL.2Gadopted resolution on a consent for extensian of
duration of the debt bearing securities issue pnogne in a form of bonds by June 30th, 2017.
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Economic forecast for the nearest future

Given the current economic climate, the Company nefrain from publishing its forecast for 2012 iint
the market volatility subsides and the Polish fuum@ market stabilises.

Pfleiderer Grajewo Management Board Grajewo, April 16th 2012

Wojciech Gytkiewicz

Rafat Karcz

Dariusz Tomaszewski

Radostaw Wierzbicki
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