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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

MANAGEMENT BOARD'S STATEMENT

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

by issuers of securities and conditions for recogmias equivalent of information whose disclosisre
required under the laws of a nhon-member stateddagbruary 19th 2009 (Dz. U. of 2009, No. 33, item
259), the Pfleiderer Grajewo Management Board sspnis that to the best of its knowledge the annual
consolidated financial statements for the year érecember 31st 2012 and the comparative data have
been prepared in compliance with the applicableaaiing policies and give a fair and clear viewtlod
Pfleiderer Grajewo Group’s financial position aihahcial performance, and that the annual Direttors
Report on the Group’s operations gives a fair vigiwits development, achievements and standing,
including a description of the key risks and thseat

The Pfleiderer Grajewo Management Board represtras the audit firm who audited the annual
consolidated financial statements was appointecompliance with applicable laws, and that both the
audit firm and the key certified auditor who perf@d the audit meet the conditions required to issue
objective and independent opinion on the auditediahconsolidated financial statements, in accardan
with the applicable laws and professional standards

Wojciech Gitkiewicz
President of the Management Board

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 30th 2013



PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

ANNUAL CONSOLIDATED FINANCIAL STATEMENTS

Statement of comprehensive income

Note
Revenue 1
Cost of sales 8
Gross profit
Other income 4
Distribution costs 8
Administrative expenses 8
5

Other expenses
Operating profit

Finance income

Finance costs

Net finance costs 7
Profit before tax

Income tax expense 9
Net profit/(loss)

Net profit/(loss) attributable to:
Owners of the parent
Non-controlling interests

Net profit/(loss)

Jan 1- Jan 1—- Jan 1—- Jan 1- Jan 1- Jan 1-

Dec 31201 Dec 31 2012 Dec 31 2012 Dec 31 201 Dec 31 201 Dec 31 201 .

Continuing Discontinue: Continuing Discontinue! |

Total Grouj operation operation Total Grouj operation operation ;
1,789,94. 1,432,28: 357,66: 1,725,23. 1,405,53 319,69
(1,431,847 (1,204,875 (226,972 (1,382,705 (1,146,494 (236,211
358,09¢ 227,40° 130,68¢ 342,52¢ 259,04: 83,48
19,99¢ 18,66¢ 1,33¢ 5,511 3,85( 1,661
(111,356 (96,123 (15,233 (106,086 (88,684 (17,402
(94,139 (65,596 (28,543 (84,509 (56,774 (27,735
(19,363 (7,764 (11,599 (21,237 (6,165 (15,072
153,23 76,58¢ 76,64¢ 136,20! 111,27( 24,93t
32,10« 32,104 0 39,79¢ 39,79¢ 0
(124,754 (90,372 (34,382 (137,257 (92,223 (45,034
(92,650 (58,268 (34,382 (97,458 (52,424 (45,034
60,58 18,32: 42,26¢ 38,747 58,84¢ (20,099
(24,302 (1,242 (23,060 (17,012 (11,199 (5,813
36,28¢ 17,07¢ 19,20¢ 21,73t 47,64° (25,912
49,81t 11,77¢ 38,03¢ 33,20¢ 38,90 (5,695)
(13,530 5,30( (18,830 (11,474 8,74: (20,217)
36,28¢ 17,07¢ 19,20¢ 21,73t 47,64° (25,912)

The notes attached to the consolidated financétstents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

Basic earnings per share (PLN)
Diluted earnings per share (PLN)

Net profit

Other comprehensive income

Exchange differences on translating foreign
operations

Exchange differences on net investments in
subsidiaries

Effective portion of loss on fair-value
measurement of hedging instruments, includ
corporate income tax
Total other comprehensive income for the
period

Total comprehensive income for the period

Total comprehensive income for the period
attributable to:

Owners of the parent
Non-controlling interests
Total comprehensive income for the period

1.0C 0.24 0.7¢ 0.67 0.7¢ (0.11;

1.0C 0.24 0.7¢ 0.67 0.7¢ (0.11

36,28t 17,07¢ 19,20¢ 21,73t 47,64: (25,912
(9,590 11,99:
(8,011 19,53:
0 (589!
(17,601 30,93:
18,68¢ 52,66¢
32,35: 62,14(
(13,667 (9,472
18,68¢ 52,66¢

The notes attached to the consolidated financétstents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)
Statement of changes in equity

Financial year ended December 31st 2012

Exchange Exchange
differences differences
on on net
Statutory translating  investments
Share Share reserve Revaluation foreign in Cash flow Retained Non-controlling
capital premium funds reserve operations  subsidiaries hedges earnings Total interests Total
As at Jan 1 2012 16,376 289,806 155,005 619 (4,839) 4,182 0 33,892 495,041 71,440 566,481
Comprehensive income for the
period
Net profit/(loss) 0 0 0 0 0 0 0 49,815 49,815 (13,530) 36,285
Other comprehensive income
Exchange differences on
translating foreign operations 0 0 0 0 (9,453) 0 0 0 (9,453) (237)  (9,590)
Exchange differences on net
investments in subsidiaries 0 0 0 0 0 (8,011) 0 0 (8,011) 0 (8,011)
Total other comprehensive
income 0 0 0 0 (9,453) (8,011) 0 0 (17,464) (137) (17,601)
Total comprehensive income
for the period 0 0 0 0 (9,453) (8,011) 0 49,815 32,351 (13,667) 18,684
Transactions with owners
recognised in equity
Transfer of part of 2011 net
profit to statutory reserve funds 0 0 40,801 0 0 0 0 (40,801) 0 0 0
Transactions with owners
recognised in equity 0 0 40,801 0 0 0 0 (40,801) 0 0 0
As at Dec 31 2012 16,376 289,806 195,806 619 (14,292) (3,829) 0 42,906 527,392 57,773 585,165

The notes attached to the consolidated financétstents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)

Financial year ended December 31st 2011

Exchange Exchange
differences differences

As at Jan 1 2011

Comprehensive income for the
period

Net profit/loss

Other comprehensive income

Exchange differences on
translating foreign operations

Exchange differences on net
investments in subsidiaries
Effective portion of gains on
fair-value measurement of
hedging instruments

Total other comprehensive
income

Total comprehensive income
for the period

Transactions with owners
recognised in equity

Issue of shares in Pfleiderer
MDF

Transfer of part of 2010 net
profit to statutory reserve funds

Transactions with owners
recognised in equity

As at Dec 31 2011

on on net
Statutory translating  investments
Share Share reserve Revaluation foreign in Cash flow Retained Non-controlling

capital premium funds reserve operations  subsidiaries hedges earnings/ Total interests Total
16376 289806 153711 619 (14 829) (15 349) 589 1978 432901 63273 496174
0 0 0 0 0 0 0 33,208 33,208 (11,473) 21,735
0 0 0 0 9,990 0 0 0 9,990 2,001 11,991
0 0 0 0 0 19,531 0 0 19,531 0 19,531
0 0 0 0 0 0 (589) 0 (589) (589)
0 0 0 0 9,990 19,531 (589) 0 28,932 2,001 30,933
0 0 0 0 9,990 19,531 (589) 33,208 62,140 (9,472) 52,668
0 0 0 0 0 0 0 0 0 17,639 17,639
0 0 1,294 0 0 0 0 (1,294) 0 0 0
0 0 1,294 0 0 0 0 (1,294) 0 17,639 17,639
16,376 289,806 155,005 619 (4,839) 4,182 0 33,892 495,041 71,440 566,481

The notes attached to the consolidated financétstents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)
Statement of financial position

Assets

Property, plant and equipment
Intangible assets

Goodwill

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

Deferred tax asset

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

Inventories

Income tax receivable
Trade and other receivables
Cash and cash equivalents
Disposal group

Current assets

Total assets

Equity and liabilities
Equity

Share capital

Share premium
Statutory reserve funds
Revaluation reserve

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

Retained earnings

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

Total equity

Liabilities

Borrowings and other debt instruments
Finance lease liabilities

Employee benefit obligations

Provisions

Deferred tax liabilities

Deferred income from government grants
Non-current liabilities

Borrowings and other debt instruments
Finance lease liabilities

Income tax payable

Trade and other payables

Employee benefit obligations

Liabilities related to disposal group
Deferred income from government grants
Current liabilities

Total liabilities

Total equity and liabilities

Note Dec 312012 Dec 31 2011
10 583,660 1,153,850
11 2,218 2,539
3 107,829 107,829

12 117 117
13 10 10
14 4,300 4,300
15 12,184 13,447

10 5,426 207,697

16 14,443 27,165
730,187 1,516,954

17 174,803 241,830
261 111

18 70,356 157,489
31 17,518 19,586
19 813,907 0
1,076,845 419,016
1,807,032 1,935,970

20

16,376 16,376

289,806 289,806

195,806 155,005

619 619

(14,292) (4,839)

(3,829) 4,182

42,906 33,892

527,392 495,041

57,773 71,440

585,165 566,481

22 182,650 880,934

0 46

23 7,111 6,584
24 739 634
15 8,245 12,827
16 27,233 40,484
225,978 941,509

22 528,448 137,760

0 116

1,136 188

25 197,112 266,922
23 18,736 21,118
19 249,309 0
16 1,148 1,876
995,889 427,980

1,221,867 1,369,489

1,807,032 1,935,970

The notes attached to the consolidated financ&stents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP

(all amounts in PLN thousand)
Statement of cash flows

Jan 1- Jan 1-

Note Dec 31 2012 Dec 31 2011
Cash flows from operating activities
Net profit for the reporting year 36,285 21,735
Adjustments 214,103 159,746
Depreciation and amortisation 8 76,946 77,523
Foreign exchange gains/losses (9,129) 9,853
Interest for the period 7 89,877 96,604
Profit/loss on investing activities 429 (374)
Income tax disclosed in profit or loss of the pdrio 24,302 17,012
Deferred income tax recognised in equity 15 (1,879) 4,580
Change in trade and other receivables 22,792 5,568
Change in inventories 21,115 (60,343)
Change in trade and other payables 31 (11,138) 18,203
Change in employee benefit obligations 7 4,668
Change in provisions 105 (6)
Amortisation of government grants 16 (1,871) (1,188)
Result on forward contracts 7 767 (2,665)
Change in exchange differences on translatingdareperations 1,427 (9,689)
Other adjustments 353 0
Cash flows from operating activities 250,388 181,481
Interest received 217 432
Income tax paid (22,547) (6,509)
Net cash from operating activities 228,058 175,404
Cash flows from investing activities
Disposal of non-current assets (247) 440
Other expenses on acquisition of financial assets 0 (42)
Acquisition of intangible assets and property, pkamd
equipment (27,576) (34,001)
Net cash from investing activities (27,723) (33,602)
Cash flows from financing activities
Repayment of borrowings and other debt instruments (129,434) (62,511)
Repayment of borrowings and other debt instrumientsirrent
account 22,310 (17,248)
Increase in borrowings and other debt instruments 0 22,229
Interest paid (85,522) (84,554)
Net cash from financing activities (192,646) (142,084)
Change in cash 7,689 (282)
Cash at beginning of the period 19,586 19,868
Cash at end of the period 31 27,275 19,586
Cash and cash equivalents for continued operations 17 518 19 586
Cash and cash equivalents included in disposal grpu 9 757 0

The notes attached to the consolidated financ&stents constitute their integral part.
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

Notes to the annual consolidated financial statemésincluding significant accounting
policies

1. General information

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

The parent, under its former name of Zaklady Plydndivych S.A. of Grajewo, was originally registered
on July 1st 1994 by the District Court, Commerdtaurt of tonza, in the Commercial Register in
Section B, under entry No. 270. Subsequently, oy 8th 2001, it was registered by the District Canfrt
Biatystok, XII Commercial Division of the Nation&@ourt Register, under entry No. KRS 0000011422.
On September 18th 2002, the Company’s ManagemeaidBeceived the decision of the District Court
of Bialystok on entering the Company’s new namdei@érer Grajewo S.A., in the National Court
Register.

The Parent’s registered office is located at uloMiva 1, Grajewo, Poland.
In accordance with the Polish Classification of iBass Activities, the Parent’'s business is register
under No. 1621 Z.

These annual consolidated financial statementbefPfleiderer Grajewo Group for the period January
1st — December 31st 2012 were approved by the Fakanagement Board on April 30th 2013.

2. Structure of the Group

Pfleiderer Grajewo S.A. is the parent of the follogvcompanies:

» Pfleiderer Prospan S.A. of Wieruszow,

« Pfleiderer OOO of Novgorod (Russia),

* Pfleiderer MDF OOO of Novgorod (Russia),

» Silekol Sp. z 0.0. of Kdzierzyn-Kale,

» Pfleiderer MDF Sp. z 0.0. of Grajewo,

» Jura Polska Sp. z 0.0. of Grajewo,

* Unifloor Sp. z 0.0. of Wieruszéw (in liquidatiorgnd

» Pfleiderer Services Sp. z 0.0. of Grajewo

Jointly-controlled entity
e Blitz 11-446 GmbH of Neumarkt.

10



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

Structure of the Group as at December 31st 2012:

PFLEIDERER GRAJEWO S.A.

Parent
Pfleiderer Prospan S.A. Pfleiderer MDF Sp. z 0.0.
Subsidiary Subsidiary
(100%) (50%)

Unifloor Sp. z 0.0. w likwidaciji
(in liquidation)

Subsidiary
(100%)

Jura Polska Sp. z o.0. Silekol Sp. z o.0.
Subsidiary Subsidiary
(100%) (50%)
Pfleiderer OOO Pfleiderer MDF OOO

Subsidiary Subsidiary
(100%) (50%)

Pfleiderer Services Sp. z 0.0.

Subsidiary
(100%)

Blitz 11-446 GmbH
Jointly-controlled entity
(50%) *

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

Pfleiderer Grajewo S.A. (Parent) holds 50% of thares and votes in subsidiaries Pfleiderer MDFzSp.
0.0., Silekol Sp. z 0.0., and Pfleiderer MDF OO®@ ib continues to exercise control over thesetiesti
as it has the power to govern their financial aperating policies through the right to appoint and
remove from office a majority of the managementrdoaembers of the entities.

* The interest in the company, which is jointly-tailed by the Group, is accounted for in the
consolidated financial statements with the equigghad.

Changes in the Group’s structure in the reportiegogl
On December 13th 2012, the Parent acquired from BEbheopean Bank for Reconstruction and

11




PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

Development ("EBRD") an equity interest in PfleielerOOO in Russia, a subsidiary of Pfleiderer
Grajewo S.A,, representing 15.81% of the compastyae capital. The price paid for the equity irgere
was EUR 9,553,187.18 (PLN 39,098,329.17). Due &vipus contractual arrangements with EBRD the
Group considered Pfleiderer OO0 as 100% subsididrg. shares owned by EBRD were considered as
liabilities in accordance with anticipated acquisitmethod — as if the non-controlling shareholded
sold its shares to the Group already.

Subsidiaries of the Pfleiderer Grajewo Group

Pfleiderer Prospan S.A.— a joint-stock company entered in the commenggister maintained by the
District Court of Kalisz under No. RHB1754 on Sepber 23rd 1997 as Zaktady Pyt Wiérowych
Prospan S.A. On September 17th 2001, the compasyregistered with the District Court of t6d
Srodmiescie in L6dz, XX Division of the National Court Register undertry No. KRS: 0000042082.

Industry Identification Number (REGON): 250744416
Tax Identification Number (NIP): 619-17-42-967
Registered office: ul. Bolestawiecka 10, 98-40i&M¥sz6é6w, Poland

Pfleiderer OO0 — a limited liability company incorporated undbetlaws of the Russian Federation,
registered on January 15th 2003 by Interregionapéction No. 3 for the Novgorod District at the
Ministry of Duties and Taxes of the Russian Fedenat

Uniform Registration Number: 1035301200164
Tax Identification Number (NIP): 5310011273
Registered office: 106 Tsentralnaya St, Novgoredieh 173502, Russia

Pfleiderer MDF OOO - a limited liability company incorporated unddretlaws of the Russian
Federation, registered on September 11th 2007 terréyional Inspection No. 3 for the Novgorod
Region at the Ministry of Customs and Taxes ofRlugsian Federation.

Uniform Registration Number: 1075321005396
Tax Identification Number: 5310014147
Registered office: 106 Tsentralnaya St, Novgoredieh 173502, Russia

Silekol Sp. z 0.0.— entered in the National Court Register by thetddit Court of Opole, VI
Commercial Division of the National Court RegistdrOpole, under entry No. KRS 0000225788 on
January 6th 2005.

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

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

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

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

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

12



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

Unifloor Sp. z o0.0.w likwidacji (in liquidation) — entered in the Nanal Court Register by the District
Court of Biatystok, Commercial Division of the Natial Court Register, under No. KRS 0000237233, on
June 29th 2005.

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

Pfleiderer Services Sp. z 0.f Grajewo — entered in the National Court Regibtethe District Court
of Biatystok, XII Commercial Division of the NatiahCourt Register in Biatystok, under entry No. KRS
0000247423, on December 20th 2005.

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

Jointly-controlled entity

Blitz 11-446 GmbH of Neumarkt — entered in the Commercial Regisyethe Court in Nuremberg,
under No. HRB 28 166.

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

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

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

Business profiles of the other companies of theiérer Grajewo Group:

Pfleiderer Prospan S.A.

» manufacture of melamine-faced and raw chipboardso#imer wood and wood-based products,
e paper finishing,

* trade at home and abroad,

* generation and distribution of heat.

Pfleiderer OOO

« manufacture of raw and melamine-faced chipboartti€ranaterials and wood products
e production of materials from wood waste

« wholesale of own and third-party products.

Pfleiderer MDF OOO

The company constructed a new production plant.

Silekol Sp. z 0.0.

* manufacture of dyes and pigments,
13



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

« manufacture of other organic and inorganic chersjcal
« manufacture of paints and varnishes,
« manufacture of glues and gelatines.

Pfleiderer MDF Sp. z o0.0.

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

« manufacture of melamine-faced and raw chipboardsotimer wood-based materials.

Jura Polska Sp. z o0.0.

» transport,

« road transport of goods with specialised vehicles,

« road transport of goods with universal vehicles,

* |ease of trucks,

* wholesale of building materials and sanitary figand fittings.

Unifloor Sp. z 0.0. w likwidacji (in liquidation)
The company is currently in liquidation.
Pfleiderer Services Sp. z o.0.

The company has suspended its operations.

Jointly-controlled entity

Blitz 11-446 GmbH

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

14



PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

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

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

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

3. Dariusz Tomaszewski Member

4. Radostaw Wierzbicki Member

Composition of the Supervisory Board as at Decerfithet 2012:

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

3. Jan Waniak Member

4. Hans-Joachim Ziems Member

5. Hans-Kurt von Werder Member

On March 7th 2012, Mr Hans-Joachim resigned froengbsition of Member of the Parent's Supervisory
Board with effect from April 10th 2012.

In accordance with a resolution of the Extraordmn@eneral Meeting, on April 10th 2012, Mr Jochen
Schapka was appointed Member of the Parent's SapgrBoard.

On September 28th, Mr Hans H. Overdiek resignethftbe position of Member of the Supervisory
Board of Pfleiderer Grajewo S.A. with effect fronctOber 31st 2012.

In accordance with a resolution of the Extraordin@eneral Meeting, on November 7th 2012, Mr Gerd
Hammerschmidt was appointed Member of the ParSBopervisory Board.

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

In accordance with a resolution of the Extraordm&eneral Meeting, on February 26th 2013, Mr
Richard Mayer was appointed Member of the ParSuifxervisory Board.

4. Periods covered by the consolidated financialaements and comparative data

These annual consolidated financial statements wexgared for the year ended December 31st 2012,
while the comparative financial data and notededtathe year ended December 31st 2011.

These annual consolidated financial statementsther year ended December 31st 2012 and the
comparative data comprise the financial data oki@rer Grajewo S.A., the Parent, and of its
subsidiaries.
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PFLEIDERER GRAJEWO GROUP
Notes to the annual consolidated financial statemén for the financial year ended
December 31st 2012

(all amounts in PLN thousand)

5. Basis of preparation
a) Statement of compliance

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

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

A number of new Standards, amendments to Standerdidnterpretations not yet effective for annual
periods ending on 31 December 2012 and have notdyggied in the consolidated financial statements.
Group intends to use them, for the periods for Wwiiey are applicable for the first time.

The Group estimates that the below standards,pitiEtions and amendments to standards would not
have had any material effect on the consolidateantial statements if they had been applied by Grou
as at the balance-sheet date, exceptFBS 9 Financial Instruments, which will apply to the financial
statements of the Group for 2015 and could matgridfect the classification and measurement of
financial assets. The Group does not plan to aelystandard earlier, and the effect of its appboshas

not been estimated.
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PFLEIDERER GRAJEWO GROUP
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Standards and interpretations adopted by the |IA&Bapproved by the EU

« Amendments to IAS 1Presentation of Financial Statements: Presentationof Items of Other
Comprehensive Incomg(effective for annual periods beginning on or afidly 1st 2012),

* 1AS 19 (2011)Employee Benefitdeffective for annual periods beginning on or ft@nuary 1st 2013),

« Amendments to IAS 1Zaxes — Deferred Tax: Recovery of Underlying Assetgeffective for annual
periods beginning on or after January 1st 2013),

* Amendments to IFRSFKinancial Instruments: Disclosures — Offsetting Fimncial Assets and Financial
Liabilities (effective for annual periods beginning on or af@nuary 1st 2013),

* IFRS 10Consolidated Financial Statementgeffective for annual periods beginning on or eii@nuary 1st
2014),

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

» IFRS 12Disclosure of Interests in Other Entities(effective for annual periods beginning on or @afte
January 1st 2014),

* IFRS 13Fair Value Measurement(effective for annual periods beginning on or af@nuary 1st 2013),

* |AS 27 (2011)Separate Financial Statementgeffective for annual periods beginning on or aftanuary
1st 2014),

* |AS 28 (2011)investments in Associates and Joint Venturegffective for annual periods beginning on or
after January 1st 2014),

* Amendments to IAS 3Zinancial Instruments: Presentation — Offsetting Fnancial Assets and
Financial Liabilities (effective for annual periods beginning on or mfi@nuary 1st 2014),

Standards and interpretations adopted by the IASB ad pending endorsement by the EU as at December
31st 2012

 Amendments to International Financial Reportingn8tads 2009-2011 (effective for annual periods
beginning on or after January 1st 2013),

* Amendments tdFRS 10 Consolidated Financial Statements, IFRS 1Joint Agreements, and IFRS 12
Disclosure of Interests in Other Entities(effective for annual periods beginning on or mftanuary 1st
2013),

* IFRS 9Financial Instruments (2009) (effective for annual periods beginningoorafter January 1st 2015),

 Amendments to IFRS Binancial Instruments (2010) (effective for annual periods beginningarrafter
January 1st 2015),

* Amendments to IFRS Binancial Instrumentsand IFRS 7Financial Instruments: Disclosures(effective
for annual periods beginning on or after Januaty2@%5).
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b) Basis of accounting

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

c) Functional and presentation currency

All figures disclosed in these annual consoliddtaencial statements are expressed in the ziotyNjPL
and rounded to the nearest thousand, unless irdicdherwise.

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

The preparation of financial statements in accardawmith the EU IFRS requires the Management Board
to make certain estimates and assumptions whidrctafiie values disclosed in the financial statement
and the related notes. While the assumptions atmtiadss used are based on the Management Board’s
best knowledge of current actions, operations awmhts, the actual results may differ from projeasio
(please refer to note 34).

The estimates and the related assumptions arecsubjeeview on an ongoing basis. Any change in
accounting estimates is recognised in the perioghith such change occurred or in current and éutur
periods if the performed estimate change relatéstio the current and future periods.

6. Significant accounting policies

The Group’s accounting policies set out below haeen applied consistently to all periods preseimted
these consolidated financial statements, and hese applied consistently by Group entities.

a) Basis of consolidation

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

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

Financial statements of subsidiaries are consel&ibm the date that control commences until hto t
date the control ceases.

(i) Loss of control

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

(iiif) Investments in jointly-controlled entities

Interests in joint ventures are investments jointptrolled by the Group. It is assumed that theuprhas
joint control if strategic financial and operatidgcisions require unanimous consent of the pastiasing
control. Investments in jointly-controlled entitiase accounted for initially at cost and subseduemtder
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the equity method, based on financial data derik@u their financial statements prepared as aetitkof
the same reporting period as the separate finast@sments of the parent, using the same accguntin
policies with respect to similar transactions atiteoevents in comparative periods.

The consolidated financial statements include thwu@s share in profits and losses and other
comprehensive income (after adjustments to aligrattcounting policies), from the date that jointtcol
commences until the date that joint control cead#ten the Group’s share in losses exceeds the vhlue
its interest in a jointly-controlled entity, therodang amount of that interest (including any lotegm
investments) is reduced to zero. Further lossesnaterecognised, except for losses resulting from
obligations contracted by the Group or from payrsenade on behalf of the jointly controlled entity.

(iif) Consolidation adjustments

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

b) Foreign currencies
(i) Transactions in foreign currencies

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

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

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

Exchange rates used to translate items

Exchange rates used to translate items o=
of the statement of comprehensive income

of the statement of financial position

Dec 31 2012 Dec 31 2011 31.12.2012 31.12.2011
EUR 4.0882 4.4168 EUR 4,1850 4,1189
usD 3.0996 3.4174 usD 3,2565 2,9629
GBP 5.0119 5.2691 GBP 5,1591 47454
RUB 0.1017 0.1061 RUB 0,1048 0,1007

(i) Translation of foreign operations

As at the reporting date, assets and liabilitiekoadign subsidiaries are translated to zloty atdkchange
rate at the reporting date. Income and expensesramslated at the exchange rate at the dateseof th
transactions. The related foreign currency diffeemnare recognised in other comprehensive income an
presented in the foreign currency translation resér equity as a separate item. However, if threifm
operation is not-wholly owned subsidiary, then teéevant portion of the translation difference is
allocated to non-controlling interests. At the tiofedisposal of a foreign entity in a way, that tohis
lost, any accumulated currency-translation diffeemnare transferred to profit or loss as part efghin or
loss on disposal.
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(i) Net investments in foreign operations

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

c) Financial instruments
() Non-derivative financial instruments

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

A financial instrument is recognised if the Grougpcbmes a party to the contractual provisions of the
instrument. Financial assets are derecognised tr@mstatement of financial position if the Group’s
contractual rights to the cash flows from the ficiahassets expire or if the Group transfers tharfcial
asset to another party without retaining contradwostantially all risks and rewards of the adsSieancial
liabilities are derecognised from the statemerftr@ncial position if the Group’s obligations spféeail in

the contract expire or are discharged or cancelled.

The Group may transfer financial asset in a way phat of it will not be derecognised. If the Group
transfers financial asset in a way that it neitie¢atins nor transfers substantially all the riskd eewards
of ownership but it retains control of the finari@aset the Group continues to recognise a finhasget
to the extent of its continuing involvement in it.

Loans and receivables

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

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

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

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

Available for sale financial assets

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

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

Available for sale financial assets include othem+gurrent financial assets.

Financial liabilities measured at amortised cost
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Financial liabilities measured at amortised cost imitially recognised at fair value less any dilec
attributable transaction costs, and subsequenthsored at amortised cost using the effective iateste
method.

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

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

The fair value for disclosure purposes is deterohinased on the present value of future cash floom f
repayment of capital and interest, discounted utiegmarket interest rate as at the date of themstnt
of financial position.

(i) Derivative financial instruments

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

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

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

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

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

Cash-flow hedges

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

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

or exercised, or its designation is changed, trmufsiceases to apply hedge accounting prospectiely.
the forecast transaction is not to be effectedgtias or losses previously recognised in the rsigte of
comprehensive income are immediately recognisegraiit or loss. Otherwise, amounts previously
recognised in the statement of comprehensive in@mmeecognised in profit or loss in the same [leoio
periods in which the hedged transaction affectipoofloss.
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d) Property, plant and equipment
(i) Owned property, plant and equipment

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

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

If a specific item of property, plant and equipmennsists of separate and material components with
different useful lives, such components are treateseparate items.

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

(i) Reclassification to investment property

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

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

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

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

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

(iv) Subsequent expenditure

The Group capitalises subsequent expenditure ohBnwt is probable that the Group will obtain fetur
economic benefits associated with the expenditOther expenditure is recognised in profit or loss a
incurred. Repair and maintenance costs are expassiedurred.

(v) Depreciation

Items of property, plant and equipment, or subg&haind individual elements thereof, are deprediate
over their useful lives using the straight-line heat, taking into account the residual value. Leassebts
under a finance lease are depreciated over theestairthe lease term and their useful life unliéss
reasonable certain that the Group will obtain owhgr by the end of the lease term. Land is not
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depreciated.
The Group has adopted the following useful livesp@articular categories of tangible assets:

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

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

e) Intangible assets
(i) Goodwiill

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

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

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

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

Following the initial recognition, goodwill is regnoised at cost less any accumulated impairmen¢$oss
(ii) Other intangible assets

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

(i) Subsequent expenditure

Subsequent expenditure on existing intangible assaapitalised only when it increases future ecan
benefits to be generated by the asset. Other eitpends recognised in profit or loss as incurred.

(iv) Depreciation

Intangible assets are amortised with the straiglet-method over their useful lives. Goodwill is not
amortised; instead it is tested for impairment a®ach fiscal year end. Other intangible assets are
amortised from the date that they are availableig&. The estimated useful lives of intangible asare

as follows:

Licences 2 to 3 years
Computer software 2 years

The correctness of the applied useful economics)ivamortisation methods and residual values of
intangible assets is reviewed as at each balarest-dhate and adjusted prospectively, if appropriate
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f) Investment property

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

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

or loss.

Q) Inventories

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

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

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

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

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

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

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

Impairment losses are recognised in profit or loss.

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

(i) Non-financial assets

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

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

is estimated for the assets’ smallest identifiablgh-generating unit.

An impairment loss is recognised when the carryamgount of an asset or a cash-generating unit
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recognised in the statement of financial posit®higher than its recoverable amount. A cash-géngra
unit is the smallest identifiable group of asselsclv generates cash inflows that are largely inddest

of the cash flows from other assets or groups sétas Impairment losses are recognised in profibss.
Impairment of a cash-generating unit is initialgcognised as a decrease in goodwill allocated db th
cash-generating unit (a group of cash-generatirigg)urand subsequently as a decrease in the cgrryin
amount of the other assets belonging to that caskrgting unit(a group of cash-generating units)
recognised in the statement of financial positiaragro-rata basis.

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

i) Discontinued operations and disposal groups

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

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

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

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

Intangible assets and property, plant and equipiassified as assets held for sale or distribusi@not
amortised or depreciated.

Discontinued operations are understood as Groupésations which were disposed of or classified as
held for sale or distribution, constituting:

* aseparate major line of business or geographieal @ operations,

 a part of a single co-ordinated plan to disposeaofeparate major line of business or a
geographical area of operations,

» asubsidiary purchased solely for resale.

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

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

at the beginning of the comparative period.

) Equity

() Ordinary shares

Ordinary shares are disclosed under equity. Caoststly attributable to the issue of ordinary sisaaed
stock options, adjusted by the effect of taxesycedequity.
(i) Dividends
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Dividends are recognised as liabilities in the @einh which the dividend resolution was adopted.
(i) Non-controlling interests

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

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

k) Employee benefits
(i) Defined contribution plan

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

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

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

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

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

Any changes between the balances of employee bardifjations as at the beginning and the end of a
reporting period are recognised in profit or loss.

) Provisions

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

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

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

Revenue is recognised when significant risks angurés incidental to the ownership of finished praidu
and merchandise have been transferred to the cestand if the revenue amount may be reliably
estimated. The revenue is not recognised if tharédueconomic benefits, determination of the costs
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incurred, or the possibility of return of finishgtoducts/merchandise is highly uncertain, or if the
Company is involved in the management of the soidied products/merchandise on a continuing basis

Revenue from provision of services includes mamlyenue from transportation services. Revenue from
provision of services is recognised in profit cgdan proportion to the stage of completion of ise as
at the reporting date. The stage of completiorssessed with reference to surveys of work performed

(i) Government grants

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

the useful life of the asset.

In addition to monetary government grants abowe Ghoup recognises government grants in the form of
exemption from income tax as tax receivables arfierdl income (government grant) related to Special
Economic Zone. The government grant is in the fofraxemption from income tax until the earlier loét
two: use of the investment tax credit (maximum amtocalculated on the basis of the regulations
applicable to special economic zones) or expiryhef Special Economic Zone. In order to assess the
amount of the government grant to be utilised m fibllowing financial years, the Group estimated th
total amount of the potential tax payable on theeeempt income generated by it from the business
conducted in the Special Economic Zone based oagpeoved budgets for the following financial years
The Group amortises the government grants. Forpingiose, the Group compiles a list of the property
plant and equipment (along with the applicable dejation charges) in the case of which the capital
expenditure incurred for such assets in the pdatigrears is taken into account in calculating daheunt

of the government grants in the period of condgcbperations in the special economic zone. Based on
the above data, the Group estimates the weightexhge depreciation charge for the property, pladt a
equipment. In the following accounting periods @mup amortises the government grants recognised as
deferred income using the weighted average depi@ctiaate calculated for the property, plant and
equipment the acquisition of which served as thsisbBor establishing the amount of the government
grants.

The Group also amortises the government grant ésseteceivable). The Group reduces the government
grant asset by the amount of the government gitiliged in the reporting period, in correspondendt
income tax expense (note 16).

n) Payments under operating leases

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

0) Payments under finance leases

Minimum lease payments made under finance leageapgortioned between the finance expense and the
reduction of outstanding lease liability. The fioanexpense is allocated to each reporting periotb as
obtain a constant periodic rate of interest orrémeaining amount of the lease liability.

p) Finance income and costs

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

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

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

q) Corporate income tax

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

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

The deferred income tax is determined with theafd@e balance-sheet liability method in relatioratl
temporary differences existing as at the reportiate between the tax value of assets and liakildred
their carrying amount recognised in the stateméfihancial position.

Deferred tax asset is not recognised for:

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

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

» Taxable temporary differences arising on the ihrgaognition of goodwill.

Deferred tax asset is recognised in relation taedluctible temporary differences as well as untard
losses carried forward, in the amount of the pribtdxable income which would enable these diffeesn
and losses to be used. Carrying amount of a defféaweasset is reviewed as at each reporting catesa
subject to appropriate reduction to the exters ind longer probable that taxable income sufficfenta
partial or full realisation of this deferred taxsaswould be generated.

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

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

r Earnings/(Loss) per share

The Group presents basic and diluted earnings)(fm=sshare for ordinary shares. Basic earningss)lo
per share are calculated by dividing the profisgloattributable to holders of ordinary shares Hmy t
weighted average number of ordinary shares outistgralring the period. Diluted earnings (loss) per
share is calculated taking into account the pridiss) attributable to holders of ordinary sharés
average number of ordinary shares, and instrunféraisy) with a dilutive effect.

s) Determination and presentation of operating segents
The Group determines and presents operating segnfexsted on the information that is internally
provided to its chief operating decision makers.
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An operating segment is a Group component thatgasya business activities from which it may earn
revenues and incur expenses, including revenue®x@mehses that relate to transactions with anjef t
Group's other components. The operating resultsthef operating segments for which financial
information can be identified are reviewed regylay the management to make decisions about
resources to be allocated and assess their perioana

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

Capital expenditure of a segment includes experaibn purchase of property, plant and equipment and
intangible assets other than goodwill.
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1 Operating segments
The Group comprises the following reporting op@gtsegments to which the Group companies are
allocated:
Companies comprising
Operating segments the segment Business profile
PFLEIDERER GRAJEWO
Poland S.A. Production of chipboard
Transport services — mainly to Polish companighefPfleiderer Grajewo
Jura Sp. z 0.0. Group
Pfleiderer Prospan S.A. Production of chipboard
Unifloor Sp. z o.0. Production of laminate flaagi
Plleiderer MDF Sp. 2 0.0. Production of thin MDF board
Silekol Sp. z 0.0. Production of resins and adhessivmainly for the Group’s purposes
Russia Pfleiderer OOO Discontinued operations
Pfleiderer MDF OOO

Information on geographical segments
Revenue by country of customer’s registered office:

Jan1 - Janl-
Dec 31 Dec 31

Country 2012 2011

Poland 929,737 994,481
Russia 407,409 340,882
Germany 148,830 98,572
Lithuania 73,643 74,073
Kazakhstan 49,357 54,303
Belarus 37,973 34,163
Czech Republic 28,136 17,603
Sweden 24,941 14,400
Ukraine 12,470 14,139
Latvia 11,246 11,927
Netherlands 11,127 5,354
Slovakia 8,303 7,449
Azerbaijan 8,093 4,550
Romania 6,712 2,924
Denmark 6,494 7,055
Finland 5,725 6,989
United Kingdom 3,678 7,543
Italy 2,517 705
Moldova 2,341 2,525
Hungary 1,965 2,448
Georgia 1,141 791
Republic of South Africa 1,101 1,391
Other countries 7,004 20,964
Total 1,789,943 1,725,231
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Products and Services

Jan 1-Dec Jan 1-Dec

By product group 312012 % share 312011 % share
Revenue from sales of products 1,707,015 95.4% 1,618,043 93.8%
Chipboard 1,135,584 63.4% 1,165,266 67.5%
MDF boards 197,742 11.0% 230,945 13.4%
Glues 215,723 12.1% 150,518 8.7%
Other 157,966 8.8% 71,314 4.1%
Revenue from sales of

materials 5,446 0.3% 5,347 0.3%
Revenue from sales of

merchandise 50,373 2.8% 78,211 4.5%
Revenue from rendering of

services 27,109 1.5% 23,629 1.4%
Total sales 1,789,943 100.0% 1,725,231  100.0%

Revenue by countries and products comprise bottineming and discontinued operations.

Key customers

Given the nature of the Group’s business and iessdructure, it is not possible to identify keyxstomers.

In the financial years ended December 31st 201228dd, none of the customers accounted for more tha
10% of the Group’s total sales.

Segment information

The Group identifies the following operational repw segments based on geographical regions (Bolan
Russia).

In Q4 of 2012, the Pfleiderer Grajewo Group enten¢éol a conditional agreement with Ingka Pro Hotgin
Subholding | B.V. and SWEDSPAN Holding B.V., prowid for the sale of all shares in Pfleiderer OOO
of Russia as well as Pfleiderer MDF OOQ'’s assetsh& same time, under the agreements, the Pfegider
Grajewo Group will lose control over its subsidi&ffeiderer MDF OOO. Both companies operate in the
same geographical segment. As at December 31st 204 Zroup classified the subsidiaries’ assets as
held for sale or distribution and their respectiabilities as liabilities related to the assetédhfer sale or

distribution (note 19).

Segments’ profit comprises profit generated by esstiment, without allocating finance income andscos
and income tax, as these items are monitored aGtbap level and cannot be allocated. Inter-segment

sales are executed on an arm’s length basis.
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Operating segments
The Group continues its business in all operataygrents.

Inter-segment

Poland Russia eliminations Total consolidated
Continuing operations discontinued operations
2012 2011 2012 2011 2012 2011 2012 0112
Segment’s revenue from sales to third-party
customers 1,344,049 1,326,806 445,894 398,425 0 0 1,789,943 1,725,231
Revenue from inter-segment transactions 89,000 78,731 766 0 (89,766)  (78,731)
Total revenue 1,433,049 1,405,537 446,660 398,425 (89,766) (78,731) 1,789,943 1,725,231
Total costs (1) (1,356,458) (1,294,268) (369,622) (373,371) 89,374 78,614 (1,636,706) (1,589,026)
Operating profit/(loss) 76,591 111,269 77,037 25,054 (391) (117) 153,237 136,205
Finance income/costs (92,650) (97,458)
Tax (24,302) (17,012)
Net profit/loss 36,285 21,735
Segment’s assets 1,597,137 1,716,972 741,805 784,239 (561,873) (598,385) 1,777,069 1,902,826
including: non-current assets 964,460 1,167,629 0 667,947 (246,456) (332,069) 718,004 1,503,507
current assets 632,677 549,343 741,805 116,292 (315,417) (266,316) 1,059,065 399,319
Unallocated assets (2) 29,963 33,144
Total assets 1,807,032 1,935,970
Segment’s operating liabilities 252,322 270,516 267,506 91,888  (18,440) (24,624) 501,388 337,780
Unallocated liabilities (3) 720,479 1,031,709
Capital expenditure
property, plant and equipment 18,019 14,466 5,555 46,454 0 0 23,574 60,920
Intangible assets 2,280 0 0 817 0 0 2,280 817
Depreciation and amortisation
Depreciation of property, plant and
equipment (41,523) (41,605)  (33,403) (32,645) (142) (142) (75,068) (74,392)
Amortisation of intangible assets (1,515) (2,609) (363) (522) 0 0 (1,878) (3,131)

1. Total costs comprise cost of sales, distributiosts, administrative expenses, and the resudtimr operating activities.
2. Unallocated assets include cash, income taxvadges and deferred tax assets.
3. Unallocated liabilities include income tax palgaloleferred tax liability, borrowings and othebtisstruments
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2 Seasonality of operations

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

3 Goodwill

Impairment test of cash generating unit containinggoodwiill

As at December 31st 2012, the Parent's ManagemeatdBestimated the recoverable amount of
goodwiill.

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

The main assumptions used to calculate the uratisevin use were as follows:
* Terminal growth rate beyond the five-year periodezed by the budget — 3%;

* Discount rate — 9.0%.

The Management Board established the budget asmumsptvhich form a basis for impairment
testing, based on the past results and the Managddward’'s forecasts of market development. A
discount rate was applied to reflect the risks Hjoeto a given operating segment. A rate of retam
10-year government bonds was assumed as the eskdite. The projected cash flows were derived
from the budgets for the years until 2017 apprdwedhe Management Board. Cash flows for further
five years are determined by extrapolating thelte$or 2017 at a fixed growth rate of 3%.

The recoverable amount of cash generating uniteslcés carrying amount by approximately PLN
511 million.

Management did not identify any key assumptions,which there could be a reasonably possible
change that could cause the carrying amount toeeitee recoverable amount.

4 Other income
Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011

Profit on sale of property, plant and equipment 78 374
Reversal of impairment loss on receivables 2,034 300
Compensations and penalties received 527 993
Release of unused accruals and deferred income 61,41 207
Grants 1,871 1,188
Other income 14,073 2,449

19,999 5,511
Including discontinued operations 1,334 1,661

Other income of PLN 14,073 thousand comprises ratgeds of PLN 11,795 thousand from sale of
an item of property, plant and equipment (note 27).
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5 Other expenses

Loss on disposal of property, plant and equipment

Impairment loss on trade receivables
Receivables written-off

Damages paid

Recognition of accruals and deferred income

Expenses related to suspension of constructioneofDF plant in

Russia
Other expenses

Total
Including discontinued operations

Other expenses include donations (PLN 676 thousamal) tax-deductible expenses (PLN 1,387

annual consolidated fimial
Jan 1- Jan 1—-
Dec 31

2012 Dec 31 2011
507 0
3,947 2,719
1,497 168
178 396
165 1,637

7,256 8,826
5,813 7,491
19,363 21,237
11,599 15,072

thousand) and legal fees (PLN 724 thousand).

6 Employee benefit expense

Salaries and wages payable

Employee benefits

Decrease in length-of-service award obligations
Increase in retirement bonus obligations
Change in provision for employee claims
Increase in holiday entitlement obligations
Increase in liabilities related to bonus payment
Total

Including discontinued operations

7 Finance income and costs

Disclosed in profit or loss of the period:

Interest income

Gains on forward contracts
Net foreign exchange gains
Other finance income
Finance income

Interest expense

Net foreign exchange loss
Loss on forward contracts
Other finance costs
Finance costs

Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011
99,371 90,767
26,446 23,521
(62) 0
489 735
105 (6)
588 354
905 3,086
127,842 118,457
28,293 24,545
Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011
31,182 29,260
851 0
0 10,539
71 0
32,104 39,799
(121,059) (125,864)
(186) (5,979)
(84) (2,665)
(3,425) (2,656)
(124,754) (137,257)
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Net finance costs (92,650) (97,458)
Including discontinued operations (34,382) (45,034)

The above finance income and costs include theviafig items of interest income and interest costs

related to assets and liabilities:

Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011
Interest income 31,182 29,260
Interest expense (121,059) (125,864)
(89,877) (96,604)
Recognised in other comprehensive income
Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011
Effective portion of change in fair-value measuratref cash-flow
hedging instruments 0 (589)
Exchange differences on net investments in subgdia (8,011) 19,531
(8,011) 18,942
8 Costs by nature of expense
Jan 1-Dec 31 Jan 1-Dec 31
2012 2011
Raw materials and consumables 1,070,471 950,661
Depreciation and amortisation 76,946 77,523
Services 165,413 140,453
Taxes and charges 21,939 16,267
Employee benefit expense 127,842 118,457
Cost of merchandise and materials sold 129,925 199,183
Other costs 50,538 87,539
Total costs 1,643,074 1,590,083
Change in inventories of finished products and @edsrand
deferrals (2,044 (20,210
Work performed by entity and capitalised to assets (3,688 3,421
Total operating expenses 1,637,34 1,573,30
including:
Distribution costs 111,35 106,08
Administrative expenses 94,13¢ 84,50¢
Cost of sales 1,431,84 1,382,70
Including costs of discontinued operations:
Dec 31 2012 Dec 31 2011
Materials used 157,235 96,005
Depreciation and amortisation 33,931 33,328
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Services 11,082 5,261
Taxes and charges 6,478 580
Employee benefit expense 28,293 24,545
Cost of merchandise and materials sold 47,385
Other costs 32,655 73,752
Total costs 269,674 280,856
Change in inventories of finished products and adsrand

deferrals 1,074 492
Total operating expenses 270,748 281,348
including:

Distribution costs 15,233 17,402
Administrative expenses 28,543 27,735
Cost of sales 226,972 236,211
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9 Income tax expense

Jan 1- Jan 1-
Dec 31 2012 Dec 31 2011

Income tax expense
Current portion of income tax 23,960 11,203
23,960 11,203

Deferred income tax
Relating to origination and reversal of temporaffedénces (3,560) (980)
Tax loss 3,902 6,789
342 5,809
Income tax disclosed in profit or loss of the pdrio 24,302 17,012
Including income tax attributable to discontinugeb@tions 23,060 5,813

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

Jan 1 —Dec 31 Jan 1 - Dec 31

% 2012 % 2011
Profit before tax 60,587 38,747
Tax at domestic rate 19.00% 11,512 19.00% 7,362
Effect of foreign tax rates 0.70% 427 (0.52%) (200)
Unrecognised deferred tax assets 20,88% 12 650 20,82% 8 068
Recognition of deferred tax assets not recognized in
previous years (6,50%) (3938) (6,45%) (2 500)
Coverage of accumulated loss generated outside the
zone (0.27%) (31) 0.00% 0
Non-tax-deductible expenses — permanent
differences 7.82% 4,739 12.02% 4,659
Non-taxable income — permanent differences (1.74%) (1,057) (0.97%) (377)
Effect on income tax 20.41% 12,363 25.42% 9,850
Income tax at effective tax rate 40.11% 24,302 43.91% 17,012
Income tax disclosed in the consolidated income
statement 24,302 17,012
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10 Property, plant and equipment

Gross value

As at Jan 1 2011

Increase

Decreases

Transfers

Effect of exchange differences on translating slibsies

As at Dec 31 2011

As at Jan 1 2012

Increase

Decreases

Transfers

Reclassification into assets held for sale

Effect of exchange differences on translating slibsies

As at Dec 31 2012

Land, Tangible assets
buildings gqlﬁirgrﬁggt Other under. Total
construction

456,607 1,132,432 44,119 180,307 1,813,465

0 0 31 60,889 60,920

0 143 3,369 0 3,512

4,100 9,376 380 (13,920) (64)
10,311 26,971 1,037 18,916 57,235
471,018 1,168,636 42,198 246,192 1,928,044
471,018 1,168,636 42,198 246,192 1,928,044

0 0 6 25,838 25,844

217 3,573 2,174 0 5,964

4,631 13,514 643 (21,057) (2,269)
(119,528) (327,631) (12,388) (228,962) (688,509)
(5,107) (12,701) (533) (9,912) (28,253)
350,797 838,245 27,752 12,099 1,228,893
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Accumulated depreciation and impairment losses
As at Jan 1 2011

Amortisation

Decreases

Reclassification of property, plant and equipment
Effect of exchange differences on translating slibges

As at Dec 31 2011

As at Jan 1 2012

Depreciation and amortisation

Decreases

Reclassification into assets held for sale

Effect of exchange differences on translating slibges

As at Dec 31 2012

Net value
As at Dec 31 2011

As at Dec 31 2012

Tangible assets

Land, buildings gli?trﬁggt Other under Total
quip construction

130,954 530,572 29,800 0 691,326
15,524 54,491 4,377 0 74,392
0 104 3,341 0 3,445
502 -250 0 0 0
2,109 9,159 653 0 11,921
148,837 593,868 31,489 0 774,194
148,837 593,868 31,489 0 774,194
15,801 55,613 3,654 0 75,068
217 3,448 2,015 0 5,680
(31,991) (148,817) (9,922) 0 (190,730)
(1,277) (5,938) (404) 0 (7,619)
131,153 491,278 22,802 0 645,233
322,181 574,768 10,709 246,192 1,153,850
219,644 346,967 4,950 12,099 583,660
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All items of property, plant and equipment servesesurity for the bank loans granted to the Group.

Classification of property, plant and equipment asassets held for sale.

Pursuant to the conditional agreement with Ingka Rolding Subholding | B.V. and SWEDSPAN
Holding B.V of October 19th 2012, the Pfleidererafgivo Group classified the property, plant and
equipment of Pfleiderer OOO and Pfleiderer MDF O@¥Oassets held for sale or distribution (note
19).

Property, plant and equipment under finance lease

As at December 31st 2012, the Group held no prgpetant and equipment under finance lease
agreements. As at December 31st 2011, the Group greperty, plant and equipment used under
finance lease agreements (net value of PLN 342stru).

Tangible assets under construction and prepaymentsr property, plant and equipment
Other investments

The investments executed in 2012 involved the geyod the Holzma panel saw (PLN 4.3m), upgrade
of the IMALL taping machine (PLN 2.4m, incurred I®fleiderer Grajewo), installation of a heat
recuperation system on the VITS impregnating maelifLN 1.0m) and purchase and installation of
the IMALL taping machine’s high pressure systemNPL8m, incurred by Pfleiderer Prospan).

The expenditure of PLN 16.3m covered mostly otheromoperating projects with a cost of less than
PLN 1m and a single large investment, which wascoatpleted in 2012, i.e. the purchase of a turbine
at Silekol for PLN 4.6m.

Impairment of non-financial non-current assets

The Management Board tested non-current non-fiahrasets for impairment as at December 31st
2012.

In order to review the impairment of non-currenhfimancial assets, their value was allocated & th
cash flow generating unit, defined with respecttlie operations of the Group members. The
recoverable value of non-current non-financial sse&s determined based on the value in use of the
cash-generating units. The calculations take ictmant the cash flow projections approved by the
Management Board. Cash flows extending beyond énma of five years are extrapolated at a 3%
growth rate, which does not exceed the averagetknmg growth rate for the manufacturing sector in
Poland.

The main assumptions used in the impairment tesbofcurrent non-financial assets as at December
31st 2012 to calculate the value in use of casleigimg units were as follows:

Grajewo MDF Silekol S)
S.A. Sp. z o.0.
0.0.

increase  in  annual EBIDTA  (budgeted,; on averag 17,2% 13,3%
18,5%

growth rate beyond the five-year period coveredheybudget 3% 3% 3%

discount rates 9% 9% %9

The Management Board made budget assumptionsdadmnipairment test based on past performance
and on the Management Board’s market developmeeatédsts. A discount rate was applied to reflect
the risks specific to a given operating segmenthéncase of Polish companies, the interest ratlen
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year treasury bonds was assumed as the risk-fileeTitae projected cash flows were derived from the
budgets for the years until 2017 approved by theddament Board. Cash flows for subsequent years
(from 15 to 25 years, depending on the company)datermined by extrapolating the 2017 financial
results at a fixed growth rate of 3%.

The test did not reveal any impairment of non-fiahnon-current assets as at December 31st 2012.

The difference between recoverable amount andiogramount of goodwill presents below table:

Grajewo MDF Silekol
S.A. 31.12.2012 31.12.2012
499 186 291

surplus of recoverable amount over the carryinguarho

Management identified two key assumptions for wititdre could be a reasonably possible change
that could cause the carrying amount to exceeddbaverable amount. The amount by which these
two assumptions would need to change individuallprider to for the estimated recoverable amount
of the cash generating unit to be equal to theygayramount is presented below:

Pl. MDF Sp. z Silekol Sp. z
Grajewo 0.0. 0.0.
Sp. z 0.0.
reduction in growth of annual EBIDTA in the budgkte 6,0 % 13,6% (6,3%)
period of five years to
increase in discount rate to 12,2%

Estimation of recoverable amount for disposal grimghuding assets relating to Pfleiderer OOO and
MDF OOO was carried out based on fair value less abdisposal. The fair value was derived from
the conditional sale agreement concluded in Octab&® (note 19). The impairment test did not
indicate any impairment loss.

11 Intangible assets
Licences,
computer
software and
other
Gross value
As atJan 1 2011 25,225
Increase 817
Transfers 69
Effect of exchange differences on translating slibsies 159
As at Dec 31 2011 26,270
As at Jan 1 2012 26,270
Increase 10
Transfers 2,269
Reclassification into assets held for sale (3,826)
Effect of exchange differences on translating slibsies (165)
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As at Dec 31 2012 24,558

Accumulated depreciation and impairment losses

As at Jan 1 2011 20,521
Amortisation 3,131
Effect of exchange differences on translating slibsies 79
As at Dec 31 2011 23,731
As at Jan 1 2012 23,731
Amortisation 1,878
Reclassification into assets held for sale (2,951)
Effect of exchange differences on translating slibsies (318)
As at Dec 31 2012 22,340
As at Dec 31 2011 2,539
As at Dec 31 2012 2,218

In 2012, the Group made substantial outlays omgitde assets, related to the acquisition of Miofband
SAP software licences for PLN 1.6m and PLN 0.6rapeetively.

12 Investments in jointly-controlled entities

Value of shares at

Country acquisition cost  Ownership interest
Dec 31
Dec 31 2012 2011
Blitz 11-446 GmbH Germany 117 50% 50%

Key financial data of jointly controlled entities:

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

Jan 1 - Dec 31 2012

Blitz 11-446 GmbH 138 652 258 735 (120 083) 0 (120 165)*

138 652 258 735 (120 083) 0 (120 165)

Jan 1-Dec 31 2011

Blitz 11-446 GmbH 283,563 283,456 107 3)
283,584 283,456 128 0 3)

*Pfleiderer Grajewo SA Group is not obliged to eolosses of the jointly controlled entity.
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13 Other financial assets

Dec 31 2012 Dec 31 2011

Other non-current financial assets

Financial assets available for sale 10 10
- shares in companies not listed on a regulatedrisies market
10 10

Total 10 10

14 Investment property

As at December 31st 2012, the Group disclosed imaxg property of PLN 4,300 thousand.
Remeasurement of the property to fair value didrestlt in a change in its carrying amount.

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

Wieruszow, with a total area of 2.7835 ha, whichaadecember 31st 2012 was not used in the
production or rendering of merchandise or servioedor administrative purposes, and was not
intended for sale in the ordinary course of theupt® business.

As the S-8 express way is planned to be built éndinect vicinity of the property, the Group tretis
property as a potential future source of rentabine and expects a considerable capital appreciation
of the property. In 2010 a procedure was initigiethange the property’s status from agricultural
zone land to construction zone land. On Novembad22010, the Group received a zoning permit
from the Mayor of Wieruszéw to construct on thedaam commercial property, with a maximum
building footprint area of 2,500 square metresldvahg the change of the property’s zoning status,
qualified property appraiser engaged by the Gratpnated the fair value of the property at PLN
4,300 thousand.

As at December 31st 2012, a qualified property @aippr engaged by the Company estimated that the
fair value of the land, which is an investment gnap, was unchanged relative to December 31st 2011
at PLN 4,300 thousand.

Investment property served as a security for baakd granted to the Group.
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15 Deferred income tax asset and liability

Assets Liabilities Net Assets Liabilities Net

Dec 31 2012 Dec 31 2012 Dec 31 2012 Dec 31 2011 3nanil Dec 31 2011
Non-current assets
Property, plant and equipment 13,699 18,279 (4,580) 15,863 28,892 (13,029)
Investment property 0 597 (597) 0 597 (597)
Loans receivables 0 1 @) 0 12,339 (12,339)
Other non-current financial assets 4 0 4 4 0 4
Current assets
Inventories 1,995 0 1,995 1,397 441 956
Other current financial assets 0 93 (93) 610 294 316
Trade and other receivables 2,580 262 2,318 1,939 481 1,458
Disposal group 1,244 15,278 (14,034) 0 7,966 (7.966)
Non-current liabilities
Borrowings and other debt instruments 1,025 1,025 69 756 (687)
Provisions 140 140 120 0 120
Employee benefit obligations 1,205 1,205 1,113 0 1,113
Current liabilities
Borrowings and other debt instruments 0 181 (181) 1,487 0 1,487
Trade and other payables 1,201 8 1,193 4,350 48 4,302
Provisions 7 0 7 0 0 0
Employee benefit obligations 1,829 7 1,822 1,804 156 1,648
Total tax loss carried forward 13,716 0 13,716 23,834 0 23,834
Deferred income tax asset/liability 38,645 34,706 3,939 52,590 51,970 620
Deferred income tax asset and liability offset {473) (26,461) (39,143) (39,143)
Deferred income tax asset/liability shown in the stement of
financial position 12,184 8,245 13,447 12,827
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Changes related to temporary differences duringeperting period:

including As at Dec
pa dSONinG Asatdan oo AsatDec 312012
T ed 12012 SR ecogni 312012 discontin
o1 overations continuing " o1 sedin coninuing  ued
—~opening operations equity operations operation
balance s
Non-current assets
Property, plant and 13029 488 12541 7961 o 450 4212
equipment
Investment property 597 0 507 o 0 597 0
Loans receivables -12,330 0 12330 1045 1879 1 0
Other non-current financial . N . N o . o
Curtent assets
Inventories 956 267 1223 m 0 1995 305
Other current financil assets 316 503 187 04 o 93 0
Trade and other receivables 1458 632 826 1492 0 2318 1881
Loans receivables 7,966 0 796 6068 0 14034 0
Liquid funds and other curre N N o N o N .
assets
Non-curent liabilities:
Liabilties under bank
borowings and other debt 687 55 a2 1767 0 1025 o
instruments
Employee benefit obligations 1,113 o 113 92 0 1208 0
Provisions 120 0 120 20 o 140 0
Curtent liabiliies
Liabilties under bank
borrowings and other debt 1487 0 1487 1668 0 181 0
instruments
Trade and other payables 4,302 2522 1,380 -187 0 1,103 3611
Employee benefit obligations 1,648 0 1648 174 0 1s2 172
Provisions 0 o 0 7 0 7 0
Total taxoss carried forward 23,854 3180 20654 389 0 13716 0
620 6557 5918 7977 1679 5939 1873
Income taxatt
income tax attributable to om0
discontinued operations
Exchange differences on o
translating foreign operations
Change in temporary
diferences recognised in 342

profit or loss
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Change in Change in

temporary temporary

differences differences

recognised in  recognised in other
AsatJan1l profit or loss for comprehensive As at Dec 31
2011 the period income 2011
Non-current assets
Property, plant and equipment (24,298) 11,269 0 (13,029)
Intangible assets 0 0 0 0
Investment property (597) 0 0 (597)
Loans receivables (9,696) 1,938 (4,581) (12,339)
Other non-current financial assets 4 0 0 4
Current assets
Inventories 897 59 0 956
Other current financial assets 100 216 0 316
Trade and other receivables 2,492 (1,034) 0 1,458
Loans receivables 0 (7,966) 0 (7,966)
Non-current liabilities
Liabilities under bank borrowings and other
debt instruments 159 (846) 0 (687)
Employee benefit obligations 1,018 95 0 1,113
Provisions 122 ) 0 120
Current liabilities
Liabilities under bank borrowings and other
debt instruments 584 903 0 1,487
Trade and other payables 3,421 881 0 4,302
Employee benefit obligations 1,295 353 0 1,648
Total tax loss brought forward 34,700 (10,866) 0 23,834
10,201 (5,000) (4,581) 620

Exchange differences on translating foreign
operations (809)
Change in temporary differences recognised
in profit or loss (5,809)
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16

Government grants receivable and deferred incomender government grants

Government grants receivables include economistassie received from the following sources:

1)

2)

Pursuant to a project co-financing agreementloded between Pfleiderer MDF Sp. z o.0. (a
member of the Group) and the Minister of EconomyOetober 30th 2006, Pfleiderer MDF Sp. z
0.0. received PLN 23,051 thousand as an investmemit to co-finance the construction of the
MDF plant with a biomass-fired boiler house.

The grant comprises PLN 22,202 thousand to coveitateexpenditure and PLN 849 thousand to
cover two-year employment costs connected withcteation of 55 new jobs. These amounts were
received by the Group in 2007 and recognised asrméef income. The amount of PLN 22,202
thousand is released to other income along withresdgtion charges on the property, plant and
equipment to which the grant relates. The amouB#d8fthousand was charged to other income.

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

The permit to conduct business activities in thev&ki Special Economic Zone entitles the

company to use government grants. A corporate iectar exemption is a form of government

grants. The permit is valid until September 1st@&0drovided that the company meets certain
requirements. These requirements include incurdagjtal expenditure of at least EUR 78m by
December 31st 2009, employing at least 120 peopldanuary 1st 2010, and meeting the other
requirements imposed by the laws pertaining to @p&conomic Zones. As at the reporting date,
the company met all the requirements. The exempsogffective for subsequent years until the
company recovers 50% of the capital expenditureirned up to EUR 50m, 50% of half of the

amount of expenditure in excess of EUR 50m ancupUR 100m, and 34% of half of the amount
of expenditure in excess of EUR 100m.

In connection with the foregoing, the Group recegdi government grant assets and liabilities
(current and non-current) as government grant vabés and deferred income under government
grants. The Group reduces its government grantvedaes by the value of the government grants
used in the form of the corporate income tax examptn 2012, the Group used PLN 614 thousand
of government grants.

Deferred income under government grants is relebasdd on the average weighted depreciation
rate applicable to the property, plant and equigrtiea acquisition of which served as the basis for
determining the amount of government grants.

The table below presents the structure of the dedfeincome under government grants and the
amounts released to other income in 2011 and 2012.
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Corporate
Investment income tax
Type of government grants grant exemption Total
As at Jan 1 2011 17,977 9,062 27,039
Amortisation of government grants (825) (363) (1,188)
Revaluation of government grants 0 16,509 16,509
As at Dec 31 2011 17,152 25,208 42,360
As at Jan 1 2012 17,152 25,208 42,360
Amortisation of government grants (821) (1,050) (1,871)
Revaluation of government grants 0 (12,108) (12,108)
As at Dec 31 2012 16,331 12,050 28,381
Non-current portion 15,510 11,723 27,233
Current portion 821 327 1,148
Total 16,331 12,050 28,381

As at December 31st 2012, the Group performed atysin and reassessment of the amount of
government grants. As a result, the Group reduoedarrying amount of government grant in the form
of corporate income tax exemption. The value ofegoment grant assets and liabilities decreased by
PLN 12,108 thousand, which resulted from a changbe estimated corporate income tax, which will
not be paid given the exemption for the period le# Group’s operations in the Suwatki Special
Economic Zone. The amount was estimated basedeonpfiated budget projections approved by the
Management Board. The Management Board adoptedebadgumptions, which serve as a basis for
the estimation of the government grants amountasehistorical results and expectations as to the
market developments. The growth rate does not eixtlee long-term average growth rate for the
manufacturing sector in Poland. The estimated amofijovernment grant has not be discounted.
Furthermore, the carrying amount of government tgagset was reduced by PLN 614 thousand, that is
the amount of unpaid corporate income tax for theu@'s operations in the Suwatki Special Economic
Zone in 2012.

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

Dec 31 2012 Dec 31 2011

Corporate income tax exemption 14,443 27,165
Total 14,443 27,165
Non-current portion 14,443 27,165
Current portion 0 0

14,443 27,165
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17 Inventories

Dec 312012 Dec 31 2011

Materials and merchandise 103,777 161,340
Semi-finished products and work in progress 0 466
Finished products 64,516 71,573
Advances for deliveries 6,510 8,451
Total 174,803 241,830

Inventories are stated in the statement of findpaaition at net realisable value, i.e. net oftesdowns
of PLN 11,138 thousand (December 31st 2011: PLEZBtBousand).

18 Trade and other receivables

Dec 312012 Dec 31 2011

Trade receivables 43,090 97,421
Trade receivables from related parties 7,597 7,364
Current prepayments and accrued income 10,380 3,405
Current VAT receivables 7,660 32,697
Other receivables 1,629 16,602
Total 70,356 157,489

As at December 31st 2012, trade receivables wedaceel by impairment losses of PLN 11,453
thousand (December 31st 2011: PLN 10,950 thousand).

Trade and other receivables include the followingricial receivables:
Note Dec 312012 Dec 312011

Trade receivables 43,090 97,421

Trade receivables from related parties 7,597 7,364
Other receivables 1,629 2,982
Total 26 52,316 107,767

Factoring of receivables

The Group is a party to factoring agreements; sigrhements are executed for periods of not less tha
one year. These agreements are regularly exteratesu€cessive periods. At present, the factoring
agreements are valid until March 31st 2014. Theeegents regarding Pfleiderer Grajewo SA,

Pfleiderer MDF Sp. z 0.0. and Prospan provide &otdring services with respect to trade receivables
which are covered by insurance policies, with a RI0@m limit. Additionally Silekol has an agreement

with a limit of PLN15 m. Collection of the receiMab acquired by the factor is secured with an
assignment of rights under the receivables ins@agceements.

Under the factoring agreements, the factor purchtsereceivables for 90% or 100% of their nominal
value, and the cost of financing the factoring Eer¢WIBOR + margin) is covered by the Group. ¥ th
debtors fail to pay their liabilities, the factoasha claim towards the insurer under the insurance
agreement with respect to 90% of the value of éoeivables, and the remaining 10% of the receigable
value is covered by the Group. As the Group comtnto be exposed to a portion (10%) of the
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receivables sold to the factor under the factoaggeement, that portion of the receivables togetlitar

the related liabilities continue to be recognigethie Group’s financial statements. The remainfiéne
receivables (90%) were derecognised from the Grosiiatement of financial position.

The table below presents the amounts of the tradeivables sold under the factoring agreement and
the carrying amounts of the receivables and thete@lliabilities which continue to be recognised th

statement of financial position:

Dec 31 2012 Dec 31 2011
Total trade receivables 186,405 224,108
Receivables derecognised from the statement afdinbposition (135,718) (126,687)
Net trade receivables 50,686 97,421
Dec 31 2012 Dec 31 2011
Factoring receivables as at the reporting date 157,912 147,989
Payments made by customers, not submitted taatterf 7,015 7,167
Balance after payments, including: 150,896 140,822
Derecognised receivables (90%) 135,718 126,687
Receivables recognised in the statement of finamatiposition
up to the commitment amount (10%) 15,178 14,135
Settlement of factoring services Dec 31 2012 Dec 31 2011
Factoring receivables as at the reporting date 157,912 125,733
Other settlements with the factor — cash in transit (223) (2,159)
Payments received (140,271) (107,185)
17,418 16,389

Factoring liabilities as at the reporting date

19 Discontinued operations and assets held for sale

In Q4 2012, the Pfleiderer Grajewo Group enteréa énconditional agreement with Ingka Pro Holding
Subholding | B.V. and SWEDSPAN Holding B.V., prowid for the sale of all shares in Pfleiderer
00O of Russia as well as Pfleiderer MDF OOOQO’s as3t the same time, under the agreements, the
Pfleiderer Grajewo Group will lose control oversigosidiary Pfleiderer MDF OOO. As a consequence,
the Group will no longer recognise the subsidiagssets and liabilities as part of its continuing
operations. Any net gain or loss recognised asultref the loss of control will be taken to theoGp's
profit or loss. As at December 31st 2012, the Grdapsified the subsidiaries’ assets as disposalpgr
and their respective liabilities as liabilities asiated with the disposal group. Both companiesrizgto

a separate reporting segment and their activity prasented in statement of comprehensive income as
discontinued operation. The statement of comprebemscome presents continuing activity separately
from discontinued operations.

Disposal group Dec 31 2012
Property, plant and equipment and prepayments 693,209
Intangible assets 688
Inventories 45,913
Trade and other receivables 64,341
Cash and cash equivalents 9,756
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813,907
Liabilities related to disposal group
Deferred tax liabilities 905
Borrowings and other debt instruments 189,066
Trade and other payables 57,477
Employee benefit obligations 1,861
249,309

Statement of cash flows from discontinued operatiafor the period January 1st — December 31st
2012 (PLN thousand)

Jan 1- Jan 1-

Dec 31 2012 Dec 31 2011

Net cash from operating activities 86,100 55,439
Net cash from investing activities (4,609) (24,509)
Net cash from financing activities (81,966) (35,297)
Cash from discontinued operations at end of the pérd (475) (4,367)
Cash at beginning of the period 10,476 14,499
Cash at end of the period 10,001 10,132
Exchange differences on translating the openingrual (344) 0
Exchange rate 0.1043 0.1008

20 Equity

Dec 31 2012 Dec 31 2011
Par value of share capital 16,376 16,376
Number of ordinary shares 49,624,000 49,624,000
Par value per share (PLN) 0.33 0.33
Earnings per share attributable to owners of the peent 1.00 0.67

All the shares issued by the Group are ordinaryeshddolders of ordinary shares are entitled teivec
approved dividends and to exercise one vote pdr glzare held at the Company's General Meeting. All
shares confer the same rights to share in theldison, if any, of the Company's assets.

Pfleiderer Grajewo S.A. is a subsidiary of PfleeteBervice GmbH, which holds 65.11% of the shares
in Pfleiderer Grajewo S.A. In the period from Jamyuast to December 31st 2012, the number of the
Company shares held by its shareholder, Pfleidszerice GmbH, did not change.

The ultimate shareholder of Pfleiderer S.A. is AtiaS.A., Luxembourg.

Share capital

The share capital is made up of 49,624,000 ordishayes with a par value of PLN 0.33 per share. As
at December 31st 2012 all the shares were paidhbgreholders have the right to dividend and are
entitled to one vote per share at the General Mgeti

In the period from January 1st to December 31sP20iere were no changes in the share capital.

In the period from the registration of the shargitehin 1994 to December 1996 the Group operated i
a hyperinflationary environment. 1AS 29 (FinandRgporting in Hyperinflationary Economies) requires
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that each component of equity (except retainediregsrand revaluation surplus) be restated by apglyi
a general price index from the period of hyperiiibla. Such retroactive restatement would causesshar

capital and statutory reserve funds to increasthéyotal amount of PLN 28,863 thousand and retaine
earnings to decrease by the same amount.

Share premium

Share premium is created from the excess of preceenh issuance of shares above their par value. In
2012, there were no changes in share premium.

Statutory reserve funds

Statutory reserve funds are created with distrdmstifrom net profit (i.e. at least 8% of net profit
until statutory reserve funds reach one-third efghare capital).

In 2012, the portion of the 2011 profit allocatgdtbe Group to statutory reserve funds was PLNGID,8
thousand.

Exchange differences on translating foreign operabns

Exchange differences on translating foreign openatiinclude all foreign exchange gains/(losses)
arising on translation of the financial statemenfsforeign subsidiaries of Pfleiderer OOO and
Pfleiderer MDF OOO.

Exchange differences on net investments in subsidias

Parent Pfleiderer Grajewo S.A. has receivables uhokns advanced to its Russian subsidiaries
Pfleiderer OOO and Pfleiderer MDF. The loans aeated as net investments in these entities;
therefore, in accordance with IAS 21, exchange gjédosses) on translating these receivables are
presented as other comprehensive income (a sejii@ratef equity) under exchange differences on net
investments in subsidiaries.

Revaluation reserve- please refer to note 6 (d) (ii).

Dividends
The parent did not pay dividend in 2012.

21 Earnings per share

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

Net profit of the owners of the Parent attributabteordinary shares for the financial year ended
December 31st 2012 amounted to PLN 49,815 thousahdreas net profit attributable to ordinary
shares for the financial year ended December 3list #as PLN 33,209 thousand.

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

Jan 1- Jan 1-

Dec 31 2012 Dec 31 2011

Number of ordinary shares as at January 1st 49)604 49,624,000
Number of ordinary shares as at December 31st 496aQ 49,624,000
Weighted average number of shares as at December 31 49,624,000 49,624,000
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Jan 1- Jan 1-
Dec 312012 Dec 312011
Earnings per share 1.00 0.67
Diluted earnings per share 1.00 0.67

22 Borrowings and other debt instruments

Dec 31 2012 Dec 31 2011

Non-current liabilities

Overdraft facility repayable in over 12 months fréme reporting date 0 5,714
Non-current portion of interest-bearing bank borirgys 149,381 687,266
Liabilities under borrowings from related entities 33,269 187,954
Total 182,650 880,934

Current liabilities

Overdraft facility repayable in less than 12 morfthsn the reporting date 2,171 9,579
Current portion of interest-bearing bank borrowings 526,277 128,181
Total 528,448 137,760
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Bank borrowings

The Group has credit facilities available in thenfcof overdraft facility and short- and long-termarfion of bank borrowings. As at December 31 2Qihilities
under bank borrowings were PLN 677,829 thousand.

All credit lines used by the Group bear interestaatable interest rates based on WIBOR plus margin
Terms and repayment schedules of the bank borrevwagt December 31st 2012:

As at Dec 31 2012

Maturity Non-current
Lender Borrower Currency Interest rate date Security Current portion portion
Syndicate of five PFLEIDERER GRAJEWO mortgages,
banks Tranche B S.A PLN WIBOR + margin Mar 16 2013 pledges 2,171 0
Syndicate of five PFLEIDERER GRAJEWO mortgages,
banks Tranche A S.A PLN WIBOR + margin Dec 30 2013 pledges 455,083 0
mortgage,
WIBOR + bank registered pledge,
PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0. PLN margin Oct 152013  assignments 38,725 0
mortgage,
WIBOR + bank registered pledge,
PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0. PLN margin Jul 152016  assignments 0 149,381
mortgage,
WIBOR + bank registered pledge,
PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0. PLN margin Jun 30 2013  assignments 32,469 0
528,448 149,381
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Terms and repayment schedules of the bank borrevaagit December 31st 2011:

Lender Borrower
Syndicate of five PFLEIDERER GRAJEWO
banks Tranche B S.A.

Syndicate of five PFLEIDERER GRAJEWO
banks Tranche A S.A.

PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0.

PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0.

PKO Bank Polski S.A. Pfleiderer MDF Sp. z o.0.
EBRD Pfleiderer OOO

EBRD Pfleiderer Grajewo

Currency

PLN

PLN

PLN

PLN

PLN
EUR

RUB

As at Dec 31 2011

Maturity Non-current
Interest rate date Security Current portion portion
mortgages,
WIBOR + margin Mar 16 2012 pledges 9,579 0
mortgages,
WIBOR + margin Dec 30 2013 pledges 37,737 452,030
mortgage,
WIBOR + bank registered pledge,
margin Oct 152012  assignments 38,725 0
mortgage,
WIBOR + bank registered pledge,
margin Jul 152016  assignments 0 188,302
mortgage,
WIBOR + bank registered pledge,
margin Jun 30 2013  assignments 0 35,713
6M EURIBOR + surety, mortgage,
margin Oct 11 2013 registered pledge 12,418 16,935
EURIBOR + shares in
margin Jun 19 2012 Pfleiderer OO0 39,301 0
137,760 692,980
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Liabilities under borrowings from related entities

Dec 312012 Dec 31 2011
Borrowings from related entities 33,269 187,954
33,269 187,954

Borrowings from related entities comprise a PLNO2,8housand loan from by Pfleiderer Service
GmbH to finance day-to-day operations of Pfleidévi®dF Sp. z.0.0., to be repaid by July 16th 2016;
and a PLN 24,467 thousand loan to finance day-yoeg&rations of Pfleiderer Grajewo S.A. falling due
on June 30th 2014.
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23 Employee benefit obligations

Dec 312012 Dec 31 2011
Salaries and wages 3,226 4,026
Personal income tax 1,228 1,451
Social security 3,922 3,607
Social Benefits Fund 1,718 2,038
Retirement bonus obligations 7,356 6,867
Length-of-service award obligations 0 62
Unused holiday entitlement obligations 3,178 3,511
Employee bonus obligations 5,219 6,124
Other employee benefit obligations 0 16
Total 25,847 27,702
Non-current portion 7,111 6,584
Current portion 18,736 21,118
Total 25,847 27,702

Retirement bonus and length-of-service award obligaons

As of January 1st 2012, the Group no longer paygtheof-services awards (jubilee awards).

Every employee reaching the retirement age (67syémsed on the transitional regulations — Dz.fU. o
June 6th 2012, item 637), who has the requiredtteafservice, for which they can provide evidence,
is entitled to receive retirement bonus. Employeits permanent work disability, entitling to dishtyi
benefits under the social security scheme, ardlezhtio receive disability severance payment. The
amount of retirement bonus or disability severgpagment is computed based on the employee’s one-
month pay. The amount of bonus or severance payimengases proportionately following ten years of
service at the Company at the rate of 10% of tise Ipay for each year of service above ten yeads, an
following 20 years of service at the Company —het tate of 20% of the base pay for each year of
service above 20 years. Pursuant to z Art.199f the Labour Code, retirement bonus or disgbili
severance payment must not be lower than the emgleopne-month pay.

Retirement bonus and disability severance paymiaiigations were determined by a qualified actuary
using the actuarial projected unit credit methdak Tollowing assumptions were used:

« Data on staff turnover was derived from the stasof Pfleiderer Grajewo S.A. for 1997-2012,
and with respect to Pfleiderer Prospan S.A. — f@@5:2012, Silekol Sp. z o0.0. — for 2005-2012,
Pfleiderer MDF Sp. z 0.0. — for 2006—2012, and Rotska Sp. z 0.0. — for 2004-2012, as well as from
the statistics available to HALLEY.PL AKTUARIUSZEpSz o0.0., an actuarial firm. In accordance
with the nature of staff movements, the level affgurnover was assumed to fall as the employags’
increases.

* The mortality rate was based on the likelihood editdt depending on age, based on the 2011 Life
Expectancy Tables for Poland compiled by the Cértatistics Office (GUS), which are life
expectancy tables generally accepted in Polamdagtassumed that the population of employees of the
Group is characterised by the mortality rate predith the tables, adjusted for the mortality muikip

It was further assumed that the mortality rateoisstant throughout the year.

* The likelihood of becoming a disabled person wasetlaon the historical data of the Social
Insurance Institution and estimates prepared hyaaietl firm HALLEY.PL AKTUARIUSZE Sp. z o.0.
On the basis of generally available data and irshoanalysis, the rate was set at a fixed level,
regardless of age, length of service or sex. Thdeiapplied does not show significant sensitiviy t
slight changes of this parameter.
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* The retirement age for men is 67 (based on thaitianal regulations of June 6th 2012).

< In accordance with the rules governing the awarkgth-of-service awards, persons terminating
their employment with the Company lose their rigbt any future length-of-service award,
retirement bonus or disability severance payment.

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

« The remuneration growth rate was assumed at 3.5%nmeim.
* The discount rate on future benefits was assumé@oat
Employee bonus obligations

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

24 Provisions

Total
Provisions

As at Jan 1 2011 640 640
Increase 0 0
Release 6 6
As at Dec 31 2011 634 634
As at Jan 1 2012 634 634
Increase 105 105
Release 0 0
As at Dec 31 2012 739 739
Non-current portion 739 739
Current portion 0 0

739 739

Provisions for settlements with employees

Provisions for settlements with employees were geised to cover the cost of cancelling the loans
granted to employees to finance purchases of shirdbe extent exceeding the carrying amount of
receivables under loans advanced to employeebdbptrpose.

The provisions will be used as of 2034.
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25 Trade and other payables

Dec 312012 Dec 31 2011

Trade payables 158,378 194,502
Trade payables to related entities 3,416 11,927
Liabilities under factoring agreements 17,418 16,389
VAT liabilities 106 281
Liabilities under investment supplies 9,051 7,147
Deliveries prepaid by related entities 0 886
Prepaid deliveries 1,484 2,535
Other liabilities 7,259 33,255
Total 197,112 266,922

For details on liabilities under factoring agreetsesee Note 18.

Other liabilities are related to accrued expensesdeferred income.

Trade and other payables include the followingrizial liabilities:

Dec 31 2012 Dec 31 2011

Trade payables 158,378 194,502
Trade payables to related entities 3,416 11,927
Liabilities under factoring agreements 17,418 16,389
Liabilities under investment supplies 9,051 7,147
Other liabilities 6,620 32,524
Total 194,883 262,489
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26 Financial instruments

Objectives and methods of financial risk managemerdpplied by the Group

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

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

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

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

Credit risk related to cash is limited since theo@r only deposits their resources in financial
institutions with a recognised financial standing.

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

The Group insures its trade receivables. As at Dbee 31st 2012, ca. 90% of total trade receivables
from non-related parties were covered with tradglitrinsurance. The insurance policies secure fcredi
risk — if a customer fails to pay, the insurer agvihe loss.

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

As at the reporting date, there was no signifiganmtcentration of credit risk. The carrying amouht o
each financial asset, including financial derivaivrepresents the maximum credit risk exposure.

The total credit risk exposure was as follows:

Dec 31 2012 Dec 31 2011
Loans and receivables 52,316 107,767
Cash and cash equivalents 17,518 19,586
Other non-current financial assets 10 10
Total 69,844 127,353

As at December 31st 2012 and December 31st 20&i.dpa trade receivables were as follows:

Gross value Impairment loss
Dec 31 2012
Not overdue 22,855 229
Overdue by:
0-180 days 31,854 4,332
180-360 days 308 127
More than 360 days 7,123 6,765
62,140 11,453
Gross value Impairment loss
Dec 31 2011
Not overdue 82,395 364
Overdue by:
0-180 days 23,312 2,191
180-360 days 1,060 790
More than 360 days 8,968 7,605
115,735 10,950

Changes in impairment losses on trade receivabldgitwelve months ended December 31st 2012 and
December 31st 2011 are presented below.
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Jan 1—- Jan 1—-

Dec 31 2012 Dec 31 2011
Balance at beginning of the period 10,950 9,839
Change in impairment losses 503 1,111
Balance at end of the period 11,453 10,950

Interest rate risk

Interest rate risk is connected with interest payainder financial instruments bearing interest at
floating rates only. As at the reporting date, @®up did not hedge against the interest rate fisk.
current receivables and liabilities are not expdsdtie interest rate risk.

Financial instruments with floating interest rate

Dec 31 2012 Dec 31 2011
Financial assets 0 0
Financial liabilities 728 516 1 035 083
Total 728 516 1 035 083

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

A 1% change in interest rates would lead to a changiet profit by the amounts set out below. The
analysis presented below is based on the assunip@brother variables, especially FX rates, remain
unchangedThe following analysis refers to cash flow from tinning operations.

Jan 1-Dec 31 2012 Jan 1-Dec 31 2011
increase decrease increase decrease
1% 1% 1% 1%
Variable-rate financial instruments (7,285) 7,285 (10,351) 10,351
Difference in the amount of interest and effect on
profit/loss before tax (7,285) 7,285 (10,351) 10,351
Difference in the amount of interest and effecnehn
profit/loss (5,901) 5,901 (8,384) 8,384
Effect on equity 0 0 0 0

Analysis of the sensitivity of fair value of fixedrate financial instruments

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

Currency risk

The Group is exposed to currency risk through trmdesactions denominated in foreign currencies,
including both purchases of materials and goodsesale, and sale of finished products. Therefare,
the event of any exchange rate fluctuations thaltieg foreign exchange gains and losses mostlsedff
each other (natural hedging). The Group also makesstment expenditure denominated in foreign
currencies, and therefore monitors its foreign ey positions on an on-going basis and hedges open
positions through forward transactions. Forwardseations include purchases of foreign curreny at
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predetermined rate. In 2012, the Group used forveamttracts to hedge its currency risk related to
business transactions (exports of goods). The farwantracts used to hedge the Company’s business

transactions provide for the sale of EUR at a mteinined rate. This helps to secure margins ooréxp
sales and mitigate the risk of adverse changdseofiargins due to appreciation of the polish zloty.

The Group had no open forward positions as at Dbeeilst 2012.

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

The Group is also exposed to currency risk in cotioe with EUR-denominated bank borrowings and
loans payable to related entities.
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Exposure to currency risk under financial instrutsgaxpressed in the zioty (translated at the exgdhaate effective at the end of the reportingqubri

As at Dec 31 2012: EUR USD GBP RON RUB
Trade receivables 14,376 45 0 0 0
Liabilities under borrowings and other debt

instruments (15,875) 0 0 0 0
Loans advanced 0 0 0 0 295,871
Trade payables (33,783) 0 (294) (14) 0
Loans received (175,348) 0 0 0 0
Balance-sheet exposure, gross (210,630) 45 (294) (14) 295,871
Forward transactions 0 0 0 0 0
Net exposure under financial instruments (210,630) 45 (294) (14) 295,871
including under discontinued operations:

Trade payables (9,730) 0 0 0 0
Loans received (150,881) 0 0 0 0
Liabilities under borrowings and other debt

instruments (15,875) 0 0 0 0
Loans advanced 0 0 0 0 295,871
Net exposure under financial instruments —

discontinued operations (176,486) 0 0 0 0
Trade receivables 14,376 45 0 0 0
Trade payables (24,053) 0 (294) (14) 0
Loans received (24,467) 0 0 0 0

Net exposure under financial instruments —
continuing operations (34,143) 45 (294) (14) 295,871
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As at Dec 31 2011: EUR USD GBP RON RUB
Trade receivables 15,830 49 0 0 0
Liabilities under borrowings and other debt

instruments (73,625) 0 0 0 0
Loans advanced 0 0 0 0 367,225
Trade payables (35,947) 0 0 0 0
Borrowings received (179,549) 0 0 0 0
Balance-sheet exposure, gross (273,291) 49 0 0 367,225
Forward transactions 0 0 0 0 0
Net exposure under financial instruments (273,291) 49 0 0 367,225
including under discontinued operations:

Trade receivables 37 0 0 0 0
Trade payables (17,504) 0 0 0 0
Borrowings received (154,645) 0 0 0 0
Loans advanced 0 0 0 0 367,225

Net exposure under financial instruments —

discontinued operations (172,112) 0 0 0 367,225
Trade receivables 15,794 49 0 0 0
Liabilities under borrowings and other debt

instruments (73,625) 0 0 0 0
Trade payables (18,443) 0 0 0 0
Borrowings received (24,904) 0 0 0 0

Net exposure under financial instruments —
continuing operations (101,179) 49 0 0 0
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The Group recognises receivables under loans gramttie Russian rouble by Pfleiderer Grajewo S.A.
to Pfleiderer OOO and Pfleiderer MDF OOQO, its sdiasies, as net investments in subsidiaries. As at
December 31st 2012, the total value of loans addna Pfleiderer OOO and Pfleiderer MDF OOO,
amounting to PLN 295,871 thousand, was treatededsnwestment in subsidiaries (December 31st
2011: PLN 367,225 thousand). Exchange differencesanslating those loans are charged directly to
other comprehensive income and presented in ttamslaeserve in equity. For information on the
settlement of the exchange differences, see NotegRay.

Analysis of sensitivity to exchange rate changes

A 5% change in the value of a foreign currencyelation to the zloty would lead to changes of rofi
before tax, net profit, and equity as specifiecbbelThe analysis is based on the assumption that ot
variables, in particular interest rates, remainhamged. The following sensitivity analysis of exjes
to exchange rate changes risk for continued opera(2012).

As at Dec 31 2012: +5% -5%
EUR (1,707) 1,707
uUsD 2 2
GBP (15) 15
RON (1) 1
Effect on profit/loss before tax (1,720) 1,720
Effect on net profit/loss (1,393) 1,393
Effect on equity 0 0
As at Dec 31 2011 +5% -5%
EUR (13,665) 13,665
uUsbD 2 2
SEK 0 0
Effect on profit/loss before tax (13,663) 13,663
Effect on net profit/loss (11,067) 11,067
Effect on equity 0 0

The sensitivity analysis was based on the followaghange rates of the zioty against foreign
currencies.

Exchange rate as Exchange rate as

Currency at Dec 31 2012 at Dec 31 2011
EUR 4.0882 4.4168
usbD 3.0996 3.4174
RUB 0.1017 0.1061
SEK 0.4757 0.4950
RON 0.9197 1.0226
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Liquidity risk

The table below presents an analysis of the Grofipgcial liabilities by remaining maturity as frothe reporting date. The amounts presented irtathle are
contractual, non-discounted cash flows.

Carrying Contractual 6-12 More than 5
As at Dec 31 2012 amount cash flows Below 6 months  months 1-2 years 2-5 years years
Overdraft facilities 2,171 2,204 2,204 0 0 0 0
Liabilities under borrowings and other debt insteumts 709,357 780,708 95,819 483,692 93,126 108,071 0
Trade and other payables 194,833 194,833 194,833 0 0 0 0
906,361 977,812 292,923 483,692 93,126 108,071
Carrying Contractual 6-12 More than 5
As at Dec 31 2011 amount cash flows Below 6 months months 1-2 years 2-5 years years
Overdraft facilities 15,293 16,059 9,931 207 5,921 0 0
Liabilities under borrowings and other debt insteums 1,003,401 1,157,515 115,545 77,347 758,941 205,682 0
Trade and other payables 262,489 262,489 262,489 0 0 0 0
1,281,183 1,436,063 387,965 77,554 764,862 205,682 0
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As at December 31st 2012, the Pfleiderer Grajewau@had debt under bank borrowings of PLN 677.8m
and under other borrowings of PLN 33.3m; it alsd ha unused credit facility of PLN 168.9m. Most of
those liabilities were short-term credit facilitid@$he Group also held cash in the amount of PLISm7.

Fair value of financial assets and liabilities

Fair value of financial assets and liabilities iimitar to their carrying amounts as at Decembeit 2042
and December 31st 2011.

Capital management

The Group defines equity as the carrying amounhefequity including non-controlling interests. They
ratio applied by the Group to monitor equity is th&o of equity to total asset#t the end of 2012, the
ratio was 32.38%, up from 29.26% a year before.

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

Dec 31 2012 Dec 31 2011

Equity 585,165 566,481
Total assets 1,807,032 1,935,970
Ratio

Equity 32.38% 29.26%

Total assets

The Group manages equity in a manner enablingritamtain a safe level of the debt to equity rafibe
Group did not pay dividend for 2012.

In addition, pursuant to the Commercial Companiedé&; the parent is obliged to create statutoryrvese
funds by creating provisions in the amount of @ste8% of profit for a given financial year, urttie
amount of the statutory reserve funds reacheshurgdf the Company’s share capital.

69



PFLEIDERER GRAJEWO GROUP
Supplementary notes to the annual consolidated fimeial statements
for the period January 1st 2011— December 31st 2012

(all amounts in PLN thousand)

27 Operating lease agreements

On December 19th 2012, the Group first sold itefnproperty, plant and equipment, and subsequently
started to use them under the operating leaseragreeas part of a sale-and-lease-back arrangeiieat.
lease agreement expires on December 19th 2015jr#idease payment was made by the Group in
January 2013. Net proceeds of PLN 11,795 thousemu the sale of items of property, plant and
equipment were recognised in other income uither (see Note 4).

Pursuant to the two lease agreements executeddigref MDF Sp. z.0.0., concerning the board pagkin
machine and the lacquering line, which continudoirte, the lease agreements expire in January and
March 2014, respectively.

The Group leases 29 company cars. The lease agreemepire in April 2013, H2 2014 and at the
beginning of 2015.

In 2012, the Group incurred costs under operatgagds of PLN 11,431 thousand (2011: PLN 9,437
thousand).

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

Dec 31 2012 Dec 31 2011

From 1 to 5 years 12,866 2,652
Up to one year 9,280 11,001
Total 22,146 13,653
28 Contractual commitments for the acquisition of poperty, plant and equipment and

intangible assets
As at December 31st 2012, the Group has contractummitments resulting from long term investment
agreements signed relating to 15 open contractsiating to PLN 21,349 million.
29 Contingent liabilities

As at December 31st 2012, the Group did not idgmtify significant contingent liabilities except piide
liability resulting from the antitrust proceedinggscribed in note 32.
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30 Material related-party transactions

Related-party transactions as at December 31st 2012

Liabilities
Other Other Finance under Prepaid Trade Trade
Entity Sales income expenses**) COStS**) Purchases**) borrowings**) deliveries receivables payables**)
Pfleiderer Service GmbH 0 131 0 1,846 3,947 33,269 0 0 497+
Pfleiderer Aktiengesellschaft 8 0 0 7,928 4,173 150,881 0 0 4,737
Pfleiderer Schweiz AG 0 0 0 0 0 0 0 0 32
Pfleiderer Holzwerkstoffe GmbH & Co.
KG 905 0 0 0 203 0 0 23 0
Pfleiderer Holzwerkstoffe Verwaltungs
GmbH 0 0 0 0 0 0 0 28 0
Wodego GmbH 29,608 0 0 0 474 0 0 992 45
Thermopal GmbH 5,145 0 0 0 21 0 0 0 21
Pfleiderer Industrie GmbH 30,501 0 0 0 94 0 0 1,505 27
Jura Speditions GmbH 0 0 0 0 3,813 0 0 0 746
Duropal GmbH 123 0 0 0 9,395 0 0 6 642
BHT Bau + Holztechnik Thiringen
GmbH 0 0 0 0 0 0 0 0 0
Kunz Faserplattenwerk Baruth GmbH 38,939 0 0 0 0 0 0 5,043 0
Pergo (Europe) AB 210 0 0 0 0 0 0 0 0
Pergo Inc. 0 0 0 0 0 0 0 0 0
Uniboard Canada Inc. 4 0 0 0 0 0 0 0 0
Pfleiderer France S.A.S. 0 0 0 0 2 0 0 0 2
Pfleiderer B.V. 0 0 0 0 29 0 0 0 6
Pfleiderer Industrie Limited 0 0 0 0 17 0 0 0 9
Blitz 0 0 5,261 0 0 0 0 0 8,607
Pfleiderer Engineering International
GmbH 0 0 0 0 1,863 0 0 0 910
Total 105,443 131 5,261 9,774 24,031 184,150 0 7,597 16,281

Pfleiderer Grajewo S.A. is a subsidiafyfieiderer Service GmbH; Atlantik SA is the aitite parent.
*Trade payables of Pfleiderer Services include &twent commitments of PLN 37 thousand
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** Following execution of the conditional agreemént the sale of 100% of shares in Pfleiderer OJQRossia and disposal of Pfleiderer MDF OOO assBEte Group
classified the subsidiaries’ assets as held far aatl their respective equity and liabilities abilities related to assets held for sale. As atdbeber 31st 2012, both subsidiaries
disclosed material related-party transactions oti(esed in the table above):

- Other expenses: PLN 5,261 thousand

- Finance costs: PLN 7,734 thousand

- Purchases: PLN 1,508 thousand

- Liabilities under borrowings: PLN 150,881 thonda

- Trade payables: PLN 12,828 thousand

Related-party transactions as at December 31st 2011

Liabilities
Other under Prepaid Trade Trade
Entity Sales expenses Finance costs Purchases  borrowings deliveries receivables payables
Pfleiderer Service GmbH 327 0 2,214 10,141 33,308 0 1,344 4,104
Pfleiderer Aktiengesellschaft 2 0 7,604 6,030 154,646 0 0 5,097
Pfleiderer Schweiz AG 0 0 0 0 0 886 0 35
Pfleiderer Holzwerkstoffe GmbH & Co. KG 0 0 0 554 0 0 0 548
Wodego GmbH 40,934 0 0 304 0 0 2,888 4
Thermopal GmbH 5,137 0 0 0 0 0 389 0
Pfleiderer Industrie GmbH 28,421 0 0 12,744 0 0 2,097 7
Jura Speditions GmbH 30 0 0 2,847 0 0 0 484
Duropal GmbH 84 0 0 5,268 0 0 19 0
BHT Bau + Holztechnik Thiringen GmbH 265 0 0 0 0 0 0 0
Kunz Faserplattenwerk Baruth GmbH 9,629 0 0 139 0 0 627 0
Pergo (Europe) AB 346 0 0 59 0 0 0 0
Pergo Inc. 19 0 0 0 0 0 0 0
Pfleiderer France S.A.S. 0 0 0 11 0 0 0 0
Pfleiderer B.V. 0 0 0 17 0 0 0 0
Pfleiderer Industrie Limited 0 0 0 24 0 0 0 1
Blitz 0 427 0 0 0 0 0 459
Pfleiderer Engineering International GmbH 0 0 0 673 0 0 0 1,188
Total 85,194 427 9,818 38,811 187,954 886 7,364 11,927
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Remuneration of members of the Management and Supesory Boards

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

Jan 1- Jan 1-
Name Dec 31 2012 Dec 31 2011
Woijciech Gitkiewicz 918 735
Dariusz Tomaszewski 513 456
Rafat Karcz 441 369
Radostaw Wierzbicki 522 460
2,394 2,020

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

Jan 1- Jan 1-
Name Dec 31 2012 Dec 31 2011
Wojciech Gytkiewicz 905 735
Dariusz Tomaszewski 513 456
Rafat Karcz 428 369
Radostaw Wierzbicki 513 453
2,359 2,013

In addition, in 2011 Mr Rafat Karcz served as thesilent of the Management Board, and Mr Dariusz
Tomaszewski and Mr Radostaw Wierzbicki held theitomss of Member of the Management Board of
Pfleiderer MDF Sp. z 0.0., without receiving angnimeration for the services rendered.

As at December 31st 2012, Mr Dariusz Tomaszewskinber of the Management Board of Pfleiderer
Prospan S.A., had outstanding debt of PLN 26 thudisander a loan taken out in 1997 from the
Privatisation Fund to finance the purchase of Fanghares.

As at December 31st 2012, the other members dPahhent's Management Board had no outstanding loan-
related debt from the Group.

As at December 31st 2012, the number of Pfleid&emjewo shares held by the members of the
Management and Supervisory Boards was as follows:

- Mr Wojciech Gytkiewicz, President of the Management Board — 5gttdles
- Mr Rafat Karcz, Member of the Management BoafRj472 shares

- Mr Dariusz Tomaszewski, Member of the ManagenBaard — 4,108 shares
- Mr Radostaw Wierzbicki, Member of the ManagemBaard — 2,000 shares.
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The managerial contract with Mr Rafat Karcz, membgthe Management Board, contains a provision
entiting Mr Karcz to a one-off termination beneditjual to one-month remuneration if the contract is
terminated by notice.

The managerial contract with Mr Dariusz Tomaszewsiémber of the Management Board, contains a
provision entitling Mr Tomaszewski to a one-offriéination benefit equal to one-month remuneration if
the contract is terminated by notice.

The managerial contract with Mr Wojciechatdewicz, President of the Management Board, ircfhs
of January 1st 2012, provides for a six-month mogieriod.

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

follows:

Dec 1 2012 Dec 1 2011

Dec 31 2012 Dec 31 2011
Wozniak Jan 91 48
Overdiek Hans 61 0
Hammerschmidt Gerd 15 0
Schapka Jochen 78 0
Von Werder Hans - Kurt 71 0
Wolff Michael 157 0
473 48

As at December 31st 2012, the members of the Pa®mpervisory Board had no outstanding loan-relate
debt from the Company.

As at December 31st 2012, Jan hiak, Member of the Supervisory Board, held 10,@0@res in
Pfleiderer Grajewo S.A.

The other members of the Parent's Supervisory Bdidrdot hold any shares in the Parent.

31 Supplementary information to the consolidated sttement of cash flows

Structure of cash and cash equivalents

Dec 31 2012 Dec 31 2011

Cash in hand and at banks 17,518 19,586
Cash disclosed in the consolidated statement of ¢as
flows 17,518 19,586
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Change in liabilities

Dec 31 2012 Dec 31 2011
Change in trade and other payables (12,350) 24,010
Increase/(decrease) in investment liabilities (4)90 (5,807)
Settled prepayments 3,116 0
Change in liabilities (11,138) 18,203

32 Court proceedings

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

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

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

proceedings.

33 Events subsequent to the end of the reporting ped

» Following a preliminary conditional agreement da@ctober 2012, on January 23rd 2013, Pfleiderer
Grajewo S.A., as the seller, and Ingka Pro Hol@ngholding | B.V. and SWEDSPAN Holding B.V.,
as the buyers, entered into a final agreementdieraf a 100% interest in Pfleiderer OOO of Russia
well as the assets belonging to Pfleiderer MDF O@®Osubsidiary in Russia and joint venture Blitz
11-446 GmbH in Germany

In addition to the sale of the abovementioned asegignated for the MDF project in Russia,
Pfleiderer MDF OOO will sell assets under consiarcto Pfleiderer OOO, comprising in particular
land owned by Pfleiderer MDF OOOQ, for a sellingcprof EUR 3,000 thousand (PLN 12,510
thousand).

The Parent's proceeds from the transaction tot&ld® 157,485 thousand (PLN 656,711 thousand)
maximally and comprised the preliminary sellingcpriof the shares of EUR 111,884 thousand (PLN
466,555 thousand) and EUR 31,600 thousand (PLN7Z81thousand), which the Parent will receive
as repayment of intra-group loans advanced tod&fter OOO. Moreover, EUR 14,000 thousand (PLN
58,380 thousand) was deposited in an escrow acasusecurity for liabilities under the share sale
agreement. The preliminary selling price of therehawill be ultimately adjusted after the trangarcti

is closed, based on audited financial statemeniflefderer OOO prepared as at the sale transaction

closing date.

The selling price of Pfleiderer MDF OOO assets i#RE7,520 thousand (PLN 31,358 thousand) and
will be deposited in an escrow account. The selprige of Blitz assets was agreed at EUR 33,874
thousand (PLN 141,256 thousand), less EUR 1,000stad (PLN 4,170 thousand) deposited in an
escrow account. The total selling price of Blitzsets, Pfleiderer MDF assets and assets under
construction amounts to EUR 44,394 thousand (PLH1B! thousand).
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The Blitz assets and Pfleiderer MDF OOO assets demphe components of a complete production
line designed for the MDF production plant projecRussia.

At the same time, under the agreements, the Pfid8rajewo Group will lose control over its
subsidiary Pfleiderer MDF OQO.

* On January 29th 2013, Pfleiderer Grajewo S.A. izea an early repayment of part of the syndicated
credit facility incurred under a credit facility m@ment concluded on March 16th 2010 by the
Company, Pfleiderer Prospan S.A. and Silekol Sp.az with a bank syndicate comprising Bank
PEKAO S.A., Bank Zachodni WBK S.A., BRE Bank S.BNP Paribas Bank Polska S.A. and Bank
GospodarkZywnosciowej S.A.

A substantial part of the facility was repaid usprgceeds from the sale of shares in Pfleiderer OOO
From January 24-29 2013, Tranche A of PLN 460mis vegaid in full, while on January 29th 2013,
tranche B was repaid in part (PLN 88,375 thousand).

* On February 12th 2013, Mr Hans-Kurt von Werdergesd from the position of Member of the
Parent's Supervisory Board, effective from Febr&th 2013.

* On February 22nd 2013, Pfleiderer AG, the intermiediparent company, changed its legal form from
a joint-stock company into a limited liability comupy. The transformation will significantly
contribute to the streamlining of the structure amgrnal processes. The new and sole owner is
Atlantik S.A. of Luxembourg, an investment firm.

* In accordance with a resolution of the Extraordin&eneral Meeting, on February 26th 2013, Mr
Richard Mayer was appointed Member of the ParSuifxervisory Board.

* On February 26th 2013, Pfleiderer Service GmbHintermediate company, initiated a tender offer
for Pfleiderer Grajewo S.A. (the Parent) sharesadcordance with the offer, Pfleiderer Service
GmbH, as the intermediate parent of the Pfleid&ejewo Group, holds Pfleiderer Grajewo S.A.
shares, representing 65.11% of the total numbéneParent shares, and intends to acquire 443,664
shares in Pfleiderer Grajewo S.A., representin@%.8f the total number of the Parent shares.

As a result of the tender offer, the bidder intetadisold directly 32,751,840 shares in the Parent,
representing 66% of the Parent’s share capitab&ftl of the total vote at the Parent’s General
Meeting.

* March 18th 2013 the syndicated loan wasyfuktpaid. Loan was concluded between Parent,
Parent's 2 subsidiaries Pfleiderer Prospan &#l Silekol Sp. z o0.0. and bank syndicate
consisted of Bank PEKAO S.A., Bank ZachodhBK S.A., BRE Bank S.A., BNP Paribas
Bank Polska SA (previously Fortis Bank Polska Sakyl Bank Gospodarki Zywsoowej S.A.. All
securities connected to the loan were or, refertmgegistered pledge and mortgages, will be
removed.

e On April 16th 2013 the Parent company acquired 1@d#res at nominal value of RUB 10,000 of
Grajewo OOO seated in Novgorod, Russia. The pueclpaise amounted to EUR 2,000. Grajewo
OOO is a distributing company active on Russianketar
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34 Accounting estimates and judgement

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

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

Information about critical judgements in applyintgcaunting policies that have the most significafeat
on the amounts recognised in the consolidated diahstatements is included in the following notes:

* Notes to the annual consolidated financial statéspe@hapter 6, Section d (v) — useful lives of
property, plant and equipment and intangible asseletermined based on useful lives of property,
plant and equipment and intangible assets andeeat least annually.

* Note 3, 10 — Goodwill, recoverable value of gootiwécoverable value of non-financial non-current —
if there is an indicator for impairment, the rec@lde amount is determined by higher of fair value
less cost to sell or value in use (based on didedurash flows) by applying the appropriate distoun
rate (cost of capital, growth rates),

* Nota 9 — Corporate income tax — recognition of ocape income tax or settlement of losses carried
forward based on assumption that in future theltiexismcome will be generated,

* Note 11 — Derecognition of trade receivables bagethctoring arrangements — assessment of control
and continuous involvement,

* Note 23 — Measurement of liabilities under defirmuiployee benefits — employee benefits are
evaluated by actuary. The valuation is based onngsSons regarding interest rates, increase of
salaries levels, inflation rate, employment rotatiate,

 Note 24 and 29 - Provisions and contingent liaedit- recognition of provisions and contingent
liabilities requires estimate of the probable olawf of economic benefits and defining the best
estimate of the expenditure required to settleptiesent obligation at the end of reporting period,
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+ Note 26 — Valuation of financial instruments — maasent of the fair value of financial instruments
is determined via use of financial instruments a&ifn models,

* Note 27 — Classification of lease agreements -sifieation of the lease agreements as finance lease
operating lease on the basis of business natutgsea

Wojciech Gatkiewicz
President of the Management Board

Rafat Karcz
Member of the Management Board, Chief Financialo®ff

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Radostaw Wierzbicki
Member of the Management Board, Chief Operatingc€ff

Irena Lenczewska
Person responsible for the accounting records

Grajewo, April 30th 2013
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