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INCOME STATEMENT
for year ended 31st December 2015

Note Year ended Year ended
31 December 2015 31 December 2014

Continuing operations
Sales of services 29 40 410 37 640
Interest income 29 937 999
Dividend income 29 65 359 140
Revenues 11 106 706 38779
Cost of interest to subsidiaries and cost of smistics
services (11 381) (9 417)
Gross profit (loss) 95 325 29 362
Other operating income 12.1 398 270
Selling expenses 125 (4 069) (4 036)
Administrative expenses 125 (31 517) (29 196)
Other operating costs 12.2 (51 701) (18 614)
Operating profit (loss) 8 436 (22 215)
Financial income 12.3 666 156
Financial costs 12.4 (4 026) (3018)
Profit (loss) before tax 5077 (25 077)
Income tax 13.1 (167) -34
Profit (loss) from continuing operations 4909 (25 110)
Discontinued operation - -
Profit (loss) from discontinued operation - -
Profit (loss) for the perioc 4909 (25110
Earnings per share (in PLN):

- basic from the profit (loss) for the period 14 0,07 (0,36)

- basic from the profit (loss) from continuingerations 0,07 (0,36)

- diluted from the profit (loss) for the period 14 0,07 (0,36)

- diluted from the profit (loss) from continuingerations 0,07 (0,36)

Accounting policies and additional notes includedpages from 12 to 60 are an integral part of tfies@écial statements
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STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31st December 2015

Note Year ende: Year ende
31 December 2015 31 December 2014

Profit (loss) for the period (4 909) (25 110)
Items to be recognized in profit/loss in futureipeés:
Forelgq currency translation differences for fame 299 227) 152
operation
Other comprehensive income (227) 152
Total comprehensive income for the period (4 682) (24 958)

Accounting policies and additional notes includedoages from 12 to 60 are an integral part of tfies@cial statements
6/ 60
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STATEMENT OF BALANCE SHEET

as on 31st December 2015

As at As at
Note 31 December 2015 31 December 2014
ASSETS
Non - current assets
Fixed assets 16 2108 677
Intangible fixed assets 17 1322 1319
Investments in subsidiaries 18.1 838 741 827 190
Other non-financial assets 18.3 1103 869
843 274 830 055
Current assets
Trade and other receivables 20 81 928 45 320
Income tax receivables 193 167
Other current financial assets 18.2 12 683 41714
Other current non-financial assets 18.3 2689 771
Cash and cash equivalents 21 9435 18 607
106 927 106 579
TOTALASSETS 950 202 936 635
EQUITY
Share capital 22.1 69 288 69 288
Share premium account 22.3 447 641 472 751
Other reserve capital 22.4 147 871 147 871
Translation reserve 22.2 290 517
Retained earnings 3870 (25 533)
Total equity 668 959 664 893
Non-current liabilities
Borrowings, loans and bonds 24 203 357 225 168
Provisions 25 1151 866
Other financial liabilities 390 300
Deferred tax liabilities 13.3 0 0
Accrued expenses and prepaid income 26.2 103 776
205 001 227 109
Current liabilities
Provisions 25 0 826
Borrowings, loans and bonds 24 788 551
Trade payables 26.1 69 593 36 026
Other financial liabilities 187 102
Other current liabilities 26.1 168¢ 173¢
Current income tax liabilities 0 35
Accrued expenses and prepaid income 26.2 3985 5 360
76 242 44 632
TOTAL LIABILITIES 281 243 271741
TOTAL EQUITY AND LIABILITIES 950 202 936 635

Accounting policies and additional notes includedpages from 12 to 60 are an integral part of tfies@écial statements
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STATEMENT OF CASH FLOWS
for the year ended 31st December 2015

Year endel Year endel
31 December 2015 31 December 2014
Note
(audited) (audited)
Cash flows from operating activities
Profit (loss) before tax 5077 (25 076)
Adjustments for:
Amortization and depreciation 12.6 266 110
Net foreign exchange differences (227) 334
Impairment of non-current assets 3194
Net interests and dividends 2529 8 360
Change in trade and other receivables 28
(38 760) (1 093)
Change in trade and other payables (except footdmgs,
loans and other financial liabilities) 33522 3 066
Change in accruals and prepayments (2 047) 1561
Change in provisions (540) 959
Income tax (228) 643
Loans granted (13 898) 740
Other adjustments - 10
Net cash used in operating activities (11 111) (10 387)
Cash flows from investing activities
Proceeds from sales of property, plant and equipment and intangible assets - 20
Purchase of property, plant and equipment and intangible assets (1 525) (45)
Increse of shares in subsidiaries (15 318) -
Acquisition of shares in subsidiary - (68)
Short-term deposit 21312 (21 312)
Net cash from investing activities 4 468 (21 405)

Accounting policies and additional notes includedoages from 12 to 60 are an integral part of tfies@cial statements
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Financial statements for the year ended 31st Deeegil5
(in PLN thousand)

STATEMENT OF CASH FLOWS
for the year ended 31st December 2015 — continued

Year ende Year ende
31 December 2015 31 December 2014
Note
(audited) (audited)
Cash flow from financing activities
Repay ment of leasing liabiliies - (91)
Proceeds from loans - 43176
Interest paid (2 529) (1 704)
Net cash from financing activities (2 529) 41 381
Cash and cash equivalents at the beginning of theepod 21 18 607 9018
Net increase (decrease) in cash and cash equivalent (9172) 9 589
Cash and cash equivalents at the end of the period 21 9435 18 607

Accounting policies and additional notes includedpages from 12 to 60 are an integral part of tfies@écial statements
9/ 60
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STATEMENT OF CHANGES IN EQUITY
for the year ended 31st December 2015

Share Share Translatior ~ Other reserv
Note capital premium reserve capital  Retained earnings Total equity

As at 1 January 2015 69 288 472 751 517 147 871 (25 533) 664 893
Profit (loss) for the period - - - - 4909 4909
Other comprehensive income for the period 22.2 - - (227) - - (227)
Total comprehensive income - - (227) - 4909 4682
Profit distribution 22.1 - (25 110) - - 25110 -
Payments within the tax group in Sweden - - - - (617) 7161
As at 31 December 2015 69 288 447 641 290 147 871 3870 668 959

Accounting policies and additional notes includedobages from 12 to 60 are an integral part of tfies@cial statements
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Financial statements for the year ended 31st Deeefil5
(in PLN thousand)

For the year ended 31st December 2014

Share Share Translatior ~ Other reserv

Note capital premium reserve capital  Retained earnings Total equity
As at 1 January 2014 69 288 652 662 192 147 871 (179 968) 690 043
Profit (loss) for the period - - - - (25 110) (25 110)
Other comprehensive income for the period - - 325 - - 325
Total comprehensive income - - 325 - (25 110) (24 785)
Profit distribution - (179 911) - - 179 911 -
Payments within the tax group in Sweden - - - - (366) 6§36
As at 31 December 2014 69 288 472 751 517 147 871 (25 533) 664 893

Accounting policies and additional notes includedobages from 12 to 60 are an integral part of tfies@cial statements
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ACCOUNTING POLICIES AND ADDITIONAL EXPLANATORY
NOTES

1. General information
Financial statements of Arctic Paper S.A coveryhar ended 31st December 2015 and contain comyarati
data for the year ended 31st December 2014.

Arctic Paper S.A. (hereinafter ,Company”, ,Entityi§ a joint-stock company which was incorporatedttos
basis of a Notarial Deed dated 30th April 2008 hasl publicly traded shares.

The seat of the Company is located in Pazdana Henryka fbrowskiego 334A.

The Company is entered in the Register of Entreprenkept by the District Court in Pofina Nowe Miasto i
Wilda, 8th Commercial Department of the National@dregister, Entry No. KRS0000306944.

The Company was granted statistical REGON numb@2@3255.
The Company has an unlimited period of operation.

The main area of the Company’s business activitiiolsling activity for the benefit of Arctic Paperafital
Group.

The direct parent company of Arctic Paper S.A. &mds Holding AB. The ultimate parent company oftisrc
Paper Group is Incarta Development SA.

2. Identification of consolidated financial statements

The Company prepared consolidated financial statésrir the year ended 31st December 2015, which wa
approved for publishing on 21st March 2016.

3.  Composition of the Management Board

As on 31st December 2015, the Management BoatteoEbmpany consisted of:

m Wolfgang Lubbert - President of the Management Bagpointed on 27th November 2013 (appointed
as a Member of the Management Board on 5th Jun2)201

m Malgorzata MajewskaSliwa - Member of the Management Board appointe@%th November 2013;
m Jacek L& - Member of the Management Board appointed on Aptfil 2011;
m Per Skoglund - Member of the Management Board ayp@dion 27th April 2011;

m Michat Sawka — Member of the Management Board agpdion 12th February 2014.

From 31st December 2015 until the day of publistohdinancial statements no changes in the comiposif
the Management Board of the Company occurred.

4.  Approval of the financial statements

These financial statements were approved for phiblisby the Management Board on 21st March 2016.

Accounting policies and additional notes includedoages from 12 to 60 are an integral part of tfies@cial statements
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5. Company’s investments

The Company has investments in the following subsigs:

Share in capital

Entity Registered office Busines activities

31.12.2015 31.12.2014
Arctic Paper Kostrzyn S.A. Poland, Kostrzyn nad Q&abrycznal Paper production 100% 100%
Arctic Paper Munkedals AB Sweden, SE 455 81 Munkedal Paper production 100% 100%

Great Britain, Quadrant House, 47
Croydon Road, Caterham, Surrey

Latvia, K. Vardemara iela 33-20, Riga LV-

Arctic Paper UK Limited Trading services 100% 100%

Arctic Paper Baltic States SIA 1010 Trading services 100% 100%

. Belgium, Ophemstraat 24, . A 0 0
Arctic Paper Benelux S.A. B-3050 Oud-Heverlee Trading services 100% 100%
Arctic Paper Schweiz AG ?3’:5: rland, Technoparkstrasse 1, 8005I'rading services 100% 100%
Arctic Paper ltalia srl Italy,Via Cavriana 7, 20 18Ulano Trading services 100% 100%
Arctic Paper Ireland Limited Ilriland, 4 Rosemount Park Road, DlJbIInTrading services 100% 100%

. Denmark, Korskildelund 6 . A

’ 0, 0,
Arctic Paper Danmark A/S DK-2670 Greve Trading services 100% 100%

. France, 43 rue de la Breche aux Loups, . .

Arctic Paper France SAS . P Trading services 100% 100%
75012 Paris

Arctic Paper Espana SL Spain, Avenida Diagonal 472-474, 9-1 Trading services 100% 100%
Barcelona

Arctic Paper Papierhandels GmbHCVl;;t]na’ Hainborgerstrasse 34A, A-]'OSOTrading services 100% 100%

Arctic Paper Polska Sp. z o.0. Poland, BiskupiaD@9216 Warsaw Trading services 100% 100%

. Norway, Rosenholmsveien 25, . ; 0 0
Arctic Paper Norge AS NO-1414 Trollasen Trading services 100% 100%
Arctic Paper Sverige AB Sweden, SE 455 81 Munkedal radifig services 100% 100%
Arctic Paper East Sp. z o.0. Poland, Kostrzyn nady@dhbryczna 1 Trading services 100% 100%

Germany, Fabrikstrasse 62, DE-882, 84

. . o 0
Arctic Paper Investment GmbH Wolpertswende Holding company 99,80% 99,80%
Arctic Paper Investment AB Sweden, Box 383, 401 #6eBorg Holding company 100% 100%
Arctic Paper Deutschland GmbH Germany, Am Sandtorkal 72, D-20457 Trading services 100% 100%
Hamburg
Arctic Paper Finance AB (previous N . 0 o
Arctic Energy Sverige AB) Sweden, Box 383, 401 26 Goteborg Holding company 100% 100%
Rottneros AB Sweden, Sunne Pulp production 51,27% 54,27

As on 31st December 2015 and 31st December 20&4pdtcentage of voting rights held by the Compamy i
subsidiaries corresponds to the percentage heldare capital of those entities.

Accounting policies and additional notes includedpages from 12 to 60 are an integral part of tfies@cial statements
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6.  Significant professional judgment and estimates

In the process of applying accounting policies he aireas presented below, professional judgmertheof
management staff had the most significant effqeartsfrom accounting estimations.

Deferred tax asset

Due to the uncertainty regarding utilization inug periods of tax losses recorded in years 201%-2the
Management Board decided not to create deferredgssgt on tax losses. Furthermore, the ManagenuwardB
decided to create deferred tax asset up to the mnodthe deferred tax liability.

Impairment of assets in subsidiaries

The Management Board sustains the cautious pofidgvestments in subsidiaries related to Mochenweang
paper mill and for that reason all investmentshiese companies were written-off when incurred. Gitgatest
amount was connected with the capital increaseratidAPaper Investment GmbH in the amount of PLI\B48
thousand.

Impairment of intangible assets’ components

In accordance with IAS 36, the Company performdyaes of premises for impairment of rights to tradeks,
which were acquired from Trebruk AB in 2009, oregular basis. As the result of the analysis peréotnit has
been confirmed there is no need for a write-off.

7.  Basis of preparation of financial statements

The financial statements have been prepared ostarical cost basis.

These financial statements are presented in Palgly (“PLN”) and all values are rounded to the msa
thousand (PLN ‘000) except when otherwise indicated

The hereby financial statements have been prefsed on the assumption that the Company will noatas
going concerns in the foreseeable future.

As described in note 32.1. Loans and borrowingth& consolidated financial statements for 2013 26th
December 2013 the Company and its subsidiaries,igharctic Paper Kostrzyn S.A. (“APK”), Arctic Pap
Investment GmbH and Arctic Paper Mochenwangen Grobitluded an annex to a loan agreement with a
consortium of banks (Bank Pekao S.A., Bank Zach®BK S.A and mBank S.A.), the details of which have
been listed in this note. The annex introducedtaddil case of breach of the bank loan agreemexigions if
Svenska Handelsbanken does not prolong the shamtiteans and factoring agreements concluded by APG.
Failure to keep the condition precedent, includiatected financial ratios, may cause the loanstplaced on
demand, which therefore may significantly impacé t@roup’s liquidity and continuation of its busises
operations.

The Management Board has analyzed possible scerariwerning financing of AP Grycksbo. Based orsé¢he
analyses, the Management Board is of the opiniat) tespite the existing risk, the Group is abledntinue its
business operations in the next twelve months.

7.1. Statement of compliance

These financial statements have been preparedcoragance with International Financial Reportingrigitards
(“IFRS"), as well as with IFRSs endorsed by the dpgan Union. At the balance sheet date, in lighthef
current process of IFRS endorsement in the Europedon and the nature of the Company’s activittesye is
no difference between the IFRSs applied by the Gommyand the IFRSs endorsed by the European Union.

Accounting policies and additional notes includedoages from 12 to 60 are an integral part of tfies@cial statements
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IFRSs comprise standards and interpretations aedepy the International Accounting Standards Board
(“IASB”) and the International Financial Reportihgerpretations Committee (“IFRIC”).

7.2. Functional currency and presentation currency

Functional currency and presentation currency ef @ompany in these financial statements is Polisty z
(PLN).

8.  Changes in accounting policies

The accounting policies adopted in preparatiorheffinancial statements are consistent with tholewed in
preparation of the Company’s annual financial statiets for the year ended 31st December 2014, eXoept
application of the following changes in standardd aew interpretations binding for yearly periodgjinning
on 1st January 2015:

m  Amendments to IAS 19 Defined Benefit Plans: Empéo@®ntributions (issued on 21st November 2013) —
effective for financial years beginning on or aftest July 2014, in EU effective at the latest foiahcial
years beginning on or after 1st February 2015;

®  Annual Improvements to IFRSs 2010-2012 (issued2ih December 2013) — some amendments effective
for financial years beginning on or after 1st JABL4 and some effective prospectively for transacti
occurring on or after 1st July 2014, in EU effeetat the latest for financial years beginning omfter 1st
February 2015;

Adoption of the amendments had no impact on the fiamy's financial position, its performance, and shepe
of information presented in the Company’s finansialtements.

Adoption of the aforementioned amendments did aase changes in comparable data.

The Company and Arctic Paper Group have not ealbpted any other standard, interpretation or amemtm
that was issued but is not yet effective.

9. Amendments to existing standards and new regulatia issued but
not yet effective

The following standards and interpretations weseésl by the IASB or IFRIC but are not yet effective

B Amendments to IFRS 11 Accounting for Acquisitiorigrderests in Joint Operations (issued on 6th May
2014) — effective for financial years beginningarafter 1st January 2016;

® Amendments to IAS 16 and IAS 38 Clarification ofckptable Methods of Depreciation and Amortization
(issued on 12th May 2014) — effective for finangiaars beginning on or after 1st January 2016;

m  Amendments to IAS 16 and IAS 41 Agriculture: Bedptants (issued on 30th June 2014) - effective for
financial years beginning on or after 1st Janu@ig2

B Amendments to IAS 27 Equity Method in Separate hared Statements (issued on 12th August 2014) —
effective for financial years beginning on or afist January 2016;
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Annual Improvements to IFRSs 2012-2014 (issued5th 3eptember 2014) - effective for financial years
beginning on or after 1st January 2016;

Amendments to IAS 1 Disclosures (issued on 18thebbdaer 2014) — effective for financial years begiigni
on or after 1st January 2016,

IFRS 14 Regulatory Deferral Accounts (issued om3@tnuary 2014) — The European Commission has
decided not to launch the endorsement processsoifitierim standard and to wait for the final stared- not
yet endorsed by EU at the date of approval of tfies@écial statements — effective for financial geea
beginning on or after 1st January 2016;

Amendments to IFRS 10, IFRS 12 and IAS 28 Investraatities: Applying the Consolidation Exception
(issued on 18th December 2014) — not yet endorgdtl bat the date of approval of these financial
statements - effective for financial years begigrom or after 1st January 2016;

Amendments to IAS 7 Disclosure Initiative (issued2®th January 2016) - not yet endorsed by EUeat th
date of approval of these financial statementdecg¥e for financial years beginning on or aftst 1
January 2017.

Amendments to IAS 12 Recognition of Deferred Taseés for Unrealized Losses (issued on 19th January
2016) - not yet endorsed by EU at the date of araf these financial statements — effective foamcial
years beginning on or after 1st January 2017,

IFRS 9 Financial Instruments (issued on 24th JOW4) — not yet endorsed by EU at the date of agraiv
these financial statements - effective for finahgears beginning on or after 1st January 2018;

IFRS 15 Revenue from Contracts with Customers ¢gsin 26th May 2014), including amendments to
IFRS 15 (issued on 11th September 2015) — notngxirsed by EU at the date of approval of these
financial statements - effective for financial y®aeginning on or after 1st January 2018

IFRS 16 Leases (issued on 13th January 2016) sidacbout terms of performing particular steps
resulting in endorsement of the standard has rdigen made by EFRAG — not yet endorsed by EUeat th
date of approval of these financial statement$ecéfe for financial years beginning on or aftst January
2019,

Amendments to IFRS 10 and IAS 28 Sales or conidhatof assets between an investor and its
associate/joint venture (issued on 11th Septemb4)2- decision about terms of performing particula
steps resulting in endorsement of the standaradiaget been made by EFRAG — not yet endorsed by EU
at the date of approval of these financial state¢meaffective for financial years beginning orafter 1st
January 2019,

The Management Board considers the possible imph¢he above-mentioned changes on the accounting

policies applied by the Company but does not expiettthe introduction of the above-mentioned amesnts
and interpretations would have a significant impatthe Company.
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10. Summary of significant accounting policies

10.1. Foreign currency translation

The presentation currency of the Company is Pdisty, however, for the foreign branch the functibn
currency is Swedish crown. As on the balance sHe&t, assets and liabilities of the foreign braacé
translated into presentation currency of the Compasing the foreign exchange rate prevailing fa tfiven
currency on the balance sheet date and its stateafecomprehensive income is translated to funetion
currency using weighted average for particularqzeri

Exchange differences arising from the translatioe aecognized in other comprehensive income and
accumulated in a separate item of equity — traieslatifferences.

Transactions denominated in currencies other thaistP zloty are translated to Polish zloty at tloeefgn
exchange rate prevailing on the transaction date.

At the balance sheet date, assets and monetaiitiggbexpressed in currencies other than Polistyzare
translated to Polish zloty using the average NB® paevailing for the given currency at the endhef reporting
period.

Exchange differences resulting from translation raorded under financial income or financial costs— in
cases defined in accounting policies — are capédliin assets. Non-monetary foreign currency asmeds
liabilities recognized at historical cost are tlated at the historical foreign exchange rate plegaon the
transaction date. Non-monetary foreign currencetasand liabilities recognized at fair value aemslated into
Polish zloty using the rate of exchange bindingtabe date of re-measurement to fair value.

The following exchange rates were used for valugbiorposes:

31 grudnia 2015 31 grudnia 2014

usbD 3,9011 3,5072
EUR 4,2615 4,2623
SEK 0,4646 0,4532
DKK 0,5711 0,5725
NOK 0,4431 0,4735
GBP 5,7862 5,4648
CHF 3,9394 3,5447

For valuation of assets and liabilities of the fgrebranch as on 31st December 2015, the exchaaige r
SEK/PLN was used amounting to 0.4646 (31st Decen#f®drd: 0.4532). For valuation of the items of
comprehensive income for the year ended 31st Dege@id5 the exchange rate SEK/PLN was used amauntin
to 0.4475 (for the year ended 31st December 204B0Q) which is an arithmetic mean of NBP average
exchange rates announced in 2015 (2014).

10.2. Property, plant and equipment

Property, plant and equipment are measured at @secprice or construction cost less accumulatecediggion
and impairment losses.

The initial cost of an item of property, plant aaduipment comprises its purchase price and anyttiire
attributable costs of bringing the asset to workoundition for its intended use. Cost also comgriiee
expenses for replacement of fixed asset componehin incurred, if the recognition criteria are met.
Subsequent expenditures, such as repair or mairter@sts, are expensed in the reporting periodhioh they
were incurred.
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Purchase price of property, plant & equipment fritvn clients is determined in its fair value as loa tlay the
control started.

Upon purchase, fixed assets are divided into compisn which represent items with a significant eathat can
be allocated a separate useful life. Overhaulsraigesent asset components.

Property, plant and equipment are depreciated ubmgtraight-line method over their estimated wisiéfes as
follows:

Type Period
Buildings and constructions 25 - 50 years
Plant and machinery 5-20 years
Office equipment 3 -10 years
Motor vehicles 5-10 years
Computers 1-10 years

Residual values, useful lives and depreciation pdégthof asset components are reviewed annually i&nd,
necessary, adjusted retrospectively i.e. with efi@en the beginning of the financial year that hast ended.

An item of property, plant and equipment is deretpgd upon disposal or when no future economic fitsreere
expected from its further use. Any gain or lossiag on derecognition of an asset (calculated agliffierence
between the net disposal proceeds and the carayimgunt of the asset) is recognized in the incoratistent
for the period in which derecognition took place.

Assets under construction (construction in progregdude assets in the course of constructionseembly and
are recognized at purchase price or cost of cartgtruless any impairment losses. Assets undertican®n are
not depreciated until completed and brought ine us

10.3. Intangible assets

Intangible assets acquired separately or constydi¢hey meet the recognition criteria for deyeieent costs)
are measured on initial recognition at cost.

The cost of intangible assets acquired in a busigesnbination is fair value as at the date of cowtion.
Following initial recognition, intangible assetsararried at cost less any accumulated amortizatiah any
accumulated impairment losses. Expenditures indufoe internally generated intangible assets, edioly
capitalized development costs, are not capitalesed are charged against profits in the year in wihey are
incurred.

The useful lives of intangible assets are assdsgtite Company to be either finite or indefinite.

Intangible assets with finite lives are amortizegothe useful life and assessed for impairmentneter there

is an indication that the intangible asset mayrbgaired. The amortization period and the amortirathethod

for an intangible asset with a finite useful lifeeaeviewed at least at each financial year ené&n@és in the
expected useful life or the expected pattern osoamption of future economic benefits embodied edhset are
accounted for by changing the amortization perisdn®thod, as appropriate, and treated as changes in
accounting estimates. The amortization expensatangible assets with finite lives is recognizedhie income
statement in the expense category consistent hatliunction of the intangible asset.
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Intangible assets with indefinite useful lives ahdse that are not in use are tested for impairraenually
either individually or at the cash generating lsvel.

Useful lives are reviewed on an annual basis dndessary, are adjusted with effect from thetr@gg of the
financial year that has just ended.

Research and development costs

Research costs are expensed in the profit anchtmssint as incurred.

Development expenditure incurred on an individualgxt is carried forward when its future recovdigbcan
reasonably be regarded as assured. Following ttial irecognition, the historical cost model is &peg@, which
requires the asset to be carried at cost less@unaulated amortization and accumulated impairrosses.
Any expenditure carried forward is amortized over period of expected future sales from the relptegect.

A summary of the policies applied to the Compamtangible assets is as follows:

License and Software Trademarks
Useful lives 2 -5 years Indefinite
Method of amortization 2 - 5 years on a straight-line basis Not amortized
Internally generated or acquired Acquired Acquired
Annual assessment to determine

Annually and where an indication of

Impairment testing whether there is any indication that ; - -
impairment exists.

an asset may be impaired.

After analyzing the relevant factors, for tradensatfie Company does not define the limit of its ukkfie. The
intention of the Company is to operate for an iidef period under the same trademark and it iebed that it
will not become impaired. Consequently, and in adance with IAS 38, the Company does not amortize
intangible assets with indefinite useful lives.

Useful life of such resources should be revieweddnoh reporting period, in order to determine wletvents
and circumstances continue to confirm the assumputidhe indefinite useful life of this asset.

Gains or losses arising from derecognition of darigible asset are measured as the difference betthie net
disposal proceeds and the carrying amount of teetand are recognized in the income statement wieen
asset is derecognized.

10.4. Impairment of non-financial assets

An assessment is made at each reporting date @ontiae whether there is any indication that a camepo of
non-financial non-current assets may be impairéduth indication exists, or in case an annual impent
testing is required, the Company makes an estirohtthe recoverable amount of that asset or the cash
generating unit that the asset is a part of.

The recoverable amount of an asset or a cash-gemngermit is the asset’s or cash-generating uiiiis value
less costs to sell or its value in use, whichesdrigher. The recoverable amount is determine@rfandividual
asset, unless the asset does not generate cashsirifiat are largely independent of those fromrofissets or
groups of assets. When the carrying amount of aetaxceeds its recoverable amount, the assehsdeved
impaired and is written down to its recoverable anoIn assessing value in use, the estimateddutash
flows are discounted to their present value usipgeatax discount rate that reflects current madesessments
of the time value of money and the risks specdithe asset.
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Impairment losses of continuing operations are geized in the income statement in the expense catesgy
consistent with the function of the impaired asset.

An assessment is made at each reporting date @hether there is any indication that previouslyograzed
impairment losses may no longer exist or may haerahsed. If such indication exists, the Compankesan
estimate of recoverable amount. A previously rectaghimpairment loss is reversed only if there hasn a
change in the estimates used to determine the'sassebverable amount since the last impairment loas
recognized. If that is the case, the carrying arhaifrthe asset is increased to its recoverable atmdthat
increased amount cannot exceed the carrying antbahtvould have been determined, net of depreciaiio
amortization, had no impairment loss been recognfiaethe asset in prior years.

Such reversal is recognized immediately in the nmecstatement. After a reversal of an impairmens ligs
recognized, the depreciation (amortization) chdiggethe asset is adjusted in future periods tocalle the
asset’s carrying amount, less its residual valuanly), on a systematic basis over its remainirefulsife..

10.5. Borrowing costs

Borrowing costs are capitalized as part of the obfiked assets and intangible assets.

Borrowing costs include interest calculated usimg éffective interest rate method, finance changesspect of
finance leases and foreign exchange differencagrned in connection with the external financinghe extent
that they are regarded as an adjustment to inteosss.

10.6. Shares in subsidiaries, affiliated entities and jait ventures

Shares in subsidiaries, affiliated entities andtjoientures are presented at historical cost hasisiding
impairment allowances.

10.7. Financial assets

Financial assets are classified into one of thieohg categories:
m financial assets held to maturity,

m financial assets at fair value through profit ®dp

® loans and receivables,

m financial assets available for sale

Financial assets held to maturity are non-derieatimancial assets quoted in active market wittedixor
determinable payments and fixed maturities, whieh €ompany has the positive intention and abibtyhold
until maturity, other than:

m those that upon initial recognition are designateat fair value through profit or loss;
m those that are designated as available for sate; an

m those that meet the definition of loans and reddes

Financial assets held to maturity are measuredhattized cost using the effective interest rateaRtial assets
held to maturity are classified as non-current @asifehey are falling due within more than 12 ntmnfrom the
balance sheet date.
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A financial asset at fair value through profit @ss$ is a financial asset that meets either of thieviing
conditions:
a) ltis classified as held for trading. A financialsat is classified as held for trading if it is:

B acquired principally for the purpose of sellingnithe near term;

m part of a portfolio of identified financial instriants that are managed together and for which tisere
probability of short-term profit-taking; or

m a derivative (except for a derivative that is afinial guarantee contract or a designated andtieffec
hedging instrument),

b) According to IAS 39 upon initial recognition itdesignated as at fair value through profit or loss.

Financial assets at fair value through profit @slare measured at fair value, which takes intowatctheir
market value as at the balance sheet date lesdesf Bansaction expenses. Any change of thesaiinsnts is
taken to income statement/statement of compreherisoome at financial income (favorable change$aof
value) or financial cost (unfavorable changes af ¥alue). When a contract contains one or more ezidbd
derivatives, the entire hybrid contract may be glesied as a financial asset at fair value througfitpr loss,
except where the embedded derivative does notfigignily modify the cash flows or it is clear witlip
profound analysis that if a similar hybrid instrumhevas initially considered, the separation of émbedded
derivative would be prohibited.

Financial assets may be designated at initial neitiog as at fair value through profit or loss liet following
criteria are met:

(i) the designation eliminates or significantly veds the inconsistent treatment that would otherartse from
measuring the assets or recognizing gains or lass#ésem on a different basis; or

(i) the assets are part of a group of financiakss which are managed and their performance dedloa a fair
value basis, in accordance with the documentedmekagement strategy; or

(iii) the financial asset contains an embeddedvdéxie that needs to be separately recorded.

As on 31st December 2015 and as on 31st Decemldr, 20 financial assets have been designated fag at
value through profit and loss.

Loans and receivables are non-derivative finanagsets with fixed or determinable payments that rere
quoted in an active market. These are classifieduagnt assets, provided their maturity does xoeed 12
months after the balance sheet date. Loans andvabtes with maturities exceeding 12 months frore th
balance sheet date are classified under non-cuassets.

Available-for-sale financial assets are those nerivdtive financial assets that are designatedvasable-for-
sale or are not classified in any of the three guewy categories. Available-for-sale financial &ssee measured
at fair value, without deducting transaction coaty] taking into account their market value attihkance sheet
date. Where no quoted market price is availablethate is no possibility to determine their failue using
alternative methods, available-for-sale financiededs are measured at cost, adjusted for any imeairlosses.
Positive and negative differences between theviaine and acquisition cost, net of deferred taxfireincial
assets available for sale (if quoted market prieeeminined on the regulated market is availablef thd fair
value can be determined using other reliable megttard taken to other comprehensive cost. Any dser@n the
value of financial assets available for sale r@sgifrom impairment losses is taken to the incotagesnent and
recorded under financial cost.

Purchase and sale of financial assets is recogrétethe transaction date. Initially, financial assare
recognized at acquisition cost, i.e. at fair vgilies, for financial assets other than classifiefiremcial assets as
at fair value through profit and loss, transactosts, directly attributable to acquisition.
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Financial assets are derecognized if the Compasesldts control over contractual rights attachedhtuse
assets, which usually takes place upon sale ohsket or where all cash flows attributed to thegiasset are
transferred to an independent third party.

10.8. Impairment of financial assets

The Company assesses at each balance sheet détenmthere is any objective evidence that a fir@rasset or
a group of financial assets is impaired.

10.8.1 Assets carried at amortized cost

If there is objective evidence that an impairmestsion loans granted and receivables carried attiaet cost
has been incurred, the amount of the loss is medsas the difference between the asset’s carryimguat and
the present value of estimated future cash flowslgeling future expected credit losses that havebeen
incurred) discounted at the financial asset’s oagieffective interest rate (i.e. the effectiveenatst rate
computed at initial recognition). The carrying ambof the asset is reduced directly. The amourthefloss
shall be recognized in profit or loss.

The Company first assesses whether objective estgdehimpairment exists individually for financiasets that
are individually significant, and individually oroliectively for financial assets that are not indiwally
significant. If it is determined that no objectievidence of impairment exists for an individuallysassed
financial asset, whether significant or not, theeass included in a group of financial assets withilar credit
risk characteristics and that group of financiadeds is collectively assessed for impairment. Assieat are
individually assessed for impairment and for whéchimpairment loss is or continues to be recognaednot
included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impeant loss decreases and the decrease can bedrelate
objectively to an event occurring after the impannwas recognized, the previously recognized impet

loss is reversed. Any subsequent reversal of aainment loss is recognized in profit or loss, te #xtent that

the carrying amount of the asset does not exceeribrtized cost at the reversal date.

10.8.2 Financial assets carried at cost

If there is objective evidence that an impairmesslhas been incurred on an unquoted equity inetrtithat is
not carried at fair value because its fair valuenod be reliably measured, or on a derivative asdtis linked
to and has to be settled by delivery of such aruategl equity instrument, the amount of the impairhiess is
measured as the difference between the carryinguaimaf the financial asset and the present valu¢hef
estimated future cash flows discounted at the atimerket rate of return for a similar financiates

10.8.3 Available-for-sale financial assets

If there is objective evidence for impairment of available-for-sale asset, then the amount of ifferdnce
between the acquisition cost (net of any principayment and interest) and current fair value, lasg
impairment loss on that financial asset previouslyognized in the profit or loss, is removed froguigy and
recognized in the income statement. Reversals péimment losses on equity instruments classifiedvadlable
for sale cannot be recognized in the income statentg in a subsequent period, the fair value ofiebt
instrument classified as available for sale inogsaand the increase can be objectively relatednteveent
occurring after the impairment loss was recognirethe income statement, the impairment loss ignsad,
with the amount of the reversal recognized in titoime statement.
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10.9. Embedded derivatives

Embedded derivatives are bifurcated from host emtérand treated as derivative financial instrusérall of
the following conditions are met:

m the economic characteristics and risks of embedidgivatives are not closely related to those of the
host contract,

m a separate instrument with the same terms as eratederivative would meet the definition of a
derivative,

m the hybrid instrument is not recorded at fair vakith gains and losses taken to profit or loss.

Embedded derivatives are recognized in a similanmeato that of separate instruments, which hatebaen
designated as hedging instruments.

The extent to which, in accordance with IAS 39, #vwnomic characteristics and risks of foreign eucy
embedded derivatives are closely related to théskeohost contract covers circumstances wheretinency
of the host contract is also the common currencgusthase or sale of non-financial items on theketanf a
given transaction.

The Company assesses whether embedded derivatévesqaired to be separated from host contracts e
instrument is originally recognized.

10.10.Derivative financial instruments and hedges

The Company uses derivative financial instrumeunthsas forward currency contracts and interestaasgps to
hedge against the risks associated with interéstarad foreign currency fluctuations. Such derixafinancial
instruments are measured at fair value. Derivatarescarried as assets when the fair value isipesind as
liabilities when the fair value is negative.

Any gains or losses arising from changes in theviaiue of derivatives that do not qualify for hedgccounting
are taken directly to the net profit or loss fog fieriod.

The fair value of forward currency contracts iscoddted by reference to current forward exchangesréor
contracts with similar maturity profiles. The faialue of interest rate swap contracts is determiresed on
valuation patterns, which take into account notidleanarket data, particularly including currentnteinterest
rates.

For the purpose of hedge accounting, hedges assifotal as:

m fair value hedges, when hedging the exposure toggsain fair value of a recognized asset or lighili
or

m cash flow hedges, when hedging exposure to vaitiaiil cash flows that is attributable to a partaau
risk associated with a recognized asset or lighilita forecast transaction, or

m hedges of a net investment in a foreign operation.
Hedges of foreign currency risk in an unrecognitbed commitment are accounted for as cash flow lesdg

At the inception of a hedge relationship, the Comypdormally designates and documents the hedge
relationship, the risk management objective anatesggy for undertaking the hedge. The documentaticindes
identification of the hedging instrument, the hedlitem or transaction, the nature of the risk b&iardged and
how the entity will assess the hedging instrumeatfectiveness in offsetting the exposure to charigethe
hedged item’s fair value or cash flows attributaiol¢he hedged risk. Hedges are expected to bdyhédfective
in offsetting the exposure to changes in the failug or cash flows attributable to the hedged ridkdge
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effectiveness is assessed on a regular basis ttk ¢héhe hedge is highly effective throughout filancial
reporting periods for which it was designated.

10.10.1Fair value hedges

Fair value hedge is a hedge of the exposure togesaim fair value of a recognized asset or liabitit an
unrecognized firm commitment, or an identified pmrtof such an asset, liability or firm commitmetitat is
attributable to a particular risk and could affpobfit or loss. In the case of a fair value hedaygy gain or loss
on the hedged item attributable to the hedgedisiskljusted against the carrying amount of the éddigm, the
hedging instrument is re-measured to fair value thierdgains and losses on the hedging instrumenhedded
item are recognized in profit or loss.

For fair value hedges relating to items carriedrabrtized cost, the adjustment to carrying amosiatniortized
through the income statement over the remaining termaturity of the instrument.

When an unrecognized firm commitment is designat®@ hedged item, the subsequent cumulative chiange
the fair value of the firm commitment attributalddethe hedged risk is recognized as an assethilitjawith a
corresponding gain or loss recognized in profitass. The changes in the fair value of the hedgisggument
are also recognized in profit or loss.

The Company discontinues hedge accounting if thiging instrument expires, or is sold, terminated or
exercised, or the hedge no longer qualifies forgkealccounting, or the Company revokes the desmmnatiny
adjustment to the carrying amount of a hedged &i@rinstrument for which the effective interestthu is
used is amortized to profit or loss. Amortizatioayrbegin as soon as an adjustment is made, howeviater
than when the hedged item ceases to be adjustechforges in its fair value attributable to the risding
hedged.

10.10.2Cash flow hedges

Cash flow hedges are hedges securing for dangeas flows fluctuations which can be attributedato
particular kind of risk connected with the giveanit of assets or a liability or with a planned irtu@nt of high
probability, and which could influence profit orsl The part of profit or loss connected with tleelding
instrument which constitutes effective hedge iogmized directly in other comprehensive income tiednon-
effective part is recognized in profit or loss.

If a hedged forecast transaction subsequentlytseguthe recognition of a financial asset or ficiah liability,
the associated gains or losses that were recogmzether comprehensive income and accumulatedyiitye
shall be reclassified to profit or loss in the sapegiod or periods in which the asset acquiredialility
assumed affects profit or loss.

If a hedge of a forecast transaction subsequestiylts in the recognition of a non-financial assetr non-

financial liability, or a forecast transaction farnon-financial asset or non-financial liabilitycoenes a firm
commitment for which fair value hedge accountingaplied, then gains and losses that were recogjnize
other comprehensive income are reclassified fromitgdo profit or loss in the same period or pesatliring

which the asset acquired or liability assumed ad$fecofit or loss.

For derivatives that do not qualify for hedge actdmg, any gains or losses arising from changédsimvalue
are taken directly to net profit or loss for theipd.

Hedge accounting is discontinued when the hedgistument expires or is sold, terminated or exed;isr the
hedge no longer qualifies for hedge accountinghAt point in time, any cumulative gain or losstib@ hedging
instrument that has been recognized directly irotomprehensive income and accumulated in egeihams
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recognized in equity until the forecast transactimeurs. If the forecast transaction is no longgreeted to
occur, the net cumulative gain or loss recognipegjuity is taken to net profit or loss for theipdr

10.10.3Hedges of a net investment in a foreign operation

Hedges of a net investment in a foreign operafimeiuding a hedge of a monetary item that is actedifor as

part of the net investment, are accounted for aifyilto cash flow hedges. The portion of the gaifoss on the
hedging instrument that is determined to be arcéffe hedge is recognized in other comprehensigene and
the ineffective portion is recognized in profit loss. On disposal of the foreign operation, the aughulative

gain or loss that was previously recognized in ott@mprehensive income is taken to profit or lossaa
correction resulting from reclassification.

10.11.Inventories

Inventories are valued at the lower of cost andeaizable value.

Purchase price or cost of formation of every itehngentories includes all purchase expenses, foamsition
expenses and other costs incurred in bringing éaantory item to its present location and condisicare
accounted for as follows for both the current arel/jpus year:

Goods for resale - atcost determined on an average-weighted prichadet

Net realizable value is the estimated selling piitehe ordinary course of business, less estimatsts of
completion and the estimated costs necessarydbzinthe sale.

10.12.Trade and other receivables

Trade receivables are recognized and carried ginatiinvoice amount less an allowance for any llactible
amounts. An estimate for doubtful debts is madenndadlection of the full amount is no longer prokeab

If the effect of the time value of money is matkrthe value of receivables is determined by distimg the
estimated future cash flows to present value uaidgscount rate that reflects current market assests of the
time value of money. Where discounting is used, mtyease in the balance due to the passage ofitime
recognized as financial income.

Other receivables include particularly receivaldaghe grounds of input VAT.

Receivables from public authorities are presenté@tinvtrade receivables and other receivables, mxéar
corporate income tax receivables that constitigeparate item in the balance sheet.

10.13.Cash and cash equivalents

Cash and short-term deposits in the balance slwprise cash at bank and in hand and short-terrositsp
with an original maturity of three months or less.

For the purpose of the cash flow statement, cashcash equivalents consist of cash and cash equigahs
defined above.
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10.14.Interest-bearing loans, borrowings and bonds

All loans, borrowings and bonds are initially renaged at fair value net of transaction costs asdediwith
obtaining the loan or borrowing.

After initial recognition, interest-bearing loarnmrrowings and bonds are subsequently measurechatized
cost using the effective interest rate method.

Amortized cost is calculated by taking into accoany transaction costs associated with obtainiegldan or
borrowing, and any discount or premium receivedhengrounds of the liability.

Gains and losses are recognized in net profit €8 l@hen the liabilities are derecognized from hadasheet as
well as when they are measured with use of thet@ffeinterest rate method.

10.15.Trade and other payables
Short-term trade payables are carried at the anduereind payable.

Financial liabilities at fair value through profit loss include financial liabilities held for tiad and financial
liabilities designated upon initial recognitionatdair value through profit or loss.

Financial liabilities are classified as held foading if they are acquired for the purpose of sgllin the near
term. Derivatives, including separated embeddetvatdres are also classified as held for tradinpsmthey are
designated as effective hedging instruments.

Financial liabilities may be designated at initiatognition as at fair value through profit or lasthe following
criteria are met:

« the designation eliminates or significantly reduttesinconsistent treatment from measuring thdliiss
or recognizing gains or losses on them based derélift regulations; or

+ the liabilities are part of a group of financiabilities which are managed and their performaneduated
on a fair value basis, in accordance with a documsk management strategy; or

+ financial liability contains an embedded derivatikiat would need to be separately recorded

As on 31st December 2015 and 31st December 201fhantcial liabilities have been designated asatvalue
through profit and loss.

Financial liabilities at fair value through proét loss are measured at fair value, reflectingrthm@irket value at
the balance sheet date less directly attributatdasaction costs. Gains or losses on these liabiliare
recognized in the income statement as finance iecomntost.

Financial liabilities other than financial instrume at fair value through profit or loss, are meaduat
amortized cost, using the effective interest rat¢hod.

A financial liability is derecognized when the afation under the liability is fulfilled, cancelleat expired.

When an existing financial liability is replaced agother from the same lender on substantiallyedfit terms,
or the terms of an existing liability are substaltyi modified, such an exchange or modificationréeated as a
derecognition of the original liability and the ogmition of a new liability, and the differencetime respective
carrying amounts is recognized in the income statem
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Other short-term liabilities include, in particuldiabilities to tax office in respect of personatome tax and
social insurance liabilities.

Other non-financial liabilities are recognizedta aamount due.

10.16.Provisions

Provisions are recognized when the Company hassept obligation (legal or constructive) as a tesiuh past
event, if it is probable that an outflow of res@sembodying economic benefits will be requireddtile the
obligation and a reliable estimate can be madéefamount of the obligation. Where the Company etspe
some or all of the provision to be reimbursed, daample under an insurance contract, the reimbwastm
recognized as a separate asset but only whenithbuesement is virtually certain. The expense megpto any
provision is presented in the income statemenbhahy reimbursement.

If the effect of the time value of money is matkrg@rovisions are determined by discounting thenestied
future cash flows to present value using a prediagount rate that reflects current market assessnw the
time value of money and, where appropriate, thiesrgpecific to the liability. Where discountingused, the
increase in the provision due to the passage & isnmecognized as financial cost.

10.17.Revenue

Revenue is recognized to the extent that it is bbb that the economic benefits will flow to thenGmany and
the revenue can be reliably measured. Revenuecegmized at fair value of the consideration recgioe
receivable, net of Value Added Tax and discounke fllowing specific recognition criteria must @lbe met
before revenue is recognized.

10.17.1Rendering of services

Revenue is recognized when material risk and benefsulting from rendered services has been padeseu
buyer and when the revenue amount can be credialyated.

10.17.2Interest

Revenue is recognized as interest accrues (usingffctive interest rate method that is the ragé tliscounts
estimated future cash receipts through the expdié¢edf the financial instrument) to the net cang amount of
the financial asset.

10.17.3Dividends

Revenue is recognized when the shareholders' ighieceive the payment are established.

10.18.Tax
10.18.1Current income tax
Current income tax assets and liabilities for theent and prior periods are measured at the amoqgcted to

be recovered from or paid to the taxation authesitiThe tax rates and tax laws used to computantoaint are
those that have been enacted or substantivelyexhatthe balance sheet date.
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10.18.2Deferred tax

For financial reporting purposes deferred income i& recognized, using the liability method, regagd
temporary differences at the balance sheet datecketthe tax bases of assets and liabilities agid ¢arrying
amounts.

Deferred tax liability is recognized for all taxalibmporary differences:

m except where the deferred income tax liability esisrom the initial recognition of goodwill, an as®r
liability in a transaction that is not a businessbination and, at the time of the transactiorec# neither
the accounting profit or loss nor taxable profitass; and

B in respect of taxable temporary differences assegiavith investments in subsidiaries, associates an
interests in joint ventures, except where the tgnai the reversal of the temporary differences ban
controlled and it is probable that the temporaffedénces will not reverse in the foreseeable futur

Deferred tax asset is recognized for all deductieporary differences, carry-forward of unuseddaedits and
unused tax losses, to the extent that it is prababat taxable profit will be available against e@ithe
deductible temporary differences, and the carryéod of unused tax credits and unused tax lossesbea
utilized:

m except where the deferred tax asset relating tal#thictible temporary difference arises from thigail
recognition of an asset or liability in a transantihat is not a business combination and, atithe of the
transaction, affects neither the accounting prafit taxable profit or loss; and

m in respect of deductible temporary differences eissed with investments in subsidiaries, associates
interests in joint ventures, deferred tax assetsoaty recognized to the extent that it is probahb the
temporary differences will reverse in the foreséedhbture and taxable profit will be available augti
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is vexieat each balance sheet date and reduced tatthd that
it is no longer probable that sufficient taxableffirwill be available to allow all or part of thaeferred income
tax asset to be utilized. Unrecognized deferredassets are reassessed at each balance sheendadeca
recognized to the extent that it has become pretthiat future taxable profit will be available thdtl allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measuré¢axatates that are expected to apply in the pariashich the
asset is realized or the liability is settled, lthsm tax rates (and tax laws) that have been eshaate
substantively enacted at the balance sheet date.

Deferred tax relating to items recognized outsid#ipor loss is recognized outside profit or loBeferred tax
items are recognized in correlation to the undegyransaction either in other comprehensive incondirectly
in equity.

Deferred income tax assets and deferred incoméataikties are offset, if legally enforceable rigbxists to set
off current income tax assets against current irecéax liabilities and the deferred income taxesteeto the
same taxable entity and the same taxation authority

10.18.3Value added tax

Revenues, expenses, assets and liabilities argnized net of the amount of value added tax except:

m  Where the value added tax incurred on a purchasssafts or services is not recoverable from tketitm
authority, in which case value added tax is recogphias part of the cost of acquisition of the asses part
of the expense item as applicable; and
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m Receivables and payables, which are stated witarfeunt of value added tax included.

The net amount of value added tax recoverable fampayable to, the taxation authority is inclugedpart of
receivables or payables in the balance sheet.

10.19.Earnings per share

Earnings per share are calculated by dividing tepmofit for the period by the weighted averagenbar of
shares during the reporting period. Diluted earsipgr share are calculated by dividing the netifpforf the
period by the diluted weighted average number afeshduring the reporting period.

11. Operating segments

Arctic Paper S.A. is a holding company, which pd®d services mainly for companies from the Groupe T
Company’s activity represents one operating segment

The table below presents geographical split of meeefrom selling services as well as income fromideéinds
and interest in the years 2014-2015

Year ended Year ended
31 December 2015 31 December 2014

Poland 56 166 19 546

Foreign countries, including:
- Sweden 47 220 19 217
- other 3320 16
106 706 38779

Above information about revenue is based on dajarding registered seats of Arctic Paper S.A. slidoses.

12. Revenues and expenses
12.1. Other operating income

Year ended Year ended
31 December 2015 31 December 2014

VAT correction 123 159
Other 275 111
398 270
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12.2. Other operating expenses

Year ended Year ended
31 December 2015 31 December 2014

Impaiment of non-current assets 51 664 18 590
Other 37 24
51701 18 614
12.3. Financial income
Year ended Year ended

31 December 2015 31 December 2014

Interest income on cash in bank 107 156
Foreign exchange gains 559 -
666 156
12.4. Financial costs
Year ended Year ended

31 December 2015 31 December 2014

Interest on loans and other liabilities 4022 1860
- 1147

Foreign exchange losses
Other financial costs 4 10

4026 3018
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12.5. Costs by nature

Year ended Year ended
31 December 2015 31 December 2014

Amortization and depreciation 266 110
Materials 196 123
External services 20 872 14 267
Taxes and charges 110 195
Salaries and wages 11914 13 107
Employee benefits expense 2 690 3172
Other 2987 2 258
Total cost by nature 39 035 33232
Cost by nature:
whereof:

Included in selling expenses 4069 4036

Included in administrative expenses 31517 29 196

Included in cost of sold services 3449 -

12.6. Depreciation / amortization and impairment lossesricluded in income statement

Year ended Year ended
31 December 2015 31 December 2014

Depreciation of tangible assets 264 108
Amortization of intangible assets 2 2
266 110

Related to:
- continuing operations 266 110

- discontinued operations - -

266 110

12.7. Employee benefits expenses

Year ended Year ended
31 December 2015 31 December 2014

Salaries 11 914 13 358
Social securities 1941 1911
Pension plans 749 1010
Total employee benefits expense: 14 604 16 279
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13. Income tax

13.1. Tax burdens

Major components of income tax burdens for the yeamded 31st December 2015 and 31st December 2814 a
as follows:

Year ended Year ended
31 December 2015 31 December 2014

Income statement

Current tax expense (167) -
Allowance for deferred tax asset - (34)
Income tax presented in income statement (167) (34)

13.2. Reconciliation of the effective income tax rate

A reconciliation of income tax expense applicalbletcounting profit (loss) before income tax at stegutory
income tax rate to income tax expense at the Coympagffective income tax rate for the years ended
31st December 2015 and 31st December 2014 islas$ol

Year ended Year ended

31 December 2015 31 December 2014
Profit (loss) before tax from continuing operations 5077 (25 076)
Profit (loss) before tax from discontinued perasion - -
Profit (loss) before tax 5077 (25 076)
Income tax at statutory rate applicable in Poland §19% (2014:
19%) 965 (4 764)
Adjustments related to current income tax fromvjogs years -
Unutilized tax losses from previous years 1890 -
Dividend income (12 418) -
Adjustments for calculated and paid interest (529) 360
Costs permanently non-deductible 609 189
Taxable costs, which were not accounted in theeotiy ear (73) (37)
Use of inactivated tax losses (52) (306)
Unrealized foreign exchange differences (374) 205
Other unrecognized temporary income/costs (48) 313
Impairment allowances 10175 3880
Difference on tax rates in particular countries 22 162
Tax at effective rate: the company does not pay ilmene tax (2014:
the company did not pay income tax) - -
Income tax liability recognized in the income statment 167 -

Income tax attributable to discontinued op erations - -
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Deferred tax asset is recognized for tax lossesechforward to the extent that realization of tieéated tax

benefit through future taxable profits is probable.

The amounts and expiry dates of unused tax lossessdollows:

Year of expiration of tax losses

ended 31 December 2015

ended 31 December 2016

ended 31 December 2017

ended 31 December 2018

ended 31 December 2019 and later
Total

Year ended Year ended
31 December 2015 31 December 2014
- 15 657
7 905 7 905
1716 1716
1716 1716
9948 -
21285 26 994

At the end of 2015, the 5-year period of possitde af 50% tax loss of 2010 and 50% tax loss of 21N

15,657 thousand) expired.
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13.3. Deferred income tax

Deferred income tax relates to the following:

Balance sheet Income statement
31 31 Year ended Year ended
December  December 31 December 31 December

2015 2014 2015 2014
Deferred tax liability
Accelerated amortization/depreciation 1 1 - -
Interest income 7 207 7 394 (187) (187)
Foreign exchange gains 561 - 561 (18)
Deferred tax liability gross 7 769 7 395

Balance sheet Income statement
31 31 Year endel Year ende!
December  December 31 December 31 December

2015 2014 2015 2014
Deferred tax asset
Accruals and prepayments 996 1330 335 (322)
Interest on loans taken and bonds 3519 2 889 (630) 0) (63
Foreign exchange losses - 187 187 (187)
Impairment allowances - - - 34774
Losses .avallable for offsetting against future 4044 7717 3673 330
taxable income
Deferred tax asset gross 8 559 12124
Deferred tax charge 3938 33761
Deferred tax asset not recognized in the balance 790 4728 (3 938) (33 761)
sheet
Deferred tax liability net - 1
including:
Deferred tax liability - continuing operations - 1

The Company has not recognized the deferred taet assthe allowances of receivables, loans andestiarAP
Investment GmbH and Arctic Paper Mochenwangen Gn#bHotential asset thereof would amount as on 31st
December 2015 to PLN 10,120 thousand (as on 3istrbieer 2014: PLN 3,880 thousand).
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14. Earnings per share

Basic earnings per share amounts are calculatetivifing the net profit for the year attributable ardinary
shareholders of the Company by the weighted averageber of ordinary shares outstanding during the
reporting period.

Diluted earnings per share amounts are calculagadiviiding the net profit attributable to ordinashareholders
(after deducting interest on the convertible redsalm preference shares) by the weighted averagdemaf

ordinary shares outstanding during the year adjubtethe weighted average number of ordinary sheras
would be issued as a result of conversion of &litide equity instruments into ordinary shares.

Information regarding net profit and number of glsamwhich was the base for calculation of earnpeysshare
is presented below:

Year ended Year ended
31 December 2015 31 December 2014

Profit (loss) from continuing operations 4909 (25 110)
Profit (loss) from discontinued operations - -
Profit (loss) for the period 4909 (25 110)
Number of ordinary shares - A series 50 000 50 000
Number of ordinary shares - B series 44 253 500 44 253 500
Number of ordinary shares - C series 8 100 000 8 100 000
Number of ordinary shares - E series 3000 000 3 000 000
Number of ordinary shares - F series 13 884 283 13 884 283
Total number of shares 69 287 783 69 287 783
Weighted average number of shares 69 287 783 69 287 783
Weighted diluted number of shares 69 287 783 69 287 783
Profit per share (in PLN) 0,07 (0,36)
Diluted profit per share (in PLN) 0,07 (0,36)

15. Dividend paid and proposed

Dividends are paid out based on the net profit shawthe standalone annual financial statementArofic
Paper S.A. prepared for statutory purposes, aftegring losses carried forward from the previousrge

In accordance with the provisions of the Code ofm@wrcial Companies, the company is required toterea
reserve capital for possible losses. Transferrgtisocapital category is 8% of profit for the givBnancial year
recognized in the standalone financial statemehtheocompany until such time as the balance ofréserve
capital reaches at least one third of the sharé@atayf the company. Appropriation of the resenapital and
other reserves depends on the decision of the Btlders Meeting; however, the reserve capital @mamount
of one third of the share capital may be used gdial the absorption of losses reported in the dadone
financial statements of the parent company and sbabe used for any other purpose.

At the date of this statement, the Company hadrafeped shares.

The possibility of payment of potential dividend Hye Company to shareholders depends on the Idvel o
payments received from subsidiaries. Risks assmtiafith the Company’s ability to pay dividends hdneen
described in Supplementary information to the Mamagnt Board report on Arctic Paper S.A. operations.

By the power of the Annex no 3 dated 20th Decen@fdi3 to the Loan Agreement dated 6th November 2012
concluded by Arctic Paper S.A. together with itbsdiaries, i.e. Arctic Paper Kostrzyn S.A., Arciaper
Investment GmbH and Arctic Paper Mochenwangen Grah#l the consortium of banks (Bank Pekao S.A.,
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Bank Zachodni WBK S.A. and mBank S.A.), Arctic Bei®.A. bound itself not to declare or pay dividend
when a breach of the agreement occurred or in deskaration or payment of dividend would have cduse
breach of the agreement.

In 2015 and 2014 the Company did not pay out divitle

16. Property, plant and equipment

Year ended 31 December 2015 Land anc Plant anc Assets unde

buildings  equipment construction Total
Gross carrying amount at 1 January 2015 - 999 - 999
Additions 922 773 - 1695
Disposals - - - -
Gross carrying amount at 31 December : 927 177: - 2 69¢

Accumulated depreciation and impairment at 1

January 2015 - 321 - 321
Depreciation charge for the period 264 264
Decrease of depreciation - - - -
Accumulatel depreciatio ancimpairmen at 31

December 2015 - 586 - 586
Net carrying amount at 1 January 2015 - 678 - 678
Net carrying amount at 31 December 2 92z 118¢ - 2 10¢
Year ended 31 December 2014 Land anc Plant anc Assets unde

buildings  equipment construction Total
Gross carrying amount at 1 January 2014 - 573 - 573
Additions - 537 - 537
Disposals - (111) - (111)
Gross carrying amount at 31 December : - 99¢ - 99¢

Accumulated depreciation and impairment at 1

January 2014 - 310 - 310
Depreciation charge for the period - 108 - 108
Decrease of depreciation (97) (97)
Accumulatel depreciatio ancimpairmen at 31

December 2014 - 321 - 321
Net carrying amount at 1 January 2014 - 263 - 263
Net carrying amount at 31 December 2 - 67¢ - 67¢
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17. Intangible assets

Year ended 31 December 2015 Trademarks Computer software Total
Gross carrying amount at 1 January 2015 1319 24 1343
Additions - 5 5
Disposals - - -
Gross carrying amount at 31 December : 1319 28 1347
Accumulated amortization and impairment at 1 Jan2ar5 - 24 24
Amortization charge for the period - 2 2
Amortization decrease - - -
Accumulated amortization and impairment at 31 Dénam201! - 25 25

Net carrying amount at 1 January 2015 1319 0 1319
Net carrying amount at 31 December 2 1319 3 1322
Year ended 31 December 2014 Trademarks Computer software Total
Gross carrying amount at 1 January 2014 1319 24 1343
Additions - - -
Disposals - - -
Gross carrying amount at 31 December : 1319 24 1343
Accumulated amortization and impairment at 1 Jan@2ar4 - 22 22
Amortization charge for the period 2 2
Amortization decrease - - -
Accumulated amortization and impairment at 31 Déxnam201- - 24 24

Net carrying amount at 1 January 2014 1319 2 1321
Net carrying amount at 31 December 2 1319 0 1319

The carrying amount of acquired rights to tradersak on 31st December 2015 is PLN 1,319 thousand.

In accordance with IAS 36, the Company performdyaes of premises for impairment of trademarks,ciwhi
were acquired from Trebruk AB in 2009, on a regllasis. As the result of the analysis performetag been
confirmed that the trademark is not impaired aratdhs no need for a write-off.
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18. Other assets

18.1. Investments in subsidiaries
As at As at
31 December 2015 31 December 2014
Arctic Paper Kostrzyn S.A. 442 535 442 535
Arctic Paper Munkedals AB 88 175 88 175
Rottneros AB 101 616 101 616
Arctic Paper Investment AB, whereof: 192 832 178 132
Arctic Paper Investment AB (shares) 293 143 278 443
Arctic Paper Investment AB (loans) 82709 82709
Arctic Paper Investment AB (impairment) (183 020) (183 020)
Arctic Paper Investment GmbH 0 0
Arctic Paper Investment GmbH (shares) 120 030 101 683
Arctic Paper Investment GmbH (impairment) (120 030) (101 683)
Arctic Paper Sverige AB 0 0
Arctic Paper Sverige AB (shares) 11721 11721
Arctic Paper Sverige AB (impairment) (11 721) (11 721)
Arctic Paper Danmark A/S 5539 5539
Arctic Paper Deutschland GmbH 4977 4977
Arctic Paper Norge AS 0 3194
Arctic Paper Norge AB (shares) 3194 3194
Arctic Paper Norge AB (impairment) (3194) 0
Arctic Paper Italy srl 738 738
Arctic Paper UK Ltd. 522 522
Arctic Paper Polska Sp. z o.0. 406 406
Arctic Paper Benelux S.A. 387 387
Arctic Paper France SAS 326 326
Arctic Paper Espana SL 196 196
Arctic Paper Papierhandels GmbH 194 194
Arctic Paper East Sp. z 0.0. 102 102
Arctic Paper Baltic States SIA 64 64
Arctic Paper Schweiz AG 61 61
Arctic Paper Finance AB 68 23
Arctic Paper Ireland Ltd. 3 3
Total 838741 827 190

The value of shares in subsidiaries was basedsboritial cost.

In 2015, the Company wrote off shares in Arctic &agorge AS in the full amount of PLN 3,194 thousamd
increased its share in Arctic Paper Investment ABPhN 14,700 thousand as well as in Arctic Papeafte
AB by PLN 45 thousand.
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18.2. Other financial assets

Effective percentage  Maturity As at
rate % date 31 December 2015
Current
Loan granted to Arctic Paper Munkedals AB
- amount: PLN 12,490 thousand
- interest rate: Wibor 3M + 2.3% 4,02% 31.12.2016 2 683
Loan granted to Arctic Paper Investment GmbH
- amount: EUR 4,603 thousand
- interest rate: Euribor 3M + 2% 1,87% 31.12.2015 9926
Loan granted to Arctic Paper Investment GmbH
- amount: EUR 2,389 thousand
- interest rate: Euribor 3M + 5% 4,87% 31.12.2015 0343
Impairment of assets (30 269)
- of Arctic Paper Investment GmbH
12 683
Non-current
Loan granted to Arctic Paper Investment AB (interes
- interest rate: Wibor 6M + 4,8% 6,57% 31.12.2016 2789
Loan granted to Arctic Paper Investment GmbH 1,87% 132015 6 539
- amount: EUR 990 thousand
- interest rate: Wibor 3M + 2%
Impairment of assets
- of Arctic Paper Investment GmbH (6 539)
Loan treated as investment in subsidiary (82709)
0
12 683
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The situation of other financial assets in 2014en¢ed as below:

Effective percentage  Maturity As at
rate % date 31 December 2014
Current
Loan granted to Arctic Paper Munkedals AB
- amount: PLN 20,176 thousand
- interest rate: Wibor 3M + 2.3% 4,36% 31.12.2014 04P3
Loan granted to Arctic Paper Investment GmbH
- amount: EUR 4,603 thousand
- interest rate: Euribor 3M + 2% 2,08% 31.12.2015* 24 407
Loan granted to Arctic Paper Investment GmbH
- amount: EUR 2,389 thousand
- interest rate: Euribor 3M + 5% 5,08% 31.12.2015* 10951
Short-term deposit
- amount: EUR 5,000 thousand
- interest rate: 0.32% 0,32% 20.05.2015 21312
Impairment of assets (35 359)
- of Arctic Paper Investment GmbH
41714
Non-current
Loan granted to Arctic Paper Investment AB (intEres
- interest rate: Wibor 6M + 4,8% 6,85% 31.12.2016 2789
Loan granted to Arctic Paper Investment GmbH 2,08% .068Q014 6273
- amount: EUR 990 thousand
- interest rate: Wibor 3M + 2%
Impairment of assets
- of Arctic Paper Investment GmbH (6 273)
Loan treated as investment in subsidiary (82709)
0
41714

* possibility of early payment on demand
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18.3. Other non-financial assets

As at As at
31 December 2015 31 December 2014

Insurance fees 146 135
Rental charges and deposits 302 277
Pension receivable 926 697
Accrued income 1795 192
VAT refundable 309 155
Prepayments 3 54
Other 311 130
Total 3792 1640
- long-term 1103 869

- short-term 2 689 771
3792 1640

19. Inventories

The Company does not have inventories and did amn Bny inventories in 2014.

20. Trade and other receivables

Note As at As at
31 December 2015 31 December 2014
Trade receivables from related parties 29 88 756 50 311
Trade receivables from non-related entities 277 164
Total receivables gross 89 033 50 475
Impairment (7 105) (5 155)
Total receivables net 81 928 45 320

As on 31st December 2015, the Company performedta-off on Arctic Paper Investment GmbH short-term
receivables in the amount of PLN 7,105 thousand.

Terms of transaction with related parties are priegkin note 29.
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21. Cash and cash equivalents

Cash at bank earns interest at floating rates baseldily bank deposit rates.

Short-term deposits are made for varying periodsetfiveen one day and one month depending on the
immediate cash requirements of the Company andietamrest at the respective short-term deposisrate

The fair value of cash and cash equivalents ad sit Becember 2015 is PLN 9,435 thousand (31st Deeem
2014: PLN 18,607 thousand).

Balance of cash and cash equivalents presentédtantent of cash flows consisted of the followitggyis:

As at As at
31 December 2015 31 December 2014

Cash at bank and in hand 9435 9230

Short-term deposits - 9 377
9435 18 607

22. Share capital, share premium and other reserve catail

22.1. Share capital

Issued capital As at As at

31 December 2015 31 December 2014

Series A ordinary shares

50 50
Series B ordinary shares 44 253 44 253
Series C ordinary shares 8 100 8 100
Series E ordinary shares 3000 3000
Series F ordinary shares 13884 13 884
69 288 69 288
Date of registration of
Ordinary shares issued and fully covered capital increase Volume Value
Issued on 30 April 2008 2008-05-28 50 000 50
Issued on 12 September 2008 2008-09-12 44 253 468 44 253
Issued on 20 April 2009 2009-06-01 32 0
Issued on 30 July 2009 2009-11-12 8100 000 8100
Issued on 1 March 2010 2010-03-17 3 000 000 3000
Issued on 20 December 2012 2013-01-09 10 740 983 10 741
Issued on 10 January 2013 2013-01-29 283 947 284
Issued on 11 February 2013 2013-03-18 2133100 2133
Issued on 6 March 2013 2013-03-22 726 253 726
As at 31 December 2015 69 287 783 69 288
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22.1.1 Nominal value of shares

All issued shares currently have a nominal valuBldfl 1 and have been fully paid.

22.1.2 Purchase of treasury shares

On 28th June 2012, the Company’'s Ordinary ShareheldMeeting adopted a resolution (current report
12/2012), in which it authorizes the ManagementrBaz the Company to purchase the Company’s trgasur
shares for the purpose of its redemption and dserefithe share capital or for the purpose of &rtelocation

or resale of the treasury shares on conditiondgratite course determined as below:

m The total amount of purchased shares shall noteex&500,000 (five million five hundred thousand)
shares;

m the total amount assigned by the Company for pseelodtreasury shares shall not exceed the amdtin o
reserve capital established for this purpose,ithBtLN 27,500,000 comprising the price of purchasleates
together with the costs of purchase;

m the price for which the Company will purchase msasury shares shall not be lower than PLN 1.00 nor
higher than PLN 10.00 per share;

m the authorization for purchase of the Company’asuey shares is valid for 60 (sixty) months sifwe day
the resolution has been resolved,;

m purchase of treasury shares may occur with the atiedi of investment company, in stock and non-stock
transactions.

The Management Board, acting for the benefit of @wmpany, upon the opinion of the Supervisory Bpard
may:

m stop the purchase of shares before 60 days stdrtingthe day the resolution was resolved or betbee
funds assigned for the purchase have been fuligedi

m refrain from purchase in part or in whole.

In case of a decision being made as mentioned abmélanagement Board is bound to submit the m#&tion
regarding the decision for public knowledge in enmex determined in the Public Offering Act.

The conditions of purchase of treasury sharesHerpurpose of its redemption or further relocatiorresale
shall be in compliance with the principles of Coresibn Regulation (EC) No 2273/2003 dated 22 Decembe
2003.

After the process of purchase of the Company’sstrgashares, in compliance with conditions deteediby

the Shareholders Meeting, has ended, the ManageBoand will call a Shareholders Meeting for thegmse of
adopting resolution regarding redemption of the @any’s treasury shares and adequate decrease r&f sha
capital, or — in case of assignment of the purdhadares to further relocation or resale — the ansent
Board will make a decision regarding further retama or resale of treasury shares. Redemption ef th
Company’s treasury shares and adequate decreasigard capital is acceptable also before the entheof
process of purchase of the Company'’s treasury share

The Ordinary Shareholders Meeting, acting by vidbiarticle 362 8§ 2 item 3 of the Code of Commdr€iades,
348 § 1 in connection with article 396 § 4 and St Code of Commercial Companies, for the purprfse
financing of the purchase of the Company’s treassingres on conditions and within confines of the
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authorization granted by the resolution, decideedtablish a reserve capital under the name of désm
Programu Odkupu” for the purchase of treasury sharee amount of “Fundusz Programu Odkupu” is get t
PLN 27,500,000. “Fundusz Programu Odkupu” is agsigio purchase of treasury shares together witicake
of the purchase. The Ordinary Shareholders Meeategjdes to distinguish the “Fundusz Programu Odkupu
from the reserve capital.

Until the day of the hereby financial statemerfte, Management Board of Arctic Paper S.A. has nathased
any treasury shares of the Company.

22.1.3 Shareholders with significant shareholding

As at As at
31 December 2015 31 December 2014

Thomas Onstad (directly and indirectly)
Share in capital 68,13% 8,44%
Share of votes 68,13% 8,44%

Nemus Holding AB (indirectly Thomas Onstad)

Share in capital 57,74% 59,69%

Share of votes 57,74% 59,69%
Others

Share in capital 31,87% 31,87%

Share of votes 31,87% 31,87%

22.2. Foreign branch operations currency translation

Functional currency of the Company’s foreign brarscBwedish crown.

As at the balance sheet date, assets and liabitifioreign branch are translated into functionairency using
the foreign exchange rate prevailing for the givamrency at the balance sheet date and its stateafen
comprehensive income is translated to functionatericy using weighted average for particular peribde
exchange differences arising on the translationptéaeed in other comprehensive income and accusullit
equity and recognized in a separate line.

On 31st December 2015, foreign exchange differefros translation of foreign branch recognized quigy
amounted to PLN 290 thousand (as on 31st Decemibt: LN 517 thousand). Exchange rate differences
arising from translation of foreign branch recoguizan statement of comprehensive income amounté&l_to
-227 thousand in 2015 and PLN 325 thousand in 2014.

22.3. Share premium

Share Premium was originally created in 2009 froméxcess of emission value above the nominal valtle
amount of PLN 40,500 thousand, less of issuance regegnized as a reduction of share premium, aasl w
subject to changes in the following years as altre$further shares’ issuances and profit writésof
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In 2010 the share premium capital was increasedly 27,570 thousand resulting from the excess dafsion
value above the nominal value of Series E shase®ds

In 2010, share premium was created from the stgtutstributions of the profits generated in prexsoyears
amounting to PLN 8,734 thousand, as a result dfibligion of Arctic Paper S.A. financial result, isuant to
article 396 of the Code of Commercial Companies (B%rofit for the given financial year).

In 2011 a share premium was founded to cover Insthé amount of PLN 7,771 thousand as a result of
distribution of Arctic Paper S.A. financial resybtirsuant to article 396 of the Code of CommerCiaimpanies
(8% of profit for the given financial year).

In 2012 a share premium was founded to cover Inosthé amount of PLN 2,184 thousand as a result of
distribution of Arctic Paper S.A. financial resybtirsuant to article 396 of the Code of CommerCiaimpanies
(8% of profit for the given financial year).

On 28th June 2012, the Company’s Ordinary Sharensli¥eeting adopted a resolution regarding deargasi
the share capital of the Company by the amount ldfl 98,631,500 that is from the amount of PLN
554,035,000 to the amount of PLN 55,403,500 by eksing the face value of each share by the amduvt P
9.00 that is from the amount of PLN 10.00 to theoant of PLN 1.00. The amount of the decrease diall
assigned to the Company’s supplementary capit&lowitpayment to shareholders.

In 2013 share premium increased by the amount &f PQ,702 thousand resulting from issue of shares (t
excess of issue price over face value) and by mheuat of PLN 1,082 thousand resulting from disttidi of
financial result for 2012.

According to Resolution no 8 of the Ordinary Shatdbrs Meeting dated 26th June 2014, the Compdags
of PLN 179,910 for 2013 was covered from share pram

According to Resolution no 8 of the Ordinary Shatdbrs Meeting dated 29th June 2015, the Compdags
of PLN 25,110 for 2014 was covered from share puemi

As on 31st December 2015 the total value of the @omw's share premium is PLN 447,641 thousand (31st
December 2014: PLN 472,751 thousand).

22.4. Other reserves

As on 31st December 2015, total value of otherrveseof the Company amounts to PLN 147,871 thousaihd
has not changed compared to 31st December 2014.

22.5. Retained earnings (losses) and limits to its distsution

In accordance with the provisions of the Code ofm@wrcial Companies, the company is required toterea
reserve capital for possible losses. Transferrgtisocapital category is 8% of profit for the givBnancial year
recognized in the standalone financial statemehtaecompany until the reserve capital reachdgamst one
third of the share capital of the company. Appration of the reserve capital and other reservesmipon the
decision of the General Meeting of Shareholdersyeher, the reserve capital in the amount of onel tbf the
share capital may be used solely for the absorpifdnsses reported in the standalone financidgéstants of
the company ad shall not be used for any otherqaerp

By the power of the Annex no 3 dated 20th Decendfds3 to the Loan Agreement dated 6th November 2012
concluded by Arctic Paper S.A. together with itbsdiaries, i.e. Arctic Paper Kostrzyn S.A., Arciaper
Investment GmbH and Arctic Paper Mochenwangen Grah#l the consortium of banks (Bank Pekao S.A.,
Bank Zachodni WBK S.A. and mBank S.A.), Arctic Bei®.A. bound itself not to declare or pay dividend
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when a breach of the agreement occurred or in daskaration or payment of dividend would have cduse
breach of the agreement.

As on 31st December 2015 there are no other lilitatoncerning the payout of the dividend.

23. Acquisition of subsidiaries

In 2015 the Company did not acquire any new sharegbsidiaries.

24. Interest-bearing loans and borrowings

Effective Maturi As at As at
percentage datety 31 December 31 December
rate % 2015 2014
Current
Loan from Thomas Onstad of 4.000 kEUR, 09.07.2017 117 117

interest rate: 8% (interest)

Loan from Arctic Paper Finance AB of 10.265 kEUR,

interest rate: 6% (interest) 30.09.2019 671 433
788 551

Dtugoterminowe
Loan from Arctic Paper Kostrzyn S.A. in PLN, 0
interest rate: Wibor 3M + 3.42% 5,14% 31.12.2017 142 566 165495
_Loan from Thomas Onstad of 4.000 KEUR, 8,00% 09.07 2017 17 046 17 049
interest rate: 8%
_Loan from Arctic Paper Finance AB of 10.265 kEUR’6,OO% 30.09.2019 43 744 42 623
interest rate: 6%

203 357 225168

*in October 2015 the loan from Arctic Paper Finance
AB has been increased by capitalisation of inteirest
the amount of PLN 265 thousand

In the year ended 31st December 2015, the Compdmod take any other bank loans or borrowings.
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25. Provisions

As on 31st December 2015, the Company made promgisio the amount of PLN 1,151 thousand (2014: PLN
1,692 thousand), which were presented as long-iatitities in the amount of PLN 1,151 thousandX20PLN
866 thousand) and short-term liabilities in the amtoof PLN O thousand (2014: PLN 826 thousand)sThi

amount fully includes the provision for employeabfits.

26. Trade and other payables, other liabilities and aawals

26.1. Trade and other payables, other liabilities (short- term)

As at As at

Note 31 December 2015 31 December 2014

Trade payables

to related parties 29 5200 3257
to non-related parties 64 393 32769
69 593 36 026
Other current liabilities

to employees 908 810
to state budget 761 909
Other liabilities 19 15
1688 1733

Terms and conditions of financial liabilities prated above:
m for terms and conditions of transactions with edgparties, please see note 29.

m Other liabilities are interest free and the usuglrpent term is 30 days.
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26.2. Accruals

As at As at
31 December 2015 31 December 2014

Accrued expenses for:

Vacation liability to employees 835 863
Bonuses to employees of the Group 300 3036
Audit, legal and consulting services 119 176
Accrued commissions to external agents 244 517
Transportation cost 1791 -
Other 18 15
Total 3307 4 606
- long-term - -
- short-term 3 307 4 606
3307 4 606

Prepaid income for:

Remuneration for guarantee of the Arctic Papastikzyn credit facility 781 1529
Total 781 1529
- long-term 103 776

- short-term 678 753
781 1529

Prepaid income relates to remuneration of ArctipedPe5.A. on the grounds of commission on guaraofes
loan granted to Arctic Paper Kostrzyn S.A. Theltataount of commission, according to concluded ewgent,
equals 1% of the granted loan amount, that is PJ99@Bthousand.

27. Contingent liabilities

As of 31st December 2015, the Company had contidgdailities of PLN 364,575 thousand.

Contingent liabilities of the Company are the foling:

m Contingent liabilities of the Company related t@ tuarantee of the bank loan in the amount of PLN
359,000 thousand granted to Arctic Paper Kostrzyx 8n 6th November 2012 by a consortium of banks:
Polska Kasa Opieki S.A., Bank Zachodni WBK S.A. amglank S.A. (the loan agreement was described in
details in note 32.1 to annual consolidated finalngtiatements for 2012).

® a guarantee in favor of Sédra Cell International, & supplier of pulp, in the total amount of SEK000
thousand (PLN 5,575 thousand),
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27.1. Tax settlements

Tax settlements, together with other areas of legaipliance (e.g. customs or foreign exchange &e/)subject
to review and investigation by a number of autlesitwhich are entitled to impose severe finesafies and
interest charges.

The lack of reference to well established regutegion Poland results in a lack of clarity and imiiggin the
regulations. Frequent contradictions in legal imtetations both within government bodies and betwee
companies and government bodies create uncertiatieé conflicts. These facts create tax risks ilarbthat
are substantially more significant than those tgjhjcfound in countries with more developed taxteyss.

Tax authorities may examine the accounting recwiittin up to five years after the end of the yaawhich the
final tax payments were to be made. Consequeritty, Gompany may be subject to additional tax liabes]
which may arise as a result of additional tax audit

The Company believes that adequate provisions baes recorded for known and quantifiable riskshis t
regard as on 31st December 2015.

28. Reasons for discrepancies between changes resultingm statement
of financial position and changes resulting from csh flow statement

The discrepancies between changes resulting fratement of financial position and changes resulfiog
cash flow statement are presented in the tableabelo

As at As at
31 December 2015 31 December 2014

Change in trade receivables, other short-term maméial assets
and other long-term non-financial assets, resuftimy the report (38 760) 3884
on financial situation

Change in trade and other receivables, reulting fitoe cash flow

(38 760) (1 093)
statement

- 4977
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29. Related party disclosures

The table below presents the total values of tretieses with related parties entered into duringentr and prior year:

Sales to Purchases Irneres.t— Ihteres-t— Receivables including Loan including Loan
Related party . from related financial financial  from related ) Payables due after N,
related parties parties income costs parties overdue receivables maturity liabilities
Parent company:
Trebruk AB 2015
2014
Nemus Holding AB 2015 1370 2874 517
2014 23 1366 3154
Thomas Onstad 2015 1427 17 163
2014 1431 17 167
Subsidiaries:
Arctic Paper Kostrzyn S.A. 2015 22110 194 65 389 31 362
2014 19419 9417 - 36 229 2761 165 495
Arctic Paper Munkedals AB 2015 9 545 - 813 5013 12 683
2014 10176 59 985 2 346 20403 -
Arctic Paper Mochenwangen GmbH 2015 278 310 - -
2014 641 4105 4105
Arctic Paper Grycksbo AB 2015 9828 94 7757 790
2014 10111 175 3202 -
Arctic Paper Investment GmbH 2015 1115 7 105 7 105 34 556
2014 1194 1152 1152 41 631
Arctic Paper Investment AB 2015 123 82 709 353
2014 - - 82709 344
Arctic Paper Deutschland GmbH 2015 17 243 56
2014 19 187 69
Arctic Paper Sverige AB 2015 34 3045 209 2479
2014 21 25 1
Arctic Paper Danmark A/S 2015 16 313
2014 12
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Related party

Arctic Paper Italia srl

Arctic Paper Espana SL
Arctic Paper Norge AS

Arctic Paper Benelux S.A.
Arctic Paper Baltic States SIA
Arctic Paper France SAS
Arctic Paper Papierhandels GmbH
Arctic Paper UK Limited
Arctic Paper Schweiz AG
Arctic Paper Polska Sp. z o.0.
Arctic Paper Ireland Ltd

Arctic Paper East Sp. z o0.0.

Arctic Paper Finance AB

2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014
2015
2014

Purchases
from related
parties

Sales to
related parties

20
25
1456

19

2317

29
90

Interest —
financial
income

13

140

Interest —  Receivables

financial from related

costs

2563

including Loan

parties overdue receivables

215

12

NN P

14

11
12

18
17
30
29

Payables

25
339

11

587

45

including
due after

46

maturity

Loan
liabilities

44 415
43 056
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Sales t Purchases Interest — Interest —  Receivables . udi L including L
Related party ales o. from related financial financial ~ from related incluaing c_)an Payables due after ) oan
related parties . ) . overdue receivables . liabilities
parties income costs parties maturity
Other:
Progressio s.c. 2015 211 25
2014 81 19
Total 2015 41919 8998 2361 3990 88 951 7105 129947 5225 - 4128
impairment (275) - (1 425) - (7 105) - (34556) - - -
presented as shares in subsidiaries - - - - - - (82709) - - -
2015 after impairment and presentation as share 41 644 8998 936 3990 81846 7105 12683 5225 - 204 145
in subsidiaries
2014 40532 11 425 2331 1431 50 265 5257 144743 3268 - 25728
impairment (635) - (1194) - (5 155) - (41631) - - -
presented as shares in subsidiaries - - - - - - (82709) - - -
2014 after impairment and presentation as share 39 897 11425 1137 1431 45110 5257 20403 3268 - 28571

in subsidiaries
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29.1. The ultimate parent

The direct parent of the Group is Nemus Holding ABie parent company of the whole Group is Incarta
Development SA.

There were no transactions between the Companyafordmentioned companies during the years ended 31s
December 2015 and 31st December 2014, apart fdraheactions with Nemus Holding AB, as shown iteno
29.

29.2. Terms and conditions of transactions with related prties

Related party transactions are made at an armggHen

29.3. Loans granted to members of the Management Board

During the period covered by these financial statetsy Company did not grant any loans to key managé
and did not grant any loans in the comparativeogeri

29.4. Remuneration of the Company’s key management persoel

29.4.1 Remuneration paid or due to the members of the Mgament Board and the members of
the Supervisory Board

Key management personnel as on 31st December 20tpriced five persons: President of the Management
Board and four Members of the Management Board.

The table below presents the total value of rematimr to the members of the Management Board aed th
members of the Supervisory Board for current anar year:

As at As at
31 December 2015 31 December 2014
Management Board

Employee benefits (salaries and social securities) 5 402 6 832

Supenvisory Board
Employee benefits (salaries and social securities) 1444 1483

Total 6 846 8 315
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30. Information about the contract and remuneration ofauditor or audit
company

The table below presents the remuneration of thdit amompany, paid or payable for the year ended 31s
December 2015 and 31st December 2014 by categ@sreices:

Type of service As at As at

31 December 2015 31 December 2014
Obligatory year-end audit 352 * 317+
Obligatory year-end audit (branch office) 25 32
Tax consultancy - -
Other services 5 39
Razem 381 388

* relates to Ernst&Young Audyt Polska Spétka z ograoina odpowiedzialrioia Sp.k.

31. Financial risk management objectives and policies

The Company’s principal financial instruments coisgrcash at bank and in hand as well as loansegtartd
received within the Group. The main purpose oféhagancial instruments is to raise finance for @@mpany’s
operations. The Company has various other finamegfuments such as trade receivables and traghb|ess,
which arise directly from operations.

The principle used by Company currently and thraughthe whole period covered by these financiaestents
is not to put financial instruments on market.

The main risks arising from the Company's finanamstruments are interest rate risk, liquidity risreign
currency risk and credit risk.

The Management Board reviews and agrees policiemémaging each of these risks and they are surnedhri
below. The Company has also been monitoring rigkafket prices of holding financial instruments.

31.1. Interest rate risk

The Company’'s exposure to the risk of changes irketanterest rates relates primarily to finandiabilities
and granted loans with variable interest.

Interest rate risk — sensitivity to changes
The following table demonstrates the sensitivitypadfit before tax to a reasonably possible changmterest

rates, with all other variables held constant @mre=ction with liabilities with floating interesate). Impact on
equity or total comprehensive income has not beesepted.
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Impact on
Increase / Decrease
in percentage points gross result for
2015

As at 31 December 2015
PLN +1% (2 301)
EUR +1% 346
SEK +1% -
PLN -1% 1301
EUR -1% (346)
SEK -1% -

Increase / Decrease Impact on

in percentage points gross result for

2014

As at 31 December 2014
PLN +1% (1 453)
EUR +1% 346
SEK +1% -
PLN -1% 1453
EUR -1% (346)
SEK -1% -

31.2. Foreign currency risk

The Company is exposed to transactional foreigreoaty risk. The risk mainly arises as a resulteakiving by
the Company dividends from subsidiaries - and koweer extent — as a result of purchase transactioede in
currencies other than its functional currency.

The following table demonstrates the sensitivitpuaifit before tax (due to changes in the fair eabdi monetary
assets and liabilities) and the Company’s equityressonably possible change of exchange rate efgior
currencies with all other variables held constant.

Increase/ Impact on total
decrease of Impact on comprehensive
currency rate gross result income

31 December 2015 — SEK +1% 94 3)
-1% (94) 3

31 December 2015 — EUR +1% 410 -
-1% (410) -

31 December 2015 — USD +1% 513 -
-1% (513) -

31 December 2014 — SEK +1% 156 (92)
-1% (156) 92

31 December 2014 — EUR +1% 193 -
-1% (193) -

31 December 2014 — USD +1% 17 -
-1% a7 -
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31.3. Creditrisk

With respect to credit risk arising from other ficéal assets of the Company, which comprise cashcash
equivalents and receivables, the Company’s expdsuceedit risk arises from default of the courparty, with
a maximum exposure equal to the carrying amoutitaxfe instruments.

There are no significant concentrations of cradk within the Company, except for the related ipart

31.4. Liquidity risk

The Company monitors its risk to a shortage of funding a recurring liquidity planning tool. Thigot
considers the maturity of both its financial invesnts and financial assets (e.g. accounts receisabther
financial assets) and projected cash flows fronrantaed bank loans.

The table below summarizes the maturity profileref Company’s financial liabilities at 31st DecemB815
and 31st December 2013 based on contractual unadiszh payments.

<3 3to 12

31 December 2015 On demand lto5years >5years Total
months months
Interest-bearing borrowings and loans - 117 671 249 203 - 249 991
Other liabilities - 71281 - - - 71281
- 71 399 671 249 203 - 321 273
31 December 2014 On demand <3 3tol2 lto5years >5years Total
months months
Interest-bearing borrowings and loans - 117 433 277 641 - 278 192
Other liabilities - 37 759 - - - 37 759
- 37 876 433 277 641 - 315951

Moreover, the Company had contingent liabilitiesoas31st December 2015 — they were described ailsléh
note 28 to the hereby financial statements.

31.5. Financial instruments

The Company has material financial instrumentsasfidkiagreements related to cash deposits and loeemgnts
with related parties.

31.6. Fair value

Fair value is the amount at which an asset coulddugiht or sold on market conditions, and a ligb#ettled in
a current transaction between willing and well infied parties.

31.7. Derivatives

Derivative is a financial instrument or other cawtr covered by IAS 39 compliant with the followitigyee
conditions:

m Its value changes alongside with the change ofifspegdnterest rate, price of financial instrumeptice of
commodity, currency exchange rate, price index aiorindex, credit rating or credit index, or other
variable, assuming that in case of non-financiaiade, that variable is not specific for a couptaty
(sometimes called the underlying);
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m It does not require primary net investment or rezgiprimary net investment lesser than for othets saf
contracts that are expected to have similar reaetio market fluctuations, and

B Its realization is going to take place in the fetur

Fair value of derivative financial instruments écognized within assets in the balance sheet wieefair value
is positive or within liabilities, when the fair kee is negative. Profit or loss on change in the value of
derivatives is recognized in the income statemadeufinance income or finance costs.

The Company is entitled to designate selected afvias as a hedge under hedge accounting.
31.8. Fair values of each class of financial instruments

The table below presents a comparison by categoagsets and liabilities of carrying amounts and alues
of all of the Company's financial instruments.

Book valu Fair value
Category As at As at As at As at Level of fair value
compliant 31 December 31 December 31 December 31 December compliant with
with 1AS 39 2015 2014 2015 2014 IFRS 13
Financial Assets
Trade and other receivables L&R 89033 50475 89033 50475
Other financial assets (short-term) L&R 12683 41714 12 683 41714
Financial liabilities
Interest bearing bank loans & OFLMAAC 204 145 225718 204 145 225718
borrowings 3
69 593 36 026 69 593 36 026
Trade and other financial payables OFLMAAC 3
Abbreviations used:
L&R — Loans and receivables,
OFLMAAC — Other financial liabilitieseasured at amortized cost.

Financial instruments recognized at level 3 of falue framework, according to IFRS 13, are valuéth the
use of discounted cash flows method, taking inttmant the market interest rate.
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31.9. Interest rate risk

The following table sets out the carrying amoumnt,nmaturity, of the Company's financial instrumetitat are

exposed to interest rate risk:
31 December 2015

Variable interest <1 year 1-2years 2-3years 3-4years 4-5years >5 years total
Loans granted to related parties 12 683 - - - - - - 12 683
Loans received from related paries - - - - 142 566 - - 8@’

12 68! - - 142 56t - - 155 24¢
31 December 2015
Fixed rate <1 year 1-2years 2-3years 3-4years 4-5years >5 years total
Loans received from related parties - - 17 046 43744 - -60 790

- - 17 04¢ 43 74« - - 60 79(

In connection with recognized complete write-offe tCompany concluded that loans granted to ArciipeP

Investment GmbH (together with interest) are natlbned with interest rate risk.

31 December 2014

Variable interest <1 year 1-2years 2-3years 3-4years 4-5years >5 years total
Loans granted to related parties 20403 - - - - - - 20 403
Loans received from related paries - - - - - 165 495 - 495
20 40: - - - 165 49! - 185 89¢
31 December 2014
< - - - - >

Fixed rate 1 year 1-2years 2-3years 3-4years 4-5years 5 years total

- - - 17 049 42 623 - 59 672

- - - 17 04¢ 42 62! - 59 67:
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32. Capital management

The primary objective of the Company’s capital ngeraent is to ensure that it maintains a strongitcrating
and healthy capital ratios in order to supporbiisiness and maximize shareholder value.

The Company manages its capital structure and mak@stments to it, in light of changes in economic
conditions. To maintain or adjust the capital dinoe, the Company may adjust the dividend payment t
shareholders, return capital to shareholders areissew shares. No changes were made in the olgsctiv
policies or processes during the years ended 3stmber 2015 and 31st December 2014.

As at As at
31 December 2015 31 December 2014
Interest-bearing borrowings, loans and bonds 204 145 225718
Trade payables and other liabilities 71281 37794
Less of cash and cash equivalents (9 435) (18 607)
Net debt 265 991 244 905
Equity 668 959 664 893
Equity and debt 934 950 909 798
Leverage ratio 0,28 0,27

The Company monitors capital using a gearing ratltich is net debt divided by total capital plus debt. The
Company’s policy is to keep the gearing ratio betwé&0% and 30%. The Company includes interest fgari
loans and borrowings, trade and other payables clesh and cash equivalents within net debt.

33. Employment structure

The average employment in the Company in the yeaded 31st December 2015 and 31st December 2014 was
as follows:

As at As at

31 December 2015 31 December 2014
Management Board 5 5
Finance 4 2
Sales and marketing 7 7
Logistics 22 10
Administration 5 5
IT 1 1
Total 44 30

34. Events after the reporting period

From the balance sheet date until the day of phibigsof the hereby financial statements, there werevents
which might have a material impact on the Compafigancial and capital position.
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Signatures of the Management Board Members

Position

Name and sumame

Date

Signature

President of the Management Board
Chief Executive Officer

Wolfgang Libbert

21 March 2016

Member of the Management Board
Chief Financial Officer

M algorzata M ajewskaliwa

21 March 2016

Member of the Management Board

Chief Procurement Officer Jacek £ 21 March 2016
Member of the Management Board

Chief Operating Officer Per Skoglund 21 March 2016
Member of the Management Board Michat Sawka 21 March 2016

Sales Director
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