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Interim Directors’ Report on the operations of thePfleiderer Grajewo Group in the period

January 1st-June 30th 2014

1. Financial highlights

Revenue
Operating profit
Profit before tax

Net profit attributable to owners of the parent

Net cash from operating activities
Net cash from investing activities

Net cash from financing activities

Total net cash flow

Basic earnings per share (PLN/EUR)

Diluted earnings per share (PLN/EUR)
PLN/EUR average exchange rate

Total assets

Total liabilities
Non-current liabilities
Current liabilities
Total equity

Share capital
Number of shares

Book value per share (PLN/EUR)

Jan 1-Jun 30 Jan 1-Jun 30

Jan 1-Jun 30 Jan 1-Jun 30

2014 2013 2014 2013
PLN ‘000 EUR ‘000
777,655 695,713 186,113 165,096
70,266 35,708 16,816 8,474
62,533 21,115 14,966 5,011
49,923 110,120 11,948 26,132
100,955 (61,347) 24,161 (14,558)
(50,746) 662,270 (12,145) 157,159
(38,027) (502,261) (9,101) (119,189)
12,182 98,662 2,915 23,412
1.01 2.22 0.24 0.53
1.01 2.22 0.24 0.53
4.1784 4.2140

Jun 30 2014 Dec 31 2013

Jun 30 2014 Dec 31 2013

PLN ‘000 EUR ‘000
1,105,931 1,118,793 265,791 269,771
403,444 466,518 96,961 112,490
125,262 134,647 30,105 32,467
278,182 331,871 66,856 80,023
702,487 652,275 168,831 157,281
16,376 16,376 3,936 3,949

49,624,000 49,624,000

14.16 13.14

PLN/EUR exchange rate as at the reporting date

49,624,000 49,624,000

3.40 3.17

4.1609 4.1472
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2. General information

The Pfleiderer Grajewo Group consists of singlasitim enterprises. The Group's parent is Pfleidérajewo
S.A. (the Parent), whose principal place of businessrajewo, a town in north-eastern Poland.

The Parent, under its former name of Zaklady Ptydrdivych S.A. of Grajewo, was originally registered
July 1st 1994 by the District Court, Commercial @oaf tonva, in Section B of the Commercial Register
under entry No. 270. Subsequently, on May 9th 2@04as registered by the District Court of Biatyst XII
Commercial Division of the National Court Registender entry No. KRS 0000011422. On September 18th
2002, the Company's Management Board receiveddbesidn of the District Court of Bialystok to entixe
Company’s new name in the National Court Regigtecordingly, on September 18th 2002, the Pareatsan
was changed to Pfleiderer Grajewo S.A. Its registenffice is situated at ul. Wiérowa 1, Grajewo]dnd.
Pfleiderer Grajewo S.A. shares are publicly tradadaccordance with the Polish Classification ofsiBess
Activities, Pfleiderer Grajewo S.A. is registereader No. 1621 Z. Tax Identification Number (NIPYX9710-
00-479, Industry Identification Number (REGON): 853817.

List of companies of the Pfleiderer Grajewo Groupijncluding their business profiles:

The business of Pfleiderer Grajewo S.A., the Parentonsists of:

* manufacture and veneering of wood and wood-basmtlipts,
» paper finishing,
» trade at home and abroad.

Pfleiderer Prospan S.A.— a joint-stock company entered in the commereigister maintained by the District
Court of Kalisz under No. RHB1754 on September 2387 as Zaktady Ptyt Wiérowych Prospan S.A. On
September 17th 2001, the company was registerddtigt District Court of £6g-Srodmigcie in Lodz, XX
Division of the National Court Register under ertiy. KRS: 0000042082.

Industry Identification Number (REGON): 250744416
Tax Identification Number (NIP): 619-17-42-967
Registered address: ul. Bolestawiecka 10, 98W@uszoéw, Poland

Business profile:

+ manufacture of melamine-faced and raw chipboardso#mer wood and wood-based products,
* paper finishing,

e trade at home and abroad,

* generation and distribution of heat.

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

Industry Identification Number (REGON): 160003017

Tax Identification Number (NIP): 749-19-69-061

Registered address: ul. Mostowa nr 30 K, 47-22@zierzyn-Kale, Poland

Business profile:

The company ensures steady supplies of adhesiwd inschipboard manufacture to the Parent and its
subsidiaries.

» manufacture of dyes and pigments,

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

Pfleiderer MDF Sp. z 0.0.— entered in the National Court Register by thstriiit Court of Biatystok, XlI
Commercial Division of the National Court RegisterBiatystok, under entry No. KRS 174810, on Octobe
9th 2003.

Industry Identification Number (REGON): 330994545

Tax Identification Number (NIP): 719-13-99-317

Registered address: ul. Wiérowa nr 1, 19-203 @majd>oland

Business profile:

» sale and intermediation in the sale of raw and miela-faced chipboards, films and foils,
* veneering of chipboards,

* manufacture of melamine-faced and raw chipboardso#imer wood-based materials.

Jura Polska Sp. z 0.0 entered in the National Court Register by thetfizit Court of Katowice, Commercial
Division of the National Court Register, under M&S 149282, on November 24th 1999.

Industry Identification Number (REGON): 276746151
Tax Identification Number (NIP): 629-215-85-14
Registered address: ul. Wiérowa 1, 19-203 Grajd&®atand

Business profile:

» transport,

» road transport of goods with specialised vehicles,

» road transport of goods with universal vehicles,

* |ease of trucks,

» wholesale of building materials and sanitary figand fittings.

Unifloor Sp. z 0.0. w likwidaciji (in liquidation) — entered in the National Court Register by thstrizit Court
of Biatystok, Commercial Division of the Nationab@t Register, under No. KRS 0000237233, on Jutie 29
2005.

Industry Identification Number (REGON): 200021250

Tax Identification Number (NIP): 719-149-38-49

Registered address: ul. Bolestawiecka 10, 98-4@\Wzéw, Poland

Unifloor Sp. z o.0. is currently in liquidation.

Pfleiderer Services Sp. z 0.6- a company entered into the National Court Regisgethe District Court of
Biatystok, XII Commercial Division of the Nation&ourt Register in Biatystok, under No. KRS 00002234
on December 20th 2005.

Industry Identification Number (REGON): 200052769
Tax Identification Number (NIP): 719-15-03-973
Registered address: ul. Wiérowa 1, 19-203 Grajé¥edand

The company has suspended its operations.
Grajewo OOO - a limited liability company incorporated undee laws of the Russian Federation, registered

on August 12th 2009 by Interregional Inspection Bidor the Novgorod Region at the Ministry of Cusat
and Taxes of the Russian Federation.
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Uniform Registration Number: 1095321004130
Tax Identification Number (NIP): 5321135070
Registered address: 21/43 Studenitzeskaya Stfeldty Novgorod, Russia

The company conducts trading activities in Russia.

List of jointly-controlled entities

Blitz 11-446 GmbH— entered in the Commercial Register by the Couduremberg, under No. HRB 28 166.

HRB Registry Number: 28 166
Tax Identification Number (NIP): 201/116/21366
Registered address: Ingolstadter Strasse 5Inaldt, Germany

Business profile:

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

The business of Pfleiderer Grajewo S.A., Pfleidéteyspan S.A. and Pfleiderer MDF Sp. z 0.0. congt
themanufacture and veneering of wood and wood-bpeatlicts, impregnation of paper, trade in Polamdl a
abroad, provision of industrial services relatedtda@ore business, as well as other services basedsources
held. Subsidiary Grajewo OOO conducts operationRussia. The other companies provide services and
supply raw materials to the Group entities.

As at June 30th 2014, the Parent’s Management Bumarsisted of:

*  Wojciech Gytkiewicz, President of the Management Board
» Rafat Karcz, Member of the Management Board
» Dariusz Tomaszewski, Member of the Management Board

As at June 30th 2014, the composition of the Par&upervisory Board was as follows:

* Michael Wolff, Chairman of the Supervisory Board

* Richard Mayer, Member of the Supervisory Board

» Jochen Schapka, Member of the Supervisory Board
* Gerd Schubert, Member of the Supervisory Board

« Jan Waniak, Member of the Supervisory Board

On June 23rd 2014, Mr Gerd Hammerschmidt resigrad the position of Member of the Supervisory Board
of Pfleiderer Grajewo S.A. effective June 29th 2014

On June 30th 2014, Mr Gerd Schubert was appoirgedreew member of the Parent's Supervisory Board.

The audit committee duties were assigned to therParSupervisory Board as a whole.



BYPFLEIDERER PFLEIDERER GRAJEWO GROUP

Interim Directors’ Report on the operations of thePfleiderer Grajewo Group in the period
January 1st-June 30th 2014

3. Structure of the Group

Pfleiderer Grajewo S.A. is the Parent of the follogycompanies:

Consolidated subsidiaries Jun 30 2014 Dec 31 2013
1 Pfleiderer Prospan S.A. Wieruszow 100% 100%
2 Silekol Sp. z 0.0. Kdzierzyn-Kale 100% 100%
3 Pfleiderer MDF Sp. z 0.0. Grajewo 100% 100%
4 Jura Polska Sp. z 0.0. Grajewo 100% 100%
5 Unifloor Sp. z 0.0. in liquidation Wieruszéw 100% 100%
6 Grajewo OOO Novgorod (Russia) 100% 100%

Jointly-controlled entities accounted for using the

equity method
7 Blitz 11-446 GmbH Neumarkt 50% 50%

Entities which are not consolidated and are not

accounted for using the equity method
8 Pfleiderer Services Sp. z 0.0. of Grajewo 100% 100%

(5) Indirectly through Pfleiderer Prospan S.A.
(6) Purchase of shares on April 16th 2013.

As at June 30th 2014, the structure of the Groupagafollows:

Pfleiderer Grajewo S.A.

The main shareholder of the Parent, Pfleidereré®mjS.A., is Pfleiderer Service GmbH, which hol8s16%

Parent
Pfleiderer Prospan S.A. Pfleiderer MDF Sp. z o.0.
Subsidiary Subsidiary
(100%) (100%)
Unifloor Sp. z.0.0. ;
Grajewo OOO
w likwidacji (in liquidation) HEW
Subsidiary Subsidiary
(100%) (100%)
Jura Polska Sp. z 0.0. Silekol Sp. z o.0.
Subsidiary Subsidiary
(100%) (100%)
Pfleiderer Services
Sp. z o.0.
Subsidiary
(100%)

of the Parent's shares and the same proportimtadfvoting rights at its General Meeting.
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4. Pfleiderer Grajewo S.A.'s shareholding structure

Number of Ownership Number of % of votes al
Shareholding structure shares interest  votes at GM GM
Pfleiderer Service GmbH 32,308,176 65.11% 32,308,176 65.11%
Aviva OFE Aviva BZ WBK 4,928,816 9.93% 4,928,816 9.93%
ING OFE 2,639,144 5.32% 2,639,144 5.32%
Other shareholders 9,747,86: 19.64% 9,747,86¢ 19.64%
Total 49,624,000 100.00% 49,624,000 100.00%

In the period from January 1st 2014 to the datéhisf Directors' Report on the operations of thesiBérer
Grajewo Group, the number of Parent shares heliiskiyjain shareholder, Pfleiderer Service GmbH, rdit
change.

The information on the number of Pfleiderer Grajefié\. shares held by Aviva is sourced from the most
recent notification of shareholding change, reative the Parent on July 10th 2007.

The information on the number of Pfleiderer GrajeBvé. shares held by ING OFE is sourced from thetmo
recent notification of shareholding change, reativg the Parent on June 5th 2009.

The Group is not aware of any other changes ishiggeholding structure.

5 Pfleiderer Grajewo S.A. shares or entitlements tshares held by its management
and supervisory staff

In the period from January 1st 2014 to the datihisfDirectors’ Report, the numbers of Parent shaedd by
the members of its Management Board and SuperviBoayd did not change compared with December 31st
2013 and as the date of this Report were as follows

»  Wojciech Gytkiewicz, President of the Management Board, hel@® Pfleiderer Grajewo S.A. shares,
» Rafat Karcz, Member of the Management Board, hedd 3 Pfleiderer Grajewo S.A. shares,
» Dariusz Tomaszewski, Member of the Management Bdeeld 4,108 Pfleiderer Grajewo S.A. shares.

As at June 30th 2014, members of the Pfleidereje@ma Supervisory Board did not hold any shareshin t
Parent.
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6 Information material to the assessment of Group'spersonnel, assets, financial
standing and performance, and changes in any of th®regoing, and for the assessment
of the Group’s ability to fulfil its obligations

6.1  Financial standing of the Pfleiderer Grajewo Goup

The structure of financing of the Group’s assets asfollows as at the reporting date:

all amountsin PLN thousand Jun 30 2014 Dec 31 2013
Equity (attributable to owners of the parent) 702,487 652,275
Non-controlling interests 0 0

Total equity 702,487 652,275
Non-current liabilities 125,262 134,647
Long-term capital (total equity + non-current liies) 827,749 786,922
Current liabilities 278,182 331,871

In H1 2014, the Group financed its operations thiefth short- and long-term bank borrowings.

As at June 30th 2014, the Group's liabilities urtokmk borrowings were PLN 155,090 thousand (Decembe
31st 2013: PLN 154,531 thousand).

For detailed information on the bank borrowings bashs from related entities, see Note 8.1 toRgport.

Moreover, the Pfleiderer Grajewo Group supportsoperations with a non-recourse factoring programme
whereby it sells insured trade receivables to PEK®&Rtoring Sp. z 0.0. The limit available to Pflier
Grajewo S.A., and Pfleiderer MDF Sp. z o.0., uniié financing instrument is PLN 200m. On Januadth3
2014. Pfleiderer Prospan SA and BZ WBK Faktor Sp.ozwith registered office in Warsaw signed faictgr
agreement on non-recourse financing of its tradeivables with a limit of PLN 80 m. Additionallyulsidiary
Silekol Sp. z 0.0. signed a non-recourse factosigigement with WBK Faktor Sp. z 0.0. with a limitRiLN
15m. The above are off-balance sheet items.

The internal financing in the Pfleiderer Grajewoo@®r comprises mainly loans advanced by Pfleiderer
Grajewo S.A. to its subsidiary Pfleiderer MDF Spo.n. as well as issues and purchases of shortrietes
(commercial paper). The notes are issued by Pfigiderajewo S.A. and acquired by Pfleiderer Prospan
The issuance programme and the loans are designprbtide financing to all of the Group's entitiesd
optimise cash management within the Group.
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6.2 Revenue and profit

In the period January 1st—-June 30th 2014, the Gsaepenue totalled PLN 777,655 thousand, haviogvgr
by PLN 81.942 thousand (11.8%) as compared todhieghJanuary 1st-June 30th 2013.

The table below presents revenue by product group:

all amountsin PLN thousand Jar:l’ol _Z‘éulr:l % share Jar;ol _Z‘éulré % share
Revenue from sale of products 742,835 95.5% 662,987 95.3%
Chipboard 569,350 73.2% 497,937 71.6%
Finish foil (foil, edge banding, edge foil) 47,801 6.2% 40,548 5.8%
Adhesive resins 123,949 15.9% 122,176 17.6%
Other chemical products 1,735 0.2% 2,326 0.3%
Revenue from sale of merchandise and materials 163 2.1% 16,549 2.4%
Materials 5,528 0.7% 3,313 0.5%
Merchandise 10,839 1.4% 13,236 1.9%
Revenue from rendering of services 18,453 2.4% 16,177 2.3%
Total sales 777,655 100.0% 695,713 100.0%

In the period January 1st-June 30th 2014, the Grepprted a strong increase in revenue from sale of
products: 12% year on year. This increase wadatéble mainly to the improved market situation.

In the period January 1st-June 30th 2014, the Gsaperating profit reached PLN 70,266 thousandiniga
nearly doubled (up PLN 34,558 thousand) and derofegross profit growth of about 36% in the anatyse

period. Net profit was PLN 49,923 thousand, up RBABO0 thousand compared with the same periodeof th
previous year, mainly thanks to lower finance costbe period under analysis.

6.3  Workforce and remuneration at the Group

As at June 30th 2014, the Group employed 1,254 stafuding executives and personnel hired onlthsis of
managerial contracts or appointed by the SupenrviBoard (as at December 31st 2013: 1,272 staff).

The Group's workforce structure as at the endeféiporting period was as follows:

Jun 30 2014 Dec 31 2013
Employees directly involved in production 655 663
Employees indirectly involved in production 274 272
Administration, office and other employees 325 337
1,254 1,272

Remuneration paid and payable for the reportingodeto members of the Parent's Management Board,
including bonuses, was PLN 2,803 thousand. In axidimembers of the Parent's Management Boardvextei
remuneration at Pfleiderer Prospan S.A., whichlema@PLN 1,301 thousand.
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The managerial contract with Mr Wojciechyt&iewicz, President of the Management Board, iraffrom
January 1st 2012, provides for a six-month notexgogl.

The managerial contract with Mr Rafat Karcz, membérthe Management Board, contains a provision
entiting Mr Karcz to a one-off termination benefigual to his one-month remuneration if the comtiac
terminated by notice.

The managerial contract with Mr Dariusz Tomaszewshkémber of the Management Board, contains a
provision entitling Mr Tomaszewski to a one-offrténation benefit equal to his one-month remunenaifithe
contract is terminated by notice.

Remuneration paid to members of the Supervisorydoa Pfleiderer Grajewo S.A. for the period Jaguar
1st-June 30th 2014 was PLN 313 thousand.

As at June 30th 2014, Mr Dariusz Tomaszewski, Marmmamnt Board Member, had outstanding debt of PLN 26
thousand under a loan from subsidiary Pfleiderespan. S.A. (December 31st 2013: PLN 26 thousarid.
other Management Board members had no outstandinigta the Group under loans.

7 Material related-party transactions

For information on related-party transactions aguste 30th 2014 and for the period January 1st-30tte
2014, see Note 12 in supplementary notes to tkinmtconsolidated financial statements of the Bégér
Grajewo Group.

In the period January 1st—June 30th 2014, all ®Ghoup’s related-party transactions were execoiedrms’
length terms.

8. Financial instruments
8.1 Overview of financial instruments

a) Derivative instruments
Forward and swap transactions included purchagaefyn currencies at a predetermined rate.

As at June 30th 2014, the Group held 11 open fahvpasitions for a total amount of EUR 9.8m. Forward
contracts are executed in order to hedge curreisgy related to business transactions (sale of mtsdu
purchase of raw materials, capital expenditur@ririfn currencies).

The Group applies hedge accounting, and therefugeeffective portion of gains or losses on fairueal
measurement of forward hedging instruments is n@iseg under other comprehensive income and prekente
separately as ‘cash flow hedges’ under equity. $amlosses previously recognised in other commske
income are transferred to the current period’'sipmfloss in the same period and in the same itemhich
hedged cash flows are recognised in the statemfenbroprehensive income. The ineffective portion of
changes in fair value of a derivative instrumentizognised immediately in the current period'sipar loss.

As at June 30th 2014, the fair value of the opewdiods was PLN 372 thousand. In H1 2014, the result
settled forward contracts was PLN 946 thousand.
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b) Loans received
As at June 30th 2014, the Pfleiderer Grajewo Gidmot carry any borrowings from related parties.
c) Bank borrowings

On June 26th and 27th 2013, Pfleiderer Grajewo @h&. Parent) and the subsidiaries Pfleiderer Rwrn&pA.
and Silekol Sp. z o0.0. entered into new creditlitgcagreements. The total credit limit availablader the
facilities with four banks amounts to PLN 300,0@@@nd ensures financial liquidity of the Group thoe next
five years.

Credit facility agreement with Bank Millennium S.A.

On June 26th 2013, the Parent entered into twadtdiaegdlity agreements with Bank Millennium S.Agrfan
aggregate amount of PLN 100,000,000, including & F5,000,000 multi-purpose credit facility agreemen
and an up to PLN 25,000,000 thousand overdrafiitiaeigreement.

At the same time, Pfleiderer Prospan S.A., a sidrgidof the Parent, entered into an overdraft figcil
agreement with Bank Millennium S.A., for up to P11K.000.000. Moreover, the subsidiary Silekol Sp.@
entered into an overdraft facility agreement witanB Millennium S.A., for up to PLN 10.000.000. Tiota
liabilities of all the three borrowers under theiferedit facility agreements with Bank MillenniusA. may
not exceed an aggregate of PLN 100,000,000. Théi-purpose credit facility agreement provides fbe t
repayment of the entire loan after five years fitsvexecution, while the overdrafts are to be répaifull after
three years. The facilities will be used to finadeg-to-day operations of the borrowers.

Credit facility agreement with Alior Bank S.A.

On June 26th 2013, the Parent entered into a PLODBMOO0 credit facility agreement with Alior BaSkA.

The facility, used to finance the Parent's daydg-dperations, is to be repaid in full after fiveays from the
execution of the agreement. At the same time, e and the subsidiaries Pfleiderer Prospan &A4.
Silekol Sp. z o0.0. entered into an overdraft facéigreement with Alior Bank S.A., for up to PLN,Q60,000,
under which the bank granted to the Parent an cagriimit of PLN 25,000,000 and separate sub-larof

PLN 10,000,000 to each of Pfleiderer Prospan Sa. Silekol Sp. z 0.0. The facility, used to finartkbe day-
to-day operations of the borrowers, is repayabliuiiinafter three years from the execution of tlggement.
The total liabilities of all the three borrowersden the two credit facility agreements with Alicafik S.A. may
not exceed an aggregate of PLN 100,000,000.

Credit facility agreement with Bank Zachodni WBK SA.

On June 26th 2013, the Parent entered into a PLBI0A®D00 multi-purpose credit facility agreementhwi
Bank Zachodni WBK S.A. The credit facility, interdi®o ensure liquidity and finance capital expendifis to
be repaid in full after five years from the exeountiof the agreement. At the same time, the Panshittze
subsidiaries Pfleiderer Prospan S.A. and Silekol zSp.0. entered into an overdraft facility agreatneith
Bank Zachodni WBK S.A., for up to PLN 15,000,000j¢ant overdraft limit for all three borrowers). &h
facility, intended to ensure liquidity and financapital expenditure, is to be repaid in full atteree years from
the execution of the agreement. Total liabilitidghe three borrowers under the two agreements Rithk
Zachodni WBK S.A. may not exceed an aggregate &f 82,000,000.

Credit facility agreement with Bank Ochrony Srodowiska S.A.

On June 27th 2013, the Parent entered into a PLR0AMO0 multi-purpose credit facility agreementhwi
Bank OchronySrodowiska S.A. to finance the Parent's day-to-dagrations. The facility is to be repaid after
five years from the date of execution of the agre®sim
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Investment credit facility and multi-purpose credit facility from PKO BP S.A.

Additionally, subsidiary Pfleiderer MDF Sp. z ouses an investment credit facility from PKO BP Swdhich

is repayable in instalments by by October 15th 2@§3at June 30th 2013, debt outstanding undefatilgy
was PLN 87,396 thousand), and a multi-purpose tifedility for up to PLN 54m from the same bank,
repayable by August 31th 2014. As at June 30th 28&Bt outstanding under the facility was PLN 28,18
thousand.

For information on interest rates applicable unither credit facility agreements with banks, see Nbiein
supplementary notes to the interim condensed ciolagetl financial statements of the Pfleiderer Graje
Group.

8.2 Financial risks related to the Group’s operatios

a) Objectives and methods of financial risk managemerdpplied by the Group

The Group manages all types of financial risk dbscr below, which may have a significant effectitn
operations in the future. In its risk managementess, the Group focuses on the following risk $ype

e credit risk,
* market risk, including interest rate risk and coorisk,
e liquidity risk.

The objective behind credit risk management is @éduce the Group's losses which could follow from
customers’ insolvency. This risk is mitigated witle use of receivables insurance and factoringaesvThe
purpose of market risk management is to contrd tisk and maintain market risk exposure withinuassd
parameters. The objective of currency risk managenge to minimise losses arising out of unfavoueabl
changes in foreign exchange rates. The Group mm@rnit® currency position from the point of view adsh
flows. To manage its currency risk, it first reliee natural hedging and where necessary uses firwar
contracts. The time horizon adopted for positiomitasing and hedging transactions is up to 12 manth

The objective of financial liquidity managementtds protect the Group from insolvency. This objeetig
pursued through regular projection of debt levelsai five-year horizon, and arrangement of apprtgria
financing sources.

b) Credit risk

In accordance with the Management Board’s policgdit risk exposure is monitored on an ongoing s asil
customers who require credit in excess of a cedmiount are evaluated in terms of creditworthiness.

The credit risk related to trade receivables igtéchgiven the Group’s broad and diversified custoinase.
Moreover, the Group operates a strict receivabl@sagement policy, whereby the risk of customerlugswy
is mitigated through the use of trade credit insaeasand factoring. As at June 30th 2014, ca. 90%taf trade
receivables from non-related parties were covereld trade credit insurance. The insurance polisiesure
credit risk — if a customer fails to pay, the irucovers the loss (the insurance deductible is)10%

In the period January 1st-June 30th 2014, the Gdadimot incur any significant losses resultingnfiréailure
to collect receivables from customers. Impairmessés are recognised on uninsured receivableslbasihe
amounts corresponding to the Group’s deductibleglation to receivables insured, on the basis détailed
analysis of the accounts receivable.
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c) Interest rate risk

The Group holds funds in bank accounts and hasliie® under bank borrowings. Interest rate risk i
connected with loans payments under instrumentsrigeenterest at floating rates. The Group doesheuige
the interest rate risk.

d) Currency risk

The Group is exposed to currency risk through ttegiesactions denominated in foreign currencieduding
both purchases of materials and merchandise, dedo$dinished goods. Therefore, in the event of an
exchange rate fluctuations the resulting foreigohaxge gains and losses partially offset each .offtes
Group monitors its foreign currency positions oncagoing basis and hedges open positions — firetugh
natural hedging, and then through forward or swapgrects. The Group monitors its currency risk exe in
terms of cash flows.

In H1 2014, the Group entered into a number of ERLRY forward and swap contracts to hedge against
currency risk related to planned trade transactidssat June 30th 2014, the Group carried 11 opgR/ELN
forward contracts hedging the currency risk relateitis business transactions. As at June 30th,28&4Group
had no open swap contracts.

e) Liquidity risk

As at June 30th 2014, the Pfleiderer Grajewo Giwagdebt under bank borrowings of PLN 155m. It &lsd
undrawn credit facilities of PLN 286m, most of whiwere long-term facilities. The Group also heldicaf
PLN 29m.

The exposure to currency, credit and interestrisks did not materially change from the releasthefGroup's
most recent full-year report for 2013.

9 Sureties granted and security established over éhGroup’s assets

As at June 30th 2014, the Group carried no outsigrelireties or guarantees.
As at June 30th 2014, the Group had establishefiblbaving security:

. Mortgage over properties and registered pledge jplaet and equipment

A mortgage on properties and a registered pledge phant and equipment serve as security for aesiment
credit facility granted to Pfleiderer MDF Sp. z oty PKO Bank Polski S.A. on January 15th 2007s la
special purpose facility obtained to finance thestouction of the new MDF board production plant in
Grajewo. The mortgage secures a liability of upit?N 356,860 thousand.

The registered pledge over plant and equipmentregdiabilities of up to PLN 450,000 thousand arasw
created over a changing set of assets owned bigl&#e MDF Sp. z 0.0. The pledge is reviewed onarigrly
basis to take account of changes in the compangigbie assets (plant and equipment, vehicles).t Asiree
30th 2014, the Group’s debt under the investmedititia totalled PLN 87.4m (December 31st 2013: PLN
90.8m).

. Mortgage over property located at ul. Wiérowa, &na and registered pledge over assets and rights

A mortgage of up to PLN 80,000 thousand over priydecated at ul. Wiérowa, Grajewo, on which the MD
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plant is situated, serves as security for a muitppse credit facility for a total of PLN 54,000otlsand,
granted to the Group by PKO Bank Polski S.A. uraleredit facility agreement executed with Pfleiddvi®F
Sp. z 0.0. on August 29th 2007.

The pledge was created under an agreement onenegigtledge over assets and rights, dated July 280,
concluded between Pfleiderer MDF Sp. z o0.0. and &0k Polski S.A. The pledge in favour of PKO Bank
Polski secures liabilities of up to PLN 83,163 thaad under a multi-purpose credit facility of PLM,@E0
thousand. It was created in connection with theresibn of the term of the working capital loan bret years,
until September 30th 2013. The same assets aremtsmnbered with a pledge created earlier for gmeefit of
PKO Bank Polski S.A. in connection with an investineredit facility agreement of January 15th 2007.

As at June 30th 2014, the Group’s debt under thé-pwrpose credit facility totalled PLN 25.2m (Derober
31st 2013: PLN 37.1m).

. Mortgages over properties in Grajewo and Wieruszom which the production plants of Pfleiderer
Grajewo S.A. and Pfleiderer Prospan S.A. are g@ityatstablished in favour of four banks (Bank Ntiliaim
S.A., Alior Bank S.A., Bank Zachodni WBK S.A. andOB S.A.) which had advanced credit facilities to
Pfleiderer Grajewo S.A. (the Parent), Pfleidereospan S.A. and Silekol Sp. z o0.0. (subsidiariegjeun
relevant credit facility agreements for a total amioof PLN 300m

Mortgages over developed properties, including BEaent's production plant in Grajewo and Pfleiderer
Prospan S.A.'s production plant in Wieruszow, wofa of four banks, ranking pari passu, including:

- in favour of Bank Millennium S.A. for up to PLN7%00,000 to secure: a PLN 75,000,000 credit fgcili
advanced to Pfleiderer Grajewo S.A. (multi-prodiacility agreement), an overdraft facility with amerdraft
limit of PLN 25,000,000 advanced to Pfleiderer &) S.A., an overdraft facility with an overdrafnit of
PLN 10,000,000 advanced to Pfleiderer Prospan @rid,an overdraft facility with an overdraft linaf PLN
10,000,000 advanced to Silekol Sp. z o.0.,

- in favour of Alior Bank S.A. for up to PLN 150,000 to secure: a PLN 75,000,000 credit facildyanced
to Pfleiderer Grajewo S.A., and an overdraft fagilvith an overdraft limit of PLN 25,000,000 advaxicto
Pfleiderer Grajewo S.A., Pfleiderer Prospan S.Al Sitekol Sp. z o.0.,

- in favour of Bank Zachodni WBK S.A. for up to PLT¥20,000,000 to secure: a PLN 45,000,000 crediitiac
advanced to Pfleiderer Grajewo S.A., and an ovérdiaaility with an overdraft limit of PLN 15,0000®
advanced to Pfleiderer Grajewo S.A., PfleideresPan S.A. and Silekol Sp. z o.0.,

- in favour of Bank Ochronﬁ?rodowiska S.A. for up to PLN 60,000,000 to securelL& 40,000,000 credit
facility advanced to Pfleiderer Grajewo S.A.

Concurrently, to secure credit facilities for aalobf PLN 300,000 thousand extended to the Grouohy

banks (Bank Millennium S.A., Alior Bank S.A., Ba@lachodni WBK S.A. and B®S.A.) under credit facility
agreements concluded by Pfleiderer Grajewo S.A Rhrent) and Pfleiderer Prospan S.A. and SilegolzS
0.0. (subsidiaries), a pledge was created ovett plag equipment installed at the two plants in &xaj and

Wieruszéw owned by, respectively, Pfleiderer GrajesvA. and Pfleiderer Prospan S.A.

The pledge agreements provide for the following imaxn amounts of security:

- in the case of the pledge in favour of Bank Milleum S.A. — PLN 66,150,000 (for Pfleiderer Graje®:@\.'s
plant and equipment) and PLN 46,350,000 (for Pdied Prospan S.A. plant and equipment);

- in the case of the pledge in favour of Alior BaBkA. — PLN 200,000,000 for all pledged plant and
equipment;

- in the case of the pledge in favour of Bank ZatthaVBK S.A. — PLN 120,000,000 for all pledged gland
equipment;

- in the case of the pledge in favour of Bank Oolirérodowiska S.A. — PLN 14,257,880 for all pledgedpla
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and equipment.
In addition, Pfleiderer Prospan S.A. and Silekol £p.o. provided a surety for the Parent's liibgiunder the
credit facilities with Bank Millennium S.A. and A&l Bank S.A. for up to PLN 115,000,000.

10  Anti-trust proceedings

On April 2nd 2012, Pfleiderer Grajewo S.A. (the étd) and Pfleiderer Prospan S.A. (a subsidiarygived a
decision of the President of the Office of Compatitand Consumer Protection, dated March 30th 2012,
concerning the instigation of anti-trust proceedimgn suspicion that Kronospan Szczecinek Sp. z o0.0.
Kronospan Mielec Sp. z 0.0., Kronopol Sp. z o.fieiéerer Grajewo S.A. and Pfleiderer Prospan aded in
collusion to frustrate competition on the domestiipboard and fibreboard markets.

During the proceedings, Pfleiderer Grajewo S.A. dMfteiderer Prospan S.A., its subsidiary, provided
additional information required by the Office. Ategent, the Parent’'s Management Board is not aldsgess
the risk based on the information available ta itletermine the estimated closing date of the @diogs.

Other than the proceedings referred to above, thezeno court, arbitration or administrative pratiegs
pending with respect to any liabilities or clainfstie Group companies, whose value would repreb@¥tt or
more of the Company’s equity.

11  Management Board’'s position on the feasibility omeeting previously published
financial forecasts

The Pfleiderer Grajewo Group has not published fargcasts for 2014. Given the current economic aien
the Group will also refrain from publishing its émast for 2015 until the Polish market of furniture
manufacturers becomes more stable.

12 Factors with a bearing on the Group’s performane in the subsequent period

The stronger sales reported in the first half ai£20ode well for the near-term future. Capital englitures
incurred in the first half of the year are expediethave positive impact on the quality of produsiid. Stable
prices of chemical feedstocks, market recoveryetriry higher demand from the furniture industryntowed
growth of furniture export sales and growing doneedemand are all expected to help the Companytaiain

its current sales level in the second half of 204dgative deviations in films sales should be affse the
expected increase in melamine-faced board salasmesl and a slight increase in the price of raw and
melamine-faced board.
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13  Events subsequent to the reporting date

According to the information of August 14th 2014pSidiary Pfliederer MDF Sp. z.0.0 signed an artoeke
loan agreement with PKO BP SA for an extension oltim purpose credit agreement for a period of pear -
until August 31st 2015. At the same time the owaitdand revolving loan was extended until Augusst31

2015..

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

Wojciech Gatkiewicz
President of the Management Board

Rafat Karcz
Member of the Management Board, Chief
Financial Officer

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Grajewo, August 25nd 2014
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