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PLN ‘000 EUR ‘000

FINANCIAL HIGHLIGHTS 2014 2013 2014 2013
I. Sales revenue 652 518 669 253 155 758 158 930
1. Operating profit/(loss) 39 298 39 584 9381 9400
I1I. Profit/(loss) before tax 66 095 124 207 15777 29 496
IV. Net profit 60 549 86 003 14 453 20423
V. Net cash provided by (used in) operating activities 69 301 4 605 16 542 1094
VI. Net cash provided by (used in) investing activities -30 643 477 607 -7 315 113 419
VII. Net cash provided by (used in) financing activities -38 957 -479 105 -9 299 -113 775
VIII. Total net cash flow -299 3107 -71 738
IX. Total assets 1084 496 1080579 254 439 260 556
X. Liabilities 399 705 457 550 93 777 110 327
XI. Non-current liabilities 10 991 6520 2579 1572
XIlI. Current liabilities 388 714 451 030 91 198 108 755
XII. Equity 684 791 623 029 160 662 150 229
XIV. Share capital 16 376 16 376 3842 3949
XV. Weighted average number of shares 49 624 000 49 624 000 49 624 000 49 624 000
XVI. Weighted average diluted number of shares 49 624 000 49 624 000 49 624 000 49 624 000
XVII. Earnings per ordinary share (PLN/EUR) 1,22 1,73 0,29 0,41
XVIII. Diluted earnings per ordinary share (PLN/EUR) 1,22 1,73 0,29 0,41
XIX. Book value per share (PLN/EUR) 13,80 12,55 3,24 3,03
XX. Diluted book value per share (PLN/EUR) 13,80 12,55 3,24 3,03
XXI. Declared or paid dividend per share (PLN/EUR) 0,00 0,00 0,00 0,00

SIGNATURES OF ALL MEMBERS OF THE MANAGEMENT BOARD

Date First name and surname Position Signature
March 20th 2015 | Michael Wolff President of the Management Board
March 20th 2015 |Rafat Karcz Member of the Management Board, Chief
Financial Officer
March 20th 2015 |Gerd Schubert Member of the Management Board, Chief
Operating Officer
March 20th 2015 | Wojciech Gatkiewicz Member of the Management Board, Chief
Transformation Officer
March 20th 2015 | Dariusz Tomaszewski Member of the Management Board, Sales
Director
SIGNATURE OD THE PERSON RESPONSIBLE FOR ACCOUNT KEE PING
Date First name and surname Position Signature
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records
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OPINION OF THE INDEPENDENT AUDITOR

To the General Meeting of Pfleiderer Grajewo S.A.
Opinion on the Separate Financial Statements

We have audited the accompanying separate financial statements of Pfleiderer Grajewo S.A., with
its registered office in Grajewo, ul. Wiérowa 1 (“the Company”), which comprise the separate
statement of financial position as at 31 December 2014, the separate statement of comprehensive
income, the separate statement of changes in equity and the separate statement of cash flows for
the year then ended and notes comprising a summary of significant accounting policies and other
explanatory information.

Management’s and Supervisory Board’s Responsibility for the Financial Statements

Management of the Company is responsible for the accuracy of the accounting records and the
preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards, as adopted by the European Union and with other applicable
regulations and preparation of the report on the Company’s activities. Management of the
Company is also responsible for such internal control as management determines is necessary to
enable the preparation of the financial statements that are free from material misstatement, whether
due to fraud or error.

According to the Accounting Act dated 29 September 1994 (Official Journal from 2013, item
330 with amendments) (“the Accounting Act”), Management of the Company and members of the
Supervisory Board are required to ensure that the financial statements and the report on the
Company’s activities are in compliance with the requirements set forth in the Accounting Act.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements and whether the financial
statements are derived from properly maintained accounting records based on our audit. We
conducted our audit in accordance with section 7 of the Accounting Act, National Standards on
Auditing issued by the National Council of Certified Auditors and International Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements and the accounting
records from which they are derived are free of material misstatements.

1
KPMG Audyt Spétka z ograniczong KPMG Audyt Spéika z ograniczonag odpowiedzialnoscig Spétka zarejestrowana
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with KPMG Cooperative ("KPMG International”), Cooperative ("KPMG Internaticnal "), podmiotem prawa Gospodarczy Krajowego NIP 527-261-63-62
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An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management of the Company, as well as evaluating the overall presentation of the financial
Statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion

In our opinion, the accompanying separate financial statements of Pfleiderer Grajewo S.A. have
been prepared and present fairly, in all material respects, the unconsolidated financial position of
the Company as at 31 December 2014 and its unconsolidated financial performance and its
unconsolidated cash flows for the year then ended, in accordance with International Financial
Reporting Standards as adopted by the European Union, are in compliance with the respective
regulations and the provisions of the Company’s articles of association that apply to the
Company’s separate financial statements and have been prepared from accounting records, that, in
all material respects, have been properly maintained.

Specific Comments on Other Legal and Regulatory Requirements

Report on the Company’s Activities

As required under the Accounting Act, we report that the accompanying report on the Company’s
activities includes, in all material respects, the information required by Art. 49 of the Accounting Act
and by the Decree of the Ministry of Finance dated 19 February 2009 on current and periodic
information provided by issuers of securities and the conditions for recognition as equivalent
information required by the law of a non-Member State (Official Journal from 2014, item 133) and

the information is consistent with the financial statements.

On behalf of KPMG Audyt Spétka z ograniczong odpowiedzialnoscia sp.k.
Registration No. 3546

ul. Chiodna 51

00-867 Warsaw

Signed on the Polish original
Monika Bartoszewicz

Key Certified Auditor
Registration No. 10268
Limited Liability Partner
with power of attorney

18 March 2015
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General

General information about the Company

Company name
Pfleiderer Grajewo S.A.
Registered office

ul. Wiérowa 1
19-203 Grajewo

Registration in the register of entrepreneurs of the National Court Register

Registration court: District Court in Biatystok, XII Commercial Department of the
National Court Register

Date: 9 May 2001

Registration number: KRS 0000011422

Share capital as at
the end of reporting period: ~ PLN 16,375,920.00

Management of the Company

The Management Board is responsible for management of the Company.

As at 31 December 2014, the Management Board of the Company was comprised of the
following members:

* Wojciech Gatkiewicz — President of the Management Board,
¢ Rafat Karcz — Member of the Management Board,
* Dariusz Tomaszewski ~ Member of the Management Board.

According to the resolution of the Supervisory Board dated 16 February 2015,
Mr. Wojciech Gatkiewicz was recalled from the position of President of the Management
Board and he was appointed for the position of Member of the Management Board —
Transformation Director.

According to the resolution of the Supervisory Board dated 16 February 2015,
Mr. Michael Wolff was appointed for the position of President of the Management Board.

According to the resolution of the Supervisory Board dated 16 February 2015,
Mr. Gerd Schubert was appointed for the position of Member of the Management Board —
Operations Director.

Key Certified Auditor and Audit Firm Information

Key Certified Auditor information

Name and surname: Monika Bartoszewicz
Registration number: 10268
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1.2.2. Audit Firm information
Name: KPMG Audyt Spétka z ograniczong odpowiedzialnoscia sp.k.
Address of registered office: ul. Chtodna 51, 00-867 Warsaw
Registration number: KRS 0000339379
Registration court: District Court for the Capital City of Warsaw in Warsaw,
XII Commercial Department of the National Court Register
NIP number: 527-26-15-362

1.3.

14.

KPMG Audyt Spoétka z ograniczona odpowiedzialnoscig sp.k. is entered into the register of
audit firms, maintained by the National Council of Certified Auditors, under number 3546.

Prior period financial statements

The separate financial statements for the financial year ended 31 December 2013 were audited
by KPMG Audyt Spétka z ograniczong odpowiedzialnoscig sp.k. and received an unmodified
opinion.

The separate financial statements were approved at the General Meeting on 30 June 2014
where it was resolved to allocate the net profit for the prior financial year of
PLN 86,003 thousand to reserve capital.

The separate financial statements were submitted to the Registry Court on 3 July 2014.

Audit scope and responsibilities

This report was prepared for the General Meeting of Pfleiderer Grajewo S.A. with its
registered office in Grajewo, ul. Wiérowa 1 and relates to the separate financial statements
comprising: the separate statement of financial position as at 31 December 2014, the separate
statement of comprehensive income, the separate statement of changes in equity and the
separate statement of cash flows for the year then ended and notes comprising a summary of
significant accounting policies and other explanatory information.

The audited Company prepares its separate financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union on the basis of
the dectsion of General Meeting dated 28 June 2005.

The separate financial statements were audited in accordance with the contract dated
8 October 2014, concluded on the basis of the resolution of the General Meeting dated
23 June 2010 on the appointment of the auditor.

We conducted the audit in accordance with section 7 of the Accounting Act dated
29 September 1994 (Official Journal from 2013, item 330 with amendments) (“the
Accounting Act”), National Standards on Auditing issued by the National Council of Certified
Auditors and International Standards on Auditing.

We audited the separate financial statements at the Company during the period from
24 to 28 November 2014, from 19 to 23 January 2015, and additional procedures has been
performed outside the Company’s head office from 23 February to 13 March 2015.

Management of the Company is responsible for the accuracy of the accounting records and
the preparation and fair presentation of the financial statements in accordance with
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International Financial Reporting Standards as adopted by the European Union and with other
applicable regulations and preparation of the report on the Company’s activities.

Our responsibility is to express an opinion and to prepare a supplementary report on the audit
of the separate financial statements and whether the financial statements are derived from
properly maintained accounting records based on our audit.

Management of the Company submitted a statement dated as at the same date as this report as
to the true and fair presentation of the accompanying separate financial statements, which
confirmed that there were no undisclosed matters which could significantly influence the
information presented in the separate financial statements,

All required statements, explanations and information were provided to us by Management of
the Company and all our requests for additional documents and information necessary for
expressing our opinion and preparing the report have been fulfilled.

The scope of the work planned and performed has not been limited in any way. The method

and scope of our audit is detailed in working papers prepared by us and retained in the offices
of the Audit Firm.

The Key Certified Auditor and the Audit Firm fulfill the independence requirements as
described in Art. 56 points 3 and 4 of the Act on Certified Auditors and their Self-
Governance, Audit Firms authorized to Audit Financial Statements and Public Oversight
dated 7 May 2009 (Official Journal from 2009 No. 77, item 649 with amendments).



Pfleiderer Grajewo S.A.
The supplementary report on the audit of the separate financial statements
Jor the financial year ended 31 December 2014

TRANSLATION
. L .
2.  Financial analysis of the Company
2.1. Summary analysis of the separate financial statements
2.1.1. Separate statement of financial position
ASSETS 31.12.2014 % of total 31.12.2013 % of total
PLN '000 PLN '000
Non-current assets
Property, plant and equipment 155,814 144 116,340 10.8
Intangible assets 2,582 0.2 1,619 0.2
Investments in subsidiaries 785,752 72.5 785,752 727
Other long term financial assets 75 - 18,738 1.7
Term loans granted to subsidiaries 10,027 0.9 9,525 0.9
Long term receivebles - prepayments for tangible fixed assets - - 4,936 0.4
Fair value of hedging instruments 626 0.1 - -
Total nen-current assets 954,876 88.0 936,910 86.7
Current assets
Inventories 74,031 6.8 65,240 6.0
Trade and other receivables 50475 4.7 53,204 4.9
Income tax receivable - - 20,399 1.9
Cash and cash equivalents 4,527 0.4 4,826 0.5
Fair value of hedging instruments 587 0.1 - -
Total current assets 129,620 12.0 143,669 133
TOTAL ASSETS 1,084,496 100.0 1,080,579 100.0
EQUITY AND LIABILITIES 31.12.2014 % of total 31.12.2013 % of total
PLN '000 PLN '000
Equity
Share capital 16,376 1.5 16.376 1.5
Share premium 289,806 26.7 289,806 26.8
Reserve capital 293,765 27.1 207,762 19.2
Cash flow hedge reserve 1,213 0.1 - -
Retained earnings 83,631 7.7 109,085 10.1
Total equity 684,791 63.1 623,029 57.6
Liabilities
Employee benefits 8,754 0.8 6,114 0.6
Deferred tax Hability 2,237 0.2 406 -
Total non-current liabilities 10,991 1.0 6,520 0.6
Loans and borrowings 11,149 1.0 26,652 2.5
Income tax payable 470 0.1 - -
Related party liabilities from debt
securities 278,503 25.7 289,671 26.8
Trade and other payables 85,184 7.9 122,112 11.3
Employee benefits 13,408 12 12,595 1.2
Total current liabilities 388,714 359 451,030 41.8
Total liabilities 399,705 36.9 457,550 424
) 1 2 TOTAL EQUITY AND LIABILITIES 1,084,496 100.0 1,080,579 100.0
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01.01.2014 - % of total 01.01.2013 - % of total

31.12.2014 sales 31.12.2013 sales
PLN '000 PLN '000
Revenue 652,518 100.0 669,253 100.0
Cost of sales (555.211) 85.1 (576,239) 86.1
Gross profit on sales 97,307 14.9 93,014 13.9
Other operating income 6,604 1.0 4,878 0.7
Distribution expenses (38.657) 59 (29.908) 45
General and administrative expenses (23,765) 3.7 (27.379) 4.1
Other operating expenses 2.191) 03 (1,021) 0.1
Results from operating activities 39,298 6.0 39,584 59
Finance income 39,342 6.0 106,123 159
Finance expenses (12,545) 1.9 (21,500) 32
Net finance income 26,797 4.1 84,623 127
Profit before income tax 66,095 10.1 124,207 18.6
Income tax expense (5,546) 0.8 (38,204) 57
Profit for the period 60,549 923 86,003 129
OTHER COMPREHENSIVE INCOME
Cash flow hedge - effective portion of changes in fair value 1,213 0.2 - -
Other comprehensive income 1,213 0.2 - -
Total comprehensive income for the period 61,762 9.5 86,003 12.9
Basic earnings per share (PLN) 122 - 1.73 "
1.22 . 1.73 -

Diluted earnings per share (PLN)
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Selected financial ratios

2014 2013 2012

1.  Return on sales

profit for the period x 100% 9.3% 12.9% 1.7%

revenue

2. Return on equity

profit for the period x 100% 9.7% 16.0% 2.3%
equity - profit for the period

3. Debtors' days

average trade receivables (gross) x 365 days 18 days 29 days 27 days

revenue
4.  Debt ratio
liabilities x 100% 37.0% 42.4% 62.5%

equity and liabilities
5. Current ratio

current assets 0.3 0.3 0.9

current liabilities

Revenue includes revenue from sales of finished products, merchandise and raw materials.
®  Average trade receivables represent the average of trade receivables at the beginning and at the
end of the period, with no deduction made for allowances.
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Detailed report

Accounting system

The Company maintains current documentation describing the applied accounting principles
adopted by the Management Board to the extent required by Art. 10 of the Accounting Act.

During the audit of the separate financial statements, we tested, on a sample basis, the
operation of the accounting system.

On the basis of the work performed, we have not identified any material irregularities in the
accounting system, which have not been corrected and that could have a material effect on the
separate financial statements. Our audit was not conducted for the purpose of expressing
a comprehensive opinion on the operation of the accounting system.

The Company performed a physical verification of its assets in accordance with the
requirements and time frame specified in Art. 26 of the Accounting Act, and reconciled and
recorded the result thereof in the accounting records.

Notes to the separate financial statements

All information included in the notes to the separate financial statements, comprising of
a summary of significant accounting policies and other explanatory notes, is, in all material
respects, presented accurately and completely. This information should be read in conjunction
with the separate financial statements.

Report on the Company’s activities

The report on the Company’s activities includes, in all material respects, information required
by Art. 49 of the Accounting Act and by the Decree of the Ministry of Finance dated
19 February 2009 on current and periodic information provided by issuers of securities and
the conditions for recognition as equivalent information required by the law of a non-Member
State (Official Journal from 2014, item 133) and the information is consistent with the
separate financial statements.

On behalf of KPMG Audyt Spétka z ograniczong odpowiedzialnoscia sp.k.
Registration No. 3546

ul. Chiodna 51

00-867 Warsaw

Signed on the Polish original
Monika Bartoszewicz

Key Certified Auditor
Registration No. 10268
Limited Liability Partner
with power of attorney

18 March 2015



Letter of the President of the Board

Dear All,

The year 2014 was for Pfleiderer Grajewo a peribdstable development. The growth
dynamics of the furniture production in Poland evet a two-digit level compared to the
previous year. The favourable development of theketaresulted mostly from the demand
growth on the domestic market as well as growingpeixto the Western Europe. Conversely,
Eastern markets were placed on an opposite sidinews unstable geopolitical situation
reflected in reduced number of sales orders.

In 2014, revenues were analogical to the previaa'y results. Maintaining stable values
was reached by changes introduced to the producand pricing policy concerning selected
products. The prices of basic raw materials usetienrmanufacturing process, i.e. wood and
resin, remained on a similar level compared toptleeious year, while the electricity and fuel
costs decreased. The capacities of the key pramtudines were fully utilised ensuring
therefore optimal distribution of fixed costs. Télgove mentioned factors in conjunction with
the implemented operational efficiency improvemamigrammes were reflected in the gross
margin of nearly 15%.

The investment programme, totalled at PLN 57.5mnmed at the plant modernisation,
adjusting the production potential to the markemded and improving cost efficiency
contributed to the improvement of the financialfpenance. Execution of the programme led
to further cost reduction and a product quality iayement.

In January 2014 Pfleiderer Grajewo SA finalised fhechase of minority share in its
subsidiary, MDF Grajewo. Eventually, Pfleiderer feveo SA acquired 100% of shares in all
the subsidiaries.

In December it was signed a 2-year contract fordeslevery of our products to the strategic
partner - FM Forte S.A. of an approximate valu®bN 306 m.

The 2015 strategy is targeted at the initiationaoprocess of multi-layer integration of
organisational structures within a Pfleiderer Groidipe unification of the processes and
activities will lead to increasing the market arabtccompetitiveness, exploring new market
potentials, transferring a technology and releasingumber of synergies from common
operations. HR development plan will be set up ssthe organisation.

Yours faithfully,

Michael Wolff
President of the Board
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Pfleiderer Grajewo S.A.

(all amounts in PLN thousand)

MANAGEMENT BOARD'S STATEMENT

Pursuant to the Regulation of the Minister of Foeon current and periodic information to be punds

by issuers of securities and conditions for rectigmias equivalent of information whose disclosisre
required under the laws of a non-member stateddagbruary 19th 2009 (consolidated text, Dz. U. of
2014, item 133), the Pfleiderer Grajewo ManagenB@@rd represents that to the best of its knowledge
the annual separate financial statements for the geded December 31st 2014 and the comparatige dat
have been prepared in compliance with the appkcabtounting policies and give a fair and cleawvie
of the Company'’s assets, financial standing ananfiral results, and that the annual separate Digct
Report on the Company’s operations gives a fawweé its development, achievements and standing,
including a description of the key risks and thseat

The Management Board of Pfleiderer Grajewo S.Aresgnts that the audit firm which audited the
annual separate financial statements was appamtegimpliance with applicable laws, and that bdié t
audit firm and the auditors who performed the aadiet the conditions required to issue an objectiv
independent opinion on the audited annual sepdrasncial statements, in accordance with the
applicable laws and professional standards.

Michael Wolff
President of the Management Board

Rafat Karcz Gerd Schubert

Member of the Management Board, Chief Member of the Management Board, Chief
Financial Officer Operating Officer

Wojciech Gatkiewicz Dariusz Tomaszewski

Member of the Management Board, Chief Member of the Management Board, Sales
Transformation Officer Director

Grajewo, March 18th 2015



Pfleiderer Grajewo S.A.

(all amounts in PLN thousand)

ANNUAL SEPARATE FINANCIAL STATEMENTS

Statement of comprehensive income

Jan 1- Jan 1-
Note Dec 31 2014 Dec 31 2013

Revenue 652,518 669,253
Cost of sales 4 (555,211) (576,239)
Gross profit 97,307 93,014
Other income 2 6,604 4,878
Distribution costs 4 (38,657) (29,908)
Administrative expenses 4 (23,765) (27,379)
Other expenses 3 (2,191) (1,021)
Operating profit 39,298 39,584
Finance income 39,342 106,123
Finance costs (12,545) (21,500)
Net finance income 6 26,797 84,623
Profit before tax 66,095 124,207
Income tax expense 7 (5,546) (38,204)
Net profit 60,549 86,003
Other comprehensive income

Effective portion of gains on fawralue measurement of hedgi

instruments 1,213 0
Other comprehensive income for the period 1,213 0
Total comprehensive income for the period 61,762 86,003
Basic earnings per share (PLN) 16 1.22 1.73
Diluted earnings per share (PLN) 16 1.22 1.73

Supplementary notes to the annual separate firlsstatements
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Pfleiderer Grajewo S.A.

(all amounts in PLN thousand)

Statement of changes in equity

As at Jan 1 2013

Comprehensive income for the period

Net profit

Total comprehensive income for the period
Transactions with owners recognised in equity
Transfer of 2012 net profit to statutory reservieds
Total transactions with owners recognised in equity
As at Dec 31 2013

As at Jan 1 2014

Comprehensive income for the period

Net profit
Effective portion of gains on fair-value measuret@frhedging
instruments

Total comprehensive income for the period
Transactions with owners recognised in equity
Transfer of 2013 net profit to statutory reserveds
Total transactions with owners recognised in equity
As at Dec 31 2014

Share capital Share premium Statutory Cash flow Retained
reserve funds hedges earnings Total
16,376 289,806 195,759 0 35,085 537,026
0 0 0 86,003 86,003
0 0 0 86,003 86,003
0 12,003 0 (12,003) 0
0 12,003 (12,003) 0
16,376 289,806 207,762 0 109,085 623,029
16,376 289,806 207,762 0 109,085 623,029
0 0 0 60,549 60,549
1,213 0 1,213
1,213 60,549 61,762
0 86,003 0 (86,003) 0
0 86,003 0 (86,003) 0
16,376 289,806 293,765 1,213 83,631 684,791
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Pfleiderer Grajewo S.A.

(all amounts in PLN thousand)

Statement of financial position

Assets

Property, plant and equipment

Intangible assets

Investments in subsidiaries

Other non-current financial assets

Non-current loans advanced to subsidiaries
Prepayments for property, plant and equipment
Derivatives

Non-current assets

Inventories

Trade and other receivables
Income tax receivables
Cash and cash equivalents
Derivatives

Current assets

Total assets

Equity and liabilities
Equity

Share capital

Share premium
Statutory reserve funds

Effective portion of gains on fair-value measuretr@frhedging

instruments
Retained earnings
Total equity

Liabilities

Employee benefit obligations
Deferred tax liabilities
Non-current liabilities

Borrowings and other debt instruments

Income tax payable

Liabilities to related parties under debt secusitie
Trade and other payables

Employee benefit obligations

Current liabilities

Total liabilities

Total equity and liabilities

Note Dec 31 2014 Dec 31 2013
8 155,814 116,340
9 2,582 1,619
10 785,752 785,752

11 75 18,738
10 10,027 9,525
0 4,936
21 626 0
954,876 936,910
13 74,031 65,240
14 50,475 53,204
0 20,399
26 4,527 4,826
21 587 0
129,620 143,669
1,084,496 1,080,579
15 16,376 16,376
289,806 289,806
293,765 207,762
1,213 0
83,631 109,085
684,791 623,029
18 8,754 6,114
12 2,237 406
10,991 6,520
0 11,149 5%6,6
470 0
20 278,503 289,671
19 85,184 122,112
18 13,408 12,595
388,714 451,030
399,705 457,550
1,084,496 1,080,579
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Pfleiderer Grajewo S.A.

(all amounts in PLN thousand)

Statement of cash flows

Jan 12014 Jan 12013

Note Dec 31 2014 Dec 31 2013
Cash flows from operating activities
Net profit 60,549 86,003
Adjustments (8,536) (23,032)
Depreciation and amortisation 4 17,029 14,122
Foreign exchange gains (1,517) (1,297)
Dividend and interest for the period (26,218) 35,1
Gain/loss on disposal of shares 116 (92,026)
Gain/loss on investing activities (217) 78
Income tax expense accrued 7 5,546 38,204
Movements in working capital
Decrease in trade and other receivables 8,529 ,6629
Increase in inventories (8,791) (3,539)
Decrease in trade and other payables 26 (7,423) 7,296)
Increase in employee benefit obligations 3,453 15@,
Result on forward contracts 899 2,332
Other adjustments 58 (3,556)
Cash flows from operating activities 52,013 6279
Interest received 150 910
Interest paid a7) (94)
Income tax received/paid 17,155 (59,182)
Net cash from operating activities 69,301 4,605
Cash flows from investing activities
Disposal of property, plant and equipment 217 309
Interest received 0 24
Dividend received 6 37,995 9,991
Acquisition of non-controlling interests (30,341) (193,132)
Disposal of a subsidiary 5,860 687,764
Acquisition of intangible assets and property, pkmd equipment (44,374) (22,359)
Adjustments for spare parts 0 (241)
Repayment of loans advanced 0 4,514
Loans advanced 0 (9,263)
Net cash from investing activities (30,643) 47708
Cash flows from financing activities
Repayment of borrowings and other debt instruments (15,503) (483,358)
Increase in borrowings and other debt instruments 0 26,652
Redemption of debt securities (1,472,296) (1,021,461)
Issue of debt securities 1,460,809 1,019,448
Interest paid (11,967) (20,386)
Net cash from financing activities (38,957) (47905)
Total net cash flows (299) 3,107
Increase/(decrease) in cash (299) 3,107
Cash at beginning of the period 4,826 1,719
Cash at end of the period 26 4,527 4,826
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

Notes to the annual separate financial statements

1.

General information
Pfleiderer Grajewo S.A. is a listed joint-stock quany registered in Poland.

The Company, under its former name of Zaklady RYidrowych S.A. of Grajewo, was originally
registered on July 1st 1994 by the District Co@dmmercial Court of towa, in Section B of the
Commercial Register under entry No. 270. Subsetjyemt May 9", 2001, it was registered by the
District Court of Biatystok, Xl Commercial Divisio of the National Court Register, under entry No.
KRS 0000011422. On Septembef"18002, the Company’s Management Board receivedébision of
the District Court of Biatystok on entering the Qmany’'s new name, Pfleiderer Grajewo S.A., in the
National Court Register.

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

In accordance with the Polish Classification of iBass Activities, the Company’s business is reggste
under No. 1621 Z.

As at December 31st 2014, Pfleiderer Grajewo Sa&s the parent of the following companies:

- Pfleiderer Prospan S.A. located in Wieruszow,

- Silekol Sp. z 0. 0. located irc#zierzyn Kale,

- Pfleiderer MDF Sp. z o0.0. located in Grajewo,

- Jura Polska Sp. z 0.0. located in Grajewo,

- Unifloor Sp. z 0. o. (in liquidation) located in Wieruszow,

- Pfleiderer Service Sp. z 0.0. located in Grajew

- Grajewo OO0 located in Novgorod (Russia).

Moreover, as at December 31st 2014, Pfleidererela@jS.A. held a 50% interest in joint venture Blitz
11-446 GmbH.

These annual separate financial statements wergowggp by the Management Board on
March 18", 2015.

The Company prepared the consolidated financigsnts for the financial year ended Decembér 31
2014, which were approved by the Management Boarndarch 18, 2015.

Consolidated financial statements at the levehefultimate parent of the group to which the Compan
belongs as a subsidiary will be prepared by Atla8tiA. of Luxembourg.

The Company’s principal business activity:

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

- manufacture of laminated and raw chipboards aneretlood and wood-based products,
- manufacture of other wood products,
- coating and impregnation of paper and cardboard.
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

Composition of the Management Board and the Supersory Board
As at December 31st 2014, the composition of the@my’'s Management Board was as follows:

1. Wojciech Gitkiewicz President of the Management Board
2. Rafat Karcz Member of the Management Board
3. Dariusz Tomaszewski Member of the Management Board

During 12 months ended December 31st 2014, no esaity the composition of the Company’s
Management Board. On February 16th 2015 the SigmegwBoard of Pfleiderer Grajewo S.A.:

- elected Mr Michael Wolff as the President of @@mpany’s Management Board,

- elected Mr Gerd Schubert as the Member of the 2amy's Management Board, Chief Operating
Officer,

- recalled Mr Wojciech @kiewicz from the position of President of the Mgament Board, and
appointed him for the position of the Member of lh@nagement Board, Transformation Director.

As at the date of issue of these financial statésnghe composition of the Company’s Management
Board was as follows:

1. Michael Wolff President of the Management Board
2. Rafat Karcz Member of the Management Board
3. Gerd Schubert Member of the Management Board
4. Wojciech Gytkiewicz Member of the Management Board
5. Dariusz Tomaszewski Member of the Management Board
As at December 31st 2014, the composition of the@@my’'s Supervisory Board was as follows:
1. Michael Wolff Chairman of the Supervisory Board
2. Jochen Schapka Member of the Supervisory Board
3. Gerd Schubert Member of the Supervisory Board
4. Richard Mayer Member of the Supervisory Board
5. Jan Waniak Member of the Supervisory Board

During 12 months ended December 31st 2014, thewolg changes in the composition of the
Company’s Supervisory Board occurred:

1. On June 23rd 2014, Mr Gerd Hammerschmidt resigmenh fthe position of the Member of the
Supervisory Board of Pfleiderer Grajewo S.A. effiecfrom June 29th 2014.

2. On June 30th 2014, Mr Gerd Schubert was appoimtethé position of the Member of the Parent’s
Supervisory Board.

After December 31st 2014, the following changegshe composition of the Company’'s Supervisory
Board occurred:

1. On January 30th 2015, pursuant to a ResolutioheEitraordinary General Meeting of the Company
Mr Michael Wolff was recalled from the position tife Chairman of the Supervisory Board, and Mr
Gerd Schubert was recalled from the position ofearider of the Supervisory Board.

- On January 30th 2015, the Extraordinary GeneraltiMgeppointed Mr Paolo G. Antonietti and Mr

Michael F. Keppel to the Supervisory Board.

On February 16th 2015 the Supervisory Board apedidlr Paolo G. Antonietti for a position of
Chairman of Supervisory Board and Mr. Michael F.pgel for a position of Vice Chairman of the
Supervisory Board.

All duties and responsibilities of the audit contedt were transferred to the Company Supervisory
Board.
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

As at the date of issue of these financial statésnghe composition of the Supervisory Board was as
follows:

1. Paolo G. Antonietti Chairman of the Supervisory Bba

2. Michael F. Keppel Deputy-Chairman of the Superw$oard
3. Jochen Schapka Member of the Supervisory Board

4. Richard Mayer Member of the Supervisory Board

5. Jan Waniak Member of the Supervisory Board

Periods covered by the separate financial statemenaind the comparative data

These annual financial statements have been pefar¢he year ended December 31st 2014, while the
comparative financial data and notes relate toyéae ended December 31st 2013.

Basis of preparation
Statement of compliance

These annual separate financial statements have frepared in accordance with the International
Financial Reporting Standards endorsed by the Eamp/nion (“the EU IFRS”).

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

The Company has elected not to apply early the stawdards and interpretations which have already
been published and endorsed by the European Unibrwil become effective subsequent to the
reporting date.

Sandards and inter pretations adopted by the | ASB and endorsed by the EU

IFRIC Interpretation 21 Levies

Amendments to IAS 19 Employee Benefits entitlediizel Benefit Plans: Employee Contributions
Improvements to IFRS (2010-2012)

Improvements to IFRS (2011-2013)

IFRS as adopted by the EU do not differ signifigaftom the regulations adopted by the Internationa
Accounting Standards Board (IASB), except for thkofving standards, amendments to standards and
interpretations, which as of the date of publicatdd the financial statements have not been apprfae
use:

Sandards and Interpretations adopted by the Board (IASB) and pending approval by the EU on 31
December 2014

IFRS 9 Financial Instruments (2014)
IFRS 14 Regulatory Deferral Accounts
IFRS 15 Revenue from Contracts with Customers

Accounting for Acquisitions of Interests in Jointp&ations (Amendments to IFRS 11 Joint
Arrangements)

Clarification of Acceptable Methods of Depreciati@md Amortisation (Amendments to IAS 16 Property,
Plant and Equipment and IAS 38 Intangible Assets)

Agriculture: Bearer Plants (Amendments to IAS l@gerty, Plant and Equipment and IAS 41
Agriculture)
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b)

d)

Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)
Equity Method in Separate Financial Statements {Adngents to IAS 27 Separate Financial Statements)

Sale or Contribution of Assets between an Inveatat its Associate or Joint Venture (Amendments to
IFRS 10 Consolidated Financial Statements and B 1Zestments in Associates)

Improvements to IFRS (2012-2014)

Investment Entities: Applying the Consolidation Egtion (Amendments to IFRS 10 Consolidated
Financial Statements, IFRS 12 Disclosure of Intsréis Other Entities and IAS 28 Investments in
Associates and Joint Ventures)

Disclosure initiative (Amendments to IAS 1 Presdataof Financial Statements)

According to the Group, abovementioned standarderpretations and amendments to standards would
not have a material impact on the consolidatechired statements, if they had been applied by treu®

at the reporting date, with the exception of IFRS'Fnancial Instruments”, which could have a
significant impact on the classification and vailoiatfinancial assets. Upon initial application, January

1, 2017 year impact of the new IFRS 15 will dependhe specific facts and circumstances relating to
contracts with customers, the Group is a party. Gneup has not yet analyse the impact of the new
standards on its financial position and resultsprations.

Basis of accounting

These annual separate financial statements have grepared in compliance with the historical cost
convention, with the exception of financial derivas which were measured at fair value.

Functional and presentation currency

All amounts disclosed in these separate finant#ements are expressed in the Polish zloty (Plod) a
rounded to the nearest thousand, unless indicéitedvase. The Polish zloty is the functional cuagf
the Company.

Estimates and judgements

The preparation of these separate financial statemie conformity with the EU IFRS requires making
certain estimates and assumptions which affecwvéiiges disclosed in the financial statements aed th
related notes. While the assumptions and estimsted are based on the Management Board's best
knowledge of current activities, operations and ellgyments, the actual results may differ from
projections.

Estimates and underlying assumptions are reviewe@ro ongoing basis. Any change in accounting
estimates is recognised in the period in which sal@nge occurred or in the current and future derib
the estimate change relates to both the currenfuanick periods.

In particular, significant areas of uncertaintylwiespect to the estimates as well as the judgesmesnde
during the application of accounting policies whibad the most significant effect on the figures
disclosed in the financial statements are preséntt following Notes:

Notes to the annual separate financial statem@ttapter 6, Section e (iv) and f (iii) — useful kvef
property, plant and equipment and intangible assaigetermined based on useful lives of property,
plant and equipment and intangible assets ande@@t least annually.

Note 12 — Corporate income tax - recognition ofpooate income tax or settlement of losses carried
forward based on the assumption that in future@akable income will be generated.

Note 8 — Recoverable value of non-financial norrenir assets - if there is an indicator for impaintne
the recoverable amount of non-financial non-curasyets is determined by higher of fair value less
cost to sell or value in use (based on discoundsth ilows) by applying the proper discount rates{co
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)
of capital, increase rates).

Note 14 — derecognition of trade receivables frdra statement of financial position based on
assessment of transfer of risks and rewards, andingng involvement.

Note 18 — Measurement of liabilities under defieeaployee benefits. Employee benefits are evaluated
by an actuary. The valuation is based on certaguraptions regarding interest rates, remuneration
increase, inflation rate, and employee turnover,

Note 21 — Valuation of financial instruments — fa&lue of financial instruments is measured using
valuation models for financial instruments,

Note 22 — Classification of lease agreements Magagement Board classifies lease agreements based
on assessment of acquired/transferred risks andrdswassociated with the assets used under a lease
agreement.

Note 24 — Contingent liabilities — recognition afntingent liabilities requires estimating the riskd
probable outflow of economic benefits as well anileg the best estimate of the expenditure reguire
to settle the present obligation at the end of npgp period.

Significant accounting policies

The Company’s accounting policies, have been appiensistently to all periods presented in these
financial statements, and are consistent with tieips applied in the previous year.

Transactions in foreign currencies

Any transaction involving sale or purchase of aifgn currency is translated into the Polish zletying
the exchange rate applied by the entity’s bankiertransaction dates.

Any transaction expressed in a foreign currendyaisslated into the Polish zloty on the transactiate
using the average exchange rate quoted by thendhtBank of Poland for a given currency for theedat
immediately preceding the transaction date.

Monetary assets and liabilities expressed in foreigrrencies are translated as at the reporting wking
average exchange rate quoted by the National BaRkland for a given currency for that date.

Non-monetary assets and liabilities valued at hisabcost in foreign currencies are translatecgishe
average exchange rate quoted by the National BaRkland for the transaction date.

Non-monetary foreign currency denominated asseisliabilities measured at fair value are translated
using average exchange rate quoted by the NBfddiair value measurement date.

Foreign currency differences resulting from retlatien are recognised in profit or loss, except for
foreign currency differences arising from retratista of a qualifying cash-flow hedge to the extér
hedge is effective, which are recognised in otloengrehensive income.

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

Dec 31 2014 Dec 31 2013
EUR 4.2623 4.1472
USsSD 3.5072 3.0120
GBP 5.4648 4.9828
RUB 0.0602 0.0914
RON 0.9510 0.9262
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b)

Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

Financial instruments

(i) Non-derivative financial instruments

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

A financial instrument is recognised if the Compdrgcomes a party to the instrument’'s contractual
provisions. Financial assets are derecognised fharstatement of financial position if the Company’
contractual rights to cash flows from the finan@asets expire or if the Company transfers thenéizé
asset to another party without retaining contradwstantially all risks and rewards of the asset.

The Company may transfer financial assets in a tihatysome of the assets will not be derecognided. |
the Company transfers a financial asset in a wayitmeither retains nor transfers substantidllyisks

and rewards of ownership but it retains controltted financial asset then the Company continues to
recognise a financial asset to the extent of itsticaing involvement in the asset. The extent & th
entity’s continuing involvement in the transferrasket is the extent to which the entity is expdeedtie

risk of changes in the value of the transferre@tass

If the entity continues to recognise an asset éoetktent of its continuing involvement, it alsoagnises
the related liability, which is measured in suclay as to reflect the rights and obligations thaténtity
retained with respect to the asset.

Financial liabilities are derecognised from theestgent of financial position if the Group’s obligats
specified in the contract expire or are dischamyechncelled.

Loans advanced and receivables

Loans and receivables are financial assets witddfor determinable payments that are not quotech in
active market. They are initially carried at faalwe plus directly attributable transaction costsd
subsequently measured at amortised cost, usingftbetive interest rate method, less any accumdilate
impairment losses.

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

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

Cash and cash equivalents comprise cash in handdamdnd deposits at banks. Cash and cash
equivalents reported in the statement of cash flimedude the above mentioned cash and cash
equivalents.

Financial liabilities measured at amortised cost

Financial liabilities measured at amortised cost iaitially recognised at fair value plus any dthec
attributable transaction costs, and subsequentlsored at amortised cost using the effective istere
rate method.

Financial liabilities are recognised on the tradeegdwhich is the date on which the Company becames
party to the contractual provisions of the instraime

The Company’s financial liabilities measured at #@imed cost comprise borrowings, debt securities as
well as trade and other payables.

The fair value for disclosure purposes is deterthin@sed on the present value of future cash flowrs f
repayment of principal and interest, discountechgighe market interest rate as at the date of the
statement of financial position.
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d)

Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)
(i) Derivative financial instruments and hedge acounting

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

Initially, financial derivatives are recognised f#tir value; any attributable transaction costs are
recognised in profit or loss as incurred; theredttey are measured at fair value. Gains and losses
measurement at fair value are recognised in poofibss for the period. However, if financial dextives
are classified as hedging instruments, the disobosfigains or losses on change of fair value dégpem
the type of the item hedged with such derivatives.

At inception, the Company formally documents thatrenship between the hedging instrument and the
hedged item. The documentation describes the rehkagement objective and a strategy for undertaking
the hedge, as well as methods to be used by thg&uonto assess the hedge effectiveness.

The Company makes an assessment, both at incegpitbm subsequent periods, whether it is justifeed
expect that the hedging instruments will remairghiy effective” in offsetting changes in fair valoe
cash flows attributable to the hedged risk, duthng entire period for which the hedge was undertak
as well as whether actual results are within aeasfg80-125%. Cash flow hedges are applied forlhigh
probable forecast transactions bearing risk of gearn cash flows whose effects would be recogrised
profit or loss for the period.

The fair value of a currency forward is estimatgddiscounting the difference between the contrdctua
forward rate and the current forward rate for theqa ending on the contract execution date, apglg
risk-free rate (based on T-bill rates).

Cash flow hedges

If a financial derivative is designated to hedggatitity in cash flows related to a specific risermected
with a recognised asset, liability or a highly pabke forecast transaction which could affect profit
loss, the portion of the gain or loss on the heglgiistrument that is determined to be an effedtiedge

is recognised in other comprehensive income ansepted as a separate hedging reserve in equitys Gai
or losses previously recognised in other compralieriacome are transferred to the current period’'s
profit or loss in the same period and in the sate® in which hedged cash flows are recognisedén th
statement of comprehensive income. The ineffeghwdion of changes in fair value of a derivative
instrument is recognised immediately in the pesqatofit or loss.

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

or exercised, or its designation is changed, thegamy ceases to apply hedge accounting prospectivel
If the forecast transaction is not to be effectbd,gains or losses previously recognised in theistent

of comprehensive income are immediately recognisgulofit or loss for the period. Otherwise, amaunt
previously recognised in the statement of comprsiirenincome are recognised in profit or loss in the
same period or periods in which the hedged trammsarhpacts profit or loss.

Investments in subsidiaries

Subsidiaries are all entities with respect to whith Company has the power to govern their findncia
and operating policies in order to derive bendfim their operations.

Investments in subsidiaries classified as non-otir@ssets are recognised at cost. The Company
recognises impairment losses (if any) not laten thiathe end of the reporting period. The valushafres
is reduced by impairment losses (if any).

Investments in jointly controlled entities

Interests in joint ventures are investments joimbntrolled by the Company. It is assumed that the
Company has joint control if strategic financialasperating decisions require unanimous consetiteof
parties sharing control. Investments in jointly woled entities classified as non-current asseés a
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)
recognised at cost, which includes transactionscost

The Company recognises impairment losses (if aay)ater than at the end of the reporting peridae T
value of shares is reduced by impairment lossesgjj.

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

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

Acquisition cost comprises the price for which aegi asset was purchased (i.e. amount due to tiee, sel
less any deductible taxes: VAT and excise tax)Jipaharges (in the case of imports), and cosisctly
related to the acquisition and adaptation of tbeetifor use, including the cost of transport, ilogd
unloading and storage. Rebates, discounts and sithéar reductions decrease the asset acquisibeh
The production cost of property, plant and equipnoera tangible asset under construction compiasies
expenses incurred by a company to construct, Instdbpt or improve such asset, including non-
deductible VAT or excise tax, until the day on whibe asset was available for use. The productish c
comprises also the estimated cost of dismantlimgramoving items of property, plant and equipmast,
well as of restoring them to their initial conditioif such obligation exists. Additionally, the graction
cost includes borrowing costs directly associatdth wihe acquisition or production of an item of
property, plant and equipment or a tangible assééuconstruction.

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

Gain or loss on disposal of an item of propertgnplor equipment is estimated as a difference lmtwe
the disposal proceeds and the carrying amounteoitéim disclosed in the statement of financial {ims;
and is recognised in profit or loss for the period.

(if) Property, plant and equipment used under leasagreements

Lease agreements under which an entity assumetastialty all the risks and benefits resulting fraime
ownership of the property, plant and equipmentchassified as finance lease agreements.

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

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

(iif) Subsequent expenditure

The Company capitalises subsequent expenditurevaméy it is probable that the Company will obtain
future economic benefits associated with the exipered Other expenditure is recognised in profitams
as incurred. Repair and maintenance costs aremseabin profit or loss as incurred.

(iv) Depreciation

Items of property, plant and equipment, or substhand individual elements thereof, are deprediate
over their useful economic lives using the stralgie method, taking into account the residual ealu
Leased assets are depreciated over the shortee tédse term and their useful economic life unieiss
reasonably certain that the Company will obtain emship by the end of the lease term. Land is not
depreciated.
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Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

The Company has adopted the following useful ecandikes for particular categories of property glan
and equipment:

Buildings 25-40 years
Plant and equipment 2-25 years
Vehicles 5-8 years
Other tangible assets 4-8 years

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

Intangible assets
(i) Other intangible assets

Intangible assets with a definite useful life acgdiin a separate transaction are recognised atsittan
cost less accumulated amortisation charges andradated impairment losses.

(i) Subsequent expenditure

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

(iif) Amortisation

Intangible assets are amortised with the straiglat#nethod over their useful economic lives, untess
useful economic lives are indefinite. Intangiblsets with indefinite useful economic lives aredddior
impairment as at the end of each financial yeaheOintangible assets are amortised from the dite t
they are available for use. The estimated useuh@uwic lives of intangible assets are as follows:

Licences 2-3 years
Computer software 2 years

The correctness of the applied useful economics/ivemortisation methods and residual values of
intangible assets is reviewed as at the end of egurting period and adjusted where appropriate.

Inventories

Inventories are recognised at the lower of cost medrealisable value. Net realisable value is the
estimated selling price in the ordinary course udibess, less estimated cost to complete and ¢stima
costs necessary to make the sale.

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

Finished goods and work in progress — cost of tingaterials and labour and an appropriate portion o
indirect production costs, calculated on the basisormal production capacity; based on the weighte
average method.

Impairment losses
(i) Non-derivative financial assets

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

The amount of an impairment loss on a financiabasseasured at amortised cost is estimated as the
difference between the asset’s carrying amountgrEsed in the statement of financial position amel t
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

present value of the future cash flows, discountsidg the original effective interest rate. Impagmh
losses on financial assets available for sale @mgpated by reference to the assets’ present faieva

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

Impairment losses are recognised in profit or fosshe period.

Impairment losses are reversed if a subsequergdserin the recoverable amount can be objectively
attributed to an event occurring after the impamtmecognition date. In such a case, the amoutteof
reversal is recognised in profit or loss for theiqud

(i) Non-financial assets

The carrying amount of non-financial assets othantinventories and deferred tax asset are reviewed
the end of each reporting period to determine wdretthere is any indication of impairment. If anyglsu
indication exists, then the asset’s recoverableusinis estimated.

The recoverable amount of assets of cash-generaitg is higher of an asset’s fair value less ost
sell and its value in use. Value in use is caledldiy discounting present value of estimated futash

flows with a pre-tax interest rate that reflectsrent market assessments of the time value of mandy
the risks specific to the asset. In the case atasshich do not generate independent cash floslagvn

use is estimated for the assets’ smallest idebl&iaash-generating unit.

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

of the cash flows from other assets or groups sétas Impairment losses are recognised in profibss

for the period. Impairment of a cash-generating imiinitially recognised as a decrease in goodwill
allocated to that cash-generating unit (a grougash-generating units), and subsequently as aatecne
the carrying amount of the other assets belongirthdt cash-generating unit (a group of cash-géngra
units) recognised in the statement of financiaitimson a pro-rata basis.

Impairment losses on goodwill are not reversibler Bther assets, at the end of each reporting date
impairment losses recognised in prior periods evéewed to determine if there is any evidence tifway

no longer exist or have decreased. An impairmess l@cognised in prior periods is reversed if the
estimates used to determine the asset’s recoveaatent have changed. An impairment loss is rederse
only up to the carrying amount of the asset (nearabrtisation and depreciation) that would havenbee
determined had no impairment loss been recognised.

Discontinued operations and disposal groups

Assets and liabilities representing a disposal grevhich are expected to generate benefits thraadgn

or distribution rather than through continued umes classified by the Company as held for sale or
distribution, provided that the assets are availdbt immediate sale in their present condition #rel
probability of such a transaction is high. Diredbigfore reclassification as held for sale or disitibn,

the assets (or components of a disposal groupjeaneasured in line with the Company’s accounting
policies. Subsequently, the assets or disposalpgrate recognised at the lower of their carryingamh

or fair value less cost to sell.

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

the value of inventories, financial assets, detertax assets, employee benefit assets, investment
property, which continue to be recognised in acaocg with the Company’s accounting policies.
Impairment on assets initially recognised as hetdsale or distribution is charged to profit ordas the
period. This also applies to gains or losses reguitom subsequent change of value. Gains orvédire
remeasurement are recognised only up to the anabyméviously recognised impairment losses.
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

Intangible assets and property, plant and equipeiassified as assets held for sale or distribugiennot
amortised or depreciated.

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

- a separate significant part of business,

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

- asubsidiary purchased solely for resale.

Operations are classified as discontinued opemfigiowing their disposal or once they meet thteda
to be classified as held for disposal. If the opens are classified as discontinued operations, th
comparative data in the statement of comprehemsoane is restated as if the discontinuation toake
at the beginning of the comparative period.

Equity

(i) Ordinary shares

Ordinary shares are disclosed under equity. Comgstly attributable to the issue of ordinary sisaaad
stock options, adjusted by the effect of taxesycecquity.

(i) Dividends

Dividends are recognised as liabilities in the gebin which the dividend resolution was adopted.
Employee benefits

(i) Defined contribution plan

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

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

In accordance with the remuneration rules, Comgmaagiployees are entitled to receive retirement onu
(upon retirement).

The Company’s retirement bonus obligations are rdéted by estimating the amount of future
remuneration of the employee at the time of theleypge’s retirement, and by estimating the amount of
the future bonus. Retirement bonuses are discouatpdesent value. Retirement bonus obligations are
recognised pro rata to the employee’s expectedHeavfgservice.

The value of future liabilities is calculated bygaalified actuary using the projected unit costhrodt
The employee turnover is estimated based on hisforlata and projections concerning future
employment levels.

Any changes between the balance of employee best@igations as at the beginning and the end of a
reporting period are recognised in profit or lobthe reporting period.

Provisions

Provisions are recognised when the company hasbditly (legal or constructive obligation) resuljin
from past events and when it is probable that ahdigye of this liability would cause an outflow of
economic benefits, and the amount of the liabitiyy be reliably estimated. If the effect of timéueaof
money is significant, the amount of provisions éedmined by discounting projected future cash $low
to present value at pre-tax rates reflecting theeot market estimates of the time value of monay a
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

risks, if any, related to a specific liability. tie discounting method is applied, an increaseadnipions
as a result of lapse of time is presented in fiparusts.

Revenue
(i) Revenue from sales of finished goods/merchanéisind services

Revenue from sales of finished goods/merchandigedsgnised at the fair value of the consideration
received or receivable, net of returns, trade dist®and volume rebates.

Revenue is recognised when significant risks amdrgs incidental to the ownership of finished goods
and merchandise have been transferred to the cestand if the revenue amount may be reliably
estimated. The revenue is not recognised if theréueconomic benefits, determination of the costs
incurred, or the possibility of return of finishgdods/merchandise is highly uncertain, or if thenBany

is involved in the management of the sold finisgedds/merchandise on a continuing basis.

Operating lease payments

Payments under operating lease agreements condiyddee Company are recognised in profit or loss
for the period on a straight-line basis duringltese term.

Finance lease payments

Minimum lease payments made under finance leaseapgortioned between finance costs and reduction
of the outstanding liability. Finance costs ar@edked to each reporting period as to obtain ataohs
periodic rate of interest on the remaining amodrthe lease liability.

Net foreign exchange gains/loss

Foreign exchange gains and losses arising in ctionewith operating activities, i.e. realised and
unrealised foreign exchange gains or losses on caséivables and payables, investment liabiliéied

sale of receivables (factoring) are recognisedtirevincome or expenses. Foreign exchange gains and
losses are posted on a net basis as either fimacwae or finance costs.

Net finance income and costs

Finance income includes interest income on fundested by the Company, net gains previously
recognised in other comprehensive income, foreigihange gains (other than those classified in other
income) and dividends receivable. Interest incasmecognised in profit or loss on an accrual basisg

the effective interest rate method. Dividend isoggised in profit or loss on the date when the Camgp

is vested with the right to receive dividend.

Finance costs include interest expense on borr@yimgwinding of the discount on provisions, foreign
exchange losses (other than those classified gr @kpenses), impairment of financial assets (dtien
trade receivables), and reclassification of loggeviously recognised in other comprehensive income
Interest expense that is not directly attributatdethe acquisition, construction or production of a
qualifying asset is recognised in profit or losstfee period. using the effective interest ratehodt

Foreign exchange gains and losses are posted errbasis as either finance income or finance costs.
Income tax expense

Corporate income tax recognised in profit or logsiprises the current and deferred tax. The cuaedt
deferred income tax is recognised in profit or lémsthe period., unless it relates to items recsgph
directly in equity or as other comprehensive income

The current tax is the expected tax payable orivabke for the year, determined using the tax rates
applicable at the end of the reporting period, iactuding any adjustments of the tax due for thevimus
years.
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Pfleiderer Grajewo S.A.
Notes to the annual separate financial statementsifthe financial year ended December
31st 2014

(all amounts in PLN thousand)

The deferred income tax is determined in relatmalt temporary differences existing as at the efnithe
reporting period between the tax value of asseatdiahilities and their carrying amount recognisedhe
statement of financial position and disclosed ad¢bnsolidated financial statements.

Deferred tax asset is not recognised for:

- Temporary differences on initial recognition of etssor liabilities in a transaction that is not a
business combination and that affects neither attowior taxable profit or loss for the period;

- Temporary differences related to investments insslidries and jointly controlled entities to the
extent that the Group is able to control the timiaigeversal of the temporary differences and it is
probable that they will not reverse in the foredbeéuture;

- Taxable temporary differences arising on initiaagnition of goodwill.

Deferred tax asset is recognised in relation taletluctible temporary differences as well as unuard
losses carried forward, in the amount of the prtdbabxable income which would enable these
differences and losses to be used. The amountdsferred tax asset recognised in the statement of
financial position is reviewed as at the end ofhe@porting period and is subject to appropriatiicéion

to the extent it is no longer probable that taxabb®me sufficient for a partial or full realisati@f this
deferred tax asset would be generated.

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

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

Earnings/(Loss) per share

The Company presents basic and diluted earningshage for ordinary shares. Basic earnings peeshar
are calculated by dividing the profit attributatde holders of ordinary shares by the weighted ayeera
number of ordinary shares outstanding during thr@o@eDiluted earnings per share is calculatedntgki
into account the profit attributable to holdersooflinary shares, the average number of ordinargesha
and instruments (if any) with a dilutive effect.

Determination and presentation of operating segmest

An operating segment is a Company component thgagas in business activities from which it may
earn revenue and incur expenses, including revandeexpenses that relate to transactions with &ny o
the Company’s other components. Operating resdltth® operating segments for which financial
information can be identified are reviewed regylably the management to make decisions about
resources to be allocated and to assess the segyiperiormance.

Segment results reported to the management indenhes directly attributable to a segment as well as
those that can be allocated on a reasonable Wasmllocated items comprise mainly general and
administrative assets of the Company, office expgasid income tax assets and liabilities.

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

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

Supplementary notes to the annual separate firlsstatements

20



Pfleiderer Grajewo S.A.
Supplementary notes to the separate financial stateents for the financial year ended
December 31st 2014

(all amounts in PLN thousand)
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Pfleiderer Grajewo S.A.

Supplementary notes to the annual separate finandiatatements for the financial year

ended December 31st 2014

(all amounts in PLN thousand)

1. Operating segments

For information on operating segments, see the @oyip annual consolidated financial statements for

the year ended December 31st 2014.
2. Other income

Jan 12014 Jan 12013

Dec 31 2014 Dec 31 2013

Profit on sale of property, plant and equipment 217 0
Reversal of impairment loss on receivables 1,906 1,469
Compensations received 152 77
Release of unused accruals and deferred income 987 606
Net foreign exchange gains from operating actisitie 823 1,162
Gain on from forward contracts (operating actig}ie 214 934
Other income 2,305 630
Total 6,604 4,878

Other income of PLN 2,305 thousand includes inctnoi the sale of C@emission rights in the amount

of PLN 1,684 thousand.
3.  Other expenses

Jan 12014 Jan 12013
Dec 31 2014 Dec 31 2013
Loss on sale of property, plant and equipment 0 78
Impairment loss on trade receivables 877 95
Receivables written-off 182 3
Damages paid 58 68
Recognition of other provisions 849 464
Other expenses 225 313
Total 2,191 1,021
4.  Operating expense, by nature of expense
Jan 12014 Jan 12013
Dec 31 2014 Dec 31 2013
Raw materials and consumables used 371,647 396,728
Depreciation and amortisation *) 17,029 10,214
Services 50,723 56,196
Taxes and charges 6,712 6,626
Employee benefits expense 56,713 50,671
Merchandise and materials sold 110,154 101,535
Other costs 11,862 10,972
Total costs 624,840 632,942
Change in inventories of finished goods and acsraatl deferrals (4,762) 1,861
Work performed by entity and capitalised to assets (2,445) (1,277)
Total operating expenses 617,633 633,526
including:
Distribution costs 38,657 29,908
Administrative expenses 23,765 27,379
Cost of sales 555,211 576,239
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(all amounts in PLN thousand)

*) The annual depreciation charge in the compagagigriod of PLN 14,122 thousand was reduced by
PLN 3,909 thousand, being a full reversal of thpairment loss on the CPS hydraulic press.

5. Employee benefits expense

Jan 12014 Jan 12013
Dec 31 2014 Dec 31 2013
Salaries and wages payable 43,736 38,233
Employee benefits 10,323 9,452
Increase in retirement bonus obligations 2,919 717
Increase in unused holiday entitlement obligations 165 171
Decrease/increase in bonus obligations (430) 2,098
Total 56,713 50,671
6. Finance income and costs
Disclosed in profit or loss for the period:
Jan 12014 Jan 12013
Dec 31 2014 Dec 31 2013
Interest income 652 2,708
Net foreign exchange gains from financing actigitie 10 0
Gain on forward contracts (financing activities) 685 1,398
Gain on disposal of shares and assets in subsigliari 0 92,026
Dividend income 37,995 9,991
Finance income 39,342 106,123
Interest expense 12,360 19,834
Net foreign exchange loss from financing activities 0 1,013
Losses on disposal of shares and assets in suiessdia 116 0
Other finance costs 69 653
Finance costs 12,545 21,500
Net finance income 26,797 84,623

The above finance income and costs include theviillg items of interest income and interest expense
related to assets and liabilities:

Jan 12014 Jan 12013

Dec 31 2014 Dec 31 2013

Interest income on financial assets 652 2,708
Interest expense on financial liabilities (12,360) (19,834)
(11,708) (17,126)
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Income tax expense

Jan 12014 Jan 12013
Dec 31 2014 Dec 31 2013
Income tax expense
Current portion of income tax 3,715 38,782
Deferred income tax
Relating to origination and reversal of temporaiffedences (2,312) (9,623)
Tax loss 4,143 9,045
1,831 (578)
Income tax disclosed in profit or loss for the pdri 5,546 38,204

Reconciliation of income tax on profit before taxlae statutory tax rate to income tax calculatetha
effective tax rate:

Jan 12014 Jan 12013

Dec 31 2014 Dec 31 2013
Profit before tax % 66 095 % 124 207
Tax at domestic rate 19% 12,558 19% 23,599
Receivables written off following transfer of defios 0% 0 11.39% 14,144
Non-tax-deductible expenses 0.32% 209 1.98% 2,459
Dividends received (10.92%) (7,219) (1.53%) (1,898)
Non-taxable income 0.00% (2) (0.08%) (100)
Effect on income tax (10.61%) (7,012) 11.76% 18,60
Income tax at effective tax rate 8.39% 5,546 376 38,204
Income tax disclosed in profit of the period 5,546 38,204
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Supplementary notes to the annual separate finandiatatements for the financial year ended Decemb&lst 2014

(all amounts in PLN thousand)

Property, plant and equipment

Gross value

As at Jan 1 2013
Increases
Decreases
Transfers

As at Dec 31 2013

As at Jan 1 2014

Increases

Decreases

Transfers

Reclassification of property, plant and
equipment

As at Dec 31 2014

Tangible assets

Land, Plant and under
buildings equipment Other construction Total
108,924 368,499 19,187 1,467 498,077
0 4,331 0 18,928 23,259
347 2,337 1,325 0 4,009
1,435 7,019 1,618 (10,283) (211)
110,012 377,512 19,480 10,112 ,19%67
110,012 377,512 19,480 10,112 517,116
0 0 0 57,524 57,524
0 577 697 0 1,274
1,250 34,698 4,151 (42,153) (2,054)
0 (58) 0 0 (58)
111,262 411,575 22,934 25,483 2571
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Accumulated depreciation and
impairment losses

As at Jan 1 2013
Depreciation

Decreases

Reversal of impairment loss
As at Dec 31 2013

As at Jan 1 2014
Depreciation
Decreases

As at Dec 31 2014

Net value

As at Jan 1 2013
As at Dec 31 2013

As at Jan 1 2014
As at Dec 31 2014

Tangible assets

Land, Plant and under
buildings equipment Other construction Total
69,171 309,006 16,844 0 395,021
2,609 9,792 885 0 13,286
173 2,143 1,306 0 3,622
0 3,909 0 0 3,909
71,607 312,746 16,423 0 400,776
71,607 312,746 16,423 0 400,776
2,641 11,737 1,560 0 15,938
0 577 697 0 1,274
74,248 323,906 17,286 0 415,440
39,753 59,493 2,343 1,467 103,056
38,405 64,766 3,057 10,112 115,34
38,405 64,766 3,057 10,112 116,340
37,014 87,669 5,648 25,483 155,81
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Impairment of non-financial non-current assets

The Management Board tested non-financial non-otiassets for impairment as at December 31st 2014.
The test did not reveal any such indications.

All items of property, plant and equipment serveasesurity for bank loans.

Intangible assets

Licences,
Gross value computer
software and
other
As at Jan 1 2013 19,803
Transfers 211
Decreases 652
As at Dec 31 2013 19,362
As at Jan 1 2014 19,362
Transfers 2,054
As at Dec 31 2014 21,416
Accumulated amortisation and
impairment losses
As at Jan 1 2013 17,559
Amortisation 836
Decreases 652
As at Dec 31 2013 17,743
As at Jan 1 2014 17,743
Amortisation 1,091
As at Dec 31 2014 18,834
Net value
As at Jan 1 2013 2,244
As at Dec 31 2013 1,619
As at Jan 1 2014 1,619
As at Dec 31 2014 2,582

No impairment losses on intangible assets weregrésed in the reporting period and in the compeeati
period.
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Supplementary notes to the annual separate finandiatatements for the financial year
ended December 31st 2014

(all amounts in PLN thousand)
Investments in subsidiaries
The Company’s investments in subsidiaries comprise:

Dec 31 2014 Dec 31 2013
Interest in subsidiaries 785,752 785,752
Non-current loans advanced to subsidiaries 10,027 9,525
795,779 795,277
10.1. Interest in subsidiaries
The Company’s interests in subsidiaries comprise:
Value of Value of
shares at shares at
acquisition Ownership acquisition Ownership
Country cost interest Country cost interest
Dec 31 2014 Dec 31 2013
Pfleiderer MDF Sp. z o.0. Poland 197,053 100% Poland 197,053  100%
Silekol Sp. z o.0. Poland 117,428 100% Poland 117,428  100%
Pfleiderer Prospan S.A. Poland 470,155 100% Poland 470,155  100%
Jura Polska Sp. z 0.0. Poland 1,053 100% Poland 1,053 100%
Grajewo OOO Russia 9 100% Russia 9 100%
Pfleiderer Services Sp. z o.0. Poland 54 100% Poland 54 100%
785,752 785,752

Value of shares in jointly controlled entities prated in other non-current financial assets:

Value of Value of
shares at shares at
acquisition Ownership acquisition Ownership
Country cost interest Country cost interest
Dec 31 2014 Dec 31 2013
Blitz 11-446 GmbH Germany 65 50% Germany 65 50%
65 65

Changes in Pfleiderer Grajewo S.A.’s shareholdingi subsidiaries in the reporting period:

In the period from January 1st to December 31s#2601fe structure of Pfleiderer Grajewo S.A.’s eguit
holdings in subsidiaries did not change relativBéazember 31st 2013.

Even though certain economic events took placéhéndurrent reporting period, they did not directly
affect the structure of the Company’s holdings foidwed from the previously executed agreements.

On January 20th 2014, Pfleiderer Grajewo S.A.haspurchaser, and Pfleiderer Service GmbH located
in Neumarkt, Germany, as the seller, signed aneageat for the purchase of shares in subsidiary
Pfleiderer MDF Sp. z o.0. located in Grajewo. ThHwre purchase agreement was signed in the
performance of the preliminary purchase agreemémecember 27th 2013, following fulfilment of a
condition provided for in the preliminary agreeméin¢. court registration of share capital increase
Pfleiderer MDF Sp. z 0.0.). The purchase agreemamterned 135,328 non-preference shares with a par
value of PLN 500 per share. The purchase pricéhishares was EUR 6,988 thousand (an equivalent of
PLN 29,070 thousand).
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10.2. Loans advanced to subsidiaries
The Company advanced the following loans to suases:

non-current loans: Dec 31 2014 Dec 31 2013
Loan advanced to Pfleiderer MDF Sp. z o.0. 10,027 9,525
10,027 9,525

10.3. Impairment of investments in subsidiaries

The Management Board tested investments in subigiglitor impairment as at December 31st 2014.

The recoverable amount of investments in subselaHfleiderer Prospan S.A., Pfleiderer MDF Sp. z

0.0., Silekol Sp. z 0.0. and Jura Polska Sp. z was determined based on their value in use. The
calculations take into account the estimated futtesh flows related to the continued holding of

investments in subsidiaries, as provided for in blelgets approved by the Management Board and
covering the period until 2019. Cash flows extegdoeyond the period of five years are extrapolated
using the Gordon model at a 2.5% growth rate. Hbe does not exceed the long-term average growth
rate for the manufacturing sector in Poland. THeutation also takes into consideration the curcdetit

of individual investments under analysis, as wslltlke Company’s percentage share in subsidiaries’
equity.

The key assumptions used in the impairment testvelstments in subsidiaries as at December 31gt 201
to calculate the value in use were as follows:

- terminal growth rate beyond the five-year periodered by the budget — 2.5%;

- discount rates — 8.8%.

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

The Management Board made budget assumptionsdamjairment test based on past performance and
on the Management Board’s market development festecahe discount rate was applied to reflect the
risks specific to a given investment. A rate olureton 10-year government bonds was assumed as the
risk-free rate.

The test did not reveal any impairment of investraém subsidiaries as at December 31st 2014.

10.4. Key financial data of subsidiaries:

Liabilities
and
Period provisions for Profit/
Jan 1-Dec 31 2014 Assets liabilities Equity Revenue (loss)
Pfleiderer MDF Sp. z o.0. 411,937 231,143 180,794 08,858 23,430
Silekol Sp. z o0.0. 167,157 67,156 100,001 450,811 3,5Z
Pfleiderer Prospan S.A. 557,266 87,468 469,798 45883, 34,108
Jura Polska Sp. z 0.0. *) 12,086 10,125 1,961 B7,95 (262)
Grajewo OO0*) 746 4 742 2,881 101
Unifloor Sp. z.0.0 (in liquidation) *) **) 0 4,686 (4,686) 0 0
Pfleiderer Services Sp. z 0.0.%) 19 0 19 0 (1)
1,149,211 400,582 748,629 1,303,961 80,903

*)  Unaudited data
*¥) Unifloor Sp. z 0.0. (in liquidation) is a suidgary of Pfleiderer Prospan S.A., wholly-ownedthg Company.
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Liabilities
and
Period provisions Profit/
Jan 1-Dec 31 2013 Assets for liabilities Equity Revenue (loss)
Pfleiderer MDF Sp. z o.0. 370,242 212,878 157,364 70,247 9,017
Silekol Sp. z o0.0. 159,798 62,306 97,492 425,878 ,018
Pfleiderer Prospan S.A. 529,367 76,745 452,622 9733, 18,404
Jura Polska Sp. z 0.0. 12,252 9,984 2,268 69,970 46
Grajewo OOO0*) 1,389 375 1,014 19,553 1,087
Unifloor Sp. z.0.0 (in liquidation) *) **) 0 4,686 (4,686) 0 0
Pfleiderer Services Sp. z 0.0.%) 20 0 20 0 (1)
1,073,068 366,974 706,094 1,220,319 49,571

*) Unaudited data
*¥) Unifloor Sp. z 0.0. (in liquidation) is a suidsary of Pfleiderer Prospan S.A., wholly-ownedthg Company.

11. Other non-current financial assets

Dec 31 2014 Dec 31 2013
Other non-current financial assets
Financial assets available for sale 75 75
-shares in companies not listed on a regulatedrisesumarket 75 75
Other financial assets 0 18,663
Non-current receivables 0 18,663
75 18,738

Other non-current financial assets of PLN 18,6G8i8and recorded in the comparative period comprise
receivables which, under executed agreementsj@ckdd in bank accounts and relate to sale of share
the Group’s Russian subsidiaries.
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Deferred income tax asset and liability

Deferred tax assets and liabilities arise in cotioeavith the following items of the statement oféncial position:

Non-current assets

Property, plant and equipment
Non-current loans advanced to subsidiaries
Other non-current financial assets
Current assets

Inventories

Trade and other receivables
Non-current liabilities

Employee benefit obligations
Current liabilities

Trade and other payables
Employee benefit obligations
Total tax loss brought forward
Deferred income tax asset/liability

Deferred income tax asset and liability offset
Deferred income tax liability
in the statement of financial position

Assets Liabilities Net Assets Liabilities Net
Dec 31 2014 Dec 31 2014 Dec 31 2014 Dec 31 2013 Dec 31 2013 Dec 31 2013
0 4,113 (4,113) 0 5,575 (5,575)
7 @) 0 1 (1)
0 0 0 0 3,546 (3,546)
782 0 782 747 0 747
799 3,565 (2,766) 926 1,604 (678)
1,663 0 1,663 1,162 0 1,162
858 176 682 1,922 78 1,844
1,522 0 1,522 1,498 0 1,498
0 0 0 4,143 0 4,143
5,624 7,861 (2,237) 10,398 10,804 (406)
(5,624) 0 (10,398)
0 2,237 0 406
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Changes in temporary differences during the repgperiod:
For the period January 1st — December 31st 2014

Change in

temporary

differences
recognised in

As at profit or loss for As at
Jan 12014 the period. Dec 31 2014
Non-current assets
Property, plant and equipment (5,575) 1,462 (4,113)
Non-current loans advanced to subsidiaries (2) (6) @)
Other non-current financial assets (3,546) 3,546 0
Current assets
Inventories 747 35 782
Trade and other receivables (678) (2,088) (2,766)
Non-current liabilities
Employee benefit obligations 1,162 501 1,663
Current liabilities
Trade and other payables 1,844 (1,162) 682
Employee benefit obligations 1,498 24 1,522
Total tax loss brought forward 4,143 (4,143) 0
(406) (1,831) (2,237)
For the period January 1st — December 31st 2013
Change in
temporary
differences
recognised in
As at profit or loss for As at
Jan 12013 the period. Dec 31 2013
Non-current assets
Property, plant and equipment (6,617) 1,042 (5,575)
Non-current loans advanced to subsidiaries ) 0 ) (1
Other non-current financial assets 0 (3,546) (3,546
Current assets
Inventories 970 (223) 747
Trade and other receivables 1,074 (1,752) (678)
Assets held for sale or distribution (13,107) 13,10 0
Non-current liabilities
Liabilities under bank borrowings and other debt
instruments 1,025 (1,025) 0
Employee benefit obligations 1,028 134 1,162
Current liabilities
Liabilities under borrowings and other debt instants (181) 181 0
Trade and other payables 594 1,250 1,844
Employee benefit obligations 1,043 455 1,498
Total tax loss brought forward 13,188 (9,045) 4,143
(984) 578 (406)
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Inventories
Dec 31 2014 Dec 31 2013
Materials and merchandise 50,075 45,195
Semi-finished products and work in progress 12 4
Finished goods 23,802 19,368
Advances for delivers 142 673
Total 74,031 65,240

Inventories are disclosed in the statement of fif@mosition at net value, i.e. net of write-dovoi$PLN
4,118 thousand (December 31st 2013: PLN 3,933 #mal)s

As at the end of the reporting period, inventoryswent used as a security for bank loans and other
borrowings.

Trade and other receivables

Dec 31 2014 Dec 31 2013
Trade receivables and prepayments 20,192 34,356
Current prepayments and accrued income 3,153 3,758
Current VAT receivables 6,467 5,156
Other receivables 20,663 9,934
Total 50,475 53,204

As at December 31st 2014, trade receivables welieceel by impairment losses of PLN 4,635 thousand
(December 31st 2013: PLN 5,665 thousand).

Other receivables, in the amount of PLN 20,663 $hod, include in particular receivables which are,

under executed agreements, blocked in a bank actemghrelate to the sale of shares in the Russian
subsidiaries. The value of these receivables &1 @ecember 2014 is PLN 19,180 thousand. As at 31
December 2013 receivables blocked on this accaunuated to PLN 26,956 thousand. The amount of
PLN 18,662 thousand was presented as a long-tesat and the remaining part in the amount of PLN

8,294 thousand as a short-term receivables int#tensent of financial position.

Trade and other receivables include the followingricial receivables:

Dec 31 2014 Dec 31 2013
Trade receivables 20,192 34,356
Other receivables 20,663 9,934
Total 40,855 44,290

Factoring of receivables

As at December 31st 2014, Pfleiderer Grajewo S.&s warty to a factoring agreement Typically, the
Company enters into factoring agreements of umeoyear.

The existing factoring agreement is a capped noourse facility, and its term is indefinite. The
agreement is automatically extended for next 12thwif neither party notifies the other party of it
intention not to extend the agreement, with thevismthat such notice may be sent no later than two
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months before the expiry of the agreement.

The terms of the existing agreement are as follows:

Factoree: Expiry date: Factor: Limit:

March 31st 2015 PEKAO FeotpSp. z 0.0.PLN 100,000 thousand

Under the factoring agreement, the factor purchraseivables for 100% of the receivables’ nominal
value, and the cost of financing (WIBOR / EURIBORmMargin) is covered by the Company. If debtors
fail to pay their liabilities, the factor has aiatowards the insurer under the insurance agreemigm
respect to 90% of the value of the receivables,thademaining 10% of the receivables is covered pr
rata to the loss incurred by the Company.

Pfleiderer Grajewo S.A.

As the Company’s exposure equals to 10% of theivalles sold to the factor, that portion of the
receivables and the related liabilities continudb¢orecognised in the Company’s financial statement
The remainder of the receivables (90%) were dergsed from the Company’s statement of financial
position.

The table below presents the amounts of the tradeivables sold under the factoring agreement and
amounts of the receivables and the related liagdslitvhich continue to be recognised by the Comppany
the statement of financial position:

Dec 31 2014 Dec 31 2013
Total trade receivables 69,520 93,276
Receivables derecognised from the statement afidiahposition (49,328) (58,920)
Net trade receivables 20,192 34,356
Dec 31 2014 Dec 31 2013
Factoring receivables as at the reporting date 65,853 78,511
Payments made by customers, not submitted to tterfa (11,044) (13,045)
Balance after payments, including: 54,809 65,466
Derecognised receivables (90%) 49,328 58,920
Receivables recognised in the Company’s statemertfimancial position up
to the exposure (10%)
5,481 6,546
Settlement of factoring services Dec 31 2014 Dec 31 2013
Factoring receivables as at the end of the regppéariod 65,853 78,511
Other settlements with the factor — cash in transit (27) 0
Receivables derecognised from the statement afidiahposition (90%) (49,328) (58,920)
Factoring liabilities as at the reporting date 16,498 19,591
Equity
Dec 31 2014 Dec 31 2013
Par value of share capital 16,376 16,376
Number of ordinary shares 49,624,000 49,624,000

Pfleiderer Grajewo S.A. is a subsidiary of Pfleetebervice GmbH, which holds 65.11% of the shares i
Pfleiderer Grajewo S.A. In the period from Januasg to December 31st 2014, the number of the
Company shares held by its shareholder, Pfleidszerice GmbH, did not change.

As at December 31st 2014, Atlantik S.A. locatedurmembourg was the ultimate shareholder.
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15.1.  Share capital

The share capital is made up of 49,624,000 ordishayes with a par value of PLN 0.33 per shareatAs
December 31st 2014, all shares were paid up. Bblaers have the right to dividend and are entitted
the one vote per share at the General Meetinthdrfinancial year 2014, there were no changehen t
Company’s share capital.

In the period from the registration of the sharpitedin 1994 to December 1996 the Company operated
in a hyperinflationary environment. IAS 29 (FinaciReporting in Hyperinflationary Economies)
requires that each component of equity (exceptnetaearnings and revaluation surplus) be restayed
applying a general price index from the period gpdrinflation. Such retroactive restatement would
cause share capital and statutory reserve fundactease by amount of PLN 28,863 thousand and
retained earnings to decrease by the same amount.

15.2.  Share premium

Share premium is created from the excess of preceth issuance of shares above their par value. In
2014, there were no changes in share premium.

15.3.  Statutory reserve funds

Statutory reserve funds are created by distribativom net profit (i.e. at least 8% of net profittil
statutory reserve funds reach one-third of the esltapital). In 2014, the Company transferred PLN
86,003 thousand from its 2013 net profit to statuteserve funds.

15.4. Dividends
The Company did not pay dividend in 2014.
Earnings per share

Basic earnings per share were calculated basdteoidmpany’s net profit attributable to ordinaraiEs
and the weighted average number of ordinary shargstanding during the financial year. The
Company’s net profit attributable to ordinary stgafer the financial year ended December 31st 2014
amounted to PLN 60,549 thousand, whereas net @rtfibutable to ordinary shares for the finangiédr
ended December 31st 2013 was PLN 86,003 thousand.

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

Jan 12014 Jan 12013

Dec 31 2014 Dec 31 2013
Number of shares as at Januaty 1 49,624,000 49,624,000
Number of shares as at Decembet 31 49,624,000 49,624,000
Weighted average number of shares as at December 31 49,624,000 49,624,000

Basic and diluted earnings per share:

Jan 12014 Jan 12013

Dec 31 2014 Dec 31 2013

Basic earnings per share as at December 31st 1.22 1.73

Diluted earnings per share as at December 31st 1.22 1.73
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Borrowings and other debt instruments
Dec 31 2014 Dec 31 2013
Current liabilities
Overdraft facilities 11,149 26,652
Total 11,149 26,652
Terms and repayment schedules of credit facilitieas at December 31st 2014:
On June 26th and 27th 2013, Pfleiderer Grajewo 8nd. the subsidiaries Pfleiderer Prospan S.A. and
Silekol Sp. z 0.0. entered into current creditlfgcagreements. The total credit limit availableder the
facilities with four banks amounts to PLN 300,00@usand and ensures the financial liquidity of the
Company and its subsidiaries.
As at Dec 31 2014
Non-
Current current
Lender Interest rate Maturity date Security portion portion
Millennium S.A. 1M WIBOR + margin ~ Jun 25 2018 matgs, pledges 2,373 0
Millennium S.A. 1M WIBOR + margin ~ Jun 25 2016 matgs, pledges 2,361 0
Alior Bank S.A. 1M WIBOR + margin  Jun 25 2018 Maatges 826 0
Alior Bank S.A. 1M WIBOR + margin  Jun 25 2016 Maatges 868 0
BZ WBK S.A. 1M WIBOR + margin ~ Jun 25 2018 mortgageledges 0 0
BZ WBK S.A. 1M WIBOR + margin ~ Jun 25 2016 mortgageledges 1,996 0
BOS Bank S.A. 1M WIBOR + margin ~ Jun 25 2018 mortgagésdges 2,725 0
Total 11,149 0

17.1.  Credit facility agreement with Bank Millennium S.A.

On June 26th 2013, the Company entered into twaitdiacility agreements with Bank Millennium S.A.,
for an aggregate amount of PLN 100,000 thousarduding a PLN 75,000 thousand multi-purpose
credit facility agreement and an up to PLN 25,d88usand overdraft facility agreement.

At the same time, Pfleiderer Prospan S.A., a suogidf the Company, entered into an overdraftlifgci
agreement with Bank Millennium S.A., for up to PIR,000 thousand. Moreover, subsidiary Silekol Sp.
z 0.0, , entered into an overdraft facility agreatmwith Bank Millennium S.A., for up to PLN 10,000
thousand. Total liabilities of all the three borexw under the four credit facility agreements viddmk
Millennium S.A. may not exceed PLN 100,000 thousahige multi-purpose credit facility agreement
provides for the repayment of the entire loan diter years from execution of the agreement, wittike
overdrafts are to be repaid within three years. flodities are used to finance the borrowers’ tiagay
operations.

The four credit facilities are secured primarilythwia mortgage on developed properties (cross-
collateralised for the benefit of the other thremks), i.e. the Company’s production plant in Graje
and the Wieruszéw production plant owned by Pfled®rospan S.A., as well as with a pledge over the
production plants’ machinery.

Additionally, both Pfleiderer Prospan S.A. and BileSp. z 0.0. issued guarantees of up to PLN 15,0
thousand for the liabilities of the Company under tredit facilities. Pfleiderer Grajewo S.A. aissued
a surety for up to PLN 11,500 thousand coveringiliiies of Pfleiderer Prospan S.A. and Silekol 3p.
0.0.
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17.2.  Credit facility agreement with Alior Bank S.A.

On June 26th 2013, the Company entered into a PARO0D thousand credit facility agreement with
Alior Bank S.A. The facility, used to finance the@pany’s day-to-day operations, is to be repaiftilin
within five years from the agreement execution datehe same time, the Company and the subsidiarie
Pfleiderer Prospan S.A. and Silekol Sp. z o.0.redténto an overdraft facility agreement with Alior
Bank S.A., for up to PLN 25,000 thousand, underciwhihe bank granted to the Company an overdraft
limit of PLN 25,000 thousand and separate sub4iraftPLN 10,000 thousand to Pfleiderer Prospan S.A.
and Silekol Sp. z 0.0. each. The facility, usetirtance the borrowers’ day-to-day operations isyeble
within three years from the agreement executior.dedtal liabilities of all the three borrowers endhe

two credit facility agreements with Alior Bank S.#ay not exceed PLN 100,000 thousand.

The two credit facilities are secured primarily hvi mortgage on developed properties (cross-
collateralised for the benefit of the other thremks), i.e. the Company’s production plant in Graje
and the Wieruszow production plant owned by Pfled®rospan S.A., as well as with a pledge over the
machinery of the Pfleiderer Prospan productiontplan

Additionally, both Pfleiderer Prospan S.A. and KilleSp. z 0.0. provided guarantees of up to PLN
115,000 thousand for the liabilities of the Compamger the credit facilities. Pfleiderer Grajew®S.
also issued a surety for up to PLN 11,500 thousametring liabilities of Pfleiderer Prospan S.A. and
Silekol Sp. z o0.0.

17.3.  Credit facility agreement with Bank Zachodni WBK SA.

On June 26th 2013, the Company entered into a PRN0O thousand multi-purpose credit facility
agreement with Bank Zachodni WBK S.A. The creddilfy, designed to ensure liquidity and finance
capital expenditure, is to be repaid in full witHime years from the agreement execution date.hAt t
same time, the Company and the subsidiaries Pflid&rospan S.A. and Silekol Sp. z 0.0. entered int
an overdraft facility agreement with Bank ZachoWisK S.A., for up to PLN 15,000 thousand (a joint
overdraft limit for all three borrowers). The fatyil designed to ensure liquidity and finance capit
expenditure, is to be repaid in full within threeays from the agreement execution date. Totallitiaki

of the three borrowers under the two agreements Béink Zachodni WBK S.A. may not exceed PLN
60,000 thousand.

The two credit facilities are secured primarily wih mortgage on developed properties (cross-
collateralised for the benefit of the other thremks), i.e. the Company’s production plant in Graje
and the Wieruszow production plant owned by Pfled®rospan S.A., as well as with a pledge over the
machinery of the Company’s production plant.

Pfleiderer Grajewo S.A. also provided a suretydoraggregate amount of up to PLN 15,000 thousand,
covering liabilities of Pfleiderer Prospan S.A. &itkkol Sp. z o.o0.

17.4.  Credit facility agreement with Bank Ochrony Srodowiska S.A.

On June 27th 2013, the Company entered into a PR0OA thousand multi-purpose credit facility
agreement with Bank Ochrorjrodowiska S.A. to finance the Company’s day-to-dggrations. The
facility is to be repaid after five years from tieecution of the agreement.

The credit facility are secured primarily with amgage on developed properties (cross-collaterhfise
the benefit of the other three banks), i.e. the @amy’s production plant in Grajewo and the Wierugz6
production plant owned by Pfleiderer Prospan Sa&.well as with a pledge over the machinery of the
Company’s production plant.

Supplementary notes to the annual separate firlsstatements

37



Pfleiderer Grajewo S.A.
Supplementary notes to the annual separate finandiatatements for the financial year
ended December 31st 2014

(all amounts in PLN thousand)

Terms and repayment schedules of bank borrowings Recember 31st 2013:
As at Dec 31 2013

Non-

Maturity Current current

Lender Interest rate date Security portion portion
Millennium S.A. 1M WIBOR + margin Jun 252018 mortgagpledges 5,042 0
Millennium S.A. 1M WIBOR + margin Jun 252016 mortgagpledges 6,110 0
Alior Bank S.A. 1M WIBOR + margin Jun 252018 mortgage 0 0
Alior Bank S.A. 1M WIBOR + margin Jun 252016 mortgage 4,491 0
BZ WBK S.A. 1M WIBOR + margin Jun 25 2018 mortgagesdpkes 0 0
BZ WBK S.A. 1M WIBOR + margin Jun 252016 mortgagesdoles 5,905 0
BOS Bank S.A. 1M WIBOR + margin Jun 25 2018  mortgagesdges 5,104 0
Total 26,652 0

17.5. Liabilities under borrowings from related parties

As at December 31st 2014 and December 31st 20&3Ctmpany did not carry any liabilities under
loans from related parties.

Employee benefit obligations

Dec 31 2014 Dec 31 2013
Salaries and wages 1,893 1,617
Personal income tax 733 485
Social security 2,236 1,970
Social Benefits Fund 1,588 1,579
Retirement bonus obligations 9,269 6,350
Unused holiday entitlement obligations 1,965 1,800
Employee bonus obligations 4,478 4,908
Total 22,162 18,709
Non-current portion 8,754 6,114
Current portion 13,408 12,595

Retirement bonus and disability severance paymentatigations

Every employee reaching the retirement age (67sydmsed on the transitional regulations of Juhe 6t
2012), who has the required length of servicewhich they can provide evidence, is entitled teiee
retirement bonus.

Employees with permanent work disability, entitlihg disability benefits under the social security
scheme, are entitled to receive disability severgrayment.

The amount of retirement bonus or disability seweeapayment is computed based on the employee’s
one-month pay. The amount of bonus or severanaagayincreases proportionately following ten years
of service at the Company at the rate of 10% obthee pay for each year of service above ten yaads,
following 20 years of service at the Company -hatriate of 20% of the base pay for each year ofcser
above 20 years. Pursuant to z Art.'8R2 of the Labour Code, retirement and disabilityesance
payments must not be lower than the employee’shometh pay.

Obligations under retirement and disability seveeapayments were determined by a qualified actuary
using the actuarial projected unit credit metha$uming annual remuneration growth rate at 4% and a
discount rate of 2.7%.

Supplementary notes to the annual separate firlsstatements

38



19.

Pfleiderer Grajewo S.A.
Supplementary notes to the annual separate finandiagtatements for the financial year
ended December 31st 2014

(all amounts in PLN thousand)

Assumptions used for calculation of the retiremenbonus:

- Data on staff turnover was derived from the staBsof Pfleiderer Grajewo S.A. and from the
statistics available to HALLEY.PL AKTUARIUSZE Sp.wo., an actuarial firm. To reflect the nature
of staff movements, the level of staff turnover vaasumed to fall as the employees’ age increases.

- The mortality rate was based on the likelihood e&th depending on age, based on the 2013 Life
Expectancy Tables for Poland compiled by the CeSrtatistics Office (GUS), which are generally
accepted in Poland. It was assumed that the pigulat the Company employees is characterised by
the mortality rate provided in the tables, adjudtedthe mortality multiplier. It was further assath
that the mortality rate is constant throughoutytbar.

- The likelihood of becoming a disabled person wasetiaon the historical data of the Social Insurance
Institution and estimates prepared by actuariat HHALLEY.PL AKTUARIUSZE Sp. z 0.0. On the
basis of generally available data and in-houseyaisalthe rate was set at a fixed level, regarddéss
age, length of service or sex. The model does mm# significant sensitivity to slight changes ofsth
parameter.

- The default retirement age for men is 67, basettheransitional regulations of June 6th 2012.

- In accordance with the rules governing the awardetifement bonuses, persons terminating their
employment with the Company lose their rights toy doture retirement bonus and disability
severance payment.

- The date for calculating all entittements was thgibning of each calendar year, with the assumption
that the entitlements are evenly distributed thhmug the year.

- The calculations were made in PLN.

- The remuneration growth rate was assumed at 4% rpam.

- The discount rate was assumed at 2.7%.

Employee bonus obligations

Employee bonuses comprise quarterly and annualdesnpaid to the Company’s employees. They are
recognised with respect to specific completed tdsksvhich the employees will receive remuneration
paid in cash in the future.

Trade and other payables

Dec 31 201 Dec 31 2013

Trade payables 4921C 53,107
Liabilities under factoring agreements 1649¢ 19,591
Liabilities from acquisition of fixed assets 14217 6,773
Liabilities related to shares acquired in a sulasidi 0 29,360
Other liabilities 5,25¢ 13,281
Total 85,184 122,112

As at December 31st 2014, other liabilities corgatisn particular prepaid deliveries of PLN 612
thousand, accruals (including audit costs, enviremiad charge, insurance and guarantees) of PLN82,00
thousand, and an additional provision for risk tedato claims being filed following the sale of the
Russian companies, in the amount of PLN 1,920 toadis

As at December 31st 2013, other liabilities congatisn particular prepaid deliveries of PLN 1,379
thousand, accruals (including audit costs, enviremia charge, insurance and guarantees) of PLND2,55
thousand, and an additional provision for risk tedato claims related to the sale of the Russian
companies, in the amount of PLN 8,000 thousand.

Supplementary notes to the annual separate firlsstatements

39



20.

21.

Pfleiderer Grajewo S.A.
Supplementary notes to the annual separate finandiagtatements for the financial year
ended December 31st 2014

(all amounts in PLN thousand)

Trade and other payables include the followingrizial liabilities:

Dec 31 2014 Dec 31 2013
Trade payables 49,210 53,107
Liabilities under factoring agreements 16,498 19,591
Liabilities from acquisition of fixed assets 14,217 6,773
Liabilities related to shares acquired in a sulasidi 0 29,360
Other liabilities 4,047 10,131
Total 83,972 118,962

For information on exposure to currency and ligyidisk with respect to liabilities, see Note 21.

Liabilities to related parties under debt securities

Dec 31 2014 Dec 31 2013
Liabilities to related parties under debt secwsitie 278,503 289,671
Total 278,503 289,671

The liabilities under debt securities in the amoofhPLN 278,503 thousand as at December 31st 2014
(December 31st 2013: PLN 289,671 thousand) retatieet commercial paper issued in the form of short-
term notes. As at December 31st 2014, the notes edd by Pfleiderer Prospan S.A., a subsidiary.

The notes were issued pursuant to a Debt Issuamggatme concluded with a bank. The maximum
value of the notes that may be issued under thgrgmame, ending June 2015, is PLN 500,000 thousand.

Financial instruments
Objectives and methods of financial risk managemerdpplied by the Company

The Company manages all types of financial riskcdiesd below which may have a significant effect on
its future operations; in particular, the Compaonguses on market risk, including interest rate, risk
currency risk, credit risk, and liquidity risk.

The objective of the Company’s credit risk manageinie to reduce losses which could be incurred due
to customers’ insolvency. This risk is mitigatedttwihe use of receivables insurance and factoring
services.

The objective of currency risk management is toimige losses arising from unfavourable changes in
foreign exchange rates. The Company monitors iteenay position in order to manage its cash flows.

To manage the currency risk, the Company primaglies on natural hedging and, where necessary
forward contracts.

The objective of financial liquidity managementtcs protect the Company from insolvency. This is
achieved through regular projection of debt leVeisa five-year horizon, and arrangement of appeder
financing.

The Company is exposed to credit risk, interest resk and currency risk in the ordinary courset®f
business. Financial derivatives are used to hedgerwy risk.

21.1. Credit risk

In accordance with the Management Board’s polisditrrisk exposure is monitored on an ongoing
basis. The Company evaluates credit standing @fusiomers who require trade credit above pre-ddfin
limits. The Company does nhot require any securitgastomer assets.
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The Company insures its trade receivables. As aeber 31st 2014, approximately 90% of total trade
receivables from non-related parties were coverdl twade credit insurance. The insurance policies
mitigate credit risk — if a customer fails to palye insurer covers the loss (the insurance dededsb
10%).

The Company did not incur any significant lossee da customer default. Impairment losses are
recognised on uninsured receivables and on amaantesponding to the Company’s deductibles in
receivables insured, based on detailed analydtediccounts receivable.

As at the end of the reporting period, there wasignificant concentration of credit risk. The gémg
amount of each financial asset represents the nuemionedit risk exposure.

The total credit risk exposure was as follows:

Dec 31 2014 Dec 31 2013

Loans advanced and receivables 50,882 53,815
Cash and cash equivalents 4,527 4,826
Other non-current financial assets 0 18,738
Total 55,409 77,379

As at December 31st 2014 and December 31st 20&3adhing structure of trade receivables was as
follows:

Gross value Impairment losses

Dec 31 2014 Dec 31 2014
Not overdu 17,494 0
Overdue by:
0-180 days 4,081 1,450
180-360 days 92 25
More than 360 days 3,160 3,160
Total 24,827 4,635

Gross value Impairment losses

Dec 31 2013 Dec 31 2013
Not overdu 14,469 0
Overdue by:
0-180 days 20,135 2,221
180-360 days 0 0
More than 360 days 5,417 3,444
Total 40,021 5,665

Changes in impairment losses on trade receivabldggifinancial year are presented below:
Jan 12014 Jan 1 —Dec 3:

Dec 31 2014 2013
Balance at beginning of the period 5,665 7,020
Decrease in impairment losses (1,030) (1,355)
Balance at end of the period 4,635 5,665
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21.2. Interest rate risk

The Company holds cash at banks, has receivabtés lmans granted, as well as liabilities underkban
borrowings and other debt instruments. Interes¢ mgk is connected with interest payments on
instruments bearing interest at floating rates OAly at the reporting date, the Company did nalgke
against the interest rate risk. Its current red#gasand liabilities are not exposed to the intei@s risk.

Dec 31 2014 Dec 31 2013
Fixed-rate financial instruments
Financial liabilities 278,503 289,671
278,503 289,671
Variable-rate financial instruments
Financial assets 10,027 9,525
Financial liabilities 11,149 26,652
21,176 36,177

Sensitivity of cash flows from variable-rate financal instruments

A 1 p.p. change in interest rates would lead tbange in net profit and equity by the amounts priese
below. The analysis is based on the assumptionothat variables, especially currency exchangesrate
remain unchanged.

Dec 1 — Dec 31 2014 Jan 1 — Dec 31 2013
increase decrease increase decrease
1% 1% 1% 1%
Variable-rate financial instruments (601) 601 (744) 744
Difference in amount of interest and effect on pioéfore
tax (601) 601 (744) 744
Difference in amount of interest and effect on prefit (487) 487 (603) 603
Effect on equity 0 0 0 0

Sensitivity of fair value of fixed-rate financial instruments

The Company does not carry any significant fixed-fetnancial assets or any liabilities measurethiat
value through profit or loss and does not use dévigs transactions as fair value hedges. Therefore
changes in interest rates would have no effecherstatement of comprehensive income through clsange
in the fair value of financial instruments.

21.3.  Currency risk

The Company is exposed to currency risk througtlettsansactions denominated in foreign currencies,
including both purchases of materials and merclsandind sale of finished goods. Therefore, anydgore
exchange gains or losses resulting from exchantge fhactuations partly offset each other (natural
hedging). The Company monitors its foreign currepogitions on an ongoing basis and hedges open
positions through forward transactions.

Forward transactions included purchase of foreigmmency at a predetermined rate. In 2014, the
Company used forward contracts to hedge its cuyreisk related to business transactions (product
exports). The forward contracts used to hedge tirapgany’s business transactions consist in thedfale
EUR at a pre-determined rate. This helps to semamgins on export sales and to mitigate the risk of
adverse changes of the margins due to appreciatithre Polish zloty.
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As at December 31st 2014, the Company held 30 &wR/PLN FX forward contracts for the sale of
EUR 65,080 thousand by the end of December 2016.

The fair value of the transactions recognised & dtatement of financial position as at Decembest 31
2014 was PLN 1,213 thousand (fair value — level 2).

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

The Company’s exposure to currency risk, calculatgidg the exchange rate effective at the endef th
financial year (PLN ‘000):

As at Dec 31 2014: EUR UsD RON
Cash and cash equivalents 3,301 6 0
Trade receivables and prepayments 4,033 0 0
Other receivables 19,180 0 0
Trade and other payables (17,611) 0 (18)
Balance-sheet exposure, gross 8,903 6 (18)
Forward contracts * (277,390)

Net exposure (268,487) 6 (18)

* The FX forward contracts are set to hedge futagh flow mainly from sales agreement denominated i
EUR. Estimated contract value amounts to PLN 3@b{B8usand till end of 2016.

As at Dec 31 2013: EUR uUsD RON
Cash and cash equivalents 3148 134 0
Trade receivables and prepayments 8,211 0 0
Other non-current financial assets 18,662 0 0
Other receivables 8,294 0 0
Trade and other payables (11,541) 0 (16)
Other liabilities (29,601) 0 0
Balance-sheet exposure, gross (2,827) 134 (16)
Net exposure (2,827) 134 (16)

As at December 31st 2014, the Company held 30 BpHRVPLN FX forward contracts for the sale of a
total of EUR 65,080 thousand by the end of Decen2ipdi6. As at December 31st 2013, the Company
had no open forward contracts.
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Sensitivity to currency exchange rate changes

A 5% change in the value of a foreign currencyelation to the Polish zloty would lead to changés o
profit before tax, net profit, and equity as spedfbelow. The analysis is based on the assumfttiin
other variables, in particular interest rates, ri@eniachanged.

As at Dec 31 2014: change +5%  change -5%
EUR 445 (445)
usD 0 0
GBP 0 0
RUB 0 0
RON (1) 1
Effect on profit before tax 444 (444)
Effect on net profit 444 (444)
Effect on equity (11,234) 11,234
As at Dec 31 2013: change +5% change -5%
EUR (141) 141
usD 7 7)
GBP 0 0
RUB 0 0
RON (1) 1
Effect on profit before tax (135) 135
Effect on net profit (135) 135
Effect on equity 0 0

The sensitivity analysis was based on the followéxghange rates of the Polish zloty against foreign
currencies.

Exchange rate as at Exchange rate as at

Currency Dec 31 2014 Dec 31 2013
EUR 4.2623 4.1472
usb 3.5072 3.0120
GBP 5.4648 4.9828
RUB 0.0602 0.0914
RON 0.9510 0.9262

21.4. Liquidity risk

The table below presents an analysis of the Conipdimancial liabilities by maturity as at the refing
date. The amounts presented in the table are otudtanon-discounted cash flows.

As at Dec 31 2014:

More

Carrying Contractual Below 6 6-12 1-2 2-5 than 5

amount cash flows  months months years years years
Overdraft facilities 11,149 11,149 11,149 0 0 0 0
Liabilities under debt securities 278,503 279,300 279,300 0 0 0 0
Trade and other payables 83,972 83,972 83,972 0 0 0 0
373,624 374,421 374,421 0 0 0 0
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As at Dec 31 2013:

More

Carrying Contractual Below 6 6-12 1-2 2-5 than 5

amount cash flows  months months years years years
Overdraft facilities 26,652 26,652 26,652 0 0 0 0
Liabilities under debt securities 289,671 290,500 290,500 0 0 0 0
Trade and other payables 118,962 118,962 118,962 0 0 0 0
435,285 436,114 436,114 0 0 0 0

As at December 31st 2014, the Company’s debt ubaek borrowings and amounts outstanding under
credit facilities totalled PLN 11,149 thousand. At December 31st 2014, unused credit facilities
amounted to PLN 278,052 thousand. The total vafueredit limits is PLN 300,000 thousand. Credit
limits of PLN 65,000 thousand are available untihd 25th 2016, and credit limits of PLN 235,000
thousand are available until June 25th 2018. Faaildesee Note 17 to these financial statemertis. T
Company holds cash of PLN 4,527 thousand.

In 2014, the Company also financed its operatigns$uing short-term notes which were acquiredt®y i
subsidiary Pfleiderer Prospan S.A. After redemptanew series of short-term notes is usually d$oe
another period, which provides a constant sourdmaicing for the Company.

21.5. Fair value of financial assets and liabilities

The fair value of financial assets and liabilitissclose to their carrying amounts as at Decemfist 3
2014 and December 31st 2013.

21.6.  Capital management

The key ratio applied by Pfleiderer Grajewo S.Antonitor equity is the ratio @quity to total assets. In
2014, the ratio grew from 57.66% to 63.14%, whichimty resulted from positive net profit while
maintaining similar level of assets.

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

Dec 31 2014 Dec 31 2013
Equity 684,791 623,029
Total assets 1,084,496 1,080,579
Ratio:
Equity 63.14 % 57.66 %

Total assets

The Company manages equity in a manner enabliiognitaintain a safe level of the debt to equityorati
The Company did not pay dividend in 2014.

Pursuant to the Commercial Companies Code, the @oynjs obliged to create statutory reserve funds
by transferring at least 8% of profit for a givanancial year to the statutory reserve funds uhi
amount of the statutory reserve funds reacheshiredf the Company’s share capital.
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Operating lease agreements

The Company uses some of its production assetc@amgany cars under operating lease agreements.
The average lease term of production assets (fierktiroduction line) is three years and the agmdm
expire in 2015-2016. Monthly lease payments aregethto the reporting period’s profit or loss usihg
straight-line method.

The Company also leases passenger cars under ingel@dse agreements. The term of all these
agreements is 36 months and the agreements wiheeixp2015-2017.

The costs incurred by the Company under the omgrdéase agreements in 2014 were PLN 4,006
thousand (2013: PLN 3,111 thousand).

The operating lease payments outstanding as attirgppdate are presented in the table below:
Dec 31 2014 Dec 31 2013

Up to one year 4,123 4,292
From 1 to 5 years 991 4,265
Total 5,114 8,557

Contractual commitments to acquire property, plantand equipment and intangible assets

As at December 31st 2014, the Company had consiacmmmitments to acquire property, plant.
equipment and intangible assets. The commitmer#teréo 13 open investment projects and were
incurred under agreements concluded by the Comasumart of its investment activities.

Dec 31 2014 Dec 31 2013

Commitments to acquire property, plant and equigraad intangible assets 361 18,263
- fixed assets 134 18105
- intangible assets 227 158

Contingent liabilities and security
As at December 31st 2014, the Company had isseciitbwing sureties:

Amount of liability

Origination in foreign PLN Expiry date

Debtor Creditor date maximum currency ‘000
Sureties in EUR:
Pfleiderer MDF Sp. z. 0.0. PKO BP S.A. Apr 24 2009 1,115 1,115 4,752 Jul 15 2019

Total: 1,115 1,115 4,752
Sureties in PLN:
Pfleiderer Prospan S.A.,
Silekol Sp. z o.0. BZ WBK S.A. Jun 26 2013 15,000 - 993 Jun 252016
Pfleiderer Prospan S.A. Alior Bank S.A. Jun 26 2013 11,500 - - Jun 25 2016
Silekol Sp. z o0.0. Alior Bank S.A. Jun 26 2013 10,50 - - Jun 25 2016
Pfleiderer Prospan S.A. Millennium S.A. Jun 26 2013 11,500 - 222 Jul 25 2016
Silekol Sp. z o0.0. Millennium S.A. Jun 26 2013 15 - - Jul 25 2016

61,000 - 621

Sureties presented in the table above include:

a) Surety of EUR 1,115 thousand (PLN 4,752 thousasdydad to Pfleiderer MDF Sp. z o0.0. in
connection with a credit facility given to Pflei@éerMDF Sp. z 0.0. by PKO BP S.A. As at December
31st 2014, Pfleiderer MDF Sp. z o0.0.’s liabilityden the facility was PLN 85,396 thousand. The
surety expires on July 15th 2019.
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b) Surety of PLN 15,000 thousand granted to Pfleiderespan S.A. and Silekol Sp. z 0.0. in connection
with a credit facility given to Pfleiderer GrajeiA. and its subsidiaries, Pfleiderer Prospan SnAl.
Silekol Sp. z 0.0., by BZ WBK S.A. As at Decemb&s32014, the amount of the companies’ liability
outstanding under the facility was PLN 399. Theesuexpires on June 25th 2016;

c) Surety of PLN 11,500 thousand issued to PfleidBrespan S.A. in connection with a credit facility
given to Pfleiderer Prospan S.A. by Alior Bank SAs at December 31st 2014, Pfleiderer Prospan
S.A’s liability under the facility was PLN 0. Thsirety expires on June 25th 2016;

d) Surety of PLN 11,500 thousand issued to SilekolzSpo. in connection with a credit facility givem
Silekol Sp. z 0.0. by Alior Bank S.A. As at DecemBést 2014, Silekol Sp. z 0.0.’s liability undeet
facility was PLN 0. The surety expires on July 28@16;

e) Surety of PLN 11,500 thousand issued to PfleidBrespan S.A. in connection with a credit facility
given to Pfleiderer Prospan S.A. by Millennium BaBIlA. As at December 31st 2014, Pfleiderer
Prospan S.A.’s liability under the facility was PL222 thousand. The surety expires on June 25th
2016;

f) Surety of PLN 11,500 thousand issued to Silekol Sm.0. in connection with a credit facility
extended to Silekol Sp. z 0.0. by Millennium S.As At December 31st 2014, Silekol Sp. z 0.0.’s
liability under the facility was PLN 0. The suretypires on July 25th 2016;

As at December 31st 2013, the Company had isseciitbwing sureties:

Amount of liability

Origination in foreign PLN Maturity date
Debtor Creditor date maximum currency ‘000
Sureties in EUR:
Pfleiderer MDF Sp. z. 0.0. PKO BP S.A. Apr 24 2009 1,115 1,115 4,624 Jul 15 2019
Total: 1,115 1,115 4,624
Sureties in PLN:
Pfleiderer Prospan S.A.,
Silekol Sp. z o.0. BZ WBK S.A. Jun 26 2013 15,000 - Jun 25 2016
Pfleiderer Prospan S.A. Alior Bank S.A. Jun 26 2013 11,500 Jun 25 2016
Silekol Sp. z 0.0. Alior Bank S.A. Jun 26 2013 10,50 - Jun 25 2016
Pfleiderer Prospan S.A. Millennium S.A. Jun 26 2013 11,500 - Jul 25 2016
Silekol Sp. z 0.0. Millennium S.A. Jun 26 2013 15 - Jul 25 2016
61,000 -
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25. Material related-party transactions

Pfleiderer Grajewo S.A.’s related-party transaction2014 and 2013:

Jan 1-Dec 31 2014

Jan 1-Dec 31 2013

Other
income and
income
from sale of
property,
Purchase of plant and Purchase of
products, equipment products,
merchandise, and merchandise,
Finance Other Dividend materials Finance Finance intangible Dividend materials Finance
Related party Revenue income income income and services costs Revenue income assets income _and services costs
Pfleiderer MDF Sp. z 0.0. 115,097 502 - - 58,984 - 103,301 36 - - 46,403 -
Pfleiderer Prospan S.A. 14,882 - - 16,931 7,229 7,024 17,695 - 220 9,991 10,916 7,723
Silekol Sp. z o.0. 946 - - 21,018 68,630 - 813 93 - - 69,869 -
Jura Polska Sp. z 0.0. 736 - 13 46 21,339 - 663 - 8 - 21,883 -
Grajewo OOO 2,076 - - - - - 14,614 2 - - - -
Pfleiderer Service GmbH - - - - 49 - 23 - - - 1,545 623
Pfleiderer GmbH - - - - 2,752 - - - - - 2,578 -
Pfleiderer Holzwerkstoffe GmbH & Co. KG - - 75 - 1,672 - 23 - - - 1,543 -
Pfleiderer Leutkirch GmbH - - - - - - 1 - - - 15 -
Pfleiderer Neumarkt GmbH 92 - - - - - 98 - - - - -
Pfleiderer Gitersloh GmbH - - - - 731 - - - - - 1,683 -
Blitz 11-446 GmbH - - - - - - - 4,866 - - - -
Pfleiderer OO0 *) - - - - - - 2,764 576 - - 41 -
Pfleiderer MDF OOO *) - - - - - - 648 1,090 - - - -
Total 133,829 502 88 37,995 161,386 7,024 140,643 6,663 228 9,991 156,476 8,346

*) As at December 31st 2013, Pfleiderer OO0 aneiddrer MDF OOO were no longer related parties.
The income and expense items for 2013 cover thHeg&om January 1st to January 23rd 2013 in tise ad Pfleiderer OOO, and the period from Januatyd December 30th 2013 in the case of

Pfleiderer MDF OOO.
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Related-party transactions as at December 31st@@d£ecember 31st 2013:

financial, trade and other receivables:

Dec 31 2014 Dec 31 2013
Loans advanced Trade and other Loans advanced Trade and other
Related party receivables receivables
Pfleiderer MDF Sp. z 0.0. 10,027 6,842 9,525 15,536
Pfleiderer Prospan S.A. - 1,297 - 1,868
Silekol Sp. z 0.0. - 116 - 155
Jura Polska Sp. z 0.0. - 68 - 91
Grajewo OOO - - - 192
Pfleiderer Service GmbH - - - 258
Pfleiderer Holzwerkstoffe GmbH & Co. KG - - - 31
Pfleiderer Leutkirch GmbH - - - (2)
Blitz GmbH - - - 4,147
Total 10,027 8,323 9,525 22,277

financial liabilities, trade and other payables:
Dec 31 2014 Dec 31 2013

Related party

Liabilities under
debt securities

Trade payables
and other liabilities

Liabilities under
debt securities

Trade payables and
other liabilities

Pfleiderer MDF Sp. z 0.0. - 4,917 - 4,148
Pfleiderer Prospan S.A. 278,503 - 289,671 -
Silekol Sp. z o0.0. - 11,910 - 6,947
Jura Polska Sp. z 0.0. - 723 - 1,818
Pfleiderer Service GmbH - - - 146
Pfleiderer GmbH - 601 - 518
Pfleiderer Neumarkt GmbH - - - 831
Pfleiderer Gutersloh GmbH - 52 - 101
Pfleiderer Holzwerkstoffe GmbH & Co. KG - 604 - 498
Total 278,503 18 807 289,671 15,007

All related-party transactions were executed oaram's length basis.

No security was created for any outstanding retdds and all such receivables will be settledashc Issued securities have been described in2dotd
this financial statement. In the reporting period costs related to doubtful or non-performing neadgles under related-party transactions were n@sed.
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Remuneration of members of the Management and Supeisory Boards

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

Jan 12014 Jan 12013
Name Dec 31 2014 Dec 31 2013
Wojciech Gytkiewicz 1,407 1,338
Rafat Karcz 807 794
Dariusz Tomaszewski 805 766
Radostaw Wierzbicki 0 834
Total 3,019 3,732

As at December 31st 2014, the number of Pfleid&mjewo shares held by the members of the
Management Board was as follows:

- President of the Management Board Wojcieatk{&wicz - 5,400 Company shares
- Member of the Management Board Rafat Karcz 73 8ompany shares
- Member of the Management Board Dariusz Tomaszewski - 4,108 Company shares

The managerial contract between Pfleiderer Grajéswd. and Mr Rafat Karcz, Member of the
Management Board, provides, in case of terminatibihe contract before December 31st 2015, a
contractual penalty amounting to a remuneratioraieimg until December 31st 2015. Contract provides
for a 12-month notice period with effect as of @mel of calendar half-year.

The managerial contract between Pfleiderer Pro§hAnand Mr Dariusz Tomaszewski, Member of the
Management Board, contains a provision entitling Mimaszewski to receive a one-off termination
benefit equal to his one-month remuneration ifdbetract is terminated by notice.

The managerial contract with Mr Wojciechit@ewicz, President of the Management Board, presjdn
case of termination of the contract before Decenddet 2015, a contractual penalty amounting to a
remuneration remaining until December 31st 20151tat provides for a 12-month notice period with
effect as of the end of calendar half-year.

Remuneration paid to members of Pfleiderer Grajwi’'s Supervisory Board in the reporting period
was as follows:

Jan 12014 Jan 12013
Name Dec 31 2014 Dec 31 2013
Michael Wolff 210 210
Jan Wdniak 105 105
Jochen Schapka 105 105
Hans-Kurt von Werder 0 17
Gerd Hammerschmidt 52 105
Gerd Schubert 53 0
Richard Mayer 105 88
Total 630 630

As at December 31st 2014, the members of Pfleid&rajewo S.A.’s Supervisory Board held no
Company shares.

As at December 31st 2014, the members of the Mamagieand Supervisory Boards of Pfleiderer
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Grajewo S.A. had no outstanding debt under loaa the Company.

Supplementary information to the statement of casflows

Structure of cash and cash equivalents

Dec 31 2014 Dec 31 2013
Cash in hand and at banks 4,527 4,826
Cash disclosed in the statement of cash flows 4,527 4,826
Change in trade and other payables
Dec 31 2014 Dec 31 2013
Increase/(decrease) in trade and other payables , 9286 21,744
Decrease in liabilities from acquisition of fixegsets (7,444) (3,310)
Set-off of liabilities and receivables under loaglvanced 0 2,597
Interest accrued but not received in the reponiegod 0 12
Change in liabilities disclosed under disposal etibsidiary 6,598 (7,988)
Liabilities related to shares in subsidiaries 30,351 (30,351)
(7,423) (17,296)

Court proceedings

On April 2nd 2012, Pfleiderer Grajewo S.A. (the étd) and Pfleiderer Prospan S.A. (a subsidiary)

received a decision of the President of the Offit€ompetition and Consumer Protection, dated March
30th 2012, concerning the instigation of anti-trpgiceedings on suspicion that Kronospan Szczecinek
Sp. z 0.0., Kronospan Mielec Sp. z o0.0., Kronopp! & 0.0., Pfleiderer Grajewo S.A. and Pfleiderer

Prospan S.A. acted in collusion to frustrate coitipat on the domestic chipboard and fibreboard

markets.

In the course of the proceedings, Pfleiderer Graj&wA. and Pfleiderer Prospan S.A., its subsidiary,
provided additional information required by the i©df At present, based on the available information
Pfleiderer Grajewo S.A.’s Management Board is b @0 assess the risk of a negative outcome of the
proceedings or determine the estimated closingaféates proceedings.

Other than the proceedings referred to above, #rer@o court, arbitration or administrative pratiegs
pending with respect to any liabilities or clainfstike Company, whose value would represent 10% or
more of the Company’s equity.

Events subsequent to the end of the reporting perib

After December 31st 2014, Pfleiderer Grajewo Sakried out 10 issues of commercial paper in thenfor

of short-term notes to optimise the Group’s finah@iquidity management. The notes were issued unde
the Note Issue Programme Agreement executed on22mg 2003 with Bank PEKAO S.A. The notes
were issued in accordance with the Polish BondsoAdune 29th 1995 as PLN-denominated, unsecured,
zero-coupon bearer securities in book-entry fortme Tiotes are redeemed at nominal value. The notes
were acquired by the subsidiary Pfleiderer Prospan

After December 31st 2014, the following changesuoea in the composition of the Supervisory Board:

1. On January 30th 2015, pursuant to a ResolutioheEitraordinary General Meeting of the Company
Mr Michael Wolff was recalled from the position thfe Chairman of the Supervisory Board, and Mr
Gerd Schubert was recalled from the position ofeariider of the Supervisory Board.

2. On January 30th 2015, the Extraordinary General tiigeof the Company appointed Mr
Paolo G. Antonietti and Mr Michael F. Keppel to thepervisory Board.
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On February 16th 2015 the Supervisory Board apediiélr Paolo G. Antonietti for a position of
Chairman of Supervisory Board and Mr. Michael F.pgel for a position of Vice Chairman of the
Supervisory Board.

On February 16th 2015, the Supervisory Board diéérer Grajewo S.A.:

appointed Mr Michael Wolff to the position of theeBident of the Parent’s Management Board,
appointed Mr Gerd Schubert to the position of thenNer of the Management Board, Chief

Operating Officer,

recalled Mr Wojciech @kiewicz from the position of President of the Mgament Board, and
appointed him as the Member of the Management Bdaeshsformation Director.

Michael Wolff
President of the Management Board

Rafat Karcz

Member of the Management Board, Chief
Financial Officer

Wojciech Gatkiewicz
Member of the Management Board, Chief
Transformation Office

Gerd Schubert
Member of the Management Board, Chief
Operating Officer

Ewa Staaska
Person responsible for the accounting
records

Grajewo, March 18th 2015

Dariusz Tomaszewski
Member of the Management Board, Sales Director

Supplementary notes to the annual separate firlsstatements
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1. FINANCIAL HIGHLIGHTS

Revenue from sales of products,
merchandise and materials

Operating profit
Profit before tax
Net profit

Net cash from operating activities

Net cash from investing activities

Net cash from financing activities
Total net cash flow

Basic earnings/(loss) per share
(PLN / EUR)

Diluted earnings per share

(PLN / EUR)

PLN/EUR average exchange rate

Total assets
Liabilities
Non-current liabilities
Current liabilities
Equity

Share capital
Number of shares

Book value per share (PLN/EUR)
PLN/EUR exchange rate as at the
reporting date

Jan 1-Dec 31 Jan 1-Dec 31

Jan 1-Dec 31 Jan 1-Dec 31

2014 2013 2014 2013
PLN ‘000 EUR ‘000
652,518 669,253 155,758 158,930
39,298 39,584 9,381 9,400
66,095 124,207 15,777 29,496
60,549 86,003 14,453 20,423
69,301 4,605 548 1,094
(30,643) 477,607 (7,315) 113,419
(38,957) (4710 (9,299) (113,775)
(299) 3,107 (71) 738
1.22 1.73 0.29 0.41
1.22 1.73 0.29 0.41
4.1893 4.2110
Dec 312014 Dec 312013  Dec 31 2014 Dec 31 2013
PLN ‘000 EUR ‘000
1,084,496 1,080,579 254,439 260,556
399,705 457,550 93,777 110,327
10,991 6,520 2,579 1,572
388,714 451,030 91,198 108,755
684,791 623,029 160,662 150,229
16,376 16,376 3,842 3,949
49,624,000 49,624,000 49,624,000 49,624,000
13.80 12.55 3.24 033.
4.2623 4.1472
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2. GENERAL INFORMATION

Pfleiderer Grajewo S.A.'s principal place of busié Grajewo, a town in north-eastern Poland.

Initially, the Company operated under the name altaZdy Plyt Widrowych S.A. of Grajewo and was
originally registered on July 1st 1994 by the DestCourt, Commercial Court of Lo, in Section B of
the Commercial Register under entry No. 270. Sulesatty, on May 9th 2001, it was registered by the
District Court of Bialystok, 12th Commercial Divisi of the National Court Register, under entry No.
KRS 0000011422. On September 18th 2002, the Congpatgnagement Board received the decision of
the District Court of Biatystok to enter the Compannew name in the National Court Register.
Accordingly, on September 18th 2002, the Compamyenavas changed to Pfleiderer Grajewo S.A. The
registered office of Pfleiderer Grajewo S.A. isuaied at ul. Wiérowa 1, Grajewo, Poland. The Compan
shares are publicly traded. In accordance withRblsh Classification of Business Activities, Pélerer
Grajewo S.A. is registered under No. 1621 Z.

The business of Pfleiderer Grajewo S.A. consistthenmanufacture and veneering of wood and wood-
based products, impregnation of paper, trade iarféband abroad, provision of industrial servicéstee
to its core business, as well as other servicesxbas resources held.

1.1. Pfleiderer Grajewo Management Board

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

1. Wojciech Gytkiewicz President of the Management Board
2. Rafat Karcz Member of the Management Board
3. Dariusz Tomaszewski Member of the Management Board

In the 12 months ended December 31st 2014, there neechanges in the composition of the Company’s
Management Board. On February 16th 2015, the SigoeywBoard of Pfleiderer Grajewo S.A.:

- appointed Mr Michael Wolff President to the positaf the Parent's Management Board,

- appointed Mr Gerd Schubert Member to the positibiofothe Management Board, Chief Operating
Officer,

- recalled Mr Wojciech @kiewicz from the position of President of the Mgament Board, and
appointed him Member of the Management Board, Toamsation Director.

As at this Report's date, the Parent's ManagemesutcBconsisted of:

1. Michael Wolff President of the Management Board
2. Rafat Karcz Member of the Management Board
3. Gerd Schubert Member of the Management Board
4. Wojciech Gtkiewicz Member of the Management Board
5. Dariusz Tomaszewski Member of the Management Board

1.2. Supervisory Board
As at December 31st 2014, the composition of thei@my's Supervisory Board was as follows:

1. Michael Wolff Chairman of the Supervisory Board
2. Jochen Schapka, Member of the Supervisory Board
3. Gerd Schubert, Member of the Supervisory Board
4. Richard Mayer Member of the Supervisory Board
5. Jan Waniak Member of the Supervisory Board

During 12 months ended December 31st 2014, thewolg changes occured in the composition of the
Company's Supervisory Board:
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1. On June 23rd 2014, Mr Gerd Hammerschmidt resigmed fthe position of a Member of the
Supervisory Board of Pfleiderer Grajewo S.A. effexcfrom June 29th 2014.

2. On June 30th 2014, Mr Gerd Schubert was appoimted position of the Member of the Supervisory
Board.

The following changes in the composition of the &ujsory Board occured after December 31st 2014:

1. On January 30th 2015, pursuant to a resolutiorhefRarent's Extraordinary General Meeting, Mr
Michael Wolff was recalled from the position of @maan of the Supervisory Board, and Mr Gerd
Schubert was recalled from the position of Memldehe Supervisory Board.

2. On January 30th 2015, the Extraordinary GeneraltiMgeappointed the following persons to the
Supervisory Board Mr Paolo G. Antonietti and Mr ke| F. Keppel.

On February 16th 2015 the Supervisory Board apedirtlr Paolo G. Antonietti for a position of
Chairman of Supervisory Board and Mr. Michael F.pgel for a position of Vice Chairman of the
Supervisory Board.

As at this Report's date, the Supervisory Boardisted of:

Paolo G. Antonietti Chairman of the Supervisory Bba

Michael F. Keppel
Jochen Schapka
Richard Mayer
Jan Waniak

aprLOE

Deputy Chairman of the Superyiddoard
Member of the Supervisory Board
Member of the Supervisory Board
Member of the Supervisory Board

All duties and responsibilities of the audit contaét were transferred to the Parent's SupervisogydBo

2. Pfleiderer Grajewo S.A.'s shareholders structure

Shareholding structure Number Oyvnership Number of votes % of votes

of shares interest at GM at GM
Pfleiderer Service GmbH 32,308,176 65.11% 32,3@8,17 65.11%
Aviva OFE Aviva BZ WBK 4,928,816 9.93% 4,928,816 9%
ING OFE 2,639,144 5.32% 2,639,144 5.32%
Other shareholders 9,747,864 19.64% 9,747,864 19.64%
TOTAL 49,624,000 100.00% 49,624,000 100.00%

The information on the number of Company sharesl bl Aviva OFE (former Commercial Union
Otwarty Fundusz Emerytalny BPH CU WBK) is sourceahf the most recent notification of shareholding
change, received by the Company on July 10th 2007.

The information on the number of Company shared bgl ING OFE is sourced from the most recent
notification of shareholding change, received iy @ompany on June 5th 2009.

The number of the Company shares held by its mharedolder, Pfleiderer Service GmbH, did not
change.

3. External factors with a bearing on the Company’s bginess:

- Dependence on key customers — relationships witttomers are based on long-term framework
agreements providing the parties with assuranstatie cooperation and lasting development.

- Customer credit risk — the Company monitors tharfmal liquidity of its customers on an ongoing
basis, mitigating the customer credit risk by udiiagle credit insurance.
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5.

Dependence on suppliers — key raw materials puechbg the Company include wood and recycled
wood , decorative paper, chemical substances, authime parts. The Company mitigates the related
risk by using diversified sources of supplies. &ages in prices of raw materials affect the Company
as well as its competitors and for this reason dbhave an adverse impact on the Company’s
competitive position.

Currency risk — the Company does not incur anyiigmt currency risk. It monitors its exposure to
exchange-rate fluctuations on an ongoing basigelies on natural hedging and forward transactions
to hedge the risk.

Seasonality — sales fall in the second quarteryafaa, while the sales peak is observed in thenseco
half of the financial year. Seasonal changes dagivat rise to a significant risk for the Company as
lower sales in the period are accompanied by lopeechases of raw materials. The Company’s
liquidity remains relatively stable over the period

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

- Technological process — the technologies employedhle Company involve exposure to fire
hazard. To mitigate that risk, the Company usesmber of technical and organisational safeguards.
Risk of unscheduled unplanned downtime is redugetthd annual maintenance and modernization as
well as maintaining a strategic stock of sparespart

- Debt risk — the Company is the parent of the otheyup companies. Therefore, it bears all the
burdens related to the financing of investmentgmtgj within the Group. The debt level is monitored
on an ongoing basis. To mitigate the liquidity righe Company uses a full spectrum of available
financial instruments.

Plans and development prospects for 2015

In 2015, the Pfleiderer Grajewo Management Boaltbinvparticular focus on:

Continued implementation of the long-term investtmprogramme to upgrade the Group's plants,
better align its production capacities with mankeéds and generate cost efficiencies.

Continued roll out of standardised visual idenétion for Pfleiderer Partner sale outlets.

Adapting the product offering to meet market needmt only in terms of quality, but also design —
through continued collaboration with designers autive presence at trade events for interior
designers (promotion of new designs for finishaditure products).

Other standard growth initiatives to be implemerite@015:

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

Geographical expansion and development of the ptadix.

Implementation of a project designed to improveesalshorten delivery dates, and expand and
consolidate the Pfleiderer dealership network.

Implementation of new technical systems and efficje improvement of the Company through
further optimisation of the production processes @st savings programme.

Promotion of the Pfleiderer brand as a modern amtirmuously developing organisation, which
implements state-of-the-art technologies and rdspke natural environment.

Development of Premium brands and product lines.

Initiatives carried out by Pfleiderer Grajewo S.A.in 2014:

Implementation of a project to increase sales enetkisting and new markets and shorten delivery
dates.

Expansion and consolidation of the dealership nétwaoll out of the standardised visual
identification concept for Pfleiderer Partner asreale outlets.

Continuation and completion of the long-term inw@stt programme to upgrade the Group's plants,
better align its production capacities with mankeéds and generate cost efficiencies.

Optimisation of production and costs.
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- Analysis of production and sales volumes and aiigghem to current market demand.

- Enhancement of security of trade.

- Optimisation efforts designed to improve the Conympperating efficiency.

- Securing of wood and chemicals supplies.

- Improvement of the quality of products and services

- Enhancement of efficiency and production procetizesigh tight cost control.

- Promotion of the Company’s image as a financigbypke and reliable business partner.

- Strengthening of Pfleiderer’'s market position bgrpoting the Pfleiderer brand and vision.
- Finalisation of acquisition of shares in subsidiari

7. Financial standing of Pfleiderer Grajewo S.A.

The financing structure of the Company’s assess ifollows:

Dec 31 2014 Dec 31 2013

PLN ‘000 PLN ‘000
Equity 684,791 623,029
Non-current liabilities 10,991 6,520
Long-term capital (equity + non-current liabilitjes 695,782 629,549
Current liabilities 388,714 451,030

In 2014, Pfleiderer Grajewo S.A. financed its ofierss chiefly with own funds and, to a certain exte
with bank borrowings and issues of notes acquiseBfleiderer Prospan S.A.

As at December 31st 2014, the Company’s debt auiistg under short-term notes in issue was PLN
278,503 thousand, whereas debt under bank borrevintglled PLN 11,149 thousand.

8. Workforce and remuneration at Pfleiderer Grajewo SA.—

As at December 31st 2014, the Company employeds&ff) including the management personnel and
staff working under managerial contracts or apmalnby the Supervisory Board. The Company's
workforce structure as at the end of the reporfiagod and the end of the corresponding periochef t
previous year was as follows:

Dec 31 2014 Dec 31 2013

Employees
- direct production employees 270 278
- indirect production employees 132 131
- administration, office and other employees 165 316
- management staff 3 3
Total 570 575

The headcount at Pfleiderer Grajewo S.A. has remdaielatively stable for a long time.

Remuneration of the members of the Pfleiderer @Gmaj®lanagement Board, including bonuses paid for
the period January 1st — December 31st 2014 wkdlaws:

Position held: First name and Jan 12014 Jan 12013
surname: —Dec 31 2014 —Dec 31 2013

President of the Management Board - WojciegtkiBwicz PLN 1,407 thousand PLN 1,338 thousand

Member of the Management Board - Rafat Karcz PLR ®@usand PLN 794 thousand

Member of the Management Board - Dariusz Tomaszewsk PLN 805thousand PLN 766 thousand

-6-
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Member of the Management Board - Radostaw Wierzbick PLN Othousand  PLN 834 thousand

In addition, the Management Board Members listemyalveceived the following remuneration for holding
managerial positions at Pfleiderer Prospan S.A.:

Position held: First name and Jan 12014 Jan 12013

surname: —Dec 31 2014 —Dec 31 2013
President of the Management Board - WojciegtkiBwicz PLN 962 thousand PLN 898 thousand
Member of the Management Board - Rafal Karcz PLB thbusand  PLN 487 thousand

Member of the Management Board - Dariusz Tomaszewsk PLN 554thousand PLN 521 thousand
Member of the Management Board - Radostaw Wierzbick PLN Othousand  PLN 153 thousand

In addition, during the reporting period Rafat Kaand Dariusz Tomaszewski, served as the management
of a subsidiary Pfleiderer MDF Sp. z 0.0 withaetaiving any remuneration.

The managerial contract with Mr Wojciechytéiewicz, President of the Management Board, presjdn
case of termination of the contract before Decenifst 2015, a contractual penalty amounting to a
remuneration remaining until December 31st 2015t@at provides for a 12-month notice period with
effect as of the end of calendar half-year.

The managerial contract between the Company an&afat Karcz, Member of the Management Board,
provides, in case of termination of the contracfote®e December 31st 2015, a contractual penalty
amounting to a remuneration remaining until Decantikst 2015. Contract provides for a 12-month
notice period with effect as of the end of calertuf-year.

The managerial contract executed by Pfleiderergam$s.A., a subsidiary, with Mr Dariusz Tomaszewski
member of the Management Board, contains a provigatiting Mr Tomaszewski to a one-off
termination benefit equal to his one-month remuti@ndf the contract is terminated by notice.

Remuneration paid to the members of the CompangiSigory Board in the reporting and comparative
periods was as follows:

Position held: First name and Jan 12014 Jan 12013
surname: -Dec 31 2014 —Dec 31 2013
Chairman of the Supervisory Board —Michael Wolff NPR10 thousand  PLN 210 thousand
Member of the Supervisory Board —Jan iviak PLN 105 thousand  PLN 105 thousand
Member of the Supervisory Board —Jochen Schapka RNthousand  PLN 105 thousand

Member of the Supervisory Board —Hans-Kurt von Véerd ~ PLN 0 thousand PLN 17 thousand
Member of the Supervisory Board —Gerd Hammerschmidt PLN 52 thousand  PLN 105 thousand
Member of the Supervisory Board —Richard Mayer AIa$ thousand  PLN 105 thousand
Member of the Supervisory Board —Gerd Schubert BBNhousand PLN O

As at December 31st 2014, the members of the Mamage and Supervisory Boards of Pfleiderer
Grajewo S.A. had no outstanding debt under loara the Company.

9. Number of Pfleiderer Grajewo S.A. shares held by th management staff

As at the date of this Report holdings of Compamres owned by the Management Board members were
as follows:

Memeber of the Management Board Wojciecltkiwicz 5,400 Company shares
Member of the Management Board Rafat Karcz 3,47 aamy shares
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Member of the Management Board Dariusz Tomaszewski 4,108 Company shares

As at December 31st 2014, members of the SupewiBoard of Pfleiderer Grajewo S.A. held no
Company shares.

10. Production volume and structure

In 2014 and 2013, the production volumes at Pfleidé&rajewo S.A. by key product groups were as
follows:

Jan 1- Jan 1-

Dec 31 2014 Dec 31 2013

Gross production of raw chipboards ths cubic m 613.5 586.4
(finished product; semi- product for the of lamiedichipboards)

Production of laminated chipboards ths sq. m 1®BA5 17,515.5

In 2014, there was a slight change in the prodocitoucture as compared with 2013. Production wf ra
chipboard increased by 4.61%, while productioraafihated chipboard decreased by 7.76% on 2013.

11. Sales volume and structure

Revenue reported by the Company in 2014 was PLN6@BZhousand, down 2.5% year on year.

The table below presents revenue by geographigaire

Jan 1—- Jan 1—-
Dec 31 2014 Dec 31 2013

Domestic sales 463,154 439,724
- revenue from sale of products 333,207 321,685
- revenue from sale of merchandise and materials 101,808 89,551
- revenue from rendering of services 28,139 28,488
Foreign sales 189,364 229,529
- revenue from sale of products 177,076 212,040
- revenue from sale of merchandise and materials 9,566 14,511
- revenue from rendering of services 2,722 2,978
Total: 652,518 669,253

The table below presents revenue by product group:

Jan 1-Dec 31 2014 Jan 1-Dec 31 2013

value % share value % share
Revenue from sale of products 510,284 78.20% 53357 79.75%
Chipboard 397,652 60.94% 395,296 59.07%
Finish foil (foil, edge banding, edge foil) 56,265 8.62% 90,860 13.57%
Other (fibre mats, packaging) 56,367 8.64% 47,569 7.11%
Revenue from sale of merchandise and materials 1BVA 17.07% 104,062 15.55%
Materials 99,836 15.30% 89,356 13.35%
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Merchandise 11,538 1.77% 14,706 2.20%
Revenue from rendering of services 30,860 4.73% 4566 4.70%
Total: 652,518 100.00% 669,253 100.00%

Sales volumes of Pfleiderer Grajewo S.A.’s key piats!:

By product group (thousand cubic Jan 1- Jan 1-
meters) Dec 31 2014 Dec 31 2013
Raw chipboard ths cubic m 294.0 259.5
Laminated chipboards ths sqgm 15,650.8 17,332.3

The furniture industry continues to be the mostangnt sector for Pfleiderer Grajewo S.A. as itcactds
for 95% of total sales. The Company takes stepsdce effectively place its products on the interior
design market. On the other hand, it focuses affantexpanding its presence on the constructiokehar
which is becoming increasingly more attractivedbipboard manufacturers in Poland.

The Company's long-term sales strategy for theitfinen market is based on three key distribution
channels:

- Sales to industrial customers,

- Sales to the Pfleiderer Partner dealership net@RiFknetwork)

- Export sales

Company’s sales by distribution channels in 2013420

Sales structure in 2013-2014 (PLN '000)

250 000+

200 000+

150 000 -

100 000 -

50 000

2013 2014

‘ OExports mOther ®Industry BPP network B Intra-group sale$

Figure: Sales structure in 2013-2014 (PLN '000)

The Company's key distribution channels remairolieviis:

- export sales,
- direct sales to large and medium-sized furnituoglpcers, and
- sales to the Pfleiderer Partner network.
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In 2014, sales to large and medium-sized furnipnaucers increased by 18% in comparison to 2013.
Exports sales decreased by 19% on 2014, which wasaly attributable to lower film sales to the
Russian production plant, which had been sold éarB013 and lower demand on Eastern markets due to
geopolitical instability. Sales to the PfleideraartPer network saw a 12% year-on-year decreasea- Int
group sales to other companies of the Pfleideraje@o Group in Poland rose by 7%.

Shares of individual distribution channels in Rftsier Grajewo S.A.'s total sales in 2014:

Shares of distribution channels in 2014 sales:

Intra-group sales
20.1%

Exports
28.7%

PP network
18.4%

Other
1.7%

Industry
31.1%

Figure: Company’s sales by distribution channel@dth4 (%)

Relative to the previous year, the share of exdeitdrom 34.5% to 28.7%. The share of direct sat®
furniture producers rose from 25.5% to 31.1%, wiiile share of sales to the Pfleiderer Partner m&two
fell from 20.4% to 18.4% and that of intra-groupesagrew from 18.1% to 20.1.

12. Procurement

Wood, chemicals used in chipboard and plaster naatwfing and decorative papers are the main raw
materials used in production at Pfleiderer Graj&uwh.

In 2014, the Company purchased raw wood from fticeat sources, located in close proximity to the
plants.

Group is not dependent on a single supplier. THeevaf transactions did not exceed 10% of the total
purchases with any of suppliers in 2014.

13. Economic and financial data

The cost of raw materials and consumables usedtinues to be the most significant componenthef
Company's cost structure, accounting for 59% oéstlenses by nature. The item comprises consumption
of raw materials used directly in production, sashwood, resin for chipboard production, other dbals

and decorative papers.

-10 -
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With a 9% and 8% share, respectivdimployee benefits expenard Servicesare the second largest
component in the Company's cost structure. The $ligine of services in the overall cost structuselts
from the fact that certain auxiliary functions ametsourced and certain types of services are wiatia
from external companies. Also, there has been dugfancrease of transport costs related to prosialets
and materials procurement.

In the current period an increase in depreciatimhamortization can be observed. It results pripmémm
the investment program, as well as a change inadethaccounting for annual overhauls, which silasg
year are capitalized .

In 2014, there were no significant changes in otlst items compared with 2013.

A 42% decrease in finance cost over the reportiegod was attributable mainly to a material debt
reduction and elimination of the effect of diffece:s on translation of loans granted to Pfleidel@OCand
Pfleiderer MDF OOOQO, which totalled PLN 0 as at Daber 31st 2014.

In 2013 and 2012, the Group earned the followidgssaargins:

201¢ 2012
Gross margin
10.13 % 18.56 %
Profit before tax / reven:
Net margin 9.28 % 12.85 %

Net profit / revenu

In 2014, net and gross margins were down year ange the back of lower profit earned in 2014 retat
to 2013. The lower profit before tax and net profit014 results from recognising PLN 92,026 thodsa
gains on disposal of shares and assets in subsgliar 2013. After excluding these effect profitei
ratios improved mainly due to significantly lowéndncing costs.

14. Use of bank borrowings

14.1. Bank loan agreements

On June 26th and 27th 2013, Pfleiderer Grajewo 8rAl the subsidiaries Pfleiderer Prospan S.A. and
Silekol Sp. z 0.0. entered into credit facility agments. The total credit limit available under féadlities
with four banks amounts to PLN 300,000 thousandsadres the financial liquidity of the Company.

- Credit facility agreement with Bank Millennium S.A.

On June 26th 2013, the Company entered into twaitdigcility agreements with Bank Millennium S.A.,
for an aggregate amount of PLN 100,000 thousarmtljdmg a PLN 75,000 thousand multi-purpose credit
facility agreement and an overdraft facility agreetof up to PLN 25,000 thousand.

At the same time, Pfleiderer Prospan S.A., a suigidf the Company, entered into an overdraftlitgci
agreement with Bank Millennium S.A., for up to PIR,000 thousand. Moreover, subsidiary Silekol Sp. z
0.0. entered into an overdraft facility agreemerthvBank Millennium S.A., for up to PLN 10,000
thousand. Total liabilities of all the three boreya under the four credit facility agreements védnk
Millennium S.A. may not exceed the aggregate of RIOR,000 thousand. The multi-purpose credit facilit
agreement provides for the repayment of the eftiae after five years from its execution, while the
overdrafts are to be repaid within three years. fHadities are used to finance the borrowers' ttagay
operations.

The four credit facilities are secured primarilythwa mortgage on developed properties (cross-eokad
for the benefit of the other three banks), i.e. empany's production plant in Grajewo and the
Wieruszéw production plant owned by Pfleiderer Peos S.A., as well as with a pledge over the

-11 -
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production plants' machinery. Additionally, bothledfderer Prospan S.A. and Silekol Sp. z o.0. issued
guarantees of up to PLN 115,000 thousand for #imliiies of the Company under the credit facifitie

- Credit facility agreement with Alior Bank S.A.

On June 26th 2013, the Company entered into a P800 thousand credit facility agreement with Alior
Bank S.A. The facility, used to finance the Comparmay-to-day operations, is to be repaid in fullhm

five years from the agreement execution date. &t gdame time, the Company and the subsidiaries
Pfleiderer Prospan S.A. and Silekol Sp. z o.o.redtinto an overdraft facility agreement with Alidank
S.A., for up to PLN 25,000 thousand, under whiahliank granted to the Parent an overdraft limRIdf
25,000 thousand and separate sub-limits of PLNODOtBousand to Pfleiderer Prospan S.A. and Silekol
Sp. z 0.0. each. The facility, used to financeltbwowers' day-to-day operations, is repayableiwittree
years from the agreement execution date. Theltahilities of all the three borrowers under theoteredit
facility agreements with Alior Bank S.A. may notcerd the aggregate of PLN 100,000 thousand.

Those two credit facilities are secured primariljthwa mortgage on developed properties (cross-
collaterised for the benefit of the other threeksani.e. the Company's production plant in Grajeamd

the Wieruszéw production plant owned by PfleidePeospan S.A., as well as with a pledge on the
machinery of the Pfleiderer Prospan production tpl&dditionally, both Pfleiderer Prospan S.A. and
Silekol Sp. z o0.0. issued guarantees of up to PILB,A00 thousand for the liabilities of the Company
under the credit facilities.

- Credit facility agreement with Bank Zachodni WBK S A.

On June 26th 2013, the Company entered into a PRJO0O thousand multi-purpose credit facility
agreement with Bank Zachodni WBK S.A. The creddility, designated to ensure liquidity and finance
capital expenditure, is to be repaid in full afige years from the execution of the agreementhatsame
time, the Company and the subsidiaries Pfleideresgain S.A. and Silekol Sp. z 0.0. entered into an
overdraft facility agreement with Bank Zachodni WEBXA., for up to PLN 15,000 thousand (a joint
overdraft limit for all three borrowers). The fati| designated to ensure liquidity and financeitehp
expenditure, is to be repaid in full within thresays from the agreement execution date. Totaliliaksi of

the three borrowers under the two agreements widhkBZachodni WBK S.A. may not exceed an
aggregate of PLN 60,000 thousand.

The two credit facilities are secured primarily lw@a mortgage on developed properties (cross-cafate
for the benefit of the other three banks), i.e. empany's production plant in Grajewo and the
Wieruszow production plant owned by Pfleiderer Pess S.A., as well as with a pledge over the
machinery of the Company's production plant.

- Credit facility agreement with Bank Ochrony Srodowiska S.A.

On June 27th 2013, the Company entered into a PQ08 thousand multi-purpose credit facility
agreement with Bank Ochror§rodowiska S.A. to finance the Company’'s day-to-d@grations. The
facility is to be repaid after five years from tth@te of execution of the agreement.

The credit facility is secured primarily with a ngaeige on developed properties (cross-collaterisethe
benefit of the other three banks), i.e. the Comfsapyoduction plant in Grajewo and the Wieruszéw
production plant owned by Pfleiderer Prospan Sa&.well as with a pledge over the machinery of the
Company’s production plant.

As at December 31st 2014, debt outstanding undebémk borrowings used by the Company totalled
PLN 11,149 thousand.
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The table below presents information on interestsrand maturity dates of the credit facilitiescdssed

above.
As at Dec 31 2014
Maturity Non-current

Lender Interest rate date Security Current portion portion
Millennium S.A. 1M WIBOR + margin  Jun 25 2018 M°rtgages, 2,373

pledges
Millennium S.A. 1M WIBOR + margin  Jun 25 2016 °rgages, 2,361

pledges
Alior Bank S.A. 1M WIBOR + margin Jun 25 2018 mortgage 826
Alior Bank S.A. 1M WIBOR + margin Jun 25 2016 mortgage 868
BZ WBK S.A. 1M WIBOR + margin ~ Jun 252018 Mortgages, 0

pledges
BZ WBK S.A. 1M WIBOR + margin  Jun 252016 Mort9ages, 1,996

pledges
BOS Bank S.A. 3M WIBOR + margin  Jun 25 2018 Mortdages, 2,725

pledges

Total 11,149 0

15. Investments and overhauls

To ensure proper operation on the market and ilisyaio satisfy the customers' growing expectasipthe
Company must maintain its plant and equipment énttst technical and technological condition. 16420
the Company expensed PLN 10,406 thousand on repaids maintenance of plant and equipment
(including capitalised expenditure). The Compasjferts in this respect result in gradual improvemaf
product quality and higher production capacity.

To maintain appropriate production volumes and isb@stly enhance product quality, the Company made
capital expenditure, which in 2014 was allocatefth to increasing productivity. The largest prcije
were: completion of construction of sorting millrfdry wood shavings (PLN 16,692 thousand) and
stormwater and industrial wastewater sewage sy$Rit 5,232 thousand); and launch of Phase 2 of
modernisation of the wood waste collection and @ssing line and removal of mineral impurities
“Recycling - Phase 2" (PLN 12,093 thousand). ThenGany's capital expenditure (net of capitalised cos
of repair) totalled PLN 52,647 thousand in 2014.

16. Marketing activities in 2014

16.1. Marketing objectives:

- Positioning Pfleiderer as a premium brand;

- Enhancement of the Pfleiderer brand recognitiomém segments (architects, designers and end
users);

- Strengthening the Company's position in the investrmarket;

- Strengthening the Company's position in local miatke

- Strengthening the Company's position in the constm market.

16.2. Marketing activities on the furniture and interior design markets:

16.2.1. Product policy:
Product-related marketing activities on the funr@tand interior design markets primarily focused on

- Market launch of new collection of decors, lamimathipboard and kitchen worktops;
- Launch of the decor project with Oskagta and Piotr Kuchaski;
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- Market launch of the new line of Duropal high-prggslaminates;
- Continued development of new products while redytie number of slow-moving products — active
management of the product portfolio.

16.2.2. Communication policy:
Our communication-related marketing activities l@ furniture and interior design markets focused on

- Intensification of PFL's/Pfleiderer's model of commrcation with the market;

- Intensification of external and internal visual ntiécation of Pfleiderer Partner network on the
domestic and selected foreign markets;

- Organisation of training courses for the salesdafthe Pfleiderer Partner network;

- Support for advertising activities of the PfleidelPartner network in the regions;

- Participation in regional fairs and events orgashibg the Pfleiderer Partner network in Poland and
abroad,;

- Intensification of advertising and PR activitiesidmed to promote Pfleiderer kitchen worktops i th
press and on the Internet;

- Organisation of meetings with key customers frothlmimestic and exports markets;

- Active promotion of the Pfleiderer brand and prddun social media;

- Participation in architecture and design eventsh s the L6z Design Festival and the Design Night
in Wroctaw, and display of solutions for furnishingnd interior design markets in the largest urban
centres (in cooperation with VIRTUS).

- Promotion of new finished furniture products preedrat the MEBLE furniture trade fair in Pozna
Pfleiderer's press conference during the arena GE®vent.

- Active PR efforts and advertising initiatives foedsmainly on presenting inspiring solutions for
home interiors and general public buildings;

- Cooperation with higher education institutions: tbeiversity of Arts of Pozna and the ASP
Academy of Fine Arts of Wroctaw;

- Using the Company's quarterly press conferencetdéwo the presentation of financial results as an
opportunity to meet members of the press (bothnired and general-interest magazines as well as
interior-design and other trade magazines);

16.3. Marketing activities on the construction market:

16.3.1. Product policy:

Product related marketing activities on the comsion market primarily focused on market launchhudf
MFP Clima Face board and on determination of tlipsof products in the BCW (Business Center West)
offering on the BCE (Business Center East) market.

16.3.2. Communication policy:

Communication-related marketing activities on thastruction market mainly included active promotion
of the mfff’ brand of construction board among contractorsstors and end users. Main activities in this
respect included:

- Participation in regional construction fairs, sashthose organised by the PSB Group;

- Organisation of regional training courses for tetaiand contractors;

- Promotional campaign for the mfp® board organisggther with the Castorama retail chain;

- Organisation of meetings with the Company's custeme

- Continuation of activities designed to enhance disavisual presence at retail outlets;

- Development of a joint product catalogue with basi partner — presentation of solutions for the
construction industry.

The overall cost of these activities in the furrétuinterior design and construction market was BL546
thousand (the standard marketing budget) and PL68B5Qthousand (the marketing budget for the Future
Poland project).
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17. Material related-party transactions as at DecembeB1lst 2014

The table below presents related-party transactéaasuted by the Company in the reporting period.
In 2014, the Company did not execute any relatet peansactions other than on an arms’ lengthsbasi

Figures in PLN '000

Jan 1-Dec 31 2014

As at Dec 31 2014

Other income
and proceeds

Purchase of

from sale of merchandise, Trade and Liabilities under

Finance property, plant Dividend servicesand Finance other Receivables under Trade borrowings and

Related party Revenue income and equipment income materials costs receivables loans granted payables bonds
Pfleiderer MDF Sp. z 0.0. 115,097 502 - - 58,984 - 6,842 10,027 4,917 -

Pfleiderer Prospan S.A. 14,882 - - 16,931 7,229 7,024 1,297 - - 278,503
Silekol Sp. z o.0. 946 - - 21,018 68,630 - 116 - 11,910 -
Jura Polska Sp. z 0.0. 736 - 13 46 21,339 - 68 - 723 -
Grajewo OO0 2,076 - - - - - - - - -
Pfleiderer Service GmbH - - - - 49 - - - - -
Pfleiderer GmbH - - - - 2,752 - - - 601 -
Pfleiderer Holzwerkstoffe GmbH & Co. KG - - 75 - 1,672 - - - 604 -
Pfleiderer Neumarkt GmbH 92 - - - - - - - - -
Pfleiderer Gutersloh GmbH - - - - 731 - - - 52 -

Total 133,829 502 88 37,995 161,386 7,024 8,323 10,027 18,807 278,503

-16 -



- Directors' Report
N
PFLEIDERER for the period January 1st-December 31st 2014

18. Management of Pfleiderer Grajewo S.A.’s financial esources in 2014

Financial resources management involves borrowimgngement, which is used to finance working
capital, current operations, investment and cashagement.

Proper management of financial resources is arfachoporting the implementation of other management
areas, including operational management, straggicinvestment projects. This is done in the fifate
through regular financial projections, includingjecctions of debt in the horizon of five years, dhdn
arranging the appropriate sources of funding, i@ firm of bank loans, bonds and factoring. Cash
Management in Pfleiderer Grajewo S.A. aims at optimg the financial costs by minimizing cash and
devoting cash surpluses to repay bank loans, whiely at any time be re-used. The second cash
management objective is to reduce the currencytaishich the Group due to the large export andoirhp

is exposed.

In 2014, Pfleiderer Grajewo S.A. financed all relet projects by the use in the first place surplus
generated from operating activities, using bankég&actoring and bond issues.

As at December 31st 2014, par value of the Compaighbt under notes in issue totalled PLN 279,300
thousand, and debt outstanding under bank borr@wviotplled PLN 11,149 thousand. Cash level is
maintained at optimum level and on December 31428mounted to PLN 4,527 thousand, and PLN
278,052 thousand available under credit lines.

The Company maintains a comprehensive payment itapsed high credibility in the assessment of
strategic lenders. In view of the above, even mkinto account the possible deterioration of the
macroeconomic situation, Management Board belitvaisthere are no risks that could lead to a nlteri
deterioration or loss of liquidity.

19. Financial instruments

19.1. Derivatives

Forward transactions included purchase of foreigmenicy at a predetermined rate. Forward contiarets
executed in order to hedge currency risk relatdoliginess transactions (sale of products, purobfasev
materials, capital expenditure in foreign curresgie

The Company applies hedge accounting, and therdfereffective portion of gains or losses on failue
measurement of forward hedging instruments is neiseg under other comprehensive income and
presented separately as '‘cash flow hedges' undiy.eGains or losses previously recognised in othe
comprehensive income are transferred to the cupembd’s profit or loss in the same period andgame
item in which hedged cash flows are recognisetiénstatement of comprehensive income. The inefiecti
portion of changes in fair value of a derivativetrament is recognised immediately in the curremiqal’s
profit or loss.

As at December 31st 2014, Pfleiderer Grajewo Sefd BO open EUR/PLN FX forward contracts for the
sale of EUR 65,080 thousand with settlement datiiad between January 29th 2015 and December 29th
2016. Valuation of the transactions as at Decerlist 2014 was positive at PLN 1,213 thousand. én th
same period, the gain on settled forward contraas PLN 899 thousand.

19.2. Notes; use of issue proceeds until the date of thHReport

The commercial paper programme, carried out putsimaan agreement of July 22nd 2003 with PEKAO
S.A., consists in issuance of short-term notes. Adtes are issued in accordance with the Polisld8on
Act of June 29th 1995 as PLN-denominated, unsecuezd-coupon bearer securities in book-entry form.

The notes issued by Pfleiderer Grajewo S.A., maguin up to one year, are acquired by Pfleiderer
Prospan S.A. through Bank PEKAO S.A. Thanks to #nimngement, Pfleiderer Grajewo S.A. does not
use higher-rate bank loans and Pfleiderer Prosp&ntas placements bearing higher interest thah suc
instruments as treasury bills. The Bank's fee ésdbst incurred by the Company in connection wigh t
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issue. The notes are a discount instrument — theyissued at a discount to their nominal value and
repurchased by the issuer at nominal value.

As at December 31st 2014, Pfleiderer Grajewo S.delst under notes in issue towards Pfleiderer Rrosp
S.A. was PLN 278,503 thousand (including interestler December 31st 2014, Pfleiderer Grajewo S.A.
carried out 10 issues of commercial paper in thimmfof short-term notes with a view to optimising th
Group’s financial liquidity management, reducing #xternal debt and financing day-to-day operations

Use of proceeds

The notes are used to optimise cash managemerihwlith Company, reduce external debt and finance
day-to-day operations.

19.3. Loans
Loans advanced:

Pfleiderer Grajewo S.A. executes new investmenfepts through its subsidiaries. The projects are
financed partly with credit facilities granted bwriks directly to the subsidiaries and partly witarls
advanced by Pfleiderer Grajewo S.A.

As at December 31st 2014, the Company disclosegivaades of PLN 10,027 thousand under loans
advanced to subsidiary Pfleiderer MDF Sp. z o.0..

The tables below present detailed information ansoadvanced by the Company (all amounts in PLN
thousand):

Subsidiary: Accrued

Jan 1— interest Dec 31 2014
Pfleiderer MDF Sp. z o.0. 9,525 502 10,027
Total 9,525 502 10,027

Interest on loans advanced accrues monthly aniddétoded under finance income. The loan advanced to
Pfleiderer MDF Sp. z o0.0. is denominated in PLN &edr interest at a rate equal to 1M WIBOR plus
margin.

19.4. Sureties
As at December 31st 2014, the Company had issesibitbwing sureties:

a) Surety of EUR 1,115 thousand (PLN 4,752 thousasgl)dd to Pfleiderer MDF Sp. z 0.0. in connection
with a credit facility extended to Pfleiderer MDB.& 0.0. by PKO BP S.A. As at December 31st 2014,
Pfleiderer MDF Sp. z 0.0.'s liability under theifitg was PLN 85,396 thousand. The surety expines o
July 15th 2019.

b) Surety of PLN 15,000 thousand issued to Pfleiderespan S.A. and Silekol Sp. z 0.0. in connection
with a credit facility extended to Pfleiderer GrageS.A. and its subsidiaries, Pfleiderer Prospah S.
and Silekol Sp. z 0.0., by BZ WBK S.A. As at DecemB1st 2014, the companies’ liability under the
facility was PLN 399 thousand. The surety expinesione 25th 2016.

c) Surety of PLN 11,500 thousand issued to Pfleiderespan S.A. in connection with a credit facility
extended to Pfleiderer Prospan S.A. by Alior Bark 3\s at December 31st 2014, Pfleiderer Prospan
S.A''s liability under the facility was PLN 0. Tlarety expires on June 25th 2016.

d) Surety of PLN 11,500 thousand issued to Silekolz3po. in connection with a credit facility exteud
to Silekol Sp. z 0.0. by Alior Bank S.A. As at Dedser 31st 2014, Silekol Sp. z 0.0.'s liability unde
the facility was PLN 0. The surety expires on JR&th 2016.
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e) Surety of PLN 11,500 thousand issued to Pfleiderespan S.A. in connection with a credit facility
extended to Pfleiderer Prospan S.A. by MillenniuenBS.A. As at December 31st 2014, Pfleiderer
Prospan S.A.'s liability under the facility was PRR2 thousand. The surety expires on June 25th.2016

f) Surety of PLN 11,500 thousand issued to SilekolzSpo. in connection with a credit facility extexd
to Silekol Sp. z 0.0. by Millennium Bank S.A. Asecember 31st 2014, Silekol Sp. z 0.0.'s liability
under the facility was PLN 0. The surety expireslone 25th 2016.

19.5. Company's assets used as security

Certain documents and agreements were signed ar twdsecure the Banks' receivables under thetcredi
facility agreements concluded on June 26th and 2018 by the Company and its subsidiaries (Pfleider
Prospan S.A. and Silekol Sp. z0.0.). The documants agreements concerned in particular creating
security on the Company’s assets. For detailsSsetion 14.1 of this Report.

19.6. Shares held by Pfleiderer Grajewo S.A.

For detailed information on shareholdings, see laumpentary notes to the annual separate financial
statements (Investments in subsidiaries).

20. Financial risks related to the Company’s operations

The Company manages all types of financial rislcdiesd below, which may have a significant effegt o
its operations in the future. In its risk managetrgnocess, the Company focuses on the followink ris

types:

a) credit risk,

b) currency risk,
c) liquidity risk,

d) interest rate risk.

The objective behind credit risk management issttuce the Company's losses which could follow from
customers’ insolvency. This risk is mitigated witihe use of receivables insurance and non-recourse
factoring services.

The objective of currency risk management is toimise losses arising out of unfavourable changes in
foreign exchange rates. Pfleiderer Grajewo S.A.itoohits currency positions with a view to protagt
cash flows rather than profit or loss. To manage dhrrency risk, it first relies on natural hedgisugd,
where necessary, uses forward contracts. The tonedm adopted for position monitoring and hedging
transactions is up to 24 months.

The objective of financial liquidity managementasprotect the Company from insolvency. This object
is pursued through regular projection of debt Isvela five-year horizon, and arrangement of appatg
financing sources.

20.1. Creditrisk

Transactions which expose Pfleiderer Grajewo Sokmanies to credit risk concern trade receivables.
The credit risk related to trade receivables idtédh as the customer base is very wide and theisis
highly diversified. Therefore, the credit risk centration is insignificant. Moreover, the Company
operates a strict receivables management policgretly the risk of customer insolvency is mitigated
through the use of trade credit insurance and fiagtoln 2014, approximately 90% of the Company's
trade receivables were secured in this way. Inetlent of insolvency of customers who have insurance
coverage, compensation is paid by the insurer. Eastomer has a trade credit limit (usually eqoahe
insurance limit).
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20.2. Interest rate risk

The Company holds funds in bank accounts and ltasvedbles under loans granted, liabilities undetkba
borrowings. The interest rate risk is related teriest payments under borrowings with floating resé
rates. The Company monitors the level of interestscin relation to EBIDTA. The Company does not
hedge the interest rate risk.

20.3. Currency risk

As at December 31st 2014, Pfleiderer Grajewo S.&s wot exposed to currency risk related to foreign
currency bank borrowings or other debt instruments.

Foreign currency transactions relate both to puebaf raw materials and sale of goods. Thereiioitbge
event of any exchange rate fluctuations the regpltdbreign exchange gains and losses are partyetoff
The Group monitors its foreign currency positiomsam ongoing basis and hedges open positionst— firs
through natural hedging (appropriate selectionusfancies for new contracts), and then through &odw
transactions. Pfleiderer Grajewo S.A. monitorgitsency risk exposure in terms of cash flows.

In 2014, Pfleiderer Grajewo S.A. entered into EURIForward contracts to hedge against currency risk
related to planned trade transactions.

As at December 31st 2014, Pfleiderer Grajewo Sefd BO open EUR/PLN FX forward contracts for the
sale of EUR 65,080 thousand with settlement da#iadg between January 29th 2015 and December 29th
2016. Valuation of the transactions as at DecerBlist 2014 was positive at PLN 1,213 thousand. én th
same period, the gain on settled forward contraets PLN 899 thousand.

20.4. The risk of changes in the prices of financial insuments
The Company is not exposed to significant riskherges in the prices of financial instruments.

20.5. Liquidity risk and risk of significant disruptions in cash flows

Pfleiderer Grajewo SA is protected against any rateash flow disruptions, thanks to significanedit
facilities available at any time. Significant digton of the cash flows is unlikely due to customer
diversification. All extraordinary expenditure iBvays planned in advance and taken into accoutiieén
process of liquidity management.

The Company monitors its liquidity on an ongoingibaboth with respect to short-term liquidity &wf
days forward) and long-term liquidity (a few yedmward). The liquidity risk is negligible as the
Company has all-time access to credit facilitidse Tompany's current liquidity ratios confirm itauad
financial standing. The liquidity ratios for therjmel January ¥ — December 312014 and January*1-
December 2013 were as follows:

Current ratio Average collection Inventory turnove
Quick ratio period Average payment period ratio
Average Average
Current Receivables + trade and other trade and other Average
assets cash receivables payables inventories
Current Current Revenue /360 Revenue Revenue /360
liabilities liabilities 1360
Dec 31 2014 0.33 0.14 29 days 57 days 38 days
Dec 31 2013 0.32 0.13 35 days 60 days 35 days

As at December 31st 2014, the Company's debt upalgk borrowings and amounts outstanding under
credit facilities totalled PLN 11,149 thousand. At December 31st 2014, unused credit facilities
amounted to PLN 278,052 thousand. The total vafueredit limits is PLN 300,000 thousand. Credit
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limits of PLN 65,000 thousand are available untihd 25th 2016, and credit limits of PLN 235,000
thousand are available until June 25th 2018. Thegamy holds cash of PLN 4,527 thousand.

In 2014, the Company also financed its operatigns$uing short-term notes which were acquiredtby i
subsidiary Pfleiderer Prospan S.A. After redempteonew series of short-term notes is usually ddae
another period, which provides a constant sourdmaiicing for the Company.

21. Court proceedings

On April 2nd 2012, Pfleiderer Grajewo S.A. (the @&t} and Pfleiderer Prospan S.A. (a subsidiary)
received a decision of the President of the Offit€ompetition and Consumer Protection, dated March
30th 2012, concerning the instigation of anti-tqusiceedings on suspicion that Kronospan SzczeSpek

Z 0.0., Kronospan Mielec Sp. z o0.0., Kronopol Sp.a, Pfleiderer Grajewo S.A. and Pfleiderer Pamsp
S.A. acted in collusion to frustrate competitiontbe domestic chipboard and fibreboard markets.

During the proceedings, Pfleiderer Grajewo S.A. dffteiderer Prospan S.A. provided additional
information required by the Office. At present, tdanagement Board of Pfleiderer Grajewo S.A. is not
able to assess the risk based on the informatiaitede to it or determine the estimated closingp ad the
proceedings.

Other than the proceedings referred to above, tereo court, arbitration or administrative pratiegs
pending with respect to any liabilities or clainfstle Company, whose value would represent 10% or
more of the Company’s equity.

22. Corporate governance

22.1. Appointment and removal of the management staff

Pursuant to the Company’s Articles of Associatite Management Board members are appointed and
recalled by the Company’s Supervisory Board. Theickes of Association and resolutions of the
Company’s General Meeting do not provide for angcsd powers for the Management Board members
with respect to making decisions on the issue punehase of shares.

22.2. Management bodies

The Management Board must consist of at least t@mbers. Members of the Management Board are
appointed for a joint five-year term of office. Tt®&upervisory Board appoints the President of the
Management Board and, upon his/her request, ther attembers of the Management Board. The
Management Board exercises all powers in the sobpmanaging the Company's operations with the
exception of powers reserved for the Company'srogjoeerning bodies under law or the Company's
Articles of Association. The proceedings of the igement Board and the matters assigned to individua
members of the Management Board are defined inildetthe Rules of Procedure of the Management
Board, adopted by the Company's Management Boat@g@proved by the Supervisory Board.

The General Meeting appoints the members of theiSigory Board. The Supervisory Board must consist
of five, seven or nine members. Members of the &ig@y Board are appointed for a joint five-yeamt

of office. The Supervisory Board supervises the @amy's activities and operations. The powers of the
Supervisory Board are defined in the Articles ofsédations and in law, including the Commercial

Companies Code. The Supervisory Board adopts its of procedure, which define operations of the
Supervisory Board in detail.

22.3. Amendments to the Articles of Association

The Articles of Association of the Company are adeshin line with the procedure specified in the
Commercial Companies Code. No special provisiornt wespect to this practice are set forth in the
Parent's Articles of Association.
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22.4. General Meeting

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

22.5. Company shares

The Company has not issued any shares grantingaspamtrol powers. In addition, there are no
limitations on the exercise of voting rights attedho the shares issued by the Company. Also, these

no rights related to the securities issued by thmgany which would be separate from the ownership o
the securities.

No restrictions on transferability of the Comparaes are imposed under the Company's Articles of
Association or its other internal regulations. iere, transfer of ownership of the Company shéses
subject only to the limitations imposed by the &gle laws and the stock-exchange regulations.

22.6. Financial statements

The Company’s financial statements are preparedabgeparate organisational unit. All financial
statements are reviewed, verified and approvedewatral levels at the Company, which significantly
minimizes risks related to financial reporting.

22.7. Statement of compliance with the corporate governase rules

The Pfleiderer Grajewo Management Board declares tiie Company complies with the corporate

governance rules contained in the Code of BesttiPeaior WSE Listed Companies, appended to the WSE
Supervisory Board Resolution No. 19/1307/2012, diddevember 21st 2012, with the exception of the

following rules, which the Company does not apply:

Rule .12

A company should enable its shareholders to exaethis voting right during a General Meeting eitimer
person or through a plenipotentiary, outside theueeof the General Meeting, and using electronic
communication means.

Pfleiderer Grajewo S.A. does not comply with thifergiven the small number of shareholders attendin
the Company's General Meetings. In the opinionhef Pfleiderer Grajewo Management Board, non-
compliance with the above rule does not adversH#bctathe shareholders' ability to participate e t
Company's General Meetings.

Rule I11.6

At least two members of the Supervisory Board shaunéet the criteria of being independent from the
Company and entities with significant connectiorith\the Company. The independence criteria shoeld b
applied under Annex Il to the Commission Recommgéadaof February 15th 2005 on the role of non-
executive or supervisory directors of listed comearand on the committees of the (supervisory) doar
Irrespective of the provisions of point (b) of thanex, a person who is an employee of the compiésy,
subsidiary or an associated company cannot be dketomaeet the independence criteria describedean th
Annex. In addition, a relationship with a shareleolgrecluding the independence of a member of the
Supervisory Board as understood in this rule igetnal and significant relationship with any shatdar
who has the right to exercise at least 5% of akks@t the General Meeting.

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

In accordance with the Company’s Articles of Asation, at least one member of the Supervisory Board
consisting of five members, two members of the Bupery Board consisting of seven members, and
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three members of the Supervisory Board consistingree members must be independent and satisfy the
following criteria:

- they are not members of the governing bodies @fidfter Grajewo S.A.’s parent or of such parent’s
subsidiaries,

- they are not employed by Pfleiderer Grajewo S.pdeent or by such parent’s subsidiaries,

- they are not relatives (a spouse, direct desceratatitect ascendant) of a member of the governing
bodies of Pfleiderer Grajewo S.A. or Pfleidererj@na S.A.’s parent.

Rule IV.10

A company should enable its shareholders to ppdiei in a General Meeting using electronic
communication means through:

- real-life broadcast of General Meetings,

- real-time bilateral communication where sharehadeay take the floor during a General Meeting
from a location other than the General Meeting.

Pfleiderer Grajewo S.A. does not comply with thitergiven the small number of shareholders attendin
the Company's General Meetings. In the opinionhef Pfleiderer Grajewo Management Board, non-
compliance with the above rule does not adversHbctathe shareholders' ability to participate e t
Company's General Meetings.

23. Auditor

The separate and consolidated financial statenagataudited and reviewed on the basis of the decisi
made by the General Meeting on June 23rd 2010 paiagment of the auditor. Pursuant to the resoiytio
the following entity was appointed the auditor:

KPMG Audyt Spotka z 0.0. spotka komandytowa
ul. Chtodna 51,
00-867 Warszawa, Poland

The financial statements were audited pursuanthé @greement executed between KPMG and the
Company. The agreement, dated April 14th 2014,ided/for the review of the interim Group report for
Q1 2014. The fee due to KPMG under the Agreemeist RlaN 45 thousand. The agreement, dated July
3rd, 2014, provided for the review of the integeparate financial statements of Pfleiderer Grajswo,

and the interim consolidated financial statemeritshe Pfleiderer Grajewo Group and review of the
interim Group report . The fee due to KPMG under Algreement was PLN 73 thousand. The most recent
agreement with KPMG, dated October 8th 2014, pexditbr an audit of the annual separate financial
statements of Pfleiderer Grajewo S.A. and the dncmasolidated financial statements of the Pfleder
Grajewo Group for the financial year ended Decen3fist 2014, prepared in accordance with the IFRS, a
well as for an audit of the Group’s annual repdhe fee due to KPMG under the agreement is PLN 193
thousand.

The total fee for the audits specified above witioaint to PLN 311 thousand (PLN 302 thousand for the
previous financial year).

24. Audit Committee

All duties of an audit committee were assignechtoRfleiderer Grajewo Supervisory Board.
25. Non-recurring events affecting the Pfleiderer Grajevo S.A.’s financial performance

During the reporting period no non-recurring evetdsk place which could have a bearing on the
Company's financial performance in the future.
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26. Changes in the composition of the Company’s Managesnt Board during the financial
year

There were no changes in the composition of ther®arManagement Board in 2014.

27. Changes in composition of the Management Board suéguent to the end of the
reporting period

On February 16th 2015, the Supervisory Board diéérer Grajewo S.A.:

- appointed Mr Michael Wolff President to the pimsi of the Company's Management Board,

- appointed Mr Gerd Schubert Member to the pasitdd the Management Board, Chief Operating
Officer,

- recalled Mr Wojciech @kiewicz from the position of President of the Mgament Board, and
appointed him Member to the position of the Managi@nBoard, Transformation Director.

28. Changes in the composition of the Supervisory Board

In the 12 months ended December 31st 2014, thewwly changes occurred in the composition of the
Company's Supervisory Board:

1. On June 23rd 2014, Mr Gerd Hammerschmidt resigmeth fthe position of the Member of the
Supervisory Board of Pfleiderer Grajewo S.A. effeefrom June 29th 2014.

2. On June 30th 2014, Mr Gerd Schubert was appoiotéaket position of the Member of the Supervisory
Board.

The following changes in the composition of the @amy's Supervisory Board occurred after December
31st 2014:

3. On January 30th 2015, pursuant to a resolutiorhefBxtraordinary General Meeting, Mr Michael
Wolff was recalled from the position of Chairmantloé Supervisory Board, and Mr Gerd Schubert was
recalled from the position of Member of the Supsow Board.

4. On January 30th 2015, the Extraordinary GeneraltiMgeappointed the following persons to the
Supervisory Board Mr Paolo G. Antonietti and Mr kel F. Keppel.

On February 16th 2015 the Supervisory Board apediitir Paolo G. Antonietti for a position of
Chairman of Supervisory Board and Mr. Michael F.pgel for a position of Vice Chairman of the
Supervisory Board.

29. Events subsequent to the end of the reporting perib

After December 31st 2014, Pfleiderer Grajewo Sakried out 10 issues of commercial paper in thenfor
of short-term notes with a view to optimising theo@'s financial liquidity management. The notesene
issued under the Note Issue Programme Agreementitexton July 22nd 2003 with Bank PEKAO S.A.
The notes were issued in accordance with the PBlstds Act of June 29th 1995 as PLN-denominated,
unsecured, zero-coupon bearer securities in botl-éorm. The notes are redeemed at par value. The
notes were acquired by subsidiary Pfleiderer Pro§pA.
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30. 2015 financial forecast

Given the current economic climate, the Compansane$ from publishing its forecast for 2015 untiét
market volatility subsides and the Polish markduafiture manufacturers becomes more stable.

Pfleiderer Grajewo Management Board Grajewo, March 18th 2015

Michael Wolff
President of the Management Board

Rafatl Karcz Gerd Schubert

Member of the Management Board, Chief Financial Member of the Management Board, Chief
Officer Operating Officer

Wojciech Gytkiewicz Dariusz Tomaszewski

Member of the Management Board, Chief Member of the Management Board, Sales
Transformation Officer Director
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