Rocna sprava/Annual report

2010

Slovak Hygienic Paper Group &

Eco-INVEST GROUP MEMBER o



Slovak Hygienic Paper Group

Eco-INVEST GROUP MEMBER




RocCna sprava

Annual report 2010

Obsah Content

1. SPRAVA VEDENIA 5 1. MANAGEMENT REPORT 5
Riadenie dodavatelského retazca 8 Supply Chain Management 9
2. EKONOMICKE VYSLEDKY 11 2. ECONOMICAL RESULTS 11
Konsolidovana stvaha 12 Consolidated Balance Sheet 13
Konsolidovany vykaz ziskov a strat 14 Consolidated Report of Profit and Loss 15
Sprava nezavislého auditora 16 Independent Auditor’s Report 17
3. VYROBNE SPOLOCNOSTI SHP GROUP 19 3. SHP GROUP PRODUCTION COMPANIES 19
4. ZIVOTNE PROSTREDIE 25 4. ENVIRONMENT 25
Zivotné prostredie 26 Environment 27
Harmony — V harménii s prirodou 26 Harmony — In Harmony with Nature 27
5. VEDENIE SHP GROUP/KONTAKTY 29 5. SHP GROUP MANAGEMENT/CONTACTS 29
Vedenie SHP Group 30 SHP Group Management 30

Kontakty 30 Contacts 30






- ..b' et &...’L

Sprava vedenia

Management report

ROCNA SPRAVA 2010 ANNUAL REPORT



Vazene damy a pani,

hospodarske obdobie roku 2010 bolo pre podniky skupiny SHP Group (dalej SHP Group alebo Skupina) velmi naro¢nym obdobim. SHP Group
Celila v tomto roku historicky najvyssim cenam zakladnych vstupnych surovin (bunicina, zberovy papier), ¢o sa spolu s relativne stabilnymi
predajnymi cenami najvyznamnejsie podpisalo na negativnom hospodarskom vysledku Skupiny. Vedenie SHP Group, v snahe udrzat
hospodarenie v akceptovatelnej miere pre veritelov, ako aj pre ostatnych obchodnych partnerov, implementovalo viacero Uspornych opatreni
a tiez vyznamne zvysilo doraz na riadenie pracovného kapitalu, s dérazom na riadenie likvidity. SHP Group si v porovnani s predchadzajicim

obdobim zachovava strukturu zakaznikov, s ¢im Uzko suvisi aj zachovanie Struktdry a objemu predaja, ako aj podielov na relevantnych trhoch.

V oblasti predaja a marketingu sme sa zamerali na modernizaciu obalovej koncepcie znacky a to najma na trhoch, na ktorych sa usilujeme
o zvysenie trhového podielu (Madarsko, Srbsko, Chorvatsko). Na nasich rozhodujucich trhoch sme investovali do reklamnej kampane

zameranej na jednoznaéné vymedzenie znacky Harmony ako ekologickej znacky.

Pocas roku 2010 si Skupina aj vdaka vyssie uvedenym opatreniam zachovala $tandardnd uroven platobnej schopnosti. Plnenie zavazkov
véetkych podnikov v Skupine bolo rovnako, ako aj v predchadzajucich rokoch, zachované pocas celého roka 2010. Po komunikacii

s financujlcimi bankami mozno konstatovat, ze financovanie Skupiny zostava zachované v nezmenenej Struktdre az do roku 2015.

Nadchadzajlci rok 2011 sa podla o¢akavania manazmentu javi rovnako hospodarsky zlozity. Nepotvrdil sa o¢akavany cyklus vo vyvoji cien
buni¢in a je teda zjavné, Ze navrat k pozitivnemu hospodareniu nevedie cez ocakavany pokles cien vstupnych surovin, ale cez permanentné
zefektiviiovanie procesov a technoldgii, zmeny vo vyrobkovom portféliu smerom k produktom s vyssou pridanou hodnotou, ako aj cez staly

tlak na zvySovanie realizacnych cien.

Ing. Daniel Krchhavy

Prezident SHP Group




Dear Ladies and Gentlemen

2010 was a very difficult economic period for the companies of the SHP Group concern (hereinafter referred to as SHP Group or the
Group). The Group had to face historically high prices of the basic raw materials (pulp, recycled paper) which, together with relatively
stable sale prices, affected the operating result of the Group in a negative way. The SHP Group management implemented a number
of austerity measures in order to sustain the Group’s financial management at a level acceptable to its creditors, as well as its business
partners, and also significantly increased the emphasis on working capital management with special emphasis on cash and liquidity
management. In comparison with previous years, SHP Group sustained its customer structure, which is closely linked with sustaining

the structure and sales volume and its share of the relevant markets.

In the area of sales and marketing, we have focused on modernization of trademark packaging concept, especially in places where
we would like to see an increase in market share (Hungary, Serbia, Croatia). In our crucial markets, we have invested in an advertising

campaign with the main objective of explicitly defining the Harmony trademark as an environmentally friendly one.

Also, due to the above mentioned measures, the Group managed to sustain its financial solvency during 2010. As in previous years,
all companies in the Group remain well on track to meet their targets throughout 2010. Based on communication with our banks, we

can say that the structure of the Group’s funding should remain the same until 2015.

According to management expectations, the upcoming year of 2011 appears to also be economically difficult. An expected price
trend cycle for pulp has not been confirmed. So it is obvious that since the basic raw material prices are not likely to decrease, a return
to positive operating results cannot be reached this way. However, it can be reached by a permanent improvement of process and
technological efficiency, changes in the product portfolio in the direction of products with higher added value, and also by constant

pressure to increase prices.

Dipl. Ing. Daniel Krchnavy
SHP Group President
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Teritorialna struktura predaja hotovych vyrobkov
Territorial Structure of End Product Sales

@ 155% Slovensko Slovakia
@® 107% Polsko Poland
26,9 % Ceskd republika Czech Republic
® 107% Madarsko Hungary
@ 11,6% Chorvdtsko, Slovinsko Croatia, Slovenia
® 44% Bosna a Hercegovina Bosnia and Herzegovina
39% Srbsko, Cierna Hora a Macedénsko  Serbia, Monte Negro, Macedonia
® 389% Rakusko, Nemecko Austria, Germany
@ 80% Ostatné krajiny EU a mimo EU Others

Vo vyrobnych zavodoch Skupiny sa celkovo vyrobilo 97 643 ton papiera. Objem predaja na tretie strany dosiahol v ramci Skupiny
hodnotu 95 920 ton, z ¢oho predaj hotovych vyrobkov tvoril 75 % (71 % v roku 2009). Celkovo Skupina predala 71 610 ton hygienickych

papierovych vyrobkov a 24 310 ton polotovarov — materskych a dublirovanych kottcov.

Riadenie dodavatelského retazca

V roku 2010 sme pri riadeni dodévatelského retazca — SCM (supply chain management) pokra¢ovali v uplatfiovani modernych metod,
ktoré sme zacali implementovat v roku 2008 po sformovani Gtvaru SCM. Zameriavali sme sa najma na riadenie zasob v duchu met6dy
Stihlych skladov, dosahovanie vysokych hodnét servisnej Grovne pre nasich zakaznikov a pokracovali sme v aktivitach zameranych na

¢o najvacsie znizenie hodnot chybovosti pri dodavkach nasim zakaznikom.

Pri uplatnovani konceptu stihlych skladov sa nam podarilo pokrac¢ovat v trende znizovania zasob hotovych vyrobkov. Po pociato¢nom
znizeni v roku 2009 o viac ako 15 %, ¢o predstavovalo priemerné znizenie zasob o takmer 10 000 paliet, sme v roku 2010 zasoby

hotovych vyrobkov zniZzili v priemere o dalsich 6 %, ¢o je viac ako 3 000 paliet.

Hlavnym projektom pokracovania rozvoja SCM v roku 2010 bolo prehodnotenie ¢innosti a Struktiry SCM, vysledkom ¢oho bola
konsolidacia ttvaru v Skupine. S ciefom zvysit hodnoty servisnej trovne, efektivnost procesov zakaznickeho servisu a zlepsit komfort
pre nasich zakaznikov, obsluhovanych zo zavodov v ramci Slovenska, sme v prvom polroku 2010 preniesli vietky ¢innosti zakaznickeho
servisu do SHP Harmanec. Ako stcast tohto procesu sme centralizovali aj objednéavanie preprav pre zdvody na Slovensku prevzatim
¢innosti z SHP SlavoSovce do SHP Harmanec. Tymto sme zefektivnili proces objednavania transportnych sluzieb, dosahujeme lepsie

podmienky pri obstaravani preprav a vytvorili sme potencial pre vacsie synergie v tejto oblasti. Hodnoty servisnej irovne pre nasich

zakaznikov, obsluhovanych z SHP Slavosovce, sa po realizovani tychto opatreni zlepsili v druhom polroku 2010 o viac ako 5 %.

Chybovost v nadich dodavkach, merand po¢tom zakaznickych reklamécii, sa zniZila v roku 2010 oproti obdobiu pred aplikovanim

novych metdd v ramci SCM (rok 2007) o 49 %. Medziro¢né zlepsenie v znizeni chybovosti predstavuje v roku 2010 hodnotu 21 %.

Permanentna analyza nasich distribu¢nych kanalov a distribu¢nych nakladov nam pre rok 2010 identifikovala priestor na zlepsenie
distribu¢nych nakladov v ramci Slovenska a Chorvatska. Na zaklade toho sme zmenili sposob distriblcie a realizovali sme vyssi objem

dodavok cez priame dodavky k zakaznikom.



Vyrobkova struktira predaja
Structure of Product Sales

@ 446% Toaletny papier Toilet paper
13,1 % Kuchynské utierky Kitchen towels

@® 70% Vreckovky Paper handkerchiefs
99 % Obrusky Paper napkins
254 % Materské a dublirované kotuce Jumbo reels

Production plants of the Group manufactured a total of 97 643 tons of paper. The Group's third party sales volumes reached 95 920
tons, out of which end products comprised 75 % (71 % in 2009). In total, the Group sold 71 610 tons of hygienic paper products and

24 310 tons of semi-finished products — jumbo reels.

Supply Chain Management

In 2010, we continued to use the methods of supply chain management (SCM) which we started to implement in 2008 after an SCM
department was set up. We have focused especially on lean warehouse stock management, reaching a high standard of service level

for our customers, and we continued taking actions to prevent customer delivery errors.

Using the lean warehouse concept, we managed to continue reducing end product storage. After the initial decrease in 2009 of more
than 15 %, which represents an average stock reduction of almost 10 000 pallets, in 2010 the end product storage was diminished on

average by another 6 %, i.e. more than 3 000 pallets.

The main objective of SCM development in 2010 was a reassessment of activities and the structure of SCM with the consolidation
of the department within the Group as a result. We moved all our customer service department operations to SHP Harmanec dur-
ing first six month of 2010 in order to increase the values of service levels, to improve the efficiency of our customer service and to
provide more comfort to our clients who are dealing with our production plants within Slovakia, As part of this process we also
centralized delivery orders for production plants in Slovakia by taking over the activities of SHP Slavosovce and moving them to SHP
Harmanec. This proved to make the transportation ordering more effective and we created better conditions for handling transpor-
tation and the potential for better synergy in this field. Values of service levels to customers served from SHP SlavoSovce improved by

more than 5 % in the second half of 2010 after these measures were taken.

Error rates in our deliveries, which are measured by the number of customer complaints, decreased in 2010 in comparison with peri-
ods when the new SCM methods were not in use (year 2007) by 49 %. In 2010 the improvement in error rates reaches 21 % compared

to the previous year.
Continuous analysis of our distribution channels and distribution costs identified in 2010 room for improvement of distribution costs

within Slovakia and Croatia. Based on that, we changed the way of distribution and thus achieved a large volume of deliveries through

direct deliveries to customers.
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Ekonomické vysledky

Economical results
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Konsolidovana stivaha

SHP Harmanecg, a.s.

Konsolidovana Stivaha k 31. decembru 2010 a 31. decembru 2009 (v tis. EUR)

Pozn. 2010 2009
AKTIVA:
DLHODOBE AKTIVA
Budovy, stavby, stroje a zariadenia 6 63915 63 640
Nehmotny majetok 282 302
Finan¢né investicie 7 9 9
Dlhodobé pohladavky 221 100
Dlhodobé aktiva celkom 64 427 64051
OBEZNE AKTIVA
Zasoby 8 22212 18 029
Pohladavky 9 27 174 25 641
Danové pohladavky 427 14
Peniaze a penazné ekvivalenty 10 2032 3368

Obezné aktiva celkom 51845 47052

VLASTNE IMANIE

Zakladné imanie 111 20 964 20 964
Ostatné rezervy 111 6497 6371
Rezerva z kurzového prepoctu 111 (660) (660)
Nerozdeleny zisk 9 856 9955
Vlastné imanie celkom pripadajlice na akcionara spolocnosti 36 657 36 630
Mensinovy podiel ostatnych vlastnikov dcérskych spolo¢nosti 11.2 20 544 21103
Vlastné imanie celkom 57201 57733
DLHODOBE ZAVAZKY
Uvery 12 10014 13729
Odlozeny danovy zavazok 213 2452 2233
Iné dlhodobé zavazky 14 2326 2084
Dlhodobé zavizky celkom 14792 18 046
KRATKODOBE ZAVAZKY
Zavazky z obchodného styku a iné zavazky 13 23576 17 141
Uvery a splatna ¢ast dlhodobych tverov 12 18673 15 857
Danové zavazky 55 517
Ostatné kratkodobé zavazky 14 1975 1809

Kratkodobé zavizky celkom 44279 35324
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Consolidated Balance Sheet

SHP Harmanec, a.s.

Consolidated balance sheet to December 31, 2010 and to December 31, 2009 (in T EUR)

Note 2010 2009
ASSETS:
NON-CURRENT ASSETS
Property, plant and equipment 6 63915 63 640
Intangible fixed assets 282 302
Investments in securities 7 9 9
Non-current receivables 221 100
Total non-current assets 64427 64051
CURRENT ASSETS
Inventories 8 22212 18 029
Receivables 9 27 174 25 641
Income tax receivables 427 14
Cash and cash equivalents 10 2032 3368

EQUITY
Registered capital 111 20 964 20 964
Other reserves 11.1 6497 6371
Translation reserve 111 (660) (660)
Retained earnings 9856 9955
Total equity attributable to the shareholders of the Company 36 657 36 630
Minority interest of other subsidiary owners 11.2 20 544 21103
Total equity 57201 57733

NON-CURRENT LIABILITIES
Interest-bearing borrowings 12 10014 13729
Deferred tax liability 213 2452 2233
Other non-current liabilities 14 2326 2084
Total non-current liabilities 14792 18 046

CURRENT LIABILITIES
Trade and other payables 13 23576 17 141
Interest-bearing borrowings 12 18 673 15 857
Income tax payable 55 517
Other current liabilities 14 1975 1809
Total current liabilities 44279 35324

TOTAL LIABILITIES 59 071 53370

ROCNA SPRAVA 2010 ANNUAL REPORT



14

Konsolidovany vykaz ziskov a strat

Konsolidovany suhrnny vykaz ziskov a strat za rok kon¢iaci sa 31. decembra 2010 (v tis. EUR)

Pozn. 2010 2009
Trzby z predaja vlastnych vyrobkov a tovaru 17 115948 111 860
Ostatné vynosy 17 354 342
116 302 112 202
Zmena stavu zasob 1993 (1059)
Aktivacia vlastnych vykonov 1457 1161
Spotreba materialu a energie 18 (78 281) (65573)
Néklady na predany tovar (1259) (485)
Spotreba sluzieb (20 439) (19905)
Osobné naklady 19 (13071) (14 152)
Odpisy (5453) (5 436)
Ostatné naklady, netto 20.1 (646) (1859)
Urokové vynosy 17 8
Urokové naklady (760) (932)
Ostatné finan¢né vynosy, netto 202 (114) (563)
ZISK/(STRATA) PRED ZDANENIM (254) 3 407
Dan z prijmov 21 (278) (954)
STy . .................................................................................................................................................................................................................................... ‘ .........................................................
Pripadajci na:
Mensinovy podiel ostatnych vlastnikov dcérskych spolo¢nosti (559) 1741
Akcionara spolo¢nosti 27 712
CELKOM (532) 2453
OSTATNY SUHRNNY ZISK/(STRATA)
Vplyv prepoctu zahrani¢nych dcérskych spolo¢nosti - (4)

Zisk zo zabezpecovacich nastrojov - -

CELKOVY SUHRNNY ZISK/(STRATA) ZA ROK PRIPADAJUCI NA:
MENSINOVY PODIEL OSTATNYCH VLASTNIKOV DCERSKYCH SPOLOCNOSTI (559)

O navrhu na rozdelenie hospodarskeho vysledku sa rozhodne na valnom zhromazdeni spolo¢nosti.
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Consolidated Report of Profit and Loss

Consolidated Report of Profit and Loss For year ending on December 31,2010 (In T EUR)

Note 2010 2009
Sales of own products and merchandise 17 115948 111 860
Other revenues 17 354 342
116 302 112 202
Change in inventory 1993 (1059)
Own work capitalised 1457 1161
Consumption of material and energy 18 (78 281) (65573)
Costs of merchandise sold (1259) (485)
Services (20 439) (19 905)
Staff costs 19 (13 071) (14152)
Depreciation and amortisation (5453) (5 436)
Other costs — net 20.1 (646) (1859)
Interest income 17 8
Interest expense (760) (932)
Other financial revenues - net 20.2 (114) (563)
INCOME/(LOSS) BEFORE INCOME TAXES (254) 3 407
Income taxes 21 (278) (954)
NET INCOME/(LOSS) (532) 2 453
Attributable to:
Minority interest of other owners of subsidiaries (559) 1741
Shareholders of the Company 27 712
TOTAL (532) 2 453
OTHER COMPREHENSIVE PROFIT/(LOSS)
Effect of conversion of foreign subsidiaries - (4)
Profit from hedging instruments - -
TOTAL COMPREHENSIVE PROFIT/(LOSS) FOR THE YEAR (532) 2 449
TOTAL COMPREHENSIVE PROFIT/(LOSS) FOR THE YEAR ATTRIBUTABLE TO:
MINORITY SHARE OF OTHER OWNERS OF SUBSIDIARIES (559) 1741
Equity holders 27 708
TOTAL (532) 2 449

Proposition about operating results distribution will be made at the general assembly of the company.
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SPRAVA NEZAVISLEHO AUDITORA
K ROCNEJ SPRAVE

Predstavenstvu spolofnosti SHP Harmanec, a.s.:

1.

Uskutodnill sme audit konsolidovane) Gétovne] zdvierky spolofnosti SHP Harmanec, a.5., aje)
deérskych spolofnosti (dalej len .spoloénost™) rostavenej v silade s Medzindrodnymi Standardmi pre
finanéné vykaznictvo v zneni prijatom Eurdpskou dniou. Konsolidovand Oftovnd zdvierka obsahuje
konsolidovand sivahu k 31, decembru 2010, konsolidovany vykar ziskov 2 strat, konsolidovany
vykaz zmien vlastného imania a konsclidovany prehfad penainych tokov za rok, ktory sa skondil
k uvedenému datumu, prehfad vyznamnych Oftovnych zdsaddch a iné doplfiujice pozndmky.

Konsolidovand Uftovna zdvierka v skrdtenom rozsahu wvedend v rodnej spriave bola odvodena
z konsolidovane] Odétovne] zdwvierky overenej auditorom, Tato konsolidovand Oftovnd zavierka
v skritenom rozsahu obsahuje konsolidovand sivahu k 31, decembru 2010 a konsolidovany vykaz
ziskov a strat za rok, ktory sa skonéil k uvedenému datumu. Za Oplnost a spravnost informacii
uvedenych v rofnej sprave zodpovedd predstavenstvo spoloénosti.

V nadej sprdve zo dha 27. maja 2011 sme vyslovili ndzor, e konsolidovand Gftovnd zévierka,
z ktore) bala odvodend kensolidovand Gftovnd zdvierka v skratenom rozsahu uvedend v tejto rofnej
sprave, zobrazuje verne, vo vietkych vyznamnych suvisiostiach, finanénld situdciu spolofnosti SHP
Harmanec, a.5., ajej deérskych spolofnosti k 31. decembru 2010, vysledky ich hospodarenia
a pefainé toky za rok, ktory sa skondil k uvedengmu ddtumu, v sdlade s Medzindrodnymi
Standardmi pre finandné vykaznictvo v zneni prijatem Eurdpskou dniou, okrem vplywvu pripadnych
dprav, ktoré by mohli byt nevyhnutné, ak by sme mali moknost ubezpedit sa o skutofnosti uvedene)
v odseku 4,

Konsolidovana doérska spoloénost SHP Celex, a.d., precenila v roku 2003 dihodoby hmotny majetok
na zaklade znaleckého posudku., Toto precenenie nebolo spravend v silade s Medzinarodnymi
itandardmi pre finanéné vykaznictvo v zneni prijatom Eurdpskou Oniou. Nemali sme dostatoing
informacie, ktoré by ndm umonill kvantifikoval vplyv uvedenej skutoénosti na ocenenie dihodobého
hmotného majetku konsclidovane) spolofnosti SHP Celex, a.d., (hodnota dihodobého hmotného
majetku tejto deérske) spolofnostl k 31. decembru 2010 predstavovala 16,2 mil. EUR), © ocenenl
dihodobého hmotného majetku a sdvisiacich odpisoch tejto dcérskej spolodnosti sme sa nemohll
ubezpedil inymi auditorskymi postupmi.

Podfa nasho ndzoru konsolidovand Gftownd zdvierka spolofnosti v skritenom rozsahu uvedend
v rofne] sprave Je wvo vietkych wyznamnych sdvislostiach konzistentnd s vySile uvedenou
kansolidovanou Gftovnow zdvierkou overenou auditorom, z ktorej bola odvedend.

Pre lepiie pochopenie finanéne) situdcle spolofmostl k 31. decembru 2010, wvysledkov je)
hospoddrenia a pefaZnych tokov za rok, ktory sa skonéll k uvedenédmu ditumu, a rozsahu nasho
audity, treba konsolidovand Gftovnd zdvierku v skritenom rozsahu a ostatné finanéné informacie
uvedend v tejto rofne] sprave itat spolu s konsolidovanou Gftovnou zdvierkou, 7 ktore] bola tato
konsolidovand GOftovnd zavierka v skratenom rozsahu odvodend, a spolu s nafou spravou o je)
audite.

Bratislava 20, jdna 2011 ey /
7 /‘ —_
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INDEPENDENT AUDITOR'S REPORT
ON ANNUAL REPORT

To members of the Board of Directors of SHP Harmanec, akciova spolofnost

1. We have audited the consolidated financial statements of SHP Harmanec, akciovd spoloénost and its
subsidiaries (hereinafter as the "Company”) prepared in accordance with the International Financial
Reporting Standards (IFRS) as adopted by the European Union, which comprise the consolidated
balance sheet as of 31 December 2010, the consolidated income statement, the consolidated
statement of changes in equity and consolidated cash fiow statement for the year then ended and a
summary of skgnificant accounting policies and other explanatory notes.

2. The simplified consolidated financlal statements included in the Annual Report were derived from the
audited consolidated financial statements, The simplified consolidated financial statements comprise
the censolidated balance sheet as of 31 December 2010 and the conscolidated income statement lor
the year then ended. The completeness and correctness of the infarmation included in the annual
report is the responsibility of the Company's Board of Directors.

3. In our report dated 27 May 2011, we expressed an opinion that the consolidated financial statements
fram which the simplified consolidated financial statements included in this Annual Report were
derived, present fairly, in all material respects, the financial pasition of SHP Harmanec a.s. and its
subsidiaries, as of 31 December 2010, and their financial performance and cash flows for the year
then ended in accordance with IFRS as adopted by European Union, except for the effects of such
adjustments, if any, as might have been determined to be necessary, had we been able to satisfy
ourselves as to the matter described in paragraph 4.

4. SHP Celex, a.d,, a consolidated subsidiary, revalued its property, plant and equipment in 2003 based
on an independent appraisal. This revaluation was not performed in accordance with International
Financial Reporting Standards as adopted by the European Union. There was no sufficient
infermation that would enable us to quantify the impact of this matter on the valuation of property,
plant and equipment related to this subsidiary (as at 31 December 2010, its net book wvalue
represented EUR 16,2 million). We were unable to satisfy ourselves as to the valuation of property,
plant and eguipment and related depreciation of this subsidiary by other audit procedures,

5. In our opinion, the Company's simplified consolidated financial statements included in the annual
report are, in all material respects, consistent with the audited consolidated financial statements
referred to above, from which they were derived.

6. For a better understanding of the financial position of the Company as at 31 December 2010, its
financlal performance and cash flows for the year then ended and the scope of our audit, the
simplified consolidated financial statements and other financial information included in this Annual
Report should be read in conjunction with our audit report and the consolidated financial statements
from which they were derived,

Bratislava 20 June 2011 i r'/’\

_:::‘-H-\__

Deloltte Audit s.r.0. Ing. Jozef Hybl, FCCA, DipIFR
Licence SKAu No, 014 ¢ Responsible auditor
Licence SKAu No. B57

Deloite relers 10 one or more of DedsibBe Touche Tobmisisy, & Seess Yeeln, and il nabeock of
mamber finms, sach of which s a lngally sepieate and indopendand antity. Ploase sae

wivay didosfio comdskiobout for @ detalked descrphon of the legal struciune of Deiceiie Touwche
Tohmatsu and its moambar S

Mambir of Cwiodie Touche Tohmaisu
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Vyrobné spolocnosti SHP Group

SHP Group Production Companies
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SHP Harmanec, a.s., Harmanec, Slovenska republika

Papierensky stroj PS 7: kapacita 46 000 t/rok
Spracovanie: toaletny papier, papierové vreckovky, kuchynské utierky

Zakladné tdaje 2005 2006 2007 2008 2009 2010 2010/2009
Vyroba papiera t 44992 45042 46 406 45978 43289 44597 103,02 %
Vyroba produktov t 41801 43135 42 484 41115 39 476 38 479 97,47 %
Investicie tis. EUR 2630 1560 4 485 2931 2392 2 481 103,72 %
Zamestnanci osoby 472* 453* 441* 439* 436 433 99,31 %

*prepocet v jednotlivych rokoch na rovnakt metodiku zahrniujiicu ukoncenie outsourcovanych cinnosti

V priebehu roka pokracovala najvyznamnejsia investi¢na akcia Deinking-ll.etapa (1 991 000 €). V ramci tohto projektu boli uvedené do
skisobnej prevadzky technologické celky: termodispergacia a bielenie, mikroflotacia, stacanie a sklad chemikalii. Projekt bude realizacne
ukonceny v l.poroku 2011 a to zavi$enim prac na poslednom objekte — flotacii.
V ramci akcii vlastnej idrzby v roku 2010 sa zabezpecila rozsiahla generalna oprava (GO) linky rozvlakfovania zberového papiera (18 900 €),
GO dvoch navijacich hriadelov pre PS 7 (23 500 €) a GO kompresora (15 600 €).

Pre optimalizaciu prevadzky vreckovkového stroja HL 3 sme technicky vyriesili vymenu sacej hlavy (38 900 €).

SHP Harmaneg, a.s., Harmanec, Slovak Republic

Papermaking machine PM 7: capacity 46 000 tons p.a.
Manufacturing: toilet paper, paper handkerchiefs, kitchen towels

Basic data 2005 2006 2007 2008 2009 2010 2010/2009
Paper production t 44992 45042 46 406 45978 43289 44597 103,02 %
Product manufacturing t 41801 43135 42 484 41115 39476 38479 97,47 %
Investments TEUR 2630 1560 4 485 2931 2392 2481 103,72 %
Staff persons 472* 453* 441* 439* 436 433 99,31 %

*recalculation in individual years to adjust to equal methodology subsuming a termination of outsourcing activities

During the year the most important investment project Deinkin — 1. Period (1991 000 €) continued. Within this project technological units
started their trial operations: thermal dispersion and bleaching, microflotation, decantation and chemical storage. The realization of the
project will be finished in the first half of 2011 by completing work on the last unit - flotation.

As a part of maintanance actions in 2010 an extensive general repair (GR) of the line for defibering of recycled paper (18 900 €) was carried
out as well as a GR of the PM 7 two winding nozzles (23 500 €) and a GR of the compressor (15 600 €).

For optimized operation of HL 3 paper handkerchief machine, the suction head exhange was technically solved (38 900 €).
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SHP Slavosovce, a.s., Slavosovce, Slovenska republika

Papierensky stroj PS 8: 19 000 t/rok
Spracovanie: papierové obrusky, kuchynské utierky, toaletny papier

Zakladné tdaje 2005 2006 2007 2008 2009 2010 2010/2009
Vyroba papiera t 18253 17797 19 060 18 842 17 632 17 542 99,50 %
Vyroba produktov t 4818 6002 12179 15960 15 424 15354 99,55 %
Investicie tis. EUR 2071 923 3897 1334 448 775 172,99 %
Zamestnanci osoby 194 197 226 226 228 228 100 %

Najvacésou investi¢nou akciou v roku 2010 bolo technické zhodnotenie budovy vyroby obruskov s celkovymi nakladmi 425 056 €. Akcia
zahfnala stavebnu pripravu a inzinierske siete pre novy obruskovy stroj NL 17 na vyrobu potlacenych obruskov s osemfarebnou potlacou,
ktora sa zacala v auguste 2010.

Na zvysenie presnosti riadenia pohonov papierenského stroja bola zamerana investi¢na akcia Vymena menicov pohonu PS 8 (76 454 €), ¢o ma
podstatny vplyv na zlepsenie kvality vyrabaného papiera. Velkou mierou kvalitu ovplyvnila aj vymena cerpadiel triedenia vodolatky (29 435 €)

a vymena hydraulického a riadiaceho systému lisov papierenského stroja v celkovej hodnote 23 997 €.

SHP Slavosovce, a.s., Slavosovce, Slovak Republic

Papermaking machine PM 8: capacity 19 000 tons p.a.
Manufacturing: paper napkins, kitchen towels, toilet paper

Basic data 2005 2006 2007 2008 2009 2010 2010/2009
Paper production t 18253 17797 19 060 18 842 17 632 17 542 99,50 %
Product manufacturing t 4818 6002 12179 15 960 15 424 15 354 99,55 %
Investments TEUR 2071 923 3897 1334 448 775 172,99 %
Staff persons 194 197 226 226 228 228 100 %

The technical improvement of the building used for production of napkins was the biggest investment in 2010 with the total expense of 425
056 €. The project included construction preparation and engineering utilities for a new machine NL 17 for production of embossed napkins
with eight-colour emobossing which started in August 2010.

The investment project PM 8 Iverter drive exchange (76 454 €) was aimed at improving the operation accuracy of the paper machine drive.
This has a substantial influence on improving the quality of produced paper. The exchange of liquid substances filter pumps (29 435 €) and

the exchange of hydraulic and operation system of paper machine press with total costs of 23 997 € had a great impact on the quality as well.
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SHP Celex, a.d., Banja Luka, Bosna a Hercegovina

Papierensky stroj PS 2 : 40 000 t/rok
Spracovanie: toaletny papier, kuchynské utierky, papierové vreckovky, papierové obrusky

Zakladné Gdaje 2005 2006 2007 2008 2009 2010 2010/2009
Vyroba papiera t 31530 33438 33552 35882 35639 33033 92,68 %
Vyroba produktov t 10670 10998 16 029 16 090 14336 15125 105,5 %
Investicie tis. EUR 2857 3199 927 1252 857 1772 206,76 %
Zamestnanci osoby 390 378 387 372 365 363 99,45 %

Najdélezitejsou akciou na zabezpecenie efektivnosti a kvality vyroby bola rekonstrukcia rekuperacie tepla susiaceho krytu na papierenskom
stroji PS 2 (617 000 €).

Ukoncili sme prevadzku starého vreckovkového stroja HL 4 a do prevadzky sme uviedli novy vreckovkovy stroj HL 5 (227 000 €). Nakupom
novej bali¢ky toaletného papiera (689 000 €) sme rozsirili moznosti spotrebitelského balenia o balenie do vreciek, ¢o umoznuje firme prenikat
do kvalitativne vyssieho vyrobkového segmentu.

Na zvysenie kvality pri vyrobe papiera na papierenskom stroji PS 2 bolo z nakladov udrzby zrealizované brusenie povrchu susiaceho valca

(35 000 €).

SHP Celex, a.d., Banja Luka, Bosnia and Herzegovina

Papermaking machine PM 2: capacity 40 000 tons p.a.
Manufacturing: toilet paper, kitchen towels, paper handkerchiefs, paper napkins

Basic data 2005 2006 2007 2008 2009 2010 2010/2009
Paper production t 31530 33438 33552 35882 35639 33033 92,68 %
Product manufacturing t 10670 10998 16 029 16 090 14336 15125 105,5 %
Investments TEUR 2857 3199 927 1252 857 1772 206,76 %
Staff persons 390 378 387 372 365 363 99,45 %

The most important action to ensure efficiency and quality of the production was the reconstruction of heat recuparation of a drying cover
on the paper machine PM 2 (617 000 €).

We discontinued operation of an old handkerchief machine HL 4 and launched a new handkerchief machine HL 5 (227 000 €). We purchased
a new toilet paper wrapping machine (689 000 €) and extended the range of customer packaging by pocket packaging which helps the
company to step up to a qualitatively higher production segment.

To enhance the quality when producing paper on the paper machine PM 2 the grinding of the drying roll surface was realized from

maintenance budget (35 000 €).
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SHP Intim-Papir, d.o.o0., Pazin, Chorvatsko

Spracovanie: skladané uteraky, skladany toaletny papier, papierové obrusky, priemyselné kotuce, toaletny
papier, rolované utierky

Zakladné tdaje 2005 2006 2007 2008 2009 2010 2010/2009
Vyroba produktov t 421 447 894 1178 1034 1507 145,74 %
Investicie tis. EUR 43 36 80 63 62 573 924,19 %
Zamestnanci osoby 8 8 19 19 19 28 147,37 %

Zvysenie vyroby produktov oproti predchadzajicemu roku je hlavne v d6sledku sprevadzkovania zrekonstruovaného previnovaca na vyrobu
priemyselnych koticov a maxi toaletného papiera, ako aj rekonstrukciou bali¢ky na skladané produkty.

Najvyznamnejsou investiciou bol nakup novej linky na skladané produkty s laminaciou pre sektor AfH (483 000 €). Z d6vodu narastu vyroby
sa vyroba premiestnila do novych priestorov (75 000 €). Nova linka na skladané produkty s laminaciou bola uvedena do prevadzky az koncom

roka 2010, preto sa podielala na zvyseni vyroby len v objeme cca 100 ton.

SHP Intim-Papir, d.o.0., Pazin, Croatia

Manufacturing: folded paper towels, folded toilet paper, paper napkins, industrial paper rolls, toilet paper,
rolled towels

Basic data 2005 2006 2007 2008 2009 2010 2010/2009
Product manufacturing t 421 447 894 1178 1034 1507 145,74 %
Investments TEUR 43 36 80 63 62 573 924,19 %
Staff persons 8 8 19 19 19 28 147,37 %

Increased production when compared with the previous year is mainly due to the launch of the reconstructed rewinding machine producing
industrial reels and maxi toilet paper as well as reconstruction of wrapping machine used for folded products.

The most important investment was a purchase of a new line for folded products with lamination production for sector AfH (483 000 €).
Due to increased production, manufacturing was moved to new premises (75 000 €). The new line for folded products with lamination was

launched at the end of 2010 so its proportional share of the production increase is thus only cca 100 tons.
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Zivotné prostredie

Podobne, ako v uplynulych rokoch, aj v roku 2010 pokracoval pozitivny trend environmentalneho spravania sa jednotlivych subjektov SHP
Group, kde jednym zo zakladnych rysov bolo znizovanie produkcie odpadov, ich komplexna separacia s dérazom na zvysovanie podielu ich
zhodnocovania. V spolo¢nostiach SHP Group sa v roku 2010 podarilo z celkovo vyprodukovanych odpadov dosiahnut 89,5%-ny podiel ich
zhodnotenia. V SHP Harmanec sa dosiahol podiel zhodnotenia odpadov z celkovej ro¢nej produkcie vo vyske 89 %. Zna¢né zvysenie podielu
sa prejavilo u papierenskych kalov vo vyske 98 % z celkovej rocnej produkcie, ktoré boli zhodnocované hlavne v tehliarskom priemysle,

rekultivaciach a pri kompostovani.

Zhodnotenie papierenskych kalov v roku 2010
Regeneration of Paper Sludge in 2010

61% Tehliarstvo Brick making

1%  Komposty Composting
@ 36% Rekultivdcie Recultivation

2%  Skladky Waste dump

V SHP Slavosovce bol dosiahnuty podiel zhodnotenych odpadov z celkovej ro¢nej produkcie az na 97,5 %.

Vyznamnym environmentalnym prinosom bolo Uspesné overovanie novej biologickej ¢istiarne odpadovych vod v SHP Harmanec v skisobnej
prevadzke s postupnym zvySovanim latkového zatazenia pri nabehu novej technoldgie Deinking. Pokracujicim trendom je postupné
znizovanie znedisteni vypastanych v odpadovych vodach do potoka Bystrica (v roku 2010 o takmer 88 % oproti roku 2006). Moderna
technoldgia Cistenia priemyselnych odpadovych véd, vyuzivajlica anaerdbne procesy s vyrobou bioplynu, je postupne optimalizovana.
Bioplyn sa efektivne vyuziva vo vlastnej energetike so zemnym plynom pri vyrobe pary. Vdaka vyprodukovanému bioplynu, ktorym sme
nahradili cca 1 % zemného plynu ro¢ne, sa SHP Harmanec aktivne zaraduje k spolo¢nostiam zaviazanym znizovat produkciu sklenikovych
plynov Kjétskym protokolom. V SHP Slavosovce Uspeine pokracuje prevadzkovanie novej intenzifikovanej COV s vyraznou redukciou
znedistujdcich latok na legislativne pozadované hodnoty. Dosiahnuté vysledky v roku 2010 boli vyrazne pod stanovenymi zakonnymi limitmi
znecistenia vypustaného v odpadovych vodach. V SHP Celex sa priebezne realizovali opatrenia v oblasti plnenia pozadovanych povolenych
limitov v odpadovych vodach. Prinosom bolo zlepsenie separacie odpadov, ich minimalizacia a efektivne vyuzivanie lisov.

V oblasti ochrany ovzdusia sa v SHP Harmanec postupne zniZuje aj celkova produkcia emisii CO,. V roku 2010 sa dosiahlo znizenie produkcie
znecistenia CO, do ovzdusia v porovnani s rokom 2005 o 8 %. Na Useku energetického hospodarstva sme optimalizovali spalovacie procesy

na kotlovych jednotkach v SHP Harmanec a v SHP Slavo3ovce s prinosom v spore zemného plynu a znizeni produkcie emisii CO, 0 3,2 %.

Harmony — V harmonii s prirodou

Hlavnym ciefom komunikacie v roku 2010 bolo zvysit znalost a hodnotu zna¢ky Harmony, ktora sa hlasi k ochrane Zivotného prostredia
a je spolocensky zodpovedna. V jarnych mesiacoch sme zrealizovali reklamnt kampan, ktorej hlavnhym médiom boli televizne spoty a ich
adaptacia do printovych a internetovych médii. Kampan mala celoplo$né pokrytie na slovenskom a ¢eskom trhu. Slogan V harmonii
s prirodou, ako aj signélne grafické prvky kampane boli si¢astou véetkych reklamnych nosi¢ov pocas celého roka. Spojenie zna¢ky Harmony
s ekologickou tematikou je zaroven sti¢astou lojalitného Klubu Harmony, ktory sme vytvorili pre vernych spotrebitelov. Klub Harmony takto

priamo ovplyvinuje nakupné rozhodovanie a podporuje predaj produktov znac¢ky Harmony vyrabanych na baze zberového papiera.
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Environment

Similarly as in previous years, in 2010 a positive trend of environment friendly behaviour continued in individual subjects of SHP Group.
One of the main characteristics was a decrease in waste generation, a complete separation of waste with emphasis on increased pro-
portion of waste utilization. SHP Group companies managed to reach 89,5 % share of total waste utilization in 2010. SHP Harmanec
reached 89 % waste utilization in its total annual production. Increase utilization showed especially in paper sludge utilization — 98 %

of the total annual production — which was then processed mainly in brick making industry, recycling and composting.

In SHP Slavosovce the total share of annual waste utilization reached 97,5 %.

A significant environmental contribution was a successful attestation of new biological sewage treatment plant in SHP Harmanec in
pilot operating period with continuous increase of material load after new technologie Deinking was lauched. A gradual decrease of
the sewage water in water pollution of the Bystrica stream (in 2010 by almost 88 % when compared with 2006) becomes an ongoing
trend. Modern technologies of industrial sewage treatment utilizing anaerobic processes with production of biogas were gradually
optimized. Biogas is efficiently used in energetics together with natural gas to produce vapour. Thanks to produced biogas which
substituted approximately 1 % of natural gas annually, SHP Harmanec actively joined the companies respecting the Kyoto protocol
aimed at reducing the greenhouse gas emissions. A succesful operation of new intensified WWT with reduction of water polluting
substances in order to meet values required by the legislation continues in SHP Slavosovce. Results achieved in 2010 were markedly
below the legal limits of sewage water pollution. In SHP Celex, measures to meet required limits of sewage water were continuously
being taken. As a result of these measures the waste separation and waste minimization has improved and the utilization of waste
press machines became more efficient. In the area of air protection, SHP Harmanec also continuously decreases total air pollution
caused by CO,. In 2010 decrease of CO, air pollution reached 8 % when compared to 2005. In the field of energy management the
combustion processes of boiler drums were optimized in SHP Harmanec and in SHP Slavosovce with benefits in natural gas saving

and decrease in CO, emission production by 3,2 %.

Harmony — In Harmony with Nature

The main objective of the communication strategy in 2010 was to raise the awareness and the reputation of the Harmony brand
which endorses the environment protection and social responsibility. In spring, an advertising campaign was launched with television
spots as its main media and the adaptation of the spots in printed and internet media. The campaign was covered nationwide in the
Slovak and Czech markets. The motto In Harmony with Nature as well as signal graphics of the campaign was a part of all advertis-
ing media throughout the whole year. Association of the trademark Harmony with environmental issues is also a part of loyalty club
Klub Harmony which was created for our loyal customers. Klub Harmony directly influences purchase decisions and supports sales

of Harmony trademark products made of recycled paper.
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Vedenie SHP Group/Kontakty
SHP Group Management/Contacts
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Vedenie SHP Group
SHP Group Management

Vedenie SHP Group/SHP Group Management
Daniel Krchnavy (Prezident SHP Group/SHP Group President)
Jozef Horak

Anna Moncekova

Oldrich Lauko

Rastislav Petrik

Milan Hadac

Predrag Zgonjanin

SHP Harmanec, a.s.
Predstavenstvo/Board of Directors:

Daniel Krchnavy (Predseda/Chairman), Jozef Horak, Anna Moncekova

Dozorna rada/Board of Trustees:
Milan Filo (Predseda/Chairman), Miroslav Vajs, Peter Svec

SHP Slavosovce, a.s.

Predstavenstvo/Board of Directors:

Daniel Krchinavy (Predseda/Chairman), Jozef Horak, Milan Hada¢
Dozorna rada/Board of Trustees:

Milan Filo (Predseda/Chairman), Miroslav Vajs, Janka Genderova

SHP Celex, a.d.

Predstavenstvo/Board of Directors:

Daniel Krchiavy (Predseda/Chairman), Jozef Horak, Oldrich Lauko
Dozorna rada/Board of Trustees:

Milan Filo (Predseda/Chairman), Dragan Mati¢, Miljenko Brajkovic¢

Kontakty/Contacts

SHP Harmanec, a.s.
976 03 Harmanec
Slovakia

Tel: +421 48 4322 111,535
Fax: +421 48 4198 256

SHP Hungaria, Kft.
Roppenty utca 65,
1139 Budapest
Hungary

Tel : +361 394 0098
Fax:+361200 6641

SHP Slavosovce, a.s.
Slavosovce 298

SHP Celje, d.o.o

049 36 Slavosovce Kidriceva 36
Slovakia 3000 Celje
Tel: +421 58 7770 275 Slovenia

Tel: + 386 3 42 42 243
Fax: + 386 3 42 42 244

Fax:+42158 7770 276, 279

SHP Celex, a.d.

Veljka Mladjenovi¢a bb
78102 Banja Luka

Bosnia and Herzegovina
Tel: +387 51 332 201,211
Fax:+387 51332 222, 250

SHP Bohemia, s.r.o
Cernokostelecka 613/145
108 00 Praha 10

Czech Republic

Tel: +420 272 915 284
Fax: +420272 915 255
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SHP Intim - Papir, d.o.o
Bonaci 14

524 45 Baderna

Croatia

Tel: + 385 52 621 204

Fax: +385 52 621 162

SHP Zagreb, d.o.o.
Koturaska 53

10 000 Zagreb

Croatia

Tel: + 3851617 1330 - 32
Fax: + 3851617 1331

Struktura vlastnickych vztahov v SHP Group
SHP Group proprietary relationship structure
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ECO-INVESTMENT

2577 %

L

SHP

Slavosovce

Ostatni

mensinovi akciondri
Other minority
share holders
17,87%

SHP Zagreb 100%
SHP Slovenia 100%
SHP Bohemia 100%
SHP Hungaria 100%
SHP Intim Papir 100%

Ostatni

mensinovi akciondri
Other minority
share holders

2%
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