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MONDI FINANCE plc

STRATEGIC REPORT
For the year ended 31 December 2013

Mondi Finance plc (the “Company”) is a wholly-owned subsidiary of the Mondi Group (“the Group™), the ultimate
parent company being Mondi plc.

The Company is a finance company with the principal activity being to provide financing and associated
arrangements to companies within the Group. There have been no significant changes in the Company’s principal
activities during the year and the directors do not envisage any significant changes in the Company’s activities in the
foreseeable future.

The Company currently has two €500 million Eurobonds outstanding and is able to issue further Eurobonds under its
existing €2.5 billion Euro Medium Term Note programme (EMTN) subject to market conditions.

The Company’s finance costs are discussed in the Group’s Annual Report. The Company’s directors believe that
further key performance indicators of the Company are neither necessary nor appropriate for an understanding of the
development, performance or position of the business.

GOING CONCERN

The Company will continue to act in line with its principal business activities and continue to act as a financing
company for the Group. As a result, the directors believe that the Company will continue to be a going concern into
the foreseeable future and have adopted the going concern basis of accounting.

RESULTS AND DIVIDENDS

The Company made a profit of €12,750,627 (2012 loss: €28,597,769). The profit is principally driven by the change
in related party interest rates charged by the Company. This change ensures that a market related interest rate is
charged to each related party, based on the Company’s cost of funding. No dividend was declared and paid in 2013
(2012: none). The directors have not recommended any further dividends.

PRINCIPAL RISKS AND UNCERTAINTIES

The most important components of the Company's financial risk are interest rate risk, currency risk, credit risk and
liquidity risk. The Company also enters into commodity contracts which are done on a back-to-back basis with other
Group companies and as such it has no net exposure to commodity risk. Due to the Company's business and
considering the assets and liabilities on the Company's balance sheet, the principal financial risks the directors
consider relevant are currency and interest rate risk. The Company has entered into foreign currency swaps to hedge
the foreign currency risk related to intercompany loans and other foreign exchange positions and interest rate swaps
to hedge the Company’s exposure to fluctuations in interest rates.

The Company meets its funding requirements from a variety of sources including two Eurobonds and a syndicated
five-year revolving credit facility which expires in April 2016. The availability of some facilities is dependent on the
Group meeting certain financial covenants, all of which have been complied with. The Group’s forecasts and
projections, taking account of reasonably possible changes in trading performance, show that the Group should be
able to operate well within the level of its current facilities and related covenants.

Approv the Board of Directors on 4 March 2014 and signed on behalf of the Board

e

J C Paterson
Director



MONDI FINANCE plc

DIRECTORS' REPORT

COMPANY NUMBER

05916680

DIRECTORS

The directors who held office during the year and to the date of this report were as follows:

C A Hunt

A C W King
M A McHugh
J C Paterson

The Company’s ultimate parent company, Mondi plc, made qualifying third party indemnity provisions for the
benefit of the directors which remain in force at the date of this report.

EVENTS OCCURRING AFTER 31 DECEMBER 2013

There have been no material reportable events since 31 December 2013.
INFORMATION SET OUT IN THE STRATEGIC REPORT
Disclosures relating to the following items have been included in the strategic report which can be found on page 2:

e  dividend payments and recommendations;

e financial risk management objectives, policies and related exposures to interest rate, currency, credit and
liquidity risk; and
e likely future developments in the business of the Company.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR
Each of the directors at the date of approval of this report confirms that:

e so far as the director is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and

e the director has taken all the steps he/she ought to have taken as a director to make himself/herself aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.

This information is given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

AUDITOR

Deloitte LLP has expressed its willingness to continue in office as auditor and a resolution to reappoint them will be
proposed at the forthcoming Annual General Meeting.

Approved by the Board of Directors on 4 March 2014 and signed on behalf of the Board

g

CA Hunt
Secretary



MONDI FINANCE plc

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with FRS 101 (Financial Reporting Standard
101) ‘Reduced Disclosure Framework’ as issued by the Financial Reporting Council.Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial
statements, the directors are required to:

L select suitable accounting policies and then apply them consistently;
° make judgements and accounting estimates that are reasonable and prudent;
° state whether applicable FRS 101 Accounting Standards have been followed, subject to any material

departures disclosed and explained in the financial statements; and

° prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.



MONDI FINANCE plec

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONDI FINANCE
plc

We have audited the financial statements of Mondi Finance plc for the year ended 31 December 2013 which
comprise the Profit and loss account, the Balance Sheet, the Statement of Comprehensive Income, the Statement
of Changes in Equity and the related notes 1 to 21. The financial reporting framework that has been applied in
their preparation is applicable law and FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure
Framework’ as issued by the Financial Reporting Council.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing
Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the annual report to identify material inconsistencies
with the audited financial statements. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:

° give a true and fair view of the state of the Company’s affairs as at 31 December 2013 and of its profit
for the year then ended,;

° have been properly prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework; and

° have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.



MONDI FINANCE plc

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MONDI FINANCE
plc (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion:

° adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

° the financial statements are not in agreement with the accounting records and returns; or

° certain disclosures of directors’ remuneration specified by law are not made; or

o we have not received all the information and explanations we require for our audit.

A *L(A___g/\,\m‘
William Smith, MA FCA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

& Na 2014



MONDI FINANCE plc

PROFIT AND LOSS ACCOUNT
For the year ended 31 December 2013

Administrative expenses

Operating loss

Interest receivable and similar income

Foreign exchange loss

Interest payable and similar charges
Profit/(Loss) on ordinary activities before tax

Tax

Profit/(Loss) for the financial year

All amounts relate to continuing operations.

Notes

4,5

~

2013 2012
€000 €000
(3,535) (3,796)
(3,535) (3,796)
97,491 38912

(12,734) (6,708)

(67,557)  (57,524)
13,665 (29,116)

(914) 518
12,751 (28,598)




MONDI FINANCE plc

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2013

Profit/(loss) for the financial year
Items that may be reclassified subsequently to profit or loss:

Cash flow hedges:
Amounts recycled to the profit and loss account

Other comprehensive income for the year net of tax

Total comprehensive income/(loss) for the year attributable
to the Owners of the Company

All amounts relate to continuing operations.

2013 2012
€000 €000
12,751 (28,598)
215 202
215 202
12,966 (28,396)




MONDI FINANCE plc

BALANCE SHEET
As at 31 December 2013

CURRENT ASSETS

Debtors

Loans receivable

Cash at bank and in hand
Derivative financial instruments

TOTAL ASSETS

CREDITORS: AMOUNTS FALLING DUE WITHIN
ONE YEAR

Other creditors

Current tax liabilities

Borrowings

Derivative financial instruments

NET CURRENT ASSETS

CREDITORS: AMOUNTS FALLING DUE AFTER
ONE YEAR
Borrowings

TOTAL LIABILITIES

NET ASSETS

CAPITAL AND RESERVES
Share capital

Cash flow hedge reserve
Profit and loss account

TOTAL SHAREHOLDERS’ FUNDS

Notes

11
10

12

14

13
12

13

16
17

2013 2012 2011
€000 €000 €000
527254 399281 258,694
1,603,791 1,575,752 869,316
105,823 15,724 146,898
4,463 3,489 8,275
2241331  1,994246 1,283,183
(725.815)  (429,770) (191,932)
(23) (1467)  (9,843)
(23,777)  (58,512) (155,827)
(5,027) (3,184)  (7,825)
(754,642)  (492,933) (365,427)
1,486,689 1,501,313 917,756
(1,107,498) (1,135,088) (523,135)
(1,107,498) (1,135,088) (523,135)
(1,862,140) (1,628,021) (888,562)
379,191 366,225 394,621
50,000 50,000 50,000
(798) (1,013)  (1,215)
329,989 317,238 345,836
379,191 366,225 394,621

These financial statements were approved by the Board of Directors and authorised for issue on 4 March 2014

They were signed on its behalf by:

AAE

J C Paterson
Director

COMPANY NUMBER: 05916680



MONDI FINANCE plc

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2013

Called-up Profit  Cash flow
share and loss hedge
capital account reserve Total
€000 €000 €000 €000
Balance at 1 January 2012 50,000 345,836 (1,215) 394,621
Retained loss for the year - (28,598) - (28,598)
Amounts recycled to the profit and loss account - effect
of cash flow hedge - - 202 202
Balance at 31 December 2012 50,000 317,238 (1,013) 366,225
Retained profit for the year - 12,751 - 12,751
Amounts recycled to the profit and loss account - effect
of cash flow hedge - - 215 215
Balance at 31 December 2013 50,000 329,989 (798) 379,191

10



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

1. General information

Mondi Finance plc is a Company incorporated in the United Kingdom under the Companies Act. The
address of the registered office is given on page 1. The nature of the Company’s operations and its
principal activities are set out in the Strategic Report on page 2.

These financial statements are separate financial statements.

2. Significant accounting policies
Basis of accounting

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard
100) issued by the Financial Reporting Council. Accordingly, in the year ended 31 December 2013 the
Company has changed its accounting framework from UK GAAP to FRS 101 as issued by the Financial
Reporting Council. The financial statements have therefore been prepared in accordance with FRS 101
(Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial Reporting
Council. The transition is not considered to have had a material effect on the financial statements.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under
that standard in relation to financial instruments, capital management, presentation of comparative
information in respect of certain assets, presentation of a cashflow statement, standards not yet effective
and related party transactions.

Where required, equivalent disclosures are given in the group accounts of Mondi plc. The group accounts
are available to the public and can be obtained as set out in note 20.

The financial statements are prepared on the historical cost basis, except for the revaluation of certain
financial instruments. The principal accounting policies adopted are described below. They have all been
applied consistently throughout the year and the preceding year.

Going concern

After making enquiries, the directors have formed a judgement that, at the time of approving the financial
statements, and having considered the Company’s forecasts, projections and support from the parent
company, there is a reasonable expectation that the Company has adequate resources to continue in
operation for the foreseeable future. For this reason, the directors continue to adopt the going concern
basis in preparing the financial statements.

Foreign currency

The financial statements are presented in Euros, which is the currency of the primary economic
environment in which the Company operates (its functional currency).

Transactions in currencies other than the functional currency are recorded at the rate of exchange at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies have been
translated at the rates of exchange prevailing at the reporting date.

Gains and losses arising on translation are included in the profit and loss account and are classified as
either operating or financing depending on the nature of the monetary item giving rise to them.

Interest revenue

Interest income is recognised when it is probable that the economic benefits will flow to the Company and
the amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to
the principle outstanding and at the effective interest rate applicable.

Borrowing costs

As explained below, where financial liabilities are measured at amortised cost using the effective interest
method, interest expense is recognised on an effective yield basis in profit or loss within finance costs.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

Significant accounting policies (continued)
Taxation

Current tax

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the reporting
date. The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit
as reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises
from the initial recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised based on tax laws and rates that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax is charged or credited in the profit and loss account, except when it relates to items charged or
credited in other comprehensive income, in which case the deferred tax is also dealt with in other
comprehensive income. Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off current tax assets against current tax liabilities and when they relate to income taxes levied
by the same taxation authority and the Company intends to settle its current tax assets and liabilities on a

net basis.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument.

Financial asset investments

Investments, other than investments in subsidiaries, joint ventures and associates, are either classified as
available-for-sale or loans and receivables.

Available-for-sale investments are initially recorded at fair value. They are subsequently remeasured at
each reporting date to fair value. Any unrealised gains and losses are recognised in other comprehensive
income and deferred in equity until an investment is disposed of or impaired, at which time the cumulative
gain or loss deferred in equity is included in the profit and loss account.

Loans and receivables are measured on initial recognition at fair value, and are subsequently measured at
amortised cost using the effective interest rate method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with short-term, highly
liquid investments of a maturity of three months or less from the date of acquisition that are readily
convertible to a known amount of cash and that are subject to an insignificant risk of changes in value.

12



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2. Significant accounting policies (continued)
Trade debtors

Trade receivables are initially recognised at fair value and are subsequently carried at amortised cost using
the effective interest rate method, less allowance for any impairment as appropriate.

Trade creditors

Trade payables are initially recognised at fair value and are subsequently carried at amortised cost using
the effective interest rate method.

Borrowings

Interest bearing loans and overdrafts are initially recognised at fair value, net of direct transaction costs.
Borrowings are subsequently measured at amortised cost. Any difference between the proceeds, net of
transaction costs, and the redemption value is recognised in the profit and loss account over the term of the
borrowings using the effective interest rate method.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been
affected.

Derivative financial instruments and hedge accounting

The Company enters into forward, option and swap contracts in order to hedge its exposure to foreign
exchange, interest rate and commodity price risk. The Company’s use of financial derivatives is governed
by the Mondi Group’s policies approved by the Mondi Group’s board of directors, which provide written
principles on the use of financial derivatives. The Company does not use derivative financial instruments
for speculative purposes.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and
subsequently held at fair value in the balance sheet within ‘other financial assets and liabilities’
Derivatives designated as hedges, are classified as current or non-current depending on the maturity of the
derivative. Derivatives that are not designated as hedges are classified as current, even when their actual
maturity is expected to be greater than one year.

Changes in the fair value of derivative instruments that are not formally designated in hedge relationships
are recognised immediately in profit and loss and are classified within operating profit/loss or profit/loss
before tax, depending on the type of risk that the derivative relates to and these classifications are
consistently applied from year to year.

Cash flow hedges

The effective portion of the change in fair value of derivative financial instruments that are designated as
hedges of future cash flows are recognised directly in equity. The gain or loss relating to the ineffective
portion is recognised immediately in profit and loss. If the cash flow hedge of a forecast transaction results
in the recognition of a non-financial asset or a non-financial liability then, at the time the asset or liability
is recognised, the associated gains or losses on the derivative that had previously been recognised in equity
are included in the initial measurement of the asset or liability. For hedges that do not result in the
recognition of a non-financial asset or a non-financial liability, amounts deferred in equity are recognised
in profit and loss in the same year in which the hedged item affects profit or loss.

Fair value hedges

For an effective hedge of an exposure to changes in fair value, the hedged item is adjusted for changes in
fair value attributable to the risk being hedged with the corresponding entry in profit or loss. Gains or
losses from remeasuring the associated derivative are also recognised in profit and loss.



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 2 above, the directors
are required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Recoverability of Intercompany Debtors

The company assesses the recoverability of the intercompany debtors on an annual basis. The financial
results and expected future cash flows of intercompany debtors are used as part of this assessment.

Valuation of derivatives

The company values its outstanding derivatives at each reporting date with the valuation based on the
present value of expected net cashflows arising from the outstanding derivative. Management's judgement
is exercised in determining the discount rate and relevant exchange rates used in the valuations.

4. PROFIT/LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Profit/Loss on ordinary activities before taxation is stated after charging:

2013 2012
€000 €000
Mondi plc management fees 2,924 2,644

None of the directors received any remuneration during the year (2012: none) in respect of their services to
the Company and the Company had no employees during the current year and prior year.

5. AUDITOR’S REMUNERATION

Fees payable to Deloitte LLP for the audit of the Company’s annual accounts of €10,000 (2012: €10,000)
have been borne by Mondi plc, the Company’s ultimate parent company. Fees of €24,000 (2012: €22,000)
have been paid by the Company to the auditor for non-audit services in the period.

6. INTEREST RECEIVABLE AND SIMILAR INCOME

2013 2012
€000 €000
Interest receivable:
- Other loans and receivables owed by group
undertakings 97,305 38,589
- Bank deposits 186 323
97,491 38,912

14



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

7. FOREIGN EXCHANGE LOSS

Foreign exchange (loss)/gain
Fair Value gain/(loss) on foreign currency derivatives

8. INTEREST PAYABLE AND SIMILAR CHARGES

Interest payable:
- On loans, overdrafts and bonds
- To other group undertakings:

Corporation tax:

- Foreign tax

Adjustments in respect of prior years:
- UK corporation tax

Total tax charge/(credit)

2013 2012
€000 €000
(24,568) 2,063
11,834 (8,771)
(12,734) (6,708)
2013 2012
€000 €000
56,998 46,419
10,559 11,105
67,557 57,524
2013 2012
€000 €000
914 308

- (826)

914 (518)

The standard rate of UK Corporation Tax was reduced from 24% to 23% with effect from 1 April 2013. It
has been announced and been substantively enacted on 2 July 2013 that the main rate will reduce to 21%

with effect from 1 April 2014 and to 20% with effect from 1 April 2015.

The Company’s tax charge/credit for the year can be reconciled to the tax on profit/loss on ordinary

activities before tax as follows:

Profit/(Loss) on ordinary activities before tax
Tax on profit/(loss) at UK corporate rate of 23.25% (2012: 24.5%)

Tax effect of non taxable income
Current year tax losses not recognised
Previous Tax losses utilised

Current tax prior year adjustment
Withholding tax recognised

Total tax charge/(credit)for the year

2013 2012
€000 €000
13,665 (29,116)
3,177 (7,133)
(486) (151)

- 7,284
(2,691) -
- (826)

914 308
914 (518)

15



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

10. LOANS RECEIVABLE

2013 2012 2011
€000 €000 €000
Loans receivable carried at amortised cost
- Loans to related parties 1,603,791 1,575,752 869,316

1,603,791 1,575,752 869,316

During the year the Company provided €nil (2012: €619,000) (2011: €nil) against irrecoverable
investments.

Interest is charged at a rate based on Mondi Finance plc's average debt cost and adjusted by local country
interest rates.

11. DEBTORS

2013 2012 2011
€000 €000 €000
Amounts falling due within one year:
- Amounts owed by group undertakings 526,748 398,728 258,393
- Prepayments and accrued income 257 261 288
- Other debtors 249 292 13

527,254 399,281 258,694

There are no debtor balances past due as at the reporting date (2012:€ nil, 2011: € nil) and the Company
did not make provision for any impaired or irrecoverable debtors (2012: € nil, 2011: € nil) during the year.

12. DERIVATIVE FINANCIAL INSTRUMENTS

The Company enters into a variety of derivative financial instruments to manage its exposure to interest
rate and foreign exchange rate risk, including foreign exchange forward contracts and interest rate swaps.
Derivatives which are designated as hedges are classified as current or non-current depending on their
maturity. Derivatives not designated as hedges are classified as current. Derivatives are only used to hedge
fluctuations in foreign currency rates and interest rates. They are not used for speculative purposes.

Foreign exchange risk

The Company uses currency spot, forward and swap transactions to limit the effects of movements in
exchange rates on foreign currency denominated liabilities and assets.

Interest rate risk

When deemed necessary, the Company uses interest rate swap contracts to manage its exposure to interest
rate fluctuations on a portion of its existing debt.

Non-hedge transactions

Where the Company has chosen not to designate derivatives as hedges, fair value changes are recognised
through the profit and loss account and are classified within finance costs.

16



MONDI FINANCE plc

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

12,

13.

DERIVATIVE FINANCIAL INSTRUMENTS (continued)

All derivatives are held at fair value. The fair value of derivative financial instruments is as follows:

2013 2012
Asset  Liability Asset Liability
€000 €000 €000 €000

Derivatives carried at fair value
through profit or loss (FVTPL)
Held for trading derivatives that are
not designated in hedge accounting
relationships:
- Foreign exchange contracts 4,463 (5,027) 3,489 (3,184)

2011
Asset Liability
€000 €000

8,275 (7,825)

4,463 (5,027) 3,489 (3,184)

8275  (7,825)

Further details of derivative financial instruments are provided in note 18.

Within Between Between

1 year or 1and 2 2and$ After

on demand years years 5 years Total
BORROWINGS €000 €000 €000 €000 €000
2013
Borrowings from group undertakings 13,233 - - - 13,233
Bond issues - - 495,019 497,856 992,875
Syndicated credit facility - - - - -
Other external borrowings 10,544 14,500 35,697 64,426 125,167
Bank overdrafts - - - - -
Total borrowings 23,777 14,500 530,716 562,282 1,131,275
2012
Borrowings from group undertakings 43,457 - - - 43,457
Bond issues - - 493,676 497,543 991,219
Syndicated credit facility - - 116,406 - 116,406
Other external borrowings 5,668 5,534 13,426 8,503 33,131
Bank overdrafts 9,387 - - - 9,387
Total borrowings 58,512 5,534 623,508 506,046 1,193,600
2011
Borrowings from group undertakings 141,891 - - - 141,891
Bond issues - - - 487,561 487,561
Syndicated credit facility - - - - -
Other external borrowings 13,936 5,473 16,418 13,683 49,510
Bank overdrafts - - - - -
Total borrowings 155,827 5,473 16,418 501,244 678,962
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13.

14.

BORROWINGS (continued)

All borrowings are unsecured and recorded at amortised cost. The outstanding unamortised discount
amount related to the Company's two bond issues is €2,993,676 (2012: €3,792,966; 2011: €4,433,704).
The outstanding unamortised debt issuance cost is €6,700,964 (2012: €8,697,729; 2011: €8,005,130). The
principal loan arrangements in place include the following:

€750 million Syndicated Revolving Credit Facility (RCF)

The RCF is a five year multi-currency revolving credit facility that was signed on 14 April 2011. Interest is
charged on the balance outstanding at market-related rates linked to EURIBOR.As at 31 December 2013
the facility was undrawn (2012: €117m drawn, 2011: € nil drawn).

€500 million 2017 Eurobond

The Company launched its inaugural seven year publicly traded bond, guaranteed by Mondi plc, in March
2010. The €500 million bond, which matures on 3 April 2017, was issued at a discount of €5.63 million
and pays a fixed coupon of 5.75%per annum. The bond contains a coupon step-up clause whereby the
coupon will be increased by 1.25% per annum if the Company fails to maintain at least one investment
grade credit rating from either Moody’s Investors Service or Standard & Poor’s. Mondi currently has
investment grade credit ratings from both Standard & Poor’s (BBB-, outlook stable) and Moody’s
Investors Service (Baa3, outlook stable).

€500 million 2020 Eurobond

In September 2012 the Company launched an eight year publicly traded bond, guaranteed by Mondi plc.
The €500 million bond, which matures on 28 September 2020, was issued at a discount of €0.1 million and
pays a fixed coupon of 3.375% per annum. The bond contains the same 1.25% per annum coupon step-up
clause as the €500 million 2017 Eurobond.

€100 million European Investment Bank Facility (EIBF)
The EIBF was fully drawn on 28 June 2013. The facility amortises over 12 years with a two year grace
period. Interest is charged on the balance outstanding at a market-related rate linked to EURIBOR.

RUB 1.6 billion European Bank for Reconstruction and Development Facility (EBRDF)
The EBRDF has an amortising repayment until 2019and interest is charged on the balance outstanding at a
market-related rate linked to MOSPRIME (Moscow Prime Offered Rate).

OTHER CREDITORS
2013 2012 2011
€000 €000 €000
Amounts owed to group undertakings 698,174 402,571 169,556
Interest Payable 26,070 26,147 21,737
Other accruals 1,571 1,052 639

725,815 429,770 191,932
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15.

16.

17.

DEFERRED TAX

The Company has the following amounts in respect of which no deferred tax asset has been recognised due

to the unpredictability of future profit streams or gains against which these could be utilised:

2013 2012
€000 €000
At 1 January 30,742 1,215
Tax losses not recognised/(utilised) (11,574) 29,729
Other unrecognised timing differences (215) (202)
At 31 December 18,953 30,742
The tax losses may be carried forward indefinitely.
The amount of deferred tax not recognised is
presented as follows:
Tax losses not recognised/(utilised) 18,155 29,729
Other unrecognised timing differences 798 1,013
At 31 December 18,953 30,742
SHARE CAPITAL
2013 2012 2011
€000 €000 €000
50,000,000 ordinary shares of €1 each (2012: 50,000,000
ordinary shares of €1 each)(2011: 50,000,000 ordinary
shares of €1 each) 50,000 50,000 50,000
CASH FLOW HEDGE RESERVE
2013 2012
€000 €000
Balance at 1 January (1,013) (1,215)
Losses recycled to income 215 202
Income tax on amounts recycled to income - -
At 31 December (798) (1,013)

The hedging reserve represents the cumulative gains and losses on hedging instruments deemed effective
in cash flow hedges. The cumulative deferred gain or loss on the hedging instrument is recognised in profit

or loss only when the hedged transaction impacts the profit or loss.
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17.

18.

19.

CASH FLOW HEDGE RESERVE (continued)

Gains and losses transferred from the hedging reserve into profit or loss during the period are included in
the following line items in the profit and loss account:

2013 2012

€000 €000
Interest payable (215) (202)
(215) (202)

FINANCIAL INSTRUMENTS

Valuation techniques and assumptions applied for the purposes of measuring fair value

The fair values of financial assets and financial liabilities are determined as follows:

The fair values of financial assets and financial liabilities with standard terms and conditions and traded on
active liquid markets are determined with reference to quoted market prices (includes listed redeemable
notes, bills of exchange, debentures and perpetual notes).

The fair value of other financial assets and financial liabilities (excluding derivative instruments) are
determined in accordance with generally accepted pricing models based on discounted cash flow analysis
using prices from observable current market transactions and dealer quotes for similar instruments. -

The fair value of derivative instruments are calculated using quoted prices. Where such prices are not
available, a discounted cash flow analysis is performed using the applicable yield curve for the duration of
the instruments for non-optional derivatives, and option pricing models for optional derivatives. Foreign
currency forward contracts are measured using quoted forward exchange rates and yield curves derived
from quoted interest rates matching maturities of the contracts. Interest rate swaps are measured at the
present value of future cash flows estimated and discounted based on the applicable yield curves derived
from quoted interest rates.

RELATED PARTIES

The Group and its subsidiaries, in the ordinary course of business, enter into various sale, purchase and
service transactions with joint ventures, associates and others in which the Group has a material interest.
These transactions are under terms that are no less favourable than those arranged with third parties. These
transactions, in total, are not considered to be significant.

The following shows transactions and balances with companies which are not wholly owned by Mondi plc:

2013 2012

€000 €000

Loans to related parties 8,737 58,071
Payables due to related parties (30,269) (717,763)

Interest received from related parties 524 454
Interest paid to related parties (163) (374)
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20.

21.

ULTIMATE PARENT UNDERTAKING

The immediate parent company and controlling party is Mondi Investments Limited, a Company
incorporated in Great Britain and registered in England and Wales. Copies of the financial statements of
Mondi Investments Limited may be obtained from the Directors, Building 1, 1* Floor, Aviator Park,
Station Road, Addlestone, Surrey KT15 2PG.

The ultimate parent company and ultimate controlling entity is Mondi plc, a Company incorporated in
Great Britain and registered in England and Wales. Mondi plc is the parent undertaking of the largest and
smallest group which includes the Company and for which group accounts are prepared. Financial
statements for Mondi plc may be obtained from the Company Secretary, Building 1, 1* Floor, Aviator
Park, Station Road, Addlestone, Surrey KT15 2PG.

EXPLANATION OF TRANSITION TO FRS 101

This is the first year that the Company has presented its financial statements under FRS 101 (Financial
Reporting Standard 101) issued by the Financial Reporting Council. The following disclosures are required
in the year of transition. The last financial statements under a previous GAAP (UK GAAP) were for the
year ended 31 December2012 and the date of transition to FRS 101 was therefore 1 January 2013. The
transition is not considered to have had an effect on the Company’s reported financial position or financial
performance.
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