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Introduction 
The Mondi Finance plc financial statements have been prepared in compliance with Financial Reporting Standard 101, 'Reduced 
Disclosure Framework' ("FRS 101") and the requirements of the UK Companies Act 2006.

Mondi Finance plc is a public company limited by shares, incorporated in Great Britain and registered in England and Wales. 
The Company’s ultimate parent company and ultimate controlling entity is Mondi plc. The Mondi Group Integrated report and 
financial statements 2017 are available at: www.mondigroup.com.
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Strategic report 

Main business and operations

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 its 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 at 31 December 2017 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 Integrated report and financial statements.  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.  

The Company earned a profit after tax for the financial year of €3,385,000 (2016: €1,089,000). The higher profit for the 2017 
year is principally driven by the receivables impairment of €3,564,000 recognised in 2016 with no further impairment or reversal 
of impairment recognised in 2017.

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.  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. 

Dividends

No dividend was declared and paid in 2017 (2016: none). The directors have not recommended any further dividends.

Risk Management

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 executed 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, when deemed necessary, interest rate swaps to manage 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 revolving 
credit facility which expires in July 2021.  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. 

Approved by the board of directors on 6 March 2018 and signed on behalf of the board by:

J C Paterson

Director
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Directors' report 

The directors submit their annual report together with the audited financial statements for the year ended 31 December 2017.

Company number

05916680 

Directors

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

J L Hampshire (Company secretary)
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 2017

A new €600 million one year multicurrency revolving credit facility was signed on 22 February 2018 with normal commercial 
terms for such a facility. The facility will be used for general corporate purposes.

There have been no other material reportable events since 31 December 2017.

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:

• dividend payments and recommendations;

• financial risk management objectives, policies and related exposures to interest rate, currency, credit and liquidity risk; 
and

• likely future developments in the business of the Company.

Statement as to disclosure of information to auditors

Each of the directors at the date of approval of this report confirms that: 

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

• 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 auditors are aware of that information. 

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

Independent auditors

PricewaterhouseCoopers LLP has expressed their willingness to continue in office as auditors and a resolution to reappoint 
them will be proposed at the forthcoming Annual General meeting. 

Approved by the board of directors on 6 March 2018 and signed on behalf of the board.

JL Hampshire

Company secretary
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Directors’ responsibility statement 

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable laws 
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 Financial Reporting Standard 101, ‘Reduced Disclosure 
Framework’ (“FRS 101”). 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 year. In 
preparing these financial statements, the directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and accounting estimates that are reasonable and prudent;

• state whether Financial Reporting Standard 101 (Reduced Disclosure Framework) has 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.
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Independent auditors' report to the members of Mondi 
Finance plc (the "Company")

Report on the audit of the financial statements

Opinion

In our opinion, Mondi Finance plc’s financial statements:

• give a true and fair view of the state of the Company’s affairs as at 31 December 2017 and of its profit for the year then 
ended;

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United 
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

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

We have audited the financial statements, included within the Annual Report & Financial Statements (the “Annual Report”), 
which comprise: the balance sheet as at 31 December 2017; the profit and loss account, the statement of comprehensive 
income, the statement of changes in equity for the year then ended; and the notes to the financial statements, which include a 
description of the significant accounting policies.

Our opinion is consistent with our reporting to the directors.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our 
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements 
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our audit of the 
financial statements in the UK, which includes the FRC’s Ethical Standard, as applicable to public interest entities, and we have 
fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were not 
provided to the Company. 

We have provided no non-audit services to the Company in the period from 1 January 2017 to 31 December 2017.

Our audit approach

Overview

Materiality Overall materiality: €25 million, based on 1% of total assets
Audit scope Full scope statutory audit
Key audit matters   -  Valuation of derivatives

  -  Existence and valuation of external borrowings
  -  Existence and valuation of intercompany balances

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial 
statements. In particular, we looked at where the directors made subjective judgements, for example in respect of significant 
accounting estimates that involved making assumptions and considering future events that are inherently uncertain. 

We gained an understanding of the legal and regulatory framework applicable to the Company and the industry in which it 
operates, and considered the risk of acts by the Company which were contrary to applicable laws and regulations, including 
fraud. We designed audit procedures to respond to the fraud risk, recognising that the risk of not detecting a material 
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate 
concealment by, for example, forgery or intentional misrepresentations, or through collusion. We focused on laws and 
regulations that could give rise to a material misstatement in the Company’s financial statements, including, but not limited to the 
Companies Act 2006. Our tests included, but were not limited to, checking the financial statement disclosures to underlying 
supporting documentation, enquiries with management and enquiries of directors, and the reading of board minutes throughout 
the financial year whilst assessing any significant items for potential audit impact. There are inherent limitations in the audit 
procedures described above  and the further removed non-compliance with laws and regulations is from the events and 
transactions reflected in the financial statements, the less likely we would become aware of it.
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Independent auditors' report to the members of Mondi 
Finance plc (continued) 

The scope of our audit (continued)

We did not identify any key audit matters relating to irregularities, including fraud. As in all of our audits we also addressed the 
risk of management override of internal controls, including testing journals and evaluating whether there was evidence of bias by 
the directors that represented a risk of material misstatement due to fraud. 

Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of the 
financial statements of the current period and include the most significant assessed risks of material misstatement (whether or 
not due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the 
allocation of resources in the audit; and directing the efforts of the engagement team. These matters, and any comments we 
make on the results of our procedures thereon, were addressed in the context of our audit of the financial statements as a 
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. This is not a complete list 
of all risks identified by our audit. 

Key audit matter How our audit addressed the key audit matter

Valuation of derivatives
Foreign exchange derivative contracts are entered into by the 
Company primarily to provide transactional hedges for fellow 
Mondi Group companies. Foreign exchange derivative 
contracts are also used by the Company to manage the 
currency profile of debt held by Mondi Group companies. 
Accounting for derivatives requires estimation to determine 
the fair value of the instrument, and the application of hedge 
accounting requires formal designation and regular 
effectiveness testing.
Refer to notes 10 and 20 to the financial statements.

We tested the valuation of the derivatives entered into by the 
Company by independently recalculating their fair value on a 
sample basis. We tested the completeness and existence of 
the derivatives through third party confirmation procedures.
Our approach in respect of the derivatives designated in a 
hedge relationship included examining hedge documentation, 
testing of hedge effectiveness retrospectively and 
prospectively, and assessing the related accounting entries 
including the cash flow hedge reserve.
Based on the procedures performed, we noted no material 
issues from our work.

Existence and valuation of external borrowings
The Company issues external borrowings on behalf of Mondi 
plc and fellow Mondi Group companies. This is the 
Company’s principal activity and therefore a key audit matter. 
As at 31 December 2017 €1,173 million of external 
borrowings was held by the Company.
Refer to notes 12 and 20 to the financial statements.

Our approach in respect of external borrowings involved 
reading existing contracts, checking repayment of existing 
debt completed in the year and checking covenant 
compliance. Through reading board minutes, discussions with 
management and obtaining confirmations we verified that no 
new debt was issued during the year by the Company.
We substantively tested the repayments of external debt, 
recalculating the subsequent amortised cost of borrowings as 
at the year end as well as reconciling the fair value 
disclosures to external independent sources where 
necessary.
Confirmations for the existence and value of each external 
borrowing were obtained from each financial institution.
Based on the procedures performed, we noted no material 
issues from our work.

Existence and valuation of intercompany balances
The Company issues external borrowings on behalf of Mondi 
plc and fellow Mondi Group companies and lends the 
proceeds to fellow Group companies. This is the Company’s 
principal activity and therefore a key audit matter.
As at 31 December 2017, the Company had debtors due 
from Group undertakings of €691 million and loans 
receivable from Group undertakings of €1,787 million. In 
addition the Company has amounts owed to Group 
undertakings of €629 million and borrowings from Group 
undertakings of €263 million.
Refer to notes 8, 9, 11,12 and 20 to the financial statements.

Our approach in respect of intercompany balances was 
underpinned by the testing of controls over the intercompany 
process to agree balances with fellow Mondi Group 
companies.
We agreed the intercompany balances to respective 
counterparties by inspecting the intercompany mismatch 
report, and assessing evidence obtained related to 
mismatches identified related to the Company. We also 
substantively tested the classification of the intercompany 
balances by obtaining and reading loan contracts. 
We evaluated management’s assessment of the 
recoverability of intercompany debtors and loans receivable 
from Group undertakings by review of impairment indicators 
for any overdue amounts and an assessment of the ability of 
other Group companies to repay by comparison to net assets 
or forecast financial results of the counterparty.
Based on the procedures performed, we noted no material 
issues from our work.

How we tailored the audit scope 

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial 
statements as a whole, taking into account the structure of the Company, the accounting processes and controls, and the 
industry in which it operates. 
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Independent auditors' report to the members of Mondi 
Finance plc (continued) 

How we tailored the audit scope (continued)

The Company is responsible for the treasury management business of Mondi plc and Mondi Limited (together "Mondi Group"). 
The Company's principal activity is the issuance of external debt, management of the debt profile and of the currency exposures 
within Mondi Group. The Company is managed from one location, where we performed all our audit procedures. Our detailed 
audit procedures are tailored to test material profit and loss accounts and balance sheet accounts, together with related financial 
statement disclosures.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. 
These, together with qualitative considerations, helped us to determine the scope of our audit and the nature, timing and extent 
of our audit procedures on the individual financial statement line items and disclosures and in evaluating the effect of 
misstatements, both individually and in aggregate on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Overall materiality €25 million.
How we determined it 1% of total assets

Rationale for
benchmark applied

Given the nature of the Company's financing activities we determined that total assets, being
principally the amounts lent to other Mondi Group companies and cash at bank, is an appropriate
measure for calculation of overall materiality and is a generally accepted auditing benchmark.

We agreed with the directors that we would report to them misstatements identified during our audit above €1 million as well as 
misstatements below that amount that, in our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you when: 

• the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not 
appropriate; or 

• the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant 
doubt about the Company’s ability to continue to adopt the going concern basis of accounting for a period of at least 
twelve months from the date when the financial statements are authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the Company’s 
ability to continue as a going concern.

Reporting on other information 

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ 
report thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover 
the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in 
this report, any form of assurance thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the 
audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material 
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial 
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report that fact. We have nothing to report based on 
these responsibilities.

With respect to the Strategic report and Directors’ report, we also considered whether the disclosures required by the UK 
Companies Act 2006 have been included.  

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require us also to 
report certain opinions and matters as described below.

Strategic report and Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and 
Directors’ report for the year ended 31 December 2017 is consistent with the financial statements and has been prepared in 
accordance with applicable legal requirements.
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Independent auditors' report to the members of Mondi 
Finance plc (continued) 

Strategic report and Directors’ report (continued)

In light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we did not 
identify any material misstatements in the Strategic report and Directors’ report. 

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Directors’ responsibility statement set out on page 4, the directors are responsible for the 
preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a true 
and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue as a going 
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the 
directors either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is 
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or 
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these 
financial statements. 

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at: 
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with 
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or 
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may 
come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

• we have not received all the information and explanations we require for our audit; or

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

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

• the financial statements are not in agreement with the accounting records and returns. 

We have no exceptions to report arising from this responsibility.

Appointment

We were appointed on 11 May 2017 to audit the financial statements for the year ended 31 December 2017 and subsequent 
financial periods. This is therefore our first year of uninterrupted engagement.

Andrew Kemp (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors

London

6 March 2018 
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Profit and loss account
for the year ended 31 December 2017

€ thousand Note 2017 2016

Administrative expenses (3,034) (2,835)

Operating loss 2 (3,034) (2,835)

Interest receivable and similar income 4 69,663 93,643

Foreign exchange gain / (loss) 5 3,010 (11,138)

Interest payable and similar expenses 6 (65,232) (77,574)

Profit before taxation 4,407 2,096

Tax charge 7 (1,022) (1,007)

Profit for the financial year 3,385 1,089
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Statement of comprehensive income 
for the year ended 31 December 2017

2017 2016

€ thousand

Profit for the financial year 3,385 1,089

Items that may subsequently be reclassified to profit or loss

Cash flow hedges : amounts recycled to the profit and loss account 257 395

Cash flow hedge : allocation of bond pre-hedge to cash flow hedge reserve — (1,327)

Total comprehensive income 3,642 157
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Balance sheet
as at 31 December 2017

€ thousand Note 2017 2016

Debtors 8 691,652 657,398
Loans receivable 9 1,786,568 1,707,006
Cash at bank and in hand 14,000 367,311
Derivative financial instruments 10 7,666 6,139
Total current assets 2,499,886 2,737,854

Other creditors 11 (639,681) (599,606)
Borrowings 12 (347,014) (617,793)
Derivative financial instruments 10 (9,356) (6,347)
Total current liabilities (996,051) (1,223,746)

Borrowings 12 (1,088,956) (1,102,871)
Total non-current liabilities (1,088,956) (1,102,871)
Total liabilities (2,085,007) (2,326,617)

Net assets 414,879 411,237

Equity
Share capital 14 50,000 50,000
Cash flow hedge reserve 15 (1,002) (1,259)
Profit and loss account 365,881 362,496
Total shareholder's funds 414,879 411,237

These financial statements were approved by the board of directors on 6 March 2018 

They were signed on behalf of the board by:

J C Paterson

Director

Company Number : 05916680
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Statement of changes in equity 
for the year ended 31 December 2017

€ thousand Share Capital
Profit and loss

account
Cash flow

hedge reserve
Total

equity

At 1 January 2016 50,000 361,407 (327) 411,080
Total comprehensive income for the year — 1,089 (932) 157
At 31 December 2016 50,000 362,496 (1,259) 411,237
Total comprehensive income for the year — 3,385 257 3,642
At 31 December 2017 50,000 365,881 (1,002) 414,879



Notes to the financial statements
for the year ended 31 December 2017
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1 Basis of preparation 

The Company meets the definition of a qualifying entity under Financial Reporting Standard 100 (“FRS 100”). Accordingly, for 
the year ended 31 December 2017 the financial statements have been prepared in accordance with Financial Reporting 
Standard 101, ‘Reduced Disclosure Framework’ (“FRS 101”) and the UK Companies Act 2006. 

The financial statements are prepared on the historical cost basis, except for the revaluation of certain financial instruments. 
Historical cost is generally based on the fair value of the consideration given in exchange for the assets. The principal 
accounting policies are described in note 20. They have all been applied consistently throughout the year and the preceding 
year.

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 cash flow statement, standards not yet effective and related party transactions.

Where required, equivalent disclosures are given in the Group financial statements of Mondi plc. The Group financial statements 
are available to the public and can be obtained as set out in note 19.

The financial statements are separate financial statements and have been prepared on a going concern basis. 

Critical accounting judgements and key estimates

The preparation of the Company’s financial statements includes the use of estimates and assumptions. Although the estimates 
used are based on management’s best information about current circumstances and future events and actions, actual results 
may differ from those estimates. 

The most significant estimates and judgements are:

• Recoverability of intercompany debtors – the Company assesses the recoverability of intercompany debtors on an annual 
basis. The financial results and expected future cash flows of intercompany debtors are used as part of this assessment – 
refer to notes 8 & 9. 

• Fair value of derivatives – the Company values its outstanding derivatives at each reporting date with the valuation based on 
the present value of expected net cash flows arising from the outstanding derivative. Management's judgement is exercised 
in determining the discount rate and relevant exchange rates used in the valuations – refer to note 10. 

2 Operating loss 

Operating loss is stated after charging:

€ thousand 2017 2016

Mondi plc management fees 2,566 2,416

None of the directors received any remuneration during the year (2016: €nil) in respect of their services to the Company and the 
Company had no employees during the current and prior years.

3 Auditors' remuneration 

Fees payable to PricewaterhouseCoopers LLP (2016: Deloitte LLP) for the audit of the Company’s annual financial statements 
of €21,000 (2016: €10,500) have been borne by Mondi plc, the Company’s ultimate parent company.  Fees of €18,113 (2016: 
€38,432) have been paid by the Company to Deloitte LLP for non-audit services relating to borrowing transactions during the 
year. No non-audit service fees have been paid to PricewaterhouseCoopers LLP during the 2017 financial year.

4 Interest receivable and similar income 

€ thousand 2017 2016

Interest receivable
Other loans and receivables owed by Group undertakings 68,911 93,241
Bank deposits 752 402
Total 69,663 93,643



Notes to the financial statements continued
for the year ended 31 December 2017
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5 Foreign exchange gain / (loss)

€ thousand 2017 2016

Foreign exchange gain / (loss) 28,913 (1,593)
Fair value loss on foreign currency derivatives (25,903) (9,545)
Total 3,010 (11,138)

 6 Interest payable and similar expenses 

€ thousand 2017 2016

Interest payable
On loans, overdrafts and bonds 38,702 59,981
To other Group undertakings 26,530 14,029
Receivable impairment — 3,564
Total 65,232 77,574

7 Taxation 

Analysis of tax charge for the year 

€ thousand 2017 2016

Corporation tax
Foreign withholding tax 1,022 1,007
Total tax charge 1,022 1,007

Factors affecting tax charge for the year

The Company’s total tax charge for the year can be reconciled to the tax on the Company’s profit before tax at the average UK 
corporation tax rate of 19.25% (2016: 20%), as follows:

€ thousand 2017 2016

Profit before tax 4,407 2,096
Tax on profit before tax calculated at the average UK corporation tax rate of 19.25% (2016:
20.00%) 848 419

Tax effect of non taxable income (848) (1,007)
Group relief claimed for which no charge was made — (125)
Expenses not deductible — 713
Withholding tax recognised 1,022 1,007

Total tax charge for the year 1,022 1,007



Notes to the financial statements continued
for the year ended 31 December 2017
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8 Debtors 

€ thousand 2017 2016

Amounts falling due within one year:
Amounts owed by Group undertakings 691,429 657,120
Prepayments and accrued income 205 205
Other debtors 18 73
Total 691,652 657,398

There are no debtor balances past due as at the reporting date (2016: €nil). The allowance for doubtful debtors is €nil (2016: 
€nil).

9 Loans receivable

€ thousand 2017 2016

Loans receivable carried at amortised cost:
Loans to Group undertakings 1,786,568 1,707,006

Total 1,786,568 1,707,006

The allowance for doubtful loans is €11,143,000 (2016: €11,143,000).

Interest is charged at a rate based on the Company’s average cost of debt and adjusted for local country interest rates. 

10 Derivative financial instruments

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign 
exchange risk, including foreign exchange forward contracts and when deemed necessary, interest rate swaps. Derivatives are 
classified as current or non-current depending on their maturity. 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 assets and liabilities.

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 foreign exchange gain/loss.

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

€ thousand 2017 2016

Asset Liability Asset Liability

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 7,666 (9,356) 6,139 (6,347)
Total 7,666 (9,356) 6,139 (6,347)

Further details of derivative financials instruments are provided in note 16.
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11 Other creditors

€ thousand 2017 2016

Amounts owed to Group undertakings 629,212 567,516
Interest payable 10,076 31,681
Other accruals 393 409
Total 639,681 599,606

12 Borrowings 

2017/€ thousand
Within 1 year or 

on demand
Between 1 and 

2 years
Between 2 and 

5 years After 5 years Total

Borrowings from Group undertakings 262,984 — — — 262,984
Bonds — — 499,111 496,263 995,374
Syndicated credit facility — — 16,907 — 16,907
Other external borrowings 31,985 23,681 29,184 23,810 108,660
Bank overdrafts 52,045 — — — 52,045
Total borrowings 347,014 23,681 545,202 520,073 1,435,970

2016/€ thousand
Within 1 year or 

on demand
Between 1 and 

2 years
Between 2 and 

5 years After 5 years Total

Borrowings from Group undertakings 85,986 — — — 85,986
Bonds 499,562 — 498,740 495,685 1,493,987
Syndicated credit facility — — — — —
Other external borrowings 32,245 32,245 42,868 33,333 140,691
Bank overdrafts — — — — —
Total borrowings 617,793 32,245 541,608 529,018 1,720,664

All borrowings are unsecured and recorded at amortised cost. The outstanding unamortised discount amount related to the 
Company’s bond issues is €1,829,000 (2016: €2,372,000). The outstanding unamortised debt issuance cost is €4,452,000 
(2016: €5,900,000). The principal loan arrangements in place include the following:

Maturity Interest rate Facility Amount
€ thousand % 2017 2016

Financing facilities

Syndicated Revolving Credit Facility July 2021
EURIBOR/LIBOR +

margin 750,000 750,000
€500 million Eurobond April 2017 5.75% — 500,000
€500 million Eurobond September 2020 3.375% 500,000 500,000
€500 million Eurobond April 2024 1.50% 500,000 500,000

European Investment Bank Facility June 2025 EURIBOR + margin 71,429 80,952

The €500m 2020 Eurobond contains a step-up clause whereby the coupon will be increased by 1.25% per annum if Mondi 
Group fails to maintain at least one investment grade credit rating from either Moody's Investors Service or Standard & Poor's. 
Mondi Group currently has investment grade credit ratings from both Moody's Investors Service (Baa1, outlook Stable) and 
Standard & Poor's (BBB, outlook Positive).
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13 Deferred tax 

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

€ thousand 2017 2016

At 1 January 22,325 3,888
Loss true-up for prior year tax return — 17,505
Tax losses utilised — —
Other unrecognised timing differences (257) 932
At 31 December 22,068 22,325

€ thousand 2017 2016

The gross deferred tax asset not recognised is presented as follows:
Tax losses not recognised 21,066 21,066
Other unrecognised timing differences 1,002 1,259
At 31 December 22,068 22,325

The tax losses may be carried forward indefinitely.

14 Share capital 

€ thousand 2017 2016

Issued, called up and fully paid
50,000,000 ordinary shares of €1 each (2016: 50,000,000 ordinary shares of €1 each) 50,000 50,000

15 Cash flow hedge reserve

€ thousand 2017 2016

Balance at 1 January (1,259) (327)
Losses recycled to income 257 395
Allocation of bond pre-hedge to cash flow hedge reserve — (1,327)
At 31 December (1,002) (1,259)

The cash flow hedge 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. 

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

€ thousand 2017 2016

Interest payable on loans, overdrafts and bonds (257) (395)

16 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 .

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

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

The fair values 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.

17 Related party transactions 

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. 

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

€ thousand 2017 2016

Loans to related parties 36,807 40,551
Payables due to related parties (133,518) (101,530)
Interest received from related parties 1,270 2,337
Interest paid to related parties (2) (2)

18 Events occurring after 31 December 2017 

With the exception of the following event listed below, there have been no material reportable events since 31 December 2017: 

• A new €600 million one year multicurrency revolving credit facility was signed on 22 February 2018 with normal commercial 
terms for such a facility. The facility will be used for general corporate purposes.

19 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, 1st 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 financial statements are prepared. Financial statements for Mondi plc may be obtained from the Company 
secretary, Building 1, 1st Floor, Aviator Park, Station Road, Addlestone, Surrey KT15 2PG.

20 Accounting policies 

Basis of preparation

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 transactions

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

Foreign currency transactions are recorded in the functional currency at the exchange rates ruling on the dates of the 
transactions. At each reporting date, monetary assets and liabilities that are denominated in foreign currencies are translated at 
the rates prevailing on 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.
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20 Accounting policies (continued)

Interest income 

Interest income (note 4)
Interest income is recognised when it is probable that the economic benefits will flow to the Company and the amount of income 
can be measured reliably. Interest income is accrued on a time proportion basis, by reference to the principal outstanding and at 
the applicable effective interest rate.

Tax (note 7)

The tax expense represents the sum of the current tax charge and the movement in deferred tax. 

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 amount of assets and 
liabilities in the Company’s 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. 

The carrying amount of deferred tax assets is reviewed at each reporting date. The carrying amount is reduced to the extent that 
it is no longer probable that sufficient taxable profit will be available to allow all or part of the asset to be recovered within a 
reasonable period of time. Similarly, it is increased to the extent that it is probable that sufficient taxable profit will be available in 
the future for all or part of the deferred tax asset to be recovered within a reasonable period of time.

Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability is settled or the asset is 
realised. Deferred tax is charged or credited to the profit and loss account, except when it relates to items charged or credited 
directly to other comprehensive income and accumulated in equity, in which case the deferred tax is also taken directly to other 
comprehensive income and accumulated in equity.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same tax authority and the Company 
intends to settle its current tax assets and liabilities on a net basis.

Financial instruments (note 16)

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

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to the 
acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair value 
through profit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on 
initial recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair value 
through profit or loss are recognised immediately in profit or loss.

Financial asset investments (note 9)
Investments, other than investments in subsidiaries 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.
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20 Accounting policies (continued)

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. Bank overdrafts are shown within short-term borrowings in current 
liabilities in the balance sheet. 

Trade debtors and creditors (notes 8 and 11)
Trade debtors and creditors are initially recognised at fair value and are subsequently carried at amortised cost using the 
effective interest rate method. 

Borrowings (note 12)
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.

Borrowing costs (note 6)
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 the profit and loss account in the period in which they are incurred.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at each reporting 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. Impairments recognised through the profit and loss account 
are classified as either operating or financing depending on the nature of the monetary item giving rise to them.

Derivative financial instruments and hedge accounting (note 10)

The Company enters into forward, option and swap contracts in order to hedge its exposure to foreign exchange, interest rate 
and commodity price risks. 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 derivative financial instruments, and are classified as current or non-current depending on the 
maturity of the derivative.

Changes in the fair value of derivative instruments that are not formally designated in hedge relationships are recognised 
immediately in the profit and loss account and are classified within operating profit or net finance costs, depending on the type of 
risk to which the derivative relates.

Cash flow hedges
The effective portion of changes in the fair value of derivative financial instruments that are designated as hedges of future cash 
flows are recognised directly in other comprehensive income and accumulated in equity. The gain or loss relating to the 
ineffective portion is recognised immediately in the profit and loss account. 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 the Company’s cash flow hedge reserve 
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 the Company’s cash flow hedge reserve in equity are recognised 
in the profit and loss account in the same period in which the hedged item affects profit and loss on a proportionate basis.

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 the profit and loss account. Gains or losses from remeasuring the 
associated derivative are also recognised in the profit and loss account.

Ineffective, expired, sold, terminated or exercised hedging instruments
Hedge accounting is discontinued when the hedge relationship is revoked or the hedging instrument expires or is sold, 
terminated, exercised, or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss deferred in equity 
remains in equity and is recognised in the profit and loss account when the forecast transaction is ultimately recognised. If a 
hedge transaction is no longer expected to occur, the net cumulative gain or loss deferred in equity is included immediately in 
the profit and loss account.
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