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Independent Auditor’s Report

To the Shareholders, Supervisory Board, and Board of Directors of Mondi SCP, a.s.:

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Mondi SCP, a.s. and its subsidiaries (together - the “Group”) as
at 31 December 2017, and its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union.

What we have audited

The Group’s consolidated financial statements comprise:

e the consolidated statement of financial position as at 31 December 2017;

the consolidated statement of comprehensive income for the year then ended;

the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated 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 are independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants issued by the International Federation of
Accountants ("Code of Ethics") and other requirements of legislation that are relevant to our audit of the
consolidated financial statements in the Slovak Republic. We have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics.

Reporting on other information in the consolidated annual report
Management is responsible for the consolidated annual report prepared in accordance with the Slovak Act

on Accounting No. 431/2002, as amended (the "Accounting Act"). The consolidated annual report
comprises (a) the consolidated financial statements and (b) other information.

Our opinion on the consolidated financial statements does not cover the other information.

PricewaterhouseCoopers Slovensko, s.r.o., KaradZiéova 2, Bratislava, 815 32, Slovak Republic
T: +421 (0) 2 59350 111, F: +421 (0) 2 59350 222, www.pwc.com/sk
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In connection with our audit of the consolidated financial statements, our responsibility is to read the
consolidated annual report and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

With respect to the consolidated annual report, we considered whether it includes the disclosures
required by the Accounting Act.

Based on the work undertaken in the course of our audit, in our opinion:

o the information given in the consolidated annual report for the year ended 31 December 2017 is
consistent with the consolidated financial statements; and

o the consolidated annual report has been prepared in accordance with the Accounting Act.

In addition, in light of the knowledge and understanding of the Group and its environment obtained in
the course of the audit, we are required to report if we have identified material misstatements in the
consolidated annual report. We have nothing to report in this respect.

Management’s responsibilities for the consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the International Financial Reporting Standards as adopted by the
European Union, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
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 International Standards on Auditing 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 consolidated financial statements.

As part of our audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.



i 8

pwc

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the management regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
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Bratislava, 18 April 2018

Our report has been prepared in Slovak and in English. In all
matters of interpretation of information, views or opinions, the

Slovak language version of our report takes precedence over the
English language version.
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Mondi SCP, a. s.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2017

Year Ended Year Ended
31 December 31 December
(EUR'000) Note 2017 2016 (Restated)
Continuing operations
Revenues 5 807,350 763,542
Raw materials and consumables 7 (483,912) (428,957)
Transportation and selling costs 6 (68,230) (66,859)
Changes in inventories of finished goods and work in progress 5,919 1,624
Other services (40,510) (38,233)
Personnel expenses 9 (82,653) (71,186)
Depreciation, amortisation expenses and impairment 13,14 (51,837) (51,409)
Other operating expenses and income 10 4,499 (1,201)
Operating profit 90,626 107,321
Finance income 11 51 2
Finance costs 11 (2,290) (2,173)
Share of profit of joint ventures accounted for using the equity
method 16 (27) -
Profit before income tax 88,360 105,150
income tax expense 12 (18,772) (15,201)
Net profit for the reporting period 69,588 89,949
Other comprehensive income
Items reclassified to profit or loss:
Profit from revaluation of financial assets available for sale 17 53 73
Net change in hedging derivatives, net of tax (89) -
Total items reclassified to profit or loss (36) 73
Items not reclassified to profit or loss:
Gains / (losses) from revaluation of defined benefit plans, net
of tax 23 7,090 (10,681)
Total items not reclassified to profit or loss: 7,090 (10,681)
Other comprehensive income/(expenses), net of tax 7,054 (10,608)
Comprehensive income for the year 76,642 79,341
Net profit for the reporting period attributable to: 69,588 89,949
- Non-controlling interests 44 44
- Holders of the parent company's shares 69,544 89,905
Comprehensive income for the year attributable to: 76,642 79,341
- Non-controlling interests 44 44
- Holders of the parent company's shares 76,598 79,297
The accompanying notes from 1 to 33 are an integral part of these consolidated financial statements 4



Mondi SCP, a. s.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 31 December 2017

Note 31 December 31 December 1 January
(EUR'000) 2017 2016 (Restated) 2016 (Restated)
Assets
Non-current assets
Intangible assets 13 1,095 1,122 692
Property, plant and equipment 14 487,795 498,944 439,330
Investments in Joint Ventures accounted 16
for using the equity method 813 - -
Financial assets available for sale 17 3,937 3,865 -
Deferred tax assets 25 387 1,979 154
Trade receivables and other receivables 410 - -
494,437 505,910 440,176
Current assets
Inventories 18 79,014 74,772 38,479
Trade and other receivables 19 118,636 118,127 67,689
Current tax assets 75 55 -
Cash and cash equivalents 20 1,157 4,845 628
Assets from Cash pooling within Mondi 30
Group 144,746 101,184 78,613
Derivative financial instruments - 11 -
343,206 298,994 185,409
TOTAL ASSETS 837,643 804,904 625,585
Equity and liabilities
Capital and reserves
Share capital 21 153,855 153,855 153,855
Other reserves 22 77,732 70,678 89,432
Retained earnings 305,078 275,534 245,629
Equity attributable to the parent company's
owners 536,665 500,067 488,916
Non-controlling interests 227 183 139
TOTAL EQUITY 536,892 500,250 489,055
Non-current liabilities
Employee benefit plan obligations 23 39,539 48,557 2,561
Deferred tax liabilities 25 36,716 37,438 40,786
Provisions 26 1,903 1,414 1,315
Other non-current liabilities 27 36,253 42,253 1,201
o 114,411 129,662 45863
Current liabilities
Interest-bearing borrowings 24 42,566 35,294 -
Trade and other payables 27 133,445 133,859 85,251
Current tax liabilities 8,124 4,667 5,416
Provisions 26 2,054 1,172 -
Derivative financial instruments 151 - -
) o _ 186,340 174,992 90,667
TOTAL LIABILITIES 300,751 304,654 136,530
TOTAL EQUITY AND LIABILITIES 837,643 804,904 625,585

The accompanying notes from 1 to 33 are an Integral part of these consolidated financial statements 5
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Mondi SCP, a. s.
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

Note Year Ended 31 Year Ended 31
(EUR'000) December 2017 December 2016
Operating activities
Operating profit 90,626 107,321
Non-cash transactions
- Depreciation and impairment of non-current assets 13,14 51,837 51,409
- Loss/(profit) from the sale of non-current assets 10 (1,090) 211
- Financial liability revaluation 10 (4,491) -
- Other non-cash transactions 2,399 (415)
Operating cash flows before movements in working
capital 139,281 158,526
Effect of movements in working capital
- Decrease/(increase) of inventories 18 (5,041) 6,071
- Decrease/(increase) of receivables 19 (981) 3,887
- Decrease/(increase) of payables 27 (6,286) 5,947
Cash flows from operating activities before taxation and
interest 126,973 174,431
Interest paid (1,054) (1,528)
Income tax expense paid (16,775) (19,077)
Cash flows from operating activities, net 109,144 153,826
Investing activities
Payments for the purchase of property, plant and 13.14
equipment and intangible assets ’ (36,749) (20,315)
Proceeds from sales of tangible fixed assets 706 105
Payments for acquisition of financial investments (576) (24,748)
Interest received 64 2
Dividends received from joint ventures 71 -
Increase in Assets from cash pooling within Mondi Group 30 (43,562) (22,571)
Cash flows from investing activities, net (80,046) (67,527)
Financial activities
Loan repayments 24 (555) (22,050)
Proceeds from loans 24 7,827 -
Share-based payments (58) (32)
Dividends paid 22 (40,000) (60,000)
Cash flows from financial activities, net (32,786) (82,082)
Net increasel/(decrease) in cash and cash equivalents (3,688) 4,217
Cash and cash equivalents at the beginning of the year 20 4,845 628
Foreign exchange gains/{losses) from cash and cash
equivalents - -
Cash and cash equivalents at the end of the year 20 1,157 4,845
The accompanying notes from 1 to 33 are an integral part of these consolidated financial statements 7



Mondi SCP, a. s.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

for the year ended 31 December 2017

1. GENERAL INFORMATION

a) Essential Information on the Company

Business name and seat

Date of establishment

Date of incorporation

(according to the Commercial Register)
Business activity of the parent company and its
consolidated subsidiaries and associates
(hereinafter only the "Group")

Mondi SCP, a. s.
Tatranska cesta 3
034 17 Ruzomberok
7 September 1995

1 October 1995

- Paper and cardboard production

- Production of pulp

- Production of paper and cardboard products;

- Saw production, wood waterproofing;

- Production of wood wrappings;

- Production of corrugated paper, cardboard and
cardboard wrapping materials;

- Manufacture of printing templates;

- Other printing industry services, graphic designs;
- Locksmithing, metalworking;

- Wiring;

- Operating of railway and transport by rail, and
related services performed by a rail transport
operator,

- Handling waste in the scope of waste treatment;
- Designs of electric appliances;

- Wholesale with timber;

- Mediation of wood trade;

- Waste transport and disposal and

- Other.
b) Employees
Year Ended 31 Year Ended 31
B - December 2017 December 2016
Average number of employees 1,791 1,745
of which: managers 30 34

c) Approval of the 2016 Consolidated Financial Statements

The 2016 consolidated financial statements of Mondi SCP, a.s. were approved at the General
Shareholders’ Meeting held on 28 April 2017 and filed subsequently with the Court Register.

Based on the approval of the separate financial statements of Mondi SCP, a.s., by the General
Shareholders’Meeting held on 28 April 2017, the Company paid the shareholders dividends for 2016 in
the total amount of EUR 40,000 thousand. Dividends were paid out on 26 May 2017.

The Board of Directors may propose to the Company’s shareholders the amendment of the financial
statements even after their approval by the General Meeting of shareholders. However, according to
§16, sections 9 to 11 of the Slovak Act on Accounting No. 431/2002 Coli., an entity's accounting records
cannot be reopened after the financial statements have been prepared and approved. If, after the
financial statements have been approved, management identifies that the comparative information
would not be consistent, the Slovak Act on Accounting No. 431/2002 Coll. allows entities to restate
comparative information in the accounting period in which the relevant facts are identified.




Mondi SCP, a. s.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2017

d) Members of the Company’s Bodies

Members of the Company's Bodies during financial year ending 31 December 2017:

Body _ Function Name
Boards of Directors Chairman Miloslav Curilla
Deputy Chairman Peter Orisich
Member Bernhard Peschek
Member Miroslav Vajs
Member Franz Hiesinger until 24 May 2017
Member Walter Seyser from 25 May 2017 until
31 Oct 2017
Member Gabriele Schalleger from 1 November
2017
Supervisory Board Chairman Peter Josef Oswald
Deputy Chairman Milan Filo
Member Jan Krasufla
Executive Management  President Bernhard Peschek

Members of the Company's Bodies during financial year ending 31 December 2016:

Body ____ Function N _ Name -
Boards of Directors Chairman Miloslav Curilla
Deputy Chairman Peter Orisich
Member Bemhard Peschek
Member Miroslav Vajs
Member Franz Hiesinger
Supervisory Board Chairman Peter Josef Oswald
Deputy Chairman Milan Fifo
Member Jan Krasula
Executive Management  President Bernhard Peschek

e) Structure of shareholders and their share in the Share Capital

Share in Share Capital
Shareholders EUR'000 in%
ECO-INVESTMENT, a.s., Prague 75,389 49
Mondi SCP Holdings, B.V., Maastricht 78,466 51

Voting Rights
in%

49
51

During years ending 31 December 2017 and 31 December 2016 there was no change in the structure

of sharehoders and their share in the share capital.

f) Consolidated Financial Statements for Mondi Groups

Mondi SCP, a.s.Group consists of the subsidiaries and joint ventures presented in Notes 15 and 16.
Mondi SCP, a.s. prepares both separate financial statements and consolidated financial statements for
Mondi SCP, a.s., in accordance with International Financial Reporting Standards (IFRS) as adopted by

the EU and in accordance with the Slovak Act on Accounting No. 431/2002 Coll.

Mondi SCP, a.s. is a subsidiary of Mondi SCP Holdings, B. V, based in Maastricht, the Netherlands,

which owns a 51% shareholding in the Company's registered capital.




Mondi SCP, a. s.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2017

The Mondi Group has two separate legal parent entities, Mondi Limited and Mondi plc, which operate
under a dual listed company (DLC) structure. The substance of the DLC structure is such that Mondi
Limited and its subsidiaries, and Mondi plc and its subsidiaries (together — “Mondi Group”), operate
together as a single economic entity through a sharing agreement, with neither parent entity assuming
a dominant role. Accordingly, Mondi Limited and Mondi plc are reported on a combined and consolidated
basis as a single reporting entity.

The consolidated financial statements for the biggest and the smallest group of companies are prepared
by Mondi, plc., with its registered office Building 1, 1st Floor, Aviator Park, Station Road, Addlestone,
Surrey, KT15 2PG, Great Britain.

The consolidated financial statements are available at the seat of this company.

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Following amended standards became effective for the Group from 1 January 2017, however they
did not have a significant impact on Group:

o Disclosure initiative — amendments to IAS 7 (issued on 29 January 2016 and effective for
annual periods beginning on or after 1 January 2017)

¢ Recognition of Deferred Tax Assets for Unrealised Losses — Amendments to IAS 12 (issued
on 19 January and effective for annual periods beginning on or after 1 January 2017)

¢ Amendments to IFRS 12 included in annual Improvements to IFRS Standards 2014-2016
(issued on 8 December 2016 and effective for annual periods beginning on or after 1 January
2017)

NEW ACCOUNTING POLICIES

Certain new standards, interpretations and amendments have been issued that are mandatory for
annual periods beginning on or after 1 January 2018. The Group has decided to early adopt new
IFRS 16 standard from 1 January 2018.

IFRS 9, Financial Instruments: Classification and Measurement (issued in July 2014 and
effective for annual periods beginning on or after 1 January 2018).

Key features of the new standard are:

e Financial assets are required to be classified into three measurement categories: those to be
measured subsequently at amortised cost, those to be measured subsequently at fair value
through other comprehensive income (FVOCI) and those to be measured subsequently at fair
value through profit or loss (FVTPL).

e Classification for debt instruments is driven by the entity’s business model for managing the
financial assets and whether the contractual cash flows represent solely payments of principal
and interest (SPPI). If a debt instrument is held to collect, it may be carried at amortised cost if it
also meets the SPPI requirement. Debt instruments that meet the SPPI requirement that are
held in a portfolio where an entity both holds to collect assets’ cash flows and sells assets may
be classified as FVOCI. Financial assets that do not contain cash flows that are SPPI must be
measured at FVTPL (for example, derivatives). Embedded derivatives are no longer separated
from financial assets but will be included in assessing the SPPI condition.

¢ Investments in equity instruments are always measured at fair value. However, management
can make an irrevocable election to present changes in fair value in other comprehensive
income, provided the instrument is not held for trading. If the equity instrument is held for trading,
changes in fair value are presented in profit or loss.

10



Mondi SCP, a. s.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2017

e Most of the requirements in IAS 39 for classification and measurement of financial liabilities were
carried forward unchanged to IFRS 9. The key change is that an entity will be required to present
the effects of changes in own credit risk of financial liabilities designated at fair value through
profit or loss in other comprehensive income.

e IFRS 9 introduces a new model for the recognition of impairment losses — the expected credit
losses (ECL) model. There is a ‘three stage’ approach which is based on the change in credit
quality of financial assets since initial recognition. In practice, the new rules mean that entities
will have to record an immediate loss equal to the 12-month ECL on initial recognition of financial
assets that are not credit impaired (or lifetime ECL for trade receivables). Where there has been
a significant increase in credit risk, impairment is measured using lifetime ECL rather than 12-
month ECL. The model includes operational simplifications for lease and trade receivables.

¢ Hedge accounting requirements were amended to align accounting more closely with internal
risk management. The standard provides entities with an accounting policy choice between
applying the hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all
hedges because the standard currently does not address accounting for macro hedging.

Based on the analysis of the Group's financial assets and financial liabilities as at 31 December 2017
and on the basis of the facts and circumstances, magnitude, volumes, methodology that exist at that
date, the management of the Group is expecting an impact as of 1 January 2018 in the areas of
impairment provisions against trade and other receivables and cash in banks. The expected impact
is not material.

No significant changes are expected for financial liabilities, other than changes in the fair value of
financial liabilities designated at FVTPL that are attributable to changes in the instrument's credit risk,
which will be presented in other comprehensive income.

The new standard also introduces expanded disclosure requirements and changes in presentation.
These are expected to change the nature and extent of the Group's disclosures about its financial
instruments particularly in the year of the adoption of the new standard.

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014, amended on 12
April 2016 and effective for the periods beginning on or after 1 January 2018).

The new standard introduces the core principle that revenue must be recognised when the control
over goods or services is transferred to the customer, at the transaction price. Any bundled goods or
services that are distinct must be separately recognised, and any discounts or rebates on the contract
price must generally be allocated to the separate performance obligations.

When the consideration is variable for any reason, the consideration is recognised only to the extent
that it highly probable that there is no risk of significant reversal. Costs incurred to obtain and fulfill
contracts with customers have to be capitalised and amortised over the period when the benefits of
the contract are consumed by the Group.

In accordance with the transition provisions in IFRS 15 the Group has elected simplified modified
retrospective transition method with the effect of transition to be recognised as at 1 January 2018 in
the consolidated financial statements for the year-ending 31 December 2018 which will be the first
year when the Group will apply IFRS 15.

The Group plans to apply the practical expedient available for simplified modified retrospective
transition method. The Group applies IFRS 15 retrospectively only to contracts that are not completed
at the date of initial application (1 January 2018).

The adoption of IFRS 15 will result in changes in accounting policies and adjustments to be recognised
in the consolidated financial statements. Based on the analysis of the Group's revenue streams for the
year ended 31 December 2017, individual contracts’ terms and on the basis of the facts and
circumstances that exist at that date, in view of simplified modified retrospective transition method
application, the management of the Group is expecting a non-significant impact on its consolidated
financial statements from the adoption of the new standard on 1 January 2018.

11



Mondi SCP, a. s.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2017

IFRS 16, Leases (issued in January 2016 and effective for annual periods beginning on or
after 1 January 2019).

The new standard sets out the principles for the recognition, measurement, presentation and
disclosure of leases. Accordingly, IFRS 16 eliminates the classification of leases as either operating
leases or finance leases as is required by IAS 17 and, instead, introduces a single lessee accounting
model. Lessees will be required to recognise: (a) assets and liabilities for all leases with a term of
more than 12 months, unless the underlying asset is of low value; and (b) depreciation of lease
assets separately from interest on lease liabilities in the statement of profit or loss and other
comprehensive income. IFRS 16 substantially carries forward the lessor accounting requirements in
IAS 17. Accordingly, a lessor continues to classify its leases as operating leases or finance leases,
and to account for those two types of leases differently.

The Group's assessment of the impact of adopting this Standard is in the process of being finalised, but
the estimated range of potential impact on the Group’s key metrics as at 31 December 2017 is as follows:

o Total assets: increase 0.4-1.0%

e Total liabilities: increase 0.2-1.0%

¢ Net debt: increase 20-2.5%

e Underlying EBITDA: increase 0.4-1.0%

e Underlying operating profit: decrease marginal

e Operating profit: decrease marginal

e Tax charge: decrease marginal

e Profit for the year: decrease marginal

¢ Return on capital employed: decrease 5-10 points

The Group decided to early implement this Standard as of 1 January 2018 using the full retrospective
method.

IFRIC 23 “Uncertainty over Income Tax Treatments”* (issued on 7 June 2017 and effective for
annual periods beginning on or after 1 January 2019).

IAS 12 specifies how to account for current and deferred tax, but not how to reflect the effects of
uncertainty. The interpretation clarifies how to apply the recognition and measurement requirements
in IAS 12 when there is uncertainty over income tax treatments.

The following standards, interpretations and amendments are not expected to have any material
impact on the consolidated financial statements:

e Sale or Contribution of Assets between an Investor and its Associate or Joint Venture -
Amendments to IFRS 10 and IAS 28* (issued on 11 September 2014 and effective for annual
periods beginning on or after a date to be determined by the IASB).

¢+ Amendments to IFRS 15, Revenue from Contracts with Customers (issued on 12 April 2016
and effective for annual periods beginning on or after 1 January 2018)

e Amendments to IFRS 2, Share-based Payment* (issued on 20 June 2016 and effective for
annual periods beginning on or after 1 January 2018).

e Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts - Amendments to
IFRS 4 (issued on 12 September 2016 and effective, depending on the approach, for annual
periods beginning on or after 1 January 2018 for entities that choose to apply temporary
exemption option, or when the entity first applies IFRS 9 for entities that choose to apply the
overlay approach).

¢ Annual Improvements to IFRSs 2014-2016 Cycle* (issued on 8 December 2016 and
effective for annual periods beginning on after 1 January 2018 for amendments to IFRS 1
and IAS 28).

e IFRIC 22 - Foreign Currency Transactions and Advance Consideration* (issued on 8
December 2016 and effective for annual periods beginning on or after 1 January 2018).

e Transfers of Investment Property - Amendments to IAS 40* (issued on 8 December 2016
and effective for annual periods beginning on or after 1 January 2018).

12



Mondi SCP, a. s.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2017

e IFRS 17, Insurance Contracts* (issued on 18 May 2017 and effective for annual periods
beginning on or after 1 January 2021).

o Prepayment Features with Negative Compensation — Amendments to IFRS 9* (issued on 12
October 2017 and effective for annual periods beginning on or after 1 January 2019).

o Long-term Interests in Associates and Joint Ventures — Amendments to IAS 28* (issued on
12 October 2017 and effective for annual periods beginning on or after 1 January 2019).

e Annual Improvements to IFRSs 2015-2017 cycle — Amendments to IFRS 3, IFRS 11, IAS 12
and IAS 23* (issued on 12 December 2017 and effective for annual periods beginning on or
after 1 January 2019).

e Addition, reduction or finishing of plan — amendments to IAS 19* (issued on 7 February and
effective for annual periods beginning on or after 1 January 2019)

o Amendments to References to the Conceptual Framework in IFRS Standards*

* These new standards, amendments and interpretations have not been endorsed by the European union yet.
3. SIGNIFICANT ACCOUNTING PRINCIPLES
a) Statement of Compliance

The financial statements represent the annual consolidated financial statements of Mondi SCP as.,
which have been prepared for the reporting period from 1 January 2017 to 31 December 2017 in
accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and in
accordance with the Slovak Act on Accounting No. 431/2002 Coll. IFRS as adopted by the EU do not
differ from IFRS as issued by the International Accounting Standards Board (IASB), except for certain
standards and interpretations, which were not endorsed by the EU, as stated above.

The financial statements are intended for general use and information; they are not intended for the
purposes of any specific user or consideration of any specific transactions. Accordingly, users should
not rely exclusively on these financial statements when making decisions.

b) Basis of Preparation of the Consolidated Financial Statements

The consolidated financial statements are prepared under the historical cost convention, except for
certain financial instruments that are remeasured to fair value. The principal accounting policies adopted
are set out below. The reporting currency used in these financial statements is the euro (EUR) rounded
to the nearest thousand (EUR '000) unless indicated otherwise.

These financial statements were prepared under the going concern assumption.

The preparation of financial statements in conformity with IFRS as adopted by the EU requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgments about
the carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates. Areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the financial statements, are discussed in
Note 4.

The estimates and underlying assumptions are reviewed on an on-going 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.

The accounting policies set out below have been applied consistently to all periods presented in the
financial statements.

c) Unlimited Liability

The Group is not an unlimited liability partner in another company.
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d) Accounting policies
(i) Subsidiaries

The consolidated financial statements incorporate the financial statements of the Company and
reporting entities (including special-purpose entities) controlled by the Company (hereinafter the
"subsidiaries"). The right to control arises if the Company has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain benefits from its activities. The financial
statements of the subsidiaries are included in the consolidated financial statements from the date that
the control commences until the date when the control ceases.

The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition
is measured at the aggregate of fair values, at the date of exchange, of the respective assets, liabilities
incurred or assumed, and equity instruments issued by the Group in exchange for control of the
subsidiary. The acquiree's identifiable assets, liabilities and contingent liabilities that meet the conditions
for recognition under IFRS 3 are recognised at their fair values at the acquisition date, except for non-
current assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 "Non-
Current Assets Held for Sale and Discontinued Operations”, which are recognised and measured at fair
value less costs to sell.

Goodwill arising on consolidation is recognised as an asset and is initially measured at cost, being the
excess of the cost of the business combination over the Group's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised. If, after reassessment, the Group's
interest in the net fair value of the acquiree's identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is recognised immediately in the statement
of comprehensive income.

Goodwill is initially recognised as an asset and is measured subsequently at cost less any accumulated
impairment loss. For the purpose of impairment testing, goodwill is allocated to each of the Group's
cash-generating units expected to benefit from the synergies of the business combination. The
impairment of goodwill is tested annually or more frequently when there is an indication that the unit
may be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount
of the unit, the impairment loss is allocated first to reduce the carrying amount of the goodwill and then
to other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. An
impairment loss recognised for goodwill is not reversed in a subsequent period. On the disposal of a
subsidiary, the attributable amount of goodwill is included in the profit or loss on disposal.

All intra-group transactions, balances, unrealised profits or losses from transactions have been
eliminated on consolidation.

Non-controlling interests in the equity of the consolidated subsidiaries are recognised separately from
the Group's shares in equity. Non-controlling interests comprise the amount of such interests at the date
of origin of the business combination and of the minority shareholders' share in changes in

equity as of the combination date. A loss attributable to a non-controlling interest that exceeds the value
of the minority interest in the subsidiary's equity is reversed against the Group's interest, except for the
amount that represents the binding obligation of minority shareholders and can represent an additional
investment to cover the losses. Non-controlling interests are recognised as a separate item in equity.

Acquisition of subsidiaries under common control
The acquisition of subsidiaries (being businesees in the meaning of IFRS 3) under common control is

accounted for using predecessor accounting method. The predecessor accounting method is used
prospectively from the acquisition date and the results of the acquiree are consolidated only from the
date of the acquisition. Assets acquired and liabilities assumed are recognised using the carrying values
from the common controlling party’s consolidated financial statements. Any difference between the
purchase consideration and the net assets of the acquiree is recognized in equity in “Other reserves”.

A list of consolidated subsidiaries in the Group can be found in Note 15.
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(i) Joint ventures

Joint ventures are undertakings in which the group has joint control. Joint control means the power to
take part in decisions on the financial and operational objectives of the Joint venture and the right to
exercise joint control over such intentions. Investments in joint ventures are accounted for using the
equity method from the date of the joint control until the date of its termination. Under the equity method,
investments in joint ventures are recognized in the consolidated statement on financial position at
acquisition cost adjusted for the Group's interest in changes in the joint venture's equity after the
acquisition date, minus any write-off of individual investments. The losses of the joint venture that exceed
the Group's share of the joint venture are not recognized.

Any excess of the cost of acquisition over the Group's share of the net fair value of identifiable assets,
liabilities and contingent liabilities of the joint venture recognised at the date of acquisition is recognised
as goodwill. The goodwill is included within the carrying amount of the investment and is assessed for
impairment as part of the investment. Any excess of the Group's share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is
recognised immediately in the statement of comprehensive income.

Where a Group entity transacts with an associate of the Group, unrealised profits and losses are
eliminated to the extent of the Group's interest in the relevant associate.

The Group's interest in the net assets of a joint venture is recognised in "Investments in Joint Ventures”
in the accompanying consolidated statement of financial position, and the Group's share of the net profit
of the associate is disclosed in "Share of Profit of Joint Ventures" in the accompanying statement of
comprehensive income.

(iii) Profit/loss on disposal of subsidiaries, associates and joint venture

Gain or loss on sale of shares in subsidiaries is determined as the difference between subsidiary's net
asets value adjusted for unwritten-off portion of goodwill and the sale price.

Profit or loss on sale of interests in joint ventures is the difference between carrying amount and their
sale price.

e) Foreign Currency
() Functional and presentation currency of the financial statements

Items included in the Group's financial statements are measured using the currency of the primary
economic environment in which the Group operates (“the functional currency"). The consolidated
financial statements are presented in EUR, which is the functional currency and also the presentation
currency of the Group's financial statements.

(i) Transactions in Foreign Currencies

Transactions in foreign currencies are translated into euros using the rates on the exchange rate list of
the European Central Bank (ECB) that are valid on the transaction date. Monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the reporting date. Exchange differences
arising on the retranslation of monetary items are included in the statement of comprehensive income
for the period. Non-monetary items denominated in foreign currencies, which are stated at historical
cost, are translated at the foreign exchange rate ruling at the date of transaction. Non-monetary items
carried at fair value that are denominated in foreign currencies are translated to the reporting currency
at the rates prevailing on the date when the fair value was determined. Exchange differences arising on
the retranslation of non-monetary items are included in the statement of comprehensive income for the
period except for differences arising on the translation of non-monetary items in respect of which gains
and losses are recognised directly in other comprehensive income.
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f) Financial Instruments

Financial assets and financial liabilities are recognised in the Group's statement of financial position
when the Group becomes a party of the contractual provisions of the financial instrument. The Group
classifies its financial instruments into the following categories:

Loans and receivables

Financial assets available for sale

Financial assets and liabilities measured at fair value through profit or loss
Other financial liabilities

(i) Financial assets

Initial recognition and measurement

The Group determines the classification of a financial asset at its initial recognition. Upon initial
recognition, financial assets are measured at fair value, which is increased by costs directly attributable
to the acquisition of a financial asset, with the exception of financial assets at fair value through profit or
loss.

Group's financial assets include cash and cash equivalents, short-term deposits, securities, trade and
other receivables, financial assets available for sale and derivative financial instruments.

Subsequent measurement
Subsequent measurement of financial assets depends on their classification as follows:

Loans and receivables

After initial recognition, loans and receivables are measured at amortized cost using the effective interest
rate method less impairment losses. Impairment losses are recognized in the consolidated profit and
loss.

Financial assets available for sale

Financial assets available for sale include debt securities. Debt securities classified in this category are
those that the Group intends to hold indefinitely and which may be sold for liquidity needs or in response
to changes in the market.

Derecognition of financial assets
A financial asset is derecognized when:

- The right to receive cash flows from an asset has expired
- The Group has transferred its right to cash flows from an asset or has undertaken to pay the
received cash flows in full without significant delay to an independent third party

Impairment of financial assets
The Group examines the impairment of financial assets or groups of financial assets at each balance
sheet date.

(i) Financial liabilities

Initial recognition and measurement

The Group determines the classification of the financial liability at its initial recognition. All financial
liabilities are initially recognized at fair value, which is increased by directly attributable transaction costs
in the case of loans and borrowings.

The Group's financial liabilities include trade and other payables, overdraft loans, loans and borrowings,
and derivative financial instruments.

Subsequent measurement
Subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities measured at fair value through profit or loss
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