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Strategic Report
The directors of BillerudKorsnis Beetham Limited present their Strategic Report for the year ended 31
December 2017.

Principal activity and review of the business
The company continues to be engaged in speciality quality paper manufacture in the UK.

Overview
The company’s key financial and other performance indicators during the year were as follows:

KEY INDICATORS

2017 2016 % change
Turnover (£000) . 41,562 36,313 14.5
Operating Profit /(Loss) (£'000) (134) 1,512 (108.9)
Sales (Tonnes) 373% 33,436 1.8
Production (Tonnes) 37,55} 36,028 42

BillerudKorsniis Beetham Limited reported an operating loss of £134k in 2017, a decrease of £1,646k,
-108.9%, from the 2016 result of a £1,512k operating profit.

The main reason for this was the increase in market pulp prices throughout the year, without
corresponding increases in selling prices to match this. The market (P1X index) price of pulp rose by USD
192 from USD 808 ‘in December 2016 to USD 1000 at the end of 2017.

This saw the total fibre cost increased from £16,529k in 2016 to £19,447k in 2017 —an increase in £2.9M.

Sales volumes of 37,382 tonnes were 3,946 tonnes higher than 2016 volumes, an increase of 11.8%. This
was due to increased market demand followed by a strategic project by BillerudKorsnéis AB leading to
increased productivity. '

Although the average selling price of £1,112/tonne increased £26 from £1,086/tonne in 2016, this was not
sufficient to counteract the increase in fibre prices The weakening of the GBP against the Euro and USD,
resulting in a currency gain on sales, was the main reason for the increase in average selling price

Overall, input costs were increased by 22% from 2016. Energy costs rose during the year with total energy
costs of £4,103k, being £747k higher than 2016 costs of £3,356k. In conlrast, chemical cosis were £100k
lower than 2016 costs, averaging £97/tonne compared to £103/tonne in 2016. This was due to a weaker
GBP, with the majority o6f chemicals purchased in Euros.

Market
BillerudKorsnis Beetham Ltd continues to be an integral part of the BillerudKorsnis Group.

BillerudKorsniis AB was formed on 29 November 2012 with the merger of Billerud AB and Korsniis AB.
The company is listed and traded on the Large Cap list of Nasdaq Stockholm. The already successful
businesses of Billerud and Korsniis have been further strengthened by the merger in packaging materials
and packaging solutions, ¢reating a strong international player in the packaging industry. There are three
cornerstones to the Group’s offering — packaging materials made from primary fibre, innovative
packaging solutios and a global network of partners, who are driven by a passion to develop smarter
packaging solutions based on renéwable materials.
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BillerudKorsniis’ sales organisation is committed to efficiently serving all of its customers around the
world. The company’s-headquarters are situated in Stockholm and its eight production facilities are
located in Sweden, Finland and the UK. Their 2,000 customers are packaging manufacturers, brand
owners and large retail and supermarket chains in over 100 countries.

BillerudKorsnis Beetham Limited, producing speciality quality paper, is reported in the Group’s
Packaging Papér Business Area, with a focus on food and medical products.

Markets for BillerudKorsniis Beetham Ltd have remained strong and in particular, exports to non-
European markets saw an increase from 27% of turnover in 2016 to 29% of turnover in 2017. Overall,
overseas sales grew from 65% of total turnover in 2016 to 67% in 2017. UK markets saw a decline from
35% in 2016 to 33% in 2017. .

BillerudKorsniis Beetham Ltd.’s largest market segment, Medical applications, remained strong with total
volumes reaching 20,806 tonnes in 2017 compared to 19,155 tonnes in 2016. Grease Resistant segments
saw a small growth from 11,462 tonnes in 2016 to 11,611 tonnes in 2017.

Investments and capital employed

Net fixed asset additions in 2017 amounted to £861k (2016: £630k). Major projects totalled £570k, which
included £291k for Steam Drying improvemeénts on one of the paper machines along with & new MG
Bearing.

Depreciation charged in the year was £886k (2016: £840k) and capital employed (total assets less current
liabilities) as at 313 December 2017 totailed £12.7m (2016:£12.9m).

Significant risks and uncertainties

BillerudKorsniis Beetham Limited is affected by the general economic climate, changes in exchange rates
and other factors that are more specific to the company. BillerudKorsnis Beetham Limited endeavours to
minimise risk through preventive measures. Wherever possible, risk is hedged or insured against. The
following describes the factors that are significant in assessing BillerudKorsnis Beetham Limited’s
operating risk and financial risk.

OPERATING RISKS
Description of risks Risk Management Comments on 2017
Variations in market prices and volumes The customer base is constantly subject 2017 sales volumes increased by
for products to change. Customer agreements are 3,946 tonnes and operating

made at Group leve! in respect of margins decreased from 4.2% in
BillerudKorsnds Beetham Lid."s products are payment, stock terms and conditions. 2016 t0-0.3% m 2017.
dependant on the busincss ¢ycle, both in These are re-negotiated regulary on a Economic climate was favourable
terms of price development and potential " six-twelve month basis. and exchange rates sirengthened

the Euro and USD selling prices.

salcs volumes

Customer dependence and credit risk Customers are mainly packaging At ycar end 2017, accounts
converters making bags and receivable totalled £7.896k, an

BillerudKorsn3s Beetham Ltd sold to 253 wrappings. Customer agrecments average customer credit period

customers in2017,236 in2016. Thetop 10 and refations go back many years. of 88 days, compared to £7,203k
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accounts amounted o 64% (2016:56%) and Credit terms vary ith market and in 2016, being 85 days.
the tolal customer base now spans 53 countries. product within the Group, and credit

It is vital that these major customers' demands is insured under a Group policy, and

are met and that they fulfil their payment is managed by the sales offices.

obligations.

Description of risks Risk Management C ts on 2017

Fibre price risk

Market price of pulp end waste vary, affected
by demand by industry and consumers.

Pulp is purchased internally through
Group and from external suppliers.
Transier pricing is not considered
to be an issue as the Group price is

In 2017 Group pulp made

up 33% of tatal pulp used, 33% in
2015. The majority of pulp

is purchased in USD, and the

Pulp is the highest contributor to raw material madetled on the best teans received the average price in 2017 was

costs, 81% in 2017 (2016: 78%). externally. $850 against $712 in 2016.

Encrgy price risk Gas-and electricity prices (£/&Wh) In 2017 energy costs totatled
are contracted monthly in advance £4,103k, £747k higher than

Energy costs represented 15% (2016: 14%) of
variable costs in 2017, second only to pulp.

with Eon UK. External prices
vary greatly with market demand and

seasonality.

that of 2016, an increase of 22%.

Enviranmental impact

BitlerudKorsngs Beethani Ltd has a major
impact on the environment. Iits processes
result in the consumption of raw materials,
mainly wood pulp, water and energy.
Emissions into water and air, noise and
waste management also has an impact

on the environment,

Permits are abtained from The
Environment Agency (o regulate
maximum environmental impact.

Key stafT are trained in environmental
issues to cnsure the impact is
managed.

Environmental activities in 2017
were conducted to satisfactory
effect.

Seasounul variations

BillerudKorsnas Beetham Lid is relatively
unaffected by lity, Orders

constant thraughout the year, with the only
impact being a 2 week shutdown of production

Although major overhauls dre carried out
in the Summer shutdown, routine
maintenance is carried out every fourth
week during scheduled shutdowns, to
reduce the impact,

1n 2017 the Stcam Upgrade project
ivas undertaken.

in Summer.

FINANCIAL RISKS

Description of risks Risk Manag t Comments on 2017
Currency visk - transnction exposure All currency transactions are now At 2017 year end there

This is the risk of changes in the made a! spo! rate according fo were no oulstanding fonwvard
exchange rates for export revenues and ‘Group policy. contracts, in ling.with

import purchases.

“The main currencics invalved arc USD,
EUR and SEK. In 2017 71% of sales

Hedging of cash flows is anly
permitted at Group level, entailing
that between 0% - 80% of et

Group policy.
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(63% in 2016) were made In Roreign flows over g 15 month perlod
curcency. The mejerity of pulp purchases can be bedged.

are also in foreign currency, mainly USD, with

most chemicals being purchased in Foro.

By order of the Board

Hékan Krantz
Director
21 June 2018
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Directors’ Report

" The directors of BillerudKorsniis Beetham Limited present their report and financial statements for the
year ended 31 December 2017.

Product and process development

BillerudKorsnéis Beetham Litd continues to carry out Research and Development in existing and new
products and processes. The cost of such activities are charged directly to the Profit and Loss account,.
along with the relevant ‘RDEC’ with effect from 1st April 2013. The RDEC for 2017 was £41,459 (2016:

£35,493).

Going Concern

BillerudKorsniis Beetham Litd has access to financing through Group cash pooling arrangements. The
Directors have confirmed that such arrangements will remain in place for the foreseeable future. In
addition BillerudK orsnds Beetham Ltd is expected to continue to generate cash flows to cover future

costs.
The Directors therefore consider the going concern basis of preparation to be appropriate.

Results and dividends
The loss for the year as shown in the profit and loss account is £85,288 (2016 profit of £1,219,717).

The directors do not recommend the payment of a dividend (2016 — £nif).

Divectors ]
The directors who held office during the year were as follows:

P Lindberg (resigned 31*' December 2017)
S Lithander
H Krantz

Code of Conduct

BillerudKorsnils Code of Conduct brings togéther the values, attitudes and guidelines governing our
relations with each other and with society at large. The purpose of the Code is to ensure that all our
employees have a good working environment and that those who do business with us know that we are

committed to ethical and sound enterprise.
The Code of Conduct covers the following areas:

Compassion and responsibility — rights and responsibilities as individuals

Care and consideration — in relationships with customers and employees ;
A part of society — responsibility for sustainable development locally and globally ;
Our employees — a safe and stimulating working environment with a focus on equality
Consideration for the environment — renewable raw materials and climate smart products
Our customers’ confidence — attentiveness and responsibility for the products

Close to our business partners — good business ethics and an open dialogue
Responsibility to our owners — long-term, stable and sustainable increase in value
Application and compliance — code for everyone, incidents are reported

Employee involvement

BillerudKorsnis Beetham Ltd continues to open channels for communication and consultation with all
employees and their representatives on a variety of matters. Information is widely avatlable as to the local
performance and Group performance in the form of intranets and Group publications.
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Disabled persons

The company’s policy is to ensure that equal opportunity is given to applicants from Registcred Disabled
Persons applying for employment vacancies, taking info account the experience, aptitude and abitities of
such applicants against the requirements of the position for which they have applied,

All steps, as far as is reasonsbly practicable, are taken to provide approptiate training and employment
facilities for the continuation of employment of those employees who become disabled during the course
of their employmént with the company.

Training and development opportunities are-extended to all employees irrespective of any disabllities
consistent with the requirement of tho company and the estimated potentiel capacity of the individual.
Policy and practice on payment of creditors

It is tho company’s policy to agree terms of payment with suppliers before the onset of trade with the
supplier. Once agreed it is the company’s policy to abide by those terms, Where no terms exist the
company will apply its default terms unless the supplier is classed as a local supplier in which case the

supplier will be paid pmmpﬂy
Disclosvre of information to the auditor

The directors who held office at the datc of approval of this directors’ repon confirm that, so far as they are
each aware, there is no relevant audit information of which the company’s auditor is unaware; and each
director has taken all the steps that ought to have bsen taken as a director to make themselves aware of any
retevant audit information and to establish that the company’s aud:tor is aware of that information.

Charitable donations
During 2017 BillerudKorsnis Besthar Ltd.’s charitable donations amounted to £4,398 (£5,282 in 2016).

Pofitical contributions

BillerudKorsn#is Beetham Lid made no political donations or incurred any political expenditure during the
yoar.

IFuture Developments

As part of BillerudKorsniis AB’s investments for increased growth and efﬁcnency, the company has
deoided on an investment project to develop their Skiirblacka mill in Sweden into a world-beating centre
for the manufacture of MG (machine glazed) paper. One element of the project is to move the MG
machine from Tervasaari in Finland to Skiitblacka, where it will be integrated with the pulp production.

BillerudKorsnis Beetham wlll be structured to fully integrate its production and technical expertise with
Its sister Skairblacka mill to dovetop a conibined world leading MG centre.

The directors have put In place a business plan to 2019 to include the above developments and expect the
business to continue trading in line with its principle activities during that period.
Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be decraed to be reappointed and
KPMG LLP with therefore continue in office.

By order of the Board
Hékan Krentz

Director
21 June 2018
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Statement of Directors’ responsibilities in respect of the
Strategic Report, the Directors’ Report and the
Financial Statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial
staterents in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Undet that law
they have elected to prepare the financial statements in accordance with UK accounting standards and
applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland.

Under company Jaw the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period. In preparing these financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;

o state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

s  assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

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 responsible for such internal control as they determine is necessary to
enable the preparation of financial statements that are free fromi material misstatement; whether due to
fraud or error, and have genetal resporisibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.
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Independent Auditor’s Report to the Members of
BillerudKorsnis Beetham Limited

Opinion :

We have audited the fipancial statements of BillerudKorsniis Beetham Limited (“the company”) for the year

ended 31 December 2017 which comprise the Profit and Loss Account and Statement of Other

Comprehensive Income, Balance Sheet, Statement of Changes in Equity and related notes, including the

accounting policies in note 1,

[n our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its loss
for the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland; and

¢ have been prepared inaccordance with the requirements of the Cormpanies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities
under, and are independent of the company in accordance with, UK ethical requirements including the FRC
Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis

for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting
is inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use
of that basis for a period of at least twelve months from the date of approval of the financial statements. We

have nothing to report in these respects.

Strategic report and Directors® Report

The directors are responsible for the Strategic Report and the Directors’ Report. Our opinion on the
financial statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the Strategic Report and the Directors’ Report. and, in doing so, consider
whether, based on our financial statements audit work, the information therein is materially misstated or
inconsistent with the financial statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given iri those reports for the financial yedr is consistent with the
financial statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or
¢ certain disclosures of directors’ remuneration specified by law are not made; or
o we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

10




Independent Auditor’s Report to the Members of
BillerudKorsnis Beetham Limited

Directors’ responsibilities

As.explained more fully in their statement set out on page 9, the directors are responsible for: the preparation
of the financial statements and for being satisfied that they give a true and fair view; such internal contro}
as they determine is inecessary to enable the preparation of financial statements that are free from material
‘misstatement, whether due to fraud or error; 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 they either intend to liquidate the company or to cease operations, or have no realistic alternative but

to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report.
Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the-Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
niembers those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by faw, we do riot accept or assume responsibility to anyone other than the
company and the company’s members, as a body, for our audit work, for this report, or for the opinions we

have formed.

Richard Evans (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accouintants
1 St Peter’s Square
Manchester
M2 3AE
21 June 2018
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Profit and Loss Account and Stétement of Other

Comprehensive Income
for the year ended 31 December 2017

2017 2016
Notes £ £
Turnover 2 41,561,555 36,312,991
Cost of sales (34,929,962) (28,619,879)
Gross Profit 6,631,593 7,693,112
Distribution costs (2,648,345) (2,219,700)
Administrative expenses (4,439,429) (4,017,124)
Other operating income 82,999 55,929
Exceptional item 3 239,586 -
Operating (L.oss)/Profit 4 (133,596) 1,512,217
Interest receivable and similar income . 7 1,253 113
Interest payable and similar charges 8 (18,833)  (16,622)
(Loss)/Profit befare taxation (151,176) 1,495,708
Taxation on (Joss)/profit 9 65,888 (275,991)
(Loss)/Profit for the financlal year (85,288) 1,219,717
Other Comprehensive (Loss)/income for the year - -
Total Comprehensivé (Loss)/income for the year (85,288) 1,219,717

All results derive from continuing operations.

The notes on pages 15 t0-26 form part of the financial statements.

12




BillerudKorsnis Beetham Limited

Balance Sheet
at 31 December 2017

Fixed assets
Tangible assets

Cumrent assets
Stocks

Debtors
' Cash at bank and in hand

Credltars: amounts falling due within one yeat

Nat current assets

Total assets less current labllities

Provisions for llablilties

Net assets

Capital and reserves
Share capital

Profit arid loss account

Equity shareholders’ funds

These financial statements were approved by the board of directors on 21 June 2018 and were signed on its

behalf by:

Hékan Krantz
Director
Company registered number; 69606

‘The notes on pages 15 to 26 form part of the financial statements.

Notes

10

11
12

13

14

15

2017 2016

£ £
5203,043 5,228,666
6,286,425 4,828,723
9,717,692 8,632,997
590,035 351,815
16,594,152 13,813,535
(9,047,778) (6,158,490)
7,546374 7,655,045
12,749,417 12,883,711
(321,991)°  (370,997)
12,427,426 12,512,714
9,500,000 9,500,000
2927426 3,012,714
12,512,714

12,427,426
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BillerudKorsnis Beeth

Statement of Changes in Equity

Called Up Profit & Loss Total Equity
Share Capital Account

_ £ £ £

Balance at 1 January 2016 9,500,000 1,792,997 1 1,292,997
Profit for year - 1219717 1219717
Balance at 31 December 2016 9,500,000 3,012,714 12,512,714
Balance at 1 January 2017 9,500,000 3,012,714 12,512,714
(Loss) for year - (85,288) (85,288)
Balance at 31 December 2017 9,500,000 2,927,426 12,427,426

" The notes on pages 15 to 26 form part of the financial statements.
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Notes to Financial Statements

Accounting policies

BillerudKorsnis Beetham Limited (the “company™) is a company limited by shares and incorporated and
domiciled in the UK.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The
Finarcial Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”). The presentation
currency of these financial statements is sterling.

The Company’s ultimate parent undertaking, BillerudKorsniis AB, includes the Company in its consolidated
financial statements. The consolidated financial statements of BillerudKorsnds AB are prepared in

accordance with International Financial Reporting Standards as adopted by the EU and are available to the
public and may be obtained from BillerudKorsnis AB, Box 703, SE-169 27, Solna, Sweden.

In these financial statements, the company is considered to be a qualifying entity (for the purposes of this
FRS) and has applied the exemptions available under FRS 102 in respect of the following disclosures:

s Reconciliation of the number of shares outstanding from the beginning to end of the period;
s  Cash Flow Statement and related notes; and

e Key Management Personnel compensation.

As the consolidated financial statements of BillerudKorsniis AB include the equivalent disclosures, the
Company has also taken the exemptions under FRS 102 available in respect of the following disclosures:

e  Certain disclosures required by FRS 102.26 Share Based Payments; and,

¢ The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial
Instrurnent Issues in respect of financial instruments not falling within the fair value accounting rules of

Paragraph 36(4) of Schedule 1.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presetited in the finaricial statements.

Going concern

The financial statements have been prepared on the going concern basis which the Directors believe to be
appropriate for the following reasons: .

The Company is dependent for its working capital on funds provided to it by other group companies, the
Directors of which have indicated that, for at least 12 months from the date of approval of these financial
statements, they will continue to make available such funds as are needed by the Company and in
particular will not seek repayment of the amounts currently made available: As with any Company piacing
reliance on other group entities for financial support, the Directors acknowledge that there can be no
certainty that this support will continue although, at the date of approval of these financial statements, they

have no reason to believe that it will not do so.

Based on this undertaking the Directors believe that it remains appropriate to prepare the financial statements
on a going concern basis. The financial statements do not include any adjustments that would result from the

basis of preparation being inappropriate.

15
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Notes to Financial Statements

Accounting policies (continued)
Foreign currency

Transactions in foreign cusrencies are translated to the Company’s functional currency at the foreign
exchange rate ruling at the date of the transaction. Monetary assets.and liabilities denominated in foreign
currencies at the balance sheet date are retranslated to the functional currency at the foreign exchange rate
ruling at that date. Non-monetary assets and liabilities that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at fair value are retranslated to the functional
currency at foreigi exchange rates ruling at the dates the fair value was determined. Foreigh exchange
differénces arising on translation are recognised in the profit and loss account.

Tangible Fixed Assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives
of each part of an item of tangible fixed assets. Land is not depreciated. The estimated useful lives are as

follows:

e  buildings 5 —20 years
* plantand machinery 3 —20 years
s vehicles 4 years

s business computers S years

o fixtures and fittings 3 — 15 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant
change since last annual reporting date in the pattern by which the company expects to consume an asset’s
future economic benefits.

Research and development
Expenditure on research activities is recognised in the profit and foss account as an expense as incurred.

Stocks .

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is based
on the first-in first-out principle and includes expenditure incurred in acquiring the stocks, production or
conversion costs and other costs in bringing them to their existing location and condition. In the case of
manufactured stocks and work in progress, cost includes an appropriate share of overheads based on normal
operating capacity.

Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further amounts,
Obligations for contributions to defined contribution pension plans are recognised as an expense in the profit
and loss account in the periods during which services are rendered by employees.

16
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Notes to Financial Statements

Accounting policies (continued)

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive
obligation as a result of a past event, that can be reliably measured and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are recognised at the best estimate of
the amount required to settle the obligation at the reporting date.

Turnover .
Turmover consists of amounts invoiced net of VAT and rebates to customers in respect of the supply of
manufactured paper products.

Revenue fiom the sale of goods is recognised when the significant sisks and rewards of ownership of the
goods have passed to the buyer, usually on despatch of the goods.

Expenses
Operating leases

Payments (excluding costs for services and insurance) made under operating leases are recognised in the
profit and loss account on a straight-line basis over the term of the lease unless the payments to the lessor
are structured to increase in line with expected general inflation; in which case the payments related to the
structured increases are recognised as incurred. Lease incentives received are recognised in profit and loss
over the term of the lease as an integral part of the total lease expense.

Interest receivable and Interest payable

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest
method.

Taxation _
Tax on the profit or loss for the year comprises current and defesred tax.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect
of previous years.

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at

the balance sheet date where transactions or events have occurred at that date that will result in an

obligation to pay moie, or right to pay less or to receive more, tax, with the following exception:

e  Deferred tax assets are recognised only to the extent that the directors consider that it is more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods

in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the

balance sheet date.
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Notes to Financial Statements

Turnover
The analysis of tumover by geographical market is set out below:
2017 20i6
£ £
United Kingdom 13,710,209 12,778,223
Europe 15,985,887 13,579,952
Rest of world 11,865,459 9,954,816

41,561,555 36,312,991

Turnover has been derived solely from the principal activities of the company.

Exceptional ltem

On 5™ December 2015 Storm Desmond hit the North of England and Scotland. The mill at Beetham, being
situated beside the River Bela in Cumbria, experienced severe flooding on unprecedented levels. The mill
was closed for a period of time for cleaning and repairs and reopened for production in January 2016.

Thie claim was settled on 12 January 2018 with the company’s insurers and all measures are included in
these accounts.

The exceptional items include:

2017 2016
£ £
Cost of flood damage incurred to date 2,306,155 2,255,313

(2,135,841) (1,208,657)
- (636.756)
(409,900)  (409,900)

Receipt from Insurers to date
Expected receipt from Insurers
Amounts éxpensed to date

Exceptional item (239,586) -
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Operating Profit:

This is stated after charging:

2017

£

Auditor’s remuneration — audit 22,000
Depreciation 886,267
Redundancy costs 188,954
Hire of plant and machinery — rentals payable under operating leases 83,044
(239,586)

Exceptiona! Item (see note 3)

2016
£

20,000
839,895
65,406
83,157

Directors’ emoluments

The directors are employed by other group companies and therefore any remuneration is borne by those
group companies. No remuneration is given in respect of acting-as a director of this entity as it is incidental

to their overall responsibilities to the group (2017: £nil).

Staff costs
2017 2016
£ £
Wages and salaries 6,077,445 5,702,435
Social security costs 656,259 619,842
Pension costs 332,439 320,034
7,066,143 6,642,311
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Notes to Financial Statements

Staff costs (continued)

" The average monthly number of employees during the year was as follows:

Managerial

Administrative

Operatives '

Interest receivable and similar income
On bank deposits

Interest payable and similar charges

On bank loans and overdrefts

2017 2016
No. No.
24 23

@ 38

87 79
152 140

. 2017 2016
£ £
1,253 113
2017 2016
£ £
18,833 16,622
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9. Taxation

Total tax expense recognised in the profit and loss account:

Cwrrent tax:
UK corporation tax on income for the period
Adjustment in respect of prior periods

Total current tax

Deferred tax:
Originat'_ion and reversal of timing differences
Adjustment in respect of prior periods

Effect of changes in tax rates

Total deferred tax

Total tax

AR A S K SIS

2017 2016

£ £

7,979 7,099

(40,984)  (72,002)

(33,005)  (64,903)
(37,585) 295,043
(492) 66,512

5,194 (20,661)
(32,883) 340,894
(65.888) 275,991

21




BillerudKorsnés Beetham lelted

A e o B KR

Notes to Financial Statements

9. Taxatlon (continued)

Reconciliation of effective tax rate

2017 2016

£ £

(Loss) / Profit for the year (85,288) 1,219,717
Total (credit) / tax expense (65,888) 275,991
(Loss) / Profit excluding taxation (151,176) 1,495,708
Tax on (Loss) / Profit at standard UK rate of 19.25% (2016 — 20.0%) (29,096) 299,142
Non-deductible expenses 7,548 7,423
Effects of group relief/other reliefs (383) -

Tax rate changes 5,194 (20,661)

Employees Share Acquisition Relief (7,675) (4,423)

Adjustment from prior periods (41,476) (5,490)
Total (credit) / tax expense included in profit and loss (65,888) 275,991

A reduction in the UK corporation tax rate from 20 to 19% (effective from 1 April 2017) was substantively
enacted on 26 QOctober 2015, and an additional reduction to 17% (effective | April 2020) was substantively
enacted on 6 September 2016. This will reduce the company's future current tax charge accordingly. The
deferred tax liability at 31 March 2017 has been calculated based on these rates.
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Notes to Financial Statements

Tangible fixed assets

Cost:

At 1 January 2017
Additions
Disposals

At 31 December 2017
Depreciation:

At 1 January 2017
Charge for the year
Disposals

At 31 December 2017
Net book value:

31 December 2017

At 1 January 2017

Stocks

Raw materials and consumables
Finished goods

Plant,

Freeliold machinery,

land and  equipment
buildings and vehicles Total
£ £ £
1,914,180 37,878,235 39,792,415
56,130 804,514 860,644
1,970,310 38,682,749 40,653,059
803,534 33,760,215 34,563,749
44900 841,367 886,267
848434 34,601,582 35,450,016
1,121,876 4,081,167 5,203,043
1,110,646 4,118,020 5,228,666
2017 2016
£ £
2,830,796 1,093,717
3,455,629 3,735,006
6,286,425 4,828,723
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Notes to Financial Statements

Debtors: amounts falling due within one year

Trade debtors
Intercompany debtors
Other debtors
Prepayments

Corporation tax

2017 2016

£ £
7,895,879 7,203,522
9,869 37,081
1,594,557 1,012,198
190,695 195,204
26,692 184,992
9,717,692 8,632,997

Other debtors balance includes £924,327 (2016: £636,756) in respect of the receipt from Insuress for the

flood damage claim to 31* December 2017.

Creditors: amounts falling due within one year

Trade creditors

Intercompany creditors

Other taxation and social security
Accruals and deferred income

Cash pool overdraft

Provisions for liabilities

At beginning of year
Movement

Atend of year

2017 2016

£ £
1,376,010 2,510,234
1,562,623 1,204,331
308,388 294,857
1,748,629 890,428
4,052,128 1,258,640
9,047,778 6,158,490
Deferred

taxation

£

370,997

(49,006)

321,991
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14. Provisions for liabilities (continued)
The amounts provided for deferred taxation are set out below:
' Provided  Provided
2017 2016
£ £

Accelerated Capital Allowances 347,422 394,094

Short term timing differences (8,014) (5,451)
Gains /(Losses) - -
R&D expenditure credit (17,417)  (17,646)

321,991 370,997

156. Issued share capital

2017 2016
Authorised and issued and fully paid £ £
9,500,000 ordinary shares of £1 each 9,500,000 9,500,000
16. Contingent liabilities and guarantees
Guarantees totalling £150,000 existed at 31 December 2017 (2016 — £150,000).
The guarantees were in favour of the HM Revenue & Customs.
17. Operating Leases
Non-cancellable operating lease rentals are payable as follows:
2017 2016
£ £

Less than one year 95,164 104,624

Between one and five years . 142,927 166,028

238,091 270,652

During the year £83,044 was recognised as an expense in the profit and loss account in respect of operating
teases (2016: £83,157).
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Notes to Financial Statements

Commitments
Capital commitments of the company to purchase tangible fixed assets at the end of the financial year for
which no provision has been made are as follows:

2017 2016
£ £
Contracted ) 8,259 49,654

Authorised but not contracted 70,229 48,902

78,488 98,556

Pensions
Employees of the company are, where appraopriate, included in the BillerudKorsnds UK Pension Plan, a
Group Pension Scheme which is of a defined contribution type. The assets of the scheme are held in trustee

administered funds.
The pension charge for the year was £332,439 (2016: £320,034). Employer pension contributions owing at
the year end were £27,813 (2016: £26,408).

Ultimate -parent undertaking and controlling party

The ultimate parent undertaking is BillerudKorsniis AB, a Swedish limited liability company with its
registered office in Stockholm. The shares of the parent company are registered with Nasdaq Stockholm.
The smallest and largest group in which the results of the company are consolidated is that headed by
BillerudKorsnis AB. '

The consolidated financial statements for this group can be obtained from BillerudKorsniéis AB, Box 703,
SE-~169 27 Solna, Sweden. '
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