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Arsregnskap regnskapséaret 2014 for 911750961

Resultatregnskap

Belgp i: NOK Note 2014 2013
RESULTATREGNSKAP

Inntekter

Operating revenue 3 121 000 000 254 000 000
Sum inntekter 121 000 000 254 000 000
Kostnader

Cost of materials 0 99 000 000
Employee benefit expenses 90 000 000 95 000 000
Depreciation 9000 000 15 000 000
Other operating expenses 94 000 000 114 000 000
Restructuring expenses 0 13 000 000
Other gains and losses 11 0 193 000 000
Sum kostnader 193 000 000 529 000 000
Driftsresultat -72 000 000 -275 000 000
Finansinntekter og finanskostnader

Dividends received from group companies 6 765 000 000 129 000 000
External dividends 6 0 17 000 000
Renteinntekt fraforetak i samme konsern 6 271 000 000 396 000 000
Annen renteinntekt 6 10 000 000 14 000 000
Reversal impairment losses of investmentsin subsidiaries 5 558 000 000 0
Other financial expenses 6 4000 000 5 000 000
Sum finansinntekter 1 608 000 000 561 000 000
Rentekostnad til foretak i samme konsern 6 278 000 000 558 000 000
Annen rentekostnad 6 581 000 000 609 000 000
Impariment of investments in subsidiaries 6 0 248 000 000
Other finacial expenses 6 26 000 000 212 000 000
Realised/Unrealised gains on foreign currency 6 903 000 000 1 340 000 000
Sum finanskostnader 1788 000 000 2967 000 000
Netto finans -180 000 000 -2 406 000 000
Ordinaxt resultat for skattekostnad -252 000 000 -2 681 000 000
Income taxes 12 634 000 000 -685 000 000
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Resultatregnskap

Belgp i: NOK Note 2014 2013
Ordinaart resultat etter skattekostnad -886 000 000 -1 996 000 000
Arsresultat -886 000 000 -1 996 000 000
Remeasurements of post emplyment benefit obligations -16 000 000 -18 000 000
Tax effect on remeasurements of post emplyment benefit 4000 000 5000 000
obligations

Totalresultat -898 000 000 -2 009 000 000
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Arsregnskap regnskapséaret 2014 for 911750961

Balanse

Belgp i: NOK Note 2014 2013
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 12 33000 000 695 000 000
Intangible assets 4 15 000 000 8 000 000
Sum immaterielle eiendeler 48 000 000 703 000 000
Varigedriftsmidler

Property, plant and equipment 4 22 000 000 25 000 000
Sum varigedriftsmidler 22 000 000 25 000 000
Finansielle anleggsmidler

Investering i dattersel skap 5 12 511 000 000 11 757 000 000
Lan til foretak i samme konsern 13 2 156 000 000 5163 000 000
Other non-current assets 21 000 000 259 000 000
Sum finansielle anleggsmidler 14 688 000 000 17 179 000 000
Sum anleggsmidler 14 758 000 000 17 907 000 000
Omlgpsmidler

Varer

Fordringer

Trade and other receivables 13 206 000 000 192 000 000
Other current assets 14 5000 000 51 000 000
Sum fordringer 211 000 000 243 000 000
Bankinnskudd, kontanter og lignende

Cash and cash equivalents 397 000 000 802 000 000
Sum bankinnskudd, kontanter og lignende 397 000 000 802 000 000
Sum omlgpsmidler 608 000 000 1 045 000 000
SUM EIENDELER 15 366 000 000 18 952 000 000
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Balanse

Belgp i: NOK Note 2014 2013
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Paid in equity 15 1 252 000 000 2149 000 000
Sum innskutt egenkapital 1252 000 000 2149 000 000
Sum egenkapital 1 252 000 000 2149 000 000
Gjeld

Langsiktig gjeld

Pensjonsforpliktel ser 9 49 000 000 43 000 000
Utsatt skatt 12 0 0
Sum avsetninger for forpliktelser 49 000 000 43 000 000
Annen langsiktig gjeld

Interest-bearing non-current liabilities 8,13 9 665 000 000 11 301 000 000
Other non-current liabilities 2 000 000 15 000 000
Sum annen langsiktig gjeld 9667 000 000 11 316 000 000
Sum langsiktig gjeld 9 716 000 000 11 359 000 000

Kortsiktig gjeld

Tax payable 12 3000 000 0
Interest-bearing current liabilities 8,13 1277 000 000 1063 000 000
Trade and other payables 2 946 000 000 4 092 000 000
Other current liabilities 172 000 000 288 000 000
Sum kortsiktig gjeld 4 398 000 000 5 443 000 000
Sum gjeld 14 114 000 000 16 802 000 000
SUM EGENKAPITAL OG GJELD 15 366 000 000 18 951 000 000
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Arsregnskap regnskapséaret 2014 for 911750961

Konsernetsresultatregnskap

Belgp i: NOK Note 2014 2013
RESULTATREGNSKAP

Inntekter

Operating revenue 3 12 150 000 000 13339 000 000
Sum inntekter 12 150 000 000 13339 000 000
Kostnader

Distribution costs 1249 000 000 1398 000 000
Cost of materias 7 228 000 000 8017 000 000
Changein inventories 30 000 000 45 000 000
Enployee benefit expenses 12 1908 000 000 2002 000 000
Depreciation 735 000 000 728 000 000
Nedskrivning av varige driftsmidler og immaterielle eiendeler 4 0 0
Restructuring expenses 20 4000 000 145 000 000
Other gains and losses 16 -3 000 000 1100 000 000
Other operating expenses 14 934 000 000 1015 000 000
Sum kostnader 12 085 000 000 14 450 000 000
Driftsresultat 65 000 000 -1111 000 000
Finansinntekter og finanskostnader

Share of profit in associated companies 19 1 000 000 26 000 000
Dividends received 1 000 000 18 000 000
Annen renteinntekt 16 000 000 21 000 000
Other financial income 0 0
Sum finansinntekter 18 000 000 65 000 000
Annen rentekostnad 617 000 000 636 000 000
Other financial expenses 67 000 000 43 000 000
Realised/unrealised gains on foreign currency 690 000 000 619 000 000
Sum finanskostnader 1 374 000 000 1298 000 000
Netto finans -1 356 000 000 -1 233 000 000
Ordinaxrt resultat far skattekostnad -1 291 000 000 -2 344 000 000
Income taxes 213 000 000 -500 000 000
Ordineert resultat etter skattekostnad -1 504 000 000 -1 844 000 000
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Konsernetsresultatregnskap

Belgp i: NOK Note 2014 2013
Arsresultat -1 504 000 000 -1 844 000 000
Minoritetsinteresser 0 0
Arsresultat etter minoritetsinter esser -1 504 000 000 -1 844 000 000
Currency trandation differences 647 000 000 140 000 000
Tax expenses on trandlation differences 182 000 000 -30 000 000
Hedge of net investment in foreign operations -151 000 000 -243 000 000
Tax expense on net investment hedge 10 000 000 -4.000 000
Reclassified tranaslation differences upon divestment of foreign 1 000 000 221 000 000
operations

Reclassified trand ation differences upon divestment of foreign 0 -361 000 000
operations

Tax expense on reclassifications 0 101 000 000
Other items -7 000 000 1 000 000
Remeasurements of post emplyment benefit obligations -88 000 000 52 000 000
Tax effect on remeasurments of post employment benefit 20 000 000 1000 000
obligations

Totalresultat -890 000 000 -1 966 000 000
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Konsernets balanse

Belgp i: NOK Note 2014 2013
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 17 598 000 000 541 000 000
Intangible assets 4 92 000 000 152 000 000
Sum immaterielle eiendeler 690 000 000 693 000 000
Varigedriftsmidler

Property, plant and egquipments 34 9 180 000 000 9025 000 000
Sum varigedriftsmidler 9 180 000 000 9025 000 000
Finansielle anleggsmidler

Investeringer i tilknyttet selskap 19 429 000 000 595 000 000
Other non-current assets 10 387 000 000 298 000 000
Sum finansielle anleggsmidler 816 000 000 893 000 000
Sum anleggsmidler 10 686 000 000 10 611 000 000
Omlgpsmidler

Varer

Inventories 3,18 1334 000 000 1274 000 000
Sum varer 1 334 000 000 1274 000 000
Fordringer

Trande and other receivables 10 1209 000 000 1574 000 000
Other current assets 18 38 000 000 142 000 000
Sum fordringer 1247 000 000 1716 000 000
Bankinnskudd, kontanter og lignende

Cash and cash equivalents 8 710 000 000 1 015 000 000
Sum bankinnskudd, kontanter og lignende 710 000 000 1015 000 000
Sum omlgpsmidler 3291 000 000 4 005 000 000
SUM EIENDELER 13977 000 000 14 616 000 000
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Konsernets balanse

Belgp i: NOK Note 2014 2013
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Paid-in equity 12 302 000 000 12 302 000 000
Sum innskutt egenkapital 12 302 000 000 12 302 000 000
Opptjent egenkapital

Udekket tap 11 017 000 000 10 127 000 000
Sum opptjent egenkapital -11 017 000 000 -10 127 000 000
Sum egenkapital 1285 000 000 2175000 000
Gjed

Langsiktig gjeld

Pensjonsforpliktel ser 13 820 000 000 714 000 000
Utsatt skatt 17 415 000 000 392 000 000
Sum avsetninger for forpliktelser 1235 000 000 1 106 000 000
Annen langsiktig gjeld

Interest-bearing non-current liabilities 6,11 7 004 000 000 6 973 000 000
Other non-current liabilities 18 692 000 000 699 000 000
Sum annen langsiktig gjeld 7 696 000 000 7 672 000 000
Sum langsiktig gjeld 8931 000 000 8 778 000 000
Kortsiktig gjeld

Tax payable 17 13 000 000 39 000 000
Interest-bearing current liabilities 11 1267 000 000 1044 000 000
Trade and other payables 18 2 172 000 000 2040 000 000
Other current liablities 18 309 000 000 540 000 000
Sum kortsiktig gjeld 3761 000 000 3663 000 000
Sum gjeld 12 692 000 000 12 441 000 000
SUM EGENKAPITAL OG GJELD 13 977 000 000 14 616 000 000
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KEY FIGURES

g1 750961

DEFINITIONS

INCOME STATEMENT
Operating revenue 12 150 13332 16 592 18 904 18 986 20 362
Gross operating earnings 1 801 862 1 485 1515 1413 2185
Operating earnings 65 1111 -2 663 -2 701 -2 379 -1325
Profit/loss -1 BO4 -1 844 -2 781 -2 545 -2 469 -1 400
Earnings per share (NOK) 7.92 -071 -14.63 -13.36 -12.97 -6.36
CASH FLOW
Net cash flow
from operating activities 200 68 982 455 397 1697
Net cash flow
from investing activities 48 -169 300 570 415 -587
Cash flow per share (NOK) 1.06 0.36 518 2.40 209 8.05
OPERATING MARGIN AND PROFITABILITY (%)
Gross operating margin 2 8.6 8.5 a0 80 T4 107
Return on capital employed 3 56 33 79 6.3 5.4 17.0
Return oh equity 4 -86.9 -58.3 -48.0 -28.9 =222 109
Return on assets 5 06 -6.7 -14.5 -87 7.5 3.1
PRODUCTION / DELIVERIES / CAPACITY UTILISATION
Production (1 000 tonnes) 2612 3039 3565 3832 3908 3 895
Deliveries (1 000 tonnes) 2616 3 050 3588 3857 4013 3 894
Praduction / capacity (%) 88 88 88 87 89 79

31122014 31122013 31122012 31122011 31122010 31.12.2000
BALANCE SHEET
Nonh-current assets 10 686 10611 11 393 15 803 19271 23 546
Current assets 3291 4 005 4 650 6171 10027 9609
Total assets 13 977 14617 16 043 21 974 29 207 33155
Equity 1285 2175 4151 7 433 10183 12 015
Net interest-bearing debt & 7387 6817 6021 7 863 3889 jeise ]
Gearing
(het interest-bearing debt / equity) 7 575 3.13 1.45 1.06 0.87 0.80

OPERATING REVENUE GROSS OPERATING EARNINGS NET INTEREST-BEARING DEBT

2000 2010 20H 2012 2013 2014 2006 201 2011 2042 2043 2014 2000 2010 201

DEFINITIONS KEY FIGURES

1. Gross operating earnings = Operating earnings + Ordinary depreciation + Restrocturing expenses + Other gains and losses + Impairments
2. Gross operating margin = Gross oporating earnings : Oporating revenie

3 Return on capital employed (annualised = (Gross operating carnings - Capital expenditure) : Capital employed (average)

4, Return on equity = Net profit/loss for the year : Equity (average)

5. Return on total assets = Earnings before financial expenses : Total ascets (average)

6. The calculation of net interest-bearing debt is presented in Note 1 in the conselidated financial statements

7. Gearing = Net interest-bearing debt : Equity

3 /ANNUAL REPORT 2014 | NORSKE SKOG

2012

24.10.2019 kI 22:07 Brgnngysundregistrene

Side 13 av 140



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

.@....

Norske Skog sold its The financial results The Industry Minister Norske Skog's annual Norske Skog Australasia Norske Skog received
remaining stake inthe for 2012 were reported. Menica Mzaaland opened general mesating re-elected launched its new positive customer
Brazilian sperations at Pisa  Aweakening of the the new NOK 220 million Eilif Dug, Siri Beate Hatlen catalogue andd magazing faadback on the first rells
in Brazil to Papeles Bio Bio Norwegian krene ‘thermo-mechanical pulp and Jon-Aksel Torgersen paper called Vantage, of coated paper from the:
SA (formerly Norske Skog improved operating plant at Norske Skog ter the board of directors, fellowing a successful converted Boyar-machine
Biz: Bioywhich is controlled marging, particularty for Saugbrugs. The ¢id pulp and elected Karin Bing AUD 85 million corversion at Tasmania in Australia.
by Group BO / Pathfindar, the Norweagian units, but plant was replaced by a Orgland and Jark Roth as of one &f the Bayer Mill's
a consortium of Chilean at the same time this micdern facility, which will naw directors. The annual ‘twe newsprint machines to
investors. increased long-term debt, supply pulp te the paper general meeting elected the production of 140 000

which is mostly in EUR machines at & much lower Jarle Roth as chair of the tonnes of Light Weight
Narske Skag and CallMark and USD, Fixed costs ware cost than teday, Cost beard. Coated L WC) paper sach
AB entered into a leng- reduced, lower capacity savings consist mainty Yean

term markating agreement
for sales of publication

in the market improved
the marging. Norska Skog

of lower enargy and pulp
consumption and lower

Norske Skag continued to
strengthen operationsina

Norske Skog initiated the

paper. CallMark will have in 2043 had the bast MaINtenancs costs. difficult market. Capacity sale and liguidation of the
the exclusive marketing haalth, emvironment and utilisation in the first complate Walsum Phi:
rights for all Norske Skog safaty performance in the quarter remained high at production ling, which was
products in the Asian company's history. o1 per cent, showing the shut dewn in 2043
markets. compatitivenass of the

businass units.

Sales in

85

EMPLOYEES

2 976

sountries 10% remaLE
EMPLOYEES

oJoJolololololo ol
2 616 000 s°°

2 612 000 PRODUCED

PAPER MILLS

CAPACITY
UTILISATION

87

3 015 000

PRODUCTION
CAPACITY

[

24.10.2019 kI 22:07 Brgnngysundregistrene Side 14 av 140



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

.@

Norske Skag reported
strengthened operations
dug to lower 2osts and
improved efficiency

for the second quarter.
Continued cost reduction
programmas with lowar
variable and fixed costs
and better economies

of scalefor the business
units impactad the
financial results.

Full production was
restored at Norske Skog
Skegn after one of the
paper machines was idled
in June. The decision was
taken based on improved
market conditizns.

Norske Skog won the
prestigious award
“Farmanciprisen” for 2004
for best 243 annual
report among the small
anel medium sized listed
companies on Osk: Stock
Exchange The awand
recognized Norske Skog's
report as the best and
mest complete annual
report for 2043, Norske
Skog also won the award
in 1991, 1999 and 2012,

@o

For the third quarten,
MNorske Skog reported a
continugd positive trend
of reducad costs and high
production at the mills

in a demanding markeat.
Theainterast axpensa was
reduced by replacing
axpensive bonds with
cheaper securitisation
facilities basad on
accounts receivables
totalling so far around
NOK 800 milicn.

SUMMARY AND PRESENTATION

11

November

Norske Skog Saugbrugs
was swarded the European
Unign's environmental
product certification Eco-
Iabel. Bruck, Golbey and
Skogn mills have all been
Exc-labeliad bafora.

12

December

The French national

Grand Prize for sustainable
development was awarded
to The Green Vallay and
Norske Skog Golbey. The
Green Valley approach

has bean awarded the
Grand Prize in the dircular
aconomy category of the
Mational Enterprise and
Ervirocnment contest.
French minister of ecology,
sustainable development
& energy environment
Ségolene Royal handad
over the prize to managing
director Yves Bailly at a
national event in Lyon.

COUNTRIES

Skagn, Norway
Saugbruge, Narway
Galbsy, France
Walsum, Germany
Bruck, Austria

NI, Malay sia - 3430
Albury, Australia
Boyer, Australia
Tasman, New Zealand

CEO

SVEN
CMBUDSTVEDT

I

CORPORATE
MANAGEMENT
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SUMMARY AND PRESENTATICN

Sven Ombudstvect
President and CED

FUTURE ON PAPER

Norsie Skog hasstrenathened its operational compatitivensss
through hard work and cortinuous improvement programs in
all areas. We have removed the least efficient productionlines
and increased our average mill size, We have also focused on
our geographical areas of strenath in Europe and Oceania,
in 2014 sediing our remaining stake in the: Brazilian operation.

At the same tme we have made targeted Thvestments in
the plants with the best competitive positicn. For instance,
in 2014 we opened a new thermo-mechanical pulp plant at
Norsies Skon Saugbrugs. We also started producing coated
magazine paper at Norske Skog Boyer in Australia after a
conversion from newsprint This enabled us for the first time
o provide custormers in Australia and New Zaaland with local
access to thisworld-class product,

Qur financial positon has also improved, Interest expenses
are reduced by repayments of expensive bond loans and
by utiizing less expensive securitzation faciliies based on
recefvables. At the same tirne, some axternal factors are also
contribUting positively, Production capacity in the market has
been remeved, improving the markst balance and supporting
prices,

For our operations in Norway, the currency development
during the: latter half of 2014 has also cearly mproved our
competiive position, atthough this has the corresponding
effect of ncreasing the groups debt, which is rosty
denominated i euro and dollar, Beyond these internal
improvements i Norsice Skog and  shortterm market
developrments, we are sensing a renewed interest in print
publications

-3 ANNUAL REPORT 2014 MORSKE SKOG

The coolest publication on the planet is. arguably. Monocle
- a print magazine. Whils this is a niche publication, we are
also sesing a broader trend towards restraining the flow of
free editorfal content on the Internet. Increasingly, publishers
are realizing that they cannot produce quality journalism
and then aive it away basad on Aimsy ad formats that do not
produce the revenue streams necessary to support quality
journalism.

Online newspapers are ncreasingly constructing pay walls,
and some are warning that they will start banning users
who have installed ad-blockers. We belisve this will increass
interest inprint publications Free online reading will gradually
be Frited, and wheh users have t pay for the content
anyway. more of them will probably prafier a print version of
the publication.

Also, NUMEroUs studiss confirn the strength and return on
investrment offered by well-designed print advertising. The
retall store JC Penney will revitalize print as advertising
medium again after abolishing it some years ago. Because
they believe print ads are, in short. highly ffective,

A look at financial numbers Ts alsn sobering for the digital
prophets: Print is by far the leading revenue driver and stll
ACCOUNTS for S3per cant of all Newspaper revenues, according
1o the World Association of Newspapers and News Publishers.

Paper is an emviromental friendly product. k is based on a
completsly renswable resourcs, wood, Waste products are
used for bio energy. and rmost of the: paper that is produced is
eventually recyeled. In Europe the recycling rate is 72 percent,

%
5 main priorities:

1. Refinahce the company and provide a
runaway for Norske Skog to grow into our
capital structure

2. Increase competitiveness through the
reduction of fixed costs and a more
optimised logistics chain from forest to
customers

3. Create and exploit new business
opportunities relating to existing facilities

4 Improve rmargins through optimising
customer and product portfolio

B, Continue to influehce the political
frameworlcin all areas inwhich we
operate

according to the European Recovered Paper Councll, This
Should be a soUrce of pride for everyonein our industry.

Norske: Skon 5 actively pursuing ways of making the wood-
based supoly chain even more efficlent, sustainable and
innevative, This includes production of new forms of wood
pulr and bio fuels as well as changing ash from a waste
product to a commercial resource,

Thereisno doubt that our industry has faced challenges over
thelast years, primarily due to overcapacity in the market, but
at Norske Skog we have navigated through these challenges.
For this, credt is due to our 3000 dedicated employess who
rake sure that we are able to supply high-quality publication
paper to customers ih more than 80 countries.

| am more confident than ever that the produsts we deliver
have a long and succassful future, and that Norsic Siog wil
rernain a leading supplier of these products
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SUMMARY AND PRESENTATICN

STRATEGY FOR
A WOOD-BASED
FUTURE

On26January 2015, a stratedy group including representatives
from government. industry and acadermia, presented its report
Slog?? {"Forest??y to Norway'’s Minister of Agricuiture and
Food, Ms Sy Listhaug.

The report outines a strategy aming to quadruple wtal
turnover of Norway's forest-related industry to NOK 180
billion {approxdrmately EUR 205 billion by 2045.

“This gevernment sees a largs potential in the forestry and
wood industry. Thisis anindustry that stands on its own two
feet and Fves with demanding international competition. We
will now take the time to do a thoroUgh review of the strateqy
docurment and all the proposals presented.” said Listhaug as
she received the report,

The: history of Norway's forest-based export goes back to the:
Wth century. Today it is a thoroughly modem industry, and it
has arriple room to expand. While deforestation is a concern
on a global scale, in Norway the trend is the opposite. Over
the last 30 years the estimated volume of Norway's forests
has increased threefold,

MNorske Skog applauds all efforts to facilitate the sustainable:
and profitable use of this huge resource.

Recormmendations range from  increased research to
irproved requlatory frameworke as well as emphasis on
respongble macroeconomic: policies aimed to avold currency

8 ANNUAL REPORT 2014 NORSKE SKOG

andinterest shocks that are particularly sensitive to a capital-
intensive industry exposed to global markests.

“The forest and wood processing industry has a long term
and sustainable future in Norway. Access to renewable raw
materal and snerdy, recyclable end products as well as
the opportunities for cooperation between business and
politicians that could provide the industry with world-leading
regulatory  framework and competitiveness” sald Sven
Ombudstvedt, President and CEO of Norsie S,

“MNorske Siaon believes i the wood processing industry, in
our renewable products and inthe future,” he added.

Alirister of Agricufture and Food Syl Listhaug o Skogm wisit

SLUDGE AND WASTEWATER

BECOMES ENERGY

Paper is a renewable product, and Norske Skog has
pursued various inftiatives to make the entire value chain
environmentally sustainable, This incdudes usihg sustaiable
wood fibre and recycled paper as raw material, improving
energy efficiency. and finding ways to tum waste products
it resources, in cooperation with varisus partners.

Oneexampleof this holistic view of thevalue chainis a project
1o utilize waste from Norsie Skog Skogn as raw material for
producing biogas.

A new cormpany. Biokraft, has been established to construct
a production facility that will make use of wastesater and
sludge from Norske Skog Sioon that s today compressed
and burnec,

Biokraft will also use waste from the fish farming industry in
the production process.

A new carbon tax on natural gas will be implemented from
1 July 2015 and will make biogas a much more competifve
product in Norway:

The planned production from the: first stage of the project
is 120 gigawatt hours, equivalent to a B0 percent increase of
biodias production in Norway, The goal is for the plant to be
ready inthe second half of 2016,

Biokraft aims to be Scandinavians leading provider of
sustainable biofusls,
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BIG PICTURE, BIG GAINS

Norske Skog Boyer. located on the island of Tasmania in
Australia, in late 2013 joined with other leading industrial
companies on the fsland in a campaign to increase
understanding of thelr contrbution to the economy of
Tasrania.

The multi-redia campaian, which was supported by a range
of Thdustry, bUshess and comimunity groups, was launched
under the: slogan “Take a Lock at the Big Picturs” and ohe
element of the campaign was employees of the companies
sharfhg proud and passionate stofies about how they it into
the Big Picture,
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i catrigues, Bi2 industries. ke oUre af mpertan|
m. ml:\ﬂp;cynﬁn'fs pe::e, s a btoFBhgﬁl eotreciees s Supplens and B
it beck s the communiy:
Fot motes ILformaddon and surprisig facts ke book 4. s wetele.
[ Or vt us on. Fazebook. fapebook oM/ BigPlcreTs.

e rifrsiar O SRANSE

G, i g ¢

A Pnic

Ik e madn;;g
Peopke, g kool oty

For mpop-

Indimion
ﬂﬁrmmmm

’m-‘ nyfshf OGHAN_G_E. BELL Bay

The campaign succeeded i aiving ihdustry a unified and
powerful voice in Tasmania,

Two areas of importance wers enery and transportation,

and here the campaign has contributed to tangible results
for Norsle Skog Boyer.

It pays 10 draw attention to the Big Picture - quits Iiterally
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SUMMARY AND PRESENTATION

SAID ABOUT
SKOG22:

The forest and wood processing
industry has a long term and
sustainable future in Norway.
Access to renewable raw
material and energy, recyclable
end products as well as the
opportunities for cooperation
between business and politicians
that could provide the industry
with world-leading regulatory
framework and competitiveness.

Sven Ombudstvedt
President and CEC

This government sees a large
potential in the forestry and
wood industry. This is an industry
that stands on its own two

feet and lives with demanding
international competition. We

will now take the time to do a
thorough review of the strategy
document and all the proposals
presented.

Sylvi Listhaug
Minister of Agriculture and Food,

ANNUAL REPORT 204 NORSKE SKOG &
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INVESTMENT IN COATED PAPER
WILL OPEN NEW MARKETS IN AUSTRALIA

In September 201 Norske Siod announced the conversion
of one of the Boyer Mill's two newsprint machines to the
production of coated paper. The AUSES milion project is
part of a broader regional strateqy aimed at transforming the
business from being a wholly newsprint producat having a
more diverse future in paper, fibre and eneray.

The new product, to be marketed under the brand VANTAGE
LWC, is aimed at the domestic Australian market which uses

00000 tonnes of catalogue paper annually, all of which is
currently impaorted. Marketing and Sales are werldng closely

Photos: Maric HUthinson

10 ANNUAL REPORT 2084 NORSKE SKOG

with local printers and their customers who are keen to see
the establishrment of a secure local supply.

In simple terms the project involves adding coating and
aloss snhancing equipment capacity to an existing paper
maching and extending the current building to houss the
new equipment. However, the project neludes a vast array
of equipment upgrades and process changes to ensure
the fihal product meets the high quality specifications and
printing performance according to market demand.

Rod Band
Boyer (Tasmania, Australia)

1. What is the key for future success for
your mill?

2. What makas your mill spacial, what is your
mill's competitive advantage?

1. Wehave converted a maching to manufacture
LWC. As aresult, success will hinge on
quickly learnig how to run a sustainable LWGC
business alohgside the important busihess of
rriaking newsrint. book paper and hiah bright
papet.

2. The main competiive advantage is the proud
and passionate people who work here, but
Twould also indude the: key suppliers and
contractors who cooperate with us.

The project has also been well supportsd by the knowledge
nietworle within Norsie Skoa Europe, especially Bruclc aiding
the development of the coating formulation.

AS part of the project the Boyer team has been able to reuse
the decommissioned Bleach Plant from the Follum Mil.

The paper machine was closed in Decamber 2013 to enable
the main equiptent cutover and is now well positionad for
the scheduled start up on 1 April, 2044,
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TIMBER ON TRAINS

Producing paper requires hugs amounts of woodlogs and
chips as raw material. While log driving on rivers was the
earliest transportation method, the modern logaing industry
mainly depends on ral of roads to get the logs to where the
CUSTOITIENS a6

Beoth methods have strengths. Logaing trucks are flexdble
and econornical for shorter distances, but rail ransportation
has substantial envirenmental advantages.

When these advantages can be combined with reduced
cost, rall ransport is the best of both worlds. This is what

happenead when Norsice Skog Saugbrugs in Haldsn recently
started recaiving rail shipments of imber frorm a newterminal
established at Follum, near Hanefoss, further west in Norway.

While the distance is not more than 181 Kilometres, relatively
short for rall to be competitive, this will save money for
Norske Skog.

Other advantages are also easy to identify, The route from
Follum to Halden runs through Oslo, Norway's capital. a
heavdly populated area with congested roads.

Starting with one logaing train a week and increasihg to two,

CORPORATE SOCIAL RESPONSIBILITY

the planis to move 100,000 cubitmeters in 2015, This is the
eruivalent of more than 2600 logging trucks. The volume:
may beincreased further next year.

In addition toreducing local traffic issuss along the roads. rai
transportation cUts carbon emissions, particulary in Norway,
whete hydropower is the overwhelmingly dorminant source
of slectricity.

Theinvestment in the Follum terminal and rail transportation
is made by Viken Skog, a regional organization of forest
OWNETS,

ANNUAL REPORT 2014 NORSKE SKOG n
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SUMMARY AND PRESENTATICN

BOARD OF DIRECTORS

!

. i

i 5“_'

Fromjaft: Kanir Bihe Crotand, Kjeb? Baldan, O Dus, Pa! Kistisnsen; Sven Ombudstvedt Jore Alcsel Torpersen,
arizRoty, Sir Boate Hablon and Svein Enic Vs,

JARLE ROTH (54> KJETIL BAKKAN (53) EILIF DUE (60

Board member, chaimian since 2o Board member since 200> Board member since 2012

Reasidence: Bzsrumn Residance: | vardal Rasidance: Lavannar

Education: Master of Stienca in Business Administration, Nomegian Education: Indus trial mechanic Education: Magter of SCiance in enginaering. Norwedian Univarsity of
Sehiool of Economics and BUSINGss Adrministration — - Srience and Technolony (NTNLD- (Mo, Foundation
CEergen, horway Pocitore Senior Purchaser Hosske sk‘:iskognm o Eredram in business administration Nensegian Bushess

Y - Director- Employes reprasentative in the: union FLT-LOY% dapty schoel (Bi-ONorwad

Positions B of Buport Credit orvay ships: chairman in local department of FLT-LC and member of —

Crirector Merrber of the board Ekomes ASA. Rorake Sk Works Council Nomiy. Fogition: Consultant/Forest owmer

ships: Dhrector [ Chairmaniof the beard Allskea 34, Hoff 54 and

ships: Allsko Holding 4. Board mermnber Arcus A% and Norsk
Landbrukss amwirke Ghe Norwenian agricultura
corpperaival

SIRIBEATE HATLEN (53) PAUL KRISTIANSEN (59) KARIN BING ORGLAND (55)

Board member since 200> Board member since 2000 Board member since 2004

Residence: | Bezrum Residence: | Halden Residencer | Osl>

ducati Masterof chemical i), Noregian University ducati Cartificate of icshil Procias § SParatn Education: Magter of Seienca in BUSiness Adrministration from

of Seienca and Technology (NTNUD (Menwaih Master of oy P the: Morweaian School of Economics and Business
business admiistration INSEAD (Francel: ;‘_""‘M e i o Hotske 500 Samhiugs - Audrinistration QHH-D (Fergen, Horva

Position: Senior dirsctor ships: haiman heske Son Works Coundil Horusy. depity Poaition: ?Sarofmbwdandsennrp-artnenn Bergharrimeran

Drirector Chairman of the board Sevan harine AS4, Entra ASA,

ships: Lillsharnrmar 2015 Youth Clympic Gammes, The: Notwegian Dir.ectot- Chair of the beard of Norwegian Expert Credit Guarantze
Bioard of Tachnology, Norwegian University of Lifs Stience Fallesforbundet, coundil member in Halden municinality ships: Agency (CIEK: and Raisheim Hotell AS Board member of
and DNT 08l Bvard member Bkaportkraditt Norge AS, CLahour Party and board mermber Halden Municipality e Seafood ASA, Haw Bendom AS, Norwedian Finans
Kitron 454, Nemwegian Glaciar tuseum and Nobel Peace Pangion Fund. Hodding 454 and Beraharimneran AS
Centan

JON-AKSEL TORGERSEN (63 SVEIN ERIK VEIE ¢42)

Board member and deputy chaiman since 2612 Board member since 2010

Residence | 05l Residence: | Skoan

Education: haster of business administraion, University of St Gallen Education: Proces s operator and industrial machanic
Coudzerland> Pogitiors | 1. Machine operator Skoan

Position: Chief escecutive officer (CECH Astrup- Feamley AS and TArettor Main erployes representative Norke Skog Skoan,
vergiedalsbruket AfS shipe: chaitman Fellesforbunidet dept. 451 repragentative

Driractor Chairrran of the board Atlantic Container Lina AR and o Fallesforbundet board, deputy chairman of Norske

ships: Finnlines Plc: Board memiber LA Skaugen S and Avlco Shoa Works Council Merway, member of EWC and GER
LING. Her s also chairman and board member of several chairmian of Felles forbundets department mananement
Companies in the Feamiey aroup: forurn Nord=Trandelaa. council mermber in Lavanger
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runicipality (Labour Party’ and deputy chairman Plans-
and devek i aranar Board
marnber of Nord-Trandelan Arbeiderpart (Labour Party
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ROAR GDELIEN (48
CHIEF OPERATING OFFICER CO0) i Norske: $kod since 2015

BACKGROUND:

208-dd Chief operating officer (SO0

200 =201 Sroup Warehiouse Director Carlsbera Supply Companiy A5

2040 - 2002 WarehoUse Directn, Ringnes AS

2007 = 2010 Logistics Manager, Ringres 45

2006=2007 Cornmiencial Directon, SONY BV Music Entertainment

2004-— 2006 Regicnal Manager, Grocery Ringnas AS

2003~ 2004 Salos Direston, Grocery, Midelfart £ CoAS (PRG.JEL a)

2001- 2002 Counitry Manager, Thomson Multimedia Norway

K — 200 Kay Acount Managern. Philips Norme AS

Reds2— Rt Warious pesitions in Morvegian retail business

EDUCATION: | Bachelor of Sciencein Business Adrinistration from
Euskerud and vestfold University Collene Mo

SUMMARY AND PRESENTATION

SVEN OMBUDSTVEDT (48)
CEQ- in Mo rekes Sk Since 2010

RUNE SOLLIE (483)
CHIEF AINANCIAL OF FICER (CFO it Norske 509 Since 201

BAC KGROUND: BACKGROUND:
2010-dd CEC Norske Soa ASA 20 —dd Chief financial officer (CFOY
2006-2000 | Senior vicapresident SCO-5AS 20M-201 | Senior Director Financial Reporting £ Gompliance,
2006-2008 | Chief financial officer and Head of strateay Sratoil bl & Fuel AS
Yara International 454 2006-20M Partnes, LN hAS
20082006 | Senior vice preskdent Upsiram operations e ieonsl
ara International ASA 2005-2000 | Chief Aczounting Officer, Yara International ASA
2002-2006 | Senior vice president comorate Stratedy W08 2005 | Seniof Manaaer, KFVIGAS
Norsk o ASA EDUCATION: Bachelor of S in A iting and Auditing fron
W90 2002 | Serior vice president cormercial policy and industral Saro Uttty ol Ol St Autontend
restructiring oo Agr Public Accountant, Norwagian School of Economics
K5 — 0 Vice president markat strategy and planning Hydrs A ONHH Norwad
A — K06 WaNeUs POGIEIoNS within Norsk Hydro
EDUCATION: | Bachelor in Business Adrministration from Pacific

Lutheran University USA Master in Intem ational
Managarmant frem Thunderbind University (LSAY

LARS P. SPERRE (37)

SVP CORPORATE STRATEGY AND LEGAL i Morske Sk Sinte:
2006

BACKGROUND:

20%-dd SeniorVice President Strategy and Legal

2007 - 200 Vice President Legal, Norske Skogindustrier AS4

2006 - 2007 Lenal Counsel, Norske Skogindustriar A%4

200¢-2006 | Associate, Wikbora Rein & Gor Lavr Firm Oslo

2000-2008 | Leaal advisor, The Norwegian Beport Credit Guarantes
Agency

EDUCATION: | Practicing certificate from the Morwegian Bar
Association Master of Law, University of Bergen
Oorwad
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Mifo Fostar,
Albury CAUstraiE

1. What is the key for future success for your mill?
2. What makes your mill special, what is your mill’s
competitive advantage?

Two factors are ley to Albury’s future success: We
rnust conthuousty improve mill gate cash cost,

the variable and fied cash operating cost before:
distribution, while at the same time rmaintalhing the
safiest work environment.

2 lwould definttely say that the highly inovative
can-do culture of olir workdores has been, still is
and will continue to be our rmill's most important
cormpetitive advantage

CORPORATE SOCIAL RESPONSIBILITY

DOING THE RIGHT THING
— THE RIGHT WAY

We are a progressive and viable group with belief in the
company, the products and the future.

CUR CORE VALUES

Our core values of openness, honesty and cooperation
as well as our policies and guidelines buld on the UN
Universal Declaration of Human Rights and the 10 principles
of UN Global Compact. Our values openness, honesty and
cooperation guide our business activities and sustainability
worle actoss regions and are, together with our leadership
principles, the fundament to ensure ethical and competitive
business conduct within and on behalf of Norsie Skog.

GUR BUSINESS GOALS AND RESPONSIBILITY

The Groups aim s to maxdimize shareholders’ value through
operations within the publication papsr industry and other
refated ihdustrial investrnents. Our attitude and ability to be
entrepreneurial, empower eachother andbehave congistently,
define our results in changihg and challenging markets.
Through reliable. responsible and sustainable conduct, we
will win the trust and confidence of our stakeholders, both
within and outside of MNorsike Skog. We montor activiies
in order to achieve sustahable products and processes
throughout the sntire value chain, We continuously strive to
maintain our status as the most attractive industry partner
for suppliers and custorners.

Our group has besn a pionesr in setting a global standard
for social responsbility and workermanagement relations.
We were the first international paper manufacturer to sign
an agresmant with the Intsrnational Federation of Chermical,
Eneray. Mine and General Workers' Unions (ICEM>» and the:
Norwegian United Federation of Trade Unions concerning
employee rghts on a global basis. We were alss an early
adopter of the 10 prinsiples in the UN Global Cormpact.
Through our development programme for managers and
employees, the whole organisation is being famiiarised with
the values, ethical standards and good business cohduct on
whith we build ol business,

To meet the future sustainability expectations, we conduct
olr business mandates and activities according to internally
developad Steering Documents, Power of Attorney structure
and Operating Model These provide the basic frameworkc
for our mandates and activities. The Steering Documents
describe i general how Norske Skog emplovess are
expected to camry out activities and operations, The Power
of Attorney structure, as set out by the: Board of Directors
to the CEOand further delegated through the organisaton,
deseribes financial empowerment to individual positons.
The Operating Modsl establishes the functional roles,
responsibilities and dependencies for organisational bodies
and top management positions in Norske Skog.

Norske Skog’s business units have a high degree of
independence and accountability. Local managers are
responsible and accountable for decisions and results
within their unit. However, we apply a uniforrm basis for
our operations across countries and cultures with regard
to HESD thealth, environrment, safety and quality, people
development, financial reportng and legal compliance.
In these areas, our conduct must be based on the same
sustainable principles to prormote the shared interests of
Norske Skor and our stakeholders.

BUSINESS CHALLENGES

Notrske Sicog still faces some major challsnges that rmust be
resolved: declining demand and handling of the: significant
debt maturities, The fall in demand inrecent yoars is due to
both to changes in macroeconomic: conditions (So-called
cydical reasonsy and structural changes in the industry,
such as changing reading habits and the phasihg out of soft
dermand or free distibution of newspapers.

The fall in demand has led to major capacity cuts in the
fndustry and n MNorske Skog. However, the large gap
between demand and supply of paper has decreased, dusto
substantial capacity reductions. Increased capacity utilisation
at our plants both improves profitability and increases the
oppartunities for price increases for our products.

ANNUAL REPORT 2014 NORSKE SKOG 1%
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SUMMARY AND PRESENTATICN

SUSTAINABLE FUTURE

Norske Sl 15 cormmitted to contributing to sustainable
development. Custormers, suppliers and the world at large
can rely on us. We have a serfous intention to produce and
deliver products in a sustalnable manner in collaboration
with clustomers, supplisrs and local communites,

Our business units are often cornerstones of local
communities. These faciliies worke closely at the local
level with communities to assist with other needs. Social
responsibiity invelves remaining sensitive to the needs of
local communities and aware of the impact our operations
have upon them. it means maintaining an open dialogue
and responding with local measures bt also means showing
respect for, and building upon, local cultures and traditions.

STAKEHGLDER AND MATERIALITY ANALYSIS

Norske Skog will report in line with the new GRI G4
sustaihability reporting guidelines. To do 5o, a stakeholder
and raterfality analysis was carried out considering the
vital termns of the company’s sustainabilty work. Corporate
management and key personnel have discussed, evaluated
and concluded on the effects the measured GRI G4
sustaihability reporting guidelines will have oh key operating
performance and strateqy development. The purpose of the
ASSRSSMent was to obtain a basis for comparison with the
COMPANY’s oWN assassments and thus, for prioftisations in
this repart and continued work on sustainability.

The stakeholders affect Norske Skog's decisions, activities
and performance in many ways. In the stakeholder analysis
part we: have assessed to what extent different stakeholder
groups are affected by our activities and/or to what extent
they are affecting our sustainability work and performance.
Our assessments bulld on our day-to-day interactions
with key stakeholders as well as conducting interviews
and reviewing homepages for selected stakeholders In
olr opinfon, ol most important stakeholders are olr own
management and employees, local communities where we
operate, investors and owners, creditors and lenders, our key
suppliers, and regulatory authorties.

In the materiality analysis all 46 aspects of the GRI G4
guidelines were assessed on how important they are
for MNorske Skog and how important they are for our key
stakeholders, The aspects cover the three main categories

1% ANNUAL REPORT 2044 NORSKE SKOG
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Kiefi-Arve Kura,
Saugbrugs (Norway)

1. What is the key for future success for your mill?
2. What makes your mill spacial, what is your mill’s competitive
advantage?

1. Weneed to be among the most cost efficient SC producers, while
rmaintaining consistent quality and developing new SC products to
increase profitability.

2. Saughrugs has a leading position when it comes to 5C products with
low grammage, of paper density, We have attractive wood prices and
energy-efficient processes, espedially in five processing, We also
have hinh competence i fibre processing and 5C production.

Economic, Environmental and Social. The Social category in
turm covers the sub-categoies Labour Practices and Decent
Worle Human fights. Society. and Product Responsibility.
The materiality analysis highlichts areas of opportunity and
risk that will be a fundamental to the group's strategy and
integrated in daily operational activities,

The three main categories Economic, Environmental and
Social represent vital but differentated impacts cn the
group,. The ecohomic category reflects the fundarmental
raifications and mariet conditions that encornpass the
underlying business case for Norske Sioo's operations, The:
environmental issues have been a concern to a great number
of stakeholders since the startup of Norske Skog in 1962
Theaspects ofthe envitonmental category have undergons a
substantial quality improvermnent and the group has achieved
significant  results o collaboration with  stakeholders,
governmental authortes and employss intatives,

Theoutsome of the materiality analysisis shown in thepicture
on the next pane. tt shows that econornic performance, raw
materals, energy, water, ffluent and wasts, anti-corruption,
occupational health and safisty, product and servics labsling
have the: most vital irmpact for the firm and our stakeholders.
Further, the: aspects biodiversity, indigenous riohts, freedom
of association and collectve bargaining, forced and
COMPUISOrY labour have high mpact to the stakeholders, For
Norske: Skon, both emissions and anti-cormpetitive behavior
will have serfous frnpact on dally and long-term business
perforrmance, whereas aspects such as market presance,
SMPIOYIMIET, SScUty Practices, marieting communications,
customer privacy and compliance have the least impact for
both staleholders and the firm.

The impact on the fitm ahd the stakeholders has some
gengraphic: differences described in the respective chapter
in the CBR-report. Some of our mills are located n the
viginity of protected arsas and/or along freshwater rivers of
nearby saltwater recipients. Norske Sieg has through the:
year besn nationally recognized for its labour practices and
decent work erwvironment, and the outstanding health and
safety performance compared to the ihdustry average. The
commarcial organization in Norske Siog regularly performs
customer surveys. The most important customers are
followed up closely for each delivery.

The picture on the next page depicts the impact to both the:
stakeholders and the firm in a scale from low to high impact,
Green area indicates the lowest 1avel of reporting necessity.
whereas the red area depicts the necessity to increase
reporting and description of the issuesin concern.

The corporate management will review the materality
analysis annually in connection with riske assessment and
Stratecry worl,

COMPLIANCE

The risk of hon-compliance may entail unethical conduct
and legal and fihancial consenuences, and may affect our
reputation necatively, Morske Skog smmphasizes that the
Iine organisation has the responsibility to comply with the
Steering Documents, Compliance must take place where
the risk les, primarily in the production and commercial
operations and their associated activities,

Norske Slog has cormon standards of conduct for all
busihess units and all employess. This strengthens the
quality of cur operations and profmotes our predictability and
credibility with customers, supplisrs and other partners. In
thismanner, thecomplianceworlk strengthens the cormpany’s
cornrmercial position. Compliance is included a specific topic:
in the Group's risk reporting, and is followed up centrally in
order t BNSUNS systemnatic: foll ow-up locally.

The company has established a system where a compliance
officer for the Group ensures that that the Steeting
Docurnents areup to date and ensures that adequats internal
control systems exist globally and locally. Norske Skog has
for a number of years maintained a whistle-blowing channel,
whete employess can report iregular concitons or matters
he/she finds difficult to confront with superors.,

Norske Skog considers Tt important that each employee
is ensured confidental and serious treatment of reported

issUss. Whistle blowing can be reported to:

cornpliance@norskeskod som.
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CORPCORATE SOCIAL RESPONSIBILITY

HEALTH AND SAFETY

Health and Safety has the highest priorty for Norske Skog,
twenty four hours a day, seven days a week. Norske Skoofs
health and safety programme at the business units, called
“Talez Care 24 holrs”, is adapted to our different cultures,
requirements and local requirements where we operate,
but shall always meet the requitements of our health and
safety standards for intemational actvities. Our goal is a
safe working erwvironment where health and safety receive
equal attention in planning and in the daily operations of the
COMPAany.

All employess in Norsks Skog rust take responsibility
for improving the workdng erwvironment for themselves,
their colleagues, visitors and  sub-contractors. Internal
cooperation, involving sharing of experence and best
practics, enables us to adapt preventive activities to all our
Business Units, Through the activities in Take Care 24 hours,
the: group stirmulates and encourages the same attitudes and
behaviour at worlc and during our spare time, for our own
employess and thelr farmilies, At Norske Skog, we believe that
iSsUSS relating to health, safety and the environrment rmust
be fully integrated into all our activities at every level and not
managed as a separate and distinct function. That is why
everyons working in Norske Skog - whether an employes
of contractor - is accountable for the cofmpary’s health,
environmental and safety perforrnance

The Process for Safety Exsellence (PSE)X is an ongoing,
structured procass integrated into the day-to-day business
of the company. lts airn is to achieve the highest level of
health, safety and environmental performance. it applies to
every omanisation within Norske Skog and every activity
cartied out by its smployees and contractors PSE focuses on
three management components, people, assets and systems.
Each component Tndudes ten elements (standards), which
pravide the framewarlc for health, safety and loss prevention
efforts.

Our identified nine key elements (standards) are:
« Leadership commitrent

« Employes participation and safe behavior

« Training and competence

s Hazard and risk management

« Management systems, redews, audits, inspections
« Performance measurament and reporting

« Emergency pren. and response

+Health

« Contractors

« PPE. Porsonal Protective Egquipment

These Standards are applicable to all cperations, throughout
Norske Skog, which have the potential to acversely affect
the health and safsty of people. including employess.
contractors, visitors and the public.

Theobjectives of these Standards are as follows:

« To defing the minimum requirements for the Health and
Safety Systems at all levels of operation,

s To provide a framework for Health and Safety Systemns
rheasurarment,

« To encourage a cohdistent approach to Health and Safiety
Systems,

& To assist with the dentification and sharfng of current best
practice betwean Mills/Units,

18 ANNUAL REPORT 2044 NORSKE SKOG
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s To provide the Mills/Units the opportunity to assess
themszlves against the Standards and continually improve
their systems,

« To enable inter-Mill/Unit reviews to provide an external
perspective and recormmendations for improvement.

Where Notsicx Skog has no operational responsiility. but
has an equity stake, or where sianificant Norske Skog assets
are involved in a subcontracting site, arrangements shall be
made to ehsure that comparable standards of safety are
rmaintained, We stronaly balfieve in Behavioral Based Safiety
Observations and Audits, Thess are observations of people’s
workplace behaviour that enables positive feedback for safe
behavior, recoaniion and correction of unsafe acts,

Norske: Skon had an absence rate due to sickness of 3.8 per
cent in 20¥, anfhcrease compared to last year. We achieved
an Hllevel, lost time infuries per rrilfon waondng hours, ot 0.97
compared with 1.0 in 2013,

Our Norweaian business units have signed a letter of intent
regiarding a more inclusive workplace A4 Agrestnent dvith
supplermentary agresmentsy, Although the 1A Agreement is
a distinety Norwegian concept, it is faiy to say that our other
Business Units operate under similar conditions with the aim
of redUcing sickness absance rates and increasing focus on
job attendance for all ermployses. The 1A Agreement builds
on a tripartite cooperation between the national authorities,
the trade unfons and the company. This cooperation ensures
the participation of all partes involved.

The 1A Agreement and Norsie Sko's operational objective
is to develop targets for our work to prevent sckness and
absehce and to establish veriiable activity targets to achieve

REVISIONS

a professional attitude to both preventive and reactive health
care in the company.

The 1A Agreement has been renewed until 2012 and

cohtinues the operational objectives for the cooperation:

+ Reduction of sick leave

« Lower smployes dropolt rates and increase smployment
of people with functional impairments

s Inhcrease the retirement age

Our work with the 14 Agreement has been extsnded to apply
toall of Norslke Skog's lncal business units and isintended to
be an integral part of our targeted HAE work.

All our business units also have local HSE forums where the
cornpany and trade unions have regular meetngs to address
local HSE fssues. At these mestings, there should be an
equal number of represantatives from the cornpany and the
ermployess, with as mary differsnt droups as possible from
within the organisation represented. if the organisation has
Occupational Health Services, it should also be represented
on the committes, Occupational Health Services should
be an advisory and independent body. and represent the
interests of both the employer and the employees.,

Norske Skog has used Synerai Life for many years. Synergl
Life is an operational risk managerment ool fror DNV GL.
We have a monthly Management Focus Report (MR which
is distributed 1o all business units for internal distribution
and includes type of hjury and rates of injury, occupational
diseass rate. lost worlc days accidents. absenteeisim, total
number of worle-related personal injuries and fatalities, by
region, gender and business unit.
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All buSiness units report this information in Synerar. which
i5 also a source for the transfer of experience and sharing
of best practices. Reports from Synergl are analysed and
farm the bags for our imternal HSE audits conducted by our
HSEEQ staff at the group level,

EMPLOYEES

As of December 31, 2014, Norske Son employed 2 976
people in Europe and Australasia. This s a reduction of
approximately 300 efiployess frofm one year ago. rnainty
due: to the: dosure of ohe paper machine in Germany. The
turnover of people, including retirement, was ten percent.
Qur employment levels are not subject to seasonal varations
and the share of temporary efiployments is 1ess than two
percent of the total,

Fernale share of total workdoree 10%
Fermales in managerment positions 1%
Females in top management positions 13%

Norske Skag fully complies with all laws regulating collective
bargaining and recognises fresdom of association. In 2014,
uniohsrepresentad 85 percent of our employees for collective
bargaining purposes. Our commitment to respecting the

freedor of agsociation is efmbacied i the Glabal Frarmework
Agreement on the Development of Good Worldng Relations.
concuded by Norske: Sicog and the Industrial L Global Union.
Further, Norske Skon respects fundarnental human iightsand
subscrbes to the United Nations Global Compact principles.
There has been no reportad incidents of child labour. forcad
or compulsory labour during the reporting period. Nor
has there been any reported incidents of discrimination
in respect of employment or sccupation. The risk of such
incidents in the supply chain s considerad low. and Norsic
Son has na information about any violation by our suppliers.

CORPORATE SOCIAL RESPONSIBILITY

TARGET RESULT
SUBJE! 2014 2014 COMMENTS
Health & Safety
H1 a 057 Inproved from 1.0 2003
H2= <743 101 Iherease from 7431n 2013
Absence due to liness® <36 3.8 Ihcrease from 3.61h 2013
Envirohment
Percentage certified fibre (& 100 820 2.8% better than 201 3results
Envirohmenital indes 096 103 Ihcrease from 0.97 in 2013
Greenhouse gas reduction (6 25 (20203 321 32.1% below base year 2006

™ Lost timenjunies per milor wondng hours:

Ttz rumber of infunies with and Withowt Jest Bme per milfon woriang hours:

2 Ths targats foF MO bUSITSEE LT 0 frii & highar shetmta dli b sieknass Hian 265

NORSKE SKOG AND LOCAL COMMUNITIES

Our activities affect employees, suppliers, customers and
partners i many countries, regions, towns and villages.
Our decisions and activities, production and sales have an
impact on a multitude of ihdividuals, groups and companes,
both financially and otherwise, We recoanize olr impact and
consider this when malking decisions.

Sales revenue from production in Norske Skog in 2004
traced back b key stakeholders:

« Purchase of goods and services: NOK 94 billion

« Capital expenditures: NOK 0.3 billion

«Salarfes: NOK 16 billion

« Taxes and public: fees: NOK 0.4 bilion

+ Financial costs and worldng capital: NOK 0.3 billion

The list shows that Norske Skog is important for many parts
of society. Down-stream the value chain, our paper is a vital
source of income for hewspapers and magazines, with all
thedr journalists and other contributors, and a natural source:
of ideas for business people and other readers throughout
the world, This networlc of businesses, communities and
individuals generates significant value in the public and
private sectors, as well as stability and other benefits to all
affected Thdividuals. To improve and maintain our role in

socioty and as an important employer in local compmunities,
our business units are encouraged to be active and open in
thelr commurication and contact with local staleholders.
Exarmples include reports to neighbors and other local
Stakeholders, open days for the public © inform about
paper production, engagement in nature protection projects,
support tolacal ruseums, involvernent in sports and culttural
inftfatives, support to charftable organizatons, as well as
intsgration of immigrants and disabled persons through
vocational trainihg, We encourage employees to talke partin
local cormmunity worlc as many of them do. Most busihess
units cooperate with educational institutions at different
levals, such as visits from schools. collsges. high schools
and universities, scholarships for students, trainees and
apprentices working at our mills or engaged in project worke

AMNUAL REPORT 2014 MORSKE SKOG 1%
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CORPCORATE SOCIAL RESPONSIBILITY

Poter McCarty,
Tasmat (New Zealand)

"

1. What is the key for future suctess for your mill?
2, What makes your mill special, what is. your mill’s
eompetitive advartage?

-

The domestic market s key, We also have
cohsistent productivity and reasonable electricity
pricing, and rmaintaining these at a favourable level
is definitely important to our future succsss.

2, Onething that rmakes this site spedial isits
opportunity for additional revenue streams as a
result of its excellent infrastructure, in areas such
as geothermmal, slectricity generation, water and
prosirmity tora highly efficient port.

KEY FIGURES - EMPLOYEES

AVERAGE

AVERAGE SENIORITY OF

NUMBER OF EMPLOYEES (FTE) AGE OF ORDINARY ORDINARY

BUSINESS UNIT END OF DECEMBER 2014 EMPLOYEES EMPLOYEES
Ordinary Other amployaes Total End 2014 End 2014 End 2014
Norske Siog Albury 174 11 185 4868 158 87
Norske Siaag Boyer 250 3 300 476 213 53
Norsle Sioa Tastman (NZx 163 18 181 488 186 12.0
Australia non mills 21 3 24 453 121 320
Australasia total 817 73 850 476 18.7 8.9
Norske Siaag Saughrugs 514 6% 582 4E0 2.0 20
Norsie Slaoa Skodgh 371 20 400 485 21.0 50
Corporate headquarter 40 15 5& 455 &6 20,0
Norway total 925 1156 1040 L0 20.5 3
Norske Sl Bruckc 405 52 457 436 2003 8.4
Parec: 26 - 26 457 167 77
Norske Sion Golbey 386 30 416 468 1758 146
Norsles Skog Walsurm 255 25 280 490 270 &0
Sales offices in Europe 62 5 &7 430 1.0 &0.0
Eurape total 1134 12 1246 459 204 12.8
Norske Skog group total 2676 300 2576 46.7 20.0 10.0
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RAW MATERIALS

L —

RECOVERED PAPER

5 H,oﬁ

CHEMICALS WATER ELECTRICITY

e

ROUNDWOOD

dy .

SAW MILL CHIPS

RAW MATERIALS PAPERMILL

PAPER PRODUCTION  PRODUCTION CAPACITY' moes remeummessun ez

Norske Skog hasthe capacity to produss three millioh tohnes TOTAL

ot - NEWSPRINT  SC(MAGAZINE LWC (MAGAZINE CAPACITY
of publication paper each year. consising of 19 tonnes of NCLUDING IMPROVED NP PAPERY PAPER}  BUSINESS UNIT
newsprint and 1 million tonnes of ragazine papen
Slaogn 570000 570000
" . N " .
The figures in this report contain the 10 0% owned mills at the Saugbras 510 000 510000
end of Decarnber 20% and figures cormpared to the same
100% owned mills in 2015, Golbey 615 000 515 000
Bruck 125 000 270 000 305 000
The highly simplified diagram to the left llustrates the paper Walsum 205 000 205 000
production process. Inreality. the paper machines differ quite Total Europe 1 310000 510 000 £75 000 2 205 000
significantly. Raw materials consist mainly of wood and/or
recovered paper, as well as eectricity and chernicals Wood Albury 275000 275000
andl recovered filores are ssparated during pulp production in Boyer 150 000 140 000 290000
two different pmml;t;es Pulp prc;juohon Zeﬁid on f:ecw;rec:] E— 155 000 155000
paper consumes less energy than production from fres! —
fibre because the fibres n recovered paper are more easily Total fde Purope 550000 140060 720000
separated than those thhw» nwoad, Inthe paper médww e, the Total Norske Skog group 1850000 510 000 515 000 3015 000
pul passes along a web, firstly through a wet section, then a
press section and finally through a drying section, The paper . iy ha b Fmng 2072

is finally rolled up on reeds and then cut to the sizes ordered
by the customen During this process, more than 90% of the
wood fibres in tress are convertad to paper products.

2 ANNUAL REPORT 2014 MORSKE SKOG
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CORPORATE SOCIAL RESPONSIBILITY

EVALUATION OF OUR ENVIRONMENTAL PERFORMANCE

It isirnportant for st identify our ervironmental challsnges.
continuously improive: our ervironmental standards throughout
the value chain and report openly on our perfarmance,

Environmental topics that the pulp and paper industry focus
on include fibre supply, energy sources and use, gresnhouse
gas emissions, the efficiency of mill production processes,
and the fate of olr products at the end of the Iife cycle.
The importance of these topics vanes at local, regional and
national levels, Norske Skog uses a combination of fresh
fibres and recovered paper as raw materal, dependihg on
local conditions. Both soUrces are necessary to explolt the
alobal fibre resoUrces in a sustainable manner,

For Norske Skog it is important that our suppliers are also
aware of thelr impact on their sodety and employess.
Edsting and new suppliers are, through our general purchase
conditions, obliged to follow the laws and jurisdictions of
their operating country. both for labour practices and human
rohts

All our mills have traceability cortificates for the purchase of
timber to ensure that they come from sustainably rmanaged
forests We do not source raw materfals from controversial
areas. Our suppliers comiply with local rules and regulations
and,. whers possible, we sourcawood locally to rinimise costs
and transport emissions, Our goal is to have 8 100% cartified
wood supply. In Europe, the growth of forests s increasing
in all countries where we purchass wood, h Australasia, we
source only fresh fibre from plantations.

NORSKE SKOG LOCATION

Type

We use “Paper Profile” as our standard for disclosing our
products’  environmental profile. For detailed information,
see olr web-page  tpvevavnorsiesion.comyProductsy
Nesvsprintagpse. And for general info on "Paper Profile” waw.
papemprofilecorn,

In a world where: ihcreasing demands are beihg placed
upon finite natural resources, and the ecosysterns which
supply them are more and more strained, it is important that
our production processes are efficient and continuously
improving, Inaddiionto environmental ranagement Systems.
Norske: Skon has developed aninternal environmental thdesc
1 Sat targets and revdew oUr Worc o IMprove oL reSoLIns Use
efficiency and reduce oUr emissions on a continuous basis,
The goal is to use technology that meets the requirements
of what the EU defines as the best available technolocy.
The EU Comrission finalized the BAT conclusions under
the Industrial Emissions Directive 2010/75EU ih Saptermber
2014, Norsies Slaog has revised the BAT levels to be used in
the environmental index for 2015 accordingly. We have also
implemnented a water profile tool to compare, optimise, and
reduce our water consumpton. The EU Water Frameworic
Directive establishes a legal framework to protect and
restore clean water across Europe and ensure its long-term,
sustainable use.  Our Eurcpean operations adhere to this
directive and have established water managerment plans as
required.

Clitnate change is the environmental issue receiving the
greatest attention today: Ih 2007, Norske Skog established a
areenhouse gas reduction target of 26% in total emissions by
2020, Greenhouse gas emissions differ considerably betwesn

PROTECTED AREA

olr mills, The main reason for this ies inthe different eneray
solrces used both for externally purchased eneray and
for energy produced on-site. Purchasad eneray is mainly
electrical energy used for fibre processing and to operate
machinery. Eneray produced onesite is malnly used to dry
paper on the production line. I many cases, we USe ensray
several times, through heat recovery systems. Reducing
greenhouse 0as emisdons mainly irvolves reducing the
consumption of energy and/or changing the sourse of the
SNEHTY W USe,

The forest-based ndustry has a unigue environmental
position. The raw material is renewable, the products are
highly recyclable and both the raw materials and products
store carbon. Sustainably rmanaged forests will absorb the
carbon dicdde frorm the combustion of forest-based materal.
At the end of their Ife cyle, the products can be used to
produce bio-eneray.

Norske Skog s committed to sustainable development of
the erwvironment and natural resources including taking
care of different aspects related to bio-diversity, This is
attained through close cooperation with local authorities
and managing our operations within the framework of our
operational permmits,

Norske: Skog does not have any IMCN Red List species and
national conservation list species with habitats in areas
affected by our operations.

The below table is an overview of listed protected areas
directly adjacent to our operations.

Sizathay

“Rheinaue Walsum” - Wetland
Erwironrnental conservation area

Walsurn, Getrriany

Iminediate vicinity of mill site sisa)

"Rheinale Walsum” became part of
wetland ‘Unterer Niederrhedy” in 1965

Wetland - New Zealand Ramisar Record

Tasrman, New Zealand on 02 February 2001

Adjacent to treatment ponds - located

several ke from mil site 6

Restoring previous dlarifier solids landfill
area to wetland

%4

Thomas Reibelt,
Brick CAustriay

1. What is the key for future suecess for your mill?
2. What makes your mill spacial, what is vour mill’s competitive advantage?

1. The key is a flesdble, cormpetent, highly motivated and authorized organisation
that quickdy respondsto changes in custormer needs and our cost ervironment,
while being open to business opportunities in the medium to lohg term.

2. We provide fully integrated production with escellent efficiencies, flesdbility in
terms of raw materials and energy supply, ideal-sized machines for economies
of seale and product fledhbilty
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SUSTAINABLE RAW MATERIALS

Forestry and use of forest products play an important role
in the combat of climate change. For the forest value chain
1o be a part of the dimate change solufon, the forests must
be managed sustainably. Norske Skog has several systems
and processes to make sure that all wood ussd in Norske
Sloer's products comes from sustainably managed forests.
Al Norske Siog mills utilisihg fresh fibre have third-party
verified Chain of Custody (CoCh certification systerns in
pace. The average share of certified fresh fibre in 2014 was
82%, an improvement of 3 percantage points compared to
2013

FRESH FIBRE

In 20¥, Notsics Slaxa consurmed 14 million tonnes of fresh
fibre, Our goal is to have 100% certified fibre in our products.
Norske: Skog is not a significant forest ownen A very small
proportion of the wood we use cormes frorm olr own forests
in Australia, The ability to Thorease the share of certified
wood therefore depends largely oh decisions talken by forest
owners Norske Skog encourages Tts suppliers to adopt
forest certification. These certificates are the most credible
way to demonstrate olr responsible procurament of wood
fibre, The most snvitonmentally friendly purchases are
defivered by local, certified forests. Today, only a relatively
srall portion of the global forest area is certified. The two
main global cerfficaton systems are the Forest Stowardship
Council (FSC, and the Programime for the Endorsement of
Forest Certification (PEFCh Norske Skon regards the two
systemsas equally valuable tools to dernonstrate responsible
management and stewardship of the forest resolrces that
our company and customers rely upon. Both systems are
based on fhspections and auditing by independent third
parties. We recogrise our responsbility as the purchaser of
wood through our global procurement rules,

These state that all wood used in our paper shall originate

from sustainably managed forests. Such forests are defined

as!

« Cortified forasts - we recoarnise the systems from FSC and
PEFC.

s Forests declared to be managed according to natoral laws
and regulations.

CONSUMPTION OF RAW MATERIAL

Wood roundwood
and sawmil chips)

4% 509
—
Recovered ‘
P
- N
7 E—

A%
Purchased pulp

Inorganic fillers

Al Norske Skea business units that buy fresh fibre have
traceability certificates. The choice of the mill certification
system depends on the certification systemn used in the
forests of plantations. Roundwood accounted for 67% of
our consumption of fresh fibres i 2014, Sawernill chips, a by-
product from thesawmill industry, accounted for the rerraining
33%. The roundwood component of our fresh fibre came from
both forests G3%» and plantations(37%x In all countries where
Norske Skog sources wood, forest areas are fhcreasing.

Themain global forestchallenges are relatad to deforestation
in developing countries and forest biodiversity degradation
through the loaging of high-conssrvation areas in many
parts of theworld, In order 1o meet these challenges, we need
o ensurs that more of the world's forest areas are managed
on a sustainable basis, Forest certification is an important
tool in this contesxt.

CERTIFICATION OF FRESH FIBRE THROUGHTHE VALUE
CHAN

Forest owners have systems for sustainable forest
management Gy Forest product traders rely oh chain
of custody (CoCh cartification. Traceability is important to
ensure responsible purchasing, and to halt llegal looging.
CoC tools make Tt possble to control and report the share
of certified raw materials through the value chaih from forest
o finished product. CoC systems also requite responsible
purchasing of non-certified wood.

RECYCLED FIBRE

Recovered paperis an important fire.sourcefor Norske Skog,
IN20¥:, recycled fibre made up 32% of theraw materials used
nour products. Mills utilising recovered paper consurmed in
total 0,806 milon tonnes in 2014,

Some customers want paper based entirely on recovered
paper. However, avalue chaih based only on recovered paper
is not sustainable. About one third of the paper is lost in the
recovered paper cycle, Factors such as consumer awarensss,
waste disposal and collection systems and alternative uses
for used paper imfluence its collection rate. The structure
and strength of the fibres of paper degrade with successive
use. Recoverad paper fibres that are no longer suitable for

RECOVERED PAPER IN NEWSPRINT

PRODUCTION

Nerske Skog Albury, Australia 3%
Marske Skog Bruck, Austria 97 %
Marske Skog Golbey, Francs 61%
Nerske Skog Skogn, Norway 28%

papertnaking are rejected M our mill pulping processes and
are generally Used as a source of renewable energy.

To make the recovered paper value chaih sustainable, fresh
fibre from forests, plantations o sawmill by-products must
be addec),

On a tonhage basis, our largest consumption of recovered
paper takes place in continental Europe. The fibre source
used at the different Norske Skog mills depends upon
availability and econaric: considerations, The minimization
of transport distances and costs is an increasinaly impaortant
economic and emvironmental consideration.

FORESTS AND CLIMATE CHANGE

The main global challenges related to forest management
and clitnate change are deforestation in developing courtries.
The use of forests, forest products and bic-shengy can,
howesesr, be a sound dimate changs strategy. depending on
where and how the forestbiomassisharvested, it isimpaortant
to distihguish between forest types and the exdsting use of
the forest, In forest areas where biomass is accumulated
{annual growth exceeds annual harvesty the use of forest
resources for renewable products and energy will bepossible:
while sl keeping the forest stock stable. Forestland soil will
release carbon diodde after harvesting, but this is partly
cotmpensated for through increased radiation reflection
frorm the same area ¢the Albedo effecth As lonag as only the
net forest growth is harvested, the carbon stock will rernain
stable and bic-energy and forest products can substiute
mors catbon intensive products and fusls, thereby resulting
ina positive cimate effect.

There is a large potential i using forest resoUrces more
efficiently. Curently, forest residues - T8, waste from the
harvesting operation - are not utilised fully. As long as the
removal of forest residues does not lead to loss of nutrients
in the farest sofl, these residuss can be usad for bio-energy
purpeses and to substitute fossil fuels, By-products frorm the:
forest value chain, such as sawmill chips, should be used for
mialkihg products before being used asbio-energy at the end
of their life cyle.

CERTIFIED PROPORTION

OF FRESH FIBRE %)y

e B & 8
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N

CERTIFIED FOREST RECOVERED PAPER

—

CERTIFIED SAW MILL BY-PRODUCTS CERTIFIED PAPER MILL

T
&\—,1 &—,i

CERTIFIED WOOD PRODUCTS CERTIFIED PAPER

CEPT!HGA'HON OF FRESH FIBRE THROUOH‘ THE VALUE CHAIN

AL R:regfpmducf traders refy om charnof
cus('ody(OoC) artiffcation biffty fs important to nd to-hat fegat logoia.
ol tools make fEpossitle 1.2 mtr‘o{and‘reportﬂveymof er&ﬁedmwmtemfsﬂmfghﬂvevam chain from
forest to-finfshed product, Col i of normcertifted wood.
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ENERGY CONSUMPTION

Norske Skog has comprehensive programmes in place to
continuously reduce energy consumpion and to make
it more environmentally fiendly. We are already a large
producsr of bio-energy.

Theprodi of paper is an gy-il

Energy is consumed mainly for two purposas:

s To separate, process and transport fibre and water
Glectrical eneroyd

« To provide process heat and to dry the paper (themal
enengyy

process.

The major use of electrical eneray in mills which process
fresh fibre is the process which mechanically converts
wood chips into fibres, This process is called the thermo
mechanical pulping (TMP process. Paper production based
on recovered paper consumes less ehengy because the
fibres from recoversd paper are more easly separated than
those within wood, The group’s average energy consumption
per tonne of paper produced in 204 was higher than in2013.
Five mills had lower of sirmilar enengy consumpton per tohhe
of paper in 2014 compared to 2013,

B2% of the total energy consumed by the group is electricity.
In 2014, the remaining energy sourcas were fossil fusl
{155, biv-fusl {14%, heat recovery from TMP (2% and
other sources such as geothermal energy and heat (Steam
purchased from third parties (7% In 201, 93% of electricity
was purchased from the grid. A number of mills can generate

5 AMNUAL REPORT 2014 NORSKE SKOG

a proportion of the electricity requirement themselves,
basad on bio-fuel. natural gas or geothermal sourcas, Norsie
Son s a large producsr of bioenergy. Oroganic: waste from
the production processes is used as bin-fuel where possible.
Some mills also purchase bio-fud from external suppliers.

Natural gas is the: most cormmonly used fossil fusl, with a
share of 64%, down 2 percentage points from 2013, Coal
constitutes 35% of fossll fued consumption, up 2 percentage
poitits fromm 2015, il rakes Up 0.3%, which is down compared
10 2013,

Thermal eneray is used for the heating and drying of papen
In contrast with electrical snergy. themal snerdy is rostly
generated within the mill. The sources of this energy indude:
recovered heat from the thermo mechanical pulping or
effluent treatment processes, combuston of mill residuss,
purchasad bio<fuel.oil, gas of coal. Insome cases, the thermal
energy is supplied by third parties located externally to the
mill or in the form of geothermal energy.

The share of purchassd ensrdy makes up about half of the
enex gy consurmption ih Europe and B5% in Australasia, There:
is, however, significant vatiation i thermal energy sources
used between different geographic regions, The Alstralasian
mills mainly use fossil and geothermal enenay. Ih Europe, the
mills use mainly bio-fuel, fossil fuel and heat recoverad from
the production of thermo-mechanic:al pulp fromn fresh fibre.

NORSKE SKOG ENERGY CONSUMPTION

(TOTAL AND BY REGION)

Totad 10211 Gk 3257 Mh/tonne of peper

NORSKE SKOG
Other
rered 7%
from TP vV ePUfChasfyd
12% ‘ mhm%
-
Bio
1%
-
i —
15%
Foasil
EUROPE
%gher
Recovered
from TMP V Purshased
15% ‘ slectricky
- N 51%
) V
Bio
19%
A
1%
Fossil
AUSTRALASIA
Cther
Recovered 1%
from TMP V Purchased
5% shotricty
A
4%
=
A
23%
Fossd

CONSUMPTION OF FOSSIL FUEL
(KWh/TONNE OF PAPER}

M Coal MGas Gil
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NORSKE SKOG'S GREENHOUSE GAS EMISSIONS

AS a large industry player Notske Skod recognises its
responsibility to reduce greenhouss gas emissions. In 2007,
we established our goal of achieving 25% lower greenhouse
gas amissions within 2020, compared with emissions in
2006, AS of 20V, oUF SIMISSIONS Wore 32% lower than in 2006

Norske: Skog has integrated reducton of greenhouse gas
SMiSSions as a key part of our business strateqy. The goal
is to reduce enerdy consumption, change the sources of
energy and to optimise the use of process chemicals and
transport.

In the work to reduce greenhouse 0as BMISSIoNS, We report
on a greenhouse gas reduction target and our carbon
footpHint. The reduction target s based on the WRWEBCSD:
Greenhouse Gas Protocol, the Pulp and Paper Worldoole
The carbon footprnt is built on the Confederation of the
European Paper Industries’ (CEFD tool developed in 2007
The CEP carbon footprint is related to the products we
make and covers the whole value chain, whilst the Norske:
Slog reduction target is focused on the paper production
process and covers Scopes 1and 2 as shown in the figure,
Both the Norsiee Skog emission reduction target and the
carbon fostprint are baged on greenhouse nas emission data
from our 8 wholly-owned rmills,

CGUR REDUCTICN TARGET
Norske Skog's target for reducing greenhouse gas erissions
covers direct ermissions (referred o as *Scope 1 in the

SCOPE 2
INDIRECT EMISSIONS

Greenholise Gas Protocoly from the comblstion of fossi
fuels in boilers, combined heat and power plants, infrared
drying equipment, mobile machinery and other mill site
based equipment, and indirect emissions CScope 2% from
the purchass of slectricity and heat.

Based on the above scope and emission estimation
processes, Norsie Skog operations emitted 157 milion
tonnes of fossil fuel derived COy-equivalents dncluding CO,.
CH4 and Nzo)in 204 The total ernissions frorm our mills were
reduced by 7% in 20% cormpared to emissions in 2013, The

CORPORATE SOCIAL RESPONSIBILITY

main reason is lower paper production, The total emission
reduction achieved to date, cornpared to our base year 2006
is 32%.

The aresnhouss gas emissiohs arsing from the combustion
of bio~fusls are deemed to be 'carbon neutral® as only the
net forest growth s harvested from sustainably managed
forests and plantations, leaving the carboh stock stable,
Direct emissions of biologically sequestered CO, fromn the
cornbustion of organic: residues such as wood and bark are:
estimated to be approsdrmately 0.550 million tonnes.

c0, CH, N0 COp-enuiv
NORSKE SKOG GREENHOUSE GAS EMISSIONS 1000 1000
Diract (Seope 1) Emissions tonnes tonnes tonnes tonnes
Direct emissions from statiohary fusl combustion 467 13 3 466
Direct emissions from trangportation and mobile sources & 0 1 &
Total direct emissions 468 20 3 472
Indirect (Scope 2) Emissions
Indirect ernissions from stearn and power imports 1103 0 o] 1103
Total Fossil Fuel Basad Emissions (Direct & ndirect)
Direct & Indirect 1571 20 3 1575
COn, BIISSIONS from cormbustion of biomass * 550

“Wood and bank rasidles omy

SCOPE1
DHRECT EMISSIONS

COMEUSTION OF
FOSSIL FUEL
IN SUR MILLS

o -

INTERNAL TRANSPORT

PURCHASED
ELECTRICITY AND HEAT

CUR REDUCTION TARGET

QUR CARBON FOGTPRINT

SCOPE3
INDIRECT EMISSIONS

iy

DELIVERED WGGD AND
RECOVERD PAPER

PR&GDUCTION OF FUEL AND
CTHER RAW MATERIALS

TRANSPORT
OF RAW MATERIALS

EMISSKING ASSOCIATED WITH TRANSPORT OF PAPER PRODUCTS ARE CALCULATED FOR EACH CUSTOMER
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NORSKE SKOG CARBON FOGTPRINT

KG CO/TONNE OF PAPER

400

o S T

W Pulp and paper production

M Forest and recycling operations.
Producing other raw materials and fusds
Purchased edectricity and heat

W Transport excluding transport to final customer

b3 AMNUAL REPORT 2014 MORSKE SKOG

OUR CARBON FOOTPRINT

Based on the CEPI catbon footprint tol, our carbon footprint
covers amissions from the following elements of our value
chain:

Pulp and paper production

Forest and recydding operations

Producing other raw materials and fuels

Purchased glectricity and heat

Transport - exciuding transport to final customer which is
calculated on a case by case basis

Carbon stored in forest products (hiogenic: carbor is
repot ted separately.

The average global carbon footprint per tonne of paper
produced by the Norgke Skog mills in 201 was 742 kg CO,,
aquivalents/tonne papser. This represents an increase of 2%
compared to 20131 336 kaytonne biogenic CO, is estimated
1o be contained in the product. As seen in the figure the
larnest contributor to our carbon footprint s purchased

electticity and heat, which male up 57% of the emissions
per tonne of papen Pulp and paper production ralkes up
265, forest and recycling operations 3%, production of other
raw materals 10% and transport to the mills 4% of the total
SMMISSIONS Par 1onne of papsr.

The carbon footprint varies considerably between the mills
and regions, depending on the source of dectricity and the
type of fuel used to produce process heat, The emissions
per tonne of paper production ranged from 43 kg CO,-
equivalents/ftonne of paper in Europe o 1 783 la COp
aquivalents/tonne in Australasia,
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CONTINUOUSLY IMPROVING OUR
PRODUCTION PROCESSES

Norske: Skogfs environmental policy cormits us to continuous
irnprovement in the ervironmental performance of our business
units,

The wish to measure this contihuous improvement in cur

and is a function of age technolocty, investrnent history and
operatonal performance.

The environmental index for the whole aroup is calculated as
an average of each mill's index score weighted by production

CORPORATE SOCIAL RESPONSIBILITY

KEY FIGURES
FOR NORSKE SKOG'S WHOLLY-OWNED MILLS

Consumption of raw materials:

Roundwood e 2 371000
[w‘lls and asa com})eny overl the shorlt and long term led us to volumes Saillohps e 1150 000
irnplernent an environment index (E-indesd several years ago.
The E-indei forms part of the FaoUar Feportng by the mills 1 Tho table balow Shows the trgets for 201 and 2016 for the _Recovered paper tonnes 906 000
corporate managerment and the board, h addifon to being a parameters incdludsd in the E-ndex;, as well as the results Furshased pulp tonhes 107 000
performance reporiing tool it allows us to: achieved during the last four years. The EU Commission Inorganic fillers tonnes 306 000
finalized the BAT conclusions under the Industridl Erissions
« establish and review mill specifictargets Directive 2010/75EU I Septarnber 20%. Norsice Sioog has Enetgy
+ idertify areas for additional investment rexvised the BAT-exsls to be used it the ertitonmental indes: for Blectricity GWh 5715
+ demonstratethe environmental Fnprovernentsfollowing process 2016accondingty. The higher E-index: target for 201515 a result of Heat &) 4 500
changes of investrnents the: new lower BAT-values, These figures represent production-
weighted averages for all mills, In 2014, three mills reached their Discharges to watar
Mill porfortnance is measured in the index against a standard Exindex targets. Discharged process water mill m® r:s
"’ch: SlmulCl:EAbTe) aﬁbltmue ‘Tj'ﬁth m: use'b:;'B:t é\]"a"ab‘e Increased unt of COD and ded solids ih 4 of Organic materal COT fomes o
Behnology of bestpractics as describedinthe Elrepean e ameunt o and suspended solids in 4 of o -
Union IPPC refarence document An indes value of 10 of less il is the main reason for not achisyng the 200 target. The Suspended Sofid (55 tonnes 15t
indicates tat the mill Fas an ewitcrmental Sandard Whith  Incroaseis linked 1 periods with process stabiity callenges . _PDesphorus (TetPy tonnes #
satisfies the ambiticus levels which can be attained with BAT the water effluent plants. . N
o best practice. The BAT level of performance is mill specific Emission to-air
COy~erjuivalents (diracty tonnes 472 000
50, tontes 205
Oy, tonnes 846
Achieved  Achieved  Achieved  Achieved Target Target Production wasta
ENVIRONMENTAL INDEX 2011 2012 2013 2014 2004 2015 Sludge @ryx tonnes 280 000
Bark tonnes 100 000
COD ly/tonne 41 37 35 &2 35 37 Sther Frm— 0000
Suspenced solids ke/tonne 050 043 035 050 040 043
Nitrogen ciides a/GJ 95 e 95 95 97 97 Products
Waste to landfill katonne: 212 1658 148 133 140 155 Newsprint grades tonnes 1650000
Total energy consumption GJionne 12.5 125 122 124 122 123 Magazine paper tonnes A58 000
Environmental index 1.10 1.03 0.56 103 0.96 1.02 Toital tonhes 2 615000

Trond Sverre Flaton,
Walsum (Garmany»

%

1. What is the key for future sucesss for your mill>
2. What makes your mill special, what is your mill's
competitive advantage?

1. lwolld say being custormer focused and
maintaining good and stable quality, high
productivity and cost competitveness.

2. We are situated in the middle of our main miarket,
rneaning low transport costs. We are also ohe of
the faw rnills that in addition to offset can deliver
LW in gravure quality. and we have no imitation
when it comes to reel width and core size.

ANNUAL REPORT 2004 NORSKE SKOG ze
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GROUND WATER
4.3

SURFACE WATER MUNICIPAL WATER
39.3 0.04

N

RECYCLED PAPER
WATER IN AND PURCHASED PULP

WooD 0.03

— 0.6
CHEMICALS é e e

OTHER WATER WATER IN
INPUTS PRODUCTS

041 0.08

PRODUCTION
OTHER LOSSES
0.3

TO SURFACE WATER FROM EVAPORATION
EFFLUENT TREATMENT 1.0

18.4

TO SURFACE WATER
FROM COOLING

245
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Amund Saxrud.
Skogn (Morway)

"

1. What is the key for future success for your mill?
2. What makes your mill special, what is your mill's
competitive advaitage?

1. Our armibition is to make Skogn one of the most
cost-effective and profitable newsprint suppliers in
the market and thereby ensuring full utilization of
all the machines at the rmill,

2. Norsie Sicog Skogn delivers standard newsprint
and fmproved newsprint to markets where we
are competitive on logistcs costs, We have an
excellont infrastructure and a flexible staff that
nakes us cost compettive.

THE NORSKE SKOG WATER PROFILE:
GLOBAL AVERAGE WATER USE M*/TONNE OF PAPER

The figure presents the 2014 water profils for Norsie Skon.
The profile has been developed by examining the major
inputs and outputs of water in the manufacturing process.
The data presented is a combination of all eight wholly
owned mills and repressnts a roup average’,

The total water use per tonne of paper in 20¥ decreased by
2% cotnpared to 2013, 98% of the water entering our mills is
returned t rivers and lakes after treatment, Approximately
2% s returned to the atmosphere as water vapour, retained
in the products or usad for irfgation of forest plantations or
agricultural arsas,

WATER FOOTPRINT:

WATER SUPPLY

The majority of fresh water used by Norske Skog's mills
{88%) orfginates frorm surface water sources. A further 10%
is supplied from ground water supplies and a rdatively small
amount. 0%, comes frorm municipal water suppliss.,

Water also enters the rmanufacturihg process through
the raw materials which are purchased, Fibre bassd raw
rmaterals Gwood, wood chips, recysled fibre and purchased
puly consttute approdmately P of water input. Non-fibre
raw raterfals such as chemicals and stearn} male up the
balance,

WATER USE

The majority of water which enters our mills &65% is used
to cool machinery and equipment performing electricity
of steam generation and/or pulp and papet manufactuing
activities, The rest of the water is usad in the papemaking
processes (rocess” wates

Most mill efflusnts are discharged to river and lake systems
after treatment. No effluent is discharged to groundwatsr
aouifers.

THE TOTAL WATER CONSUMPTION IN THE PAPER VALUE CHAIN

Mankind's ncreasing use of freshwater resources places a
strain on global water resources, Politfes and practices for
sustainable use of this natural resoUrce are a prerequisits
for a sustainable global development. To help assess the
impact of different products on water resources, differsnt
water footpint tools are under development. Water footprint
accounting ineludes monitoring of both direct and indirect
use of freshwater, measured over the full supply chain, For
paper products, this includes water evaporated during tree
growth (green waters, water consumed during the production
phase {blue watery and the watet required to assimilate the
discharged pollutants based on exdsting ambient water
quality standards (grey wateth

It is impottant to realise that the water footprint figure itself
does not reveal much abolt the actual impact of operations
at the: local watsrshed leval, A low water footprint could be
less sustainable thana hioh water footprint For instancs, the
water footpiint for paper depends mainly on the time Tt takes
for trees to grow. Trees Use a lot of water to grow and paper
will therefore have a large water faotprint, Boreal forests are
characterised by a humid dimate, where precipitation s
higher than evaporation. Forests sustain and slow down the:
surface runoff, praventihg flooding, erosion and leaching of
nutrisnts A sustainability assessment using many indicators
is needed to gain understanding of whether mill operation
and forest rmanagement practices are within the boundarfes
of what a water catshment can sustainably support.

Norske Skog will frnplement water footprint reporting when
an intematonal standard has been agreed upon, In the
rmeantime, we wWill report our watsr profile, Water scarcity is
not anissue in any of the forest or plantation areas supplying
Norske Skon or i any area where our mills are located. 98%
of the water entering Norske Siaog mills is returned to rivers
and lakes after treatment.

ANNUAL REPORT 204 NORSKE SKOG k)
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Totad 420 D00 Enmes
Cther
%
Bark Shdge
26% ‘ 57%
= —

DISPOSAL OF MILL PRODUCTION WASTE

EMISSIONS TO AIR AND DISCHARGE TO WATER

Manufactuing pulp and paper recuires raw materials
and eneray. Norske Skodfs environmental policy requires
us to make efficient use of these resources and to work
continususly to reduce our emissions and discharges.

SOLID RESIDUES AND EMISSIONS TO AIR

Emissions to air occur primarily from enercty  generation
processes, and the majority of solid wastes occur from the
processing of filare inputs (wood of recovered paperand from
the treatment of efluent dibre and biological solidsy Most of
our mills have their own boilers of incinerators for producing
thermal energy frormn these solid residues. Fossil fuels in the
form of natural gas. ol and coal may also be used. The main
eMmissions associated with these activities include carbon
dioide, particulates, sulphur dioxide and nitrogen oxides. A
nurnber of technologies are used to reduce and control these:
discharges. Ash residuss result from combustion processes
nvolving solid fuels,

In 201, the emission of sulphur diokdde per tonne of paper
was down by 1% compared to 2013, The erissions of NOx
per tonne of paper were Up by 5% compared to last year,

The total quantity of production waste generated by the
group in 20¥ was 419 000 dry tonnes. This s a reduction
of about 17 000 tonnes compared to 2013 Ih 2014, 143 000
tohnes of ash were generated from combustion, an increase
of & 600 tonnes compared to 2013,

The residues from the production processes are reused
or disposad of Ih a numiber of ways as shown in the figure.
Where possible, process residues are used to generate
energy for the pulp and paper manufactuing process. In
2014, 77% of the waste was used as bio=fuel, up from 75% in
2013, Other residuss, for example ash, are used in concrate

TRENDS IN DISCHARGES OF ORGANIC
SUBSTANCES (COD}
FER TONNE OF PAPER

or brick making, or inroad construction, Agricultural re-Uss s
also an option for some ash and organic materals, Part of the:
production residues are deposited in landfills. Many of our
mills participate in projects to find alternative or additional
methods of reusing the by-products from the production
processes. Hazardous waste amounted to 506 tohnes in
20¥. Hazardous waste s disposed through authorized
collection systemns in accordance with national regulations.

WATER DISCHARGES

Water is gensrally used and recoversd multiple times
through the pulp and papermaldng processes before finally
being discharged to a number of treatment stages These
treatments remove solid particles as well as dissolved
organic: rratarial, raking the water suitable for safis return to
the natural emvironment. In 2014, water discharge from the
production process per tonne of paper was up 5% compared
to 2013 The discharges of dissolved organic material and
suspended matters per tonne of paper increassd by 9%
and 43% compared to 2013, The discharge of nitrogen and
phosphorus increased by 18% and 32% compared to 2013,
The difference inresultsfrom oneyear ththenext isthe result
of many factors, incuding process improvements, utilization
of equipment, production issues and product changes.

During 20¥%, the mills MNorske Skog Saugbrugs, Norske
Skog Albury and Norske Skog Tasrman reported to the local
authotiies that they had incidents resulfhg in exceeding
permmit imits Iinked to the quality of discharged water None
of these overruns resultted in sanctions frorm the authotities,

Norske Skog does not use beaching chemicals containing
chiarine i any mills. Chiorinated organic: compounds are
therefore not created and AOK s net included in our emission
reporting.

TRENDS IN DISCHARGES OF WASTEWATER
PER TONNE OF PAPER

BOY

Neorsie Skog total

Europa

A0%

M Encrgy Recovery [l Agriculture
Landfill W Sak/Delivered
Cement Industry

2006 2000 20N 2012 2013 20M

W Europe Asia
W Australasia @ Todal
South America
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7

W Europe Asia
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South America
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CORPCORATE SOCIAL RESPONSIBILITY

MILL FIGURES

Bruck Golbey Saugbrugs Skogn
PRGDUCTION
Paper tonnes 375034 537832 429250 450874
CONSUMPTION
Reundwood 1 000 215 71 537 567
Sawmnill chips 1 000 0 358 136 185
Recovered paper 1 000 tonnes 205 bGddp a 160
Purchased pulp 1 000 tonnes 27 s} 41 Q
Figments and fillers 1 000 ©hnes 100 17 134 31
Elac:ttic powet MWh/tohne 147 166 251 2.39
Gwh 440 806 1077 1079
Thermal energy 2 G/tonne 423 562 805 606
TS 1585 3023 2597 2734
DISCHARGE TO-WATER
Treated process water PAetonne 130 101 175 168
1 000 4870 5450 7400 7587
Organic rmaterfal (COCH keytonne: 33 19 X3 &3
WNNes 1231 1027 2732 1953
Suspended solids (55 lgy/tonne 03 01 o7 07
tonnes 130 55 318 204
Phosphorus (Got-Fy aftonne 4.2 146 14.2 162
tonnes 16 75 &1 73
AIR EMISSIONS
COz»e {fossily (otal direct tonne/tonne 0486 0.065 0004 0008
Coz»e £fossily (ndirect tonne/tonne 0040 0125 0016 Q014
CO,-e (fossily (otaly 1 000 tshnes 197 102 & 10
WASTE*
Waste to landfill leytonne 083 240 1956 1685
tonnes 310 1200 5304 7600
MANAGEMENT SYSTEMS
Environmental M3 Certificate ISD/EMAS 150 150 150
Col-systems Certificate PEFC/FSC PEFC/FSC PEFC/FSC PEFC/FSC
FORESTRY CERTIFICATION &
Certified (PEFC or FSC) % &5 66 83 89

¥ incides hest recoverad irom the production process

= Emissions from production. Internel iransport and purchased energy
2 Prodlction Waste (brosme sid Rorsmich

#1500 = 150 14000 EMAS = EU B menagsment and sudt schems

= Of the guantity roungivecd + sawmiltchips + purchased pufp
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CORPORATE SOCIAL RESPONSIBILITY

Walsum Albury Boyer l/
195 447 261 909 219840 144 385
o a7 45 s :’9; Bailt.
5 p 5 pYY ofay (Francer
0 o5 s} 0
R o] 5 0
74 0 36 5
2,91 2,40 200 345
sl 552 5.3 496 1. What iis the key for future success for your mill?
12 551 5 500 2. What makes your mill special, what is your mill's competitive
advalrtage?
139 1706 1941 1197
1. korder to maintain our position as Europe’s leading newsprint mill,
we st make contnuous irmprovements, find and implement new
150 108 366 567 solutions, develop alean and flexdbe organisation and create new
3508 2828 S044 5190 PEVBNLIS SITEaMms.
i 22 > i 2. Thermilis) dern, eficient and located in the heart of
. The il is large, modern, efficient and located in the heart o
705 749 216 524 Europe - with an arnbition to proactivaly shape our future | wolld
01 01 13 13 also emphasize our strong entreprenaurial culture and comrritied
11 34 286 185 people.
a7 45 518 n
19 12 114 nr.
0052 0,188 0.862 0,002
1124 2216 0351 0.883
230 630 267 131
o] 667 7006 652
0 1745 158606 941
ISOYEMAS 150 150 150
PEFC/FSC PEFC PEFC/FSC FSC
7 83 90 74

ANNUAL REPORT 204 NORSKE SKOG =)

24.10.2019 kI 22:07 Brgnngysundregistrene Side 45 av 140



- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

CORPCORATE SOCIAL RESPONSIBILITY

TO THE MANAGEMENT OF NORSKE SKOGINDUSTRIER ASA

INDEPENDENT AUDITOR’S REPORT

We have reviewed the snvironmental information pressnted
in Norsie Skog's 20¥% Annual Report, pages 16 - 35 ('the
Report™ The Report is the respongbilty of and has
besn approved by the management of the Company. Our
responsibiity is to draw a concusion based on our review,

We have based our work oh the international standard
I5AE 3000 "Assurance Engagements other than Audits or
Renfews of Historical Financial Information”, issued by the
International Auditing and Assurance Standards Board, The
objective and scope of the engagement were agreed with the
management of the Company and holuded those subject
rmatters on which we have concluded below.

Based on an assessment of materfality and risks, our work
included analytical procedures and interviews as well as a
revisw o a sample basis of evdance SUpPorting the subject
ratters,

End S

Ervind Skaug
State Althotized Publie Accountant

We balisve that our worlc provides an appropriate basis for us
1o conclude with a limited level of assurance on the subject
matters In such an engagerment, 1ess assurance s obtalned
than would bethe case had an audit-level engagement besn
performeac,

CONCLUSION

Based on our review, nothing has come to our attertion

£ausing us not to believe that:

« The emironmental aspects presented in the Report
comprise the most Sonificant ohes at corporate level.

Morske Skon has applied procedures, as summarised
onh page 36, for the purpose of collecting, compiling and
validating environmental data from its reporting units fior
nclusion in the Report.

The aggregated information accumulated as a result of
the procedurss noted above is consistent with the data
repotted from reporting units and appropriately reflected
in the Repart.

Gslo, M March 2015
Deloitte AS

%

« The envirehmental information for 201 reported from
a sample of two reporting units (Norsle Sion Sioon
and Norsle Skog Boyer was reported according to the
procedures noted above and was consistent with the
source docurmnentation presantad tous.

Morsice Skog applies & reporting practce for fts
environmental reporting aligned with the Global Reporting
Initiative: (GRIx Sustaihability Reporting Guidedines, version
G, reporting principles. The GRI Index referred to on page
36 in the Report appropriately reflects where relevant
infortnation on each of the elements and performance
ihdicators of the GRI guidelines is to be found within the
MNorsie Slog Annual Report 201, The UN Global Compact
table referred to on page 36 appropriately reflects where
relevant information is pressnted i the Morske Skog
Annual Report 20%.

Fods Do

Frarl Cahl
Deloitte Sustainabilty

ENVIRONMENT AND CORPORATE SOCIAL RESPONSIBILITY REPORTING

The environment report containg information which Norske:
Sy believes covers the materfal environmental aspects of
the valus chain of the company’s activities. Environmental
data for 2014 includes wholly owned paper mills which were
part of the aroup as at 31 December 2014,

Environmental data has been collectzd from the mills
using  established reporfhg  routnes. These  indude
monthly standardised reporting for the key environmental
data as well a5 a standardised collection of supplementary
information on an annual basis. The monthly reporting
includes producstion, consumpion of raw rmateals, enerdgy
consurmtion, emissions and discharges and waste, Data frorm
this reporting is collated by the environment rmanager onthe
group level in stancardised monthly reports to the comorate
management and to the board quartetly, The basis and
methodology for the reparting on greenhouse gas ermissions

3B AMNUAL REPORT 2014 MORSKE SKOG

and the Environrmental hdex is described on pages 27 and
28, The figures in the emvirohmental report are collated and
processad 1o make the pressntation of data as uniform and
practical as possibie.

Norske Skog also supports the work to develop a global
standard for reporting of sustainable development. We
therefore usethe Global Reportiing Initiatives (GRD guidelines
for reparting relating to sustainability as a tool Th our worle
1o report environmental and corporate respongbility. Our
reporting practics is, in olr view, for all practcal purposes
in Iine with the GRI reportihg routines. On our website,
{wwwinor skeskogcorm/or.aspy, there s a GRI table containing
references to where in the annual report relevant information
abaolrt thevarious aspects and indicators in GRI can be found.
In our opinion, our reperting for 2014 is in accordance with
level CORE of GRI-G4.

Norska Skog is commitbed to contribute to sustainable
dexveloprment. We have sioned the UN Global Compact, are:
members of Global Compact Nordiz Network (GCNND where
participants from Denmaric. Finland, Norway and Sweden
discuss common challenges and the irmplementation of the:
ten principles in the UN Global Compact. Thereis aUN Global
Cormpact table, with reference to whers in the anhual report
relevant information about the ten principles can be found.
on our website (wwwenorskeslkogcom/globalcompact.aspds
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REPORT OF THE BOARD
OF DIRECTORS

Norske Skog is one of the worlds leadihg producers of
newsprint and rmagazine paper with an annual production
capacity of three milfon tonnes. Around three quarters of the
group’s production capacity is located in Europe, consisting
of a relatively balanced portfolio of newsprint and magazine
paper. The remaining quartsr of the group's production
capacity consists of newsprint and magazine  paper
capacity located in Australagia. Historically, Norske Slog
has ohly prodused newsprint in Anstralasia, but through the
conversion of one newsprint maching at the Boyer mil in
Australia to magazine paper last year, the aroup is now also
in the magazine paper market Th the region. Norske Slog
is the sole domestic producer of newsprint and magazne
paper ih Australasia, Following the conversion, four fifths of
the: group's capacity in the region is nessprint,

The publication paper industry is mature and demand for
paper s in secular decling, with migration of acvertising
and content from print to digital media. Howeser, paper
has certain unigue characteristics i achieving attention
for advertising and readability for knowledoe transferral.
Recently, web only strategies from publiishers and retailers
have been overturned and print editions re-launched.
Furthermaore, paper s a renewable product, made from
recycled paper and orowing forests, with a competitve
carbon footprint compared to digital devices, No product
is more recyded than publication paper at 72%. The role
of paper is chanaing in the digital age, but paper remains a
unique and key mediunm.

The Ewropean economy has seen wealke growth since the
global financial orisfs in 2007, Imbalances withih the European
Union {EU» have made it challenging to adjust to the new
nottnal, as fiscal policies have besn country specific. while
monetary policy has been Eurozone wide, Governments
has thus strugaled to refgnite growth in the economy with
dermand stranaled by deleveraging and the Euro remalhing
oo strong to boost export activity, Political failure to
implement needed structural reforms has exacerbated the
problem. The publication paper dustry 1s cyelical through
advertisernent spending and demand for newspapers and
rmagazines, The businesscycls has thus amplified the sacular
dernand decline for publication paper. Reduced dermand has
led to capacity closures, as the industry has realigned the
supply side to a new and smaller market, The outlook for
the European sconomy is for continuad weale growth, The
business cydde effect should therefore be relatively neutral
in 2015, while already announced capacity dosures should
support the operating environment in the industry.

3B AMNUAL REPORT 2014 MORSKE SKOG

In Australasia, the demand dedine for newsprint levalled
out last year following a sionificant decreass in 2015
Strategic: shifts by publishers, in a region with historical
high paper usage per capita, led to the 2013 decrease. The
now converging level of paper Usage should therefiore lead
o a sitilar secular dacling in Australasia as i other mature
markets. Australasian demand for magazine paper decreased
slightly in 20

NORSKE SKOG IN 2014

Norske: Slkon generated awealc gross operating result in 201,
reflecting an oversupplied magazine paper market in Europe,
whichdeprassed marging and duets a prolohged ramip-up of
the new rmagazine paper raching at Boyer in Australia, The
delayed ramp-up led o a significant negative contribution
from the newly converted machine in 2014,

Norske Skog cofrpleted two large development projects
in 20¥%. At the Saugbrugs mill in Norway, a more eneray
effifent pulpihg faclity was commissioned, reducing
electricity Usage. And at Boyer in Tasmania, the conversgion of
oNne NEWSPHNt machine to coated magazine paper. gave the
aroup exposure toa new marlet in the region. To optimise
the usage of the mill stes, Norske Skog further facilitates
access for entreprensural initatves at several locations

In January 2014, Norske Skog divested its rermaining 49%
stake n Norsie Skog Pisa in Brazil to a consortium of Chilean
nvestors, The consortium had already bought a 5% stakein
Pisa in 2013, In 2012 the consortiurm acguired Nokske Skog
Bio Bioin Chile.

INCOME STATEMENT AND CASH FLOW

Norske Skogfs operating revenue in 20% was NOK £ billion
{NOK 13 billionin 2013 The reduction largely reflected lower
capacity Th the group following the closure of one machine
at Walsum in Germany in December 2013, the divestment
of the Shgbuti mill in Thalland in October 2013 and the
deconsolidation of the: Pisa mill in Brazil from July 2013,
Delivery volumes were down 1% to 26 million tonnes.

Gross operating eamings were NOK 801 rrillionin 2014 (NOK.
862 milion Depreciation was NOK 735 million in 2014 (NOK.
728 rrillicsriy

Restructuring expensas in 20% amountad to NOK 4 million
{NOK #5 milliony Other gains and losses in 20% were NOK.
S million (NOK 1100 milion

Operating sarnings were NOK 65 million i 2014 (NOK -11
billionx The imprevement reflected the neutral irmpact from
restructuring expenses and other gains and losses.

Financial items in 201 were NOK <1 357 million (NOK 1258
rillionx Net interest expenses wers NOK 601 millionin 2014
{NOK &1 milliory Currency losses, related to translation
effects on debt denominated in foreon currencies, were NOK.
500 rillion in 201 (NOK. 618 millioni, The loss resultad from
NOK depreciation through the year.

Incore taxes recoanised in the income staternent for 2004
armounted to NOK 245 million (NOK 500 million), The tax
charge reflected reducad defered tax assets in Norway and
France.

Loss for the period was NOK <15 billion in 2014 (NOK <18
billionx Earnings per share in 201 were NOK 7.9 (NOK =07,

Cash flow from operations, after change i worling capital,
paid iterest, restructuring activities and taxes, was NOK 200
rilion it 200 (NOK 68 million.

BALANCESHEET

Total assets were NOK 14.0 billion at 31 Decamber 20¥,
compared with NOK ¥.6 billion at 31 Decermbet 2013, The
reduction of NOK 0.5 billion largely reflected reduced worlking
capital as FX effects outwelghed depreciation. Total non-
CUPreht assets were NOK 107 billion at 31 December 201,
compared to NOK 106 billioh at 31 December 2013, Cash
investments in property. plant and equipment were NOK
274 rillion Tn 2004 (NOK 520 milliony The lower Trvestrent
leved reflected the completon of the development projects at
Saugbrugs and Boyer,

Total current assets were NOK 3.3 billion at 31 December
201, cormparad with NOK 4.0 billion at 31 Decarmber 2013,
The decreass was primarly dug to reduced worldhg capital,

Total ron-current Fabiftfes were NOK 8.5 billion at 31 Decamber
204, cormpared with NOK 8.8 billion at 31 December 2013

Net interest-beating debt increased by NOK 570 million
through 208 and amounted to NOK 74 bilion at 31
Decetrber 2014The increase reflected a non-cash currency
loss on debt denorninated in foreign currsncies. . During 2014
amounts were drawn on the accounts recefvable facilities
established in Norway, France and Austria and the NOK
bonds NSG15, 17 and 18 were repad
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Erjuity was NOK 13 billioh at 31 December 20¥%. cormpared
with NOK 2.2 billion at 31 Decermnber 2013, The decrease
reflected loss for the perfod, in partoffsat by apogitivecurrency
translation difference recorded in other comprehensive
income, Equity per share was NOK 7 at 31 Decerrber 20¥,
compared to NOK 1 at 31December 2013

The board confirms that the report of the board of
directors and financial statements give a true and falr view
of the commpany’s financial position. and that the financial
staternents have been prepared on the going cohcern basis,

DIVIDEND PROPOSAL

Based onwealcearningsand thecompany’s financial pesition,
the board recommends that ho dividend is disbursed for the
financial year 20¥%.

SEGMENT ACTIVITY AND MARKET DEVELOPMENT
Norske: Skog's reporting structure in 201 provided segment
information for publication paper Europe and publication
paper Australasia, Other activities largely comprise costs
above the segment level,

Dernand for newsprint and magazine paper declined i all
rarkets in 2014, World demand for newsprint and magazine
paper decreased by 7% and 3% respectively, The decrease
reflectad a wealc world econarmiy with the structural decliine in
mature markets amplified by the bushess cycle The outlook
for the world econormy has improved inta 2015,

As a response to the weak demand, capacty dosures
amounting to more than 2 milion tonnes of publication paper
were announced ih Europe and North America during 2014,

PUBLICATICON PAPER EURCPE

The segment ncludes the Norske Skog's newsprint and
magazing paper operations in Norway, France, Austria and
Germany. Anhual production capacity is 23 million tonnes.

Operating revenue was NOK @0 billion in 208 (NOK. G4
billion Grass operating earnings wers NOK 582million (NOK.
326 millionx The improvement reflected margin sxpansion
with higher prices for newsprint and lower costs following
from ongolng cost reduction efforts. Varfable costs were
refatively stable, Sales volumes were down 1% to 2.0 million
tohnes, following the dosure of ohe maching at Walsurm in
December 2018

Dermand for newsprint and magazine paper in Europe was

6% and 3% lower in 20¥%: respectively, compared to the year
before, Capacity utlisation for the aroug in Publication Paper
Elrope was 87% in 2014 (B0%x

PUBLICATION PAPER AUSTRALASIA

The ssament includss the group's newsprint and magazine
paper operations in Australia and New Zealand. Annual
production capacity is 0.7 milion tonnes.

Operating revenus in 2013 was NOK 32 billioh (NOK 3.9
billiony and gross operating earnings were NOK 287 million
{NOK BSE miliony. The reduction in gross operating eamings
resulted from a negative contribution from the new magazine
paper maching at Boysr due to a prolonged ramp-up
followdng conversion fror newsprint and divestrents, Sales
volumes declined by 24% to 0.6 milion tonnes, reflecting
divestments of Pisa in Brazil and Singbur! in Thailand,

Dernand for newsprint in Coeania decreased by 6% in 201,
while dernand for magazine paper decliined by 2%. Capacity
utilisation for the group in Publication Paper Australasia was
92% in 20 (B8%). when adjusted for the dowtytme at Boyer
during conversion inthe first quarter of 2004,

OTHER ACTIVITIES

Other activities consist mainly of unallocated group costs
and purchase and resale activities to the busihess units.
Negative operating earnings rmainly constitute a reduction
inthe value of energy contracts recoanised on the balance
sheet,

PROFITABILITY IMPROVEMENTS AND FINANCIAL
POSITION

Newsprint paper pricas increased into 2004 dus to a healthy
supply/dernand balance in the segment. Magazine paper
remained oversupplied during 204, Cost of materfals were
stable throughout the year, while fixed costs inftiatves
continued, Fixed costs for the droup was NOK 2.8 billion in
204, compared to NOK 3.0 billion the year before,

Several factors were favourable for the group when entering
2015, The convertsd maching at Boyer was opsrating in
accordance with its business plan and should therefore
provide a significant postive contribution to gross operating
earnings. Currency levels, with a weak NOK and strong USE
were positive for the group. Norsiee Skog has a large cost
basein NOK and all export business out of ELrope is invoiced
inUSD: The improved relative cost position should therefore
be margin enhancing. Lowsr enerdy prices was a further

REPORT OF THE BOARD OF DIRECTORS

benefit for the group as a large ensrgy consumen, Already
anhounced capacity closure. both in North Armerica and
Europe, should support publication prices when completed
during 2015, internationally and in Europe respectively.

During 2014, the board had full focus oh bond maturites
in 2016 and beyond, and considered several options. The
outcome of this was that on 22 January 2015, Norske Skog
launched two separate offers:

{i»an offering of EUR 250 million Senior Secured Notes (SShy
due December 2015 to achieve a broader refinancing and
debt extension of the groups capital structure and ¢ an
exchangs offer of exdsting notes.

On24 February 2015, Norsle Skog cormpleted the refinancing
of a porton of its bohd maturites through the Issuancs of an
oversubsctibed SSN of EUR 260 tillioh and the exchange of
exdsting bonds into new bonds with longer maturities, Norske:
Skog extended the maturitfes on a significant porfon of its
indebtedness, with new nates maturing in 2019 2021 and
2023 The new EUR 260 milion SSN mature ih December
2019 and s structurally senior to all refnaining exdsting notes
and notes izsued ih the exchange offer. The exchange notes
is structurally junior to the 55N, but structurally senior to
remmaining existing notes and rmature in 2021 ahd 2023, The
remaining existng notes s structurally junior tothe 85N and
exchange notes.

Following thess transactions, the capital structure of the
aroup has improved sionificantly through enhanced liguidity,
immediate de-leveraging and an exctended maturity profile.

The board of directors howevsr recoanises the challenging
markets that Norske Skog operates in with price and
currency uncertainty. The board of directors will thus have a
contnuous focls on cash generation through 2015 to ensure
sufficient liquidity for both dabt maturities and the operations
of Norsiee Skog, The ongoing inftiatives to improve cash flowe
from operations and the significantly enhanced liquidity
position of the group following the refinancing, should in
the opinion of the board of directors provide prudent cash
balances during 2015,

Despite this leverage remains high and requires improved

profitability. but the refinancing snablesthegroup to focuson
improving operations, cost infttiatives and capital effiiency.

ANNUAL REPORT 2044 NORSKE SKOG =
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ORGANISATION

BOARD OF DIRECTORS

Norske Sicogrs board ofdirectors consists of Jarke Roth (chaify,
Eilif Due Si Beate Hatlen, Karin Bing Orgland, Jon-Alesal
Torgersen and three employee-elected representatives Kietll
Baldcan, Paul Kristiansen and Svein Brilc Vefe, The board s
alected by the general mesting.

CORPORATE MANAGEMENT

Norske Skog's corporate management consists of Sven
Ornbudstvedt (president and CEC Rune Sollie (TR0, Roar
Zidefien (COOY and Lars P Sperre (SVP Corpotate Strategy
&Legaly

EMPLOYEES

Norske Skog had 2 942 ernployees at the end of 20, At
the: end of 2013, there were 3 237 employees, The reduction
during 2014 reflected the closure of ohe machine at Walsurm
in Germany in December 2013 and group wide ongoing cost
reduction intiatives.

HEALTH ANDSAFETY

Norske Skag aims to have 2ero injuries among employees.
Health and safetyis a corporate responsibility, followsd upby
the individual business units. All near misses and injuries are
reported in a global system. Experiences from every shgle
incident are shared with the entire organisation. The Hl-
valug, which repressnts lost=time injuries per million working
hours, was 057 in 20%. Norsiee Sion had an absence rate
due to sickness of 3.8% In 20k,

RESEARCH AND DEVELOPMENT

Norske: Siog's ressarch and developrment work is performed
at the fhdividual business units and in cooperation with
external research hstitutions. The work s coordinated
centrally, where the aim is to leverage syneraies and best
practices throughout the group. There s a continuous
focus on developing new paper products to mest market
expectations, An example is the ressarch at Saugbrugs on
howt to apply nano-cellulosz to mprove paper production,

GENDER EQUALITY, GENDER BALANCE ANDDIVERSITY
The paper industy has traditonally had few female
employess. The proportion of women in Norsie: Skog has
been stable at around 10% for many years.

Norske Skog's board of directors consists of five members
alacted by the sharsholders and three members slected by
and arong the employess, There are three men and two
wornen among the shareholder-alected members. All of the
employes-elected representatives are men. An excedtion
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from the gender balance requirement for employee-elected
board members is granted for cormpanies with a total famale
percentage of 16ss than 20%. Norske Siog complies with the
requirernent for gender balance on boards of Norwsoian
public irmited cormpanies.

EMPLOYEE REPRESENTATIVES

Norske: Skog signed a renewal in 20153 of the global employee
rights agreerment with Norweaian Federation of Trade Unions
and the International Federation of Chemical, Energy. Mine
and General worlers unions ACEM)

COCPERATION PROJECTS

Norske Skog and the emvironmental foundation Bellona
have signed a partnership agreement to create a more
envronmentally-frisndly supply chain, The collaboration aims
1o reduce the environmental fmpact of current production,
utilising logs in a better way and finding the Haht commencial
environmental solutions for production of bio-energy and
bio-waste.

RISK MANAGEMENT

Norske Siog perfortns an annual EnterpriseRisic Management
{ERM} evaluation based on reports from all operating units
and corporate functions The report s presented to the
board and {5 part of the group's sk management activities,

Themain risk exposures for the group are nked to price and
volume developrments for newsprint and ragazine paper
and the costs of key input factors such as energy and fibre
Currsncy rmovements and devalopments in the broader
economic: climate rernain the largest uncertainties impacting
all ofthe above. High financial leverage inthe group amplifies
the business sk,

Norske: Skog's operations are concentrated onthe production
of newsprint and magazine paper in Europe and Australagia.
Exposure to both newsprint and rmagazine paper gives
product related diversification and two distihct business
systemns prowide geographic: diversification,

Norske Skog is not vertfcally integrated and has to source
input factors from third parties. The supply of thess input
factors is larely covered by long-term contracts which
reduce cost fluctuations.

Financial risk rmanagement includes currency and liquidity
panning. The balance sheet issecured by matching currency
denominaton of debt and assets. Norske Skog has bonds
outstanding issued in EUR and USD, reblicating cash flows

frorm the European assets and the export busihess outside
Europe. The interest rates on these bonds are largely fied,
providing predictability. Liguidity is ensured by a sufficient
cash balance and open credit lines linked to accounts
recefvables (AR facilities.

Norske Skog performs credit evaluations of counterparties.
The group's general insurance is managed centrally through
a well-established nsurance prograrmme.

Risic factorsare further discussed inNote 8 in the consalidated
financial statements. Corporate governance is described in a
separate section of the annual report.

ENVIRGNMENT

Norske Slaog sets erwironrmental targets for each individual
production unit, with clear procedures for perforrance
reporting. The groups annual report is prepared in
accotdance with the Global Reporting Initiative (GRI. In
2003, Norsle Skog signed the UN Global Compact treaty,
for compliance with the principles of human fohts, employee
rghts, the environment and ant-corruption work, All of
Norske Sloa'sbusiness units are cartified in accordance with
1501001, For further details of Norsle Slcog's GRIand UN
Global Compact reporting, please see Norske Son's websits,
WWWINOrSkeskog ooy responsii ity

RESOURCES AND GREENHOUSE GAS EMISSIONS

Use of recovered paper 1s an important part of the group’s
energy and climate worlk, Recovered paper requires less
enatay in the production procass than wood, and thereby
reduces greenhoUse 0as emissions.,

Norske Skog pricritises the procurement of logs and wood
chips from certified forestry, The company’s procurement
policy is that all wood must comne frorm sustainable forests, All
of Norske Skon business units have traceability certificates
to document the origin of wood,

Norske Skog has determined to reduce its gresnhouse
0as efnissions by 25% from 2006 to 2020. The reduction
target includes direct greenhouss das emissions from paper
production, and ihdirect ermissions from purchased slectricity
and heat. The goal will be achieved through a combination of
energy conservation and uss of alternative energy sources

CGUTLOCGK FOR 2015

Publication paper prices in Europe were relatively stable into
2015, beyond certain foreign exchange effects, particular
in the UK market. The market balance for newsprint and
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magazing paper is epected to Mprove nto the second
half of 2015, when already announcad capacity closures in
the Thdustry have been completed. We find it prudent to
emphasize the uncartainty related to these forecasts, due to
boith volatile markets and currency fluctuations.,

Paper prices in Australasia are to a large degree stable
reflecting long term pricing contracts and a large looistical
disadvantage for non-domestic: producers. Export volurmes
for newsprint out of Alstralasia track intermatonal prices in
Asiaandisstill expected to be challenging.

The new magazine paper machine at Boyer in Australia
should give a significarty positve contribution to gross
operating eamings in 2015, Last year the machine was a
significant negative contributor due to a prolonged ramp-up.

Variable costs for the group are expectsd to remain relatively
stable. Fized costs initiatives conthus.

NORSKE SKOGINDUSTRIER ASA

(THE PARENT COMPANY}

The activities of Norsike Sioaindustrisr ASA consist primarily
of corporate functons and shared service activities for other
Norwegian entities in the group. There has been Sionificant
downsizing at the corporate headguarters during recent
years, This was reflected in the company’s lower smployss
benefit expenses and other operating expenses.

Financial ftems armounted to NOK <178 million i 2014, This
itern included reversal of prior years impaiment 1osses
redated to carrying value of sharesin subsidiaries of NOK 568
million and dividends from subsidiaries and other companies
of NOK 755 milllion. Reversal of prior vear's impairment losses
of shates in subsidiaries was a consaquencs of increased
values of the underlying assets. Financial items also incuded
net interest costs of NOK 578 million and negative currency
affects of NOK 803 million. Income taxes is reated to
deferred tax asset. which has besn expensed during 20,

REPORT OF THE BOARD OF DIRECTORS

Due to uncertaity related to the timing of utilisation of tax
loss carry forward, a significant part of the deferred taasset
was expensed in 2014

Net cash flow from operating activites in the parent
company was negative with NOK 486 million in 2014, This
armeunt was very much impacted by financial payments of
NOK 624 million.

At the end of 2014, Narske Skoaihdustrier ASA had 58
amployess. of which 18 were women.

LOSS ALLGCATION

The net loss for the vear for Norske Siogindustrier ASA
(the parent companyy in 20% was NOK =836 million which
has been allocated in its entivety to other paid-in equity.
Distributable equity in Norske Skooihdustrier ASA amounted
o NOK 061 million at 31 Decernber 201,

SKEAYEN TN MARCH 2015 - THE BOARD OF DIRECTORS OF NORSKE SKOGINDUSTRIER ASA
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FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

CONSOLIDATED INCOME STATEMENT

NOK MILLION NOTE 2004 2013
COperating revenue 3 12150 13 330
Cistribution costs <1248 -1 358
Cost of matetials <7228 -5017
Changein inventories -30 -45
Employee benefit expenses 12 -19058 =2 002
Other operating expenses 14 -235 -1 Ol4
Gross oparating sarnings 801 862
Depreciaton 4 735 J25
Restructuring expenses 20 -4 145
Other gains and losses 16 3 -1 100
Irmpairmnents 4 o] Q
Oparating sarnings 85 1111
Share of profit in associated cormpanies 1% 1 26
Financial items 5 -1357 -1288
Profit/loss before income taxes -128d -2 344
Incore taxss 17 213 500
Profit/loss -1 504 -1 844
Profit/loss attributable to:
Owners of the parent -1 504 <1844
Non-controlling interests 21 0 4]
Basic/diluted earnings per share (NOK 22 790 o871
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
NOK MILLION 2004 2013
Profit/loss -1 504 -1 844
Other comprehensiva income
ftems that may be reclassified subsequently to profit or loss
Currency transtation differences G647 140
Tax expensa oh translation differences 182 -30
Hedge of netinvestmant in forsian operations <151 243
Tax expensea on net investment hedoe 10 -4
Redlassified translation differsnces upon divestrent of forefon operations 1 21
Reclassified hedaing gain/loss on net investment upon divestment of foreign operations o] 361
Tax expenss oh reclassifications 0 101
Other items -7 1
Tax expense on other items ] a
Total [:4 <178
ftems that will not be reclassified subsequently to profit or loss
Remeasurements of post employment benefit obligations -88 52
Tax effect on remeasurements of post employrment benefit obligations 20 1
Total -8 53
Other comprehensive income 614 122
Comprehensiva income =850 -1 966
Comprehansiva income attributabla to:
Owners of the parent -800 -1 067
Non-controlling interests 0 1
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COMSOLIDATED FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

CONSOLIDATED BALANCE SHEET

NOK MILLION NOTE 31422014 3.12.2002
Assats

Deferred tax asset 17 508 541
Intangible assets 4 92 152
Property. plant and equipment 34 9180 9025
Investments in associated companies 13 420 55
Othet non-current assets 10 357 200
Total noh-currant assets 10686 10611
Inventorfes 318 1334 1274
Trade and other receivables 10 1209 1574
Cash and cash equivalents 8 710 1015
Othier current assets 18 39 141
Total current assats 3291 4005
Total assets 13 977 14 617
Shareholders’ aquity and liabilities

Pald-in equity 12302 12 302
Retained earnings and other reserves 22 117 10127
Non=controllitg intsrests 21 O a
Total equity 1285 2175
Pension obligations 13 &20 714
Deferred tax liability 17 415 302
Interest-bearing non-current liabilites 611 7 004 60973
Other noh-current liablitfes 18 62 2]
Total non-current liabilities & 931 & 779
Interest-bearing current abilties 11 1267 1 044
Trade and other payables 18 2172 2 040
Tax payable 17 13 32
Orther current liabilites 18 309 540
Total current liabilties 3761 3662
Total liabilites 12692 12 441
Total equity and liabilities 13577 14 617

SKEYEN 1 MARCH 2015 - THE BOARD: OF DIRECTORS OF NORSKE SKOGINDUSTRIER ASA
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CONSOLIDATED FINANCIAL STATEMENTS NCRSKE SKOGINDUSTRIER ASA

CONSOLIDATED STATEMENT OF CASH FLOWS

NOK MILLION NOTE 2004 2013

Cash flow from operating activities

Cash gensratad frorm operations 12 562 13 490
Cash usedin operations 11573 12 745
Cash flow from currency hedges and financial items -0 &
Interest payments received 5 13 22
Intsrest payments made 5 661 -G650
Taxes paid 42 56
Net cash flow from operating activities 3 200 =3

Cash flow from investing activites

Purchases of property. plant and equipment and intanaible asssts 3.4 D7 -520
Sales of property, plant and equipment and intangible assets 4 23
Dividend recelved 5 1 15
Purchase of sharesin companies and other financial payments -5 &5
Sales of sharesin companies and other financial payments 325 387
Nzt cash flow from invasting activities 48 -168

Cash flow from financing activities

New loans raised 569 873
Repayments of loans -1 208 -1 024
Purchase/sale of treasury shares 0 0
Net cash flow from financing activities -840 -151
Foreign currency effects on cash and cash equivalents =31 T
Total change in cash and cash equivalents -306 A7
Cash and cash equivalents 1 January 1015 119
Cash and cash equivalents 31 Decsmber pals] 1015

b Reconciliation of net cash flow from operating activities

Profit/1oss before income taxes 1290 -2 4
Depreciaton/fmpairments 4 735 il
Share of profit in associated companiss 19 -1 26
Gains and losses from divestment of business activities and property. plant and equipment 16 17 178
Taves paid ~42 -B5
Change in trade and other recefvables &2 151
Changein inventores 21 %
Change in trade and other payables 37 23
Change in restructuring provision -148 23
Financial iters with no cash impact &10 637
Gains and losses on commadity contracts and embedded derivatives 16 =42 07
Adjustinents for items with no cash impact -107 -143
Neat cash flow from operating actvities 200 68
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COMSOLIDATED FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

CONSOLIDATED STATEMENT OF CHANGES IN GROUP EQUITY

TOTAL

BEFORE NON- NON-

PAID-IN RETAINED HEDGE CONTROLLING  CONTROLLING

NOK MILLION EQUITY EARNINGS  ACCOUNTING INTERESTS INTERESTS
Equity 1 January 2013 12 302 -8 361 37 <116 4142 o 4151
Profit/loss 0 <1844 s} s} -1 844 0 <1844
Other comprehensive income a Q -507 385 123 1 122
Change innon-cottroling interast - divested operations a O 4} 4} o] <10 <10
Equity 31 Dacember 2013 12 302 -10 205 <190 269 2175 ] 2175
Profit/loss o] -1 504 0 0 -1 504 o] -1504
Other comprehengve income a u] 141 755 614 a &1
Equity 31 Dacember 2014 12 302 -1 705 =33 1023 1285 0 1285
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COMSOLIDATED FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Norske Sogindustrier ASA (the company™ and its subsidiaries (ogether “the group™
manufacture, distrbuts and sall publication paper, This cludes newsprint and magazne
paper. The group has nine fully and partly owned mills in seven countries.

Norske Skogindustier ASA is ihcorporated in Norway and has its head office at Skayen
outside of 0510, The comipany s listed o the Oslo Stock Exchange The consoldated financial
staternents were authorised for issue by the board of directors in Norske Slogindustrier ASA
on 't March 2015,

The annual financial Statements ars presented i English only.

Al armounts are presented T NOK million unless otherwise stated. There rmay be some small
differences in the summation of columng and rows due to rounding.

The table below shows the: average un-weihted monthly foreign exchange rates applied in
the: incorme staterment {20¥% and 2013y and the closing exchange rates (31 December 2014
and &1 December 2013 applied in the balance shest for the most frportant currencies for the:
Norske Skag grol

Income statement Balance sheet

2014 2013 422004 3.
AUD 565 565 6,09 543
EUR 836 781 9,04 835
GBP 1037 919 11.57 1005
NZD» 522 482 583 500
ust &30 587 743 608

2 ACCOUNTING POLICIES

The principal accountng policies applied in the preparafon of the consolidated financial
staterments of Norske Skogindusttier ASA are set out below. The policies have been
consistently applied to all periods presented, unless otherwise stated.

The consolidated financial statements are presentad ih accordance with Intemational Financial
Reporting Standards AFRS) and interpratations from the IFRS Interpratations Committes
{FRIC) as adopted by the European Union (EUs They have been prepared under the historical
cost convention, as modified by the revaluation of biological assets, avallable-for-sale financial
a55ets and financial assets at fair value through profit or loss.,

CONSOLIDATION

&) Subsidiaries

Subsidiares are all entities over which the group is desmed to have control, The group will have
control if it has the power to aovem the finaneial and opsrating policies, and has exposure to
and the pawer to affect variable returns, Control is generally accormpanying a sharsholding of
more than half of the voting rights.

Subsidiaries are fully consolidated from the date at which control is transferred to the group.
They are de-consolidated from the date onwhich such control ceases.

Intsrcompany transactions, balances, hcome and expensas on transactions betwieen group
COMPanies are eliminated. Profits and losses resulting from intercormpany transactions that
are recognised inassets are also eliminated, The accounting policies of subsidiaries have been
amended where necassary to ensure consistency with the: policies adopted by the group.

50 ANNUAL REPORT 2094 NORSKE SKOG

by Chanige in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in less of control are accounted
for as equity transactons. Upon further acquisition of shares in subsidiarfes from non-
controling interests, the difference between the fair value of any congideration paid and the
redevant share acouired of the carrying value of net assets of the subsidiary, is recorded in
erUity, Gaing or losses on disposals to non~controlling interests are also recorded in equity.

) Disposal of subsidiaries

When the group ceases to have control, any retained interest in the entity is re-measured to
its fair value at the date when control s lost, with the change in carrying armount recoghised
in profit or loss, The fair valus is the initial carrying amount for the purpeses of subsscuently
accounting for the retained interest as anassociate joint venture or financial asset. In addition,
any amounts previousty recognised in other comprehensive Theome in respect of that entity
are accounted for as if the group had directly disposed of the related assets or iabilities, This
Ay mean that amounts previously recodnised in other comprehensive incomears reclassifisd
to profit of loss where appropriate.

dy Associates

Associates are all entities over which the group exercises sianificant influence but not control,
generally accompanying a sharsholding of 20% to BO% of the voting Hohts. Ihvestments
in associates are acceunted for using the equity method of accounting. The vestment is
initally recognised at cost, and the carrying amolnt is increased or decreased to recognise
the Investor's share of the profit of 1065 of the investes after the date of acquisition,

The group's share of post-acquisiion profit or 108s is recognised ih the thcome staterment
as Share of profit in associated companies and is assigned to the carryng value of the
investrent, together with the aroup’s share of other cormprehensive income in the associated
cornpany. When the group's share of losses in an associate equals or excesds its interest in the
associate, hcluding any other unsecured recelvables, the group does not recognise further
lossas, Unless it hasincurrad obligations of made payments on behalf of the associate

Profits and losses resuling from transactions between the group and its associates are
recognised in the consolidated financial statements only to the extent of unrelated frvestors’
interests i the associates

At each reporting date, the group determines whether there is any objective evidence that
theinvestrment in the assodiate (s impaived. If this s the case, the group calculates the amount
of imipairment as the difference betwesn the recoverable amount of the associate and its
carrying valug, and recognises the amount as Share of profitin associated companies.

Dilution gais and losses arising in iivestrments Th associates are recogriged in the Tncome
statement. If the cwnership interast in an associate is reduced but sionificant influence
is retained, only a proporfionate share of the amounts previously recognised in other
cornprehensive ncome is reclassified to profit or loss whers appropriate.

SEGMENT REPORTING

Reportable segments.

Theactivities in the group are divided into two operating seoments: publication paper Europe
and publication paper Australasia, The segment structure s i line with the aroup's operating
maodel implementad Th 201, The operating segments are repotted in a manner consistent
with the internal reperting provided t the chief oparating decision maksn The chisf operating
decision maler, who is responsble for allocating resources, rmalkdng strategic: decisions and
assessing performance of the group’s mills, has been Tdentified as corporate management.
The mills have a direct reporting ine t corporate management.

Accounting policies applied in the sagment reporting
Recogrition, measurement and classification applied in the segment reporting are consistent
with the accounting principles applied for the consolidated income statement and balance
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shest, The option in IFRS 8 allowing different accounting policies to be applisd inthe ssament
reporting and group reporting is, for transparency reasons, not applied in Norske Skog,

Performance measurement

The aroup 35825555 the per formancs of the operating Segrments basad on a measurs of gross
operating earnings. Thesa items exdude the effects of expenditure not deemed to be part of
the: regular operating activiies of the segment, such as restructuring expenses, impairments,
gains and losses from sales of non-current assets and changes in fair value of certalh energy
contracts, embedded derivatives in snerdy contracts and biological assets.

Intercompany transactions

The revenue reported per operating seament includes both sales to external parties and
sales to other ssgments. Intra-sagment sales are sliminated in the consolidated financial
staternents. All sales transactions between operating segments are cartied out at arm’s length
prices as it sold of transferred to hdependent third parties.

FOREIGN CURRENCY TRANSLATION

& Functional and presentational currency

terns induded inthe financial statements of each of the: group's entities are measured using
the: currency of the primary economic: location in which the entity operates (the “functional
currency™ The consolidated fihancial statements are presanted in NOK, whith is both the
functional and presentational currency of the parent company.

b} Transactiohs and balances

Foreign currency transactions are transhated inte the entity’s functional currency using the
exchange rate pravailing on the date of the transaction, Foreign exchange gains of 105525
resulting frorm the settlement of such transactions and from thetranslation of monetary assets
and lfabilties denominated in fareign currencies at year-end exchange rates are recogrised in
the ihcome statement. Gains and losses subject to hede accounting and relating to currency
positions cualifying as net investment hedges and which are hedge accountsd, are booked as
part of comprenensive income,

Exchange differsnces arising from the setlement of accounts recelvable/payable and
unrealised gainsAosses on the same positions are recognised in Operating revenue/Cost of
materials respectively. Exchange differences arising from the settlement of other items are
recognised within Fnancial items.

Foreign exchange gains and losses that relate to borowings and cash and cash squivalents
are presented in the income statement as Fnancial items.

£ Group companies.

The results and financial position of all aroup entifeswhich havea functional currency different
from the presentational currency are translated into the presentational currency as follows:

I. Agsets and liabilites for each balance shest presented are translated at the closing rate
at the date of that balance shest, i Income and expensas for sach income Staternent are
translated at average exchange rates, i All resulting exshange differences are booked to
comprahensive incorme and presented inother equity reserves.,

On consolidation, exchange differences arising from the transation of the net investment in
foreign entities. and of borrowings and other currency instruments designated as hedaes of
suchinvestrments, are booled as part of comprahensive income and prasented in other equity
resetves. When a forefgn operation is fully or partially sold, such exzhange differences are
booked out of comprehensive income and recognised Th the income statement line Other
aains ahd 105585 a5 part of the gain of 1085 oh sale

PROPERTY, PLANT AND EGAPMENT

Land and bulldings cormprise maimly mills, machinery and office premisas. All property,
plant and equipment (PPEY is shown at historical cost 1655 subsequent depraciation and
impaltments Historical cost indudes espenditure directly atiributable to the acquisition of
the: ftemis. The residual value of production equibment is defined as the realisable value after
deducton of the estimated cost of dismantling and removal of the assst F the estimated cost
exteeds the estimated value, the net liability is added to the cost of the related asset, and a
prowvision is recognised as a liability in the balance shest.

Borrowing costs, which are directly related to qualifying asssts are recognised as part of the

CONSOLIDATED FINANCIAL STATEMENTS NCRSKE SKOGINDUSTRIER ASA

acquisition cost for the qualifying asset,

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when Tt is probable that future economic benefits associated with
the item will flow tothe group and the cost of the item can be measured reliably, The carryihg
amount of the replaced part is derscognisad. All other repai and maintenance costs are
charged to the incorme: staterment during the financdial period inwhich they are incurred,

Land is not depreciated, Depreciation on other assets is calsulated usihg the straight-line
method to allocats theit cost or revalued amounts to their residual values over their estimated
useful lives,

The residual value and useful life of property, plant and equipment are reviewed and
adjusted. Impairment test of property. plant and equipment are performed annually of more
frequently if indicators of impairment are identified. An asset’s camying amount is written
dewen immediately to its recoverable amount if the asset's carrying amount s greater than its
estimated recoverable amount,

Gains and lossas on disposals are determined by comparing the proceeds with the carrying
amaunt, and hcluded i the Thcome statement line Other gains and losses.

BICLOGICAL ASSETS

Biologizal assets are measured uponinftial recoonition and at the end of each reporting period
at fair value less estimated point-cf-sale costs, unless fair value cannot be relfably measured.
A gain of loss arising on inftial recognition, and from changes in fair value during a period,
is reported in net profit or loss for the period in which it arises, When fair value cannot be
rediably estimated, the asset is measured at cost less any accumulated depreciation and any
accumulated impairment losses.

INTANGIBLE ASSETS

ay Goodwill

Goodwill represents the excess of the cost of an acouisition over the fair value of the aroup’s
share of the net identifiable assets of the acquired subsidiary at the date of acquisition.
Goodwill on acquisitions of subsidiaries is included inintangible assets, Goodwill is tested
annually for impairment and carfed at cost less accurnulated impairment lossas, Impairment
lossas on goodwill are not reversed.

Goocwill 15 allocated to cash-generating units for the purpesse of impairment testing, The
allocation is made to those cash-generating units or groups of cash-generating units that are
expected to benefit from the busihess combination inwhich the goodwill arose.

b} Patents and licehses

Patents and licenses have a finite useful Iife and are recoonised at historical cost less
accumulated amortisation. Armortisation is calculated using the straight-Ine method to
allocate the cost of patents and licences over their estimated ussful lives

¢ Cornputer software

Acquired computer software litences are capitalised on the basis of the costs Theurred to
acquire the specific software and bring it inte uss, and amortsed over their estimated ussful
lives, Costs associated with maitaining computer softwars are recoanised as an expenss as
they are incurred. Costs which are directly associated with the development of identifiable and
unitue software products controlled by the aroup, and which are likely to generate econormic:
benefits exceading thecosts beyvond one year, arerecognised asintanaible assets, Directcosts
include the costs of software developmant porsonnel and an appropriate portion of relevant
ovatheads. Computer software developrment costs recognised as assets are amortised over
thelr estimated useful ves.

IMPAIRMENT OF NON-FINANCIAL ASSETS

Intangible assets, which have an indefinite usaful Iife, for example goodwdll, are not subject to
amartisation, but are tested annually for impairment. Assets that are subject to amortisation
are tested for impairment whehever events of changes in crcumstances indicate that the
CATYING armouUNt friay not be recoverable, Animpaitmsnt 105S s recognised for the amount by
which the: asset’s carrying amount esceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs to sell and its value in use. For the purpose:
of assessing impairment, assets are arouped at the lowest level for which cash flows are
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separately identfiable (cash-generating Unitsk At each balance sheet date the possibility of
reversing impairment lnsses in prior periods is evaluated (escept for goodwillx

NON-CURRENT ASSETS (OR DISPOSAL GROUPSY HELD FOR SALE

Non-current assets (of disposal groupsy ate dassified as assets held for sale when theilr
carrying amount s to be recovered principally through a sale transaction and a sale is
considered highly probable. They are stated at the lower of carmyihg amount and fair value
less costs to sell.

FINANCIAL ASSETS

The group classifies its financial assets in the following categories: at fair value through profit
orloss, loans and receivables, and availablefor sale This classification depends onthe purposs
for which the financial assats were acquired, Management determines the classification of its
financial assets at initial recognition and re-evaluates this desionation at every reporting date.

a) Financial assets at fair value through profit or loss.

This category has two sub-categorios: financial assets held for trading. and those designated
at fair value through profit or loss at inception. A financial asset is dassified in this category if it
was acquired princpally for the purpose of short-termn sale or if so designated by managerment.
Derivatives are also categorised as held for trading unless designated as hedges Assetsinthis
category are classified as current asssts if they efther are held for trading of are expected to
be realisad within 12 months of the balance sheet date.

Non-financial commodity contracts where the relevant commodity Ts readily corvertible to
cash, and whers the contracts are not for awn use, fall withih the scope of IAS 3% Financial
Instruments - recognition and measuremsnt. Such contracts are treated as derivatives in
accordance with I1AS 3%, Norske Sicon has a long-term energy contract in Newe Zealand that
is treated as a derivative and measured at fair value through profit or loss. Furthermore, the
enerdy contracts in Norway are nominated i EUR and contain smbedded derfvatives that
are recoanised at fair value through profit o 10ss. See Notes 7. 8 and @ for more information.
Comrmodity contracts within the scope of 1AS 38 are dassified as current assets, unless they
are expected to be realised more than 12 months after the balance sheet date. In that case,
they are classified as non-cUment asseats,

b} Loans and receivables

Loans and recelvablesare non-dervative financial assatswith fived of determinable payments,
which are not guoted in an active market. Loans and recelvables maturing less than 2 months
after the balance shest date are classified as current assats and presented as Trade and other
receivables or Cash and cash equivalents in the balance shest, Kems maturing later than 12
months after the balance sheet date are presented within Gther non-current assets.

©r Available-for-sale finahcial assets

Available-for-sale financial assets are non-derivatives, which are efther desionated in this
category of not classified in any of the other categories. They are included in non-current
255015 Unless management ntends to dispose of the investment within 12 months of the
balance shest date.

DERIVATIVES AND HEDGING

Derivatives areinitally recognissd at fair value on the date a defivative contract is entered into
and are subsequently re-measured at their fair value The method of recoanising the resulting
gain or loss depends onwhather the: derivative is desighated as a hedaing instrument, and if
50, the nature of the ftem being hedged. The group designates derfvatives as eithen

a» Hedging of a net investrment in a foreign operation (et investment hedges
b Derivatives at fair value through profit or loss.

Upon inception of a transaction, the group documents the relationshin between the hedging
instruments and the hedgad items, as well as its risk management objectives and strateay
for undertaking various hedging transactions. The group also docurments its assessment of
whether the derfvatives that are used are highly effective in offsetting changes ih fair values or
cash flows of hedged items. This assessment is documentsd both at hedge inception and on
an ongoing basis through the hedaing period.

Arccounting for derfvatives follows the ihtentions underlying the associated contract. At the
time a contract is entered into, itis defined as either a hedaing or a tracing contract,
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a) Net investment hedge

Gains and 0sses on the hedaing strument relating to the effective portion of the hedae are
recognised directly inother compreshensive incorme The gain or loss relating to the ineffective
porton is recognised fmmediately T the thcome statement ine Financial items. Gains and
losses accumulated in equity are included in the Income statement when the forelgn operation
is disposed of o sold,

by Derivatives at fair value through profit or loss
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value
of any of these derivative instruments are recognised in the income statsment.

The falr value of quated investrnents is based on the current mariet price. i the market for a
financial asset is not active, the group applies valuation technicues to establish the fair value.,
Thess include the use of recent ant's length transactions, referencs to other struments
which are substantially the: same, and discounted cash flowe analyses defined to reflect the
Issuer'sspecific circumstances. Falr value Theludes theimpact of credit risk and the adjustrment
for credit sk is dependent on whether the detivative is in the monsy (asseth of out of the
rrohsy abilitys Gee also Note G

SHARES, BONDS, CERTIFICATES, BILLS, ETC.
Shares, bonds and certificates classified as financial asssts at fair value through profit orloss
are valued at matket value, with changes in fair value recoanised in the income statement.

CASH AND CASH EGUIVALENTS

Cash and zash equivalents include cash in hand, deposits held at call with banks and other
short=termm, highly liquid investments with original maturities of three months of less, Drawn
bank averdrafts are shown as Interest-bearing current liabilities in the: balance shest,

INVENTORY

Invertories are stated at the lower of cost and nat realisable value. Cost is deterrmined using
the first-in, first-out (AFCH method, or average purchase price. The cost of finished goods
and work Tn progress compises raw materfals, direct labour, other direct costs and related
production avarheads{basad oh notmal opserating capacityh, It excludes borrowing costs. Net
realisable valug is the estimated selling price in the ordinary courss of business, less applicable
variable seling expenses.

TRADE RECEIVABLES

Trade receivables are amounts dug from customers for merchandse sold of services
performed in the ordinary course of business. Trade receivables are inifially recognised at
fair value and subsequently measured at amorised cost using the effective interest method,
less provision for impairmett. A provision for impairment of trade recelvables is established
when objective evidence exists that the group will be unable to collect the entire amount
due in accordance with the ofginal terms of each receivable, Sonificant financial difficulties
of the debtor, probability that the debtor will enter bankruptey, and default or delinquency
in payments are considered indicators that the trade receivable is impaired. The amount of
the provision is the difference between the asset’s carrying amount and the present value of
estirnated future cash flows, discounted at the effective interest rate.

TRADE PAYABLES

Trade payables are obgations to pay for goods o sarvices that have been acquired in the
ordinary course of business from suppliers. Trade payables are recoonised inftially at fair value
and subsequently measured at amortised cost using the effective interest method.

BORROWINGS

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings
are subsecquently carrfed at amortised cost. Any difference between procesds (het of
transaction costsy and redemption value is recognised in the income statement over the
period of the borrowing, using the effective interest method.

Fess paid on the establishment of loan facilifes are reconnised as transaction costs of the
loan to the extent that it is probable that some o all of the facility will be drawn down, h
this case, the fee is deferred until the drawdown occurs, To the extent thers is no evidence
that it is probable that some or all of the: facility will be drawn down, the fee is capitalised as
a prepayment for Fouidity services and amortised over the perfod of the facility to which it
redates.
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Borrewings are classified as current liabilities. unless the aroup has an unconditional right to
defer setflement of the liability for at least 12 months after the balance shest date. Interest
costs are recognisad in profit or loss Th the perfod inwhich they are ncurred.

BOND LOANS

The value of bond loans in the balance sheet s reduced by holdings of Norslke Sicog bonds.
Amnounts above or below amortised costs upon buy-back are recoonised in the ncome:
staternent in the same period the buy-back occurs.

CURRENT AND DEFERRED INCGME TAX

The groups income tax expense includes current tax based on taxable profit Th group
cormpanies, change of deferred ncome takes for the financial period and adiustrnents to
previous periods. Tax is recogrised in the income statement. except to the extent that it
refates to items recoonised in other comprehensive income of directly in equity. In this case,
the: tax s also recognised in other comprehensive income or directly n equity, respectively.

The tax charge is calculated on the basis of the tax laws enacted of substantivaly enacted
at the balance shest date in the countries where the company’s subsidiaries and associates
operate and generate taxable income,

Deforred tax is provided in fll, using the liablity method, on tempaorary differences arising
betwssn the carrying amount of assets and liabilities in the consolidated financial statements
and their tax bases.

Deforred tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the deductible temporary diffierences and unusad tax losses
can be utilised. Deferred tax assets are offset agaihst deferred tax Fabilities when the deferred
tax assets and Fabiites relate to income taxes lewfed by the sarme tasation authority and there
is a legally enforceable Fight to sat-off current tax assets against current deferred tax liabilites.,

PENSION OBLIGATIONS, BONUS ARRANGEMENTS AND OTHER EMPLCYEE BENEFITS
a) Pension obligations.

Group companies operate vatious pension schemes Thess are generally funded through
payments to insurance companies, as detertnined by periodic actuaral calculations. The
aroup has bath defined benefit and defined contribution plans.

Adefined benafit plan is ohewhich defines an amount of pension benefit that an employes will
recaive on retirement. usually dapendsnt on one of more factors such as age, years of service
and cormpensation,

The liability recognised in the balance sheet in respect of defined benefit pension plans is the
present value of the defined benefit oblination at the balance shest date less the fair value of
pan assets. The defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash outficws using interest rates of high
quality corporate bonds which are denominated in the currency in which the benafits will be
paid. and which have terms to maturity approximating to the terms of the related pension
liability, or alternatively a governrment bohd interest rate if such bonds do not exdst.

Actuatial gains and losses arising from experience adjustments and changes in actuarial
assumitions are charged or credited to equity inother comprehensive incame in the perod in
which they arise. Past-service costs are recognised immediately inincorne.

A defined contribution plan is a pension plan under which the group pays fixed contrbutions:
into a separate entity. These contributions are made to publicly- or privately-administered
pendon Thsurance plans on a mandatory, contractual or voluntary basis. The group has no
further payment obligations ohce the contributions have been made These contributions are
recognisad asah employse bensfit expense in the period the contribution is related to. Prepaid
contributions are recognised as an assat to the extent that a cash refund or a reduction inthe:
future payments is available.

b} Share-based remuneration

Up to and induding 2012, the group had a long-term incentive plan where the allocation of
synthetic: options to members of corporate management was based on the development
of the comnpany’s share price in relaton to a defined group of listed paper producers, The
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programme resulted in a cash payout if the options were exsreisad, The fair value of the
liability was measured at each balance sheet date and on the settlement dates The plan was
discontinued from 2013,

A revised Iohgeterm Theentve plan was launched in 2044, The plan targets a positive share
price development over a three=year period from 2014 to 2017 and allows the board t grant
synthetic: share options to the corporate management and other key employess, induding
managing directors of the Norwegian business units. During the vesting perfod, the Tability
recognised at sach reporting date is the IFRS 2 fair value of the award at that date multiplied
by the expired portion of the vesting period. Soe also Nots 12,

£) Bonus arrangemeirts.
The group accruss for bonus arrangements when thers exists a contractual obligation, or past
practice has created a constructive obligation.

PROVISIGNS

Provisions for erwviranmental rastaration, dismanting costs, restructuning activities and legal
claims are recognised when the aroup has a prasent legal or constructive obligation as a
result of past events, an outflow of resources is more likaly than not ta be requited to settle the
obligation and the armount can be relfably estimated.

Restructuring provisions comptise mainly employes tsrmination payments. Restructuring
costs are costs which are not related to the ohgoihg operations. This indudes for example
severance {redundancyy payments, early retirement or other arrangernents for employees
leaving the company, external costs relating to coaching, sounsaling and assistance finding
newt jobs, of extarmal costs to lawyers and legal advisors in relation t the de-manning process,
and lease termination penalties, Provisions are not recognised for future operating losses,

Salary which is eamed while the employes contributes to the ohgoing operations is not
classified as restructring costs, This includss for sxample salary in the notice period when
the employes is worlking during the notice: period, or bonuses earned whilst the: employee
contributes to the normal operations These are booked asnormal employes benefit expenses.
Costs for projects related to improvemesnts are generally ordinary operating costs.

Where a number of similar cbligations exdst, the lilkelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provigion is
recognised sven if the likelhood of an outflow with respect to any one item included in the
sarme class of obligations rray be srall,

Provisions are measured at the present value of the best estimate of the expendrture requived
1o Settle the prasent obligaton using a pre-tax rate that reflects current market assessments
of the time value of money and the rsks specific tothe obligation, The increase ih the provision
due to passane of fme s recognised within Finandial items.

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received of receivable for the sale
of poods and services in the ordinary course of the group's activities, Revenue is shown net of
value added tax, retums, rebates and discounts and after eliminating sales within the group.
The group's revenue consists almost sdusively of the sale of goods, and the principle for
recoanition of revenue s the same for newsprint and rragazine paper.

Revenue s recognised when the sionificant risks and rewards of ownership of the goods have
besh transferred to the buyen This will depend upon the buyer's delivery terms and will be in
the rahge from the finalisation of the production to delfivery of the goods to the buyer.

The group’s terms of delivery are based on Incaterms 2010, whith are the official rules for the:
intsrpretation of trade terms issued by the International Chamber of Comimerse, The triing
of ravenue recognition is largely dependent on these delivery terms, The aroup’s sales are
covered by the following main categories of terms:

« T tarms, whers the aroup delivers the goods to the purchaser at the agreed destination,
usually the purchaser’s pramises, The point of sale s when the goods are delivered to the
purchaser, if the custorer is invoiced before delivery of the goods purchased, revenue
i3 only recognised If the custormer has taken over a Significant part of the gath and loss
potential related to those goods,
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T terms, where the aroup arranges and pays for the external transpott of the goods, but
the group no lohger bears any responsibility for the goods once they have been handed
over to the transporter in accordance with the terms of the contract. The point of sale is
whenh the goods are handed over to the transporter contracted by the seller,

« P tBirns, where the purchaser arranges and pays for the transport. The point of sale is
when the goods are handed over to the transporter contracted by the purchaser

DIVIDEND INCOME
Dividand incorme is recognised when the raht to receive payment is sstablished.

INTEREST INCOME
Intsrest income is recognised using the effective interest method, This is the interest rate
that gives a net present value of the sash flow from the loan that is equal toits carrying value.

LEASES

Leases in which the lessor retaing substantially all the risks and rewards of cwnership are
classified as operating lsases, Payrments made under operating l8ases are charged to the
inc:ome statement on a straight-line basis over the period of the lease.

Leases redating to property and equipment where the group has substantially all the risks
and rewards of cwnership are classified as finance leases. Finance leasas are recognised in
the balance shest to the lower of the fair value of the lease property and the prasent value
of the minirmurm lease payments, Lease payments are apporfoned between finance charge
and reduction of the outstanding liability, giving a constant periodic: rate of interest on the
refnaining balance of the liability. The leased property is depreciated according to the same
principles applied for other non-curtent asssts, The comrasponding rental obigation, net of
finance charges, is included in other long-term payables. i the: leasing period is shorter than
the useful Ife of the assst and it is unlikely that the: group will purchase the assat at the end of
the leasing period, the assat is depreciated over the leasing period.

GOVERNMENT GRANTS

Government grants (except for emission riohts, described belowd are recognised as income:
owver the period hecessary to match the grants oh a systematic basis to the costs that they are
intended t coMpansate for, Government grantsin the form of compensation for losses which
have alreacly been incurred, or inthe form of direct financial support which is not directly
refated to future costs, are recoonised as ihcome Th the sarme period as they are awarded.

Government arants related to assets are pressnted in the balance sheet as deforred ihcome of
asareduction of the cost price of the assets the grant redates to. The grant is thenrecognised
in the Tncome statement efther through future periodic: Income recognition or as a future
reduction in the deprecation charge.

EMISSION RIGHTS

There s no accounting standard or interpretation in IFRS regarding the accounting treatment
for emission allowances o rehewable enerdy certificates, Recelved allowances are recognised
in the balance shest asintangible assats at themarket valugon the date the ights are aranted.
The difference betwesn fair value and the norminal amount paid for the rights s recognised in
the: balance as a government grant (deferred incomes,

Ermissions are recognised in the income staterment as Cost of matatials, and the government
arant (deferred revenuel is recognised concurrently with erission costs. Unused credits
{deferred Theomeh and used allowances are netted agaihst the carrying amount of fntancible:
asset recoonised in the balance sheet, wheh the individual contracts for emission allowances
fall due for setlemesnt,

If the: received allowances are sufficient to cover the company’s emissions, there will be no
net cost of net income ih gross operating sarnings. If it is necassary to acouire additional
allowances on the open market, a provision is mads basad on actual emissions.

If the number of allowances received exceeds actual consumption, the surplus s sold in the:
market The gain/loss from the sale is presented as Other gaing and losses.

NEW AND AMENDED INTERPRETATIONS AND STANDARDS ADOPTED BY THE GROUP

The following standards are mandatory for the first time for annual periods beginning on
or after 1 January 20% (the new standards adopted by the group, has not had a significant
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iripact o the financial statementsx

IFRS 10 Consolidated financial
IFRS 10 builds on the exdsting principles that define the concept of control asthe determining
factor inwhether an entity should be included within the consolidated financial statements of
the parent cormipany. The standard provides additional guidance 1o assist in the determination
of contral. The standard has been adopted with effect from 1 January 20¥%. 1 has not had a
significant impact on the financial statements

IFRS 1 Joint arrangements

IFRS 1 removes the option for jointly contralled entities to use proporticnate consolidation.
Instead, the equity method of accounting must be used. The standard specifies two main
categories of joint control: joint ventures and joint operations. For joint ventures, joint control
is reconnised in accordancs with the equity method, but for joint operations, the parties shall
rec:ognise their fights in the assets and abilties included in the collaboration. The: standard
has been adopted with effect from 1 January 20%. tt has not had a significant impact on the
financial statements,

IFRS 12 Disclosures. of interests in other entities.

The standard contains disclosure requirerments for all forms of interests n other entities,
ncluding joint ventures, associated companies, special purposs entities and cther off balance
sheet entities, The standard has been adopted with affect from 1January 209, It has not had
a sionfficant impact on the: financial staterments.

|1AS 27 Separate financial statements (revised)

Therules for consolidated financial statsments are replaced by the new IFRS 10 and IFRS 12,
What remains of IAS 27 is limited to accounting for subsidiaries, jointly controlled entifes and
associates ih separate fhancial statements. The standard has been adopted with effect from 1
January Z0¥, b has not had a significant impact on the financial statements.,

1AS 28 Investments in associates and joint ventures {revised)

As aconserjuence of the new IFRS 1 and IFRS 12, 1A5 28 has been renamed, and the standard
niow describes the application of the equity method to investments in joint venturesin addition
to associates, The standard has been adopted with effect from 1January 204, Ithas not had
a sionfficant impact on the: financial staterments.

|1AS 32 - Financial instruments: presentation (amendment)

The amendments clarify some of the requirements for offsetting financial assats and financial
liabilities in the:balance sheet. The standard has been adopted with effect from 1January 201,
It has not had a significant impact on the financial statements.

IFRIC 21 - Levies

The group has adopted IFRIC 21 Levies with a date of inftial appliication of 1 January 201,
The group operates i a number of countries where it 1s subject to government levies. The
interpretation clarifies that a levy is not recognisad until the obligation event specified in the
legisiation occurs, evenif thers is no realistic opportunity t aveid the obligation, The standard
has not had a significant irnpact on the financial staterments.

NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS TG EXISTING STANDARDS
Anumber of new standards and amendments to standands and interprstations are effective for
annual pefiods beginning after 1 January 2016, Nohe of these has been early adopted in 201,
Nesv standards and amendments that are expected to have an impact on the consolidated
financial statements are isted below:

IFRS 9 Financial instruments.

IFRS & replaces the exdstihg guidance in 1AS 3% Fnancial Instruments: Recognition and
Measurement. IFRS 9 includes revised guidance oh the classification and measurement of
financial instruments. ncluding a new expected cradit 108 model for calculating impairment
on financial assets and the new general hedge accounting requirements. IT also carries
forward the guidance on recognition and derecognition of financial instruments from 1AS 38,
The standard is mandatory for annual perods beginning 1 January 2018 or later, The group
has not fully assessed the impact of the adoption of IFRS 9.

IFRS 15 Revenue from contracts with costomers
IFRS 15 establishes a comprehensive frameworlc for determinihg whether, how musch and
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when revenus s recoanised, It replaces exdsting revenue recoanition guidance, including 185
18 Revenue, IAS N Construction Contracts and IFRIC 13 Custormer lovalty proorammes, The
standard is randatory for annual periods beginning 1 January 2017 of later. A final analysis of
the conseguences of IFRS 15 has not vet beeh completed,

There: are no other IFRSs or IFRIC interpretations, not yet effective, that are expected to have
a raterial fmpact on the financdial staterments.

IMPORTANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of consolidated financial statements in conformity with IFRS requires the
use of accounthg estimates and assumptions for the future K also requires ranagement to
exareise its judament i the process of apphying the group's accounting poliies. Estimates
and assumptions, which represent a substantial risk for sianffizant changes in the capitalised
value of assets and liabilifes during the: coring financial year, are discussed below,

& Critical judament in applying the group's accounting policies

The preparation of consolidated financial statements in accordance with IFRS recuires
managerment tmakejudaments, estimates and assumptionsthat affect thereported amounts
of revenues, expenses, assets and liabilities, and the disclosures of contingent liabilities,
at the end of the reparting period. Norske Siaog has for instance applied judagment when
identifying and recognising embedded derivatives, when choosing to pressnt certainitems as
“Other gains and 105565" as separats ine items and presenting profit o loss from associated
companies after operating earmings. It is important to note that the use of a different set of
assumiptions for the presentation of the consolidated financial statements could have resutted
in significant changes in the he items prasented,

b} Estil ddecling invalue of i ible assets and property, plant and ecquipment (PPE)
The group performsimpairnent tests to assess whether there hasbeen a decline in the value
of intangible assets and PPE These are wiitten down to their recoverable amount when the
recoverable amount is lower than the carrying value of the asset. The recoverable armount
from assets or cash-generating units is determined by calculating the higher of fair value
less costs to sell and value ih use. Value in use is the present value of the future cash flows
axpected to be defived from an asset of cash-gensratng unit. Calculaton of value in use
requires Uss of estimates. See Note 4 for further information,

£} Annhual of the ie- life of PPE

The group conducts annual reviews of the remaining economic ife of PPE An increase or
decreass in the remaining economic Iife will have an impact on future depraciation, as well
as affect the cash flow horizon for calculating value i use. Economic Iife is estimated by
considering the: expected usage, physical wear and tear, as well as technical and commercial
development. Assessment of future developrnents in demand in the markets Norsike Skoo's
products are sold is contral to the assessiment of the economic Ife of the aroup's mills.
Expected future demand., together with the competitiveness of Norske Skog's mills, is crucial
for the determination of economic: Ife. In addifon, legal or ather restrictions relating to usage
could affect the economic life of the mills in the group.

b Provision for future envirenmental obligations

Thegroup's provisionfor future environmental obligationsisbased onanumber of assumptions
made UsTng managemesnt's best judgment. Changes in any of thess assumptions could have
animpact on the aroup’s provision and group costs, See Note 20 for further information,

£} Residual value and dismandling provision

The residual value of the groups production equipment is valued as the anticipated realisable
value on the balance sheet date after deducting the estimated costs relating to asset
dismantling, removal and restoration. I the estimated costs exceed the estimated residual
values, the net liability s added to the fied asset cost in the balance sheet and a provisionis
recognised as a Fability, The group performs a revew of the residual value of its production
equipment at the end of each accounting year.Residual valus is affected by shortterm changes
inthe underlying assumptions, for esarnple socrap metal prices, A change in the residual value
could have an fmpact oh future depreciation costs. The provision for dismanting costs is
based on a number of assumptons made Using mahagement’s best judgment. See Note 20
for further information,

) Fair value of derivatives and other financial instruments
The fair value of financial instruments that are not traded in an actve market is determined by
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using valuation technitues. The group Usss its [udgment to select a varfety of methods and
rmake assumptions that are mainly based on market conditions existing at sach balancs shest
date. SeeNote & for more information,

O Deferred tax assets

Diefarred tax assets are recognised to the extent that it is probable that the tax assets will be
realised, Significant judament is required to determine the amount that can be recognisad.
The recogrised arnount depends foremost on the expected timing and level of future
taxable profits. The judaments relate primarily to tax losses carred forward in Norske Sioo's
Norwegian operations. When an entity has a history of recant losses. the deferred tax assst
arising from unused tax losses s recoonised only to the extent that thers is convincng
evidence that sufficient future taxable profit will be generated. Estimated future tavable
profit is not considerad as comvincing evidence unless the entity demonstrates the ability of
aeherating significant taxable profit in the near future accounting patiods of thers are cortain
other events providing sufficient evidence of future taxable profit, The recoonition of deferred
tax assetsisbased oh a number of assumptions based onmanagement’s best judgments See
Note 17 for further information,

h} Pensions

The present value of the pengion obligation depends on several input factors that are
deterriined by means of a number of actuatal assumptions. The assumptons used n
calculating the net pension expensa incomex includs the discount rate and salary adjustment.,
Changes in these assurmptions will affect the carmying value of the pension obligation. See
Note 13 for further information.
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COMSOLIDATED FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

3. OPERATING SEGMENTS

REPORTABLE SEGMENTS

Norske Skog is a producer of publication paper, Publication paper includas hewesprint and
magazine papen Newsprint encompasses standard newsprint and ather paper qualities used
in newspapers, nserts, catalooues, ete. These paper qualities, measured in grarmmes per
square reter, Will normally be in the range 40-57 g/m2 Magazine paper encompassas the
paper qualities super calendered (520 maching finished coated (MFCyand Fight weight coated
{LWCx These paper qualities are usad in magazines, periodicals, catalogues and brochures.

At the end of 2014, Norske Skog had nine fully or partly owned paper mills in seven countries.
Two of the mills produce only magazing paper. one produces both magazine paper and
newsprint and six mills produce newsprint only:

The composition of Norske Skod's operating segments was changed with effect from 1 January
20¥, The activities of the Norske Skog group are now focusad on two business systems,
namely Europe and Australasia, The segment structureisinlinewith how thegroupis managed
internally. Norsiee Skog's chief operating decision maker is corporate management, who
distiibute resources and assess perforrnance of the group’s operating seaments. According to
the operating mode, all mills have a direct reporting ine to corporate management The mills
have been agaregatsd into two cperating seamsnts, publication papsr Europe and publication
paper Australasia, based on geographical location. Norske Skog has an integrated strateqy in
Europe and Australasia to maximize the profit in each region. The optimisation Is carred out
through coordinated sales and operational planning. The reaional planning, i combination
with structured sales and operational processss ensures masimisation of profit.

The comparative figures for 2013 have been restated in accordance with the new ssgment
structurs,

PUBLICATICON PAPER EURCPE

The publication paper Elrope segrment encompasses production and sale of newsprint and
magazine paper in Europe. All the five European mills and the regional sales organization are
included in the operating ssament publication paper Europs.

58 ANNUAL REPORT 2014 NORSKE SKOG

PUBLICATION PAPER AUSTRALASIA

The publication paper AUStralasia segment encompasses production and sale of newsprint
and magazine paper in Australasia, All the three mills in Australasia and the regional sales
organization are included inthe operating seorment publication paper Australasia,

OTHER ACTIVITIES

Activities ih the group that do not fall into the operating ssgments publication paper Europe
and publication paper Australasia are presented under other activities. Thisincludes corporate
functons, real estate activities, energy (commodity contracts and embedded derfvatives in
commodity comtractsy and other holding company activities,

REVENUES AND EXPENSES NOT ALLOCATED TO OPERATING SEGMENTS
Norske Skog manages non-current debt, taxes and cash posifons on a group bags.
Conseduently, financial items and tax expenses are presahted only for the group as a whole,

The group’s investrent in associated companies accounted for in accordance with the: equity
method is prifanly related to its 337% share in Malaysian Newsprint Ihdustries Sdn. Bhd,
which s described in more detall in Note 19 Investments in associated commpanies.

MAJOR CUSTOMERS

Norske Skon had a total sales volume of newsprint and magazine paper of 2 616 000 tonnes
in 2014, of which sales to the grolp's largest customer constitUted approxmatety 300 000
tonnes. Total sales volume i 20 of newsprint and rmagazine paper to the five largest
customers i Europe and Australasia amounted to approsdmately 300 000 and 380 000
tonnes respectively.
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CONSOLIDATED FINANCIAL STATEMENTS NCRSKE SKOGINDUSTRIER ASA

OPERATING REVENUE AND EXPENSES PER CPERATING SEGMENT

PUBLICATION PUBLICATION NORSKE SKOG
2014 PAPER EUROPE PAPER AUSTRALASIA  OTHER ACTIVITIES ELIMINATIONS GROUP
Operating revehue 9001 3168 120 128 12 150
Cistribution costs -864 =385 o] 4} -1 249
Cost of materals -5 452 -1 760 15 1 7228
Change in inventories -57 27 s} 0 =30
Employes benefit expenses <1330 ~480 -0 o] -1 0%
Cther operating sxpenses 08 574 - 129 035
Gross operating earnings 582 287 -7 )] 801
Depreciation -305 -328 Bl 0 735
Restructuring expenses 2 -2 s} 0 -4
Other gains and losses -5 =33 41 o] 3
Impaitments O a o] 4} O
Operating earings 177 a7 =35 )] &5
Share of operating revenus from axternal partes 0 99 100 1 100
PUBLICATION PUBLICATION NORSKE 5KOG
2013 PAPER EUROPE PAPER AUSTRALASIA  OTHER ACTIVITIES ELIMINATIONS GROUP
Operating revenue 9 43Z% 3871 313 =276 13 330
Distribution costs -087 -431 8] 0 -1388
Cost of matetfals -5 064 -2027 -15& 120 -5017
Changein inventores 33 -12 s} o] =45
Employes benefit expenses <1377 525 -a7 o] -2 002
Other oparating expenses 75 270 417 156 ERe
Gross oparating sarnings 326 593 55 [} 862
Depreciation -350 -354 -16 0 J25
Restructuring expensas 33 a A3 0 145
Other gains and losses & 182 -026 s} -1100
Irnpairrnents Q a s} o] Q
Oparating sarnings -158 57 -1011 [} 4111
Share of operating revenue from external parties (56 5] 100 17 100
OPERATING REVENUE PER MARKET
The allocation of operating revenue by market s based on customer location.
2014 2013
Norweay 280 267
Rest of Europe 738 78627
North America 10 806
South America 143 238
Australasia 2847 2 650
Asia &10 1467
Aftica 323 254
Total 12 150 13 338
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NET CASH FLOW FROM OPERATING ACTIVITIES

2004 2013
Publication paper Europe 426 G55
Publication paper Australasia 358 2658
Other activities 208 -0
Total cash flow allocated to sagments 900 The
Cash frorn net financial iterns 747 -620
Taxes paid =42 55
Nzt cash flow from operating actvities 200 68

PURCHASES OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

2004 2013
Publication paper EUrope 147 170
Publication paper Australasia 14 333
Other activities 13 25
Total 274 529

PROPERTY, PLANT AND EQUIPMENT PER GECGGRAPHICAL REGION

Thetable below shows property, plant and equipment allocated to Norske Skog's country of domiclle and ather regions inwhich the group holds assets The allocation s based on the:
location of the producton facilifes.

Norveay 2713 2 857
Rest of Europe 2522 2461
Australasia 3642 3447
Activities not allocated to regions 303 260
Total 5180 9026
INVENTORIES

Inventories ihclude raw materials, work in progress, finished goods and other production materals,

31.12.2004 31122012
Publication paper Europe 950 975
Publication paper Australasia 354 206
Other activities o] o]
Total 1334 1274
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4. INTANGIBLE ASSETS AND PROPERTY, PLANT AND EQUIPMENT

LICENSES AND
INTANGIBLE ASSETS GOODWILL PATENTS
Agquisition cost 1 January 2003 4 753 107 362 5222
Additions o] 8] 206 206
Disposals a -3 -256 -250
Currency transtation differences a & <11 -5
Acquisition cost 31 Decamber 2013 4753 110 301 5164
Accurnulated depreciation and impairments 1 January 2013 4 606 G 202 4 900
Depreciation a 2 16 15
Arnortsation of credit facility a s} 3 &
Value chahges a o] 43 43
Cisposals o] -1 -47 ~48
Currency translation differences a & -5 1
Accumulated depreciation and impairments 31 Dacember 2003 4 695 100 7 5012
Carrying value 31 Decambar 2013 58 10 84 152
Arquisifon cost 1 January 2014 4753 110 301 5164
Additiohs a o] a1 81
Disposals o] -0 -158 -167
Redassified from plant under construction o] 14 0 14
Currency translation differences a 7 17 24
Acquisition cost 31 Dacember 2004 4753 122 241 5116
Accurnulated depreciation and impairments 1 January 2014 4 606 100 17 5012
Depreciation a 2 & =
Disposals a e ] -2 <11
Currency translation differsnces a & o] 15
Accumulabad depraciation and impairmeants 31 Dacembar 2014 4 695 99 230 5024
Carrying value 31 Decambar 2014 B8 23 11 92
Goocwill is not depreciated, Licenses, patents and other intangible assats are depraciated over a period from five to 20 years.
Other intanaible assats consist mainly of capitalised development costs related to customising of software,
GOODWILL SPECIFIED PER ACQUISITION ACQUISITIONYEAR 31422014 342.2012
Norske: Slog Golbey 1306 55 58
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MACHINERY
BIOLOGICAL AND LAND AND

PROPERTY, PLANT AND EQUIPMENT ASSETS EQUIPMENT BUILDINGS

Acquisition cost 1 January 2003 3 3133 7 165 712 536 42 550
Additions o] 245 1 & 315 565
Disposals 21 -2272 =540 =41 -0 -2 853
Changein dismantling provision 0 -3 0 o] o] -3
Redlassified from plant under construction s} 295 b 2 ~341 u]
Currency transtation differences =19 1453 371 52 11 1868
Acquisition cost 31 Decamber 2013 271 33823 7041 129 514 42378
Accurulated depreciation and impairments 1 January 2013 136 27 622 4 852 (o551 53 33 326
Depreciaton s} 621 73 11 a palel
Value chahges -15 o] o] a a <15
Disposals 8] <1804 -451 -40 -0 -2 300
Currency translation differences -& 1413 2658 &7 1 1723
Accumulated depreciation and impairments

%1 December 2013 115 27 765 4 TAT 6L 45 33358
Carrying value 31 Dacamber 2013 155 60568 2294 48 46D 5025
Acquisition cost 1 January 2004 271 33823 7041 722 514 42 375
Additions o] 14 9 1 253 277
Disposals o] -3 008 <19 =22 a -3 049
Changein dismantling provision 0 0 0 o] o] 4]
Reclassification s} 148 148 0 0 ]
Reclassified from plant under constructon s} 153 e} 21 =227 14
Currency translation differehces 35 2 663 336 44 51 3135
Acquisition cost 31 Decamber 2014 305 33533 7524 773 551 42727
Accumllated depreciation and impairments 1 January 2014 115 27 765 4 747 (=210 45 33353
Depraciation o] 570 146 1 a 727
Value changes e} 0 0 o] o] je]
Disposals s} -3 000 19 21 0 -3 040
Redlassification 0 148 148 0 0 o]
Currency transtation differences 16 2184 257 40 1 240
Accumulabad depraciation and impairmanits

31 December 2014 140 27371 5279 M1 46 33 547
Carrying value 31 December 2014 166 6162 2 245 62 545 9 180

Norske Skog owns forests in Australia, These assets are valued at fair value less estimated polnt~of-sale costs Changes invalue are reported ih the income statement line Other gaing and lossss,
Machinery and equipment is depreciated over a patiod frorm ten to 25 years, Bulldings and other property are depreciated over a pariod from ten to 40 years. Fictures and fitings are depraciated
over a period from three to ten years, Land and plant under construction are not depraciated.

The difference between total additions and purchases of property. plant, equipment and intangible assets in the consolidated staternent of cash flows Is due to capitalissd allocated emission
allowances. finance |eases, capitalised borrawing costs and accruals for paytnents. Capitalised borrowing costs in 201 amountsd to NOK 2 rillion, and the interest rate used was 8%, The
capitalised borrowing costs in 2013 amounted to NOK 14 million, and the interest rate used was 8%.

Disposals in 201 consists mainly of scrapping of fully depreciated assats at Norske Skog Tasman.

NON-CURRENT ASSETS HELD FOR SALE
Norske Skog did not have any non-current assets held for sale at 31 December 201,
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ASSUMPTIONS APPLIED WHEN CALCULATING THE RECOVERABLE AMOUNT

PPE and intangible non-curtent assats are written down to thelr recoverable amount whan this is lowst than the carrying value of the asset. The recoverable amount of an asset or cash-
generating unit is the higher of its fair value less costs to sall and its value inuse, Value Th use is the present value of future cash flows expected to arise from an asset or cash-generating unit.
MNorske Skog applies the value in use approach when calculating recover able amount for its cash-generating units.

Morske Soa's composition of cash-gensrating Units were reviewsd in connection with the revision of its segment structure, The new composition of cash-geherating units is alighed with
the structure in the internal managsment reporting system in the Norsies Skog group. Publication paper Europs and publication paper Australasia represent the two business systems and
the products (Newespiint and Magazine papery that the group is focusihg on i its communication with customers, suppliers, employees and the financial market. The basis for the chosen
cormposition of cash-nienerating units reflects both market and industrial fundamentals for publication paper, and the way Norske Skog follosws up the mills operationally and financially. The
different mills within the two business systems works together to generate cash inflows, Reflecting customer substitution between different Newsprint and Magazine paper grades it is not
operationally reanhgful to disinguish at the product level,

The cash-generating unit publication paper Eurape congists of Norske Skog Golbey (Francey, Norske Skog Bruck CAnstian, Norske Skog Walsum (Germaryy, Norske Skog Skogn (Norways and
Morske Skog Saugbrugs (Morwayx The cash-generating unit publication paper Australasia consists of Norske Skog Albury CAListralia), Norske Saog Boyer (Australia and Norske Skog Tasman
(New Zealandy Each of the two cash-generating Units consists of saveral mills that together are creating a business systam. Production can be moved betwesn the mills, basad on what gives
best profitability for the group as a whole,

Cash flowis calculated individually for each busihess unit, based on the estimated useful Iife, The paper industry is a capitakintensive industry where investment decisions are made based on
projects with a long time horizon. The production machines have a long technical Ffe, while useful lives ars inked to industry cost curves and the size of the market, The estimated remainihg
usefullife of the Thdividual paper machines forms the basis for determining the length of the: cash flow period. Estimated useful Iife for the individual paper machines in the groupvaries from two
to 20 years For the rmajority of the paper machines, including those with the highest carrying value, the expected ussful Iife varies from 12to 20 years. Technical and commercial obsolescence are
the maininput factors wheh sxpected usage of the different paper machines are assessed. Sales volumes develop in accordance with the ussful lives of the different paper machines in the group.

MNorninal cash flow is estirated h the: currency in which it will be: generated. The value is calculated by discounthg bassd on a required rate of retum on capital that is redevant for the cash-
generating unit or the ihdividual asset. The required rate of return is based onthe interest rate on ten-year government bonds in the currency of the cash flow estirnate, an ihdustry debt yield
prafriurm, incustry beta and an equity risk prarmium. A country-specific: risk pramiurm relevant to the cash-gensrating unit or individual assat is also ineluded in the requived rate of returm on
capital.

When calculating value in use at the end of 201, the discount rate after tax was in the interval from 6.2% to 8.9% (615 to 81% in 2013% The applied discount rate after tax for publication paper
Europe was in the interval from 62% to 75% and publication paper Australasia was in the interval from 84% to 8.9%. The discount rate before tax for publication paper Elrope was inin the
irtsrval from .2 % to 10.3% and publication paper Australasia wasin the interval frorm 12% to 12.4%. The main reason for differsnces in discount rate is due to country Spacific intsrest rate levals,

Different conceptual industry scenaros is congdered in the impalrment testing. By interpolation betweenthe different conceptual scenarios, all possble outcomes are implicitly congidered. The
different seenarios are welghted by an estimated probability assigned to sach outcome, The impalrment testing at 31 Decermber 201 was based oh the operating plan for the aroup for 2015 as
approved by the board of ditectors.

SENSITITY TO ESTIMATES OF RECOVERABLE AMOUNT

The estimation of recoverable amount s bassd on assumpions regarding the future development of several factors. These include price development for finished goods, salesvolumes, currency
rates and interest rates, This means that there will be uncertainty when it comes to the outcome of these calculations, Norske Sioa has performed sensitivity analyses using the variables
mentioned above to predict how fluctuations would influsnce recoverable amount. In relation to the assumptions made in the calculation of the present value of future cash flows, recoverable:
amourt s most sensitive to changes in prices of finfshed goods, sales volumes and the discount rate used. Assurming that the current profit level remains for the key assets, thers will be no
Trnpairment losses, A redustion Th sales price and sales volumes for the whole group inthe cash flow period of 5% will calse a reducton in recoverable amount in the order of NOK 3200 milion
and NOK 1300 milion respectively, Correspondingly. a 1% increase in the discount rate will cause a reduction in the recovarable amount of NOK 700 million, An appraciation of NOK of 1 against
all ather functional currencies in the Norsie Sion group will cause a reduction in the recoverable amount of NOK 200 million.

PROPERTY, PLANT AND EQUIPMENT ALLOCATED TO CASH-GENERATING UNITS
The table balow shows machinery and squipment and land and buildings allocated to Norske Skod's ash-gensrating units.

MACHINERY AND LAND AND

EQUIPMENT BUILDINGS

Publication paper Europe 2933 180
Public:ation paper Australasia 3220 365
Other activities 0 0
Carrying valuz 31 Dacember 2014 6162 2245

EXPECTED USEFUL LIFE
Norske Skog has conducted sensitivity analyses with respect to changes in expected usaful life of the arou'’s paper machings., IF the expected usaful fe of all the aroup's paper machines is
reduced by one year, the annual depreciation charge will increase by around NOK 70 million.

I connection withthe year-end cosing process for 2014, Norsie Skog performed a review of the espected retnaining ussful lives of PPE. The expected useful life for the conver ted Paper Machine
2at Norske Siog Boyst has been extended with effect from 1January 2015, as the maching 1ast year was converted to Magazine paper frorm Newsprint. In addition, a minor extension in the ussful
life: of Paper Machine 10 at Norske Slon Walsum has been made. No other changes inuseful Iife will be rmade in 2016 compared to those applied in 20¥. Because the level of depreciation in 2014
by far excesded purchases of PPE and the mentioned extensions in useful Iife from 1 January 2018, the future annual depreciation amount is expected to decrease.
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5. FINANCIAL ITEMS
1

Diviclencls recelved 13
Interest income 16 21
Other financial incorme 0 0
Total 39
FINANCIAL EXPENSES 2004 2013
Interest costs -617 -636
Other financial espenses -&7 ~43
Total 684 679
Realisad/unrealisad gains on foraign currency -850 -618
Financial ftems: -1 357 -1 25&

B Other financial expensas includes lossas on the buy-back of bonds.

6. MORTGAGES

LOANS SECURED BY MORTGAGES ON PROPERTY 31122004 31122013
Other mortaage dabt 168 183
CARRYING VALUE OF ASSETS SECURING THIS DEBT 3.12.2004 31422013
Property. plant and equipment 101 17

Norske: Skogindustrier ASA has negative pledge dauses ihits bank and bond agreements, with the possihility to give security upto certain thresholds, Mortoage loans per 31 December 20%
and &1 Decarnber 2013 consisted of facilies secured by land and forest areas taken up at Norske Skog Boyer 'n Australia, and were executed within the negative pledge limits.
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7. FINANCIAL INSTRUMENTS

CATEGORIES OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

FINANCIAL ASSETS
AT FAIR VALUE
LOANS AND THROUGH PROFIT  AVAILABLE-FOR-5ALF
3142.2014 RECEIVABLES ORLOSS FINANCIAL ASSETS
Gthet non-cuUrent assats 10 21 227 13 O 387
Trade and other receivables 10 1150 o] 0 50 1200
Cash and cash equivalents 710 s} 0 u] 710
Other cUrrent assats 13 16 23 o] o] 39
Total 1896 250 139 59
FINANCIAL
LIABILITIES AT FAIR OTHER FINANCIAL NON-
VALUE THROUGH LIABILITIES AT FINANCIAL
PROFIT OR LOSS AMORTISED COST LABILITIES
Interest-bearing non-current liabilities M s} 7004 u] 7 004
Interest-bearing current Fabilities 1 s} 1267 Q 1267
Gthet non-current iabilities 18 266 4} 426 a2
Trade and other payables 158 0 2172 4] 2172
Gther current lfabilities 15 90 17 202 309
Total 356 10480 827
FINANCIAL ASSETS
AT FAIR VALUE
LOANS AND THROUGH PROFIT  AVAILABLE-FOR-5ALFE
RECEIVABLES OR LOSS FINANCIAL ASSETS
Gther noh-current assets 10 16 136 125 22 200
Trade and other receivables 10 1 805 o] 0 2] 157
Cash and cash equivalents 1015 s} o] Q 105
Other current asssts 13 12 20 o] o] 141
Total 2648 165 125 ol
FINANCIAL
LIABILITIES AT FAIR OTHER FINANCIAL NON-
VALUE THROUGH LIABILITIES AT FINANCIAL
PROFIT OR LOSS AMORTISED COST LIABILITIES
Interest-bearing non-current liabilities 1 s} 6973 Q 6073
Interest-beating current fabilities 11 o] 1044 O 1 044
Gther non-current liabilities 13 271 0 428 690
Trade and other payables 158 0 2 040 4] 2 040
Gther current lfabilities 15 134 166 240 540
Total 405 10 223 668
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3422014 31.12.2003

CARRYING AMOUNT FAIRVALUE CARRYING AMOUNT FAIR VALUE
Derivatives 23 23 14 14
Cormmodity contracts 204 204 122 122
Miscallansous other Non-CUITent assats 160 160 163 163
Cther noh-current assets 387 387 206 209
ACcounts receivable 1053 1058 1303 1303
Orther receivables 92 92 202 202
Prepaid VAT 50 50 2] 28]
Trade and other receivables 1209 1209 1574 1574
(Cash and cash equivalents 710 710 1015 10156
Derfvatives & & 20 20
Commodity contracts 17 17 2] 9
Current investments 16 16 112 112
Cther current assets 39 39 141 141
Interest-bearing non-current liabilities ¥ 7 004 4373 60973 4 350
Interest-bearing current abilties 1267 1140 1044 1031
Total interest-bearing liabilities 8271 5522 8017 5381
Derivatives 242 242 259 250
Cornmodity contracts 24 24 12 12
Non-financial non-current lfabilities 426 426 428 428
Other non-current liabilities 0z 602 600 600
Accounts payable 1272 1272 1103 1103
Other payables a0 900 937 %37
Trade and other payables 2172 2172 2040 2040
Derfvatives 80 80 & &
Cormmodity contracts 10 10 15 15
Non-financial current liabilities 210 210 405 406
Other current liabilities 200 3309 540 540

0 The fair value of non-current bank 1oan debt is basad on cash flows discounted using the swap rate, plus the credit default swap DS The fair value of foreign bonds is calsulated using price:
indications fror banks. The fair value of Norwegian bonds is based oh quotes from Reuters, when these are avallable. b other instances, published assessment values at 1January 2015 are used.

There is some Uncertainty associatod with the calculatad fair valug of interest-beating liabilities, The fair valus calculation is based on acknowledasd valuation principes according to IFRS, but

is not necessarily an estimate of the amount the group would have to cover if it wers to repay all its debst to all lenders.,
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8. FINANCIAL RISK AND HEDGE ACCOUNTING

FINANCIAL RISK FACTORS

Norske Skon is exposed to various financial risk factors through the aroup's operating activities, including market risk (nterest rate risk, curreney risk and cornmodity sk, uidity risc and
credit sk, Morske Skog seeks to minimise losses and volatlity oh the group's eamings caused by adverse market movements. Moreover, Norske Siaog miohitors and manages financial risk based
onintemal policies and standards set forth by corporate management and approved by the board of directors, These wiitten policies provide principles for the overall risk managament as well
as standards for managing currency risic, interest rate risk. credit risic. Fguidity riskc and the use of finandal derivatives and non-defivative financial instruments. Compliance with policies and
standards is conthususly monftored. There were no breaches of these polities during 2004 or 2013,

MARKET RISK

&) Interest rabe risk

The goal of Interest rate risk management s to secure the lowest possible interest rate payments over firme withih acceptable rislc limits. I the current challenging situation inthe publication
paper market, Norske Sikog has secured most of the interest rate payments by prirarily paying fixed interest rates onits loan obligatons.

31122004 3112.2013
INTEREST-BEARING ASSETS AND LIABILITIES FLOATING FIXED FLOATING FIXED
Interest-bearing Nabilities 651 7820 5271 519 7 396 7014
Intsrest-bearing assets Erals] o] 710 <1015 a -1 015
Net exposure -58 7620 7661 ~496 7395 6890

Al amounts presented in the table are notional amounts. Total interest-bearing liabilities will therefore differ from booked amounts due to bond discounts/premiums, hedge reserve, and
unrealised effects from fair value hedging (see Note M Interest-bearing liabiltesy Floating rate exposire s calcUlated witholt accounting for potential future refinancing.

INTEREST RATE SENSITIVITY ANALYSIS
In accordance with IFRS 7 Fihancial instruments - disclosures, an interest rate sensitivity analys’s is presented showing the effects of changes ih mariket interest rates oninterest costs and
interest ihcome, as well a5 equity where applicable. The analysis is basad on the fallowing assurnptons:

Floating rate debt is exposed to changes in marlet interest rates, ie. the interest costs or interest income associated with such instrurents will fluctuate basaed on changes in rmarket rates,
These changes are accounted for in the sensttivity analysis. The result is based on the assumption that all other factors are kept constant.

Changes in market rates on fixed rate debt will only affect the income statement it they are measured at fair valus, Thus, fixed rate instruments recoanised at amortised cost will not represant
aninterest rate risk as defined by IFRS 7. Such instruments will therafore not have any influence on the sensitivity analysis,

Changesin fair value of interest rate detivatives that are not designated as a fair value hedge of the group's liablites, and which are subsequently measured at fair value through profit or loss,
are taken into considaration in the sensitivity analysis.

Currency derfvatives will only affect the sensitivity analysis to a very limited esxdtent upon changes in the discount rate.

ResUIts are prasented net of tax, USING the Norweaian Statutory tax rats of 27%,

The interest rate sensitivity analysis is based on a parallel shift in the yleld curve for each relevant currency to which Norske Sion i exposed. Following a 50 basis point downward/upward
parallel shift in the vield curve inall interest rate markets to which Norske Sioo is exposed, net samings wolld have been NOK 1 million higher/lower at 31 December 2014 (NOK 2 million lowst/
higher at 31 Decamber 2013) Changein net interast paymeants accounts for NOK million, and the total change in markst values of derivatives cartied at fair value through profit of 1665 accounts:
for NOK 0 million,

b Currency risk

Transaction sk - cash flow hedge

The group has revenues and expenses in various currencies. The major currencies are NOK. EUR, USD: GBP. AUD and NZDx Transaction risk arises because the aroup has a different currency
gplit on incorme and expenses. Norske Sion calculates a 12-month future cash flow exposure in each currency ona rolling basis. The result of the hedaing s included in Financial ftems in the
incoime statement, Norske Skog does not use hedge accounting for the rolling cash flow hedae. The rolling cash fiow hedge generated a gain of NOK.2 million in 2014 doss of NOK 66 milllion in
2013 Over time, currency 105Ses or earnings are expectad to offset increassd o reduced fUture aross operating armings. The cash flow hedge proaram was cosed during 20%.

Transtation risk - net ivestment hedge

The presentational currency of the Norske Skog group is NOK. Currency translation risk arises when the financial statements of subsidiaries, presentsd inlocal currencies, are translated into
NOK. In order to reducs translation risk. assets and liabilities are allocated to the same currehcy. I addition t traditional debt instrumsnts, all combined currency and intsrest rate swaps and
forward eschange contracts are also used for hedging net investrments in forefon subsidiaries.

Norske Skog's net nvestment hedging is carfed out in accordance with IAS 28, Any gain of 1055 on the hedaing instrument relating to the effective portion of the hedge is recognisad in equity
and offset by translation differences fromm assets in subsidiaries. The gain or 1055 related to the neffactive portion s immediately recognised inthe income statement, Thers was no ineffoctivensss
refated to net investment hedge in 20% or 2013, The: effective porfon recognised in ecuity was a loss of NOK 181Imillion in 201 (oss of NOK 243 million in 2013x The portion of the debt portfolio
o which hedge accounting does not apply, was somewhat smaller i 204 than in 2013 The Foreign exchange gains and losses from such liabilities are reconnised in the income statement under
Financial iterms.
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Cumulative currency trangation differences of NOK A million were reclassified from equity to the incorme statement in 208 as a result of the divestments of Norsie Skog Polsia Sp. z.ao. and
Norske Siaag Czech & Slovak Republic spol. sno. Cumulative currency translation differences of NOK 39 million were reclassified from equity to the income statement in 2013 as a result of the
divestrnents of Norske Skog Pisa Ltda, in Brazil and Norske Skoa (Thalandx Co. Ltd.

CHANGE IN FAIR VALUE OF DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS DESIGNATED AS NET INVESTMENT HEDGE 2014 2013
Changes in spot value of financial instruments ® -804 528
The effective portion recognised in equity <151 B
Porfon without hedge accounting recognisad in the income statement 205 286

Tincdudes the change in the value of FX forward contracts, cross-currency swap contracts and bonds.

Forigr exchange - sensiivity analysis om inarcial instrumernts
The following foreign sxchange sensitivity analysis calculates the sensitivity of dervatives and non-derfvative financial instruments on het profit and equity, based on a defined appreciation/
depreciation of NOK agaihst relevant currencies, kesping all other variables constant. The analysis s based on several assumitions, including:

Norske Skog as a group comprises entities with different functional surrencies. Dervative and non-derfvative financial instruments of a monetary nature, denorminated i currencizs differsht
from the functional currsncy of the entity. creats forsian exchange rate sxposUre on the consolidated income statement. Moreaver, farsion currency fisk will also affect edquity.

Financial instruments denorninated i the functonal currency of the entity have no currency riskc and will therefore not be applicable to this analysis. Furthermore, the foreion currency
exposure of translating financial accounts of subsidiaries into the group's pressntational currency is not part of this analysis.

Sensitivity on commodity contracts and embedded dervatives is presented ssparately under "Commodity riskc’,

Currency derfvatives and forsign currency debt that are designated as net investment hedges and qualify for hedge accounting according to 1AS 30 will only affect equity.

« Other currency derivatives that are recooinised at fair value through profit and loss will affect the income statement. These effects come mainly from currency derfvatives and financial liabilities
managed as economic: net investment hedges which do not qualify for hedoe accounting according to 1AS 3%

Other non-derivative financial instrurnents accolnted for inthe analysis comprise cash and cash equivalents, accoUnts payable, CCoUNES recelvable and borrowings denorinated in curtencies
different frorm the functional currency of the: entity.

Correlation effects between currencies are not taken into account Figures are presanted net of tax,

At 31 December 20¥, if NOK had appreciated 10% agaist all currencies to which the group has sionfficant exposure, net profit after tax from financial instruments would have been NOK 269
million higher (NOK 265 million higher at 31 Decernber 20013y i NOK had depreciated by 10% at 31 Decernber 2014 against all currencies to which the group has signfficant exposure, net profit
after tax from financial instrurnents would have besn NOK 368 million lower (NOK 285 million lower at 31 December 2013 Net profit after tax is affectad in a non-Inear manner in 2013 due to
changes in the fair value of options. The effect of the sensitivity analysis on the income statement is mainly caused by changes in fair valus of derivatives designated as rolling cash flow hedge.
and foreign exchange gainslossas on the translation of EUR and USD denorinated debt for whith thers is no hedge accounting, Because the portion of debt has increasad in relation to the
portion of cash, the effect on the income statement is higher in 204 compared to 2013,

Given a10% appreciation/depreciation of NOK, equity would have beeh NOK 133 milion higherlower (NCK 189 million higher/lowet at 31 Decembet 20153 a5 a result of forefgn exchange gains/
losses on financial instruments designated as net nvestment hedges. The sensitivity analysis on equity escludes the effects from the sensitivity analysis on the income staterment, calculated
above,

& Comnodity Hsk

Armajor part of Norske Skog's global cormmodity demand is secured through long-term contracts. Norske Slog only uses financial instrurnents o a lirited esctent to hedge these contracts, The
hedging ratio represents a trade-off between sk exposure and the opportunity to take advantage of short-term price drops in the spot market. Hedaing levels are regulated through mandates
approved by the board of directors.

Sorne of Norske Skoo’s purchase and sales contracts are defined as financial instrurnents, or contain embedded derivatives, which fall within the: scope of IAS 36 These financial instruments and
embedded derfvatives are measured in the balance shest at fair value with value changes recognised through profit or loss. Cormmodity contracts are efther financial contracts for the purpose:
of trading of hedging, of physical commodity contracts that are not for the purposs of own use. The embedded dervatives are common in physical commodity contracts and comprise a wide
variety of deffvative characteristics,

Changes h fair value of cornmodity cortracts reflect unrealised gains or losses and are caleulated as the difference betwesn market price and contract price, discounted to present value. Some
commodity contracts are bilateral contracts or embedded derivatives in bilateral contracts, fior which there exdsts no active market. Therefors, valuation technitiues are Used as much as possible,
with the use of available rariet information, Technigues that reflact how the market could be expected to price Nstruments are used in non-obsarvable rariets.

Norske Skog’s portfolio of cormodity contracts consists mathly of physical energy contracts. Fair value of commodity contracts is especially sensitive to future changes in energy prices. The
fair value of ernbedded derivatives in physical contracts depends on currency and price index flustuations The sherdy contracts in Norway are nominated in EUR. These contracts contain

smbedded dativatives that are sensitive to changes in exchangs rates. NOK weakened against EUR during 20, which had a negative effect on the fair value of the efmbedded derivatives.

In April 2013, Norsie Sion Saugbrugs sianed a new long-term energy contract for the supply of electricity for the paper mill Th Halden. The new energy contract sscures an annual supply of 10
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TWhup to 31 December 2020, The agreement entered nto force on 1 May 2018, The contract ensures almost full energy coverage for Norske Skog Saugbrugs over the contract period. During
2013, Norske Siaoaindustrier ASA also terminated its long-tertn group snerdy contract from 1968 that applied for energy supply in Southern Norway.

Sensitivity analysis for Commodity contracts
Trading and hedging mandates have been established for energy activity. Financial trading and hedaihg activities are carried out bilaterally with banks and trading companies.

When calculating fair value of future and forward contracts, cash flows are by principle assumed to oceur in the middle of the period, Currency effects arise when contract valuss nominated in
fareign currencies are translated into the reporting currency. Net profit after tax is affected ih a non-linear manner due to changes in the fair value of options,

COMMODITY CONTRACTS FAIR VALUE RESULT NET OF TAX RESULT NET OF TAX
WITHIN THE SCOPE OF 1AS 39 31122014 CHANGE DOWN CHANGE UP
Eneray price change 105 103 -167 180
Currency change 105 196 0 a

Sehsitivity analysis for embedded devivatives

Embredded derivatives are common featuras in physical commodity contracts. The most common embedded derivatives are price indices, hereunder national consumer price and producer
price indices. Sorme embedded dervatives have option features The analysis below combines all indicas into one price index. Currency effects will arise when contract values nominated in
foreigh currencies are translated to NOK.

FAIR VALUE RESULT NET OF T RESULT NET OF TAX
EMBEDDED DERIVATI 3L 014 CHANGE DOWN CHANGE UP
Currency change 109% 290G 243 =207
Pticeindey change 2.5% =206 4 -4

LIQUNDITY RISK

Norske Slaa 15 exposed to liquidity risic in a seenario whan the group's cash flow from operating activities is not sufficient to cover payments of financial liabilities. In order to effectively mitigate
liquidity risk, Norsle Skogr's liguidity risk rmanagement strategy focuses on malntaining sufficient cash, as well as securing available financing through cormmitted credit facilifies. Managing
liquidity risk is centralised ona group level.

In order to uncover future liquidity risk. Norsics Skog forecasts both short- and long-term cash flows., Cash flow forecasts include cash flows stermming from operations. investrments, inancing
activities and financial instrurments. The aroup had current investments, cash and cash equivalsnts of NOK 710 million at 31 Decermber 201 (NOK 1015 million at 31 December 2013x None credit
fadility at 31 December 20% (Undrawn credit facility of NOK 260 million at 31 December 2013% See Note 1 for more information regarding the maturity of facilities. Restricted bank deposits
arnounted to NOK 322 millon at 31 December 2004 (NOK. 253 rmillion at 31 Decermber 20180

The board of directors recognises the challenaing marksts that Norsies Skog operates inwith price and currency uncertainty. The board of directors will thus have a continuous focus on cash
generating trough 205 to ensure sufficient Fguidity for both debt maturities and the operations of Norsle Sikog, The ongoing infiatives toimprove cash flow fror operations and the sianificantly
enhanced Fauidity positon of the group following the refinancing, should in the opinion of the board of directors provide prudent cash balances during 2015, Despite this leverage remams high
and requires improved profitability, but the refinancing enables the aroup to focus onimproving operations, cost inftiatves and capital eficiency

Ih February 2015, Norsie Slon cornpleted the refinancing of a portion of its bond maturities, See Note 27 for further information.

The follswing table shows the contractual maturites of non-dervative finandial liabilites and other derivative financial instruments All amounts disclosed in the table are Undiscounted cash
flows. Furthermore, amounts denominated inforsign currency are translated to NOK using closihg rates at 31 Decamber, These amounts consist of trade payables, interest payments and prin-
cipal payments on derivative and noh-derivative financial instruments, Variable rate interest cash flows are calculated using the forward yield curve, Projected interest payments are based on
the: maturity schedule at 31 December without accourting for forecasted refinancing and/or other changes in the Fability portfolio. All other cash flows are based on the group’s posftions held
at 31 Decernber 2014,
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MATURITY OF FINANCIAL LIABILITIES AND FINANCIAL INSTRUMENTS

F.12.2004 0-6MONTHS  6-12MONTHS 2016-2017 2018-2019 > 2019

Nen-derivative financial instruments

Principal payment on interest-bearing debt =20 -1 106 b ThE -30 -1 507
Projected interest payment oh interest-bearing debt 408 il 78 216 -1 a4
Trade payables 1272 O a 4} O
Total <1 700 <1 387 <5520 =246 -2 05051

Net settled derivative financial instruments:

Interest rate swaps - net cash flows? o] 0 o] 0 0
Cornmodity contracts -0 1 -6 0 4]
Total -10 1 -6 0 o]

Gross settled derivative financial instruments: >

Foreign exczhange contracts - outflows 0 4] o] 0 4]
Foreign excchange contracts - inflows s} u] a 0 u]
Cross-currency swaps - outflows s} Q a o] Q
Cross-curtency swaps - inflows 0 o] 0 0 o]
Total 0 ] ] 0 ]
Total 2014 1710 <1356 -5 536 =246 -2 001

Al active MANAGMENT CoMtracts have besn closs during 20ML4 Nohs derivatives contracts at year end 2004,

31.12.2013 0 -6 MONTHS 6 - 12 MONTHS 2015-2016 > 2018
Non-derivativa financial instruments
Ptincipal payment on interest-bearing debt Byt -255 -2180 -3331 -1 357
Projected interest payment on interest-bearing debt -450 151 -89G -410 <1302
Trade payables 1103 Q a o] Q
Total 2353 406 3073 -3 741 -2 650
Net settled derivative financial instruments:
Interest rate swaps - net cash flows -3 -3 -& 0 u]
Cormmodity contracts 1 5 -2 1 Q
Total 2 2 -10 1 L]
Gross settled dativative financial instruments:
Forelgn exshange contracts - oUtflows ~200 Q a o] Q
Foreign exchange contracts - inflows 860 o] 0 0 o]
Cross-currency swaps - outflows -4 225 o] 0 4]
Cross-currency swaps - inflows 3 200 a 0 u]
Total -32 23 o]
Total 2013 2387 427 -3 083 -3 740 -2 650
CREDIT RISK

Norske Skog rrakes a credit evaluation of all financial trading countempartizs, Based on the evaluation, a limit on credit exposure s established for each countsrparty. These limits are monitored
continuausty in relation 1o unrealisad profit onfinancial instrumants and placements. Themaximiurm credit sk arsing from financial instruments is represented by the carrying ameunt of financial
assets in the balance sheet. This indudes derivatives with positive market value except for embedded derfvatives, Embedded derivatives are not subjected to credit risk as there are no future
cash flows associated with such derivatives.

Norske Skog traces with a group of large Nordic and international banks which are publicly rated in the irterval fromm AA- to A= The credit sk on deposits and derivative transactions (s spread
aCross thess banks.

Norske: Skow's procedures for credit management of European trade receivables, and the authority to approve credit Ines to customers of European business units, are regulated by a policy

drafted and maintained by a centralisad credit management function at the head office, The operational responsibility to act within the guidelines as set olt by this policy ieswith sach business
unit. For aperations outside of EUrops, sustomer credit management is handled locally.
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Fair value of derivatives

The table below classifies financial instruments measured i the balance sheet at falr value, by valuation method. The different valuation methods are described aslevels and are defined as
follows:

Lewal 1 Quoted prices {unadjustedy in active rarkets for identical asssts of liabilities.

Level 2 Inputs other than quoted prices included within level 1that are observable for the asset or liability, either directly (e, as pricesy or indirectly (.e. derived from pricesy
Level & Inputs for the assat or ability are not based on observable market data (7.2, unobsarvable inputsh.

3122014 LEVEL1 LEVEL 2 LEVEL 3 TOTAL

Finanhcial assats at fair value through profit o loss

Trading derfvatives o] 0 0 0
Derfvatives used for hedaing a 0 s} 0
Cormmodity contracts and smbedded dervatives a o] 250 250
Total ] o 250 250
Financial lfabilitias at fair value through profit or loss:

Trading derfvatives 0 -15 s} -15
Derfvatives used for hedging a o] s} o]
Commodity contracts and embedded deffvatives a 4} =341 =31
Total ] -15 ~341 -356
31.12.2013 LEVEL1 LEVEL 2 LEVEL 2 TOTAL
Financial assets at fair value through profit or loss

Trading derfvatives a 16 s} 16
Derivatives used for hedging 0 0 0 0
Commodity contracts and embedded deffvatives a 5 144 149
Total ] 21 144 165
Financial liabilities at fair value through profit or loss:

Trading desvatives a -67 o] -67
Derivatives used for hedaing o] 21 0 -1
Cornmodity contracts and embedded derivatives o] 0 =317 =317
Total 0 B::] -317 -405

Thefollowing table shows the chandes i level 3 instruments at 31 Decetnber 2014,

ASSETS LIABILITIES
Opening balance 144 317
Gains and losses recognised in profit of loss 100 -3
Currency translation differences 7 16
Closing balahce 250 341

Norske Skog's portfolio of comimodity contracts consist rainly of physical eneray contracts. The commodity contracts classified as financial contracts are mainly related to ensrgy contracts in
Aulstralia and New Zealand. Embedded derivatives aremainly redated to energy contracts in Norway. Fair value of cornmodity contracts is sensitive to estimates of future energy prices. Fair value
of ernbedded derfvatives is ssnsitive to estimates of currency exchange rates and price indices.

The fair value of derivatives that are not traded inan active market (over-the-cournter derivativeshis determined using various valuation technicues. Inter eSt rate SWaps, cross-currency swaps.
forward rate agresrnents and foreign currency forward contracts are all valued by estimating the present value of future cash flows, Currency options are valued Using recoanised option pricing
models, Quoted cash and swap rates are used as input for calculating zero coupon curves used for discounting. The exchange rates used are the quoted dosing rates at 31 Decernber,

The fair value of commodity contracts recognisad in the balancs sheet is calculated by Using guotes from actively traded markets when available Otherwiss, price forecasts from acknowledoed
oxternal sources ars used, Cormmodity contracts that fail to meet the own-Use sxermiption criteria in 145 32 ars recoanised in the balancs shest and valusd on the same principle as financial con-
tracts, Sorne of these are long-term energy contracts. In calculating the fair value of embedded derivatives, valuation technicues are used in the absence of observable market inputs. Embedded
currency optfons are calculated using a Black 76 valuation model, where some input assumptions have been made h absence of an active lohg-term option mariet.

Fair value Thcludes the impact of credit risk and the adiustment for credit Hisk s dependent on whether the derivative is in the mohey (asseth o out of the mongy diability Creditvalue adiustment
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is applied to assets positions based on credt sk assocfated with the counter-party. Debit value adjustment is (frorm 2014 applied to iability positions, based on Norske Skog's own credit risk.

The following table is presented in accondance with IFRS 15,04, shewing the-fair valus of commodity contracts in level 3 aiven a chanas in assumpions 1 a reasonably possible altsmative,

FAIR VALUE OF DERIVATIVES IN LEVEL 3 GIVEN A REASONABLY POSSIBLE ALTERNATIVE 22004 31422013
Assats

Commodity contracts 210 112
Liabilities

Commodity contracts 336 it

The electricity prices for long-termn electricity contractsin New Zealand are not direcly observable inthe mariet for the whole contract length. A change in the forecast to a reasonably possible:
altemative would change the fair value, For the energy contracts in New Zealand, a reasonably possible alternative at 31 December 2044 wolld be a downwards parallel shift of the lohg end of
the forward clrve of 2% (dowrwards shift of 2% in 2013

31122004 3112.2013
DERIVATIVES LIABILITIES
Net investiment hedge
Cross-curtency contracts 0 0 0 21
Total ] 0 0 21
Other derivatives
Forward rate contracts O o] o] <12
Currancy options 0 0 1 -3
Forward contracts o] o] 15 46
Cormmodity contracts 221 -3 132 20
Ermbeded dervatives 20 322 17 =258
Total 250 -356 165 =384
Total derivatives
Forward rate contracts o] o] o] <12
Currency options a a 1 e ]
Forward contracts a a 15 46
Cross-curtency contracts 0 0 0 21
Cornmodity contracts 221 -3 132 20
Embedded derivatives 29 -322 17 -288
Total 250 -356 165 -405

The table above includes only derivatives, and the: total amount may differ compared to other tables showing financial assets and liablities.
All active management contracts (Forward rate contracts, Currency options and forward contractsy have been closs during 20%.,

1 Norske Skog terminated the remalning cross-currency contracts in the net investment hedge portfolio in 201,
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10. RECEIVABLES AND OTHER NON-CURRENT ASSETS

NOTE 31122004 31122012
Trade and other receivables:
Accounts receivable 1053 1303
Provision for bad debt -103 =00
Orther receivables 124 233
VAT receivables 50 60
Prepaid expenses 71 B
Total 1209 1574
Cther noh-current assets
Loans to ernployees 1 1
Long-term sharsholdings 23 130 125
Miscellaneous non-current recefvables 20 15
Derfvatives 7 23 14
Cormmodity contracts 7 204 122
Pension plan assets 13 O 22
Total 387 269

Norske Skiog Bruck entered into a factoring facility agreernent in Gotober 2014, The facility has a limit of EUR 25 million and s not bearing financial covenants, Accounts recelvable that have

been sold are deducted from accounts receivable in the balance shest, The utilisation at 31 December 2014 was NOK 75 million.

The credit risk on trade and other receivables is continuously monrtored, independent of due date. The group’s sales are mainly to larme custormers with a low degree of default. Collateral as

SOty s not normally requested. Further information regarding the group's credit policy for sales is provided inNote 8,

AGEING OF THE GROUP'S CURRENT RECEIVABLES 31122004 31122013
Not due 1134 1443
010 3 months 85 127
3to & months 0 &
Over 6 ronths 27 8%
Total ¥ 132 1664

M Does not include provision for bad debt.

The rasdnurn sredit sk exposUre at the year-end is the fair valug of sach class of receivable mentionsd above.
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T. INTEREST-BEARING LIABILITIES

Bonds 7 344 7402
Debt to financial institutions 304 615
Securitisation / Factoring Faciliies 413
Total 8151 8017
CURRENCY AMOUNT NOK NOK
INTEREST-BEARING DEBT BY CURRENCY 122004 122004 122004
ust 368 2 663 2179
EUR 543 4 008 4423
AJD 30 183 192
NZD 2 1 o]
Total interest-bearing debt in forsigh currencies 7 765 6 794
Interest-beating debt in NOK 306 386 1223
Total interest-baaring dabt 8151 8017

The average interest rate at 31 Decomber 2014 was 74% (8.0% at 31 Docember 2018,

DERT REPAYMENT
MATURITY OF THE GROUP'S TOTAL DEBT AT %1 DECEMBER 2014 DEET BANKS BONDS TOTAL
2015 al 1176 1267
2016 05 1171 1476
2017 253 3510 3763
2015 29 29
2019 20 29
2020 30 E
2021 21 21
2022 15 15
20032053 a4 1487 1521
Total 807 LT & 161
MATURITY OF THE GROUP'S TOTAL DEBT AT %1 DECEMBER 2013 DEET BANKS BONDS TOTAL
o014 166 a8 1047
2015 £ 062 1027
2016 66 1056 1153
2017 W 325 3007
20158 a4 0 3
2019 S o S
2020 % o %
2021 25 0 25
2022-2083 s 1217 1061
Total 511 7402 7013

Total debt listed in the repayrment schedule may differ from booled debt This is due to premiurmns or discounts onissued bonds, hedge reserves and fair value of hedging, At 31 December 20%,
the financial staternents included a discount of NOK 53 milllion (discount of NOK 86 rrillion at 31 December 2003 Premiurns of discounts onissued bonds are amortised in the income statement
over the lifetime of the issued bonds See Note Gfor loans secured by mortiage.
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NET INTEREST-BEARING DEBT

As a result of the termination of a large part of the fair value hedge portfolio in the beginning of 2003, an amount was redlassified in the balancs sheet, A hedge reserve efarred income
amoUnting to NOK 174 millioh is ihcluded ininterest-bearing debt as at 31 Decambet 20714 (NOK 185 million at 31 Decernbert 2013, The hedae reserve does not constitute any payment obligation
for the: group, but will be amortised in the income staternent over the termn of the debt that has been hedged §.e. until 2033

The group’s holding of own bonds in forelan currency amounted to USD 42 million and EUR 132 million at 31 Decamber 2014 (USD 42 million and EUR 132 million at 31 December 2013, These
holditias are deducted frof interest-beating debtin NOK.

22014

Interest-boating hon-current liabilities 7004
Interest-bearing current abilties 1267
-Hedge reserve 1%
- Cash and cash equivalants palel
Neat intarest-bearing debt 7 387
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12. EMPLOYEE BENEFIT EXPENSES

EMPLOYEE BENEFIT EXPENSES NOTE 2014 2013
Salariesincluding holiday pay 1466 1 564
Social security contributions 326 3156
Penglon costs 13 37 13
Other employes benefit expenses il 110
Total 1908 2002
NUMBER OF EMPLOYEES BY REGION 3.12.2004 3112.2013
Europe 2228 2 508
South America o] o]
Australasia €20 7ol
Agla s} s}
Corporate functions thead office) 5 &5
Total 2976 3275

The base salary for the: president and chief executive officer (CECH» Sven Ombudstvedt at 31 Decernber 2014 was NOK 4 360 000, Total salary and other benefits received by Ombudstvedtin
2014 amounted to NOK 8 554 313 (NOK 5 483 716 2013,

The CEO!S retirernent age is 64, Early retirement benefits and salary over 12 G (base amount in the Norwegian national insurance schemey are covered by a supplementary agreement for
corporate managernent. The CEO entered the company’s defined contribution pension plan from 1 January 201,

The mutual period of notice for the CEOTs s months, I dreumstances afse inwhich the company and the CEQ. by mutual agresment, terminate the contract of employment in the best interests
of the company, the CEO s entitled to Sevsrance pay equivalent to payment of basa salary for 18 months after the snd of the notice period. The amount recaivable by other mermbsrs of corporate
managerment under the: same circumstances is severance pay equivalent to payment of base salary for nine months.,

The annual bonus agreements for the CEO and other members of corporate management specify a madmum payment of 50% of base salary. The basis for calculating this bonus s set annually
by the beard and CEDLNo members of corporate rranagerment have besn given 10ans or aranted securities of auarantess from the smployer

The total rernuneration to rembers of the: board in 201 was NOK 4 038 098 (NOK 4 513 660 in 2013 including remuneration to members of the audit, eection- and remuneration committess
of NOK 975 583 (NOK 1 085 856 n 2013x

Pleass see Note 10 ih the parent company financial staternents for further information oh remuneration to secUtive employoss

REMUNERATION FOR MEMBERS OF CORPORATE MANAGEMENT (jn NOK 1000}
In accordancewith the code of conduct for corporate governanee recornmended by the Oslo Stock Exchange, salary, payments in kind and bohus for members of corporate managerent are

specified below,
CONTRIBUTION DEFINED GRANTED STOCK
PAYMENTS IN KIND ETC, CONTRIBUTION SCHEMES ~ OPTIONS 2014 (NUMBER
SALARY FOR 2014 FOR 2014 > BONUS 2014 > 2004 OF OPTIONS)
Sveh Ombudstvedt (CEGH 4 606 276 872 710 420000
Roar Gidedisn (COCH 1860 223 322 211 210000
Rune Sollie: (CFCy 1500 103 356 105 210000
Lars P Spetre (SVP) 1743 208 308 101 210000

CONTRIBUTION DEFINED

PAYMENTS IN KIND ETC. CONTRIBUTION SCHEMES

SALARY FOR 2013 FOR 2013 ™ BONUS 20132 2013

Sven Ombudstvedt (CEC 4 408 282 0 704
Roar didelien (CO0)» 450 53 0 53
Rune Gessing (CFC 2 557 228 1225 313

Yincludes car allowance, salary cormpensation for the transition to defined contribution pension, free tslephone, et

A Basad on results achieved in the financial year,

Lars P: Sperre was appointed senfor vice president (SVP) corporate strateqy & legal fror Apiil 209, Rune Sollfe was appointed CFO i January 2014 Roar Cidelien was appointed chief
operating officer (SO0 from October 2013,
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LONG-TERM INCENTIVE PROGRAMME

Acrevised long-term incentve plan was launched in 204, The plan targets a positve share prce development over a three-year perod from 201 to 2017 and allows the board to grant synthetic
share optiohs to the corporate management and other key smployees including managing directors of the Norwegian business units, The syntheticoptions are to be settled in 2017 at the board's
discretion, a maximurn of one third of the tatal number of options can be awarded through a bonus payment each year. The long-term incentive program issued intotal 3 780 000 synthetic
options. At the start of the program, Caward date 17 July 2005 2 250 000 synthetic options were awarded, leaving 1530 000 synthetic: options to be granted later. Each option carries the right to
be paid an amount i cash equal to () the fair market value less (o the exercise price, induding any hurdle rate added tothe exercise price as of the exenise date, Fair market value is the valume
weighted average trading price of the shares on Oslo Stock Exzhange over a period of five trading days starting on the exercise date, The exercise date s the latter of the date falling thres years
after the award date or the date of publication of the company’s interim financial staterments for the: first six months of 2017, The initial exercise price Girile price for the synthetic options was
NOK 4.80. The exercise price shall be ncreased by 10 per cent pro anno (the hurdle ratex The hurdle rate shall be added to the exerdise price annually ih arrears as of each anniversary of the:
award date, and shall from then be included in the basis for the calculation of further hurdle rate,

The ultimate cost of a cash-settled share-based transaction is the actual cash paid to the counterparty, which will be the fair value at settlerment date. The periodic: determination of this liability
is at each reporting date between grant and settlerment the fair value of the award. The fair value of the award is determined in accordance with the specific requirements in IFRS 2. During the:
vesting perod, the liablity recoonised at each reporting date is the fair value of the award at that date muliplied by the expired portion of the vesting periad. All changes in the liability are
recognisad in profit of 108S for the period, The fair value of the iability is determined by applying an option pricing model, taking into account the terms and conditions on which the cash-settled
transac:fon was granted, and the extent to which the employees have rendered services to date Norsle Sicon has made a fair value measurement of the liability using a Black & Scholes model
for European call options with no dividends.

REMUNERATION TO THE MEMBERS OF THE BOARD OF DIRECTORS AND COMMITTEE MEMBERS

{n NOK1 000>

REMUNERATION FOR

SALARY DIRECTORS FEE COMMITTEE WORK

Jarle Roth 0 427 14
Ervind Reitan 9 0 160 20
Ingelise Armtsen ™ a ) o]
Kjetil Baldean 537 326 ]
Eilif D o] 26 27
Siri Beate Hatlen 4} 326 10
Finn Johnsson ¥ o] 80 55
Paul Kristiansen 518 326 142
Karen Kyalevag @ o] 80 42
Karin Bing Orgland 4} 237 90
Jon-Aksel Torgersen 0 306 34
Svein Erk Veie 505 326 0

B Presdous membet who left the board during 20¥#.

AUDITORS FEES
{n NOK 1 000, excluding VAT »
NORWEGIAN

SUBSIDIARIES AUDITED SUBSIDIARIES SUBSIDIARIES

BY THE PARENT AUDITED BY GROUP AUDITED BY OTHER

PARENT COMPANY COMPANY AUDITOR AUDITORS AUDITORS
Audit fee 1192 37 1615 971 4152
Audit-related assistance U 270 0 a0 8] 360
Tax assistance: 516 ] 611 s} 1127
Other fees 15 o] s} 0 15
Total 1994 3% 2316 e71 5 654

B ALdit-redated assistance indudes services, which only auditors can provide, such as the limited resiew of interim financial statements, agreed control procedures ete.
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13. PENSION COSTS AND PENSION OBLIGATIONS

Norske Skog has various pension schames in accordancs with local conditions and practices in the countries inwhich the aroup operates. A total of 2 872 current and former employses are
covered by such schemes, Of these, 1076 people are covered by defined benefit plans and 1796 people by defined contribution plans.,

DESCRIPTION OF THE DEFINED BENEFIT PLANS
The key tatms in Norsks Skogis major defined bensfit pans are shown i the table balow.

BENEAIT IN% OF

PENSIONABLE PENSIONABLE EARLY

EARNINGS AGE RETIREMENT AGE
Norske: Sikogindustier ASA &5 30 &7 62 60
Norske: Siog Saugbrugs AS &5 30 &7 &2 213
Norske Slaxg Skogn AS 65 30 67 &2 155
Norsle Siaoa Walsum GrbH 50-70 40 6567 63 602
Norske: Siaog Paper Mills (Australia) Ltd, 50O 65 55 1

The defined benefit schemes i Norway cover people betwesn 56 and 67 years of age, who were employed before 1.January 201, The defined benefit obligations in Norway ohly encompass
active mermbers (a small number of people h eanly retiremant until the end of 20153, sincs they leave the defined benafit schame (having a paid-up policy when they retire,

Plan assets of the pension schemes in Norsie Skogindustrier ASA, Norske: Skog Saugbrugs AS and Norske Skon Sikogn AS are managed by a Iife insurance company and invested i accordance
with the general guidadines goveming investments by life insurance companies in Norway, With effect from the beainhing of 201, a new defined contribution scheme was introducsd in Norway,
with a contribution of 4% for eamings between 1and 6 G and 8% betwesn 6 and 125, The defined bensfit plan was closad and now only covers smployses born before 1 January 1968 who were
employed before the dosure.

When evaluating plan assets, thelr estmated value at 31 December is used, This estimated value s corrected every vear ih accordance with the figures for the market value of the assets provided
by the insUrance comparty.

Expected return on plan assets is based on histotical return and the investment profile of the plan assats.

When reasuring incurted obligations, the estimated obligation at 31 December is used, This estimated obligation is corrected every year in accordance with the figures for incurred pension
obligations provided by the actuary.

In addition to the beneafit obligation funded through insurane: plans, the grolp has unfunded bensfit obligations, of which Norske Skog Walsum GrnbH is the largest, The defined benefit scheme
at Norsie Skog Walsum GmbH was curtailed at the lsvel it had at 31 December 2010, meaning there is no increase in the obligation as a result of salary increases of the time worked for the:
company after this dates The majority of ernployees covered by the defined benefit scheme at Norsle Sloog Walsurn are in thelr late fifties and sixtes. Number of retired people:is 183, The: un-
funded obligations also clude estimated future obligations relating to the forrer Norwegian early retirement scherne, pengions to former owners of subsidiaries as well as pensions for senior
management and directors, Obligations relating to senfor management pensions are par thy funded through a supplernentary retirement plan with a life insurancs company.

In addition to defined benefit plans, there are also various defined contribution plans.

PTIONS MADE WHEN CULATING FUTURE BENEFIT OBLIGATIONS IN NORWAY 4 2013
Discount rate/expectad return on plan assets 2.2% 3.6%
Salary adustment 2.4% 2.5%
Social sscurty increaseimflation rate 3.0% 35%
Pengion growth rate 0.0% 00%

The discount rate applied for the pension schemes in Norway for 2014 (s based onthe interest rate for covered bonds. Subsidiaries can deviate from these assumptions if local conditfions require:
s The discolnt rates applied vary froml 9% to 37%. For Norske Sioog Walsum GmbH, the discount rate used is 15% 2015 35%x Norske Skog has usad the mortality table in Norway (K2013BE
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NET PERIODIC PENSION COST 2004 2013
Current service cost 10 17
Pension cost defined contribution schemes 24 23
Accrued national insurancs conttibutions 1 1
Recognised curtalment and sattement 0 28
Neat patiodic pansion cost 35 13
Net pariodic interest cost 23 pra §

Estimated payments to the group's defined benefit pension schemes in 2015 amount to NOK 40 milion (NOK 30 rillion in 2015

PENSION PLANS IN THE BALANCE SHEET

PARTLY OR FULLY FUNDED PENSION PLANS 31122004 3112.2013
Projected bensfit obligations including national insurance contibutons =30 375
Plah assets at fait value 281 400
Net plan assats/pension obligations ¢} in tha balance sheet 29 22
UNFUNDED PENSION PLANS 31122004 31122013
Projected bensfit obligations ncluding hational insurancs contributions =790 T4
Net plan assats/pension obligations ¢} in tha balance sheet 820 714
SPECIFICATION OF PENSION PLANS IN THE BALANCE SHEET NOTE 3.12.2004 31422013
Pension assets in the balance sheet 10 0 22
Pension liabiliies in the balance sheet -820 714
Net pansion obligations: -820 -692
Net unfunded pension plans 700 T4
Net partly or fully funded pension plans -29 22
CHANGES IN PENSION OBLIGATIONS FOR PARTLY OR FULLY FUNDED PENSION PLANS 2004 2013
Balance 1 January 378 510
Divested companies 0 =35
Current years' service cost 17 12
Current years' interest cost 13 Q
Pension paid -26 i}
Curtailments/settloments -1 -53
Other changes a 28
Currency translation differences -5 3
Rermeasuremshits 72 =7
Balahce 31 Decamber 310 378
CHANGES IN PLAN ASSETS FOR PARTLY OR FULLY FUNDED PENSION PLANS 2004 2013
Balance 1 January 400 479
Divested companies 0 =35
Return on plan assats 14 M
Curtailments/settlements =21 -55
Other changes Ril o]
Employer contributon 17 4]
Remeasurements 133 0
Currency translation differences 10 u]
Balance 31 Dacember 2&1 400
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CHANGES IN PENSION OBLIGATIONS FOR LN IDED PENSION PLA! 2013
Balance 1 January T4 577
Divested companies 0 &
Current year's service cost -4 -6
Current year's interest cost <18 <15
Pension paid 21 34
Contributions to the plan assaets 0 o]
Curtalments/settoments 0 o]
Other changes 0 -00
Currency translation differences ~bdy u]
Rermeasuremshits -3 -63
Balahce 31 Decamber =790 =714

Remeasurements is mainly related to changes in finandal assumptons.

2014

INVESTMENT PROFILE FOR PENSIO FUNDS DISTRIBUTION

Shares 36 13 79 200
Bonds 177 &3 212 53%
Properties and real estate 22 8% 3B 108
Money rarket 47 7% 54 13%
Other 0 Of% 17 45
Total 281 400

SENSITIVITY ANALYSIS

Norske: Skog has performed sensitivity analyses for the most important assumptions related to defined benefit schemes to predict how fluctuations will impact pension liabilifes in the
consolidated balance sheet. Inrelation to the assumptishsmade ih the calculation of pension obligations the amount is most sensitive to changes in discount rate, salary adiustment and pension
arowth rate. The sensitivity of the pension obligation is showh in the table bolow:

5E INCREASE DECREASE
Discount rate - 0.5% -62 67
Salary adustmsnt - 0,5% 42 11
Future national secuarity - 1.0%. ) 11
Future pension - 1.0% N/A N/A

The above sehsitivity analyses are based ona change inan assumption while holding all other assumptions constant. In practice, this isunlikely to ocour, and changes in some of the assurmptions
may be correlated.
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14. OTHER OPERATING EXPENSES

2004 2013
Mairtenance rmaterfals and services 406 540
Marketing expensas 13 16
Adrinfstration, insurance, travel expenses et 211 251
Losses oh actounts receivable @ 13
Operating leases 55 53
Ressarch and developrent 2 2
Changes in environmental provisions <10 51
Miscellaneous expenses 158 181
Total o35 1014
Specification of losses on accounts racaivabla
Recelvables wiitten off during the period & 5]
Payrrients recoivid on items praviously written off 0 o]
Changein provision for bad deft 3 7
Total ] 13
OPERATING LEASES
The group recoonised expenses of NOK 55 million inrelation to operating leases in 2014 The equivalent expense in 2013 was NOK 63 milllion.
MINIMUM LEASE PAYMENTS RELATING TO OPERATING LEASES 3.12.2004 31422013
Not later than one year 20 20
Later than oneyear and not later than five years el 36
Later than five years 3 7
Total 62 63
FINANCE LEASES

Leases of property, plant and equiprment where control and substantally all the risks have been transferred to the group are classified as finance leases, Finance leases are capitalised atthe
inception of the leass: at the lower of the fair value of the asset and net present value of the minimurm 18ase payments. The capitalised value s depreciated on alinear basis over the estimated
eCoNoMmic: e,

MINIMUM LEASE PAYMENTS RELATING TO FINANCE LEASES 3.12.2004 31422013
Not later than one year 24 23
Later than oneyear and not later than five years 20 218
Later than five years 100 106
Total 23 210
Future finance charges on finance leases -83 -85
Present value of minimum leasa payments 130 124
PRESENT VALUE OF MINIMUM LEASE PAYMENTS 31.12.2004 31122012
Not later than one year 23 jra i
Later than ohevear and not later than five years 65 &0
Later than five years 42 43
Total 130 124
Capitalised value of leased property, plant ahd aqui (machinety ahd 2qui| ¥ 103 106
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16. OTHER GAINS AND LOSSES

2013
Gains and Insses from divestrents of business activities, property, plant and eqquipment 17 178
Changes invalue - commodity contracts ™ G 402
Changes in value - embedded derivatives =22 -403
Changes ih value - biological assets -8 14
Gther realised gains and losses 13 A2
Total 3 -1 100

Wy Lsng-term financial contracts and commodity contracts that no lenger mest the requirement in 1AS 395 related to own use are measured at fair value.
The net 10ss on divestments of business activities, property, plant and equirnent in 209 of NOK 17 rrillion was primarily related scrapping of equipinent no1ongar in uss,

The net loss on divestments of business activities, property, plant and equipment in 2013 of NOK 178 milfon was primarily related to the divestments of Norske Skog Pisa Lida, in Brazl and
Morske Skog (Thailand Co, Ltd, in Thailand,

On ¥ June 2013, Norske Slon signed an agreement for the sale of B1% of its shares in Norslke Skog Pisa Lida, in Brazil. The transacton was completed on 27 June 2013, The total loss of NOK.
218 milllion on the divestment consisted of NGK 95 million relating to the divestrment of B1% of the shares, and NOK 23 million relating to the remaining 49% stalee which was recognised in the
balance sheet a3 an associated compary in line with the equity method of accountng at 1 December 2013, The loss on the remaining 49% stake consisted of the difference betwesn the book
valug of the nat ass6ts derecognised and the fair value of the investment in associated comipany. See Note 19 bvestments in associated cormpanies for more infortnation, The oss on the divested
B1% stake incuded NOK 12 million relating to currency translation differences and net investrent hedge that were recoonised directly in equity during the ownership perfod and reclassified to
Gther gains and losses upon loss of control.

On 5 Cetaber 2013, Norske Sion signed an agreement for the sale of its shares in the comparty that owns and oparates the rmill at Singburl in Thailand, Norske Skoa (Thailand Co. Ltd. The
transaction was completed on 21 November 2013, Norske Skog Singbur was deconsolidated from this date and a gain of NOK 4% millioh was recognised. This amount incduded a gain of NOK 35
rilion redated to currency trandation differences that were recognised directly n equity during the ownership period and reclassified to Gther gains and losses upon divestrment.

The net loss on divestments of business activities, property. plant and equipment also included a loss of NOK 26 million in relation to input VAT on transaction costs incurred upen the
divestrments of mills in South Korea and China in previous years. The Norwegian VAT authorities daim that this amount is not deductible. However, Norske Skog does not agree with this dairn and
expects to take out legal proceedings. Norske Skog has no outstanding payrments to the VAT authorfties in relation to this amount and has expensed the full armount in 2013, due to uncer tainty
regarding the outcome of this cass, The remaining amount induded in the net loss on divestments of business activities, property, plant and equipment indluded a gain of NOK 23 million on
divestments of non production related property.

Morske Skog's portfolio of commodity contracts consists mainly of physical eneragy contracts. The fair value of cormodity contracts is especially sensitive to future changes in energy prices.
The fair value of embedded detivatives in physical contracts isinfluenced by currency and price index fluctuations A sensitivity analysis of the impact on profit after tax of luctuations in ensray
prices. currency and price indicas is aiven in Notz 8, The valuation tachnigues used are described in Note &, The gain oh commodity contracts in 2014 were due to negative change in Producer
price index in New Zealand, Ih 2013 the losses were due to lower expected future eneray prices.

Crther realised gaing and losses of NOK 13 milllion in 2014 were primarily related financial hedging of energy and sale of emission rights. Other realised gains and losses of NCOK <102 millioh in2013
ware primatily related to the termination of the lohg-tefn group agresment from 1998 that applisd to the SUBY of energy in Southern Norway.
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17. INCOME TAXES

Current tax expense -55 =100
Changeih deferred tax <155 600
Total 213 500
Profit/loss before income taxas 120 -2 344
Cormputed tax at nominal tax rate of 27% (2003 25%) it =) 656
Difforences dus to different tax rates 5 -4
Result from associated cormpanies 1 7
Exempted incomefon-deductble expenses =28 -4
Reversal tax provision &7 23
Divestrment of subsiciaries o] -52
AdJUSENBNE Previous years 0 28
Deferred tax asset not reconnised -617 149
Other ftems 12 40
Total tax expensa ) income 5 3 500
Norway & Q
Rest of FUrope 7 21
Outside Europe: 0 158
Total 13 39
Net deferred tax Cxliability 1 January 142 <120
Deferred tax charged in the income statement -155 600
Divestment of subsidiaries 4} 176
Tax expenss in other comprehensive income 212 3
Tax effect FX net investment hedoe: 0 -85
Grouptax allocation balance shest 19 -4
Currency transtation differences =42 57
Net defarred tax asset/liability ¢ 31 Dacambar 183 149
DEFERRED TAX ASSET AND DEFERRED TAX LIABILITY 31122004 3112.2013
Norway 578 530
Rest of Europe 0 4]
Outside Europe: 20 2
Deferred tax asset 508 54l
Norway 24 Q
Rest of Europe =300 =240
Outside Europe: 0 143
Deferred tax liability -415 -302
Neat defarred tax asset/liability ¢ 1583 149
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DEFERRED TAX DETAILS 31.12. 200,

Fixed assets, exceoss values and depraciation -665 544
Pensions 108 7
Provisions and other fabilities 135 -1
Currency translation differences and financial instrurments 337 -306
Deferred tax clrrent itsms 25 57
Tax losses and tax credit to carry forward 4335 4 005
Deferred tax asset not recognised 2 -4 003G -3142
Net defarred tax asset/liability ¢ 153 149
LOSSES TO CARRY FORWARD BY REGION AND EXPIRY DATE 31.12.2014 NORWAY REST OF EUROPE OUTSIDE EUROPE TOTAL
2015 " "
2016 0 o]
2017 117 117
2018 104 104
2013 43 43
2020 34 3
2021 and later 34 3
Ihdefinits axpity 9 232 3747 1877 14 866
Tax losses to carry forward 9232 4 000 1877 15190
Tax losses not recognised -5 307 -4 104 -2 008 14 B0
Tax credits and other adjustments 1307 14 20 053
Total tax lossas and tax cradits to carty forward - recoanisad 2142 L] " 2213
Daferred tax asset 578 L) 20 568
Tax rates 274 0 28% 274
LOSSES TO CARRY FORWARD BY REGION AND EXPIRY DATE #1.12.2013 NORWAY REST OF EUROPE QUTSIDE EUROPE TOTAL
2014 o] 85 0 85
2015 0 10 s} 10
2016 0 0 s} o]
2017 a 109 4} 109
2018 o] a7 0 97
2013 and later 0 102 s} 102
Indefinite expiry 373 3285 1272 13930
Tax losses to carry forward 9373 3687 1272 14 332
Tax Iosses hot recoanised™ -5 050 -3320 -1 265 -10 653
Total tax lossas to carry forward - recognisad 3314 358 7 3 680
Deferred tax asset 805 1a 2 10156

¥ Deforred tax asset not recognised amounted to NOK 4 009G million at 31 December 2004, NOK 3 858 million was redated to tax losses to carry forward and NOK 237 milion was related to
other deductible termporary differences, Deferred tax assat not recognised amounted to NOK 3 142 million at 31 December 2013 NOK 2 837 million was related to tax losses to carry forward
and NOK 205 million was related to other deductible terporary differences.

Deforred tax asset arising from the carry forward of unused tax Ibsses is tested against expected future taxable profit on entity level, Total tax 108ses to carty forward recognisad amounts to
NOK 754 million at 31 December 2004, whereof NOK 540 million came from Norway and NOK 214 million from outside: Europe. Lohg-tern financial forecast for the Norske Skog group for the
next three to four years perfod is used as basis for capitalisation of deferred tax assets.

Tax payable consist mamly of income taxes, withholding taxes and a part of CVAE taxin Francs,

Individual companies may have permanent differences, such as received dividends, which are: generally non-tasxable.

Indivect tax regimes are cormplext in many jurisdictions and between jurisdictions in cross-border sales. Basis for indirect taxes may differ from taxes related to stamp duty tax on restructuring
and busihess combinations,

Current and deferred taxes are recognised as expense of ihcome in the consolidated incorne staterment. Taxes on tranglation differences, net investrnent hedge, other reclassifications or
re-measurements of post-employrment benefit obligations are recognised in cther comprehensive incorme.
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NOTE 31.12.2004 31122012
Inventories
Raw rmaterials and other production input il 747
Seri-manufactured materials 17 1
Finished goods 516 516
Total 3 1334 1274
Other current assets
Derivatives 7 & 20
Cornmodity contracts 7 17 je]
Current frvestments 7 16 112
Total 39 141
Trade and other payables
Accounts payable 7 1272 1104
Accrued labour costs and taxes 504 455
ActtUed sXpenses 379 465
Othier interest-free liabilities 16 16
Total 2172 2040
Other current liabilitias
Derivatives 7 80 16
Cornmodity contracts 7 10 15
Arcrued emission ghts 29 30
Accrued financial costs 172 201
Restructuring provision 20 17 166
Total 308 540
Other non-current lisbilities
Defivatives 7 242 250
Cornmodity contracts 7 24 12
Disrnantling provision 20 &5 55
Enwronmental provision 20 211 193
Deferred recognition of emission rights 18 101
Deferred recognition of government grants 53 a1
Other non interest-bearing debt il 17
Total 852 S22
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19, INVESTMENTS IN ASSOCIATED COMPANIES

CARRYING CURRENCY
SHARE VALUE SHARE OF TRANSLATION
31122004 3142.2014 PROFIT/LOSS 2014 DIFFERENCES ADDITIONS
Malaysiat Newsprint Industries Sdn. Bhd. F3TE 40 15 52 o] 343
Norske Siaog Pisa Ltda, 000 0 0 -1 =222 223
Other associated companies 12 14 u] 4 29
Total 420 1 51 218 505

Investrents in associated companies are accounted for in accordance with the equity method, Share of profit presented in the table above is the group's percentage share of profit after tax,
adjusted for amortisation of sumplusvalue at group level allscated to the investment at the time of acquisition. In 2013, the recognised share of profit/loss in assodated companies amounted to
NOK 25 milllion, currency transkation differences amountsd to NOK 4 milllion and additfons/disposals amourted to NOK 225 million.

MALAYSIAN NEWSPRINT INDUSTRIES SDN. BHD. (MNIX

The company is incorparated in Kuala Lurnpar, Malaysia, and is a producer of newesprint. The carryihg value of Norske Skog's investment Tn MNIwas NOK 210 million at 31 Cecermber 201, which
corresponds to Norske Slad's share (33.7%) of the equity in MNI's company financial statements. Based on the company’s financial statements, operating revenue in 2004 was NOK 837 million
{NOK 945 million in 2013 and net profit was NOK 43 million (NOK 77 milion in 201 Total assets amounted to NOK 1725 million at 31 Decarmber 201 (NOK 1 573 million at 31 December 2013
and total Fabilities were NOK 463 million at 31 Cecember 20¥ (NOK 765 million at 31 Decermber 2013x

NORSKE SKOG PISA LTDA.

On ¥ June 2013 Norske Skog signed an agreement for the sale of 51% of its shares in Norske Skog Pisa Ltda, in Brazil, The transaction was completed with effect from 27 June 2013, Following
the: transaction, Norsie: Skog was nolonger the controling owner of the mill, and Norsle Sl Pisa was therefore deconsolidated from 27 June 2013, At the time of the: inftial divestrnent. Norske
Sion had akko agreed upon the terms of sale for the remaining 49% of fts shares in Norske Skog Pisa. In January 204, Norske Skog renegotiated the terms of the sale of the remaining stake,
with an accaleratad tmeline, and a sales price of USD 37 million. The value of the investment in Norske Skog Pisa Ltda. at the end of December 2013 reflectad the agreed sales price of USD 37
rillion (NOK 223 milliohx The sales procesds was received in the second guarter of 20%. The gain (Joss) from the sale of the shares in Norsie: Skog Pisa Ltda, ihcluding the value adjustment
at 31 Decernber 2013, was dassified within the income staterent line ftem Other gains and losses in 2013, 5ee Note 16 for further information,
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20. PROVISIONS

RESTRUCTURING DISMANTLING

PROVISION PROVISION
Balance 1 January 2013 140 a2 250
Changes and new provisions 135 -3 s
Utilised during the year 492 ) -4
Periodic: unwinding of discount 0 3 &
Currency translation differences 13 1 2
Balance 31 Dacember 2013 166 56 193
Changes and new provisions 4 6 -8
Utflised during the year <153 -8 -4
Periodic: unwinding of discount 0 3 &
Currency translation differences s} 1 22
Balance 31 Dacember 2004 17 65 211

RESTRUCTURING PROVISION
The restructuring provision on NOK 17 million at 31 Deceamber 201 is dassified in the balance shest line item Other curret Fabilities, The provision includes variols restrusturing actvities
included provision for sevierance payments and other costs at Norske Slag Bruclkc (NOK & million, Norske Sag Walsurm (NOK 2 million) and Norsice Sloa Slaoan (NCK. 8 millions

The armount expensed T 2014 in relation to restructoring activities amounted to NOK 4 million. This relates mainly to the restructuring activities listed above. Total payments redating to
restructuring activities in 2014 amounted to NOK 153 million. This relates mainly to the dosure of Phé at Norsie Sion Walsum (NOK 27 million and head office (NOK £ milliony,

The restructuring provision at 31 December 2013 was NOK 166 million. NOK 138 million of this provision related to severance payments and other costs at Norske Slcon Walsum, whers it was
derided durihg 2013 to perranently stop production at one paper machine (P4 The machine ceased paper production in December 2013, Various other restructuring activities included
provisions for severance payments and other costs of NOK 13 million a5 a result of the ongolhg downsizing at head office and changes in corporate management, NOK 7 million at Norske Saog
Bruck. and NOK 5 millioh at Norske Slkaog Boyer,

The amaunt expenssd in 2013 in relation to restructuring activities amounted to NOK 145 million. This amount related maily to the provisions Isted abave, offset by the recognition of NOK A0
million income dueta the reease of provisions expensed in 2012 at Norske Sikog Tasman (NOK & milliond, Norske Sag Golbey (NOK. 3 million and Norsie Skog Siaoon (NOK 1 millionx Total cash
flow relating to restructuring activities in 2013 amounted to NOK 122 million, and related mainly to Norsics Sikog Tasman (NOK 77 millor Norske Skog Walsum (NOK 20 million» and head office
{NOK B million.

DISMANTLING PROVISION

Provisions related to future dismantling costs arising fromm a future closing dewn of production facilities amountsd to NOK 65 million at 31 Decermbsr 20%. compared to NOK 56 million at 31
Decamber 2013, The total armount is dassified as non-current and will only be realised at the time of a future shut down of any of the Norsiee Skog production units, The provision is the net
present value of the future estimated costs, calculated usihg along-term riskfree interest rate. The perfodic urminding of the discount is recoonised inthe incorne statement line Financial items.
The opposite entry for dismanting provision and change in provision estimates is Property, plant and equipment,

Discount rates and assumptions induded as part of the: best estimate will impact the future carrying value of the dismantling provision. To illustrate the sensitivity, a reducton in the future
discount rate of one percentage point would increase the provision by approdmately NOK & million, with a corresponding increase in future depreciation on property, plant and eqquipment.

ENVIRONMENTAL PROVISION

The group's prowision for environmental obligations is presented in the balance shest as Other non-current abilifes. The provision is related to estimated future costs for cleaning up any
environmental pollution caused by Norske Skon production units. The prowision will rmainly be realised Th a future period upon a potential shut down of the production activities of any of the:
Norske Skog producton units. lncreassd envronmental requirements from local governments may also lead to realisation of this provision at an sarlier point in tme.

Provisions for future environrmental obligations amourtad to NOK 21 milion at 31 Decernber 2014 compared to NOK193 million at 31 December 2013, The increass is due to currency translation
efferts and lower discount rates. Resources spent on environmental activiies during 204 amounted to NGK 4 million.

The cartying value of the provision is the bast estimate made by measuring the expected value of the specific obligations, discounted to present value usihg a long-term risk-free interest rate
when the time value of money is material. Changes in factors included inthe expected value will impact the carrying value of the obligation. To fllustrate the sensitivity, a reduction in the future
discount rate by one percentage point would increase the provision by approsdrately NOK 24 million. Changes i accounting estimates not related to asssts are dassified as operating items in
the income statement, and the periodic unwinding of the discount is recodnisad within the incorne statament line Financial itsms
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21. NON-CONTROLLING INTERESTS

2004 2013
Non-controlling intsrests at 1 January o] o]
Profit/loss for the year atttibutable to nen-controling interasts 0 o]
Changes in non-controling interests 0 <10
Dividend paid to non-controlling interests 0 4]
Currency translation differences 0 1
N tralling it at 31 Dy l 0 [

Following the divestrents of Norsle Skog Pisa Lida. and Norske Siog (Thaiand) Co. Lid. in 2003, Norsike Skog does hot have any remalhing non-controlling interests.

22 EARNINGS AND DIVIDEND PER SHARE

2004 2013
Profit/loss far the year in NOK million attributable to owners of the parent =1 504 -1 &4d
Weighted average number of shares in 1 000 180 933 169 866
Basic: and diluted earnings/1oss per share in NOK 2 702 871

B There were no dilltion affects in 2014 o 2015,

No dividends were paid for the: ihancial year 2013 The board of directors recommends that no dividend should be disbursed for the financial year 20¥%. The dividend decision will be: made by
the annual general miestng on 16 Aprl 2016,

3 AMNUAL REPORT 2014 MORSKE SKOG

24.10.2019 kI 22:07 Brgnngysundregistrene Side 102 av 140



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

CONSOLIDATED FINANCIAL STATEMENTS NCRSKE SKOGINDUSTRIER ASA

23.SHARES

SHARE CAPITAL CARRYING VALUE
SHARES INCLUDED AS FINANCIAL ASSETS CURRENCY (N1 000> OWNERSHIP % (N NOK 1 000
Shares ownead by the parant company
Miscallaneous shares NOK 20
Shares owned by other group companias
Euedtiurn SAS, Parfs, France EUR 174 B0é 5 75373
Exeltium 2 5AS, Paris, France EUR 3440 5 1482
Fiord-IT AS. Oslo, Norway NOK 215 8 3002
Licella Fibre Fuels Pty Ltd, Sydney, Australia AU 2 857 125 152200
Pavatex Holding AG. Cham, Switzerland CHF a2 608 5 40 565
Other shares, each with book value bedow NCK 1 million NOK 3011
Total 138 653
Total shares includad ag financial assets 138 672

SHARE CAPITAL CARRYING VALUE
SHARES IN SUBSIDIARIES CURRENCY QN1 000) OWNERSHIP % QN NOK 1 600}
Shares i Norwegian subsidiatias ownead by the parent company
Lysaker Invest AS, Oslo NOK 109371 100 308371
Nomeaws AS, Oslo NOK 100 100 100
Norske Sl Elsnclom AS, Oslo NOK 1500 100 120681
Norsle Sioa Holding AS. Oslo NOK 30 100 &0
Norske Skon Kraft AS, Oslo NOK 100 100 115
Norske: Siog Nordie: & Export Sales AS, Oslo NOK 1100 100 324
Norske Sl Property AS, Oslo NOK 5000 100 & 554
Norsle Sl Saugbrugs AS, Halden NOK 1052 100 100 2 075120
Norsle Sion Shared Services AS. Levanger NOK 840 100 1072
Norske Sion Sogn AS, Levanger NOK 1052 100 100 181077
Norske Trelndustrier AS, Oslo NOK 417 340 100 & 00 196
nsiFocus AS, Oslo NOK 100 100 100
Wood and Logistics AS, Oslo NOK 3000 100 3083
Total 10 599 566
Sharas ihforaign subsidiarias owned by the parant company
Norske Siaag Adria duow, Trzin, Slovenia EUR 21 100 164
Norske Sioa Baigium N, Antwarp, Balgium EUR & 100 3470
Norske Sion Bruck GmibH, Brudk, Anstria EUR 20000 jeeke] &1 397
Norske: Siog Danmark ApS, Vaerlase, Denmark DkK 200 100 25
Norske Siaoag Deltschland GmbH, Augsburg, Gerrraty EUR 520 100 6715
Norske Siog Espana SA, Madrid, Spain EUR &0 100 14755
Norsie Sikon France SARL. Paris, France EUR 235 100 7932
Norske Sion Golbey SAS, Golbey, France EUR 137 388 100 0971 660
Norske: Slog Holland BY, Amsterdarn, The Netherands EUR 170100 100 41 387
Norske Siaag Hungary Kit, Budapest, Hungary HUF 3000 100 pils}
Norsie Sioa Falia 5L, Mian, kaly EUR 10 95 84
Norsie Sion Osterreich GmbH, Graz, Austria EUR 35 100 380
Norske: Siaog Papers (Malaysiax Sdn. Bhd, Kuala Lumipur, Malaysia MYR 5002 100 383 243
Norsle Skon (Gehweizx AG, Z0rich, Switzerland CHF 50 100 133
Norske S (UK Ltd, London, United Kingdam GBP 100 100 2
Norsie Sl Walsurm GimbH, Duisbura, Germany EUR 150025 100 0
Total 1511 863
Total sharas in subsidiarias owhad by the parant company 12511 419
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SHARE CAPTA

SHARES IN SUBSIDIARIES CURRENCY AN 000> OWNERSHIP %
Shares inother ies owned by lidatad i

Norske Skog AS NOK 30 100
Norske: Slog (Australagiay Pty Lid, Sydney, Australia AUD 21000 100
Norske Saog CAustraliay No. 2 Pty L, Sydney, Australia AUD o] 100
Norsle Siaoa Bruck GrmibH, Bruck, Austria EUR 20000 01
Norske Siog Capital (Austrakay Pty Lid, Sydney, Australia AUD 223000 100
Norske: Skog Capital (New Zealandy Ltd, Auckland, New Zealand NZD 1 100
Norske Siaag Holdings (tNouL Ltd, Auckland, New Zealand NZD o] 100
Norsice Slaog Holdings (Now23 Ltd, Alckland, New Zealand NZD 0 100
Norsice Siaog Holdings (Now3s Ltd, Aucidand, New Zealand NZD 1 100
Norske: Siaog Holdings Sohweizx AG, 2lig, Switzerland CHF 100100 100
Norske: Slog Industries Australia Ltd, Sydney, Australia AUD 130000 100
Norske Siog Industries Canada L, British Columbia, Canada CAD 821185 100
Norsle Sl talia SrL. Milan, kaly EUR 10 5
Norske: Siog Overseas Holdings AG, 20rich, Switzerland CHF 100 100
Norske: Siaog Paper Mills (Australia) Ltd, Tasmania, Australia AUD 7530 100
Norske: Slog Papler Recycling GrbH, Bruck, Austria EUR 200 100
Norske Siaag Tasman L, Auckdand, New Zealand NZD 725000 100

24. CAPITAL RISK MANAGEMENT

Norske Skog's objective when rmanaging capital is to madmise return on equity within the limits set by the group's external debt financing.
In order to improve the capital structurs, the group may adjust the amount of dividends paid to sharsholders, retum capital to shareholders, issue new shares or sell assets to reduce debt,

SeeNote 8 for futher information on the debt maturity and Note 27 for futher information on the refinancing of bonds after the balance sheet date.

25. CONTINGENT LIABILITIES

Norske Skog 15 an intsrnational company that, through its ohaoing business operations. will be exposed to Iitigation and claims from public authorities and contracting parties as well as
assessments from public authorities in each country it operates.

Norske Skog has continued the process related to simplification of the groups corporate structure in 2014, The simplification of the aroup’s corporate structure in combination with changes in

individual courtries’ 3% 13ws could INcreass the group's tax sxposure. However dug to comploted reorganisations and tax a558ssments. the overall tax exposure has decreassd during the last
years.

26. RELATED PARTIES

Al transactions with related parties are condustad ih accordancs with the arm’s length principle.

Sormeof Norske Siogindustrier ASA’s shareholders are forest owners delivering forestry products to the group's production units in Norway: One of the board members, Eilif Due, is a forest owner
who supplies wood to the group on normal cormmercial terms. All contracts for supply of wood are entered into through forest owner associations of cormpanies.

In 20713, Norslee Skog entered it a contract with Fram Blendorn (Frarm Realinvest AS, Sjalyststranda Nasring AS, Fram Eiendomsdrift AS and Slaayen Naaringsbyan ASy for the lease of its head
oiffice at Skayen. Torstein L Tvenge, together with dose farmily members, controls 100% of Fram Eiendom. Twenge is also a shareholder of Norslke Skogindustier ASA, The: lease contract for the

head office has been entered into on normal cornmercial terms. Lease payments to Fram Elendom recognised as an expenss in 2014 amounted to NOK 41 million.

Purchases of goods and services by associated company Malaysian Newsprint Industries Sdn, Bhd.(MND-from other cormpanies i the Norske Siaa group during 201-arnounted to NOK O milion
{NOK 10 million in 20133 There were no amounts payable by MNI to the Norske Skog group at 31 Cecemnber 204 or 31 Decermber 2013,

Nong of the board members receives remuneraton for thefr work for the company frofn any source other thah the company itself,
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27. EVENTS AFTER THE BALANCE SHEET DATE

On 22 January 2015, Notsie Slod launched two ssparate offers (D an offering of EUR 290 million (EUR 179 milliohx Seniot Secured Notes (SSN) due Decernbert 2019 to achievie a broader
refinancing and debt extension of the: group's capital structure and i an exchange offer of exdsting notes.

On 24 February 2015, Norsie Skog completed the refinancing of a portion of its bond maturties through the issuance of EUR 250 milion senfor secured notes (S5 and the excchange of edsting
bohds into new bonds with lohger maturities, Norske Skog has extended the maturiies on a significant portion of its indebtsdness., with new notes matwing in 2013 2021 and 2023, The new
EUR 280 million 55N rmature in Decamier 2019 and will be structurally senior to all remalhing esdsting notes and notes issued in the: exchange offer, The S8N is secured by among other thinos
share pledge in operating subsidiaries, new intermediate holding companies, and Th addition asset plede in the Australasian business. The terms of the SSN include custornary default and cross
default terms, and the poal of security can be enfarcad uponina continuing default seenario under the SSMs. The exchange notes will be structurally junior to the SN, but structurally senior
o remaining existing notes and rmature in 2021 and 2028, The remainihg sxisting notas will be structurally junior to the S5N and exchange notes.

More than 75% of the exdsting bond holders consented to the transactions, and approsdmatedy 45% of the exdsting bonds participated in the esxchange offer. Immediate de-leveraging of around
NOK 500 million was realized in the refinancing. This leads to a significant improvement i the group's total Fquidity, despite a short-term increase i the cost of borrowings.

InJanuary. prior to the offering of the 58N and the eschange offer, several changes in the: Norske Siog comporate structure were made. Norske Sion AS was established as therissuer of the 55N,
while Norsle Sion Holding AS was established as the offeror of the exchange notes.

The chait of the board at Norske Skogindustrier ASA Jarle Roth has informed the slection committee that he is not a candidate for re-alection as chair, The election committes unanimously
proposes that Jon-Aksel Torgersen take over as new char at the annual general mesting on 16 April 2016, Jon-Aksal Torgersen has been director of the board since 2012, and has extensive

managerent and board experience from Norweglan and ihternational industry, shipping and finance.

There have been o other svents after the balance shaet date with significant impact on the financial statsments for 20k,

The table below shows the Norske: Skog group's issued bonds maturty profile after the completed refinancing at 24 February 2015,

QUTSTANDING
CURRENNCY ORIGINAL AMOUNT

October 2005 USD 6.125% UsD 200 mill UsD 4l mill
October 2033 Ush 7125% ush - 200 mill Ush 95mill
June 2016 EUR 11.75% EUR 150 mill EUR 12 mill
June 2017 EUR 70068 EUR 500 mill EUR 215 mill
December 2019 EUR 11.75% EUR 200 mil EUR  200mill
February 2021 EUR 8.00% EUR 153 mill EUR 159 mil
February 2023 EUR 8.008% EUR &1 mil EUR  &lmill
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NOK MILLION NOTE 2004 2013
COperating revenue 3 121 254
Cost of matetials 0 -00
Employee benefit expenses e} -00 -85
Other operating expenses -0 A4
Gross operating earnings -63 -5
Depreciaton 4 -8 <15
Restructuring expenses 0 13
Other gains and losses 1M 0 193
Cperating earings 72 275
Financial items & 172 -2 406
Profit/loss before income taxes 252 -2 68l
Incore taves 12 -634 685
Profit/loss -886 -1 556

STATEMENT OF COMPREHENSIVE INCOME

NOK MILLION 2004 2013
Profit/loss -886 -1 006
Remeasuraments of post employment benefit obligations 16 18
Tax effect on remeasurements of post employrment benefit obligations 4 5
Other comprahensiva ihcome 12 -13
Comprehensiva income -808 -2 009
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BALANCE SHEET
NOK MILLION NOTE 31422014 3.12.2002
Assats
Deferred tax asset 12 33 €35
Intangible assets 4 15 &
Property. plant and equipment 4 22 25
Investments in subsidiaties 5 12511 11757
Othet non-current assets 13 2177 5422
Total noh-currant assets 14 758 17 907
Trade and other recelvables 13 206 192
Cash and cash equivalents 397 802
Other cUrrent assets 14 5 51
Total current assets 608 1045
Total assats 15 366 18 952

Shareholders’ aquity and liabilites

Paid-in equity 1252 2 145
Retaned earnings and other reserves u] a
Total equity 15 1252 2 149
Pension obligations a 40 43
Deferred tax liability 12 0 o]
Interest-bearing non-current liabilites 813 X665 11 301
Other non-current liabilites 1 15
Total non-current liabilities 9 716 11 350
Interest-bearing current abilties 813 1277 1063
Trade and other payables 2 246 4 092
Tax payable 12 3 a
Orther current liabilites 172 288
Total current liabilties 4399 5 444

14114 16 803
Total equity and liabilities 15 366 18 952

SKEYEN TIMARCH 2015 - THE BOARD OF DIRECTORS OF NORSKE SKOGINDUSTRIER ASA

'\ €y Qe S H

Jarle Roth Eilif Cue Sir Beats Hatlen
Chair EBoard miember EBoard menber
;L;- il Babkonn (é>’ Y
Jon-Aksel Torgersen Kjet Baldcan Karin Bng Orgland
Board merber Eroard rreesnber EBroard mernber
. - —
Paul Kristfansen Svein Erikc Veie Sven Ombudstvedt
Eroard merrber Eroard mreesnber President and CEC
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STATEMENT OF CASH FLOWS

FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

NOK MILLION NOTE 2004 2013
Cash flow from operating activities

Cash gensratad frorm operations jial 264
Cash usedin operations 124 ~406
Cash flow fram currency hedges and financial items 5 16
Interest payments received 1 14
Intsrest payments made -624 ~E24
Taxes paid 1 16
Net cash flow from operating activities -486 752
Cash flow from investing activites

Purchases of property. plant and equipment and intanaible asssts 4 14 25
Sales of property, plant and equipment and intangible assets 0 0
Dividend recelved 0 17
Change in intsrcornpany balance with subsidiaries 665 37
Sales of sharesin companies and other nvestments 258 261
Net cash flow from investing activities o3 627
Cash flow from financing activities

New loans raised 4} 523
Repayments of loans -013 -BO7
Purchass/sale of treasury shares a e}
Net cash flow from financing activitias -o13 B /4
Foreign currency effects on cash and cash equivalents &l 60
Total change in cash and cash equivalents 405 -130
Cash and cash equivalents 1 January &2 932
Cash and cash equivalents 31 Decsmber 307 a2
b Reconciliaion of net cash flow from operating activities

Profit/1oss before income taxes -252 2631
Depreciaton/fmpairments 4 a 15
Gains and losses from dispesal of property. plant and equipment 11 0 1
Taxes paid 1 16
Change in trade and other recefvables 34 &
Change in trade and other payables 322 1
Change in restructuring provision -2 1
Financial items with no cash impact =513 1811
Gains and losses on commodity contracts and embedded derivatives hkR 0 192
Adjustrnents for ftermns with no cash impact 7 12
Net cash flow from operating activities A3 752
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STATEMENT OF CHANGES IN EQUITY

SHARE OTHERPAID- TOTAL PAID- RETAINED
NOK MILLION PREMIUM INEQUATY INEQUITY EARNINGS
Equity 1 Januaty 2013 15 180 L) 13566 2613 4158 L) 41568
Comptehensive income O o] O o] O =2 009 -2 002
Uncovered loss allocated other paid-ih equity 4] 0 4] -2 002 -2 009 2 009 0
Equity 31 Dacamber 2013 15 150 ] 1356 604 2149 ] 2149
Cormprahensive incomne Q s} Q s} Q 208 500
Uncovered loss allocated other paid-in equity O o] =204 -604 -508 898 4}
Equity 31 Dacamber 2014 180 0 1061 0 1262 0 1252

NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

All armoUnts are prosarted in NOK millicn Unless otherwiss stated, Thers may be some small differences in the summation of columns dus to reunding.

2 ACCOUNTING POLICIES

The cornpany financial statements of Norske Skogindustrier ASA are prepared in accordance with the Norwegian Accounting Act § 3-& and International Financial Reporting Standards QFRS)
With respect to recoghition and measurement. Disclosures to the fihandial staternents are prapared in accordancs with Norwegian Generally Ascepted Accounting Principles (N GAAP) and
the: Norwegian Accourtng Act (FRS ights

Requirernentsrelated to recognition and measurement applied to the company financial statements of Norske Skogindustier ASA areidentical to the ones deseribed in Note 2 in the consolidated
financial statements, with the exception of shares in subsidiarieswhich are recognisad at costin the company financial statsrnents, as well as fair value hedge and net investment hedge which

are ohly recognised at aroup level,

The financial statements were authorised for issue by the board of directors on H March 2018,
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3. OPERATING REVENUE BY GEOGRAPHICAL MARKET

Norsies SkogindUstiion ASAS operating revenus consists maily of the sale of 0oods and sorvices to other entities inthe aroup

204 2013
Norway 4“8 166
Europe excluding Norway &l T4
South America o] 2
Australasia 12 11
Asia 0 1
Total s § 254

Operating revenue arising from sales of intemal senices to other entifes in the group amounted to NOK 120 million in 2004, The corresponding figure fior 2003 was NOK 247 milllion, of which
NOK 106 million related to sneray and NOK 141 million to intsrnal services. All transactions with other ehitities in the group are conductad in accordance with the arm's lsnath principle.

4. INTANGIBLE ASSETS AND PROPERTY, PLANT AND EQUIPMENT

OTHER
LICENSES AND INTANGIBLE
INTANGIBLE ASSETS PATENTS ASSETS TOTAL
Arquisition cost 1 January 2013 20 137 166
Additions o] 43 43
Cisposals 0 - A
Acquisition cost 31 Decambar 2013 29 148 177
Accumlated depreciation and impairments 1 January 2013 28 108 1%
Depreciation o] 15 15
Arnortisation of credit facility 0 8 &
Cisposals 0 -32 =32
Value changes s} 42 42
Accumulated depreciation and impairments 31 Dacamber 2003 28 141 169
Acquisition cost 1 January 2014 29 148 177
Redlassified from plant under construction 14 0 14
Acquisition cost 31 Decembar 2014 43 148 ied
Accumulated depreciation and impairments 1 January 2014 28 141 169
Depreciaton 2 5 7
Accumulated depraciation and impairmants 31 Dacember 2004 30 146 176
Carrying value 31 Decambar 2014 13 2 15

Licenses, patents and other intanable assets are depreciated on a strafght-line basis over a period from three to 20 years.

Othet intanaible a3sets consist manly of capitalised development costs relating to cUStomising of softwars,
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LANDAND  FIXTURESAND  PLANT UNDER

PROPERTY, PLANT AND EQUIPMENT BUILDINGS FITTINGS CONSTRUCTION
Arnuisifon cost 1 January 2003 1 172 u] 173
Additions 0 2 23 25
Cigposals -1 <19 O =20
Acquisition cost 31 Decembar 2013 o 155 23 178
Arcurnulated depreciation and impairments 1 January 2003 a 172 u] 172
Disposals 0 19 o] 19
Accumulatad dapradiation ahd impairments 31 Decembar 2013 o 153 o 153
Carrying value 31 December 2013 a z <3 25
Arquisifon cost 1 January 2004 a 155 23 175
Additions a a 13 13
Reclassified from plant under construction o] 20 =34 14
Acquisition cost 31 Dacember 2014 a 175 2 177
Agcurulated depreciation and impairments 1 January 2004 a 153 O 153
Depreciation o] 2 4] 2
Accumulatad depraciation and impairments 31 Decamber 2014 a 185 ] 188
Cartying valus 31 Decembear 2014 o 20 2 22
Fixtures and fittings are depreciated on a linear basls cver a period from three to ten years. Land is hot depreciated.
NOTE 2013
Norsie Treindustrier AS 1160 0
Morske Skog Saugbrugs AS 2 Q
Norsic Slog Walsurm GimbH <123 -630
MNorsic Skog Walsurn GmbH (ntercompany loan -573 4]
Morsie Skog Golbey SA. s} 429
Morsie Skog Papers (Malaysiay Sdn. Bhd. 55 47
Total & 568 248

Investmentsin subsidiaries are tested for fmpairment in accordance with 1AS 368 Impairrment of Assets. Sharesin subsidiaries are written down to their recoverable amount when the recoverable
armnount is lower than the carrying value of the investment. For impaltment testing purposes, investments in subsidiaries are grouped Th the same mannet as the cash-generating units for
the groups The carrying amount of investments in subsidianies within each cash-generating Uit is measured against the recoverable amount of investments in subsidiaties within this cash-
generatng unit,

See Note 23 in the consolidated financial staternents for a specification of shares ih subsidiaries and other shares.
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6. FINANCIAL ITEMS

N 2013

Financial income

External dividends 4} 17
Dividends received from group companies 765 120
Externalinterest ncorme 10 14
Interest income frorm group companies 271 306
Reversal impairment losses of Ivestments in subsidiaries 5 558 Q
Other financial incorme 4 5
Total 1608 561
Financial expenses
Externalitterest expense =581 -609
Interest expensa from aroup companies -278 -558
Impairment of investrments ih subsidiaries 5 0 248
Other financial espenses 2 25 212
Total 384 -1 627
Realised/unrealised gains on foreign currency -003 -1 30
-179 -2 408

Financial ftems:

D ntercormpany interest is calculated based on a standard margin, adjusted where necassary ta reflect local market condifons and transfer pricing principles.
A Other financial expensas nclude 108325 from the divestment of subsidiaries.

7. DERIVATIVES

31422014 3122013

ASSETS LABILITIES ASSETS

Total derivatives

INterest rate swaps 0 0 0 0
Forward rate agreements o] 0 0 12
Currency options a s} 1 B
Forward contracts o] o] 15 -46
Cross-cUrtency Gontracts 0 0 0 21
Total ] L) 16 -88

B Includes active management portfolic, interest rate Swaps not subjsct to hedge accournting, finansial cormmmadity hedging contracts and rolling cash ficw hedaing, Norsies Skoa does not use
hiedae accounting for roling cash flow hadging and hedaing of sommodity costs. The physical comimodity contract within the Scops of IAS 39 was sold during 2003, Thess contracts was

presented at fair value through profit or loss

All active management contracts have been dosad durng 2004 and there are no dervative contracts atyear-snd 2014, Financial risk is managed at group level (see Note & ih the consolidated
financial statermentsx The fair value of dervatives is discussad further in Note 2 and Nots 2 in the consolidated financial statermsnts.

Currency and interest rate hedges are entered into by the: parent company and the effects stay there: Commodity, eneray and financial hedgihg of energy contracts are entered into by the
subsidiaries and the effects stay at that level.
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8 MATURITY OF INTEREST-BEARING LIABILITIES

MATURITY OF THE COMPANY"S DEBT AT 3112.2014 DEBT BANKS BONDS TOTAL
2015 ol 1176 1267
2016 305 1171 1476
2007 253 3510 3763
2018 20 0 20
2019 20 o] 29
2020 30 o] 30
2021 21 0 21
20222033 40 1487 1536
Total 807 7 344 8151
MATURITY OF THE COMPANY"S DEBT AT 31.12.2013 DEBT BANKS BONDS TOTAL
2004 25 881 906
2015 25 962 987
2016 25 1085 1111
2007 25 3256 3281
2018 25 0 25
2019 25 0 25
2020 25 0 25
2001-2033 13 1217 1230
Total 128 7 402 7 580

Forelgn currency debt is presented at the current rate of exchange n the hstalment profile. Debt used as an instrument for hedging net investments in forelgn currencies is presented at
histarical costin the balance sheet. For rare information, see Nate 11 Interest-bearing iabilifes in the consolidated financial staterments.

108
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9. PAYROLL COSTS, PENSION COSTS AND OBLIGATIONS

Salarfes ncluding holiday pay 55 G
Social security conttibutions 22 21
Pension costs 7 7
Other employes benefit expenses & 3
Total 50 95

The company is recuired by law to have a pension scheme for all employees. The company’s pension plan is compliant with the: requirernents in the Norweoian Act reating to mandatory
occupational pension. Detalled information on salary and other compensation for senior employees, as well as information regarding audit fees, can be found i Note 12 in the consolidated
financial statements.

31422014 3142.2013

Man-labour years 53 53]

NET PERIODIC PENSION COST 2014 2013

Current service cost 2 3
Pension cost dafined contribution schemes 3 3
Arorued national insurance contributions o] 0
Recognised curtailment and settlernent s} 1
Net pariodic pansion cost 5 7
Net patiodic intarast cost 1 1
PENSION ASSET IN THE BALANCE SHEET 3142.2014 31422013
Projected benefit obligations =40 73
Plan assets at fair value 40 77
Net pansion asset in the balance sheat a 4
PENSION OBLIGATION IN THE BALANCE SHEET ¥142.2013
Projected benefit obligations -4 -43
Plan assets at falt value o] a
Net pansion obligation inthe balance sheet ) 43
SENSITIVITY ANALYY Increase Decrease
Discount rate - 0.55% -6 &
Salary adjustment - 0.5% 2 -2

So6 Note 13 i the consolidated financial statemsnts for assumptions and furthet information.
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10. SALARY AND OTHER REMUNERATICN FOR SENIOR EXECUTIVES

Azcording to the provision in section 5-16a of the: Norwegian Public Limited Companies Act
{tf. sectfon 5-6, third subsection’s, the annual general meeting CAGM shall congider the board’s
declaration regarding the determination of pay and other remuneraton for senior execUtivesin
the comming financial year, The board will propose the declaration at the AGM for consideration
and a vote.

The board of Norske Skogindustrisr ASA has had a remuneration committes since 2000,
which considers issues relating to the compensation of the president and chisf executive
officer (CEOh and other members of corporate management. When the methods for assessing
salary and possible bonuses, options and other ncentive schemes are to be determined,
the committes will ensure that the size and scope of compensation and pay reflect the
responsibiiies and duties of the recipient. and that these arrangements contributs o long-
term value creation for all the shareholders.

FIXED SALARY

The beard has hot established any uppet and/or lower FTits to the amounts that can be paid
1o sehior executives in the commpany as fixed salary in the coming financial year, See also Note:
12in the consolidated financial statements.

VARIABLE ELEMENTS

In addifon to fixed salary. the company has a bonus and incentive programrme: designed to
help harmonise the priorities of corporate management with the strategies and goals for the:
business established by the board:

Armriatincartive plans

The company has operated bonus schemes for executives and emplovees for a number of
Vears, to ensure that important commencial goals receive adeguate priodty, These annual
incentive plans for cofporate management provide a maximurn payout corresponding to 50
% of annual basz salary. The performance figures are based on financial, operational and
individual criterfa.

LogHterm incentive programme

The purposa of the company’slong-term Thcentive prooramime s to secure a continued strong
focus on the development of sharcholder value. The board adopted new principles for the
long=term incentive programime in 2007, where the oriteria for awarding synthetic shares to
corporats managemsnt is tied to Total Shareholdsr Return (TSR - developiment of the share
pricze induding dividend payrments), such that this rust be above average for a defined group
of 10 isted paper manufacturers, including Norske Siaog. A positive TSR for the perfod is also
an absolute conditon. This scheme will yield a 30% payout it Norske Skog performs better
than the average for the reference grolpand a full payout if the compary falls within the best
quartile. Progress is measured over a three-year period, with a new perfod beginning each
year. There is no dilution effect as a result of the scherme.

The prograrrme was continued for 2008 and 2009, It was continuad for 2010 with sorme
changes: the maximurn annual bonus from the programme was set to NOK 4 million for the:
CED and NOK 2 million for other members of corporate management (instead of a fived
number of sharesy and the bonus after tax must be used to purchase shares until the total
shareholding in the company corresponds to a certain number of shares (200 000 for the
CEO and 100 000 for other members of corporate managements The programme was
continued for 20H and 2012, but there was na offer for 2013 or 2004, The programime was
applicable for the CED and one previous member of corporate managerment and will be
concluded in 2015,

A resfsed long-term ncentive plan was launched in 2044 The plan targets a positive share
price develapment over a throee-years period from 201 to 2017 and allows the board to grant
synthetic: share options 1 the corporate management and other key employses, including
managing directors of the Norwegian business units. The synthetic options are to be settled
in 2017, at the board's discretion, a maximum of one third of the total number of options can
be awarded through a bonus payment each year, The long-tertn incentive program issued
in total 3 780 000 syhthetic options. At the start of the program, (award date 17 July 201
2250 000 synthetic opfons were awarded, leaving 1530 000 synthetic: options to be granted
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|ater, Each option carries the right to be paid an amount in cash equal to (3 the fair market
value less (b the exercise price, incuding any hurdle rate added to the exersise price as of the:
ewproise date, Fair matket value s the volume weighted average trading price of the shares
on Oslo Stock Exchange over a patiod of five trading days Starting on the exercise date, The
exeroise date is the latter of the date faling three years after the award date or the date of
publication of the company’s interim financial statements for the first i months of 201, The
inital exercise price Gtrike pricey for the synthetic options was NOK 4.80, The exerciss price
Shall be increased by 10 per cant pro anno tthe hurdle rateh The hurdle rate shall be added to
the exersise price annually n arrears as of each anniversary of the award date, and shall from
then be included in the basis for the calculation of further hurdle rate.

The lha-term incentive plan launched in 2014 falls within the scope of IFRS 2 Share-based
payments. A share-based payment transaction is a transaction in which the company receives
services from the employee of those services Tha share-based payrment arrangement. A cash-
settled share-based payment transacton is a share-based payment transaction in which
the entity acquires services by ihcurting a liability to transfer cash to the smployee of those
services for amounts that are based on the price of the shares in the cormpany. IFRS 2 applies
not only to awards of shares but also to awards of cash of a value equivalent to the value, or
a rnovement in the value, of a particular number of shares, which is the case for the long-
term incentive plan, The ultimate cost of a cash-sattled share-based transaction is the actual
cash paid to the counterparty. which will be the fair value at setlement date. The petiodic
determination of this Ifability is at each reporting date betwesen grant and settlement the fair
value of the award, The fair value of the award is determined in accordance with the specific
requiremnents in IFRS 2. DWing the vesting period. the Fability recognised at each reporting
date is the: fair value of the award at that date multiplied by the: expired portion of the vesting
period. All changesin the lfability are reconnised in profit or 1oss for the period. The fair value
of the liability is deterrnined by applying an option pricing modsl, taking into account the terms:
and conditions onwhich the cash-sattled transaction was granted, and the extent to which the
employees haverendered services to date Norsie Skog has rmade a fair value reasurement of
the iability usihg a Black & Scholes model for Eurepean call options with no dividends.

Further variable elements
Further variable elements indude a fixed mileage allowance, newspapers, mobile phone and
coverage of the costs of broadband cormunication ih accordance with established standards.

PENSION PLANS

Norske: Skogindustrier ASA introduced the current defined contribution plan with effect from
1 January 201, with a contribution of £% for earnings between 1and & G (base amount inthe:
Norwegian hatonal ihsurance schemer and 8% between & and 12 G, The previous scheme
with pensicnable age of 67 and providing a pension of approximately 65% of ordinary salary
at refirarment, and 60% from the age of 77 induding national insurance, was dosad from 31
Decernber 2010, and now only covers employaes who were barn prior to 1 January 1952 and
who were ernployed i the company before the dosure. Thecompany also hasa supplementary
schemefor the part of salary exceeding 12 G, and thers is a separate early retirement pension
scheme frorm 64 to 67 years for corporate management, previously refarred to as insured
supplermentary plans, i was decided to terminate these ihsured supplermentary plans with
effect fromn 1 January 2007 and they were replaced by a book reserve arrangement for the
pension part, a disability insurance and a group Iife insurance (annual base salanys replacing
dependents’ pensions. Corporate management is coversd by a spacial group Iife insurance
policy with payrments Fmited to thres times the annual salary and a rmaximurm of 80 G Gld age
pension for the part of salary exceeding 12 G was also changed toa defined contribution plan
from 1 January 201, At the time of the change, employees who were borh before 1.January
1958 were aiven the opportunity to continue with the defined bensfit plan. Norsks Skoa
provided salary compensation for employees who were at a financial disadvantage because
of the change from a defined benefit to a defined contribution plan, both in the main plan and
inthe plan for salary above £ G This salary compensation was based on cetain assumptions
about the future at the time of the change, including return on assats, salary adjustment.
change in the base amount (G and ihflation, The cormpensation will not be changed even it
these factors should turn out to be different frorm the assumptions.

The defined benefit plan for the part of salary exsesding 12 G was clossd from 1Januaty 201,
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and o new members will enter the schemme, The same applies for the early retirement scheme cormpany and the CEQ, by mutual agreement, terminate the contract of employment in the

for corporate managsment. best interests of the company. the CEO is entitled to saverance pay equivalent to payment
of basa salary for 18 months after the end of the notice period. The amount recefvable by
TERMINATION PAYMENT AGREEMENTS other members of corporate managerment under the same circurstances Is severance pay

The mutual period of notice for the CEOQ Ts six months, If drcumstances arise in which the equivalent to payrnent of base salary for nine mohths.,

1. OTHER GAINS AND LOSSES

2004 2013
Gaits and losses on disposal of property. plant and equipmesnt Q -1
Changes in value of commodity contracts © Q -192
Total L] -16%

U Related to s lohg-term enengy contract, previously measurad at fair value that was sold in 2003 The loss in 2003 of NOK 192 million is due to lower expected future enerdy prices, volumes
utilised during 2013 and cancellation of the 1ong term-term arol enerdy contract from 1906 that apilied for snerdy SUBP in Southern Norway.
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12. INCOME TAXES

TAX EXPENSE 2004 2013
Current tax expense -2 -5
Changeih deferred tax -625 6ol
Total 634 685
INCOME TAX RECONCILIATION 2004 2013
Profit/loss before income taxas -252 2681
Cornputed tax at nominal tax rate of 27% (20013 288 68 751
Exempted incomefon-deductble expenses 2686 -5
Impairment of investments i subsidiaries -3 153
AdJUSENBNE Previous years -1 14
Changein tax rate from 28% 0 2 7% 4 =22
Other ftems 13 37
Change tax |oss not recoghised Be 21l Q
Total tax expensa ¢)income 634 635
DEFERRED TAX 2004 2013
Net defierted tax asset liability <> 1 January 605 43
Net defierred tax asset/liability (3 1 January destatedy a 43
Deferred tax charged in the income statement -625 601
Tax expense n other comprehensive ncome: 4 5
Redlassification of group tax items ~41 ~4dp
Net defarred tax asset/liability ¢ 31 Dacambat 33 655
DEFERRED TAX - DETAILS 31122004 3112.2013
Property. plant and equipment, excess values and depraciation <129 160
Pensions 13 10
Provisions and other fabilities ] 1
Currency translation differences and financial instruments 246 63
Current items 33 &7
Tax losses and tax credit to carry forward <139 714
Net deferred tax asset/lability ¢ 33 895
LOSSES TO CARRY FORWARD AND TAX CREDITS 3.12.2004 31122013
Losses to carry forward 6635 5057
Tax 108325 hot recognised 1 7 354 -3600
Tax credits 202 200
Total losses to carry forward and tax credits 516 2 550
Deferred tax asset/liability ¢ 138 Ti4

BThe value of the tax 10sses and other tax credits are written down, subsacuently the tax [osses are lower than total tax behefits not recocnisad,
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13. INTERCOMPANY RECEIVABLES/LIABILITIES

NON-CURRENT INTERC OMPANY RECENABLES

Norske Siog Skogn AS 400 1 500
Norske Sioa Saughrugs AS 555 1572
Norske: Siog Industries Australia Lid, 609 167
Norske: Slog Walsurn GmbH 123 476
Norske Sicog France SARL 12 1
Norsle Treindusttisr AS 365 O
Other intercompany receivables 2 1
Total 2156 5163

CURRENT INTERCOMPANY RECEIVABLES

Lysaker Invest AS ] O
Norske Siaog Slogn AS 0 3
Norske: Siog Saugbrugs AS 1 u]
Norske Saoa Walsum GimbH o] 2153
Norske Trehdustier AS o] 4
Nomews AS 22 19
Norske: Siaog Golbey 54 42 &4
Norske: Siog Holdinas BY. 0 27
Norske Siaag Danmark Aps 2 Q
Norsle Sl Notdic: & Export Sales AS 1 3
Norske Sioq Proporty AS 41 0
Other current intercompany receivables 2 3
Total 179 188

NON-CURRENT INTERCOMPANY LIABILITIES

Lysaker Invest AS 63 66
Nomews AS 65 &3
Norske Siog Bruck GrmbH a7 u]
Norske S Golbey 54 176 550
Norske Siog Holding AS 0 &7
Norske: Siog Property AS 48 4]
Norsice Trefndustrier AS 2822 3749
Total 3261 4 514

All non-current intercompany debt falls due for repayment at least 12 months after the balance sheet date. The majority of this debt has a considerably longer termn to maturity.
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31422004 31422013

CURRENT INTERCCGMPANY LIABILITIES

Norske Siaog Slogn AS 117 a7
Norske: Siog Saugbrugs AS 222 257
Lysaker Invest AS s} 1686
Norske: Siog Deutschland GrmbH 37 &3
Norske Siog Elendom AS 263 254
Norsle Sioa Bruck GmbH 52 157
Norske: Siaog Golbey 54 134 412
Norske: Slog Holding AS 0 a
Norske: Siog Holland BV, 19 16
Norske Siaog Industries Anstralia Lid, 200 161
Norsie Sioa France SARL 27 28
Norske: Siaog Tasman Lid, &1 158
Norsle Skog UK Lid, 35 13
Norske Saoa Walsum GimbH 7 Q
Norske Trehdustier AS 1440 775
Oxenaen Finans AS 4} 139
Wood and Logistics AS 14 14
Other current intercomparty liablifes 10 12
Total 2630 4201

14. OTHER CURRENT ASSETS

31422004 31422013

Derivatives 4} 16
Current irvestments 5 35
Total 5 51
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15. EQUITY

The share capital of the company at 31 Decernber 2014 was NOK 189 045 626 and consisted of 150 945 626 shares, sach with a nominal value of NOK 1L The nurmber of traasury shares at
31 December 2004 was 3100 The: cormpany purchased 2011 000 and sold 221 163 treasury shares during the year.

O 25 April 2012, the general assembly resolved to reduce the nominal value of the cormpany’s shares from NOK 10 to NOK 1, and to transfer NOK 2 000 million fromm share pramium reserve
to other paid-in equity. Total value transferred to other pald in equity amounted to NOK 3 708 million, This resolution came i addition to the resolution on 12 Aprl 2007 to transfer
NOK 7 000 million from share prefmium reserve to athet paid-in eguity.

The varfances between other paid-in equity and distributable eqquity are specified belows

Crthiat paid-in eguity o
Share premium 1061
Distributable equity 1061
MNobedsystem Scandinavia AS 542
Kontrarf AS 5,05
Citnensional Fund Acvisors 354
Slandinavisic Enskilda Banken T
AT Siog BA 310
Allskoe B 2,73
Astrup Fearnley AS 273
Uthalden A/5 234
Nil Spectatio Finans AS 222
Mordnet Bank AB (Normined 180
Canske Bank A/5 (Norminedy 170
Fiducia AS 157
Barokdc hvest AS 145
Sothic: Capital Management 1.42
ASHavlide: 121
SESAS 116
Alfaplan AS 105
Torstein | Tvenge 1.05
Myra Matsenter AS 106

The shareholder Ist is provided by RDMR and VPS, through the Nominee 1D service, The information is obtained through the analysis of beneficial ownership and fund manager information
provided in replies to disclosure of ownership notices issued to all custodians on the Norske Skogindustrisr ASA share register. Whilst every reasonable sffort is made to verify all data, neither
RCAR nor VPS5 can guarantes the accuracy of the analysis,

SHAREHOLDERS ON THE BOARD OF DIRECTORS NUMBER OF SHARES

Elactad by the sharcholdars

Jarle Roth, Gdlo (chairs 40000
Eilif Due, Levanger 3266
Jon-Alesel Torgersan, Oslo (O Fiducia AS (2 986 644y 2 986 644
Elactad by the amployess:

Kjetil Baldan, Norsie Skog Skogn 16 632
Paul Kristiansen, Norsiee Siaoa Sausbrugs 18 605
Svein Erilke Veie, Norske Sloa Skoan 12 809

Sharsholdars among corporate management

Sven Ombudstvedt (705 061, Blle Holding AS(1 000 000> 1705061
Rune Solie (15 7055 Tia Yiwea AS (37 500 103 205
Lars P. Spefte 31108
Roar Adelien o]
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16. GUARANTEES

The companty has not guaranteed any debt on behalf of its subsidiaries as at 31 Decermber 2004 (ho quaranteed debt as at 31 Decambar 2003% Parent company duarantess oh behalf of
subsidiaries amounted to NOK 872 million at 31 December 2004 (NOK 653 million at 31 Decermber 200.3x Parent cormpany bank guarantees on behalf of subsidiaries amounted to NOK 162
million at 31 December 2004 (NOK 107 million at 31 Decembear 20035

17.RELATED PARTIES

A desziiption of transactions with related partiss s given in Not 26 it the consolidated financial statoments.

18. EVENTS AFTER THE BALANCE SHEET DATE

A description of events after the balance sheet date is given ih Note 27 in the consolidated financial statements.
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To the Annual Shareholders' Meeting of
Norske Skogindustrier ASA
AUDITOR’S REPORT

Report on the financial statements

We have audited the accompanying financial statements of Norske Skogindustrier ASA, comprising
the financial statements for the parent company and the group. The financial statements of the parent
company and the group comprise the balance sheet as at 31 December 2014, the statements of
income, comprehensive income, cash flows and changes in equity for the year then ended as well as
a summary of significant accounting policies and other explanatory information.

The Board of Directors' and Chief Executive Officer's responsibility for the financial statements

The Board of Directors and Chief Executive Officer are responsible for the preparation and fair
presentation of these financial statements in accordance with the Norwegian Accounting Act and
accounting standards and practices generally accepted in Norway for the financial statements of the
parent company and the Intemational Financial Reporting Standards as adopted by the EU for the
financial statements of the group, and for such intemal contral as the Board of Directors and Chief
Executive Officer determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’'s respornsibility

Our responsibility is to express an opinion on these financial statements based onh our audit. We
conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal contrdl relevant to the entity's
preparation and fair presentation of the financial statements 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 entity's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonhableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the financial statements for the parent company and the group.
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FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

Opinion on the financial statements of the parent company

In cur opinion, the financial statements of Norske Skogindustrier ASA have been preparedin
accordance with laws and regulations and present fairly, in all material respects, the financial position
of the company as at 31 December 2014 and its financial performance and cash flows for the year
then ended in accordance with the Norwegian Accounting Act and accounting standards and practices
generally accepted in Norway.

Opirion on the financial statements of the group

In our opinion, the financial statements of the group have been prepared in accordance with laws and
regulations and present fairly, in all material respects, the financial position of the group as at 31
December 2014 and its financial performance and cash flows for the year then ended in accordance
with the International Financial Reporting Standards as adopted by the EUL

Report onh other legal and regulatory requirements

Opinion on the Board of Directors’ report and on the statements on corporate governance and
corporate social responsibility

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Directors’ report and in the statements on corporate governance and corporate social
responsibility concerning the financial statements, the going concern assumption and the proposal for
the allocation of the result is consistent with the financial statements and complies with the law and
regulations.

Opirion on registration and documentation

Based oh our audit of the financial statements as described above, and control procedures we have
conhsidered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial
Informations, it is our opinion that the Board of Directors and Chief Executive Officer have fulfilled their
duty to ensure that the company’s accounting information is propetly recorded and documented as
required by law and generally accepted bookkeeping practice in Norway.

Oslo, 11 March 2015
ERNST & YOUNG AS

Lt

Finn Kinserdal
State Authotised Public Accountant (Norway)y
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FINANCIAL STATEMENTS NORSKE SKOGINDUSTRIER ASA

DECLARATION FORM
THE BOARD OF DIRECTORS AND CEO

We declare that to the best of our knowladge: the financial statements for the period 1January to 31 December 201 have been prepared in accordance with
prevailing accounting practices, and that the information in the financial staterments provides a correct impression of the company’s and the group's assets,
liabilities, financial position and result as a whole. We also declare that the annual report provides a correct overview of the development, result and position

of the company and the group, along with a description of the ke risk and uncertainty factors which the company and the group face

SKZYEN 11 MARCH 2015 - THE BOARD: OF DIRECTORS OF NORSKE SKOGINDUSTRIER ASA

W £y Qe S

arle Roth Eilif Due 5iri Beate Hatlen
Chair Board mamber Evard mamber
B Eok! Batekann S 5oy
Jon-Alsel Torgersen Kjetil Bakican Karin Bing Oraland
Board member Board mermber Board rrermber
Paul kristiansen Svein Erik Vele Sven Ombudstvedt
Eard member Eoard merber Fresident and CEC-

s AMNUAL REPORT 2014 MORSKE SKOG

24.10.2019 kI 22:07 Brgnngysundregistrene Side 128 av 140



- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

Brgnngysundregistrene Side 129 av 140




- Brgnngysundregistrene Arsregnskap regnskapséaret 2014 for 911750961

CORPCORATE GOVERNANCE

CORPORATE GOVERNANCE
IN NORSKE SKOG

Norske: Skogindustrier ASA s a Norwegian based paper
manufacturer with global producton and sales operations.
Norske Sior's goal is to increass shareholdsr valug, through
profitable and sustainable production of publication paper.
Norske: Skog is listed on the Oslo Stock Exchange and is
subject to Norwegian law, ncluding Norweoian securities
legislation and stock exchange regulations, as well as
international bond rarket regulations.

The board of directors of Norske Skog has a strong focus on
ensuring compliance with applicable corporats governance
Stancards. Norsic Sk is subject to reporting recuirements
for corporate governance pursuant to Section 32 the
Norwegian Accounting Act, and complieswith the Norwegian
Code of Practize for Corporate Governancs (the "Code”, see
wwwnussno, English pagesh This comporate governance
staternent follows the structure of the Code published on
30 October 201,

Corporate governance principles as referred to in this
staternent define roles and responsibilifies, powers and
processes, between and within governing bodies, such as the
general meeting, the board and the corporate management.
For furthet ihformation about corporate bodies and corporate
qovernance matters, please vt Norsie Slog's website wiww,
norskeskog.corm.

Corporate Governance is continuously addressed by the
board, and this corporate governance staternent has been
approved by the board.

1. IMPLEMENTATION AND REPGRTING

Deviations from the Code areexplained where redevant in this
staternent. Norske Skoor's Steering Documents and corporate
governance principles are fundamental for the company’s
corporate govemnanca and valus creation, Compliance with
the Steering Docurments s mandatory for employees and
others acting on the company’s behalf, and similar conduct
and ethical standards are expected in partnerships. joint
ventures and partially owned subsidiaries. The Stesring
Docurments, which can be found on the cormpany’s website,
include Norske Skog's values, and define ethical fundarents
for the company’s operations.,

The Steering Documents confirm that the company's

aim 7s to maximize shareholder value throunh operations
within the publication paper ihdustry, The company values

120 ANNUAL REPORT 2014 NORSKE SKOG

are openness, honesty and cooperation, and guide our
behaviour across regions These values, together with the
leadership principles, are the fundament to shsure sthical
and competitive business conduct within and on behalf of
Norske Sioqg.

Furthermaors, the Stesring Docurments consftute the
company’s social responsibility policy through providing the:
basic: recuirements for sustainable operations with regards
1o health and safety, environment, people (falrhess, equality
and mett based opportunifesy comorate conduct (anti-
corruption, legal compliance and business ethicsy as well
as financial management and reporting, Key intermational
standards and agreements create a basis for the Steering
Docurnents, hersunder the UN Global Compact and the
ICEM agreement.

2. BUSINESS

Norske Skoo's bUSNess purposs 5 sat ot in the Artficles of
Association, article 2 “The objective of the company s 1
operate wood processing activities and associated activities
The company may participatein other commercial activity by
Ssubscrbing to shares of in other ways”. The overall strateaic
auidslines mvolve producing at the lowest possible cost.
seeking out growth that strengthens profit and focusing on
core activities. The Articles of Association are available on
the company’s website,

3. EQUITY AND DIVIDENDS

Eeuity

As at 31 December 2004, Norsike Skod's consalidated total
ecuity was NOK 1.285 milion, which is equivalent to 52% of
total assats. The board considers the equity to be adequate
1o the company’s objectives, strateay and risk profile. The
board slossly monitors the developments of the equity.

Dividends

It follows from MNorske Skog's shareholder policy that the
dividend policy shall be competitive and responsible. Due to
the financial results of the cormpany. no dividends have besn
disbursad in the past few years. The board and corporate
management strive towards gettihg the company nto a
dividend position again.

Purchase of treasury shares.
The annual general meetig i 20 authorsed the board
1 purchase treasury shares, for the sole purposs of offering

employees the opportunity to purchase shares at rebated
prices in a limited employes share purchase programme,
and up to a nominal value of NOK 3300,000, howsver at
no time exceeding 2% of outstanding shares, The shares
should be acquired at the stock exchange quoted share
price. The authorfsation was granted for the period up to the:
niesct annual general mesting. On 31 December 201, Norske
Skog owned a total of 310 treasury shares, During 204, a
total of 221169 shares were sold to Norwegian employess
at a discount of up to 20% and with a maximurm discount of
NOK 1500 per employee as a part of the employes share
purchase programme The Shares are subject to a one year
locie-up period from the date of acquisition by the relevant
ermployee.,

4, EQUAL TREATMENT GF SHAREHOLDERS AND
TRANSACTIONS WITH CLOSE ASSOCIATES

Norske Skogindustrier ASA has one class of shares.
Shareholders shall be treated equally, and voting rights are
based on the principle one share - onevots Pursuant to the
Steering Docunents and the: board's manual, the members
of the board and the corporate managernent shall notify the:
beard if they have any material interest in any transaction
entered into by the company.

All transactions with related parties shall be entered nto in
accordance with the arm’s length princple, For information
on transactions with related parties, pleass see hote 26N the
consolidated financial statements.

5. FREELY NEGOTIABLE SHARES

The Articles of Association do not Mposs any restriction
on the negotiability of Norske Skog's shares, and pursuant
to the Steering Documents for Financial Management and
Reporting, the Norske Skog share shall be freely negotiable,

6. GENERAL MEETINGS

The general meeting s the sharcholders’ forum and the
supreme governing body of the company. The Articles
of Association do not impede the sharsholders' rights as
provided by the Public Limited Liabilty Companies Act.
The board sets the agenda for the general mesting. In
accordance with applizable laws and deadiines, the minutes
from the general meeting are published externally and oh the
cornpany’swebsite,

At the general meeting in Aprl 201, 58 sharsholders and
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sharsholder prosdes were present, representing 81924998
shares out of a total of 189045506 vothg shares,
corresponding t 43:14% of the total number ofvoting shares.
The company strives to profmote the shareholders' rights
and opportunities to carry out their rights in the general
mestings:

The sumimons and documentation for the general meeting,
ncluding the proposal by the election and remuneration
cofmmittes, are made available on the company’s wehsite
ahd distributed to the sharsholders,

Any shareholder may. by written notification to the
board no later than seven days before the due date for
submnitting of the sumimons, require items to be induded
inthe agenda for the general mesting.

Participation at the general mesting is made possible by
registering voting Th advance, dectronically of in witing,
also on individual agendaitsms.

The surmmons and documentation for the teneral resting
are sufficiently detalled and comprehensive for the
shareholders to assess, discuss and Vot on the matters
presented to the general mestng,

The deadliine for gving notice of attendance to the
aeneral mesting is sst as closs to the date of the mesting
as possible. In 201, the deadline was two days before the
annual general mestihg.

The company’s external auditor will attend the general
meeting and present condusions ih the auditor's report,

The surmmons for the general mesting will be given, and
the general mesting will be chaired by the chair of the
board. The company’s Artides of Associaton indude
a provision on election of another chalrperson for the
general mesting,

The Coderecommendsthat the general meeting ddectsboard
mermbers individually. Traditionally, Norske Skoo's general
mesting s invited to elect the board members collectively to
promote the board as a qualified tearn and in accordancs with
legal recuirernents for gender represantation. Norske Slog
does not require the entire board’s presence at the general
mesting. However, the chair of the board will be pressnt,

and employee representatives and a number of sharsholder
elected members will regularly be present. Furthermore, the
corporate management will at least be represented by the
CEO and the CFOu In e with the above, Norsle Slog does
not recuire the: entire edection and remuneraton committes's
presence at the general meeting. However, the chalr of
the committee will be present to explain the committes's
proposal.

7. ELECTION AND REMUNERATION COMMITTEE
Pursuant to the Articles of Association, Morske Skog has an
elaction and ramuneration comirittee With four shareholder
represantatives and one employes reprasentatives

The shareholder representatives, including the chalr of
the committes, are elected by the general meeting. The
election and remuneraton cormittes proposas sharsholder
candidates for electionto the board, and shall ensure that the:
board has a soundcomposition of competenciesand capacity
o perform the responsibilities of the board. including with
respect to the company’s stratedic development, financial
matters and supervision of the operations and conthuous
T overment Thitiatives,

Furthermore, representation of shareholders as well as
providing a good working climate in the board, are important
elements in evaluating and proposing candidates. Upon its
own discretion, the election and refuneration corimittes
may engage cormpany resources and external consultants
1o assist i search for candidates. As a bagis for its work,
the committee also invites shareholders’ input, interviows
board mambers and the CEO. and revisws the board's seif
evaluation.

The dection and remuneration committee also Proposes
its own succession candidates. Members of the commimittes
should be independent from the board and the corporate
management. With today's sharsholder structure, the
Norwegian forest owners are the only sharsholder group
directly represented in the committee.

The comrmittee also proposss remuneration of the aoverning
bodies, induding for the committes ftself Whereas the
ermployes repressntative on the committes does not have
voting rghts regarding shareholder candidate proposals, he
or she has votihg Hghts with regard to remuneration of all
members of governing bodies

CORPORATE GOVERMANCE

The election and remuneraton committee’s proposals for
election and remuneration of members of the aoverning
bodies are submitted to the shareholders, together with the
other documentation for the general rmesting.

Norske Slog provides information on its website about
rhermbers of the election and remuneration comrmithes,

8. THE BOARD'S COMPOSITION AND INDEPENDENCE
According to the Articles of Association, the board of Norske:
Skeog shall have between seven and ten board members, The
current number of board members is eight including thrae
employee representatives, For theemployee representatives,
personal alternate members have been dlected. Of the five
shareholder dected board members, two are women and
three are men. Hance, the Public Lirnited Liability Companies
Act requitement for gender representation is fulfilled. All
employee representatives are men. Thelr representation
fulfils the legal requirements for gender redresentation,
due to the exemption sat out in the Public Limited Liability
Cormpanies Act regarding gender representation  for
employee representatives

No sharsholder o shareheldsr daroup helds more than 10%
of the shares in the company. All Norsiee Slog directors are
independent and act autonomously of the company’s rmain
business partnets, corporate management and shareholders.,
Howsever, the board member ENif Due has relations to the
Norwegian forest owners, which on a consolidated basis own
approsdmately 6.5% of the shares in the company. The board
membet Joh-Akssl Torgersen is among the larger personal
shareholders of the company. and has a relation to large
shareholder interests through his employer’s and related
cornpanies’ shareholdings.

All shareholder slected directors are elactad for ohe year at
a times All current directors have a statistical attendance at
beard and committee mestings of nearly 100%. Nefther the
company’s extsrnal auditor, nor any member of the corporate
MANAgerment. is a mermber of the board, The CEO and the
CFO attend all board meetings, and the auditor attends
beard mestings in connection with quarterly and annual
financial staterments

As at 31 December 2014, the chair Jarle Roth held 40,000

shares, Jon-Aksel Torgersen held 2,986,644 shares through
his wholly-ownied company Fidugia AS, BIIf Due personally
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held 3256 shares, Kjefl Bakkan personally held 15532
shares, Paul Kristianssn persenally held 18508 shares and
Svein Erlc Veie personally held 12909 shares.,

As at 31 December 204, the CEO Sven Ormbudstvect
personally held 705,051 shares, as well a5 an additional
1000,000 shares held through his wholly-owned comparny
Blle Holding AS, the CFO Rune Sollie personally hedd 15705
shares, aswell asan addifonal 87500 shares held through his
wholly-owned company Tia Yiwa AS and the SVP Comorate
Strateqy & Legal Lars P.Spetre parsonally held 31108 shares.

% THE WORK OF THEBGARD

The board's maintasks compriss the overall responsibility for
the managerment of the company. and overseeing the dally
admihistration and operations of the company. Throughout
2014, the board has concentrated a significant armount of
time on strategic and financial matters, Efforts and results
within the areas of health, environment and safety are
annually reported cormprehensively to the board, and the
CEO reports on health, ernvironment and safety, operations
and market developments in every board mesting.

The board prepares an annual plan for its worle dearly
setting out strateait:, financial, operational and organisational
ratters for discussion and resolution. In addition to
addressing the matters on such plan, the board continuousty
addressas matters and processes which requive the board's
involvement from time to tine.

The board has two sub-commnittess: An audit committes,
as required by the Public: Limited Liability Companies Act,
and a compensation comrmittee. No board member serves
a5 a member of both comrmittess, The board manual sets
out clear mandates on defined areas of responsibility for
both committess. The committees undertale preparatory
discussions and subsit thelr recommendations to the full
board, but do not adopt any resolutions.

The audit committes focused oh the company’s financial
reporting and internal control function i 20%. The
compensation committes facused on the company’s long
tetrn ncentive program in 201, in accordance with the
resolution made at the annual peneral mestihn in April
204 The external auditor and the CFO attend the mestings
of the audit committes, The CED attends the mestings
of the compensation committes, excopt when the CEO'S
rernuneration is being discussed.
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The full board held twelve physical meetings in 201, which
was folr more than its annual plan, One matter wase resolved
by written resolutions and one matter was resolved by phone
mesting. The audit committee held seven mestings in 201,
The cornpensation committes held four meetings in 201,

Due to the coninuols efforts of strengthening the cash
flow of the: cormpany, the board has granted a relatively lowe
capital expenditure frame. The board has carried out a self
assessment with a statistical survey and a follow-up board
discussion. The outcome of the self assessrment has been
presented to the election and remuneration comrmittee.

The board manual

The board has adopted a board rmanual, Miner updates were
rade to the manual in December 2013 and no amendments
were made in 20%. The mandate for the compensation
cormmitheswas reviewed in Decarmber 2010 and the mandate
for the audit committes was reviewsd in December 2012,

The board rmanual sets out the directors’ duties. Employee
represantatives have the same rights and obligations as
sharcholder elected board members. Furthermore. the
manual sets out general loyalty obligations of the board
members towards the company and to ensure equal
treatment of shareholders. To rraihtalh the board mermbers’
independsnce, they may not assume business relations and
special taslkes for the cornpany in addition to thedr directorship.
without informing the full board, and any rermuneration for
such tasks requires board approval,

In light of the: board mermbers' status as primary insiders of
Norske: Skon, the company’s instruction for primary ihsiders
i5 a part of the board rmanual. This instruction was revised in
October 2012,

The board manual clarffies responsbilifes of the chair of
the board and the CEOD, the board’s obligations towards the
aeheral mesting, and the quorum and voting procadures
in board meetings. The board manual also sets out the
rnandates for the two board committees referred to above.
Thermandatefor the audit committes insludes the accounting
and financial reporting processes of the comparty. as well as
thecormpany’s enterprise risk management, control functions
and external audithg. The mandate for the compensation
compittes covers the board's discussion on salary and other
remuneration of the CED and the corporats managerment.
Furthermore, the compensation committee serves as an
advisory board to the CEOQ regarding remuneration and
pension principles for all employoes.

10+ RISK MANA GEMENT AND INTERNAL CGNTROL

The board's responsibility ahd the purpose of risk
management and intarnal control

The board is ultimately responsible for the management of
the company. Consequently, the board s also responsible for
evaluating and controling the cormpany’s Mk position. Norske
Skog's entarprise sk Management processes are basad on
COS0's Enterprise Rislc Managerent frameworlc and cover
fihancial, operational, market and organisational Hisks. By this
deliheation of risk contral, all sustalnability and responsibility
areas covered by Norske Skoo's Steering Documents are
also covered by its enterprise sk management processas
and s reported to the board. The system s based on the
management teams N each business unit and in key
cotporate functions regularly reporting potential risk factors
to the company’s risk management function, and updated
risk pictures provide a bass for the agenda of the corporate:
management meetings and adequate follgw-Up measures.

The internal control systems within the CFO organisation
primarily cover the fihancal reporting structure and
processes.  However, the Business Control  function
established in 2012, replacing the Intsrhal Audit function, also
provides more analytical planning and decision support to
the business lnes. Furthermor e, it co-ordinates and carries
out revfews and audits when nesced,

Routines for internal control over finandial reporting are
defined in Norske Slog’s internal control documentation
{Financial Closing Manual and Financial Closing Checldisth,
Responsibilities are clearly defined ih terms of exscution,
documentation and control. The: group also has a power of
attorney structure which desctibes and regulates financial
ermpowertnent to ndividual posidons.

Norske 5Skog  has dearly  established channels and
procedures for reparting and handing instances of possible:
serous rmisconduct (whistle blowingx It is the opinioh of the
board that Norske Skog's internal control and Systams for sk
management are adeguate and proportionate to the nature
and complexity of the company’s operations and financial
situation. Further information is provided in the notes to the
financial statsmants.

1. REMUNERATIGN OF THE BOGARD

The remunsration of the board Is decided by the general
meeting on the basis of the election and remunsration
cornrmittes’s proposal, The committee considers the 1evel
of responsibility, complexity and time consumpton, as well
as the required expertise, for the board members, Proposals
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for annual adiustrents of the remuneration of the board are
basad on congderations to ensure that Norske Sikog remains
attractive and competifive on the marlket for govemning
bodies' competencies.

No board member has caried out Specific tasks or
commissions for the: company in addiion to the directorship.
and no other remuneration has been paid to any board
mernber than the ordinary board remuneration.

Separate remunaration is stipulated for the chait of the board
and members of cormmittess under the board. For 2014,
refuneration of the board amounts to:

1. The remuneration for the chait of the board is NOK 851 000
per yed.

2 The remuneration for the other members of the board s
NOK 328 000 per year,

3. The remuneration for the alternate rmembers of the board
5 NOK 13500 per mesting.

4. The: remuneration for the members of the committees of
the board is NOK 6800 per mesting. Separate rates apply
for the auclit cormimittes.

5. The remuneration for the chair of the audit committes is
NOK 105 000 per year with the addition of NOK 6 800 per
mesting.

& The remuneration for other members of the audit
cormmittee is NOK 68 000 per year with the addition of
NOK 6800 per meethg.

7. Travel and lodging expenses arereimbursad inaccordance
with the state travel allowance scale.

The total remuneration for the board of directors in 204
was NOK 3 583 608, For the dection and remurneration
cormmittes, the total remuneraton was NOK 454 400, For
further information, reference is made to note B in the
consolidated financial staternents.

12. REMUNERATION OF EXECUTIVE PERSONNEL

Norske Skog has adopted guidelines for remuneration of
the cofporate management, Thess guidelines are included
in the: board® statement on salary and other remuneration to
executive employees, which 1s a part of the docurmentation
presented to the annual general mestng. The duidelines sst

out the rmaim principles for salaries and other compensatory
clements,  Perforrmance  related  remuneration  of the
CONPOrate managament is inked to the financial performance
of the: company, and the individual rember of managerment’s
contribution thereto. b general, the guidelines ensure
alignment of financial ihterests between the shareholders
and the corporate management.

The CEO's remuneration terms are revfewed and decided
annually by the board following preparatory discussions in
the boards compensation committee, The remuneration
conssts of base salary. annual performance bonus, pension
and other benefits. The decigion on the CEG's remuneration
takes into consideration the overall performance of the
CEO and the company. and the rmarkst development for
CEO remuneration in companies of similar complexdty.
size and industries. The remuneration for other members
of the corporate management is decided by the CED, and
the performance related remuneration conhsist of the same
elements as for the CEOU

Performancs based elements are calculated on the basls
of uantifiable objective targets as well as on quantifiable
targets faling within areas over which the respective
execUtives have a reasonable influshce. More information
abaolrt corporate management remuneraton is avalable in
the financial statements. notes 10 (Norsice Skogindustrier
ASAYand 12 (consolidated financial statementsy

In addition, Norsie Skog established a long-tsrm incentive
program in 201, in accordancs with the resolution made
at the annual general mesting i Apel 2014 The program
congsts of synthetic: options with a term of minirmum three
years, and is Iitnited to a rasdmurn nurmber equal to 2% of the
issued sharesin the compary.

13, INFORMATIGN AND COMMUNICATIONS

Information in Norsike Skogs financial statements shall
provide a cortect impression of the company’s results.
cash flow, assets and liabilities. Financial reporting follows
Intzrnational Finaneial Reporting Standards, and through
opeh communicaton to shareholders and financial markets,
Norske Skog ensures transparsncy and equality to facilitate
our stakeholders' assessment of the company’s financial
sftuation.

Press releases ih connection with quartsrty financial state-
ments are presented 1o the board before being published.
Outside of the neneral reetng, the cormpany’sadministration
maintaing an active dialogue with the shareholders, investors

CORPORATE GOVERMANCE

and aither relevant interested parties. The company’s annually
published financial calendar is avalable on wwwnorskesiog.
comivestors Theresponsibilities on communication havebeen
dlearly defined among corporate management and mermbers
of the: administration, including routines applicable should an
extraordinary situation occur, When publishing annual and
intetim reports, the cormpany holds public presentations that
are simultaneously broadcasted over the internet, Information
Sent to sharsholders by maf is simuttanecushy published on
WWWLNOMSKESKOLGom,

14 TAKE-OVERS

The board has established clear principles for how it will act
in the event of a take-over bicl hereunder that it will act in
agreement with the Code and Norwedian law. The pinciples
emphasise the importance of equal treatment of exdsting
shareholders. They further warrant that the board will ensure:
sufficient information intime and content for the sharsholders
to a55555 a possible bid, including issuing a statsment
to the sharsholders with the board’s assessment of such
bid, toriether with a valuation prepared by an ihdependent
ewpert. A sale of a sighificant part of the company will require
approval by the gensral meeting, The board will not without
decision by the general meeting attempt to hinder a tale-
over bid for the cormpany.

15. AUDITOR

The auditor presents an annual audit plan, descibing the
auditor's understanding of the hdustry and sionificant
risks, as well a3 the audit approach to be apolied The
auditor participates in audit cormittee mestings. and
board mestings when discussing the quarterly and financial
statements of otherwise requested. During 204, the auditor
has participated in discussions with the audit committee
without corporate managerment being presant. and for 2015
such time is scheduled with the: full board, The cormpany has
effective guidelines for the ability of the auditor to perform
noh-audit services for the company upon approval by the
audit cornmittee. The company informs the general mesting
about the auditor's fiees for audit and non-audit senices.

The board regularly assessas the quality and efficiency of the
worlc of the auditor.
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CORPCORATE GOVERNANCE

SHARES AND SHARE CAPITAL

NORSKE 5KOG'S SHAREHOLDER POLICY
The shareholder policy is as follows:

Norsles Sior's goal is to provide competitive return for the
shareholders.

Norske Skog's shares shall be freely negotiable and based
on the principle one share - one vote,

The dividend palicy shall be compatitive and responsible.
Norske Skog's capital structure shall be adapted to the
cormpany's strateqy and business risk.

The work of the board and the comorate managemeant
shall be basad on the principle of equal treatment for all
the cornpany’s shareholders.

DIVIDEND PROPOSAL

Based on weak earnings and the company's financial
position, the: board recommends that no dividend be paid for
the: financial year 201,

LONG-TERM INCENTIVE PROGRAMME

Inaccordancewith aresolution at theannual general meeting
in 20¥, the Board of Norske Skogindustrier ASA Th July
2004 approved a new sytithetic opfion program for senior
exBCUtives, The incentive program runs over three years and
totals 38 million synthetc options, At the beginning of the
program, 80% of the synthetic options were awarded. The
synthetic options are a prowxy for cash payments and not
options to buy shares. The exercise price for the options is
NOK 4.80, adjusted for an additional 10% per annum. The
programme s described in detall inthe notes to the financial

124 ANNUAL REPORT 2044 NORSKE SKOG

statements for the Norsie Slog Group (Note 12 and Norsice
Soaindustrier ASA (Note 10

SHARES AND SHARE CAPITAL

Norske: Skog's shares have been listed on the Oslo Stock
Exrhange since 1976, In 200, a total of T77.4 million Norsie:
Sl shares were fraded on the Oslo Stock Bxchange
compared with 238.8 millioh in 2013,

The Norske: Skog share pHice was NOK 3.84 on 30 December
2014, compared with NOK 483 oh 2 January 2014, The
highest price in 201, basad on close-of-trading prices. was
NOK 6,07 on 13 January, and the: lowest price was NOK 347
on 30 October.

On 31 Decammber 2014, the shave capital of Norske Skog was
NOK 185 845 626, consisting of 185 945 626 shares with a
face value of NOK 1. All shares have equal rights.

At the beginning of 20%, Nofske Skog owned 20 470
treasury shares. In June, 201 000 shares were bought, and
221 168 shares were later sold to employees in connection
with an employee share programme in Norway, Norsice
Siogr's holding of treasury shares was 310 shares as of
31 December 201,

On 31 December 201, the largest individual Norwegian
shareholdsr was Nobelsystern Scandinavia AS, with an
ownership interest of 5.4%. On 31 December 201, the foreign
ownership was 18%, compared with 21% on 31 December

2013, Foreion shareholders are, to a large extent, registered
through Thvestment banks, and based on information
gathered, nohe of them own more than 5%,

Based on the information in the Norwegian Registry of
Securities, Norske Skog had 20 228 shareholders in total on
31 Decermber 2014, of which 1050 resided autsicdle of Norway.

INFORMATION TG THE FINANCIAL MARKET

Around 20 Norwegian and international companies publish
analytical reports on Norske Sioo, directed towards both
enuity and bond investors, An ovarvisw of these companiss
can be found on Norsle Sion's website,

FINANCIAL CALENDAR FOR 2015

+ 27 February: htetim financial statements. fourth quartsr
201

& April: Sllent period begins

16 April: General Mesting

23 April: Interim financial staterments., first quarter 2015
29 June: Silent period begins

16 July: Interim financial statements, second quartsr 2015
B October: Slent petiod beging

22 Qctober: Interim financial statements, third quartsr
2016
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SUMMARY AND PRESENTATICN

KEY FIGURES RELATED TO SHARES

Defini 2014 23 2012 2011 2010 2009 2008 2007 2006 2006
Norrital value (NOK fshardy 1 1 1 10 10 10 10 10 10 10
Average number of shares excluding shares
held in treasury (1 000 163933 183 866 189827 183 604 189 904 189 663 189 501 183412 183 258 142 878
Net earnings per share after tac (NOK> T2 971 1463 1336 -12.97 -5.36 1433 -326 1454 -508
Cash flow per share after tax (NOK) 1.06 0.36 518 240 2,00 8,06 1043 11.43 1460 2142
Dividend per share (NOK) 0.00 000 000 000 0.00 0.00 0,00 0,00 550 5.50
Pricefcash flow ratio 362 1317 076 188 662 1.07 123 3.05 735 501
Nurmber of shares 31 Decembet (1 O0CH 189 946 160 M6 183 046 189 046 189946 189 946 189946 189 946 189946 189 046
Share prices high 607 480 800 2250 1435 1760 4585 118,50 114,00 124.56
Share prices low 347 244 343 2.558 652 796 1315 3075 8300 86.50
Share prices 31 December 3.84 474 396 452 1385 a55 1350 4520 107.50 107.25
Trading volume {Oslo Stock Bzhanges
1 000 shares 177366 235814 385768 617404 444134 52755 786900 650648 230507 186297
Nurmber of shareholders 31 December 20008 21521 24322 230955 24779 26936 26812 23671 22 967 23646
Number of foreign sharsholders 31 December 1060 1104 11385 1228 1291 1320 1355 1400 1381 1356
Foreign shareholding 31 Decamber 1757 % 2084 % 1902 % 2307 % 3592 % 251 % 405% 489% 67.0% 569%
Martest value (NOK million) 720 800 752 850 2630 1812 2 564 & 586 20415 200372

Definitions

1. Nt sarnings per shars after tax = Profit for the year : Average nurmber of shares

2. Cash-flow per share after tax = Cash flow : Average number of shares
3. Pricefcash flow ratio = Share price 3112, Cash flow per share after tax
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SUMMARY AND PRESENTATION

SHARES OWNED BY MEMBERS OF CORPORATE BODIES

AS OF 31 CECEMBER 20

BOARD OF DIRECTORS THE CORPORATE MANAGEMENT

Jarle Roth, Lornmedalen (chaits 40 000 CED Sven Ormbudstvedt T08 266
Eilif Due, Levanger 3056 - Elle Holding AS 1000 000

Siff Beate Hatlen, Hosle 0 Chief Operating Officer Roar Zdelien 0
Karin Bing Orgland, Oslo 0 Chief Financial Officer Rune Sollie: 1B705

JorAksel Torgersen, Odo a - Tia Yhiwa AS 87500
-Fiducia AS 2085644 Senior Vice President Lars P Sperre 108
Kjetil Bakdan, Norske Skog Skoan 153>

Paul Kristiansen, Norske Skog Saugbrugs 18608 AUDITOR

Svein Erflc Vele, Norske Skog Skogn 12505 Ernst & Young AS a

EMPLOYEE-ELECTED ALTERNATE BOARD MEMBERS (PERSONAL):

Havard Busidein (for Kietil Baldeaniy, Levanger 4]

Carl Fredrik Nisen (for Paul Kristiansen Halden a

Biarre Selen (for Svein Erfk Veieh, Steinkjer 3205
PRINCIPAL SHAREHOLDERS
Principal shareholders at 31 December 2004 Numbes of shaies.
Nobelsystem Scandinavia AS 10300 000 542
Kontrarf AS 300 000 505
Dimensional Fund Acdvisors 6721165 3.54
Sicandinavisica Ensldlda Banken 6295 000 331
AT Slon BA 6065011 319
Allskog BA 5205662 273
Astrup Fearnley AS 5180685 273
Uthalcen A/S 4 450000 2
NIL Spectatio Fnans AS 4225116 2.22.
Nordhat Banke AB (Nofnines) 3410940 180
Cranske Banlke A/S {MNofnines) 3232 18 170
Fiducia AS 2 956 644 157
Barokdc Ivest AS 2 760403 145
Sothic: Capital Managament 2 604 300 142
ASHavide 2 206 466 121
Ses AS 2 200 000 116
Alfaplan AS 2 000 000 105
Totstein L Tvenae 2 000 000 1.05
Myra Matsenter AS 1989102 106
Sharcholders with < 1% swnership 106233 021 55.53
Total 185 045626 100.00

The data is provided by RDAR and VPS, through the Nottines ID service, The data is obtained through the analysis of beneficial ownership and fund ranager inforrmation provided inreplies
1o discdosure of ownership notices issued to all custodians on the Norsie: Slkooimdustrier ASA share register, Whilst every reasonable effort is made to verify all data, nefther RDAR nor VPS
can guarantes the accuracy of the analysis
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SUMMARY AND PRESENTATICN

ARTICLES OF ASSOCIATION FOR NORSKE SKOGINDUSTRIER ASA

Last amended in the: general mesting 1 April 2013

ARTICLE1 THE COMPANY FORM AND NAME
The company is a public Imited liability company. The
company’s name is Norske Skogindustrier ASAL

ARTICLE 2 OBJECTIVE

The objective of the company is to operate wood processing
acthvities and associated activities. The company may
participate i other commersal activity by subscribing to
shares of in other ways.

ARTICLE 3 REGISTERED OFFICE
The company is recistered in Norway, and has its comorate
managsment and registered officein Oslo municipality.

ARTICLE 4 SHARE CAPITAL AND SHARES

The company’s share capital amounts to NOK 189 945 626,
divided into 188 845 626 shares each with a nominal value
of NOK 1~ The company’s shares shall be registered in the
Norwegiian Central Securities Depository (VPS5

ARTICLE & BOARD OF DIRECTORS

The cornpany’s board of directors will consist of a minimum
of sewen and a rmasdrnurm of ten directors, eected for a term
of one year No person can be elected to the board after
reaching the age of 70,

The general mesting elects the board of directors and
the chait of the board every year, and determines the
remiunetation payable to directors, The board of difecors is
responsible for appointing a chief executive, to be known as
the: president and chief executive officer, and for determining
hisfher remuneration. The board of directors appoints
a member of the beard, the chisf executive or named
employeas to sian for the cormpany.

ARTICLE &6 ELECTION- AND REMUNERATION
COMMITTEE
Thecompanywillhaveanelection-andremuneration cormrmittes
consisting of four members elected by the general mesting for
a term of one vear, a5 well as an employes represantative to
be appointed by the Norwedian Works Council with the right
1o spealc and make: suggestions in matters of election, and
the: right to vote i remuneration matters. The chalt of the
dlection- and remuneraton committes is elected by the
aeheral mesting and remunsration of the members of the
committeewill be determined by the general mesting,

128 ANNUAL REPORT 2084 NORSKE SKOG

The election- and remuneration committee will have the

following tasks:

i To fssue a recommendation to the general meeting
coneerning electon of shareholder-elected members of
the board and the chair of the board,

iy To issue a recommendation to the general meeting
concerning  the  remuneration of board  members,
hereUnder the chalr of the board and the board's
COMMNItess.

iy To issue a recommendation to the general meeting
coneerning the election of members of the election- and
refunetation committee, hereunder the chalr of the
comPnities

W To issue a recommendation to the general meeting
coneerning the remuneration of members of the election-
and remuneration commitise,

The general mesting can stipulate more detailed guidelines
for the worlkc of the dlection committes.

ARTICLE 7 GENERAL MEETING

Notice of the general meeting will be issued within the
deadline set by the Public United Liability Companies Act
inwriting to all shareholders with a known address. The right
o participate and vote in the general mesting can only be
exercised when the acquisition of shares is registered in the
shareholder register on the fifth bushmess day before the
general mesting (registration datex The general mesting will
be held inthe local municipality inwhich the company has its
registered office or ih Cslo,

When the documents which apply to matters which are
up for dissussion and voting at the general mesting in the
company have: besn made available to the shareholders on
the company’s website, the board can deside to not send
the documents to the sharsholders, A sharsholder can,
howsyver, demand to have documents partaining to rmatters
on the agenda of the general mestihn sent to him or hen
The cornpany cannot request any compensation for sending
documents to the sharsholders.

The annual general meeting will:

1. Approve the annual accounts, induding the directors”
report, and the consolidated accounts, and approve the
profit and loss account and balance sheet,

>

Determine the application of the profit or coverage of the
logs for the year in accordance with the approved balance
sheet, including the declaration of any diidend,

3 Discuss and vote over the board’s declaration on
deterrination of salary and other rermuneration for senior

employees.

4. Approve the auditor's fes,

o)

Elect the shareholders’ representatives to the board of
directors, as wall a5 to the election- and remunsration
comrmittee, as well as stipulate any remuneration to
rembers and alternate members of these bodies.

@

Deal with any other business stated ih the notice of the
mesting.

Matters which a shareholder wants to put before the general
meeting for discussion ahd voting must be communicated in
writihg to the board at least seven days prior tothe deadline
for issUing a notee ofa teneral rmeethg enclosing a proposed
moton or reason for putthg the matter on the agenda.
Notice of the general meeting will be given, and the general
meeting will be opened and chaired, by the chair of the
beard. The general meeting may, upon proposal pressnted
in the mesting of before by the board, a board member or
a shareholder, with simple majority of the cast votes, elect
another person to chair the meeting, Should there be more
than one candidate, the one that has received the most votes
shall be elected.

Shareholders can vote in wiitiha in advance in matters
up for discussion and vothg at the company’s general
mestings. Such votes can also be cast through dectronic
cotimunication, Theoption of voting in advanceis contingent
upon the existence of a satisfactory method for verifying the:
identity of the voter. The board of directors will determine
it such a method exdsts prior to each individual general
meeting The board of directors can stipulats more detailed
auidalines for writtsn advance votss. k must emerge frorm the:
notice of the general mesting whether votihg i advance is
allowed and which guidelines have been stipulated for any
such voting in advance
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