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2 Details of large proprietary company
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5 Statements and reports to be attached to this form

Financial statements for the year (as required by 5295(2) and accounting standards)

+  Statement of comprehensive income, may also include a separate income statement for the year
+  Statement of financial position as at the end of the year

+  Statement of cash flows for the year

+  Statement of changes in equity.

OR
If required by accounting standards — the consolidated statements of comprehensive incomefincome statement,
financial pesition, cash flows and changes in equity,

Notes to financial statements (ses §285(3))

«  Disclosures required by the regulations

+  Notes required by the accounting standards

*  Any other information necessary to give a true and fair view (see s297),
The signed directors’ declaration about the statements and notes {see §295(4)).

The signed directors' report for the year, including the copy of the auditor's or reviewer's independence declaration
{see 5298 to 5300A).

Signed auditor’s report or, where applicable, reviewer's report (see 8301, s307 to s308).

Concise report {if any) (see $319).

Signature
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8319 of the Corporations Act 2001.
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Paper Australia Pty Ltd
ABN 863 061 583 533

Directors’ Report

The Directors present their report together with the financial report of Paper Australia Pty Ltd (‘the Company') and its
subsidiaries together refarred to as 'the Consolidated Entity’, for the year ended 31 December 2013 and the auditor's report
theraon,

Directors

The names of the Directors of Paper Australia Pty Ltd in office at any time during or since the end of the financia! year are:
Fumic Manoshiro

Kunihiko Kashima

Hirofumi Fujimori

Peter Williams

Jim Henneberry (resigned 31 January 2014}

Principal Activities

The principal activities of the Consoclidated Entity are the manufacture, sale and distribution of office papers, envelope &
stationery products, printing and packaging papers. There were no significant changes in the nature of the principa!
activities of the Consclidated Entity during the year under review,

Review and Results of Operations
Paper Australia Pty Lid, trading as Australian Paper, primarily services the Australian market directly and through sales to
merchanting operations, office suppliers, printing papers users, and packaging manufacturers.

Australian Paper has channels to market, building off its Australian mills, so local customers benefit from expert
manufacturing capabilities, widely available product offering, superior service, customer support, and extensive and efficient
supply lines.

The Paper Australia Pty Ltd consolidated group's reported net loss after tax is $26.5 million (2012: net loss after tax $20.3
million). Underlying business conditions remained challenging during the period as a result of the high AUD/ USD exchange
rate. A strong AUD results in cheaper imports and puts increased pricing pressure on locally produced product sales as well
as reducing translation retuns on exports. However in May 2013 the AUD/USD fell sharply to around 0.90. The AUD
depreciation provided some immediate relief on export pricing but the full export translation benefits were not realised until
the last quarter of 2013. Production and operating performance improved again in 2013. Year on year paper production was
up 6,800 tonnes. Internal projects targeting fixed costs reductions and efficiency improvements continued during the course
of the year in order to offset foreign currency impacts on top line pricing pressure.

Significant Changes in the State of Affairs
There have been no significant changes in the state of affairs of the consolidated entity that occurred during the financial
year ended 31 December 2013.

Envircnmental Regulation

The Consolidated Entity is subject to significant environmental regulation, in particular with respect to its manufacturing
activities. Environmental performance obligations are monitored by management and subject to internal audits as well as
independent external and government agency audits and site inspections.

The Company is registered under the National Greenhouse and Energy Reporting Act, under which it is required to report
energy consumption and greenhouse gas emissions for its Australian facilities initially for the 12 months ended 30 June
2011 and subsequently for future periods. The Company has established data collection systems and processes are in place
to meet these requirements.

Future Developments/Outlook
In the opinion of the Directors no significant variation is expected in the operation of the organisation.

On 10 October 2012, the Company announced that it would be proceeding with a $90 million investment program to
construct a premium recycled waste paper plant and associated infrastructure at our Maryvale Mill in Gippsland, Victoria,
The new waste paper recycling plant will triple our usage of recycled pulp to 50,000 tonnes and result in up to 80,000 tonnes
of waste paper being diverted from local landfills. Construction is progressing well and will be completed during 2014 with full
preduction shortly after.

On 9 February 2014, log piles and some mill infrastructure and electric cabling at the Maryvale mill were damaged by
bushfire. It is expected that the gross operating costs, cost of repairs and the loss of inventories will be less than $2m
{pending finalisation of loss assessment). Approximately one full day a production was lost due to machine downtime. The
Company holds property and business interruption insurance for material losses caused by fire.



Papser Australla Pty Ltd
ABN 83 081 583 533

Directors’ Raport (continued)

Dividends
The Company has not declared or paid any dividend for the year ended 31 December 2013 (2012: $nil).

indemnities and Insursnce

The Company has agreements with each of the Directors of tha Company in office at the date of this report, and certain
presant and former Officers of the Company, indemnifying those Officers against liabilities to any person other than the
Company or a retated body corporate that may arise from their acting as Cfficers of the Company notwithstanding that they
may have ceased to hold office, except where the liability arises out of conduct involving a lack of good faith or unlawfu!
activity,

The Directors have not inchuded details of the nature of the liabilities covered or the amount of the premium pald in respect
of the Directors’ and Officers’ liability and legal expenses insurance contracts, as such disclosure is prohibited under the
terms of the contracts.

Audit Servicas
The Company has obtained en independence declaration from its auditors, Emst & Young, which has been attached to this
report.

Non-audit Services
In additicn to the statutory audit work during the year, the Company's auditors, Ernst & Young, have provided certain non-
audit services, including:

Japanase compliance review

Jobs end Competitiveness Program application

Forelgn employee tax services

Worksafe Victoria seif-insurance provision extract report

The Company has strict criteria relating to the engagement of the auditor for non-audit services. Directors at the time have
reviewed the nature of non-audit services being provided, as weli as their cost, and believe the provision of these services
does not impair the integrity and objectivity of the auditors and is compatible with the general atandard of independenca for
auditors imposed by the Corporations Act. In the current year, the Company has also engaged the services of other
accounting firms to perform a varety of non-audit assignments.

Rounding
The Company is the kind referred to in the ASIC Class Order 88/100 dated 10 July 1988 and, in accordance with that Class
Order, amounts in this Annual Report and Directars’ Report have been rounded off to the nesrest $1,000, unless stated
otherwise,

G

Hirofumi Fujimori
Director and Chiaf Executive Officer

P e,

Peter Williams
Director and Chief Financial Officer
28 March 2014



Ernst & Young Tel: +61 3 9288 BOOO
8 Exhibilion Street Fax: +61 3 B6S0 7777
Melbourne VIC 3000 Australia ey.com

Building a better GPO Box 67 Melbourne VIC 3001
working world

Auditor's Independence Declaration to the Directors of Paper Australia
Pty Ltd

In relation to our audit of the financial report of Paper Australia Pty Ltd for the financial period ended
31 December 2013, to the best of my knowledge and belief, there have been no contraventions of the
auditor independence requirements of the Corporations Act 2001 or any applicable code of professiona!
conduct.

& rant » }/Bw?/

Ernst & Young
V — 4/

Jacob Gossan
Partner
28 March 2014
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Paper Australia Pty Ltd
ABN 63 061 583 533

Financia! Report of Paper Australia Pty Ltd
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Paper Australia Pty Ltd
ABN 63 061 583 533

Statements of Comprehensive Income
For the year ended 31 December 2013

Consolidated Company
Yearended Yearended Yearended Yearended
31 December 31 December 31 December 31 December
Note 2013 2012 2013 2012
$'000 $'000 $'000 $'000
Continuing operations
Rewenue 745,261 754 428 673,274 684,903
Other income 28,353 28,537 29,958 28,776
Costofsales (676,4813) (678,312) (624,593) (628,076)
Personnel costs non-manufacturing (36,612) (33,793) (31,882) (29,579)
Logistics and distribution (62,230) (62,634) (56,308) (57,102)
General and administration (5,737) (6,614) (3,639) (4,693)
Sales and marketing (6,018) (5,868) (5,973) (5.730)
Research and dewelopmaent (785) (819) (785) (819}
Net foreign exchange gains/{losses) 1,739 1,334 1,746 1,348
Resuls from operating activities (12,512} (3,741) (18,211) (10,872}
Finance income 440 559 428 548
Finance expenses (5,518) (6,203) (5,483) (6,193}
Net financing costs (5,078) (5,644) (5,061) (5,645)
Profit/{loss) from continuing operations
before income tax (17,590) (9,385) (23,272) (16,617}
Income tax (expense)irevenue (8,938) (10,949) (6,844) (9,037}
Profit/(loss) from continuing operations after
Income tax (26,528) (20,334) (30,116) (25,654)
Othor comprehensive income
Net foreign exchange differences on
franslation of overseas subsidiaries 3,243 (368) - -
Net gains/(losses) on cash flow hedges (459) (1,119) (459) (1,119}
Actuarial gains/{losses) on defined benefit plans 8,577 2,940 8,577 2,840
Tax effect on actuarial gains on defined benefit plans (3,013) - (3,013) -
Other comprehensive income for the year,
net of tax 8,348 1,453 5,105 1,821
Total comprehensive income for the year (18,180) (18,880) (25,011) (23,833)
Profit/{toss) for the year attributable to:
Owners of the parent (26,555) (20,302) (30,116) (25,654)
Non-controlling interest 27 (32) - -
(26,528) (20,334) (30,116) (25,654)
Total comprehensive income for the year
Is attributable to:
Owners of the parent (18,207) (18,848) (25,011) (23,833)
Non-controlling interest 27 (32) - -
(18,180) (18,880) (25,011) (23,833)

The notes on pages 9 to 22 are an integral pant of these consoclidated financial statements.



Statements of Financial Position
As at 31 December 2013

Paper Australla Pty Ltd
ABN 63 061 583 533

Consolidated Company
Note 2013 2012 2013 2012
$'000 $'000 $'000 $'000
Current assets
Cash and cash equivalents 3 54,502 49,743 44,192 42 181
Trade and other receivables 4 108,154 109,326 114,210 109,343
Inventories 5 181,686 166,563 157,141 149,934
Other assets 6 1,500 1,500 1,500 1,500
Total current assets 346,842 327,132 317,043 302,958
Non-current assets
investments - - 21,444 21,444
Property, plant and equipment 7 505,124 480,542 505,094 480,494
Intangible assets 8 741 504 740 504
Deferred tax assets ] 51,526 62,608 51,118 82,221
Other assets 6 15,147 6,837 15,147 6,837
Total non-current assets 572,538 550,491 593,543 571,500
Total assets 919,380 877,623 910,586 874,458
Current liabilities
Trade and cther payables 10 135,001 105,463 136,102 107,337
Leans and borrowings 1 91,663 35,689 95,606 37,699
Income tax payable 12 161 K} - -
Employee benefits 13 43,404 44073 42958 43,759
Provisions 14 4,450 3,083 3,308 3,083
Total current liabilities 274,679 188,338 277 974 191,878
Non-current liabilities
Loans and borrowings 11 51,116 76,596 51,115 76,595
Employee benefits 13 1,630 83 1,068 345
Provisions 14 4,558 5,800 5,700 5,900
Total non-current liabilities 57,304 83,327 57,883 82,840
Total iabilities 331,983 271,665 335,857 274718
Not agsets 587,397 605,958 574,729 599,740
Equity
Share capital 15 662,280 662,280 662,280 662,280
Resenmss 16 {5,376) (8,160) (1.820) (1,361)
Retained earnings 17 (69,640) (48,268) (85,731) (81,179)
Minority interest 133 108 - -
Total equity 587,397 605,958 574,729 599,740

The notes on pages 9 to 22 are an integral part of these consclidated financial statements.



Statements of Changes in Equity
For the year ended 31 December 2013

Paper Australia Pty Ltd
ABN 83 061 583 533

Consolldated
lssued  Accumulated Other Minority
capital losses reserves intarest Total
$'000 $'000 $'000 $'000 $'000
At 31 December 2011 662,280 {30,780) {6,703) 138 624,935
Net profitloss) for the year {20,302) (32) (20,334)
Other comprehensive income 2,940 {1,487) 1,453
Total comprehensive income
for the year 662,280 {48,142) {8,190} 108 606,054
Transactions with owners
in their capacity as owners:
Dividends paid (59) (59)
Cther adjustments {67) 30 (37)
At 31 December 2012 662,280 {48,268) {8,160} 106 805,958
Net profit{loss) for the year {26,555} 27 (26,528)
Other comprehensive income 5,564 2,784 8,348
Total comprehensive income
for the year 662,280 {69,259) {5,3786) 133 587,778
Transactions with owners
in their capacity as owners:
Dividends paid (22) (22)
Other adjustments (359) (359)
At 31 December 2013 662,280 {69,640) {5,376) 133 587,397
Parent
lssued  Accumulated Other Minority
capital losses reserves interest Total
$'000 $000 $'000 $'000 $'000

At 31 December 2011 662,280 (38,465) (242) - 623,573
Net profit{loss) for the year {25,654) (25,654)
Other comprehensive income 2,940 (1,119) 1,821
Total comprehensive income
for the year 662,280 (61,179) {1,361) - 599,740
Transactions with owners
in their capacity as owners:
Dividends paid -
Other adjustments -
At 31 December 2012 662,280 (61,179) {1,361) - 599,740
Net profit{loss) for the year {30,116) (30,118)
Other comprehensive income 5,564 (459) 5,105
Total comprehensive income
for the year 662,280 (85,731) {1,820) - 574,729
Transactions with owners
in their capacity as owners:
Dividends paid -
Other adjustments -
At 31 December 2013 662,280 (85,731} (1,820} - 574,729

The notes on pages S to 22 are an integral part of these consolidated financial statements.



Paper Australla Pty Ltd
ABN 63 061 583 533

Statements of Cash Flows
For the year ended 31 December 2013
Consolidatad Company

2013 2012 2013 2012

$'000 $'000 $'000 $'000
Cash flows from operating actlvities
Receipts from customers 765,503 778,729 691,302 717,275
Payments to suppliers and employees (729,438) (740,740) (660,688) (678,960)
Interest received 440 559 428 548
Interest paid (5.518) (6,203) (5,489) (6,193)
Income taxpaid (739) (895) - -
Net cash from operating activitles (1) 30,248 29,450 25,553 32,670
Cash flows from Investing actlivities
Acquisition of property, plant and equipment
and intangibles {51,609) (22,809} {51,618) {22,806)
Net cash from investing activities {51,609) {22,809) {51,616) (22,806)
Cash flows from financing activities
Dividends paid (22) (59) - -
Proceeds/{repayments) from borrowings 26,629 (4,186) 28,560 (6,217}
Principal finance lease payments (487) (425) (487) (425)
Net cash from financing activities 26,120 (4,670) 28,073 (6,642)
Net increase in cash and cash equivalents 4,759 1.971 2,01 3,222
Cash and cash equivalents at the beginning of the year 49.743 47772 42,181 38,959
Cash and cash equivalents at the end of the year 54,502 49,743 44,192 42,181
{1) Raconclilation of profit after tax to net cash
from operating activities profit for the year
Profit for the period {26,528) (20,334) (30,116) (25,654)
Depreciation and amortisation of property,
plant, equipment and intangibles 30,977 33,108 30,967 33,057
Outside equity interest 27 (32) - -
Decrease/(increase} in current and deferred taxes 8,200 10,055 8,080 10,158
Increase/(decrease) in provisions and employee benefits 154 (853) {54) {626)
Operating profit before changes in current
and non-current assets and liabilites 12,830 22,145 8,887 16,935
Decrease/(increase) in trade and other receivables (8,140) 2,605 (13,177} 11,287
Decreasel(increase) in inventories (15,123} 16,588 {7,207) 18,942
(Decrease)increase in trade and other payables 40,681 (11,888) 37,050 {14,494)
Net cash from operating activities 30,248 29,450 25,5353 32,670

The notes on pages 9 to 22 are an integral part of these consolidated financial statements.



Paper Australia Pty Ltd
ABN 63 061 583 533

Notes to the financial statements
Note 1. Accounting Policies

The following significant accounting policies have been applied by Paper Australia Pty Ltd ('the Company') and its
subsidiaries together referred to as ‘the Consolidated Entity’, having regard to their activities, in the preparation of the
Consolidated Financial Report (‘the financial report’).

{1) Reporting Entity

In the opinion of the Directors, the Company is not a reporting entity. The financial report of the Company has been drawn
up as a special purpose financial report for distribution to the members and for the purpose of fulfilling the requirements of
the Corporations Act 2001,

(2} Baslis of Proparation

The special purpose financial report has been prepared in accordance with the requirements of the Corporations Act 2001
and the recognition, measurement and classification aspects of all applicable Australian Accounting Standards (AASBs)
adopted by the Australian Accounting Standards Board (AASB).

The financial report does not include the disclosure requirements of all AASBs except for the following minimum
requirements:

AASB 101 Presentation of Financial Statements

AASB 107 Cash Flow Statements

AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors

The financial statements were approved by the Board of Directors on 28th of March 2014,
The accounting policies set out below have been applied consistently by all entities in the Consolidated Entity.

The financia! report is prepared on the going concern and the historical cost basis except that the following assets and
liabilities are stated at their fair value: derivative financial instruments.

The Company is of the kind referred to in ASIC Class Order 98/100 dated 10 July 1998 (updated by CO 05/841 effective 28
July 2005 and CO 06/51 effective 31 January 2008) and in accordance with that Class Order, amounts in the financial report
and Directors’ Report presented in Australian Dollars have been rounded off to the nearest thousand dollars, unless
otherwise stated.

The presentation currency applied in the financial report is Australian dollars.

{3) Basis of Consolidation

The consolidated financial report of the Consoclidated Entity is in accordance with Accounting Standard AASB 127
Consclidated and Separate Financial Statements. In preparing the consolidated financial report, all balances and
transactions betwaen entities included in the Consolidated Entity have been eliminated.

Subsldiarigs

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power, directly or indirectly,
to govern the financial and operating policies of an entity so as to cobtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable or convertible are taken into account. Investments in subsidiaries are
carried at cost less accumulated impairment losses.

The financial statements of subsidiaries are included from the date control commences until the date control ceases.
Dividend distributions from subsidiaries are recognised by the parent entity when they are declared by the subsidiaries.

Minority interest in the equity and results of the entities that are controlled by the Consolidated Entity are shown as a
separate item in the financial report.

Other Entities
Dividends from other investments are recognised when dividends are received.

{4) Revenue Recognition

Sales Revenue

Sales revenue comprises revenue earned (net of returns, discounts, allowances and the amount of goods and services tax)
from the provision of products to entities outside the Consolidated Entity. Sales revenue is recognised when the significant
risks and rewards of ownership have been transferred to the customer.

Commissions
Revenue for commissions is recognised when the applicable sale is completed.



Paper Austratia Pty Ltd
ABN 63 061 583 533

Notes to the financial statements

Note 1. Accounting Policies (Continued)
(4) Revenue Recognition (Continued)

Government Grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all attached
conditions will be complied with. When the grant relates to an expense item, it is recognised as income on a systematic
basis over the periods that the costs, which it is intended to compensate, are expensed. When the grant relates to an asset,
it is recognised as income in equal amounts over the expected useful life of the related asset.

{5) Taxation

Income Tax

Income tax on the profit and loss for the year comprises current and deferred tax. Income tax is recognised in the statement
of comprehensive income except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted
at the statement of financial position date, and any adjustment to tax payable in respect of previous years,

Deferred tax is provided using the statement of financial position liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the statement of financial position date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets and
they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilittes and assets on a net basis or their tax assets and liabilities will be realised
simultanaously.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be avallable against
which the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has
become probable that future taxable profits will allow the deferred tax asset to be recovered.

Tax Consolidation

The Australian Federal Government enacted legislation in 2003 to allow companies comprising a parent entity and
Australian wholly-owned subsidiaries to elect to consolidate and be treated as a single entity for Australian income tax
purposes.

The Company has elected to form a new tax consolidated group effective from 1 June 2009 comprising all Australian entities
within the corporate group.

Current tax expensefincome, deferred tax liabilities and deferred tax assets arising from temporary differences of the
members of the tax-consolidated group are recognised in the separate financial statements of the members of the tax-
consolidated group using the 'separate taxpayer within the group' approach by reference to the carrying amounts of assets
and liabilities in the separate financial statements of each entity and the tax values applying under tax consolidation.

The Company recognises defarred tax assets arising from unused tax losses of the tax-consolidated group to the extent that

it is probable that future taxable profits of the tax-consclidated group will be available against which the asset can be utilised.

Any subsequent period adjustments to deferred tax assets arising from unused tax losses as a result of revised
assessments of the probability of recoverability are recognised by the head entity only,

Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the
amount of GST incurred is not recoverable from the Australian Taxation Office (ATQ). In these circumstances, the GST is
recognised as part of the cost of acquisition of the asset or as an expense item.

Receivables and payables are stated with the amount of GST included.
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Notes to the financial statements

Note 1. Accounting Policies (Continued)

{5) Taxation (Continued)
The net amount of GST payable to the ATO is included as a current liability in the Statement of financial position.

Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows arising from
investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.

(6} Depreciation .
Property, plant and equipment, excluding freehold land, are depreciated at rates based upon their expected useful lives
using the straight-line method. Freehold land is not depreciated.

Depreciation rates used for each class of asset are as follows:

Land improvements: between 1% - 3%
Buildings: between 1% - 4%
Plant and equipment; between 4% - 20%
Finance leases for equipment; between 4% — 20%

Depreciation and amortisation are expensed except to the extent they are included in the carrying amount of an asset as an
allocation of production overheads.

The residual value, the usefui life and the depreciation method applied to an asset are reviewed at least annually.

(7) Employee Benefits

The Consolidated Entity’s net obligation in respect of long-term service benefits, other than defined benefit superannuation
funds, is the amount of future benefit that employees have earned in retumn for their service in the current and prior periods.
The obligation is calcutated using expected future increases in wage and salary rates including related on-costs and
expected settlement dates, and is discounted using the rates attached to the Commonwealth Government bonds which have
maturity dates approximating to the terms of the Consclidated Entity's obligations.

Liabilities for employee benefits for wages, salaries, annual leave, long sarvice leave and sick leave that are expected tc be
settied within 12 months of the reporting date represent present cbligations resulting from employees' services provided to
reporting date and are calculated at undiscounted amounts based on remuneration wage and salary rates that the
Consolidated Entity expects to pay as at reporting date including related on-costs, such as workers compensation insurance
and payroll tax. Non-accumulating non-monetary benefits such as medical care, housing, cars and subsidised goods and
services, are expenses based on the net marginal cost to the Consolidated Entity as the benefits, are taken by the
employees.

Employee Retirement Benefit Obligations

The Consolidated Entity has both defined benefit and defined contribution plans. The defined benefit plans provide defined
lump sum benefits based on years of service and final average salary. The defined contribution plans receive fixed
contributions from the Consolidated Entity and the Consolidated Entity's lega! or constructive obligation is limited to these
contributions.

A ligbility or asset in respect of defined benefit superannuation plans is recognised in the statement of financial position, and
is measured as the present value of the defined benefit obligation at the reporting date less the fair value of the
superannuation fund's assets at that date and any unrecognised past service cost. The present value of the defined benefit
obligation is based on expected future payments which arise from membership of the fund to the reporting date, calculated
annually by independent actuaries using the projected unit credit method. Consideration is given to expected future wage
and salary levels, experience of employee departures and periods of service.

Expected future payments are discounted using market yields at the reporting date on national government bonds with terms
to maturity and currency that match, as closely as possible, the estimated future cash outflows.

Actuarial gains and losses arising from experience adjustments and related changes in actuarial assumptions are charged or
credited to retained earnings.

Past service costs are recognised immediately in income, unless the related changes to the superannuation fund are
conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the past
service costs are amortised on a straight-line basis over the vesting period.

Future taxes that are funded by the entity and are part of the provision of the existing benefit obligation (e.g. taxes on
investment income and employer contributions) are taken into account in measuring the net liability or asset.
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Paper Australia Pty Ltd
ABN 63 061 583 533

Notes to the financial statements
Note 1. Accounting Policies {Continued)

(8) Net Financing Costs

Net financing costs comprise interest and other financing charges excluding net foreign exchange gains and losses. These
costs are brought to account in determining profit for the year, except to the extent the interest incurred relates to major
capital items in which case interest is capitalised as a cost of the asset up to the time it is ready for its intended use or sale.

Interest income is recognised in the statement of comprehensive income as it accrues, using the effective interest method.
The interest expense component of finance lease payments is recognised in the statement of comprehensive income using
the effective interest method.

For fixed assets, the capitalised interest and charges are amortised over the expected useful economic lives.

(9) Property, Plant and Equipment
Depreciable property, plant and equipment are shown in the financial report at cost or deemed cost less accumulated
depreciation and impairment losses.

(10) Inventories
Inventories are valued at the lower of cost (including an appropriate proportion of fixed and variable overheads) and net
realisable value in the normal course of business.

The cost of inventories is based on the first-in first-out principle and includes expenditure incurred in acquiring the
inventories and bringing them to their existing location and condition. In the case of manufactured inventories and work in
progress, cost includes an appropriate share of overheads based on normal operating capacity. The provision for
impairment losses is based on an ageing analysis. Net realisable value is the estimated selling price in the ordinary course
of businass, less the estimated costs of completion and selling expenses.

(11) Cash and Cash Equivalents )

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and
form an integral part of the Consolidated Entity's cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.

(12) Forelgn Currency

Functional Currency

The financial statements of foreign subsidiaries are measured using the currency of the primary economic environment in
which the entity operates being the entity's functional currency. The consolidated financial statements are presented in
Australian dollars, which is the Consolidated Entity's functional and presentational currency.

Transactions

The Consolidated Entity is exposed to changes in foreign currency exchange rates as a consequence of the need to
purchase items denominated in foreign currency as part of its activities. Transactions in foreign currencies are translated at
the foreign exchange rate ruling at the date of transaction. Monetary assets and liabilities at balance date are transiated to
Australian dollars at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities measured at historical
cost are translated using the exchange rate at the date of the transaction. All material foreign currency transactions, which
are not offset by a natural hedge, are subject to forward exchange contracts and any exchange gainsflosses arising from the
effect of currency fluctuations on the underlying transactions are offset by the exchange gains/losses on the forward
exchange contract. As a result, exchange rate movements on such foreign currancy transactions are largely offset within the
statement of comprehensive income.

Transiation of Forelgn Subsidiaries

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are
translated to Australian dollars at foreign exchange rates ruling at the statement of financial position date. The revenues and
expenses of foreign operations are translated to Australian dollars at rates approximating the foreign exchange rates ruling
at the dates of the transactions. Foreign exchange differences arising on retranslation are recognised directly in a separate
component of equity.

Any exchange gains/losses arising on transactions entered into to hedge the currency fluctuations on the net investment in

foreign subsidiaries are recorded, net of tax, in the exchange fluctuation reserve on consolidation where it is determined to
be an effective hedge. They are released into income upon disposal of the entity,
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Notes to the financial statements
Note 1. Accounting Policles (Continued)

{13) Financial Instruments

The Consolidated Entity is exposed to changes in interest rates, foreign exchange rates and commodity prices from its
activities. The Consclidated Entity uses the following financial instruments to hedge these risks: forward exchange contracts,
interest rate swaps and net investment hedges. Financial instruments are not held for trading purposes.

Derivative Instruments
Derivative instruments are initially recognised at fair value on the date the derivative contract is entered into and are
subsequently remeasured to their fair value.

Changes in the fair value of forward exchange contracts are recognised immediately in the statement of comprehensive
income. Changes in the fair value of interest rate swaps and net investment hedges are recognised in the statement of
changes in equity as these items are treated as cash flow hedges.

Financlal Instruments Included in Liabilities
Trade and other payables are recognised for amounts to be paid in the future for goods and services received, whether or
not billed to the Consclidated Entity and are stated at amortised cost.

Interest bearing loans and borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest bearing borrowings are stated at amortised cost. Any difference between cost and redeemable
value is recognised as interest expense, on an effective interest basis in net financing costs over the period of the
borrowings.

Liabilities are classified as non-current when the Consolidated Entity has an unconditional right to defer settiement for at
least 12 months after the reporting period.

Financial instruments Included In Assets
Trade debtors and other receivables are carried at amortised cost less any impairment losses. Collectability of overdue
accounts is assessed on an ongoing basis. Specific provision is made for all doubtful accounts.

Investments are initially recorded at cost and are subject to impairment testing at each reporting date. They are included in
non-current assets unless management intends to dispose of the investmant within 12 months of the statement of financial
position date.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been
transferred and the Consolidated Entity has transferred substantially all the risks and rewards of ownership.

Loans and receivables and held-to-maturity investments are carried at amortised cost using the effective interest method.
Cash and cash equivalents comprise cash balances and call deposits.

(14} Leased Assets
Plant and equipment leases under which the Consolidated Entity assumes substantially all the risks and rewards of
ownership are classified as finance leases. Other leases are classified as operating leases.

Operating Leases
Payments made under operating leases are expensed on a straight-line basis over the term of the lease.

(15) Research and Development Expenditure

Expenditure on research activities is charged against operating profit in the year in which the expenditure is incurred,
Expenditure on development activities is capitalised if the product or process is technically and commercially feasible, and
completion is intended.

(16) Other Intanglble Assets

Cther intangible assets that are acquired by the Consolidated Entity are stated at cost less accumulated amortisation and
impairment losses (see Note1 (17)). The period of amortisation equates to the period over which benefits are expected to be
derived.
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Notes to the financial statements
Note 1. Accounting Policies (Continued)

{17) Impairment of Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that
are subject to amortisation are reviewed at each statement of financial position date to determine whether there is any
indication of impairment. If any such indication exists the asset's recoverable amount is estimated. An impairment loss is
recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. The recovarable amount is
the higher of an asset's fair value less costs to sell and value in use. For the purposes of assessing impaimment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash generating units). Impairment losses
recognised in respect of cash generating units are allocated first to any goodwill allocated to the cash generating unit, and
then to other assets in the unit on a pro rata basis.

These assumptions include management's expectation of the impact of the carbon price under the Australian Carbon Pricing
Mechanism.

Recoverable Amount
The recoverable amount of receivables carried at cost is calculated as the present value of estimated future cash flows,
discounted at the original effective interost rate. Receivables with a short duration are not discounted.

The recoverable amount of other assets is the greater of their fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using an appropriate pre-tax discount
rate.

Reversals of Impairment
In respect of property, plant and equipment, an impairment loss is reversed only if there is an indication that the impairment
loss may no longer exist or there has been a change in estimates used to determine the recoverable amount,

{18} Provisions

A provision is recognised when there is a present legal or constructive obligation as a result of a past event and it is
probable that an outflow of economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of
money and, where appropriate, the risks specific to the liability.

Dividends on Ordinary Shares
A provision for dividends payable is recognised in the reporting period in which the dividends are declared, for the entire
undistributed amount, regardless of the extent to which they will be paid in cash.

Surplus Leased Premises
Provision is made for non-canceliable operating lease rentals payable on surplus lease premises when the expected future
benefits to be obtained are less than the amount payable.

Restructuring
A provision for restructuring is recognised when the Consolidated Entity has approved a detailed and formal restructuring
plan, and the restructuring either has commenced or has been publicly announced.

Environmental Remediation
A provision for environmental remediation is recognised when a fegal or constructive obligation to remediate exists due to
the impact of a past event, and the provision can be reliably estimated.

(19} Revislons of Accounting Estimates
Revisions to accounting estimates are recognised prospectively in current and future periods.

(20) Accounting Estimates and Judgements

The Consolidated Entity makes estimates and assumptions concerning the future. Actual results may at times vary from
estimates. The estimates and judgements that have a significant risk of causing @ material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.
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Notes to the financiat statements
Note 1. Accounting Policles (Continued)

(20} Accounting Estimates and Judgements (Continued)

Impairment of Non-Current assets

The Consolidated Entity assesses whether non-current assets are impaired at least annually, These calculations involve an
estimation of the recoverable amount of the cash generating tnits to which the non-current assets are allocated based on
forecast future cash flows and certain related assumptions.

The Company exports in excess of $200m of paper each financial year. In addition, the Company is the only fine paper
manufacturer in Australia. Being the only fine paper manufacturer in Australia means that all the Company’s domestic fine
papers competition comes from overseas. These factors collectively mean that the financial results of the Company are
highly sensitive to foreign exchange rates, in particular the AUD/USD rate. For much of 2012 and 2013 the high AUD/USD
had a material adverse effect on the profitability of the Company. However, since May of 2013 the AUD/USD has fallen to
levels that are more accommodative to an improvad profit outcome for the Company.

In estimating future profitability and confiming the carrying value of fixed assets, the Company has relied on expert foreign
exchange forecasts readily available in the public domain. In general these forecasts depict a materially lower AUD/USD
than was experienced in the first half of 2013.

The Company has atsc applied the follewing key assumptions/inputs to its recoverable amount analysis: (1) Board approved
cash flow forecasts, (2) Pre-tax discount rate of 10.1% and (3) EBITDA growth rate of 3%. These key assumptions/inputs
are re-assessed annually or when the recoverable analysis is performed.

Defined Benefit Superannuation Fund Obligations
Various actuarial assumptions are utilised in the determination of the Consclidated Entity's defined benefit superannuation
fund obligations. These assumptions are discussed in Note 1(7).

Environmental remeadiation

The Consolidated Entity assesses if it has any environmental remediation liabilities or contingent liabilities on an annual
basis. The assessment makes reference to both intemal and external (including government agency) reviews that are
conducted during the reporting period.

Carbon Impact
The estimated impact of the Australian Carbon Pricing Mechanism (CPM), which came into effect on 4 July 2012, has been
included in determining the Consolidated Entity's cash flow projections.

The CPM requires the Consolidated Entity to annually obtain and surrender emission units to cover the Consolidated Entity's
direct greenhouse gas emissions for the facilities in Australia (scope 1 emissions). The CPM increases the costs of
electricity (scope 2 direct emissions) and the cost of other goods and services {scope 3 indirect emissions).

The Australian Government has enacted programs to assist emissions-intensive trade exposed activities in the form of free
permits, including pulp and paper manufacturing. In Australia this will involve the allocation of free permits at the maximum
rate (94.5% in first year) with the assistance rate decreasing by 1.3% per annum.

In estimating the impact of CPM for impairment assessment purposes the Company has taken into account its liable entity
status, the assistance provided by the Government and the pass through of costs by suppliers.

Taxation

The Company's accounting policy for taxation requires management's judgement. Judgement is required in assessing
whether deferred tax assets and certain deferred tax liabilities are recognised on the statement of financial position. Deferred
tex assets arising from temporary differences, are recognised only where it is considered more likely than not that they will
be recovered, which is dependent on the generation of sufficient future taxable profits.

Assumptions about the generation of future taxable profits depend on management's estimates of future cash flows. These
depend on estimates of future production and sales volumes, operating ¢osts, capital expenditure, dividends and other
capital management transactions. Judgements are also required about the application of income tax legislation. These
judgements and assumptions are subject to risk and uncertainty, hence there is a possibility that changes in circumstances
will alter expectations, which may impact the amount of deferred tax assets and deferred tax liabilities recognised on the
statement of financial position and the amount of other tax losses and temporary differences not yet recognised. In such
circumstances, some or all of the carrying amounts of recognised defarred tax assets and liabilities may require adjustment,
resulting in a corresponding credit or charge to the statement of comprehensive income.
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Notes to the financial statements
Note 1. Accounting Policies (Continued)

{21} Emissions Trading Scheme

The Company is a participant in the Australian Carbon Pricing Mechanism (CPM), which came into effect on 1 July 2012.
Under the Australian Government's program to assist emissions-intensive trade exposed activities, the Company received
an allocation of free permits. The Company has accounted for the CPM under the net liability method.

Under the net liability methed, no liability is recognised until actual emissions exceed the number of free carbon units on
hand. If there are not enough units on hand to cover all emissions made to date, this portion of the liability is measured at
the fair value of acquiring units to settle the liability. A gain is recognised immaediately on the sale of free parmits.

(22) New Standards and Interpretations Not Yet Adopted
The accounting policies adopted are consistent with those of the previous year, with the exception of the following new and
amended Australian Accounting Standards and AASB Interpretations, which were adopted as of 1 January 2013:

AASB 9 Financial Instruments

AASB 10 Consolidated Financial Statements
AASB 12 Disclosure of Interests in Other Entities
AASB 13 Fair Value Measurement

AASB 119 Employee Benefits

The adoption of the above listed Standards or Interpretations has not had a significant impact on the financial statements or
performance of the Company.
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Paper Australia Pty Ltd
ABN 63 061 583 533

Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 2. Expenses
Employee benefits expenses
Salaries and wages 137,841 138,393 133,828 134,733
Superannuation 12,313 11,084 11,607 10,530
150,154 149,477 145,435 145,263
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 3. Cash and Cash Equivalents
Cash on hand and at bank 54,502 49,743 44,192 42,181
54,502 49,743 44,192 42,181
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 4. Trade and Other Recelvables
Trade and other receivables
Trade debtors 103,440 57,413 83,804 84,366
Provision for doubtiul debts (607) (1,684} {354) {1,462)
Nettrade debtors 102,833 95,729 83,450 82,905
Other debtors 2,199 4,051 999 2,568
Prepayments 4,122 8,545 3,741 9,264
Amounts owing from subsidiaries - - 26,020 14,606
109,154 108,326 114,210 109,343
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 5. Inventories
Raw materials and stores 63,819 68,080 63,819 68,080
Provision forimpairment losses {6,928) (6,407) {6,926) (6,407)
Net raw materials and stores 56,893 61,673 56,893 61,673
Work in progress 13,588 10,2314 13,588 10,231
Finished goods 113,330 97,224 88,560 80,303
Provigion forimpaiment losses {2,135) {2,565) {1,910) (2,273)
Net finished goods 111,195 94,659 86,650 78,030
Total inventories 181,686 166,563 157,141 149,934
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Notes to the financial statoments

Consolidated Company
2013 2012 2013 2012
$'000 $000 $'000 $'000
Note 6. Other Assets
Other assets - current 1,500 1,500 1,500 1,500
1,500 1,500 1,500 1,500
Other assets - non-current 3,118 3,118 3,118 3,118
Capital projects 1,986 2139 1,986 2,139
Surplus on defined benefit plan 10,043 1,580 10,043 1,580
15,147 6,837 15,147 6,837

Cther assets represent amounts receivable from third parties for the reimbursement of environmenta! remediation costs.

Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 7. Property, Plant and Equipment
Land:
» At cost 3,724 3724 3724 3,724
» Accumulated impairment losses (1,976) (1.978) (1,976) (1,976)
1,748 1,748 1,748 1,748
Land improvemants:
* At cost 16,636 16,608 16,8386 16,608
» Accumulated depreciation and impairment losses (10,614) (10,413) (10,614) (10,413)
6,022 6,185 6,022 6,195
Buildings:
* At cost 129918 129 544 129918 129,544
+ Accumulated depreciation and impairment losses (87,247) (95,831} (87,247) (95,831}
32,871 33,713 32,671 33,713
Plant and equipment:
« At cost 2,117,642 2,063,488 2,117,140 2,063,031
» Accumulated depreciation and impairment losses {1,654,002) (1,625,571} (1,653,530) (1,825,162}
463,640 437,917 463,610 437,869
Rnance lease assets:
+ Finance lease assets 2,300 2,271 2,300 2271
» Accumulated amortisation and impaiment losses (1,257) (1,302) (1,257) {1,302)
1,043 969 1,043 969
Total property, plant and equipment 505,124 480,542 505,094 480,494

Depreciation and amortisation expenses are $30.98 million (31 December 2012: $33.11 million) for the Consolidated Entity
and $30.97 million (31 December 2012: $33.06 million} for the Company for the year ended 31 December 2013.
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Notes to the financial statements

Consolidated Company
2013 2012 2013 2012
$'000 $'000 $000 $'000
Note 8. Intangible Assets
Computer software:
» At cost 82,857 82,473 82645 82,292
+ Accumulated amortisation (82,168) (82,041) {81,957) {81,860)
689 433 688 432
Cther intangibles:
« At cost 100 100 100 100
+ Accumulated amortisation (48) (28) (48) (28)
52 72 52 72
Total Intangibles assets ' 741 504 740 504
Consolldated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 9. Deferred Tax Assets
Deferred tax assets 51,526 62,608 51,118 62,221
51,526 62,608 51,118 62,221
Deferred tax assets comprise of the following:;
Provisions and employee benefits 14,943 15,251 14,631 14,979
Trading stock provision and valuation adjustments 2732 2,709 2651 2,604
Property, plant and equipment 36,864 44 648 36,849 44,638
Taxeffect on actuarial gains on defined benefit plans (3,013) - (3,013) -
51,526 62,608 51,118 62,221
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 10. Trade and Other Payables
Trade and other payables
Trade creditors 110,487 92,731 100,507 85474
Other creditors 24,514 12,732 35,585 21,863
135,001 105,463 136,102 107,337
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Notes to the financial statements

Consolidated Company
2013 2012 2013 2012
$000 $'000 $'000 $000
Note 11. Loans and Borrowings
Unsecured loans and borrowings - current
Bank loans 54,190 10,880 54,190 10,880
Cther loans 10,567 622 10,568 622
Loans from related parties 26,796 23,653 30,740 25663
Finance lease liabilities 110 434 110 434
91,663 35,689 95,606 37,699
Unsecured loans and borrowings - non current
Bank loans 47,938 68,688 47,938 68,688
Other loans 2,800 7.419 2,799 7,419
Finance lease liabilities 378 489 378 489
51,118 76,596 51,115 76,595
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 12. Income Tax Payable
Income tax 161 30 - -
161 30 - -
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 13. Employee Benefits
Employee benefits — cumrent 43,404 44,073 42,958 43,759
43,404 44,073 42,958 43,759
Employee benefits — non-current 1,630 831 1,068 345
1,630 831 1,068 345
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $000 $'000
Note 14. Provisions
Provisions - current
Other 4,450 3,083 3,308 3,083
4,450 3,083 3,308 3,083
Provisions — non-current
Other 4,558 5,900 5,700 5,900
4,558 5,900 5,700 5,900

The Company has provided $7.2 million for environmental remediation costs regarding fandfill works at the Maryvale mill.
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Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 15. lasued Capital
Issued and paid-up share capital
Balance at the beginning of the year 662,280 662,280 662,280 662,280
Total issued capitai 562,280 662,280 662,280 662,280

The Company has 3,208,084,653 ordinary shares issued as at 31 December 2013 (2012: 3,208,084,653 ordinary shares),

Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 16. Reserves
Cash flow hedge reserve
Balance at beginning of period (1,381) (242) (1,361) (242)
Netgains/{losses) from cash flow hedges (459) (1,119) (459) {1,119}
(1,820) (1,361) (1,820) {1,361}
Other reserve
Balance at beginning of period 18 (12) - -
Other adjustments - 30 - -
18 18 - -
Forelign currency translation resarve
Balance at start of period (8,817) (6,449) - -
Translation of overseas subsidiaries 3,243 (368) - -
(3,574) (6,817) - -
Total reserves (5,376) (8,160) (1,820) (1,361}
Consolidated Company
2013 2012 2013 2012
$000 $000 $'000 $'000
Note 17. Retained Profits
Balance at beginning of year (48,268} (30,780} (61,179) {38.465)
Net profit attributable to equity holders of
Paper Australia Pty Ltd (26,555} (20,302) (30,116) {25,654)
Dividends paid (22) (59) - -
Other adjustments (359) (67) - -
Actuarial gains on defined benefit plans 8,577 2,940 8,577 2,940
Tax effect on actuarial gains on defined benefit plans (3,013) - (3,013} -
(69,640} (48,268} (85,731} {61,179)
Consolidated Company
2013 2012 2013 2012
$'000 $'000 $'000 $'000
Note 18. Capital Expenditure Commitments
Capital expenditure contracted but not provided for:
Not later than one year 21,202 8,498 21,202 8,498
21,202 8,498 21,202 8,498
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Notes to the financial statements

Consolidated Company

2013 2012 2013 2012

$'000 $'000 $'000 $'000
Note 19. Auditors’ Remuneration
Amounts received or due and receivable for audit services by
+ Auditors of the Company 320 313 320 313
Amounts received or due and receivable for other senices by:
» Auditors ofthe Company 76 70 76 70

365 383 396 383

Note 20. Group Entities
Parent and ultimate controlling party
The ultimate controlling party of the Group is Nippon Paper Industries Co. Ltd, incorporated in Japan.

Country of Ownership interest

Significant subsidiaries incorporation 31 Decomber 31 December

2013 2012
Australian Paper Pty Lid Australia 100% 100%
Paper Products Marketing Pty Ltd Australia 100% 100%
Paper Products Marketing Taiwan Ltd Taiwan 80% 80%
Paper Products Marketing Hong Kong Ltd Hong Kong 100% 100%
Paper Products Marketing Singapore Pte Ltd Singapore 100% 100%
Paper Products Marketing USAInc USA 100% 100%
Josef Frohlen Papiergrosshandlung-Willi
Reddeman Import-Export GmbH Gemany 100% 100%

Note 21. Contingent Liabilities

(i} Environmental
The Company has possible future expenditure obligations for environmental remediation regarding various aspects at the
Maryvale mill. The potential liability based upon preliminary independent reports is $10.2 million (2012: $9.8 million).

(i} Guarantees

The Company has issued performance and financial guarantees to the value of $14,139,489 (2012; $14,394,471) to
unrelated parties as at 31 December 2013,

Note 22. Events after the Balance Sheet Date

On 9 February 2014, log piles and some mill infrastructure and electric cabling at the Maryvale mill were damaged by
hushfire. It is expected that the gross operating costs, cost of repairs and the loss of inventories will be less than $2 million
{pending finalisation of loss assessment). Approximately one full day a production was lost due to machine downtime. The
Company holds property and business interruption insurance for material losses caused by fire.
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Directors’ Declaration
In the opinion of the Directors of Paper Australia Pty Ltd (the ‘Company’):

{a) tha Company I3 not a reporting entity;

{b) the financial statements and notes, set out on pages 5 to 22, are in accondance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Company's and the Consolidated Entity's financial position as at 31 December 2013
and of their performance for the financial year ended on that date in sccordance with the basis of preparation
described in note 1; and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) to the extent
described in note 1, and the Corporations Regulations 2001;

{c) there are reasonable grounds to beliave that the Company will ba able to pay its debts as and when they become due
and payable.

Signed in accordance with a resolution of the Directors:

Y3 3@

Hirofumi Fujimori
Director

s

Peter Williams
Director

28 March 2014
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Independent Auditor's Report to the Members of Paper Australia Pty Ltd

We have audited the accompanying financial report, belng a special purpose financial report of Paper
Australia Pty Ltd, which comprises the consolidated statement of financial position as at 31 December
2013, the consolidated statement of comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, notes comprising a summary of
significant accounting policles and other explanatory information, and the directors' declaration of the
consolidated entity comprising the company and the entities it controlled at the year's end or from time
to time during the financial year.

Directors' responsibility for the financial report

The directors of the company are responsible for the preparation of the financial report and have
determined that the basis of preparation described In Note 1 to the financial report is appropriate to meet
the requirements of the Corporations Act 2001 and is appropriate to meet the needs of the members.

The directors’ responsibility also includes such internal controls as the directors determine are necessary
to enable the preparation of a financial report that is free from material misstatement, whether due to
fraud or error.

Auditor's responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We have conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtaln
reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures In
the financial report. The procedures selected depend on the auditor's judgment, Including the assessment
of the risks of material misstatement of the financial report, whether due to fraud or error. in making
those risk assessments, the auditor considers internal controls refevant to the entity's preparation of the
financial report that gives a true and fair view 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 controls. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial report.

We belleve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion,

Independence

In conducting our audit we have complied with the independence requirements of the Corporations Act
2001. We have given to the directors of the company a written Auditor's Independence Declaration.
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Opinion

In our opinion the financial report of Paper Australia Pty Ltd is in accordance with the Corporations Act
2001, including:

a. giving a true and fair view of the company’s and consolidated entity's financial positions as at 31
December 2013 and of their performance for the year ended on that date; and

b. complying with Australian Accounting Standards to the extent described in Note 1, and the
Corporations Regulations 2001.

Basis of accounting
Without modifying our opinion, we draw attention to Note 1 to the financial report, which describes the
basis of accounting. The financial report has been prepared for the purpose of fulfilling the directors’

financial reporting responsibilities under the Corporations Act 2001. As a result, the financial report may
not be suitable for another purpose.

gnw/ 7 /9-\}1\/

Ernst & Young

Jacob Gossan
Partner
Melbourne

28 March 2014
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