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uni istheﬂ

production and marketin
lity table covers, napkins, candles and

othertable setting products. Duni also
offers packaging and packaging systems to the
growing take-away market.

Almost 75% of Duni’s products are paper-based,
and these products are almost entirely produced
within the Group. Tissue for napkins and table
covers, is manufactured in Sweden, while Duni’
production of finished table setting products t';h
place in Germany and Poland.

Duni’s head office is located in Malmo and the
company has in total some 2,000 employe:
countries. The largest markets are in Central and
Northern Europe, but globally more than 40 mar-
kets are covered in Europe, the Middle East, Africa
and Asia.

The business is divided into three business areas:
Professional, covering sales to hotels, restaurants
and catering firms; Retail, primarily focusing on the
grocery retail trade; and Tissue, producing wet laid
and air laid tissue for table setting products and

hygiene products.
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The Year in Brief

Net sales for the split financial
year" 1July — 31 December increa-
sed by 4.7% to MSEK 2,091 (1,997),
compared with 1July —31 December,
2006. Net sales for the period
1January —31 December increased
by 5.9% to MSEK 3,985 (3,762).
Operating income for the split
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financial year increased to MSEK
242 (172). Operating income for the
period 1January - 31 December
increased to MSEK 394 (277).
Duni’s positive sales trend conti-
nued during the above periods, pri-
marily as regards the Professional
business area, but also for Retail.

Generally favorable market condi-
tions combined with shares captu-
red on a number of markets are the
primary driving forces behind the
continued growth.

The proposed dividend is SEK
1.80 (0) per share.

Key ratios

1Jul2007- 1Jan2007- 1Jul2006— 1Jan2006— 1Jul2005- 1Jan2005—
MSEK 31Dec 2007 31Dec2007 31Dec2006 31Dec2006 31Dec2005 31Dec 2005
Net sales 2091 3985 1997 3762 1997 3656
EBIT 242 394 172 277 165 119
EBITDA 288 484 213 360 206 202
Income before tax 165 196 28 1 36 -134
Netincome for the year 96 99 15 -11 -19 -137
Proposed dividend,
MSEK 85 0 0 0 0 0
Shareholders’ equity 1416 1416 838 838 816 816
Return on equity, % 6.78 6.99 1.79 -1.31 -2.33 -16.79
Average number
of employees, at
end of period 2001 2001 1999 1999 2112 2112

1) The annual report covers a split financial year for the period 1 July —31 December 2007. On 1 January 2008,
the company will revert to the calendar year. In order to provide a comprehensive view of Duni’s operations, in
many cases summarized figures are also reproduced for the past 12 months.



CEO’s Comments

On 14 November, Duni
was listed on the OMX
Nordic Exchange in
Stockholm. The IPO
aroused strong interest
among Swedish and
international investors,
despite volatile financial
markets.

A Focused and Growth-oriented Duni

2007 saw the completion of the concentration of our operations to
the profitable core business in Europe. Based on the efficient ope-
rating platform that we established during the same period, focus
is now placed on top-line growth for continued value creation.

A STRONG YEAR

2007Y will go down in history as one of Duni’s best years ever.
We succeeded in strengthening our positions on several markets
and a number of new products were introduced, especially
during the second half of the year. Sales during the year increased
by 5.9% and operating income rose by just over 20% (excluding
non-recurring expenses in 2006) to MSEK 394. At the same
time, the operating margin reached 9.9%, just short of our profi-
tability target of 10%. It is also worth noting that all business
areas reported improved results during the year, with the core
area, Professional, accounting for most of the improvement.

MARKET LEADER ON A GROWING MARKET
Duni operates on a market which is growing due to the fact
that meals are increasingly being eaten outside the home and
that linen napkins and table cloths are being replaced by pre-
mium quality tissue based products. Converting restaurants to
these types of solutions is a prime target for Duni, and a pro-
cess in which we get full benefit from our unique product
range.

Within the Professional business area, sales during the year
increased by 6.3%. First and foremost, we gained territory on
our growth markets in Southern and Eastern Europe, where



the sales organizations were strengthened. Generally speaking,
we grew on all of our major markets, with the highest rates of
growth being recorded in France, the Benelux countries and
the UK.

The development of our business within the rapidly gro-
wing take-away segment is continuing to pay off. This niche
has been successfully established in the Nordic region for seve-
ral years. In recent times, the Duni FoodSolutions concept has
been introduced on our main markets in Central Europe,
where we are growing rapidly.

The Retail and Tissue business areas also reported increased
sales during the year. Following the structural change that
took place on the Retail market some years ago with the strong
penetration of private labels, it is especially encouraging to
note the positive trend within the Retail area. The work to cre-
ate growth and increase profitability in the Retail area is based
on that Duni, together with the grocery retail trade, introdu-
ces a new approach to the table top products’ category. This
involves creating an offering for different types of consumers
and different user occasions. We realize that hard and long-
term work lies ahead of us, but we feel that we have embarked
on the right path when leading chains, such as ICA, adopt our
category approach and once again give the Duni brand a
dominant place on the shelves.

OUR SUCCESS FACTORS

Duni’s leading position has been built up thanks to hard work
with a clear direction over time. Compared with major com-
petitors, we have the advantage that table top products and
concepts are our core business. Our organization and invest-
ments are entirely focused on strengthening our position on
this market, which distinguishes us from these competitors
with their core business in other areas.

Our route-to-market, with the industry’s largest sales force,
which spends most of its time presenting and selling our com-
prehensive solutions to end users, is one of the absolutely most
important factors in our success. We place a product range that
is second to none in the hands of the sales force. Duni is the
trendsetter in the industry and I am proud and inspired every
time I hold our annual assortment guide in my hands.

This means that we must be the benchmark with regard to
new collections and product development. Major resources
are dedicated to this essential area. We have our own designers
and a strong team of product developers at our marketing
department who are engaged in creating new products. Our
objective is to significantly increase the share of total sales
represented by new products.

The high pace of new products and design puts pressure on
our supply of goods. Consequently, managing complexity and
securing an efficient supply chain represent an additional
important success factor for Duni.

With Duni, we also possess the strongest brand on the
market. We must protect and invest in this asset, which con-

stitutes a cornerstone in the creation of strong customer loy-
alty. All in all, Duni stands for added value for our customers
and consumers.

Naturally, our personnel and the corporate culture we
jointly represent are prerequisites for these success factors and
represent the spirit of the company. It is of utmost importance
for our competitiveness that we have skilled and motivated
employees. Thus, we spend time and resourses on fostering the
Duni spirit, including our core values, which implies that we
take ownership, have an open mind, have a will to win and
that everything we do shall add value.

PROSPECTS
Our business model functions well and we shall continue on
the path chosen in order to expand the business.

Organically, we will grow fastest in, primarily, Southern
and Eastern Europe. Within Duni FoodSolutions, growth will
be driven by the increasing proportion of take-away meals. A
continued strong investment in new collections and product
development, focusing on premium concepts, is an important
ingredient in supporting growth within both table top pro-
ducts and packaging solutions for take-away. We also keep our
eyes open for potential acquisitions, primarily on the prioriti-
zed markets on which we currently do not enjoy a leading
position.

Now that the major structural changes have been imple-
mented, increased efficiency is more a question of continuous
improvements. This is the case with respect to both produc-
tion and purchasing. As regards our traded goods, there is
potential to shift more purchasing towards low-cost countries,
which is a prioritized area.

During the restructuring process, we have also brought
together all support functions under one roof at our new head
office in Malmg and centralized the finance function at a
Group service center in Poland. The objective is to create a
Duni in which we coordinate and standardize everything
which generates economies of scale. This includes business
support and systems as well as product range and marketing.
We have already come quite far and, here too, it is now a ques-
tion of making continuous improvements.

Allin all, T believe that Duni is in an exciting phase with
great potential for creating value for its shareholders. Our suc-
cess inspires us to do more. The activity level is high and I see
good possibilities for continued profitable growth in 2008.

Malmé, March 2008

7 A

Fredrik von Oelreich
President and CEO

1) Duni’s 2007 financial year was a split financial year due to a refinancing undertaken by the company in
the first quarter. The first period was 1 January 2007 — 30 June 2007 and the second period 1 July 2007 —
31 December 2007. In these comments by the CEO, reference has been made to both periods jointly.
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3 Customer Markets

Duni’s customers consist primarily of restaurants, hotels and
catering firms as well as grocery retail trade and a number of

global manufacturers of hygiene products.

Duni’s sales are focused on table concepts, i.e. matching collec-
tions of table covers, napkins and candles. Duni also operates
within the growing take-away segment and offers packaging and
packaging systems for that segment. The business is primarily
focused on three customer segments, also respresenting Duni’s
business areas: Professional, Retail and Tissue.

Net sales per
business area 2007

Tissue 14% Professional 66%

Retail 20%

Dunidivides its operations into three business areas, Professional, Retail and Tissue,
which in 2007 accounted for 66%,20% and 14% respectively of Duni’s net sales.

PROFESSIONAL

Duni’s end customers are mainly restaurants, hotels and cate-
ring firms. Within these industries, there are hundreds of
thousands of customers in Europe, to whom Duni sells direc-
tly, through wholesalers, or at cash-and-carry stores where the
customers themselves collect and pay the goods.

Restaurants

The restaurant industry is very fragmented, but also some
chains exist in the market. These are sometimes operated,
entirely or partly, on a franchise basis with well-defined
business concepts.

There is a trend within the restaurant industry towards a
clearer segmentation, where the differences to a large extent rela-
tes to lifestyle, quality and price level. Restaurants with higher
quality and price levels account for the overwhelming majority
of purchases of Duni’s premium products, i.e. deep tone uni-
color or with multi-colored design.

Hotels

The hotel industry is less fragmented than the restaurant indus-

try. Hotel operations — usually with integrated restaurant opera-
tions —are often conducted in chains, many of which have cen-

tralized their purchasing. Hotels of a higher quality and price

level account for the overwhelming majority of purchases of
Duni’s premium products.

Catering

In addition to catering, the larger firms in the catering indus-
try also offer and operate commercial kitchens within both the
private and public sector. Within the areas of contract and
concession catering, the market is dominated by a small num-
ber of large companies with international operations. In addi-
tion, there are a very large number of smaller companies pri-
marily focused on less extensive undertakings.

RETAIL

Our customers are mainly grocery retail trade chains and single
stores, but also include chain stores within home furnishings
and other specialist stores.

Grocery retail trade

‘The European grocery retail trade is concentrated on a small
number of large companies in each country, such as Tesco (the
UK), Aldi (Germany), Carrefour (France), and ICA (Sweden).
The larger companies have centralized their purchasing and
some have joined together in international purchasing associa-
tions. During the 1990’s and at the beginning of the 2000’s, the
retail trade increased the share of private labels, at the expense of
branded goods. In recent years, however, there has been a return
to selling branded goods within the area of disposable table top
products.

Other

Other customers within Retail consist of pharmacies, various
specialty stores, garden centers and home furnishing chains.
An example of the latter is IKEA, which several years ago
diversified its product range to include, among other things,
table top products.

TISSUE

Most of Duni’s production of air laid tissue, commonly refer-
red to only as airlaid, is sold externally as an input material to
manufacturers of hygiene products for the consumer market.
Customers within this category are often global companies
with their own organizations for product development, manu-
facturing and distribution. Duni’s production of wet laid tis-
sue, commonly referred to as tissue is mainly used internally
and meets Duni’s own needs for the manufacturing of table
top products.



Duni’s product groups
consist of napkins and
table covers in different
materials, cand|es, ser-
ving products and
packaging solutions.



M Product Segments and Product Groups

Duni primarily operates on three product segments: disposable
table top products, food packaging and tissue. Duni has approx-
imately 4,500 articles, which are regularly replaced to suit cur-
rent trends and seasonal variations. Duni’s product segments
and product groups are presented in brief below.

PRODUCT SEGMENTS

Disposable table top products

Table top concepts consist of disposable table top products with
coordinated designs. Products include napkins, table covers, pla-
cemats, runners, plates, glasses, cups, cutlery and candles in mat-
ching colors and designs. Disposable table top products can be
divided into standard products, e.g. white, single-ply napkins,
and premium products which are of higher quality and often
with a deep tone color or with a color printed design.

Food packaging

Duni markets packaging solutions for take-away meals, as well
as storage of both hot and cold meals, and meals for heating
up. The segment also includes sealing machinery, trays and
sealing film. The meal packaging market is growing fast, dri-
ven by an increased demand for ready-to-eat and take-away
meals.

Tissue

Tissue is used as a raw material for further processing into vari-
ous tissue-based products. Tissue may be wet laid (tissue) or air
laid tissue (airlaid). Tissue is used for converting, i.e. the process
in which the material is cut, printed and embossed into various
table top products. The excellent absorption quality of airlaid
makes it particularly suitable as an input material for intimate
hygiene products, such as sanitary towels, and incontinence
protection products. Airlaid is also used for higher quality nap-
kins and table covers.

PRODUCT GROUPS

Napkins

Single and multi-ply napkins

Duni produces napkins with one to four plies. Airlaid is a pre-
mium material and airlaid napkins are always manufactured in
one ply. High-quality tissue napkins have at least three plies.

Different materials

Several different materials are used to produce napkins, but
they are mainly manufactured of tissue. High-quality napkins
are manufactured based on both airlaid (Dunilin®) and tissue
(the new Elegance). The napkin product group also includes

Sacchetto, a product in which napkin and cutlery are placed in
a purpose-made “pocket”. The Sacchetto napkin pocket is
available in different colors and in two sizes. Duniletto, a
Dunilin® napkin with a fold for cutlery, is a newcomer in the
product group.

Table covers

Different designs

'The table cover product category includes table covers in many
different sizes and variations, as well as runners, téte-a- téte (see
glossary) and placemats.

Different materials

Several different materials are used in the production of table
covers. These include Dunicel®, a robust material based on tissue
which resembles cotton and linen tablecloths in feel, and Duni-
silk®, a laminated material based on tissue which has been deve-
loped to protect tables and which can be wiped off after use.

Candles

In order to be able to offer candles that fit in with Duni’s collec-
tions, we often develop and design candles together with external
suppliers. The range includes antique candles, pillar candles and
tea lights, as well as “Mood candles” in various colors and sizes.

Serving products

To complete the concept, serving products are purchased mainly
from external suppliers. The range includes cutlery, cups, and
plastic glasses, as well as paper plates.

Packaging solutions

Within packaging solutions for take-away food, Duni deve-
lops and designs packaging together with external suppliers.
Our customers are also offered packaging designed in close
cooperation between Duni’s design department and the
customer, to suit the customer’s brand image. Within the
scope of DuniForm®, our customers are also offered packa-
ging with sealing solutions, consisting of various types of
machines, with corresponding trays and sealing films as well
as machinery service. At present, some 600 articles are available
in this category.
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M Strategy

Duni is the best known brand in the industry. Through its unique
sales model involving some 300,000 customer visits per year,

Duni creates strong customer loyalty.

MARKET LEADING POSITION AND BRANDS

With respect to the main products, napkins and table covers,
Duni has a market share in Europe of approximately 19%.
‘The Group’s position is particularly strong in the Nordic
region and Central Europe. There are few large companies on
the market and Duni’s sales are twice those of the nearest com-
petitor in the disposable napkins and table cover segments. As
apposed to most of its major competitors, Duni also enjoys a
strong position within the premium products segment, where
prices and margins are higher.

Duni is by far the best known brand on the market and the
brand is particularly strong among Duni’s most important custo-
mers: restaurants and hotels. Width and depth in the product
range also distinguishes Duni from its competitors.

Sales model

End customers
e.g. restaurants, hotels
and caterers

Feedback Direct sales Flexibility in relation
on trends, Wholesalers to customers, ability
changes in Cash & Carry to adapt quickly to

changes in demand,

the market, etc.
customer loyalty

T

Duni’s sales force
Continous dialogue, test
campaigns and other educational
and marketing activities

Product development,
feedback on product

range *

Entry barriers for
competitors

With Duni’s sales model, the sales work is focused both on end customers and
wholesalers, creating demand from end customers vis-a-vis the wholesalers.
The well-established sales model and established customer relations in
Duni’s main markets create a natural barrier to entry for competitors.

UNIQUE AND EFFICIENT SALES MODEL

Duni has a large sales force which each year makes approxima-
tely 300,000 customer visits, of which approximately 250,000
are on the restaurant, hotel and catering markets.

‘The model offers continuous dialogue with our customers
concerning the selection and use of Duni’s products. It creates
strong customer loyalty and is an important reason for Duni’s
high market penetration.

The close relationship with our customers is one of the
reasons why Duni is able to quickly identify signals and adapt its
range to new trends and changes in demand. The high market
share and the broad range, combined with the strong brand,
also explain Dunis ability to maintain attractive sales margins.

LEADER IN PRODUCT DEVELOPMENT, DESIGN

AND MATERIALS

Duni’s development of colors, designs and content in its pro-
duct range is an important component of the business model.
Duni’s marketing department uses a method based on the life-
cycle of the products, referred to as lifecycle management, to
systematically evaluate the company’s range within the table
top products’ category. This method entails evaluation based
on stock, sales and profitability criteria. New and existing pro-
ducts are evaluated using the same criteria.

'The work on changing and developing the product range,
as shown in Duni’s annual assortment guide, begins approx-
imately 14 months prior to the launch of the new assortment,
when overall targets and strategies are established.

Duni’s design department constantly monitors trends by
attending various trade fairs and shows on fashion, interior
design and current trends in Europe and the United States, as
well as through the use of external trend scouts. The Group
also carries out market surveys and operates focus groups in
order to obtain information regarding trends and feedback
regarding products. Duni’s sales force participates in the deve-
lopment work by passing on the customer’s wishes and views.

This provides Duni with the necessary input to meet the
various customer demands. The graphic design is carried out
partly by Duni’s own design department, but design is also
purchased and adapted to Duni’s needs, or ordered specifically
for Duni. After test production, the color and designs are deci-
ded approximately eight months prior to the product launch.
Marketing activities are also commenced at this time. The new
collection, together with the marketing material, is available
three to four months prior to launch so that it can be presen-
ted to important customers.



@ International distribution centers
@ Regional distribution centers

Production centers

Inrecent years, Duni has rationalized and restructured its operations and redu-
ced its costs. As part of the rationalization, the Company has centralized pro-
duction and, since 2001, reduced the number of production centers from12to 3.

For purchased articles, Duni use suppliers who can contribute,
in cooperation with Duni’s design department, to develop cre-
ative designs and solutions which fit in with the total collec-
tions.

Duni strives to maintain the highest product range renewal
rate on the market. Approximately one-third of sales are attri-
butable to newly-designed collections. Moreover, the target is
for approximately one-tenth of sales to be generated by pro-
ducts with new materials or solutions which are launched
during the three immediately preceding years.

Duni’s three most important recent product launches are
Elegance, Sacchetto and Téte-a- téte. The Group has also
developed several unique tissue and airlaid materials for table
top products, such as Dunicel®, Dunilin® and Dunisilk®.
Materials development within the table top products cate-
gory takes place in close cooperation between the marketing

department, Duni’s product developers within Tissue and
production responsibles for the converting.

CONTROL OVER VALUE CHAIN AND LOGISTICS

Duni is an integrated company and controls the entire value
chain, apart from raw materials, for its most important pro-
ducts: napkins and table covers. Other products are purchased
from external suppliers. Control of the value chain reduces
price risk, increases on-time deliveries and makes it possible to
plan renewal of design and materials.

Approximately 75% of Duni’s products are paper-based,
and these products are in general produced within the
Group. The manufacturing of tissue and airlaid takes place in
Sweden, while Duni’s converting to finished table top pro-
ducts takes place in Germany and Poland.

Duni’s paper mills are specialized in the production of
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deep-tone tissue in high-quality tissue and airlaid. As a con-
sequense, table top products can be offered in many colors
and shades with color matching between different materials.
The paper mills continuously develop new high-quality
materials, thereby enabling Duni to always remain at the
forefront of product development. Specialization on short
runs means that Duni can quickly adapt the collections to
the customers’ needs.

Approximately 70% of Duni’s production takes place for
stock, while the remaining share is produced based on customer
orders or according to contracts. Duni’s central warehouses in
Germany and a number of distribution centers handle distribu-
tion to customers. The 4,500 articles that are produced for stock
can be supplied to most of our customers within 24 hours and
to all customers in Europe within 48 hours.

EXPANSION ON NEW GROWTH MARKETS

Duni is established on a number of markets which offer
good possibilities for organic growth. In Southern and
Eastern Europe, with a population of approximately 240
million, Duni’s most profitable segment, accounts for only
one-third of the total market, as compared with Northern
Europe where the premium products account for almost
two-thirds of sales.

Southern Europe is the largest market region in Europe
and market growth is expected to exceed average annual GDP
growth by a wide margin during the period until 2010, driven
primarily by growth within premium products. In Eastern
Europe, average GDP growth is expected to exceed that in the
rest of Europe during the period up to 2010, and market
growth is expected to exceed average annual GDP growth
during the period by a wide margin.

Duni’s sales in Southern and Eastern Europe in 2007
reached MSEK 711, an increase of approximately 9.7% compa-
red with 2006.

GROWTH THROUGH ACQUISITIONS

Duni is the only major European company focusing prima-
rily on the table top market. Competitors consist of relati-
vely small, local companies, as well as a number of larger
paper and pulp companies. The market thus offers certain
opportunities for consolidation that, for example, allow
Duni to increase its presence in Southern and Eastern
Europe in the long term through acquisitions.

BUSINESS CONCEPT AND VISION

Mission

Duni shall enhance atmosphere and bring convenience to any
eating and drinking occasion by providing inspiring and inno-
vative products and concepts.

Vision
Duni shall be Europe’s leading supplier of premium table top
concepts and packaging solutions for take-away.

STRATEGY

In order to achieve the objectives (see the section entitled
Financial Targets), Duni has developed a strategy consisting
of three main components and a number of related strategic
initiatives.

Strengthen brand and customer relations

» Consistently continue with the implementation of the
unique sales model focusing on end-customers.

» Duni’s organization will be strengthened on the growth
markets.

» Strive to become sole supplier for table setting concepts,
primarily to leading wholesalers.

» The industry’s strongest brand with partnership agreements
with major customers, chains and distributors.

Product development

» Continued leadership in design, concepts and new materials.

» Accelerate product development based on knowledge of
customer needs, consumer insights and systematic idea
generation in order to markedly increase the percentage of
sales represented by new products.

Integration and product supply

» Consolidate the cost-efficient business model.

» Vertical integration within tissue in order to ensure leader-
ship and cost efficiency.

» Strengthen global purchasing expertise and create product
development cooperations.

STRATEGIC FOCUS
Duni’s strategic focus within each business area:

Professional

» Leader within the premium segment.

» Growth in Southern and Eastern Europe as well as the UK.

» Benefit from increased demand in take-away and grow
within Duni FoodSolutions.

Retail

» Create increased profitability by focusing on the brand and
optimizing the category together with the grocery retail
trade from a customer and consumer perspective.

» Private label only as a complement to Duni’s own brands.

Tissue

» Focus on product development in order to win new custo-
mers within the intimate hygiene area.

» Increase external sales of tissue within the premium segment.



Duni is continuously
developing its product
range. Approximately

25% of the collection is
renewed each year.



DUNI ANNUAL REPORT 2007

» Market Size and Growth

Duni is the largest European company focusing on disposable
table top products. Southern and Eastern Europe account for

the largest percentage growth.

‘The European market for disposable table top products amounts
to approximately EUR 3,250 M, divided into napkins (approx-
imately EUR 1,250 M), table covers (approx, EUR 250 M),
candles (approximately EUR 1,350 M) and food service pro-
ducts such as plastic cutlery and plastic glasses (approximately
EUR 450 M). Approximately two-thirds of the European market
for disposable table top products relates to the Professional custo-
mer segment.!) The European market for packaging solutions for
ready-to-eat meals amounts to approximately EUR 800 M.
Napkins and disposable table top products can be divided
into standard and premium products, with the latter being pro-
duced in at least three-ply tissue, or airlaid. Standard products
account for approximately 45% of the total estimated sales on
the European market, while premium products account for
approximately 55%. The relationship between standard and pre-
mium products varies, however, between different regions in
Europe. In Northern and Central Europe, premium products
account for a higher share than in Southern and Eastern Europe.

The European market for tissue napkins and table covers?)
Germany, Austria and Switzerland

Population (millions) 98

Market size (EUR millions) 475

Growth (CAGR) in % 2000-2005 3.3 *
Market volume (thousand tons) 121 “"
Share of premium products 2/3

Germany, Austria and Switzerland together comprise the
second largest market region for tissue napkins and table
covers in Europe (EUR 475 M), with premium products
accounting for approximately two-thirds of the market. The
premium products’ market share is largely thanks to manufac-
turers’ dedicated sales work as well as historically strong eco-
nomic growth. Average annual growth within tissue napkins
and table covers in the region during the period 2000-2005
was 3.3%, as compared with the region’s average annual GDP

The UK, Belgium, the Netherlands and Luxembourg

Population (millions) 87

Market size (EUR millions) 250

Growth (CAGR) in % 2000-2005 2.7 -

Market volume (thousand tons) 80 4?
Share of premium products 2/3

growth of 2.1% during the same period.

The UK and the Benelux countries together constitute the
third largest market region for paper napkins and table covers
in Europe (EUR 250 M). As in Germany, Austria and Switzer-
land, premium products account for approximately two-thirds
of the total market. Average annual growth within tissue nap-
kins and table covers in the region during the period 2000-
2005 was 2.7%, as compared with the region’s average annual
GDP growth of 3.6% during the same period.

Sweden, Norway, Finland and Denmark

Population (millions) 24 -
Market size (EUR millions) 125 l
Growth (CAGR) in % 2000-2005 4.8

Market volume (thousand tons) 31

Share of premium products 2/3

‘The market for tissue napkins and table covers in the Nordic
region (Sweden, Norway, Finland and Denmark) amounts to
approximately EUR 125 M. Premium products account for
approximately two-thirds of the Nordic market. Average
annual growth within paper napkins and table covers in the
region during the period 2000-2005 was 4.8%, as compared
with the region’s average annual GDP growth of 4.4% during
the same period.

Italy, France, Spain, Portugal and Greece

Population (millions) 166

Market size (EUR millions) 540 '

Growth (CAGR) in % 2000—-2005 4.0

Market volume (thousand tons) 236 ,' (’
Share of premium products 1/3

Italy is the single largest market for tissue napkins and table
covers in Europe. In addition, Southern Europe (Italy, France,
Spain, Portugal and Greece) is the largest market region in
Europe (EUR 540 M). In Southern Europe, premium pro-
ducts account for approximately one-third of the total market.

‘The market’s size is explained by the volume within stan-
dard products. Average annual growth within tissue napkins
and table covers in the region during the period 2000-2005
was 4.0%, as compared with the region’s average annual GDP
growth of 4.5% during the same period.

1) Duni’s assessment regarding the size of the market and breakdown between different products and customer
markets is based on information from Euromonitor and B Kay-Tissue, as well as industry knowledge.
2) In Duni’s estimation, the European market for tissue napkins and table covers is representative also as regards

other products in Duni’s range.



Poland, Hungary, Czech Republic, Slovakia, Slovenia,
Estonia, Latvia and Lithuania

Population (millions) 74 -y
Market size (EUR millions) 70 g
Growth (CAGR) in % 2000-2005 6.7 .
Market volume (thousand tons) 33 - ﬁ

o
Share of premium products 1/3

‘The market for tissue napkins and table covers in Eastern
Europe (Poland, Hungary, Czech Republic, Slovakia, Slove-
nia, Estonia, Latvia and Lithuania) amounts to approximately
EUR 70 M. In Eastern Europe, premium products account
for approximately one-third of the total market. Average
annual growth within tissue napkins and table covers in the
region during the period 2000-2005 was 6.7%, as compared
with the region’s average annual GDP growth of 8.8% during
the same period.

For the market as a whole, average annual growth within
tissue napkins is expected to exceed the average annual GDP
growth by a wide margin in the coming years, primarily dri-
ven by growth within premium products.

MAJOR COMPETITORS
'The European market for disposable table top products is very

fragmented. Duni is the largest European actor focusing on
disposable table top products. Duni’s main competitors within
the Professional and Retail sectors are large pulp and paper
companies, such as SCA, Georgia—Paciﬁc, Kartogroup, Kim-
berly-Clark and Metsi Tissue, with disposable table top pro-
ducts representing only a small part of their product portfolio.
In addition, there are a large number of smaller regional and
local companies. In central Europe, mention may be made of
Papstar, Benders, Swan and Mank; in the Nordic region, of
Papstar, Celest and Fiblon; and in Southern and Eastern
Europe, of Garcia de Pou, Paloma, Renova, Okay, CGMP and
Fato. Within Retail, Duni also encounters competition from
the retailers’ private labels.

Within the Tissue sector, competition consists of large pulp
and paper companies, some of which, e.g. SCA, Georgia-Pacific,
Kartogroup, Kimberly-Clark and Metsi Tissue, are active on the
disposable table top market. In addition, there are a large number
of smaller, specialized companies, such as Buckeye, Concert,
McAirlaid, LPC and Fiberweb.

'The European market for packaging solutions for take-away is
also very fragmented. The largest companies include Feerch,
Comatec, Huhtamiki and Sabert.
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» Market Trends

Demand for Duni’s products is affected by various trends, e.g.
people are increasingly eating their meals outside the home
and replacing linen with paper based products.

INCREASED SHARE OF MEALS TAKEN OUTSIDE THE HOME
'The trend of an increasing number of meals being taken outside
the home is expected to continue, among other things based on
an expected raise of single households, continued urbanization
and an anticipated increase in the proportion of people
employed. More meals outside the home means increasing
demand for products which enhance comfort and atmosphere
in conjunction with restaurant visits, for example napkins and
table covers.

SUBSTITUTION OF LINEN NAPKINS AND TABLE CLOTHS
Sales of linen napkins and tablecloths declined on average by
6% per year during the period 2003 to 2005. Premium tis-
sue napkins and table covers are one of the main alternatives
to linen.

Demand for linen table top products is affected by the fact
that the restaurant industry in Europe is, to an ever increasing
extent, using concepts to attract customers and increase sales.
‘The use of concepts, entailing that the food and drink offering
is matched by table setting and decorations, for example at
Christmas, Easter, October festivals and wine harvests, is in
practice conditional on the availability of disposable table top
products which can be purchased without major investments.
The declining market for linen napkins and tablecloths can
also be explained by the cost and time required for the launde-
ring and other handling of linen, and the fact that disposable
table covers and napkins are more hygienic.

INCREASED DEMAND FOR TAKE-AWAY

The number of take-away meals is increasing, driven in part by
the same factors as for meals taken outside the home, i.e. an
increase in the percentage of single households, continued urba-
nization and an increase in the proportion of people employed.
Take-away accounts for an increased share of restaurant sales.!)
In addition, grocery stores are selling take-away meals to an ever
increasing degree. Consumption of take-away meals (excluding
frozen, conserved and freeze-dried food) in Western Europe
increased on average by over 6.5% annually during the period
2000-2005. Duni estimates that increased demand for prepared

1) Source: Crest, Datamonitor.
2) Source: AC Nielsen, Duni’'s management.
3) Source: Euromonitor, Eurostat.

food and take-away will lead to a corresponding growth in the
market for take-away packaging, on which Duni operates.

INCREASE OF TABLE TOP BRANDED GOODS WITHIN THE
GROCERY RETAIL TRADE

During the 1990’s and at the beginning of the 2000’s, the
sales of private labels within the grocery retail trade increased
at the expense of branded goods. In the disposable table top
products sector, this trend resulted in simpler products such
as low-grade, uni-color napkins. The trend led to a reduction
in total retail sales in the table top products category. At the
same time, the non-food category has become increasingly
important for the retail sector.?) In order to reverse the trend,
certain grocery retail chains have recently increased the share
of branded goods within disposable table top products at the
expense of their own private labels.

STABLE UNDERLYING MARKETS

Demand for Duni’s products is affected by trends in the restau-
rant, hotel and catering industries, as well as in retail trade.
Over the past five years, the European restaurant industry has
demonstrated sales growth of 2.8% per year and sales growth is
expected to continue at the same pace.? This is largely driven
by increased disposable income, which itself is a result of eco-
nomic growth. Over the past five years, average European GDP
growth has been 2-3% per year and GDP growth is expected to
continue at the same pace. In Eastern Europe, GDP is expected
to be significantly higher than in the rest of Europe.

Germany, which is Duni’s single largest market, has expe-
rienced several years of weak economic growth and weak
demand in the restaurant, hotel and catering industries. Since
2006, the German economy has recovered and the GDP has
grown at a rate of 4% and the restaurant industry has under-
gone a transition from decline to growth. During the period of
weak economic growth in Germany, Duni succeeded in
expanding at a faster rate than Germany’s GDP. In Sweden,
the restaurant, hotel and catering markets have grown on aver-
age by 2% per year over the past five years and growth in 2006
exceeded 6%.
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M Most sales in the Professional business area

take place via wholesalers and cash-and-carries
to more than 200,000 end-customers.

The Professional business area offers restaurants, hotels and
catering companies a wide range of table top products, nor-
mally brought together in a complete table setting concept
consisting of napkins, table covers and other products in mat-
ching colors and designs. Duni’s high-quality products, com-
bined with the continuous renewal and adaptation of the pro-
duct range for which the company’s own design department is
responsible, provide the sales force with the possibility to offer
customers a broad spectrum of table setting concepts adapted
to different types of current trends, holidays or campaigns or
the customer’s own profile. Approximately 90% of sales to res-
taurants, hotels and catering firms take place via wholesalers
and cash-and-carries.

Within the Professional business area, the public sector,
retail trade, and restaurants are also offered packaging for
take-away meals as well as sealing machinery for one part of
the range (DuniForm®). Food packages are designed or stan-
dardized and are available in different designs and sizes adap-
ted to many different types of food.

EVENTS DURING 2007

Net sales increased by 6.6% to MSEK 1,380 (1,295) for the
period 1 July — 31 December and by 6.3% to MSEK 2,641
(2,485) for the period 1 January — 31 December. Operating
income increased to MSEK 202 (146) for the period

1 July — 31 December and to MSEK 341 (255) for the period
1 January — 31 December. The operating margin was 14.6%
(11.3%) and 12.9% (10.3%) respectively. The increase in
operating income is explained primarily by increased volumes
combined with price increases.

The markets in Southern and Eastern Europe demonstra-
ted very strong growth. Sales growth was also strong on the
important markets of Benelux and the UK, while the more
mature markets in the Nordic region and Germany grew at a
more modest rate. It is worth noting that VAT in Germany
was increased to 19% on 1 January 2007 and that sales in
2006 were boosted by the Football World Cup. In Germany,
sales in the take-away segment continued to perform strongly.
Among other things, an agreement was reached with the fast-
growing Vapiano restaurant chain, for which a unique take-
away range has been developed.

In Benelux, continued successes were achieved with pre-
mium products such as Sachetto and Téte-a- téte. On the
market in the UK, Duni has gained market shares, primarily
within the premium segment, and both regionally and natio-

nally thanks to closer distribution cooperation activities, for
example with Brakes Ltd.

Growth in Eastern Europe was driven by a fast growing
market combined with success for Duni’s unique sales model
and strong product portfolio. An expanded cooperation with
Metro Cash & Carry to also cover the Czech Republic and
Russia contributed to the increased sales during the final
quarter of the year. This illustrates how Dunf’s status as a prio-
ritized supplier to Metro in Germany since 1996 is providing
support for growth on new markets. In Southern Europe, it
was primarily in France and Italy that sales continued to deve-
lop very positively. The Spanish sales company underwent
certain reorganization during the year and the existing logis-
tics solution was overhauled in order to create conditions for
improved profitability and goods supply.

Seen in total for the business area, table top products
accounted for approximately 90.2% of net sales, while food
packaging accounted for the remainder, approximately 9.8%.

Central Europe accounted for MSEK 1,538 (58%) of net
sales. The Nordic region accounted for MSEK 673 (25%) of
net sales. Southern and Eastern Europe accounted for MSEK
412 (16%). Other markets accounted for MSEK 18 (1%).

MARKETING, SALES AND CUSTOMERS

Duni’s sales model is developed around, and is conditional on,
a relatively large sales organization which devotes most of its
time to marketing a wide range of products to end-users.
Parallel with sales visits at end-customers, marketing and sales
in the Professional business area are also focused on whole-
salers and cash-and-carries. This distinguishes the Group from
its competitors, whose sales work takes place with small sales
organizations and is primarily focused on wholesalers and
cash-and-carries.

The sales model was developed and introduced originally in
Germany in the 1980’s and has thereafter been further develo-
ped. The model has contributed significantly to Duni’s strong
position in Central Europe. The Group is presently engaged in
the continued introduction of this sales approach in the UK as
well as in Southern and Eastern Europe.

The sales force in the Professional business area, which on
31 December 2007 equaled approximately 257 full-time posi-
tions, makes a total of approximately 250,000 customer visits
each year. Although approximately 90% of Duni’s sales in the
Professional business area take place to wholesalers and cash-
and-carries, approximately one-half of customer visits take
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place to the end-customers, registered in Duni’s customer data-
base. This allows the sales force to directly show and present to
the end-customer the advantages of Duni’s table top products
and how they can create value.

Examples of advantages with Duni’s products:

» full flexibility — possibility to adapt the table setting to cur-
rent trends, various celebrations, campaigns or the
customer’s own profile without significant investments;

» high quality and hygienic solutions;

» matching table setting concepts in many different colors
and designs;

» reduced time spent on folding napkins and re-setting tables
provides the possibility to serve more guests;

» lower laundry and personnel expenses;

» no lock-ups through multi-year investments or long-term
rental contracts for linen products.

Duni actively follows up the approximately 100,000 end-
customers registered in its database, but believes that the
Group in total reaches significantly more than 200,000 custo-
mers in the Professional business area. End-customers in the
Professional business area include major hotel chains such as
Hilton, Accor and Kempinski.

Wholesalers have become increasingly important for Duni
since, in recent years, they have accounted for approximately
50% of sales in the Professional business area. In order to
further strengthen the relationship with wholesalers, Duni
trains the wholesalers’ sales staff in the selling of table setting
concepts. By taking orders directly from end-customers and
passing on these orders to the wholesalers, an attractive, mutu-
ally beneficial partnership is created between Duni and the
wholesalers. Cash-and-carries accounted for approximately
40% of sales in 2007. The customers in this channel are hand-
led centrally by key account management. Sales staff also assist
cash-and-carries with shelf planning and merchandizing.

Marketing also takes place through participation at vari-
ous national and local trade fairs. Apart from Duni’s annual
assortment guides, customers are also provided with seasonal

1) Source: CHD, market survey, Germany 2006.

brochures covering the entire product range. To a certain
extent, marketing also takes place through advertising in the
wholesalers” trade magazines and flyers. Dunf’s sales force also
passes on the customers’ wishes and views to Duni’s design
and marketing departments — this is an important source of
ideas for product development.

'The sales force in the Professional business area also markets
and sells parts of Duni’s range within packaging solutions for
take-away. Since sales of packaging systems require specific
know-how, Duni has specially trained sales staff focusing exclu-
sively on DuniForm®. The sales force for DuniForm® offers the
customers, among other things, test periods which enable the
customer to try out the DuniForm® concept during a limited
period of time. This sales force is currently being expanded.

In the Nordic region, packaging systems are sold directly to
end-customers, while end-customers in other regions are covered
via wholesalers. Duni has also initiated relations with certain
cash-and-carries regarding Duni’s packaging products for take-
away. Packaging solutions within the prepared meals area are
sold primarily to the public sector, the retail sector and restau-
rants offering take-away.

BRAND POSITIONING

It is the Group’s view that Duni is the strongest brand on the
European market for tissue napkins and table covers. In Ger-
many, Duni’s single most important market, 76% of the custo-
mers mention Duni when asked which napkins they use, com-
pared with 25% for the closest competitor. This gives Duni a
strong position among wholesalers and cash-and-carries, since
many customers specifically ask for Duni’s products. This also
creates entry barriers for competitors with weaker brands. The
brand also creates a strong customer loyalty, which is very
important since Duni has succeeded in positioning the com-
pany and its brands within the premium segment. Duni is stri-
ving to further strengthening its brands through a clear positio-
ning between the brands. Duni is used as a main brand, while
the company’s other brands such as Dunicel®, Dunilin®, and
Dunisilk® represent a certain quality, style and price level and
are separated through clear packaging design.



Many customers specifi-
cally ask for Duni’s pro-
ducts, which creates a very
strong position among
wholesalers and cash-
and-carries.
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Retail Business Area

Net sales per Net sales per
geographic region 2007 product group 2007
Southern and Central Serving Napkins 43%
Eastern Europe 1% Europe 78% products 17%

Candles 3%

Table covers 21%

Nordic region 21% Other 16%
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M Within the Retail business area, Duni focuses on
close cooperation with key customers, aimed at
creating profitable category growth.

Within the Retail area, Duni offers a wide product range of
table top products which is largely the same as the Professional
range, but in certain respects is adapted to take into account
the customers’ specific needs and conditions, and with diffe-
rent packaging design. The Professional and Retail business
areas share resources in terms of production, design, product
development and evaluation of the product range.

The Retail range also includes hygienic wipes in tissue and
gift wrapping paper. Within the Retail business area, Duni
also delivers products which are sold under the customer’s own
brand (private labels).

EVENTS IN 2007

During the half'year 1 July — 31 December, net sales declined by
0.5% to MSEK 441 (443), while for the period 1 January —

31 December net sales increased by 4.2% to MSEK 800 (768).
Operating income increased to MSEK 14 (1) for the period

1 July — 31 December and to MSEK 4 (-18) for the period

1 January — 31 December. The operating margin was 3.2%
(0.2%). The increase in operating income is explained primarily
by sound cost control, increased productivity and volume
growth for the full year.

Generally speaking, the proportion of premium pro-
ducts sold in stores has increased at the same time as the
overall volume at existing customers has grown. The success
is due primarily to a systematic work method for creating
category growth based on identifying customer needs,
together with investments in improved shelf optimization
in stores ("category management”). The trend has been par-
ticularly positive in Germany and the Nordic region, where
the proportion of Duni products compared with private
labels has increased, at the same time as total sales have
increased. In Norway, too, the cooperation with Coop has
resulted in increased sales of products under the Duni
brand. On the other hand, the UK continues to represent a
challenge in light of the hard competition and a high share
of private labels. This has led to a reorganization of the sales
force, termination of unprofitable contracts and efforts are
now being made to increase the sale of premium products,
primarily under the Duni brand.

On 17 September 2007, Duni and ICA publicized that
the companies were entering into a cooperation. ICA has
approved approximately 13 articles under Duni’s brand for
central listing at ICA, with the listing of an additional
approximately 15 articles commencing February 2008. In
addition, sales to IKEA during the year have been strong

thanks to deliveries of napkins to more markets than last
year and new, seasonal-based promotional activities.

Of net sales within the Retail area, Central Europe
accounted for MSEK 621 (78%), the Nordic region for
MSEK 168 (21%) and Southern and Eastern Europe for
MSEK 11 (1%).

MARKETING, SALES AND CUSTOMERS

Marketing and sales within Retail are based on key account
management which, among other things, means that parti-
cularly important customers — primarily grocery retail

chains — have their own key account manager at Duni, each
of whom is responsible for five to ten customers. In addition
to key account management, there is also a sales force in each
region which spends a large part of its time visiting the indi-
vidual customers.

The sales force within the Retail area makes approximately
43,000 customer visits annually. A central feature of Duni’s
sales strategy consists of merchandising, whereby Duni assists
the customer in building, sorting and filling the shelves and
handling sales campaigns and offers. Merchandising personnel
include both in-house staff and external sales staff who are
hired by Duni on a consulting basis. In addition to the retail
trade, sales take place to pharmacies, chain stores in the home
furnishings sector as well as various specialist stores and garde-
ning centers. Sales to grocery retail chains and hypermarkets
in 2007 accounted for approximately 70% of sales within the
Retail area. Approximately 68% of net sales for the year con-
sisted of Duni’s brand, with private labels accounting for the
remaining one-third.

In order to create growth within the Retail area, Duni
works together with the retail trade to optimize sales in the
product category. Based on various needs and uses, individual
products are brought together into a concept, at the same time
as the category is segmented based on the user occasions in
order to make purchasing decisions easier. This optimization
process also includes replacing private labels with branded
goods and increasing the share of premium products based on
a comprehensive view of product range, price strategies as well
as shelf planning.

Assortment guides and seasonal brochures are key tools for
Duni’s marketing within the Retail area. Marketing also takes
place through, among other things, campaigns and communi-
cation to consumers via the Internet and PR, participation at
trade fairs, and advertisements in the trade magazines and pro-
duct sheets.
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M The Tissue business area produces high-quality
tissue and airlaid for the manufacturing of table
top products. 50% of the production is sold to

external customers.

The core of the Tissue business area consists of Duni’s paper
mills in Dals Langed and Skapafors in Dalsland, Sweden.
The paper mills are relatively small and specialized, focusing
on the production and deep dyeing of high-quality wet laid
tissue (referred to as tissue) and air laid tissue (referred to as
airlaid). Approximately 50% of the total production of tis-
sue and airlaid is further processed within Duni, while the
remainder is sold to external customers.

EVENTS IN 2007

External sales within Tissue increased by 4.2% to MSEK 270
(259) for the period 1 July — 31 December and by 7.1% to
MSEK 544 (508) for the period 1 January — 31 December.
Operating income increased to MSEK 26 (25) for the period
1 July — 31 December and to MSEK 49 (40) for the period

1 January — 31 December. The operating margin was 9.6%
(4.9%) and 9% (7.9%) respectively. In 2007, Tissue benefited
from lower energy costs, primarily during the first half of the
year. The situation was the reverse regarding pulp purchases,
with prices increasing significantly during 2007.

With regard to external sales, demand for airlaid remained
strong. The product development work intensified during the
year in order to create conditions for additional growth going
forward. In addition, cost reductions have continued through
improved processes and new investments. Furthermore, addi-
tional savings have been made regarding energy and successful
work has also been carried out in procurement. Volume
increases combined with cost savings have been the main con-
tributors to the increased profit within Tissue.

PRODUCTS AND PRODUCT DEVELOPMENT
Duni’s production of tissue meets most of Duni’s own
needs for the manufacture of table top products. Tissue is

produced in different qualities and processed into various
materials, such as Dunicel® and Dunisilk®. Dunicel® is a
robust material which is suitable for the production of table
covers and has a feel which resembles cotton and linen
tablecloths. Dunisilk® is a material which is used for table
covers and has been produced to protect the table and can
be wiped off after use.

The production of airlaid is partially used to fully meet
Duni’s own needs for the production of table top products.
Dunilin®, a material which offers good absorption quality
combined with a soft finish, is produced for table top pro-
ducts. Most of the production of airlaid is, however, sold to
external customers. The very good absorption quality of air-
laid makes it particularly suitable as an input material for
various types of intimate hygiene products, such as sanitary
pads and incontinence protection products. Duni works clo-
sely with its customers in the development of airlaid for inti-
mate hygiene products and the material is manufactured
according to the customer’s specifications.

CUSTOMERS AND SALES

Duni has a number of external customers within tissue and
airlaid for table top products, but in this product category
most of the production is used to meet the Group’s own
needs.

Within the airlaid product category for intimate hygiene
products, however, the entire production is sold externally
as an input material to a small number of manufacturers of
sanitary pads and incontinence protection products. Sales to
external customers take place focusing on key customers.
Customer relations are long term and based on close co-
operation between Duni and the customers, who usually
also participate in the product development work.
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Financial Targets

GROWTH

Dunf’s target is an annual organic growth in sales in excess of
5% per year over a business cycle. In addition to this, Duni
will consider acquisitions in order to reach new growth mar-
kets or strengthen its position on existing markets.

PROFITABILITY

Profitability within all business areas is to be enhanced through
sales growth, continued focus on premium products and conti-
nued improvements within purchasing and production. The
target is that Duni’s operating margin shall be 10% or more.

DIVIDEND POLICY

'The Board of Directors intends that, in the long term, dividends
shall amount to at least 40% of income after tax. In limited
companies, decisions regarding dividends are taken by the
annual general meeting and, normally (other than in certain
special cases) based on proposals from, or following approval by,
the Board of Directors. When the board decides whether to pro-
pose the payment of a dividend and when establishing the
amount, the board must take into consideration the legal re-
strictions set forth in the Swedish Companies Act, as well as any
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contractual restrictions on what may be distributed to the share-
holders or from subsidiaries to the Parent Company. The Board
of Directors must take into consideration the company’s finan-
cial position, operating results, capital requirements and other
factors that the board considers relevant. No guarantees can be
provided that a decision regarding dividends will be proposed or
that a decision will be taken for a particular year.
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The Share

PERFORMANCE AND TURNOVER

Duni was listed on the OMX Nordic Exchange in Stockholm
on 14 November 2007 in the Midcap, Consumer Discretio-
nary list with the ticker name "DUNI” and the ISIN code
SE0000616716. The final share price was set at SEK 50 per
share, equal to a market capitalization for Duni of SEK 2.35
billion.

The price of Duni’s shares decreased by 1 percentup to 31
December, entailing a market capitalization of SEK 2.33 billion at
the end of 2007. During the period, the share price varied between
ahigh of SEK 51 on 14 November and a low of SEK 45.10 on 23
November. Earnings per share for the period were SEK 2.04.

During the period 14 November to 31 December, 10 million
Duni shares changed hands, valued at MSEK 497.

NUMBER OF SHARES AND SHARE CAPITAL
On 31 December 2007, Duni AB (publ) had 46,999,032 out-
standing shares.

Each share entitles the holder to one vote and to an equal

share in the company’s assets and earnings. The quotient value
is SEK 1.25 and the share capital is SEK 58,748,790.

DIVIDEND POLICY AND DIVIDENDS

The Board of Directors intends that, in the long term, divi-
dends shall amount to at least 40% of income after tax.
However, when deciding whether to propose any dividend,
consideration shall be given to Duni’s possibilities for expan-
sion, the need to strengthen the balance sheet, liquidity as
well as financial position in general. The Board of Directors
proposes to the annual general meeting that a dividend be
paid of SEK 1.80 per share for the 2007 financial year.

External analyses are published by:

SEB Enskilda, Daniel Schmidt

ABG Sundal Collier, Mattias Karlkjell
Handelsbanken Capital Markets, Andreas Lundberg

More information about the Duni share is available on
www.duni.com

Shareholder structure 31 Dec 2007

Number of Number of % of
shareholders shares shares
1-500 2569 702307 1.49
501 -2 000 1280 1174 244 2.50
2001-10000 189 767 193 1.63
10001 —50 000 33 703 847 1.50
50 001 - 100 000 18 1239460 2.64
100001 — 36 42411981 90.24
Total 4125 46 999 032 100.00
Data per share
Amount, SEK 31 Dec 2007
No. of shares at end of period (‘000) 46 999
Average no. of shares before dilution
for continuing operations (‘000) 46 999
Average no. of shares after dilution
for continuing operations (‘000) 46 999
Price on 31 December 49.50
Earnings per share before dilution 2.36
— of which continuing operations 2.04
Earnings per share after dilution 2.36
— of which continuing operations 2.04
Equity per share 30.14
P/E ratio 20.97
Shareholders 31 Dec 2007
No. of shares %
Duni Holding AB, EQT 18 258 644 38.85
Mellby Gard Investerings AB 10404 500 22.14
SEB Investment Management 2669755 5.68
Cominvest 1155184 2.46
SEB Copenhagen 1022089 217
SSB CL Omnibus AC 1003273 213
JP Morgan Chase Bank 895400 1.91
Bank of New York 723514 1.54
Livforsakringsaktiebolaget 656 000 1.40
Clearstream Banking SA 600 400 1.28
Total of 10 largest shareholders
—in terms of holding 37 388 759 79.55
Other shareholders 9610273 20.45
Total 46 999 032 100.00
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The Environment

The environment and environmental issues constitute an inte-
gral part of Duni’s business operations. Thus, there is a close
connection between Duni’s ongoing ambition to improve the
business’s environmental performance and Duni’s commercial
development. Duni focuses its environmental work on an effi-
cient use of resources and energy, while at the same time mini-
mizing emissions into the air and water.

Since the beginning of the 1990’s, Duni’s work has been
carried out based on an environmental policy. In accordance
with this policy, Duni has implemented a control system
which assists the company in complying with environmental
legislation and ensuring that improvements are made. Duni’s
largest production units have certified environmental manage-
ment systems in accordance with ISO 14001. These are the
paper mills in Skdpafors and Dals Linged, Sweden, as well as
the plant in Bramsche, Germany. In 2007, work began on ISO
14001 certification for the plant in Poznan, Poland. The plant
in Skapafors participates in the Ministry of Energy’s energy
efficiency program (PFE) and is thereby certified in accor-
dance with Energy Management System SS 62 77 50.

Duni is constantly working on improvements in order to
reduce the use of energy, heating, water and gas, as well as

waste water generation at all production units. In many
aspects, Duni’s disposable products have environmental
advantages compared with linen alternatives, primarily regar-
ding the use of water and energy. Many customers choose
Duni as a cooperation partner, among other things due to the
environmental benefits associated with Duni’s products.

In all countries in which Duni conducts operations, the
company complies with local environmental legislation and
regulations. Such laws and regulations mean that the company
must comply with stringent requirements regarding, among
other things, use of chemicals and materials that may be envi-
ronmentally hazardous. Duni will comply with the EU’s new
chemicals legislation, REACH. Duni believes that the
company’s production plants and operations in all material
respects meet the requirements imposed by environmental legi-
slation and applicable to the company, but Duni cannot guaran-
tee that obligations which are presently unknown, for example
regarding clean-up or restoration of property owned or pre-
viously owned by the company, might not arise in the future.

Duni intends to work continuously in accordance with,
and to comply with, any environmental legislation to which it
is subject.



Personnel

On 31 December 2007, Duni had 2,001 employees, equal to
1,981 full-time positions. The geographic and functional
breakdown of Duni’s employees is shown below.

Country Blue collar staff White collar staff Total
Sweden 231 192 423
Germany 568 303 871
Poland 326 89 415
The Netherlands 0 49 49
The UK 21 32 53
Other 4 166 170
Total 1150 831 1981

Average no. of employees
2005 2120
2006 2185
2007 2104

The blue collar staff work within logistics, manufacturing and
maintenance. Approximately 73%, of blue collar staff work
within manufacturing at the plants in Dals Linged, Skipafors,
Bramsche and Poznan. Approximately 28% of blue collar staff
in Germany work within logistics at the international distri-
bution center in Bramsche. All blue collar staff in the UK
work within logistics at the distribution center in Speke.

White collar staff are divided into sales and business sup-
port. Approximately 53% of white collar staff work within
sales. The remaining white collar staff work within business
support involving finance, marketing, planning, purchasing
and I'T, primarily in Sweden, Germany and Poland.

Duni’s employees belong to different trade unions depen-
ding on their position and country of employment. The
employees are organized in a European employee council.
Dunf’s relations with the trade unions are substantially posi-
tive and Duni considers the personnel turnover for the Group
to be relatively low as a whole.

SKILLS AND MANAGEMENT DEVELOPMENT

Skills and management development are prioritized issues at
Duni. Duni strives to ensure that each employee has a perso-
nal development plan. These development plans are prepared
by the employees themselves together with their managers
and are adopted at annual individual planning and perfor-
mance talks.

RECRUITMENT

Recruitment is an important issue for the company’s future.
Duni requires well-qualified and motivated personnel in order
to ensure that we reach our targets and succeed in our opera-
tions. The recruitment processing structure contributes to the
recruitment of qualified personnel.

EQUAL OPPORTUNITIES

The work climate at Duni is characterized by respect for the
equal value of each individual, irrespective of gender, ethnic
background, nationality, religion, disability or other differen-
ces which are unrelated to good work performance.

SALARIES AND REWARD SYSTEMS

Duni applies individual salaries and in several subsidiaries
there are incentive programs based on a combination of finan-
cial targets and other business targets.

Gender breakdown 2007

Women 45%

Men 55%

29



DUNI ANNUAL REPORT 2007

30

Corporate Governance Report for Duni AB (publ)

Duni AB is a Swedish limited public company which, since 14
November 2007 has been listed on the OMX Nordic Exchange
in Stockholm. Governance of Duni takes place through general
shareholders’ meetings, the Board of Directors and CEO as well
as the group management of Duni in accordance with, among
other things, the Swedish Companies Act, the company’s artic-
les of association and the working procedure for the Board of
Directors. In light of Duni’s group structure, the composition
of the boards of operational subsidiaries, often with represen-
tatives from group management, constitutes a further compo-
nent in the governance of Duni.

Duni applies the Swedish Code of Corporate Governance.
This corporate governance report does not constitute a part of
the formal annual report and has not been reviewed by the
company’s auditor.

ARTICLES OF ASSOCIATION

‘The articles of association are adopted by the general shareholders’
meeting and contain certain mandatory information of a funda-
mental nature for the company. The complete articles of associa-
tion are available on Duni’s website, www.duni.com.

Duni’s articles of association provide, among other things,
that the directors are elected each year at the annual general
meeting for a term until the close of the next annual general
meeting. All shares in Duni carry equal voting rights.

GENERAL SHAREHOLDERS’ MEETINGS

The general meeting is the highest decision-making body at
which the shareholders exercise their influence by voting on
central issues, such as the adoption of the income statements
and balance sheets, allocation of the company’s profits,
discharge from liability for the directors and the CEO, elec-
tion of the Board of Directors and auditors, as well as com-
pensation to the Board of Directors and auditors.

Pursuant to the Swedish Companies Act, notice to attend
Duni’s annual general meeting must be given not earlier than six
weeks and not later than four weeks prior to the meeting. Notice
shall be given through an announcement in Post och Inrikes Tid-
ningar (The Official Gazette) and in Svenska Dagbladet. In order
to participate at a general meeting, a shareholder must notify the
company thereof not later than the date stated in the notice.

2007 Annual General Meeting
‘The annual general meeting of the shareholders of Duni was
held on 1 October 2007 in Malmsg.

2008 Annual General Meeting

The next annual general meeting of the shareholders of Duni
will be held at 3 pm on 7 May 2008, at Palladium (Sédergatan
15) in Malmo, Sweden.

Duni’s Nomination Committee comprises four members: Peter
Nilsson (Chairman of Duni AB and Chairman of the Nomina-
tion Committee), Harry Klagsbrun (EQT Partners), Rune
Andersson (Mellby Gard) and Anders Oscarsson (SEB Fonder).
The Nomination Committee is a shareholders’ committee
which is responsible for nominating the persons to be proposed
at the annual general meeting for election to Duni’s Board of
Directors. The Nomination Committee provides proposals as
regards the Chairman of the Board and other directors. It also
produces proposals regarding board fees, including the alloca-
tion between the Chairman and other directors, as well as com-
pensation for committee work. These proposals are presented at
the annual general meeting and set forth in the notice and on
the website prior to the annual general meeting.

THE BOARD OF DIRECTORS

After the general meeting, the Board of Directors is the
company’s highest decision-making body. The board’s overar-
ching duties are to decide on the company’s business focus, the
company’s resources and capital structure, as well as the
company’s organization and management of the company’s
affairs. The board’s general obligations also include regular
assessment of the company’s financial situation and approval
of the company’s business plan. The general obligations
include decisions by the board on general issues, for example
the company’s strategy, acquisitions, major investments,
divestments, issuance of the annual report and interim reports,
as well as appointment of the CEO, etc.

The directors
‘The directors are elected each year by the annual general meeting
for a term until the close of the next annual general meeting. The
board comprises of not less than three and not more than twelve
directors. In addition, there may be employee representatives.

Duni’s board consists of seven directors elected by the
annual general meeting on 1 October 2007 and two employee
representatives, plus one alternate. Duni’s CEO is not a mem-
ber of the board but, similarly to the CFO, regularly participa-
tes as a presenter at board meetings. The Chairman of the
Board does not participate in the executive management of the
company.

The directors are presented in greater detail on page 94 of
the Annual Report.

The board’s work

‘The board complies with a written working procedure which
is adapted annually at the initial board meeting. The rules of
procedure state the allocation of work, where appropriate, bet-
ween the directors and the frequency of board meetings. In
addition, the rules of procedure govern the board’s obliga-



tions, quorum, and the allocation of responsibilities between
the board and the CEO, etc.

Board meetings are held in accordance with a predetermined
annual schedule. In addition to these meetings, further meet-
ings may be arranged if unusually important events occur.
During the split financial year 1 July — 31 December 2007, five
board meetings were held at which minutes were taken.

In addition to the board meetings, the Chairman of the
Board and the CEO maintain regular contact concerning the
management of the company. The allocation of work between
the board and the CEO is governed by the board’s working
procedure and instructions for the CEO. The CEO is respon-
sible for the execution of the business plan and the day-to-day
management of the company’s affairs, as well as the day-to-day
business in the company. Accordingly, the CEO may also, with-
out the board’s authorization, take measures which, in light of
the scope and nature of the company’s operations, are not
extraordinary or of major significance for the company’s ope-
rations . The instructions to the CEO also govern his responsi-
bility for reporting to the Board of Directors.

The Board receives each month written information in the
form of a monthly report containing follow-up of the
company’s sales, operating income and working capital trends.
In addition, the material contains comments by the CEO and
CFO, for example brief comments on the various markets.
‘The months in which Board meetings are held, the monthly
report is more extensive and includes, among other things,
also balance sheets and cash flow.

Once per year, the entire board undertakes a systematic
evaluation of the senior executives. In this context, ‘senior exe-
cutives’ include also certain second line managers, i.e. a broa-
der group of employees than those defined as senior executives
in other parts of the annual report.

The main owners, board members and CEO conduct an
annual detailed evaluation of the Board of Directors. The eva-
luation includes, among other things, the composition of the
board, individual directors and the board’s work and routines.

The Board of Directors

CEO

Duni’s CEO is Fredrik von Oelreich. The Board has adopted
instructions for the CEO’s work and role. The CEO is respon-
sible for the day-to-day management of the company’s opera-
tions pursuant to the board’s guidelines. Further details regar-
ding the CEO are provided in Note 13 in the Annual Report.

SWEDISH CORPORATE GOVERNANCE CODE

‘The Swedish Corporate Governance Code (the ”Code”) must
be applied by all companies on the OMX Nordic Exchange in
Stockholm with a market capitalization in excess of MSEK
3,000. Duni has undertaken vis-a-vis the OMX Nordic
Exchange in Stockholm to comply with the Code. The Code is
based on the principle “comply or explain”, entailing thata
company which applies the Code may deviate from its provi-
sions provided that each derogation can be explained in a satis-
factory manner.

Duni applies the Code subject to one deviation, namely
that the Chairman of the Board, Peter Nilsson, is also the
Chairman of Duni’s Nomination Committee. Duni’s largest
shareholder, EQT, has explained that the reason for the devia-
tion is that the Chairman of the Board, Peter Nilsson, is very
suitable to preside over the work of the Nomination Commit-
tee in an efficient manner in order to achieve the best result for
Duni’s shareholders.

Due to the fact that Duni first began applying the Code in
conjunction with the listing on 14 November 2007, Duni
published the composition of the Nomination Committee
and the date and place of the 2008 annual general meeting ata
later date than stated in the Code.

Pursuant to the Code, the company must, among other
things, have a Nomination Committee, an Audit Committee
and a Remuneration Committee. The Code also states how
these committees are to be comprised.

'The Code also contains rules regarding the independence
of the directors and imposes the requirement that a majority
of the directors must be independent of the company and

Presence Presence Remune- Compensation
Presence Independence?) Audit Committee ration Committee SEK
Peter Nilsson 5/5 3) 17 83333
Harry Klagsbrun 5/5 2) 1/4 7 0
Gerold Linzbach 3/5 X 100 000
Goran Lundqvist 5/5 X 100 000
Gun Nilsson 5/5 3) 4/4 100 000
Pia Rudengren 5/5 X 3/4 87 500
Sanna Suvanto-Harsaae 5/5 X 7 100 000
Per-Ake Halvordsson 4/5 3) 3000
(employee representative)
Goran Andréasson 4/5 3) 3000
(employee representative)
Inge Larsson 3/5 3) 2250

(employee representative)

1) As defined in the Swedish Corporate Governance Code.
2) Not independent (in relation to Duni’s major shareholders).
3) Not independent (in relation to Duni).
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company management. A board member is not considered to
be independent in a number of situations, among others if the
board member (i) is the CEO of the company or has been so
during the past five years; (ii) receives, from the company or
an affiliated company or from any member of company manage-
ment, not insignificant compensation for advice or services
over and above the board appointment; (iii) has, or has had
during the past year, extensive commercial relations or other
extensive business dealings with the company or an affiliated
company; or (iv) has been a director of the company for more
than twelve years. At least two of the directors who are inde-
pendent of the company and company management must also
be independent in relation to all shareholders who control ten
percent or more of the share capital or voting capital of the
company. Not more than one member of company manage-
ment may be a member of the board.

THE BOARD’S COMMITTEES

In April 2007, the Board resolved to appoint a Remuneration
Committee. The Remuneration Committee will prepare issues
regarding compensation to Duni’s senior executives based on
guidelines for senior executives adopted at the annual general
meeting and will negotiate with the CEO regarding his com-
pensation. The Board of Directors has also appointed an Audit
Committee. The Audit Committee prepares the board’s work
by reviewing guidelines for the Group’s risk management,
governance and control, financial reporting and tax situation.
In this work, the Audit Committee maintains regular contacts
with the CFO and the auditors.

Corporate governance within Duni

Nomination

I General Meeting

Remuneration

e Board of Directors

24 subsidiaries

Remuneration Committee

Duni has a Remuneration Committee comprising three mem-
bers: Peter Nilsson (Chairman), Sanna Suvanto-Harsaae and
Harry Klagsbrun. The Remuneration Committee and its chair-
man are appointed annually at the constitutional board meet-
ing. The committee comprises at least three of Duni’s directors,
one of whom shall be the Chairman of the Board. Pursuant to
Duni’s rules of procedure, the members of the Remuneration
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Committee must be independent of the company and com-
pany management. The Remuneration Committee must meet
at least three times per year. Duni’s CEO participates at the
Remuneration Committee’s meetings apart from when ques-
tions regarding his own compensation are addressed.

Duni’s Remuneration Committee is responsible for prepa-
ring matters concerning compensation and other benefits for
company management. Decisions are thereafter taken by Duni’s
Board of Directors. The Remuneration Committee also partici-
pates in the preparation and proposals for adoption of any
share-related incentive programs at Duni.

Audit Committee

Duni has an Audit Committee comprising three members:
Gun Nilsson (Chairman), Pia Rudengren and Harry Klags-
brun. The Audit Committee and its chairman are appointed
annually at the constitutional board meeting and the com-
mittee consists of at least three of Duni’s directors. Duni’s
Group Accountant serves as secretary to the committee. A
majority of the members of the Audit Committee must be
independent of the company and company management. At
least one member of the Audit Committee must be indepen-
dent of the company’s largest shareholders. Executive direc-
tors may not be members of the Audit Committee. A mem-
ber of the committee must possess such skills and experience
in accounting, auditing and/or risk management that he/she
can perform the duties imposed on the committee. Duni’s
board chooses the chairman of the committee. The company’s
Audit Committee meets at least three times per year.

External Auditor

Audit Committee

Staff functions

Duni’s Audit Committee is responsible for ensuring the qua-
lity of the company’s financial and business reporting. The
Audit Committee also evaluates Duni’s internal control pro-
cesses and management of financial and operating risks. The
committee regularly meets with the company’s auditors in
order to obtain information regarding the focus and scope of
the external audit and to evaluate the work of the external
auditors. The evaluation also includes the scope of any non-



audit-related work performed by the auditors for Duni. When
preparing a proposal regarding the election of auditors and
compensation for audit work, the Nomination Committee is
assisted by the Audit Committee.

COMPENSATION TO THE BOARD AND SENIOR EXECUTIVES
Fees and other compensation to the board, including the Chair-
man of Duni’s Board of Directors, are decided upon by the
annual general meeting. According to compensation guidelines
for senior executives adopted by the annual general meeting on
1 October 2007, compensation to the CEO and other members
of the above management group must be on market terms and
comprises fixed and variable salary, long-term share-related
incentive programs, other benefits as well as pension. It shall
never be possible for the variable salary to exceed the fixed salary.
At present, there are no long-term incentive programs.

In accordance with a resolution adopted by the annual gene-
ral meeting on 1 October 2007, the annual fee for the current
Chairman of the Board was set at MSEK 0.5, while the annual
fee for other directors was set at MSEK 0.25 per director, apart
from directors employed by EQT Partners. During the period
1 July - 31 December 2007, the directors received compensa-
tion totaling MSEK 0.6, of which MSEK 0.1 was paid to the
Chairman of the Board and MSEK 0.5 to other directors, apart
from directors employed by EQT Partners, who receive no
compensation.

The total disbursed gross compensation to the management
group, including salaries, pension payments and other benefits,
amounted to MSEK 11.2 in the second half of 2007. Of the
total gross compensation paid to the management group, MSEK
2.7 comprised compensation to Duni’s current CEO, while
MSEK 8.5 comprised compensation to other members of the
management group. Each month, Duni pays in a cash pension
contribution in accordance with the individual pension plan for
each senior executive. The total cost for Duni for these pension
payments during the second half of 2007 was MSEK 2.3.

Duni’s CEO, Fredrik von Oelreich, receives an annual gross
salary of CHF 567,000 as well as a bonus equivalent to not
more than 50% of his annual base salary, based on predetermi-
ned targets for the Group. In addition, he is entitled to certain
other employment benefits such as company car and per diem.
Both Duni and von Oelreich may terminate the agreement
subject to six months’ written notice of termination. In addi-
tion, in the event of termination by the company due to negli-
gence, or termination by von Oelreich, von Oelreich is entitled
an amount equal to 12 times his monthly salary. Von Oelreich

Compensation to auditors

participates in a contributions-based pension program, on the
basis of which Duni grants an annual contribution equal to
35% of his annual gross salary until termination of the agree-
ment. Von Oelreich’s retirement age is 62.

Duni has not granted any loans, or extended or issued any
guarantees or provided any security to the benefit of Duni’s
directors, senior executives or auditors. None of the directors,
senior executives or auditors has, directly or indirectly through
any closely-related company, entered into transactions with
Duni which are not at arm’s length conditions.

FINANCIAL REPORTING

The company has an information policy pursuant to which the
company publishes quarterly reports, a half-yearly report, a
report of unaudited annual results and an annual report. In con-
nection with the publication of half-yearly reports and unaudi-
ted reports of annual results, the company may arrange analyst
meetings and meetings with the media to discuss the company’s
operations, results and financial position. The board assesses and
approves the content of the financial reporting based on monthly
reports, management reports and discussions at board meetings,
as well as the auditor’s opinions.

AUDIT

The auditor shall review the company’s annual report and
bookkeeping as well as management by the Board of Directors
and CEO. After each financial year, the auditors shall submit
an auditor’s report to the general meeting.

The general meeting appoints the auditors for four years.
At an extraordinary general meeting held on 28 August 2007,
PricewaterhouseCoopers AB was elected auditor, with
accountant Bo Hjalmarsson as auditor-in-charge, for the next
four years. The company’s auditor reviews the annual
accounts and the annual report as well as the company’s
ongoing operations and routines in order to express an opi-
nion regarding the accounts and management by the Board
of Directors and the CEO. The audit of the annual accounts
and annual report is conducted in January-February.

Other than Duni, Bo Hjalmarsson has no engagements
in companies over which Duni’s main owners (before the
diversification of ownership in conjunction with the IPO),
directors or CEO have a significant influence. Bo Hjalmars-
son is an authorized public accountant and member of FAR
SRS. Apart from the audit engagement, fees to Pricewater-
houseCoopers AB for other engagements during 2007
amounted to MSEK 4.3.

Group Parent Company
MSEK 20071 2006 2005 2007" 2006 2005
Compensation for audit engagement 6.6 4.8 5.7 2.6 1.3 1.3
Compensation for other consulting services 4.3 2.8 10.7 2.1 0.7 2.2

1) Relates to closing accounts for two six-month periods.
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Directors’ Report 1July 2007 -31December 2007

The Group

Duni is the leading company in Europe within attractive
quality products and concepts for table setting as well as
packaging for take-aways. The Group enjoys a leading posi-
tion thanks to a combination of high quality, established
customer relations and a well-reputed brand, as well as strong
local presence in Europe.

At the end of March 2007, the deSter business was
divested. With this divestment and the earlier sale of the Duni
Americas business in 2006, the streamlining of Duni’s Euro-
pean core operations has been completed in full. Operations
are currently conducted within three business areas: Professio-
nal, Retail and Tissue.

In the Professional business area, Duni’s concepts and
products are offered primarily to hotels, restaurants and cate-
ring companies. The offering includes table and serving pro-
ducts such as napkins, table covers, placemats, candles, as well
as serving products such as glasses, cups and cutlery, produced
either in plastic or paper. Duni is a market leader in the
Benelux countries, the Nordic region, Germany, Switzerland,
France and the UK. The Professional business area also offers
customer-adapted packaging solutions for food storage in
conjunction with sales of take-away meals and catering. Asa
niche player within this area, Duni enjoys a leading position in
the Nordic region. The Professional business area accounts for
approximately 66% of Duni’s sales.

Within the Retail business area, Duni offers consumer pro-
ducts to the retail trade. The range includes napkins, table
covers, candles, glasses, cutlery and, to an increasing extent,
various product range offerings. The products are marketed pri-
marily under the Duni brand. In addition, Finess is used as a
supplementary brand on certain markets. Duni also develops
and manufactures products for customers which market them
under private labels. Duni enjoys a leading position in the
Benelux countries, the Nordic region, Germany, Switzerland
and the UK. The business area accounts for approximately 21%
of Duni’s sales.

The Tissue business area produces airlaid and tissue based
material which is used in products within the other market areas
and is a subcontractor to external customers within the hygiene
products industry. Tissue accounts for approximately 13% of
Duni’s sales.

PRODUCT AND CONCEPT DEVELOPMENT

Within product development, Duni’s work involves new
designs and color schemes, as well as new materials and solu-
tions. Duni focuses on product and concept development, and
possesses a unique strength within form, design and functio-
nality. Duni’s innovation process is characterized by the ability

to quickly and flexibly develop new collections, concepts and
products which create a clear added value for the various
customer categories on the market.

Duni primarily engages in development within the mar-
ket segments in which the Group traditionally enjoys a
leading position. At the same time, the Group continues to
further develop new products and concepts for new segments.

MARKET DEVELOPMENT
Demand on Duni’s major markets has developed strongly as a
consequence of a generally favorable economic climate.

The hotel and restaurant industry has enjoyed continued
positive growth. More restaurant visits and an increased
occupancy rate at hotels are, in terms of volume, positive
factors for Duni’s growth. The strong growth within take-
aways has continued. New restaurant concepts, as well as
ready-to-eat food in grocery stores, take-away and fast-food
restaurants continue to increase in number and these con-
cepts are gaining ever-greater market shares.

Demand within Retail increased somewhat during the year
on most markets. The trend in the grocery retail trade towards
developing and marketing private labels within Duni’s seg-
ment has stagnated somewhat and branded products are
regaining space in the product range. Within Tissue, demand
for airlaid material has been strong, particularly from the
hygiene products industry.

PROSPECTS

Demand is driven primarily by increased purchasing power
combined with changed behavior patterns which are leading
to an increasing share of meals being eaten outside the
home. In addition, demand for Duni’s products is positively
affected by the fact that an increasing number of restaurants
are choosing to replace linen with disposable, premium qua-
lity solutions. In addition, growth within the take-away seg-
ment is expected to remain strong since the number of
single-person households is increasing and urbanization is
continuing.

The economy in Europe has recently shown signs of a slow
down but the market situation for Duni’s products is never-
theless believed to be good on the whole and Duni sees favora-
ble possibilities for continued growth.

REPORTING

‘The annual report covers the split financial year July — Decem-
ber 2007. The preceding financial year covered the period
January — June 2007. Thus, in order to compare with the same
period last year, in certain cases the analysis is supplemented
with the results for July - December 2006. Commencing
2008, Duni’s financial year will be the calendar year.



Sales

Net sales amounted to MSEK 2,091 (1,894). Net sales for the
period July — December 2006 amounted to MSEK 1,997 for
comparable units. Sales for the period entail an increase of
MSEK 94, or 4.7%. Exchange rate changes had an insignificant
impact on net sales. The increase in sales is due to price increases,
which had an impact in 2007, as well as volume growth.

Duni’s stable position within the Professional business area
is emphasized by continued strong sales growth of 6.6 % com-
pared with the same period of last year, primarily due to
increased volume, entailing growth in line with, or outpacing,
the market. Growth has been particularly strong in Southern
and Eastern Europe and in the Benelux countries, France and
the UK. Sales of packaging solutions for ready-to-eat food are
growing more quickly than the business area as a whole.

Within the Retail business area, the sales trend was negative,
with a decline of 0.5% compared with the same period of last year.
The decline is mainly due to tough competition in the UK.
During the period, Retail terminated certain unprofitable custo-
mer contracts. Going forward, this will impact certain sales growth
but will have no major consequences as regards operating income.

Growth within the Tissue business area has been stable,
with an increase of 4.2%.

Income

Operating income amounted to MSEK 242 (151). Compared
with the period July — December 2006, income increased by
MSEK 70. Exchange rate changes have had a marginal impact
on income, thereby income adjusted for exchange rate changes
equaling reported income, i.e. MSEK 242. The increase in
income is primarily attributable to volume growth and price
increases, as well as the fact that Duni’s restructuring program,
which commenced in 2004, has now been completed and
implementation costs no longer affect income but, rather,
have a fully positive effect. All business areas reported
increased income, with the largest increase in absolute terms
being within the Professional area.

Net financial items amounted to MSEK -77 (-120) and, for
the corresponding period in 2006, to MSEK -144. With the
new ﬁnancing in November, previous transaction costs were
realized in connection with the raising of loans, which had a
non-cash effect of MSEK 21 on net financial items. Income
before tax amounted to MSEK 165 (31) and, for the correspon-
ding period of 2006, to MSEK 28.

A tax expense of MSEK -68 (-28) was reported for the
financial year. In countries in which losses were incurred, the
value of future loss carry-forwards has been calculated and
reported as deferred tax claims. The high tax cost is a direct
consequence of the improved income, but tax for the year has
also been affected by further provision of MSEK 5.5 regarding
an ongoing tax audit in Germany and a write down of MSEK
4.5 for loss carry-forwards which it will not be possible to uti-
lize in connection with the closure of Duni’s branch in Turkey.

Income for the year for continuing operations amounted
to MSEK 96 (3). Income from divested operations amoun-
ted to MSEK 15 (457). The Group’s total income amounted

to MSEK 111 (460). Income in the preceding period inclu-
ded a capital gain of MSEK 471 on the sale of deSter.

Investments

The Group’s gross investments amounted to MSEK 83 (49) for
the continuing operations. In the corresponding period of
2006, investments for comparable units were MSEK 73.
Investments relate primarily to the Group’s major production
plants in Poland, Germany and Sweden. Depreciation and
write-downs for continuing operations amounted to MSEK 46
(44) and, for the corresponding period of 2006, to MSEK 41.

Cash flow and financial position
'The Group’s operational cash flow amounted to MSEK 350
(-86). For the period July — December 2006, the operational cash
flow amounted to MSEK 242. Most of Duni’s operational cash
flow is generated during the second half of the year, and conse-
quently cash flow is stronger during that period. The Group’s
total assets as per 31 December amounted to MSEK 3,541. In
June 2007, total assets amounted to MSEK 3,535 and, in
December 2006, to MSEK 5,313. The reduction in total assets is
primarily due to the sale of deSter and the new Group structure.
The Group’s interest-bearing net debt amounted to
MSEK 1,085. In June 2007, the interest-bearing net debt
amounted to MSEK 1,339, a reduction of MSEK 254. The
reduction is attributable to Duni’s seasonally strong cash
flow during the second half of the year.

OPERATIONAL AND FINANCIAL RISKS
Duni is exposed to a number of operational risks which it is
important to manage.

Control and management of fluctuations and prices for
raw materials and energy have a major impact on Duni’s com-
petitiveness. The development of attractive ranges of products,
particularly the Christmas collection, is extremely important
in order for Duni to achieve good sales and income growth.

'The fact that Duni does not apply hedge accounting pursu-
ant entails increased accounting exposure as regards exchange
rate changes in assets and liabilities in foreign currency; as well as
positions in foreign currency and energy derivatives.

Duni’s finance management and its handling of financial
risks are regulated by a finance policy adopted by the Board of
Directors. This work is managed and handled by the Group’s
Treasury, which is included as a unit within the Parent Com-
pany. The Group shares the financial risks associated with cur-
rency risks, exchange rate risks, credit risks, financing and
liquidity risks. Regarding risk management, see also Note 3.

LEGAL DISPUTES
In November 2007, Duni and Innoware LLC reached a final
agreement regarding the purchase price for the American opera-
tions, Duni Corporation and Duni Supply Corporation, and
thus it was possible to avoid arbitration proceedings.

As a consequence of the agreement, Duni was able to dissolve
provisions made in the annual accounts valued at MSEK 15. At
the end of the accounting period, a few disputes were pending
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with customers and suppliers involving small amounts, as well as
regarding intellectual property rights. Provisions have been made
in the annual accounts, which, in management’s opinion, amply
cover any negative outcome of these disputes.

ENVIRONMENT

Since the beginning of the 1990s, Duni’s work has been car-
ried out based on an environmental policy. The environment
and environmental issues constitute an integral part of Duni’s
operations. Consequently, there is a close connection between
the Group’s ongoing ambition to improve Duni’s environme-
ntal performance and Duni’s commercial development. Duni
focuses its environmental work on an efficient use of resources
and energy, while at the same time minimizing emissions into
the air and water.

A program for the implementation of environmental
management systems is underway at all production units.
Duni’s largest production units are certified in accordance
with ISO 14001. These are the paper mills in Skdpafors and
Dals Linged, Sweden, as well as the plant in Bramsche, Ger-
many. During the year, work began on ISO 14001 certifica-
tion for the plant in Poznan, Poland.

ISO 9000 has been chosen as the quality management sys-
tem within the Duni Group. The plants in Bramsche, Poznan,
Dals Linged and Skapafors are all certified in accordance with
this system.

Duni conducts two operations which are subject to permit
requirements pursuant to the Swedish Environmental Code.
‘The Group holds permits for the production of 45,000 tonnes
of wet laid tissue per year and 26,000 tonnes of dry laid tissue
per year at the mill in Skdpafors and 10,000 tonnes of dry laid
tissue in Dals Langed. The paper mill in Sképafors, Sweden,
has held a provisional permit regarding water emissions since
1997. The final terms were established by the Environmental
Court in 2004.

The County Administrative Board in Vistra Gétaland
County has granted the mill a permit regarding emissions of
carbon dioxide, CO. The allocation of emission rights involves
3,057 tonnes in Dals Linged and 15,657 tonnes in Skédpafors.

THE BOARD’S WORK

Pursuant to the articles of association, the Board of Directors shall
comprise at least three and not more than twelve directors.
During the year, the board comprised seven directors and two
employee representatives with one alternate. During the financial
year, the board held five meetings at which minutes were taken.

At an extraordinary general meeting held on 10 August
2007, Harry Klagsbrun was elected as director to replace Juha
Lindfors. In addition, Pia Rudengren was elected as a new ordi-
nary director.

Rules of procedure set forth guidelines for the work of the
board and describe the allocation of work between the board and
the CEO. The guidelines for the board’s work shall ensure that the
board possesses comprehensive information and thatall impor-
tant aspects of the Group’s operations are addressed. The rules of
procedure are revised and adopted by the board each year. The

auditors report to the board their observations from the audits
carried out and their assessment of the Group’s internal control.
In April 2007, the board appointed a Remuneration Commit-
tee. The Remuneration Committee will address issues concer-
ning compensation to senior executives and negotiate with the
CEO regarding the latter’s compensation, based on guidelines
adopted at the annual general meeting. On 1 October 2007,
the general meeting adopted the guidelines for the coming
year proposed by the Remuneration Committee regarding the
CEO and other senior executives (see also Note 13).

The board has also appointed an audit committee. The audit
committee prepares the board’s work of reviewing routines for
the Group’s risk management, governance and control, financial
reporting and tax situation. In this work, the audit committee
maintains regular contacts with the CFO and the auditors.

EMPLOYEES
Initiatives and contributions by personnel are of crucial signi-
ficance for Duni’s continued development, presentation and
marketing of successful products and concepts within table
setting and packaging for take-away meals. Thus, Duni works
regularly to recruit and develop employees. Development
work is carried out with respect to both skills and manage-
ment development and Duni strives to ensure that personal
development plan is in place for each employee.

On 31 December 2007 there were 2,001 (1,967)
employees. In December 2006, there were 1,999 employees.

COMPENSATION TO CEO AND SENIOR EXECUTIVES
It is proposed that the general meeting adopt the following
guidelines regarding compensation to senior executives:

”Compensation to the CEO and senior executives shall
consist of fixed salary, variable salary, long-term incentive pro-
grams and other benefits as well as pension. The total compen-
sation shall be on market terms and competitive and be in
relation to responsibilities and authority. The variable salary
shall be based on results related to defined and measurable
goals. It shall never be possible for the variable salary to exceed
the fixed salary. In the event of termination of employment by
the company, the termination salary and severance compensa-
tion together shall not exceed 18 months’ salary. The pension
benefits shall be contribution-based, unless special reasons
otherwise justify. The retirement age for the management
group shall normally be 65, but in no circumstances earlier
than 62. The board may deviate from these guidelines only
where special cause exists in an individual case.”

For more information regarding compensation to the
CEO and senior executives, see also Note 13.

FOREIGN COMPANIES AND BRANCHES

‘The Group has operations in 17 countries, including the
Parent Company’s branches in Mexico and Turkey. However,
these branches are being wound up.

IMPORTANT EVENTS SINCE 31 DECEMBER 2007
No important events have occurred since 31 December 2007.



The Parent Company

SALES, INCOME AND FINANCIAL POSITION

'The Parent Company, Duni AB, contains group management
and joint Group functions such as finance, purchasing, marke-
ting and I'T. Parts of the Group’s development and manufactur-
ing resources are located in the Parent Company. The company’s
products are mainly distributed to other units within the
Group, but the company is also responsible for the Group’s sales
on the Nordic market.

Net sales amounted to MSEK 701 (576). Operating
income is reported at MSEK -20 (-127) and net financial
items at MSEK -61 (-22). The Parent Company’s net income
was MSEK -75 (-113).

‘The Parent Company’s gross investments in fixed assets
amount to MSEK 16 (15).

The Parent Company’s equity ratio at year-end was 44.3%
(40.7). The Parent Company’s cash and cash equivalents as
well as current external financial receivables on 31 December
2007 amounted to MSEK 116 (67).

OPERATIONAL AND FINANCIAL RISKS IN THE PARENT
COMPANY

'The Parent Company’s risks correspond in all essential respects
to the Group’s risks.

Due to the fact that hedge accounting pursuant is not app-
lied, Duni AB has an increased accounting exposure to
exchange rate changes in assets and liabilities in foreign currency
as well as in positions in foreign currencies.

Duni’s finance management and its handling of financial
risks are regulated by a finance policy adopted by the Board of
Directors. This work is led and managed by the Group’s Trea-
sury, which is included as a unit within the Parent Company.
‘The Group shares in the financial risks associated with cur-
rency risks, interest rate risks, credit risks, financial risks and

liquidity risks.

OWNERSHIP STRUCTURE ON 31 DECEMBER 2007

Duni is listed on the OMX Nordic Exchange Stockholm
under the ticker name "DUNTI”. The ownership structure on
31 December 2007 consists primarily of Duni Holding AB
(EQT), 39%, Mellby Gérd, 22% and SEB fonder, 6%.

DUNI’S SHARE
At an extraordinary general meeting held on 28 August
2007, a resolution was adopted regarding an 8:1 split. Accor-
dingly, the share capital currently consists of 46,999,032
outstanding common shares, each carrying a voting right of
one vote per share. The quotient value of the shares is SEK
1.25 per share.

There shall be not less than 32,008,000 and not more than
128,032,000 shares.

‘There are no outstanding warrants or convertible deben-
tures. Duni Holding AB (EQT) has undertaken not to sell its
remaining holding of shares in Duni until after publication of

the interim report for the period 1 January — 31 March 2008,
on 29 April 2008, at the earliest.

Senior executives together own 1 percent of the shares
in Duni. They have also undertaken not to sell their hol-
dings until after publication of the interim report for
1 January — 30 September 2008, on 29 October 2008, at
the earliest.

On 1 October 2007, the annual general meeting resolved
to authorize Duni’s Board of Directors, on one or more occa-
sions until the next annual general meeting, to resolve on
issues of new shares, with or without any deviation from the
sharecholders” preemptive rights.

DIVIDEND PROPOSED BY THE BOARD OF DIRECTORS
AND CEO
Dividend, the Parent Company (SEK)

Unrestricted equity in the Parent Company

1296915278
-75474 932

1221440 346

Retained earnings
Profit for the year

Total unrestricted equity in the Parent Company

The board of directors and CEO propose:

84 598 257
and that the remaining amount be carried forward 1136 842 089
Total 1221440 346

adividend to the shareholders of SEK 1.80 per share

'The Board of Directors proposes to the 2008 annual general
meeting that a resolution be adopted entailing that a dividend
of SEK 1.80 per share, equal in total to SEK 84,598,257, be
paid to shareholders registered on the record date, 12 May
2008, and that the remaining unrestricted equity be carried
forward.

The Parent Company’s retained earnings amount to
SEK 1,296,915,278 and income for the year amounts to
SEK -75,474,932. Provided that the annual general meeting
resolves in accordance with the Board’s dividend proposal,
SEK 1,136,842,089 will be carried forward. After the propo-
sed dividend, there is full coverage for the Parent Company’s
restricted equity. The Group’s shareholders’ equity amounts to
MSEK 1,416.

As a basis for its dividend proposal, pursuant to Chapter
18, section 4 of the Swedish Companies Act (2005:551),
the Board has assessed that the proposed dividend is defen-
sible in light of the demands imposed by the business as
regards the size of the shareholders’ equity in the Parent
Company and the Group, as well as the needs of the Parent
Company and the Group to strengthen the balance sheet,
and as regards their liquidity and financial position in gene-
ral. The Board believes that the dividend also provides
scope for the Group to perform its obligations and carry
out planned investments. Based on the pro forma results
for Duni’s continuing operations, i.e. excluding the
divested operations in the USA and the divested deSter
group, the proposed dividend is well in line with the
Group’s dividend policy.
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The equity ratio of the Parent Company and the Group,
even after the dividend, is believed to be sound in relation
to the industry in which the Group operates. The propo-
sed dividend will not affect the ability of the Parent Com-
pany and the Group to discharge their payment obliga-
tions.

The Parent Company and the Group have ample access
to both short and long-term credit facilities. Credit facili-
ties may be used on short notice and thus the Board consi-
ders that the Parent Company and the Group are well pre-
pared to manage changes with respect to liquidity and con-
tingencies.

The Board believes that the Parent Company and the
Group possess the conditions to take future commercial risks
and also carry any losses.

THE BOARD’S ASSURANCE

‘The Board of Directors and CEO hereby affirm that the con-
solidated financial statements have been prepared in accor-
dance with international accounting standards, IFRS, as adop-
ted by the EU and provide a fair and true view of the Group’s
financial position and results. The annual report has been pre-
pared in accordance with generally accepted accounting prac-
tices and provides a true and fair view of the Parent Company’s
financial position and results.

The Directors’ Report for the Group and the Parent
Company provides a fair and true overview of the develop-
ment of the operations, financial position and results of the
Group and the Parent Company and describes significant
risks and uncertainty factors facing the Parent Company and
the companies in the Group.

Malmé 25 March 2008
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Peter Nilsson, Chairman of the Board
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Per-Ake Halvordsson, Employee representative



Consolidated Income Statement

1Jul 2007 1Jan 2007 1Jan 2006
MSEK Notes 1-5,12-14 — 31 Dec 2007 —30Jun 2007 — 31 Dec 2006
Continuing operations
Net sales 5-6 2091 1894 3762
Cost of goods sold 6-10 -1525 -1423 -2812
Gross profit 566 471 950
Selling expenses 7-9 -219 -227 -459
Administrative expenses 7-9,11 -1 -98 -219
Research and development expenses 7-8 -6 -6 -6
Other operating incomes 15-16 29 26 44
Other operating expenses 7-8,17 -17 -15 -33
Operating income 5,18 242 151 277
Income from financial items 18-19
Financial income 9 19 59
Financial expenses -86 -139 -335
Net financial items =77 -120 -276
Income after financial items 165 31 1
Income tax 21 -68 -28 -12
Net income for the year, continuing operations 96 3 -11
Net income for the year, discontinued operations 44 15 457 77
Net income for the year 111 460 66
Attributable to:
Equity holders of the Parent Company 11 460 66
Minority interest - 0 0
Earnings per share (expressed in SEK per share),
calculated on the netincome for the year from
continuing operations:
Before dilution 22 2.04 0.06 -0.23
After dilution 22 2.04 0.06 -0.23
Earnings per share (expressed in SEK per share),
calculated on the net income for the year from
discontinued operations attributable to equity
holders of the Parent Company during the year:
Before dilution 22 0.32 9.72 1.64
After dilution 22 0.32 9.59 1.64
Earnings per share (expressed in SEK per share),
calculated on net income for the year attributable
to equity holders of the Parent Company during
the year:
Before dilution 22 2.36 9.78 1.41
After dilution 22 2.36 9.65 1.41
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Consolidated Balance Sheet

MSEK Note 31 Dec 2007 30 Jun 2007 31 Dec 2006
ASSETS 1-5
Fixed assets
Intangible fixed assets 23
Goodwill 1199 1199 2145
Capitalized development expences 22 16 7
Trademarks and licenses 7 5 8
Total intangible fixed assets 1228 1220 2160
Tangible fixed assets
Buildings, land and land improvements 24 55 58 134
Machinery and other technical equipment 25 288 270 431
Equipment, tools and installations 26 47 54 56
Construction in progress and advanced
payments for tangible fixed assets 27 43 17 71
Total tangible fixed assets 433 399 692
Financial fixed assets
Deferred tax assets 21 395 432 483
Other long-term receivables 29 3 2 13
Total financial fixed assets 398 434 496
Total fixed assets 2059 2053 3348
Current assets
Inventories 10
Raw materials and supplies 100 104 114
Products progress 23 17 45
Finished goods and goods for resale 373 382 476
Advances to suppliers 4 0 4
500 503 639
Current receivables
Accounts receivables 30 546 653 900
Derivatives 31 1" 16 17
Tax assets 14 36 57
Other receivables 30 156 135 128
Prepaid expenses and accrued incomes 32 26 27 31
753 867 1133
Cash and cash equivalents 202 112 193
Total current asset 1455 1482 1965
TOTAL ASSETS 3514 3535 5313



Consolidated Balance Sheet, continued

MSEK Note 31 Dec 2007 30 Jun 2007 31 Dec 2006
SHAREHOLDERS’ EQUITY AND LIABILITIES 1-5

Shareholders’ equity

Share capital 33 59 59 59
Other injected capital 1681 1681 1681
Reserves 39 34 28
Loss carried forward, incl. net income for the year -363 -474 -934
Total shareholders’ equity attributable to equity

Holders of the Parent Company 1416 1300 834
Minority interests - - 4
Total shareholders’ equity 1416 1300 838
Long-term liabilities 34

Overdraft facility 34 - 45 22
Bank loans 34 1092 1045 435
Subordinated debts 34 - 144 1879
Convertible subordinated debts 34 - - 13
Deferred tax liability 21 19 28 68
Pension provisions 36 200 204 237
Total long-term liabilities 1311 1466 2654
Short-term liabilities

Accounts payable 305 256 472
Liabilities to credit institutions 34 - 15 700
Tax liabilities 51 55 90
Derivative instruments 31 9 16 20
Other liabilities 50 69 73
Allocation to restructuring reserve 37 4 6 21
Accrued expenses and deferred incomes 38 368 352 445
Total short-term liabilities 787 769 1821
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 3514 3535 5313
Pledged assets 39 151 2510 3863
Contingent liabilities 39 1" 12 21
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Statement of Change in Group’s Shareholders’ Equity

Minority Total
Attributable to equity holders of the Parent Company interest equity
Loss carried forward
Share Other injected incl. netincome
MSEK capital capital Reserves for the year TOTAL
Closing balance, 31 December 2005 59 1681 74 -1 000 814 2 816
Exchange rate differences —
Translation of subsidiaries - - -12 - -12 - -12
Exchange rate differences —
Transfers to income statement upon
closure of subsidiary - - -34 - -34 - -34
Business combinations - - - - 0 2 2
Total transactions reported directly
against shareholders’ equity 0 0 -46 0 -46 2 -44
Net income for the year - - - 66 66 - 66
Total recognized income and expense 0 0 -46 66 20 2 22
Closing balance, 31 December 2006 59 1681 28 -934 834 4 838
Exchange rate differences —
Translation of subsidiaries - - 24 - 24 - 24
Exchange rate differences —
Transfer to income statement
upon closure of subsidiary - - -18 - -18 - -18
Divested business - - - - 0 -4 -4
Total transactions reported directly
against shareholders’ equity 0 0 6 0 6 -4 2
Net income for the year - - - 460 460 - 460
Total recognized income and expense 0 0 6 460 466 -4 462
Closing balance, 30 June 2007 59 1681 34 -474 1300 0 1300
Exchange rate differences —
Translation of subsidiaries - - 5 - 5 - 5
Total transactions reported directly
against shareholders’ equity 0 0 5 0 5 0 5
Net income for the year - - - 1M1 1M1 - 111
Total recognized income and expense 0 0 5 1M1 116 0 116
Closing balance, 31 December 2007 59 1681 39 -363 1416 0 1416
Changes in the Group’s Reserves
Exchange rate difference Other reserves Reserves
Closing balance, 31 December 2005 61 13 74
Exchange rate differences -46 - -46
Closing balance, 31 December 2006 15 13 28
Exchange rate differences - 6
Closing balance, 30 June 2007 21 13 34
Exchange rate differences 5 - 5
Closing balance 31 Dec 2007 26 13 39

Other reserves’ means revaluation of land in accordance with previous accounting principles. The
revalued amount is adopted as acquisition value in accordance with the transitional rules in IFRS 1.



Consolidated Cash Flow Statement

1Jul 2007 1Jan 2007 1 Jan 2006
MSEK Note — 31 Dec 2007 —30Jun 2007 — 31 Dec 2006
Cash flow from operating activities
Operating income from continuing operations 242 151 277
Operating income from discontinued operations 15 465 202
Adjustments for items not included in cash flow 40 25 -399 41
Interest received 9 7 9
Interest paid -67 -106 -184
Paid income tax -24 -33 -66
Cash flow from operating activities
before changes in working capital 200 85 279
Changes in working capital
Increase (-) / decrease (+) in inventories 1 -65 29
Increase (-) / decrease (+) in accounts receivable 114 -90 -19
Increase (-) / decrease (+) in receivables 2 -50 -83
Increase (+) / decrease (-) in accounts payable 42 29 -81
Increase (+) / decrease (-) in short-term liabilities -19 4 6
Cash flow from operating activities 350 -86 131
Cash flow from investing activities
Acquisition of intangible fixed assets 23 -10 -1 -6
Acquisition of tangible fixed assets 24-27 -73 -62 -204
Sale of tangible fixed assets 0 1 19
Acquisition of shares in subsidiaries, less
deduction for cash and cash equivalents 42 - - -
Divested operations 44 - 1209 441
Change in other long-term receivables -1 9 -9
Cash flow from investing activities -84 1156 241
Cash flow from financing activities
Net change, overdraft facilities -45 23 -106
Repayment of loans -1373 -2400 -497
Loans received 1241 1234 270
Cash flow from financing activities -177 -1143 -333
Cash flow for the year 89 -73 39
Cash and cash equivalents, opening balance 112 184 153
Exchange rate difference, cash and cash equivalents 1 1 -8
Cash and cash equivalents, closing balance ) 202 112 184

The cash flow statement contains elements of both continuing and discontinued operations.

1) According to the balance sheet, cash and cash equivalents at the end of 2006 were 193. The difference relates to
part of funds in escrow which are expected to be received within 12 months but later than in three months.
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Parent Company Income Statement

1Jul 2007 1Jan 2007 1Jan 2006
MSEK Note —31Dec 2007 —30 Jun 2007 — 31 Dec 2006
Net sales 56 701 576 1050
Cost of goods sold 6-10 -637 -534 -925
Net profit 64 42 125
Selling expenses 8-9 -58 -60 -122
Administrative expenses 8-9, 11 -74 -71 -181
Research and development expenses 8-9 -1 -1 0
Other operating incomes 15-16 126 63 185
Other operating expenses 8,17 -77 -100 -160
Operating income 18 -20 -127 -153
Income from financial items 18-19
Income from participations in Group companies 20 - 77 28
Other interest income and similar income 19 28 74
Interest expenses and similar expenses -80 -127 -326
Net financial items -61 -22 -224
Income after financial items -81 -149 =377
Appropriations - - 30
Tax on income for the year 21 6 36 98
Net income for the year -75 -113 -249




Parent Company Balance Sheet

MSEK Note 31 Dec 2007 30 Jun 2007 31 Dec 2006
ASSETS 1-5
Fixed assets
Intangible fixed assets 23
Goodwill 899 949 999
Capitalized development expenditures 21 - -
Trademarks and licenses 7 5 5
Total intangible fixed assets 927 954 1004
Tangible fixed assets
Buildings, land and land improvements 24 49 51 55
Machinery and other technical equipment 25 1 1 12
Equipment, tools and installations 26 7 8 9
Construction in progress and advanced
payments for tangible fixed assets 27 4 5 14
Total tangible fixed assets 71 75 90
Financial assets
Participations in Group companies 28,42 744 744 2000
Deferred tax asset 21 354 395 365
Other long-term receivables 29 2 0 1
Total financial fixed assets 1100 1139 2366
Total fixed assets 2098 2168 3460
Current assets
Inventories 10
Raw materials and supplies - 0 0
Products in progress 9 9 9
Finished goods and goods for resale 124 124 105
133 133 114
Current receivables
Accounts receivables 30 129 148 133
Derivatives 31 9 16 17
Receivables from Group companies 30 113 138 118
Tax assets 9 14 9
Other receivables 30 33 59 45
Prepaid expenses and accrued incomes 32 14 9 13
307 384 335
Current financial receivables, externally 30 0 3 2
Current financial receivables, internally 30 288 349 1077
Cash and bank balances 116 64 54
Total current assets 844 933 1582
TOTAL ASSETS 2942 3101 5042
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Parent Company Balance Sheet, continued

MSEK Note 1-5, 12-14 31 Dec 2007 30 Jun 2007 31 Dec 2006
SHAREHOLDERS’ EQUITY, PROVISIONS AND LIABILITIES

Shareholders’ equity

Restricted shareholders’ equity

Share capital 33 59 59 59
Statutory reserve 1 1 1409
Revaluation reserve 13 13 13
Total restricted shareholders’ equity 83 83 1481
Unrestricted shareholders’ equity

Retained earnings 1296 1291 143
Net income for the year -75 -113 -249
Total unrestricted shareholders’ equity 1221 1178 -106
Total shareholders’ equity 1304 1261 1375
Provisions

Pension provisions 36 1M M 109
Restructuring reserve 37 0 0 0
Deferred tax liability 21 2 4 1
Total provisions 113 115 120
Long-term liabilities 34

Overdraft facility 34 - 36 21
Bank loans 34 1092 1045 435
Liabilities to Group companies 34 215 168 226
Subordinated debts 34 - 144 1879
Convertible subordinated debts 34 - 0 13
Total long-term liabilities 1307 1393 2574
Short-term liabilities

Liabilities to credit institutions 34 15 700
Accounts payable 64 42 48
Liabilities to Group companies 47 128 87
Tax liabilities 1 1 1
Derivatives 31 9 15 14
Other liabilities 12 13 7
Allocation to restructuring reserve 37 0 0 3
Accrued expenses and deferred incomes 38 85 118 113
Total short-term liabilities 218 332 973
TOTAL SHAREHOLDERS’ EQUITY,

PROVISIONS AND LIABILITIES 2942 3101 5042
Pledged assets 39 91 2557 4049
Contingent liabilities 39 19 42 89




Statement of Change in Parent Company’s
Shareholders’ Equity

Share Share pre- Statutory Revaluation Accumulated Total share-
MSEK capital mium reserve reserve reserve income holders’ equity
Closing balance, 31 Dec 2005 59 0 1409 13 17 1498
Group contributions received after tax - - - - 116 116
Translation difference regarding branch offices - - - - 10 10
Net income for the year - - - - -249 -249
Closing balance 31 Dec 2006 59 0 1409 13 -106 1375
Translation difference regarding branch offices - - - - -1 -1
Write-down of statutory reserve - - -1398 - 1398 0
Net income for the year - - - - -113 -113
Closing balance 30 Jun 2007 59 0 1" 13 1178 1261
Group contributions received after tax - - - - 116 116
Translation difference regarding branch offices - - - - 2 2
Net income for the year - - - - -75 -75
Closing balance 31 Dec 2007 59 0 1" 13 1221 1304

Accumulated translation differences in the Parent Company which are reported directly

against shareholders’ equity were MSEK 24 (June 2007: 22; 2006: 23).
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Parent Company Cash Flow Statement

1Jul 2007 1Jan 2007 1 Jan 2006
MSEK Note — 31 Dec 2007 —30 Jun 2007 — 31 Dec 2006
Cash flow from operating activities
Operating income -20 -127 -163
Adjustments for items not included in cash flow 40 40 70 44
Interest received 19 33 74
Dividend received - 77 28
Interest paid -56 -109 -173
Paid income tax - -5 -
Cash flow from operating activities
before changes in working capital -17 -61 -180
Changes in working capital
Increase (-) / decrease (+) in inventories 3 -19 -17
Increase (-) / decrease (+) in accounts receivable 46 -15 -1
Increase (-) / decrease (+) in receivables 30 -23 -40
Increase (+)/ decrease (-) in accounts payable -60 35 -18
Increase (+) / decrease (-) in short-term liabilities -27 0 -29
Cash flow from operating activities -25 -83 -285
Cash flow from investing activities
Acquisition of tangible fixed assets 23 -28 -15 -24
Sale of tangible fixed assets 24-27 -7 - -
Acquisition of shares in subsidiaries 3 16 -
Divestment of subsidiaries 44 - 1254 441
Change in net lending to Group companies 277 -95 135
Change in non-interest-bearing receivables 0 0 114
Change in interest-bearing receivables 0 0 10
Cash flow from investing activities 245 1160 676
Cash flow from financing activities
Net change, overdraft facilities -36 15 -114
Repayment of loans -1373 -2316 -524
Loans received 1241 1234 282
Cash flow from financing activities -168 -1067 -356
Cash flow for the year 52 10 35
Cash and cash equivalents, opening balance 64 54 19
Cash and cash equivalents, closing balance 116 64 54




Notes

NOTE 1| GENERAL INFORMATION

Duni AB and its subsidiaries operate internationally and are leaders within
attractive quality products and concepts for table setting as well as packa-
ging for take-aways. The Group develops, manufactures and sells functio-
nal and attractive concepts and products for serving and packaging of
meals. The Group enjoys a leading position thanks to a combination of
high-quality, established customer relations, a well-reputed brand, and
strong local presence in Europe.

The Parent Company is a registered limited company with its registered
office in Malmo, Sweden. The address of the head office is Box 237, 201 22
Malmo, Sweden, and the web address is www.duni.com. Duni is listed on
the OMX Nordic Exchange Stockholm under the ticker name “DUNI”.

These consolidated financial statements were approved for publication by
the Board of Directors on 25 March 2008. The consolidated financial state-
ments may be changed by the Company’s owners after approval by the Board.

Unless otherwise specifically stated, all amounts are reported in million
kronor (MSEK). Information in brackets relates to the preceding financial years,
viz. 1 January 2007-30 June 2007 and 1 January 2006—31 December 2006.

NOTE 2 | SUMMARY OF IMPORTANT ACCOUNTING
PRINCIPLES

Accounting principles

‘The most important accounting principles applied in the preparation of
these consolidated financial statements are stated below. Unless otherwise
stated, these principles have been applied consistently for all presented years.

2.1Bases for preparation of the financial statements

The consolidated financial statements for the Duni Group have been pre-
pared in accordance with the Swedish Annual Reports Act, RR 30:06
”Supplementary reporting rules for groups”, and International Financial
Reporting Standards (IFRS) as adopted by the EU, as well as interpreta-
tion statements issued by the International Financial Reporting Interpre-
tations Committee (IFRIC). The consolidated financial statements have
been prepared in accordance with the purchase method, other than with
respect to financial assets and liabilities (including derivative instruments)
valued at fair value via the income statement.

The preparation of financial statements in compliance with IFRS
requires the use of a number of important estimations for accounting pur-
poses. Furthermore, when applying the Group’s accounting principles,
management must make certain assessments. The areas which involve a
high degree of assessment, which are complex, or such areas in which
assumptions and estimations are of material significance for the consolida-
ted financial statements, are set forth in Note 4.

The Parent Company applies the Swedish Annual Accounts Act and
RR 32:06, Reporting for legal entities. In those cases where the Parent
Company applies different accounting principles than the Group, such
fact is stated separately at the end of this note.

2.1.1 Implementation of new accounting standards

At the time of the preparation of the consolidated financial statements as
of 31 December 2007, several standards and interpretations have been
published which have not yet entered into force. Duni will not apply any
of these standards and interpretations prematurely. Presented below is a
preliminary assessment of the impact that the implementation of these
standards and opinions may have on Duni’s financial statements:

1) These standards and interpretation statements have not yet been adopted by the EU.

IAS 1 (Revised) Presentation of financial statements?)

‘The revision, which is aimed at improving the user’s ability to analyze and
compare information in the financial statements, enters into force on 1
January 2009 and applies to financial years commencing after that date.
Duni has not yet evaluated how the revision will affect the presentation of
the Group’s financial statements.

IAS 23 (Revised) Borrowing costs?

‘The main change is that the possibility to book certain borrowing costs
directly has been removed. This applies to borrowing costs related to assets
which take an appreciable time to complete for use or sale. Such borrowing
costs must be capitalized. The revision enters into force on 1 January 2009.
Duni’s preliminary assessment is that the application of this revision is not
expected to have any impact on the Group’s financial statements.

IFRS 2 Share-based payment (Revised) — vesting conditions and cancellations”
'The revision enters into force on 1 January 2009. The revision affects the
definition of vesting conditions and introduces a new concept, “non-vest-
ing conditions”. The standard states that non-vesting conditions must be
taken into account when estimating the fair value of the equity instru-
ment. Goods or services which are received by a counterparty who satisfies
all other vesting conditions shall be reported irrespective of whether or not
non-vesting conditions are satisfied. This revision is not expected to have
any impact on Duni’s financial statements.

IAS 27 (Revised) Consolidated and separate financial statementsV

The revision enters into force on 1 July 2009 and applies to financial years
commencing after that date. The revision entails, among other things, that
the income relating to minority owners must always be reported even if
this entails that the minority share is negative; that transactions with mino-
rity shareholders must always be reported in shareholders’ equity; and that
in the event a parent company loses its controlling influence, the remain-
ing share shall be revalued at fair value. The revision of the standard will
affect reporting of future transactions.

IFRS 3 (Revised) Business combinations!
'The standard enters into force on 1 July 2009 and applies to financial years
commencing after that date. The standard is to be applied going forward, i.e.
itis to be applied to business combinations which take place after the stan-
dard enters into force. The standard entails a number of changes upon the
preparation of acquisition analyses. The biggest changes occur within the
definition of business, goodwill and valuation of Minority interest, conditio-
nal purchase prices, transaction costs, transactions with minority owners, as
well as step acquisitions. The definition of business clarifies which criteria are
to apply when the acquisition is deemed to relate to a business; in the case of
an acquisition including a minority interest, an alternative valuation method
is introduced entailing that the minority interest may be valued at fair value,
as a consequence of which the minority interest will include a proportionate
share of goodwill. Transaction costs may no longer be included in the acquisi-
tion value but, rather, are to be booked as costs when incurred.

Changes in the Parent Company’s ownership stake are to be reported
as a transaction within shareholders” equity and thus will not lead to a
profit or loss in the income statement or to a change in reported good-
will; and in the case of step acquisitions, previously owned shares are to
be revalued as per the date when a controlling influence arises, and not
as presently where valuation takes place in conjunction with each acqui-
sition. Duni will apply the standard commencing 1 January 2010. The
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revision of the standard will not have any effect on previously imple-
mented acquisitions, but will affect the reporting of future transactions.

IFRS 8 Operating segments

The standard enters into force on 1 January 2009 and applies to financial
years commencing after that date. The standard addresses the division of a
company’s business into various segments. According to the standard, the
Company must apply the internal reporting structure as a basis and define
reportable segments based on this structure. Duni’s preliminary assessment
is that this standard will not entail the reporting of any new segment.

IFRIC 12 Service concession arrangements 1)

The interpretation statement enters into force on 1 January 2008 and app-
lies to financial years commencing after that date. The statement addresses
the arrangements where a private company is to construct infrastructure
for the provision of a public service for a specified period of time. The
company receives payment for such service during the term of the agree-
ment. IFRIC 12 is not expected to have any impact on the consolidated
financial statements.

IFRIC 13 Customer loyalty programs V)

The interpretation statement enters into force on 1 January 2008 and app-
lies to financial years commencing after that date. The interpretation clari-
fies how obligations to deliver cost-free or discounted goods or services to
customers who qualify for such through points, etc. earned on their pur-
chases are to be reported and valued. IFRIC 13 is not expected to have any
impact on the consolidated financial statements.

IFRIC 14 The limit on a defined benefit asset, minimum funding require-
ments and their interaction V

The interpretation opinion enters into force on 1 January 2008 and app-
lies to financial years commencing after that date. IFRIC 14 is not expec-
ted to have any impact on the consolidated financial statements.

2.2 Consolidated reporting

Subsidiaries

Subsidiaries are all companies (including companies for specific purposes)
where the Group is entitled to formulate financial and operational strate-
gies in a manner which normally is a concomitant of a sharcholding in
excess of 50% of the voting rights of shares or participating interests or
where the Group, through agreements, exercises a sole controlling influ-
ence. Subsidiaries are included in the consolidated financial statements
commencing the day on which the controlling influence is transferred to
the Company. They are removed from the consolidated financial state-
ments as of the day on which the controlling influence ceases.

The purchase method is used for reporting the Group’s acquisitions of
subsidiaries. The purchase method for an acquisition consists of fair value
of assets which are provided as payment, issued equity instruments, and
incurred or assumed liabilities as per the transfer date, plus expenditures
directly related to the acquisition. Identifiable acquired assets and assu-
med liabilities and contingent liabilities in a business combination are ini-
tially valued at fair value on the acquisition date, irrespective of the scope
of any minority interest. The surplus, consisting of the difference between
the acquisition value and the fair value of the Group’s share of the identifi-
able acquired assets, liabilities and contingent liabilities, is reported as
goodwill. Where the acquisition value is less than the fair value for the
acquired subsidiary’s assets, liabilities and contingent liabilities, the diffe-
rence is reported directly in the income statement.

Intra-group transactions and balance sheet items, as well as unrealized
profits on transactions between Group companies, are eliminated. Unrea-
lized losses are also eliminated, but any losses are regarded as an indication
that a need for a write-down may exist. Where appropriate, the accoun-
ting principles for subsidiaries have been changed to ensure consistent
application of the Group’s principles.

Transactions involving minority shares

‘The Group applies the principle of reporting transactions with minority share-
holders as transactions with third parties. Upon the acquisition of minority
shares, where the received purchase price exceeds the acquired share of repor-
ted value of the subsidiary’s net assets, the difference is reported as goodwill.
Upon sales to minority shareholders, where the received purchase price dif-
fers from the reported value of the share of the net assets which are sold, a
profit or loss arises. This profit or loss is reported in the income statement.

Affiliated companies

Affiliated companies are all companies in which the Group has a significant,
but not controlling, influence, which generally is the case with stakes of be-
tween 20% and 50% of the voting capital. Holdings in affiliated companies
are reported in accordance with the equity method and initially valued at
the acquisition value. At present, the Group has no affiliated companies.

2.3 Segment reporting

A line of business consists of a group of assets and operations which pro-
vide products or services that are exposed to risks and possibilities which
differ from those applicable to other lines of business. Geographic areas
provide products or services within an economic environment which is
exposed to risks and possibilities which differ from those applicable to
other economic environments. For a detailed description, see Note 5.

2.4 Translation of foreign currency

Functional currency and reporting currency

Items included in the financial statements for the various units in the Group
are valued in the currency which is used in the economic environment in
which the relevant company primarily operates (functional currency). In the
consolidated financial statements, Swedish kronor (SEK) are used; this is the
Parent Company’s functional currency and reporting currency.

Transactions and balance sheet items

Transactions in foreign currency are translated to the functional currency
in accordance with the exchange rates applicable on the transaction date.
Currency gains and losses which arise in conjunction with payments of
such transactions and in conjunction with translation of monetary assets
and liabilities in foreign currency at the closing day rate are reported in the
income statement. Exchange rate differences on lending and borrowing
are reported in the net financial items, while other exchange rate differen-
ces are included in the operating income.

Group companies

The results and financial position of all Group companies (of which none
have a high inflation currency as functional currency) which have a diffe-
rent functional currency than the reporting currency, are translated to the
Group’s reporting currency in accordance with the following:

a) assets and liabilities for each of the balance sheets are translated at the
closing day rate;

b) income and expenses for each of the income statements are translated at
the average exchange rate;

¢) all exchange rate differences which arise are reported as a separate part
of shareholders’ equity.

Upon consolidation, exchange rate differences which arise as a consequence
of translation of net investments in foreign operations are transferred to share-
holders’ equity. Upon the full or partial divestment of a foreign business, the
exchange rate differences which are reported in shareholders equity are trans-
ferred to the income statement and reported as a part of capital gains/losses.

Goodwill and adjustments of fair value which arise upon the acquisi-
tion of a foreign business are treated as assets and liabilities of such busi-
ness and translated at the closing day rate.

2.5 Cash flow statement
The cash flow statement is prepared in accordance with the indirect



method. The reported cash flow covers only transactions which result in
payments being received or made. Cash and cash equivalents in the cash
flow statement accord with the definition of cash and cash equivalents in
the balance sheet, subject to the exception that in 2006 no escrow bank
balances are included since these funds are expected to be settled 3 months
after the balance sheet date.

2.6 Revenue

Revenue recognition

Revenue include the fair value of what has been, or is to be, received for
sold goods in the Group’s current operations. Revenue are reported exclu-
sive of value added tax, returns and discounts and after elimination of
intra-group sales.

Duni reports revenue when the amount when can be measured in a
reliable manner and it is likely that future economic benefits will accrue to
the Company. The revenue amount is not deemed measurable in a reliable
manner until all obligations associated with the sale have been fulfilled or
have lapsed. Duni bases its assessments on historic results and thereupon
takes into consideration the type of customer, type of transaction and spe-
cial circumstances in each individual case.

Sales of goods are reported as revenue when a Group company has deli-
vered products to customers and when responsibility for the products has
passed to the customer. The responsibility is governed by the delivery
terms and conditions. The customer’s acceptance consists of delivery
approval, conditions for approval having expired, or the fact that the
Group has objective evidence for all criteria for approval being fulfilled.
Delivery does not occur before the products have been dispatched to a
designed place and the risks and possibilities associated with the products

(obsolescence, result upon future sale) have passed to the customer.

Dividend income
Dividend income is reported when the right to receive the payment has

been established.

2.7Intangible assets

Goodwill

Goodwill comprises the amount by which the acquisition value exceeds
the fair value of the Group’s share of the identifiable net assets of acquired
subsidiaries at the time of acquisition. Goodwill on acquisition of subsidi-
aries is reported as intangible assets. Goodwill is reviewed annually to
identify any need for write-down and reported at acquisition value less
accumulated write-downs. Write-downs of goodwill are not reversed. Pro-
fits or losses upon the divestment of a unit include remaining reported
value on the goodwill which relates to the divested unit.

When assessing any need for write-down, goodwill is allocated over
cash-generating units. The allocation is made on the cash-generating units
or groups of cash-generating units which are expected to benefit from the
business combination which gives rise to the goodwill item. Detailed
information regarding Duni’s definition of cash-generating units upon the
allocation of goodwill is provided in Note 23.

Trademarks and licenses

Acquired trademarks and licenses are reported at acquisition value. Trade-
marks and licenses have a determinable useful life and are reported at
acquisition value less accumulated amortization. Amortization takes place
on a straight-line basis in order to allocate the cost for trademarks and
licenses over their assessed useful life (3-10 years).

Research and development
Capitalized research expenditures relate primarily to expenditures for the
implementation of the SAP business system. Research expenditures are
booked when incurred.

Expenditures incurred in development projects (relating to design and
testing of new or improved products) are reported as intangible assets

when the following criteria are fulfilled:

(a) it is technically feasible to finish the intangible asset so that it can be
used or sold;

(b) management intends to finish the intangible asset and use or sell it;

(c) conditions exist to use or sell the intangible asset;

(d) the way in which the intangible asset will generate probable future eco-
nomic benefits can be demonstrated;

(e) adequate technical, financial and other resources exist to complete the
development and to use or sell the intangible asset; and

(f) the expenditures which relate to the intangible asset during its develop-
ment can be calculated in a reliable manner.

Other development expenditures which do not fulfill these conditions
are reported as expenses when incurred. Development expenditures pre-
viously reported as an expense are not reported as an asset in a subsequent
period. Capitalized development expenditures are reported as intangible
assets and amortization takes place from the time when the asset is finished

for use, on a straight-line basis over the assessed useful life (3-10) years.

2.8 Tangible fixed assets

Buildings and land include primarily plants and offices. All tangible fixed
assets are reported at acquisition value less depreciation. The acquisition
value includes expenditures directly related to the acquisition of the asset.

Additional expenditures are added to the reported value of the asset or
reported as a separate asset only where it is likely that the future economic
benefits associated with the asset will vest in the Group and the asset’s
acquisition value can be measured in a reliable manner. Reported value for
the replaced part is removed from the balance sheet. All other forms of
repairs and maintenance are reported as expenses in the income statement
during the period in which they are incurred.

No depreciation takes place for land. Depreciation on other assets, in
order to allocate their acquisition value down to the estimated residual
value over the estimated useful life, takes place on a straight-line basis in
accordance with the following:

Type of asset Useful life
Buildings 20-40 year
Paper machinery 17 year
Other machinery 10 year

Vehicles Syear
Equipment, tools and installations 3-8 year

The residual value and useful life of the assets are assessed on each balance
sheet date and adjusted as required.

Profits or losses from divestments are established through a comparison
between the sales revenue and the reported value, and are reported in other
operating revenue or other operating expenses in the income statemen.

2.9 Write-down of non-financial assets

With respect to goodwill and other assets with an undetermined useful life,
an annual assessment is conducted to ascertain that the recovery value, i.e.
the net realizable value or the use value, whichever is higher, exceeds the
reported value. With respect to other non-financial assets, a similar assess-
ment is carried out as soon as there are indications that the reported value is
too high. The asset’s value is written down to the recovery value as soon as it
is shown that it is lower than the reported value.

2.10 Leasing

Fixed assets which are used via leasing are classified in accordance with the
financial terms of the leasing agreement. Leasing of fixed assets, where the
Group in all essential respects holds the financial risks and benefits associ-
ated with ownership, is classified as financial leasing. Financial leasing is
reported at the beginning of the leasing period at the fair value of the lea-
sing object or the present value of the minimum leasing fees, whichever is
the lower. Other leasing agreements are classified as operational leasing.
Payments made during the leasing term (less deductions for any incentives
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from the lessor) are reported as an expense in the income statement on a
straight-line basis over the leasing term.

2.1 Financial assets

The Group classifies its financial assets in the following categories: finan-
cial assets at fair value through profit or loss, and loans and receivables.
The classification depends on the purpose for which the financial asset was
acquired. Management determines the classification of the financial assets
on the first reporting occasion and reviews this decision on each subse-
quent reporting occasion.

General principles

Purchase and sales of financial assets are reported on the transaction day —
the date on which the Group undertakes to purchase or sell the asset. Finan-
cial instruments are initially reported at fair value plus transaction expenses,
which applies to all financial assets which are not reported at fair value
through profit or loss. Financial assets at fair value through profit or loss
are initially reported at actual value, while related transaction expenses are
reported in the income statement. Financial assets are removed from the
balance sheet when the right to receive cash flows from the instrument has
expired or has been transferred and the Group has largely transferred all risks
and benefits associated with the ownership. Financial assets at fair value
through profit or loss are reported after the acquisition date at fair value.
Loans and receivables are reported at accrued acquisition value applying the
effective annual interest rate method.

Fair value of listed financial assets corresponds to the listed bid price on
the balance sheet date. Fair value of unlisted financial assets is determined
by using valuation techniques, for example recently completed transac-
tions, the price of similar instruments or discounted cash flows. Fair value
of forward currency contracts is determined based on the applicable futu-
res rate on the balance sheet date, while interest rate swaps are valued
based on future discounted cash flows.

The Group assesses on each balance sheet date whether there is any
objective evidence of the need for a write-down of a financial asset or a
group of financial assets, such as the discontinuation of an active market
or that it is unlikely that the debtor will be to meet its obligations. An
assessment of write-down of accounts receivable is described below in
”Loans and receivables”.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets that are
held for trading. A financial asset is classified in this category if it is acquired
primarily in order to be sold within a short time. Derivatives are classified as
held for trading if they are not identified as hedge instruments. Duni holds
derivatives in the form of futures contracts, interest rate swaps on borrowing
as well as financial contracts in the form of energy derivatives. Duni does not
apply hedge accounting pursuant to IAS 39 and thus these derivatives are pla-
ced in this category with the change in value being reported through profit or
loss. Changes in value of derivatives held to hedge components attributable to
lending and borrowing are reported as financial items. Other changes in value
of derivatives are reported in the operating income.

Loans and receivables

Loans and receivables are financial assets which are not derivatives. They
have determined or determinable payments and are not listed on an active
market. They are included in current assets, with the exception of items with
maturity dates occurring more than 12 months after the balance sheet date,
which are classified as fixed assets. A write-down of accounts receivable is
reported in the income statement in the sales function and a write-down of
loan claims is reported as a financial item.

Loans and receivables are initially reported at fair value and thereafter
at accrued acquisition value applying the effective annual interest rate
method, less any provisions for depreciation. Provision is made for depreci-
ation of accounts receivable when there is objective evidence that the Group

will be unable to receive all amounts which are due and payable according to
the original terms of the receivable. Significant financial difficulties of the
debror, the probability that the debtor will go into insolvent liquidation or
undergo financial restructuring, and non-payment or delayed payment (in
default of payment more than 30 days) are regarded as indications thata
need for write-down may exist. The size of the provision is determined by
the difference between the reported value of the asset and the present value
of the assessed future cash flows.

2.12 Inventories

Inventories are reported at the acquisition value or the net realizable value,
whichever is lower. The acquisition value is determined using the first in,
first out method (FIFO). The acquisition value of finished goods and
work in progress consists of design expenses, raw materials, direct salaries,
other direct expenses and associated indirect manufacturing expenses
(based on normal production capacity). Loan expenses are not included.
The net sales value is the estimated sales price in the current operations,
less applicable variable selling expenses.

2.13 Cash and cash equivalents

Cash and cash equivalents in the balance sheet include cash and bank
balances as well as escrow bank balances which are expected to be settled
within 12 months of the balance sheet date. Cash and cash equivalents in

the cash flow analysis include only cash and bank balances; see section 2.5.

2.14 Financial liabilities

The Group classifies its financial liabilities in the following categories:
Financial liabilities at fair value through profit or loss and financial liabilities
atamortised cost. The classification depends on the purpose for which the
financial liability was acquired. Management determines the specification of
the financial liabilities on the first reporting occasion and reviews this deci-

sion on each subsequent reporting occasion.

Financial liabilities at fair value through profit or loss

Derivative instruments with a negative fair value which do not meet the
criteria for hedge accounting are valued at fair value through profit or loss.
For a description of the derivative instruments held by Duni and for
further information regarding reporting, see section 2.11 "Financial assets
at fair value through profit or loss”.

Financial liabilities valued at amortised cost

Borrowing and other financial liabilities, e.g. accounts payable, are inclu-
ded in this category. Financial liabilities are valued initially at fair value,
net after transaction expenses. Financial liabilities are thereafter valued at
amortised cost and any difference between the received amount (net after
transaction expenses) and the repayment amount is reported in the
income statement, allocated over the period of the loan, applying the
effective annual interest rate method. The prepayment fee upon prema-
ture redemption of loans is reported in the income statement at the time
of redemption. Loan expenses affects the result for the period to which
they relate. Issued dividends are reported as loans after the Annual Gene-
ral Meeting has approved the dividend.

The fair value of the debt part of the mezzanine loan with related
warrants is determined through use of a market interest rate for an
equivalent debt without warrants. This amount is reported as a liability
at amortised cost. The remaining part of the received amount relates to
the warrants. This is reported in shareholders’ equity, net after tax. The
Duni Group’s mezzanine loan and attached warrants were redeemed
during the financial year 1 January 2007 — 30 June 2007. For a descrip-
tion of these loans, see Note 34, the section entitled "Borrowing before
March 2007”.

Borrowing and other financial liabilities are classified as short-term lia-
bilities unless the Group has an unconditional right to defer payment of
the liability for at least 12 months after the balance sheet date.



2.15 Income tax

Reported income tax includes tax which is to be paid or received regarding
the current year, adjustments regarding the relevant tax for previous years,
and changes in deferred taxes.

All tax liabilities/tax assets are valued at the nominal amount in accor-
dance with the tax rules and tax rates decided upon or announced and
which in all likelihood will be established.

With respect to items reported in the income statement, the associated
tax consequences are also reported in the income statement. The tax con-
sequences of items which are reported directly against shareholders’ equity
are reported against shareholders’ equity.

Deferred tax is calculated in accordance with the balance sheet method
on all temporary liabilities which arise between reported and tax values of
assets and liabilities.

Deferred tax assets with respect to loss carry-forwards and other future
taxable deductions are reported to the extent it is likely that the deduction
may be set off against surpluses in conjunction with future payments.
Deferred tax liabilities relating to temporary differences attributable to
investments in subsidiaries and branches are not reported in the consoli-
dated financial statements since the Parent Company can, in all cases,
determine the date for reversal of the temporary differences and it is not
deemed likely that a reversal will take within the foreseeable future.

2.16 Compensation to employees

Pensions

Duni has various pension plans. The pension plans are normally financed
through payments to insurance companies or manager-administered
funds, where the payments are determined based on periodic actuarial cal-
culations. Duni has both defined benefit plan and defined contribution
plan. A defined contribution pension plan is a pension plan pursuant to
which Duni pays fixed fees to a separate legal entity. Duni has no legal or
informal obligations to pay additional fees if the legal entity has insufficient
assets to pay all compensation to employees relating to the employee’s ser-
vice during a current or earlier period. A defined benefit pension plan is a
pension plan which is not a defined contribution plan. The distinguishing
feature of defined benefit plans is that they state an amount for the pension
benefit an employee will receive after retirement, normally based on one or
more factors such as age, period of employment and salary.

‘The liability reported in the balance sheet with respect to defined bene-
fit pension plans is the present value of the defined benefit plan obligation
on the balance sheet date, less the fair value of the plan assets and adjusted
for non-reported actuarial profits and losses, as well as unreported expen-
ses relating to employment during previous periods. A defined benefit
plan obligation is calculated annually by independent actuaries applying
the projected union credit method. The present value of a defined contri-
bution plan obligation is determined by discounting the estimated future
pension payments using the rate of interest on first class corporate bonds
issued in the same currency as the currency in which payments are to be
made, with terms to maturity comparable to the relevant pension liability.

Actuarial profits and losses arising from experienced-based adjust-
ments and changes in actuarial assumptions in excess of 10% to the value
of the plan assets, and 10% of the obligation, are booked as expenses or
income over the estimated average remaining period of employment of
the employees.

Expenses relating to employment in earlier periods are reported directly in
the income statement unless changes in the pension plan are conditional
on the employees remaining in service during a stated period (the vesting
period). In such cases, the expenses regarding employment during earlier
periods are allocated on a straight-line basis over the vesting period.

In respect of defined contribution pension plans, Duni pays fees to
publicly or privately administered pension insurance plans pursuant to
contractual obligations or on a voluntary basis. The Group has no further
payment obligations when the contributions are paid. The contributions
are reported as personnel expenses when they fall due for payment. Pre-

paid contributions are reported as an asset to the extent the Company may
benefit from cash repayments or a reduction in future payments.

Compensation upon termination of employment

Compensation upon termination of employment is paid when an
employee’s employment is terminated by Duni prior to the normal retire-
ment date or when an employee accepts voluntary severance in exchange
for certain compensation. Duni reports severance compensation when the
Group is demonstrably obliged either to terminate an employee pursuant
to a detailed formal plan without the possibility of recall, or to provide
compensation upon termination as a result of an offer made to encourage
voluntary retirement. Contributions which fall due more than 12 months
after the balance sheet date are discounted to present value.

2.17 Provisions

Provisions for, primarily, restructuring expenses but also any legal claims
are reported when, as a consequence of earlier events, the Group has a
legal or informal obligation, it is likely that an outflow of resources will be
required to settle the obligation, and the amount can be calculated in a
reliable manner. Duni reports allocations for restructuring expenses; see
Notes 9 and 37. No provisions are made for future operating losses.

2.18 Fixed assets held for sale and divested businesses

Fixed assets which are held for sale (or divestment groups) are classified as
fixed assets held for sale if their reported value will primarily be recovered
through a sales transaction, not through ongoing use. Fixed assets (or divest-
ment groups) classified as fixed assets which are held for sale are reported at
the reported value or the fair value less sales costs, whichever is the lower.
Such assets may constitute a part of a company, a divestment group or an
individual fixed asset. As regards the reported financial year, Duni has no
assets which meet the criteria for reporting as fixed assets held for sale.

A discontinued operation is a part of a company which either has been sold
or is classified as held for sale and (a) constitutes an independent line of busi-
ness or a significant operation which is conducted within a geographic area;
(b) constitutes a part of a single, coordinated plan for sale of an independent
line of business or a geographic area; or (c) is a subsidiary which was acquired
exclusively in order to be sold on. Divestments of the sub-groups, Duni Ame-
ricas and deSter, are reported as divested businesses. The consolidated income
statement includes the result after tax (including the capital gain) reported as a
separate item, "Net income for the year from divested businesses”. Reclassifi-
cation has taken place of comparison figures in the income statement. Infor-
mation is provided in Note 44 regarding sales, operating income and cash
flows for discontinued operations. Divestments for each year are not reported
in the balance sheet as divestment groups which are held for sale, since deci-
sions and divestments have taken place within the same financial year.

2.19 Government subsidies

Government subsidy is reported at fair value where it is reasonably certain
that subsidy will be received and that Duni will meet the requirements
associated with the subsidy. Government subsidy which relates to expen-
ses is allocated over the period and reported in the income statement over
the same periods as the expenses which the subsidy is intended to cover.
Regarding valuation of received emission rights, see section 2.20.

2.20 Emission rights

Duni participates in the EU’s emission rights trading system. Received emis-
sion rights are initially valued at the acquisition value, i.e. SEK 0. Revalua-
tions do not take place. A provision is made if an emission rights deficit is
identified between owned rights and the rights which will need to be delive-
red due to emissions made. The value of any surplus emission rights is repor-
ted only when realized upon an external sale.

2.21Earnings per share
'The calculation of earnings per share is based on the income for the period
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(total, from continuing and discontinued operations) in the Group relating
to the equity holders of the Parent Company and on the weighted average
number of shares outstanding during the period. When calculating earnings
per share after dilution, the earnings and the average number of shares are
adjusted to take into consideration the dilution effects of potential shares of
common stock, which during the periods reported consist of convertible
debentures and warrants. Dilution from warrants arises only where the exer-
cise price is lower than the market value of the shares, and the degree of dilu-
tion is greater, the greater the difference between the exercise price and the
market value. Convertible debentures and warrants are not deemed to have a
dilution effect if they result in improved earnings per share from continuing
operations (greater profit or smaller loss) after dilution than before dilution.

2.22The Parent Company’s accounting principles
The Parent Company prepares its annual report pursuant to the Swedish
Annual Accounts Act and the Swedish Financial Accounting Standards
Council’s Recommendation RR 32:06, Reporting for legal entities. RR
32:06 entails that the Parent Company’s annual report for the legal entity
shall apply all IFRS and statements approved by the EU, insofar as pos-
sible within the scope of the Swedish Annual Accounts Act and taking
into consideration the connection between reporting and taxation. The
Recommendation states which exceptions and supplements are to be
made compared with reporting pursuant to IFRS.

‘The principles as regards the Parent Company are unchanged compared
with the preceding year.

Differences between the Group’s and Parent Company’s accounting principles
Differences between the Group’s and Parent Company’s accounting prin-
ciples are set forth below. The accounting principles stated below have
been applied consistently to all periods presented in the Parent Company’s
financial statements.

Subsidiaries

Participating interests in subsidiaries are reported in the Parent Company
pursuant to the purchase method. Dividend received reported as income
only on condition that it has been earned since the acquisition. Dividends
which exceed such earned profits are regarded as a repayment of the
investment and reduce the reported value of the participating interest.

Group contributions and shareholders’ contributions

The Parent Company reports shareholders’ contributions and group con-
tributions in accordance with the opinion issued by the Emergency Issues
Task Force of the Swedish Financial Accounting Standards Council. Share-
holder contributions are reported directly against shareholder equity at the
recipient and capitalized in shares and participating interests at the provi-
der, insofar as write-down is not required. Group contributions are repor-
ted in accordance with their financial purport. Group contributions which
are provided and received in order to reduce the Group’s total tax are repor-
ted directly against retained earnings, less deduction for the relevant tax
effect. Group contributions which can be equated with dividends are
reported as a reduction in shareholders’ equity of the provider and as finan-
cial income at the recipient. A Group contribution which can be equated
with a shareholder’s contribution is reported in the manner stated above.

Intangible fixed assets

Intangible fixed assets in the Parent Company are reported at acquisition
value less deduction for accumulated amortization and any write-downs.
Amortization of goodwill takes place on a straight-line basis over an asses-
sed useful life of 20 years.

Tangible fixed assets

Tangible fixed assets in the Parent Company are reported at acquisition
value less deduction for accumulated depreciation and any write-downs in
the same manner as for the Group, but with a supplement for any write-ups.

Leased assets
All leasing agreements are reported in the Parent Company pursuant to

the rules for operational leasing.

Pension provisions
The Parent Company reports pension liabilities based on a calculation
pursuant to the Swedish Pension Obligations (Security) Act.

Income tax

Due to the connection between reporting and taxation, in the Parent
Company the deferred tax liability on untaxed reserves is reported as a
part of the untaxed reserves.

Presentation of income statement and balance sheet

The Parent Company complies with the form for presentation of income
statements and balance sheets as set forth in the Swedish Annual Reports
Act. This entails, among other things, a different presentation as regards
shareholders’ equity and that provisions are reported as a separate main
heading in the balance sheet.

NOTE 3 | FINANCIAL RISK FACTORS

3.1Financial risk factors

Duni is exposed to a number of different financial risks: market risks (inclu-
ding currency risks, interest rate risks in real value, interest rate risks in the
cash flow as well as price risks regarding energy consumption and purchasing
of pulp by the subsidiary, Rexcell Tissue & Airlaid AB’s), credit risks and
liquidity risks. Duni’s overall risk management policy focuses on contingen-
cies on the financial markets and endeavors to minimize potential unfavora-
ble effects on the Group’s financial results. The Group uses derivatives in
order to reduce certain risk exposure.

Risk management is handled by a central finance department (Trea-
sury) in accordance with policies adopted by the Board. Treasury identifies,
evaluates and hedges financial risks in close co-operation with the Group’s
operational units. The Board prepares specific policies regarding the overall
risk management and for specific areas, such as currency risks, interest rate
risks, credit risks, the use of derivative and non-derivative financial instru-
ments, as well as investment of surplus liquidity. The financial hedge esta-
blished by Duni as an element in its risk management do not qualify for
hedge accounting pursuant to the rules in IAS 39.

(a) Market risks

i) Currency risks

Duni operates internationally and is exposed to currency risks which arise
from various currency exposures. The Group’s exposure to changes in
exchange rates may be described as translation exposure and transaction
exposure.

Duni manages its translation exposure and transaction exposure by
minimizing the exposure in the individual group companies. Currency
risk is minimized, among other things through commercial transactions
primarily being carried out in the Group’s own functional currency.
Group companies’ purchases, primarily internal, may however take place
in currencies other than the functional currency and thus these companies
are exposed to a currency risk. Financial lending and borrowing in the
individual group companies takes place primarily with the Parent Com-
pany and is carried out in the individual group company’s functional cur-
rency. In accordance with Duni’s policy, the Parent Company uses for-
ward currency contracts in order to reduce the currency risk in the inter-
nal net flows and in borrowing from and lending to group companies.

* Recalculation exposure

Items included in each individual subsidiary’s annual report are calculated
based on the currency of the country where the subsidiary has its primary
financial and/or legal domicile (functional currency). The Parent Company’s



annual report is presented in Swedish kronor (SEK), which is the Group’s pre-
sentation currency. Translation from each company’s functional currency to
SEK does not give risk to any cash flow and thus this exposure is not hedged.

The Group is, however, exposed to another type of translation expo-
sure which occurs in the balance sheets of the individual group compa-
nies due to the fact that such balance sheets may include items in a cur-
rency other than such group company’s functional currency. Revalua-
tion of these items to the closing day rate is included in the Group’s
result. This type of translation exposure is addressed in the sections
below. The financial borrowing and lending in the individual group
companies is primarily internal through the Parent Company and in the
respective group company’s functional currency. In this manner, cur-
rency exposure regarding these items has been centralized on the Parent
Company. In the Parent Company, 100% of the financial borrowing
and lending is hedged in accordance with the Group’s policy, and thus a
change in exchange rates has no effect on the result. Note 31 presents
the value and nominal amounts regarding forward currency contracts
relating to financial borrowing and lending in the Parent Company.
Commencing the refinancing in November 2007, all external borrowing
have been made in SEK.

With respect to the consolidated group, apart from that which is stated
below the translation exposure in the individual group companies’ wor-
king capital is assessed as minor since these items are, in all essential
respects, denominated in each individual group company’s functional cur-
rency. Such currency exposure as does exist is assessed as relating to the
Group’s accounts receivable to some extent, but mainly to the Group’s
accounts payable, primarily internal but also to a smaller extent external.
The internal receivables and liabilities are eliminated in the consolidated
Group and any translation is reported in the income statement, similarly
to the external receivables and liabilities,

Had all currencies been 5% higher/lower, the Group’s result due to expo-
sure in the individual group companies and the consolidated balance sheet
items would have been approximately +/- MSEK 13 (June 2007: +/- MSEK
24;2006: +/- MSEK 21). Corresponding figures for the Parent Company
are +/- MSEK 21 (June 2007: +/- MSEK 18; 2006: +/- MSEK 13).

* Transaction exposure

As mentioned above, each individual group company endeavors to mini-
mize the number of transactions in currencies other than its own functional
currency. Thus, when one company purchases from another company, the
internal flows may take place in currencies other than the company’s own
functional currency. The exposure internally is minimized through netting
agreements; internal transactions are netted in order to reduce the number
of transactions. The netting system is handled centrally by Treasury. Duni’s
risk management policy is to hedge 75% of the anticipated internal cash
flows during a period of 0-6 months, 50% during a period of 7-12 months
and 10% during the coming 13-18 months, with a possible variation of +/-
10%. Note 31 sets forth the value and nominal amounts regarding the cur-
rency futures taken out with respect to future purchases and sales.

Duni’s exposure in future internal cash flows broken down by the lar-
gest currency calculated in terms of amount are stated below. The cur-
rency risk in each currency relates to the open position, i.e. the portion
of cash flow which is not hedged through the use of forward currency
contracts. The analysis below shows how a change in the respective
exchange rate of +/- 5% would affect the result.

31 Dec 2007 30 Jun 2007 31 Dec 2006
Exposed Exposed Exposed
Currency flow 5% +/- flow 5% +/- flow 5% +/-
CHF 28% 1 65% 2 15% 1
EUR 45% 1 36% 3 39% 2
GBP 67% 2 13% 1 31% 3
PLN 12% -2 44% -2 52% -3

‘The Group has an indirect currency risk in USD through the subsidiary,
Rexcell Tissue & Airlaid AB. Internationally, pulp is priced in USD; a
strengthening/weakening of USD results in higher or lower purchasing
costs for the Group. However, this risk is neutralized to a certain extent
since the pulp price becomes lower or higher in the event of a strengthe-
ning/weakening of USD.

The Group’s external borrowing corresponds to approximately 5% of
the internal net lending. The Group does not have a policy of hedging
interest payments, whether internal or external. Prior to March 2007, the
exposure in interest payments related primarily to EUR and USD; since
March 2007, the exposure relates primarily to EUR. Following the refi-
nancing in November 2007, all external borrowing is in SEK. Had the
exchange rate during 1 July — 31 December 2007 been 5% higher/lower,
the result would have been affected by -/+ MSEK 0.2 (June 2007: -/+
MSEK 2; 2006: -/+ MSEK 1). The analysis relates both to the Group and
the Parent Company.

ii) Price risks

* Energy price risks

The subsidiary, Rexcell Tissue & Airlaid AB, purchased approximately
127,305 MWh in 2007 at a cost of approximately MSEK 52; 5,106 ton-
nes of LPG for approximately MSEK 20; and consumed oil for approx-
imately MSEK 1 (2006: 113,600 MWh, MSEK 52; 5,435 tonnes LPG,
MSEK 27; and oil, MSEK 8).

Due to its energy-intensive operations, Rexcell Tissue & Airlaid AB is
exposed to risks associated with price changes for energy, primarily gas
and electricity. In those cases where the energy risk is not hedged, price
changes on the energy market will have a direct impact on the company’s
results. Rexcell Tissue & Airlaid AB reduces the risk regarding variations
in the price of electricity through use of derivatives in order to hedge the
electricity price. An energy price change of +/- 5% for the energy used by
Rexcell Tissue & Airlaid AB affects the results for 2007 by -/+ approx.
MSEK 1 (June 2007: -/+ MSEK 2; 2006: -/+ MSEK 5).

As per 31 December 2007, Rexcell Tissue & Airlaid AB had 5,274
unused discharge rights with a market value of MSEK 0.

The assessment for 2008 is that the year’s allocation, including unused
rights, will cover the year’s discharge.

* Pulp prices

OTC trading in financial contracts takes place with respect to certain
paper and pulp products, i.e. there is a possibility to reduce the risk of
fluctua