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Packaging

MARKET POSITION SHARE OF THE GRO JP
%- Net sales
3
Product: 3
ucts 3ﬂ %
Corrugated peard
packaging o . .
Container board 2 perating profit

26 %

Sales to some 50 countrigs in Europe and Asia. SCA is a full-service:
supplier of packaging solutions and offers both transport and consu-
mer packaging. Production is carried out at over 300 facilities in sore
30 couniries.

MARKET POSITION SHARE OF THE GROUP
&
g Net sales
=
Product: 1]
lucts ﬂ? %
Publication papers 6
Solid-wood products 8

Operating profit

Private forest holdings i 28 %

Sales primarily in Europe but also in North America and Japan. Produc-
ticn comprises publication papers, pulp and solid-wood products.
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North America

Personal Care Tissue
MARKET POSITION SHARE OF THE GROUP MARKET POSITION SHARE OF THE GROUP
-4 g Net sales § 5 Net sales
£ 3 = 3 32
Products [T ] Zﬂ % Products 2 O Sﬂ %
Incentinence Cansumer
carg 1.3 1 o " tissue 1 - 4 a \ )
Babydiepers 2 - 3 pereing proft Tsuator perating profi
i - bulk consumers
Femininecare 3 5 29% _AFH 1 3 3 1'7%
Sales in some 90 countries worldwide. The business area compri- Sales in some 80 countries worldwide. Tissue consists of toilet and
ses three product segments: incontinence care, baby diapers and household paper, facial tissue, handkerchiefs and napkins. Production
feminine care. Production is carried out at 21 plants in 18 countries. is carried out at 35 facilities in 19 countries.




The year at a glance

Net sales amounted to SEK 105,913m (101,439).

Profit for the year amounted to SEK 7,161m (5,467).

Earnings per share amounted to SEK 10.16 (7.75).

SCA strengthened its product offering within all segments

with new innovative products.

Revaluation of the forest assets and efficiency enhance-
ment measures of a one-time nature improved earnings by

a net amount of SEK 300m.

Proposed dividend is SEK 4.40 (4.00) per share.

Earnings, dividend and cash flow per share
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Net sales and operating margin
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Net sales

O eamnings . . Operating cash fow == Dividend = Operating margin
Key figures
2007 2006 2005

SEK ELR" SEK  EUR" SEK  EUR"
Netsaies SEKTVELAm 105913 11456 101439 10972 €6385_ 10396
Profit before tax, SEKmVEURM o 8237  H9l 6833 739 433 47
Profit for the year, SEKTVEURm 1061 75 Sd67 591 454 49
Profit for tha year, SEKm 2 . _ . _ G6go8& 5467 4435 B
Earnings per share, SEK o 1016 775 061 _
Earnings per share, SEK @ .80 775 5.30
Cash flow trom currert operations per share, SEK 642 385 . B2z
Dividend, SEK® o 440 400 347 .
Strategic investments incl. acquisitions, SEKMVEURm _ -5.887 437  -1.258  -136 2,514 =271
Ecuity, SEKMVELIRM 84278 6592 58963 6518 57,11G 6,081
Return on equity, % _ o 12 9 1
Debt/equity ratio, multiple o 0.58 - 0.62 o Q.70
Average number of emplayeas 50,433 51,022 51,902

" Sea pages 60 and 61 for exchanga ratas.
A Excluding items affecting comparability.
A Proposad dividend.
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SCA at a glance -
A global consumer goods and paper company

SCA creates value through knowledge of the needs of customers
and consumers, a regional presence and efficient production. We
develop, produce and market personal care products, tissue, pack-
aging, publication papers and solid-wood products. We operate in
more than 90 countries.

More than half of our sales comprise consumer products where the
end-users are private individuals and households. Every day our
products reach hundreds of millions of people around the world.
The products are sold under glohal brands, such as TENA and Tork,
as well as strong regional brands including Zewa, Tempo, Libero,
Drypers and Saba. Sales are increasing in emerging markets.

Our packaging solutions are mainly used to transport food, indus-
trial products and consumer durables. They are also used in point-
of-sale packaging for product promotion to end-consumers in the
store. In our forest products operations key products include high-
quality newsprint and magazine paper.

SCA has annual sales of SEK 106bn (approximately EUR 11.5bn) and
approximately 50,000 employees,

Net sales by business area Operating profit by business area

Forest Products
17%

Personal Care
21%

Forest Products
28%

Personal Care
29%

Packagirg /“ N
26%

Packaging -
31% -

31%

SCA’s value creation

Group’s largest markets

Germany
UK
us

France
Swedan
fiaky
Netherlands
Spain
Denmark
Austraia
Mexico

Belgium

SEKm
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Consumer Strengths

products

raegy o

Sea complete value creation model on pages 6and 7.

Increased value
for SCA’s stake-
holders
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CEO’s message

SCA has the strength to set terms for the future

2007 was another year of improvements for
SCA. Sales and earnings increased as did
margins. This was an important confirma-
tion in a business environment where the
challenges are now steadily intensifying.
SCA can continue to go on the offensive and
develop its global strategies from a position
of strength. Over the next few years parts of
the industry will face difficult times. For
SCA, the opportunities are considerably
greater than the threats - we have exper-
tise, consumer and customer insight, we
have the products and the market positions
and we have the financial resources to be
there and set the terms for our own future.

As a result of a good performance from all em-
ployees, SCA improved its earnings during
2007. Higher prices primarily for corrugared
board but also for tissue and solid-wood prod-
ucts as well as higher volumes and acquisi-
tions, increased net sales by 8%. Net sales were
negatively affected by divestments by 3% and
exchange rate fluctuations by 1%. Profit be-
fore tax increased by 16% 1o SEK 7,937m (ex-
cluding items affecting comparabilicy).

This result generated a rise in earnings per
share of 26% o SEK 10.16 and the Board can
therefore propose an increase in the dividend
from SEK 4 10 SEK 4.40.

One important detail was that the margin
(EBITDA} strengthened from 14.5% 1o
15.1% {excluding items affecting compara-
bility). This improvement was mainly due to
price increases as well as higher volumes and
a successive improvement of the producr mix.
The rationalization programmes carried our
over the past three years led to stronger earn-
ings, but we are working continuously with
additional efficiency enhancements. The im-
provements within Packaging were particu-
larly gratifying, but Tissue and Forest Prod-
ucts also performed well. Personal Care con-
unued to develop at a good and stable Tevel of
profitability.

These improvements were achieved in a
cost situation that sharpened during the year
when we saw substantial price increascs for
raw material such as wood, pulp and recov-

ered fibre.

ADDITIONAL EFFICIENCY
ENHANCEMENTS

But we live in a highly dynamic world with
major and rapid changes, rising pressure from
competitors and demanding consumers and
customers. This is why we need further effi-
ciency enhancements so that competitiveness
can continue to be strengthened now thar the
earlier programmes have been complered.

The new measures will run over three
years. They involve discontinuing capacity
with weak profitability within Packaging as
well as within Tissue. This wilt be facilitated
by the excellent synergies we will gain from
the integration of the acquisition of Procter &
Gamble’s European tissue operations which
was completed in October. We are also carry-
ing out a review of the sawmills in order to in-
crease productivity but also to adjust capacity
to a weaker market. The roral cost is SEK
4,900m which was charged against earnings
in the fourth quarter of 2007,

At the same time, earnings were affected by
the revaluation of our forest assets by approxi-
mately SEK 5,200m following a physical count
and a review of price trends. We continue to
have a conservative valuation of our forests,
one of the largest holdings in Europe.

The combination of these measures is an
offensive move. This is most ohvious within
Tissue where the acquisition of P&G’s tissue
operations in Europe further strengthens our
marker leadership. There are important syner-
gies in the market, such as within sales and
marketing, and within the supply chain. In
total we estimate that these will have full effect
after three years and will then amount to ap-
proximately SEK 700m per year. But the other
measures we are taking will also release re-
sources which we can use for growth within
more profitable areas.

STRATEGIC OVERVIEW

It is with enthusiasm but also with bumility,
thar | now shoulder my responsibility as CEQ
of SCA. The mere [ learn, the more impressed
I am by the expertise of my colleagues and the
growth opportunities offered by the Group’s
good global positions. SCA has an excellent
starring point from which to accelerate the

pace of value creation for consumers, custom-
ers and shareholders. Together with the Board
and management, | have therefore set in mo-
tion a strategic overview to see how we can
make faster progress. Withour anticipating
this work, I would like to point our some im-
portant themes for the Group’s development.

SCAs strategies receive strong support
from several positive factors in vur business
environment — megatrends — that provide the
long-term condirions for our value creation.

First and foremost [ would like to say thar
paper has a brighr future. No other material is
so suitable for taking care of everyday, per-
sonal, bodily hygiene. [s fast, it’s simple, it's
effective and it’s renewable,

With millions of people now leaving or
ahour to leave subsistence level poverty be-
hind them as a result of market economy, ex-
panding global trade and new jubs, we notice
that one of the highest priorities in the emerg-
ing countries is increased personal hygiene.

In the developed economies this is more
about improved hygiene and comfort, Here
we can expect growth to be lower with some
significant exceptions. It is obvious, for exam-
ple, that factors such as the rapidly ageing
population will lead to a substantial increase
in the need for personal care where inconti-
nence and other failing bodily functions re-
quire continually improved solutions.

Rising prosperity also leads to improved
household hygiene, higher demands for clean
environments, workplaces, eating places and
health care institurions. The effects of better
hygiene are not confined ro a better life they
also prolong life and save life - few individual
everyday producrs are so effective ar keeping
illness and infections at bay as our personal
care and tissue products.

Wood fibre is also suitable for modern and
effective packaging and transport solutions, a
prerequisite for the constantly rising trade
and integration in the global economy. World-
leading brands in the electronics industry
would not have such good brand exposure
and artracrively priced products withour ef-
fective and smart packaging solutions which
also meet high requirements {or environmen-
tal performance.
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CEQ’s message

“We have expertise, con-
sumer and customer insight,
we have the products and
the market positions and we
have the financial resources
to be there and set the terms
for our own future.”

4 SCA ANNUAL REPORT 2007

And then we have forest products in the
form of sawn timber, solid-wood products,
pulp and publication papers, products chat
are continually attracting new generations of
consumers and customers. Here we have good
competitiveness with regard to quality, grow-
ing demand for “natural™ materials and the
pleasure of being inspired by words and pic-
tures on paper.

The for=st is also an asset to manage and irs
value has acquired further dimensions in a
world that is going to demand significant efforts
within energy and elsewhere in order to achieve
climate neutraliry and sustainable development,
During the year, for example, we started a coop-
eration with the Norwegian energy company
Statkraft for an expansion of wind power which
will providz about 2,800 TWh when complet-
ed. Plans also include examining the feasibility
of new hydropower production.

2007 was the year when the debate about
climate chznge and sustainability ceased to be
a question zonfned to politicians and business
and found 1ts way into the consciousness of the
majority of people in the industrialized world.

For SCA, sustainability issues are not in
any way now. Sustainability has long been an
integrated part of our operations and we were
early to take the initiative with the Group tar-
get from 2001 to reduce carbon dioxide emis-
sions, to invest in green electricity and to cer-
tify our forests. We believe that a conscious
approach <o sustainability reduces our risks
and builds long-term competitiveness. The in-
vestments we make to improve energy effi-
ciency and reduce environmental impact are
made with a long-term perspective.

FOCUS ON CONSUMER PRODUCTS

The strateyric analysis is aimed at strengthen-
ing growth and profitability and designed to
achieve a careful evaluation of where we can
use our resources in the best way to increase
value creation for our stakeholders. Mega-
trends show that we have a good, stable and
long-term sustainable strategic platform. This
is a tremendous strength in times of high
rransformation pressure when asset values
and value relations are changing fast. SCA

will be one of the leaders in this transforma-
tion and play an active part in setting the
terms for its own future.

Itis of utmost importance that the hygiene
company SCA continues its long journey to-
wards consumer products within Personal
Care and Tissuc. The organic growth rare wiil
continue to be strengthened with a greater
focus on consumer-oriented innovation and
product development,

Here we musr further hone our know-
ledge of consumer preferences, particularly in
the sophisticated marure markets and equally
understand retail chains and bulk consumers
even better. They live in an mmtenscly rough
competitive situation and are now looking for
increasing support from their suppliers for
the development of new products and an ever
broader service commitment. SCA has made
considerable progress in more in-depth cus-
tomer and consumer insight and has a well-
developed cooperation with international
chains. We will continue along the route we
have staked out and intensify our efforts.

STRONG BRAND FOCUS

One future issue with high prioriry is to build
even stronger brands. The international trend
is also global brands and SCA's product areas
are no exception. We have some fine successes
to point to with TENA for incontinence prod-
ucts, Tork for AFH tissue and rhe new, thin
SecureFit for our feminine care products.

SCA's renewal of its brand straregies pri-
oritizes own brands and means that a grow-
ing number within the different product care-
gories will be collected on global platforms.
This will provide synergies in research and de-
velopment, innovation, production and eco-
nomies of scale with strategically managed
product launches. This also gives us the choice
to decide which brands we should focus on
and which we should leave over time.

At the same time we must be vigilant
about the various regional and social differ-
ences in customer and consumer preferences
in order to make the most of established posi-
tions and handle differentiation in harmony
with developments in consumer taste.



SHARPENED GROWTH STRATEGIES
When deciding where we can make best use
of our resources we must clarify our growth
strategies within all business areas both with-
in categories and for geographic expansion,
Competition for the good growth in the new
markets is already tough. It is a question of
deciding even more carefully where to enter
and continually examining wherher we should
stay. There are growing requirements for even
faster reactions in order to cartch on to new
trends in demand and invest and disinvest for
higher profitability.

We carried out one such transfer of resourc-
es when SCA divested its North American
packaging operations in 2007. We may need to
carry out more such deals when we increas-
ingly prioririze future growth acrivities.

Eastern Europe is a priority here. We have
built up efficient production structures in this
region that provide hubs for several key prod-
uct categories. Qur Zewa brand is a clear
market leader within rissue in Russia, a good
position for further expansion.

In China, we first went in with packaging
in order to serve global customers, a marker
with intense competition. This gigantic market
and India, both with growth in double digits,
are naturally of major strategic interest partic-
ularly for personal care products. We have ac-
quired a strategic holding in the Chinese tissue
manufacturer Vinda, one of the big four.

In our forest industry we have an integrat-
ed value chain with high efficiency that makes
optimal use of our own forests and provides
good results. The steady shift towards in-
creasingly developed products in profitable
segments, within both publication papers and
solid-wood products, is the right way to go in
order to increase the value of these operations.
Bur as for all SCA’s operations, structural and
operational efficiency must constantly be test-
ed against future demands and the Group’s
overall development needs. As [ have already
mentioned, this year we are carrying out effi-
ciency enhancements at our sawmills in order
to meet a less favourable market scenario.

EFFICIENCY AND COSTS

- AN EVERYDAY TASK

SCA is a large group with operations in many
markets and product areas. We conrinuously
review our internal processes and try ro sim-
plify and improve the efficiency of the way we
wuork. Once again, fast adjustment to the de-
mands of consumers and customers will shape
the winners of tomorrow.

The board and management of SCA have
a tradition of daring to implement well-timed,
far-reaching measures to keep costs in check.
We were first in the industry three years ago
to cut back capacity primarily within Packag-
ing and Tissue, which we are now consolidat-
ing with further rationalization within Tissue.
There must be no doubr thar SCA will have
world-class efficiency and productivity, which
means that productivity improvements and
restructuring of the production apparatus are
everyday tasks.

To sum up, | would like to say that SCA
has an excellent starting point from which to
grow further with profitability and create
competitive values for shareholders, consum-
ers, customers and employees with environ-
mental and social responsibility as our hall-
marks. SCA is a company with double roots in
both forest industry and consumer markets.

PROSPECTS

At the time of writing, marker trends for 2008
remain good with continued high demand
within most product areas. The exception is
solid-wood products which following a record
year in 2007 are encountering weaker demand.
But the financial anxiety, originating in the
American mortgage crisis in the second half of
2007, creates some uncertainty. So far, the ef-
fects of these changes are difficult to assess.

Jan Johansson
President and CEQ

“One future issue with high
priority is to build even
stronger brands. The inter-
national trend is also global
brands and SCA’s product
areas are no exception.”
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Value creation
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Strengths

Customer and consumer insight

In all business areas. SCA will increase the innovation rate for new products
and services, taking sustainable development into account. Leading mar-
ket positicns and the Group’s major resources make SCA an attractive
partner when customers increasingly seek complete solutions for the de-
velopment of both products and services.

Regional presence with global skills

SCA's focus means that the most efficient production and distribution takes
place in regional markets close to customers. Many of SCA’s products can-
not sustain the high costs of long-distance transport. While production is
local, most of the product offerings are global. SCA’s size and geographic
spread also provide significant economies of scale within research and de-
velopment, brand positicning and concept testing.

Efficient production

SCA has a long tradition of continuous, sustainable improvement in the
production structure and realization of the Group's synergies throughout
the production chain. This was intensified in recent years by the efficiency
enhancement programmes. SCA’s own raw material base aflows cost con-
trol through efficient raw material integration.

Sustainable development

Sustainable development has been a key part of SCA's business
model and product offering for many years. SCA'’s sustainability peli-
cy anc Code of Conduct stipulate how the Group addresses environ-
mental and social issues which create value over time for sharehold-
ers and other stakehalders.

SCA’s mission is to develop, produce and market value-added products
and services within Personal Care, Tissue, Packaging and Forest Products.
SCA’s products simplify the everyday lives of hundred of millions of people
around the globe. They also generate strong cash flows that enable good
dividend growth and raise the value of SCA shares.

SCA ANNUAL REPORT 2007
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Personal Care

Keeping dry

SCA has world-leading expertise and innovative products
that keep babies dry, offer women comifartable protection
during menstruation and make everyday life simpler for
people with incontinence. Qur baby diapers, feminine
care and incontinenceé products are available worldwide.

Packaging

Keeping safe

SCA is a world-leading supplier of packaging solutions
and develops smart holistic soiuticns which make trans-
port less expensive. We focus on creative design that of-
fers customers good point-of-sale display and makes
things easier for consurmers.

Business areas

Increased value
for SCA’s stake-
holders

Profitable growth drives value in
SCA. Annual organic growth is
estimated to amount to 3-4%,
mainly driven by strong growth
for incontinence products and in-
creased presence in emerging
markets. In addition to organic
growth, SCA will grow through
complementary company acqui-
sitions.

Profitability is the second key
component for value creation. In
2007, SCA achieved an EBITDA
margin of 15.1% excluding items
affecting comparability.

4 Tissue

Keeping clean

SCAis Europe's largest supplier of tissue. Keeping
things tidy, washing and drying hands are the simplest
and most effective ways to prevent the spread of dis-
ease,

Forest Products

Keeping up-to-date

SCA produces pubiication papers and wood products
that are continually developed to offer higher value-add-
ed. Our substantial forest holdings are a strategic asset
and form the basis of sustainable development of our in-
tegrataed industrial operations.
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Value creation
Strategic control

SCA uses a cash-flow based model to
measure the profitability of new expansion
investments.

STRATEGIC INVESTMENTS

SCA evaluates all strategic investments
(company acquisitions or expansion invest-
ments) with a cash-flow based model. All in-
vestments must provide a return that ex-
ceeds the cost of capital. Future cash flows
are calculated and discounted by the cost of
capital. This provides a present value for the
estimated future cash flow. If the present
value is higher than the expenditure for the
investment, the investment is value-creating.
SCA requires that the present value must ex-
ceed the investment expenditure by a mar-
gin. This margin is set specifically for each
investment and depends on the business to
which it belongs, the economic life of the in-
vestment and other factors.

SCA’'S REQUIRED RATE OF RETURN

SCA’s required rate of return on investment is
determined by the capital market’s deemed re-
turn requirement on an investment in SCA
shares and current long-term interest rates.
The return requirement, the weighted cost of
capital (WACC), based on SCA’s capital struc-
ture from a debt/equity ratio of 0.7, was calcu-
lated at year-end of 2007/2008 as 6.8%. This
means that all investments must over time gen-
erate an annual operating cash flow after tax,
but before interest expense, of at least 6.8% of
the investment in order to be value-creating
and thus meet market demands. The return re-
quirement level above applies to investments
in Sweden. Different borrowing costs and tax

rates in ovher countries change the return re-
quirement for operations in those countries.

DIVIDEND POLICY

SCA aims to provide stable and rising divi-
dends over time. Over a business cycle, ap-
proximately one-third of cash flow from cur-
rent operations (after interest expenses and
tax) is normally allocated to dividends and
two-thirds to value-creating strategic invest-
ments. If cash flow from current operations ex-
ceeds over time what the company can place in
profitable expansion investments, the surplus
is returned to shareholders through higher div-
idends or share repurchases. Over the past dec-
ade, dividends have increased by an average of
9% per year and the proposed dividend for the
2007 financial year is SEK 4.40), representing
an increase of 10% compared with 2006.

CAPITAL STRUCTURE

SCA’s debi/equity ratio measured as net debt in
relation to reported equicy was 0.58 at 31 De-
cember 2007. This is below SCA’s long-term
target of 0.7. The debt/equity ratio target of
0.7 was chosen taking into account SCA’s busi-
ness risk and the composition of the product
portfolio. Periodically, the debt/equity ratio
may deviate from target. Over the past decade,
the debt/equity ratio has varied between 0.39
and 0.83. In addition to internal financing
from cash flow from current operations, scope
for additional strategic investments is also pro-
vided due to increased borrowing capacity
while ma:ntaining the debt/equity ratio. SCA
has a credir rating for long-term borrowing of
Baal/BBE+ and short-term borrowing of P2/
A2 from Moody’s and Standard & Poor’s re-

Key ratios

2005 2006 2007
Operating surplus margin (EBITDA)
Result (%) 14.1 14.5 15.1
Operating cash flow
Result " (SEXKbn} 5.3 4.1 52
Return metrics
Result capital employed " (%) 77 8.8 10.2
Result equity (%} 78 8.5 113
Financial metrics
DebV/equity ratio imultiple) 0.7 0.6 0.5
Market adjusted debt/equity ratio (multiple) 0.5 0.4 05
Debt payment capacity (%) 27 2¢ 35

¥ Exchuding items affecting comparability.
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spectively, and a short-term credit rating of K1
in Sweden from Standard & Poor’s. During the
year Moody’s changed its forecast for SCA
from Baal with a negative outlook to Baal
with a stable outlook. For more detailed infor-
mation about $SCA's financial risk manage-
ment, see Note 2 on page 72.

INCENTIVE PROGRAMME

SCA’s incentive programme is designed to
support the company’s objective of creating
shareholder value. The programme for senior
executives has two components: achievement
of cash-flow, growth and earnings targets,
and the performance of SCA shares compared
with an index consisting of SCA’s major glo-
bal competitors. For more informarion about
the structure of the programme, see Note 7
Personnel and Board costs, on page 83.

Strategic investments, acquistions and
divestments

SEKm
12.000

10,000

2003 2004 2005 2006 2007

Persanal Care
O Tissue
Packaging
0 Forest Products
W Divestments

Dividend per share

SEK
5
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Personal Care

Profitability and growth are good within Personal Care. In 2007 the business area achieved an EBITDA margin of 18% and
an operating cash surplus of SEK 3,955m. Given the strong profitability level, the highest priority is to take advantage of
growth ocpportunities which will lead to a higher rate of investment and increased marketing costs. With a retained margin,
SCA's operations are expected to achieve organic growth of 5-7% per year, driven by rapid growth within incontinence care,
an increased propertion of sales in emerging markets of baby diapers and feminine care products, and successful position-
ing and development of retailers' brands. Key pricrities within Personal Care are a high rate of product development, an in-
creased proportion of production in low-cost countries, and higher sales in premium segments.

Tissue
Profitability within Tissue is not yet satisfactary. The business area achigved an EBITDA margin of 12% in 2007and an oper-
ating surplus of SEK 3,949m. The main reason for this weak result is tough competition within consumer tissue in Europe,
while competition also intensified considerably in the Australian market. Tissue for bulk consumers (AFH) shows good prof-
itability. In consumer tissue, SCA works with the following strategic priorities: increased proportion of sales of SCA's own
brands, rationalization of the production structure, strategic partnerships to develop retailers' brands, and a larger propor-
tion of sales in profitable emerging markets such as Latin America and Russia. In ling with this strategy, P&G's European tis-
sue operations were acquired during the year. This acquisition strengthens SCA's own brand portfolio. SCA's tissue opera-
tions are expected to achieve total organic growth of 3-4% per year. Growth is considerably higher in emerging markets,

Packaging
In 2007, Packaging achieved an EBITDA margin of 12% and an operating surplus of SEK 4,212m. Sales growth in the
prioritized growth regions, Eastern Eurcpe and China, was 20% in 2007. Sales of complete packaging sclutions within

high-valug segments account for the main increase. In total, SCA's packaging operations are expected to grow by 2-3%
per year. Growth is considerably higher in the prioritized growth regions.

Forest Products

In 2007, Forest Products achieved an EBITDA margin of 22% and an operating surplus of SEK 4,194m. SCA expects to be
able 1o strengthen margins in coming years by continuing to implement successful productivity work within the pubiication
papers business, improving the energy balance from pulp production, and more rational forest management. For solid-

wood products a continuous transfer to more value-added products is under way. Growth within Forest Products is expect-
ed to reach 2-3% per year.

* Excluding items affecting comparability.
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Strategic growth markets
Good potential for continued growth

An increasing part of SCA’s growth will take
place in the fast-growing markets in East-
ern Europe, Latin America and Asia. In 2007
the share of the Group’s total sales inemerg-
ing markets was 16% compared with 7%
ten years ago. The very high economic
growth in these markets has fuelled a signif-
icant increase in prosperity, higher disposa-
ble incomes and increased demand for
SCA's products.

SCA’s strategy is to grow both organically and
through acquisitions. Depending on the con-
dittons in the individual growth market, SCA
invests 1n either a joint venture or a wholly
owned subsidiary.

SCA formed two joint ventures in 2007,
one in [ndia and one in the Middle East. The
joint venture with SCA’s Indian partner Go-
drej Consumer Products, will produce and
sell feminine care products and baby diapers.

SCA’s joint venture in the Middle East and
Egypt with the local partner Nuqul will man-

ufacture and sell feminine care products.
Market prospects are favourable with a large
young female population and anticipated in-
creased purchasing power in the region.

In Tissue, SCA acquired a minority share-
holding during the year in Vinda, one of the
four largest players in the fast-growing Chi-
nese tissue market, the second largest in the
world.

SCA has also increased its rate of invest-
ment within Packaging in Eastern Europe and
China.

RUSSIA
SCA enjoyed significant success in Russia dur-
ing 2007 with a sales increase of 30% to SEK
1,854m,

Russian households are using a large part
of their growing disposable income to im-
prove personal care standards, in the home
and ar work. Consumption is expected to
grow in pace with increased incomes. Almost
the entire marker for personal care products

and tissue consists of branded producrs, with
several of the leaders belonging to SCA.

Per capita use of SCA’s personal care and
tissue products is well below the average in
Western Europe. Consumption of tissue per
capita is almost ten times higher in Western
Europe and use of baby diapers per child is
about five times higher.

SCA has strong market positions within
personal care products with the brands Libe-
ro for baby diapers, Libresse for feminine care
and TENA for incontinence care. In tissue,
SCA is number one within both consumer
and AFH tissue. SCA’'s Zewa brand has ap-
proximately 40% of the toilet paper market
in Russia.

In order to meet increased demand for tis-
sue in Russia, SCA is building a new produc-
tion plant south of Moscow.

g
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SCA shares

Eventful stock market year 2007

The 2007 closing price on the Stockholm
Stock Exchange for SCA’s B shares was SEK
114.50 which corresponds to market capiral-
ization of SEK 81bn (84). SCA’s marker capi-
talization comprises approximately 2% of
the total market capitalization on the Stock-
holm Stock Exchange. Since the start of 2007
the share price fell 4%. During the same peri-
od the Stockhelm Stock Exchange fell by 6%.
The highest closing price for SCA’s B shares
during the vear was SEK 129.50 which was
noted on 22 March, The lowest price was SEK

such as the Dow Jones STOXX Index, FTSE
Eurotop 300 and MSCI Eurotop 300. SCA is
also represcnted in several environmental in-
dexes where companies are evaluated based
on their ability to combine financial growch
with successful environmental work, One
such index s the FTSE4Good index.

LIGUIDITY

Turnover of SCA shares increased in 2007.
The total volume of shares traded was 917
million shares, representing a value of ap-

for 2007, which is 10% higher than in 2006.
The 2007 dividend represents a dividend yield
of 3.8% per share, based on SCA’s share price
at the end of the year. Since its listing on the
Stockholm Stock Exchange in 1950, SCA has
never reduced the dividend. Over the past ten
years the dividend has increased by an aver-
age of 9% per year. SCA’s dividend policy is
provided on page 8.

TICKER NAMES

106.00 on 15 November, During 2007, SCA  proximatelr SEK 118bn (101). Average daily  Stocknolm Stock Exchange
. {the Nordic Exchange} SCAA, SCAB
shares performed more strongly than compa-  trading for SCA on the Stockholm Stock Ex- | o s oo e change o70) KB
rable industry indexes and the Stockholm  change amounted ro 3.7 million shares corre-  New York [ADR level 1) SVOBY
Stock Exchange as a whole. Viewed over a2 sponding tc a value of SEK 436m (401}.
five-year period, however, development is
weaker. FOREIGN OWNERSHIP
57% {57) of the share capital is owned by in-
TRADING IN SCA SHARES vestors registered in Sweden and 43% (43) by
SCA shares are listed and traded primarily on  foreign investors. The US and the UK account
the Stockholm Stock Exchange, but may also  for the highest percentage of shareholders
be traded on the London Stock Exchange registered ourside Sweden, with 17% and
{OTC) and as American Depository Receipts  11% respectively.
(ADR level 1) in the US through the Bank of
New York. In addition to indexes directly DIVIDEND
linked to the Stockholm and London ex- The Board of Directors has proposed a divi-
changes, SCA is included in other indexes dend to shareholders of SEK 4.40 per share
Price trend and share trading, 2007 Price trend and share trading, 2003-2007
SEK Thousand shaes SEK Milion shares
140 300 300
250 - ~ "-/NW 250
120 - /.k/./ -
206 r//! N~ — 200
o 50 —
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Data per share

Percentage of foreign ownership

All earnings figures include non-recurring items. Yaar *
2007 — e .8
SEK per share unless otherwisa indicated 2007 2006 2005 2004 2003 2008 .4
Earnings per share after ful tax: L - ) 2005 39
After dilution o o 1016 775 061 737 yezs 2004 . _ _ .. =
Beforediuion 1047 7.76 0.61 7.38 731 2003 L
Market price for B shares: o L
Average price during 2007 o __ 1900 10724 _ 8885 _ 8622 9323
Closingprice, 31 December _ 11450 11917 9900 9450  saoo  Shareholders by country
Cash fiow from current operations” 6.42 3.9 6.22 812 11.66
as . .Baz2 — = Cther Sweden
Dudend 440 T 400 __ 36T 850 __ 350 o —
Dividand growth, % 7 7 7 2] 1
Dvidendyed T T " 7T s a4l a7 Tar | as BT
PEpatioc* 1M 4 97 _ w2 13
Price/EBIT L R - L - T < B 12
Betacoefficiert ~ _  __  ____ QF¥3__ 073 _ 073 ___ 069 063
Pay-out ratio (before dilution), % o.M 48 58 68 48
Equity, after dilution__ S * L S - < U - ¢ 78 N
Equlty‘ betore dilution A . ~ 80 83 .80 LA
Average number of shares after dilution (milions) 7022 7014 7005 700.5 €975  ghareholders by category
Nurmber of registered shares 31 December (milians) _ 7051 705.0 705.0 7050 7050
Number of shares after full conversion imilions) 70581 7050 705.0 705.0 705.0 Private individuals Insttutions
' See definitions of key ratios on page 121, 1% 89%
2 Board proposal.
¥ Rolling 5-year data.
+ Share price at year-end dmded by earnings per share after full tax and ditution.
9 Market capialization plus net debt plus minority interests divided by operating profit. (EBIT = eamings before intarest and taxes).
& Share price volatilty comparad with the entire stock exchange {measured for rolling 48 months).
SCA's ten largest sharehclders Shareholder structure
According to VPC AB’s official share register for directly registered and trustee ! Na. of No. of Holding Votes
. . . Holding shareholders shares % %
registered shareholders as of 31 December 2007, the following companies,
. . 1-250 26,678 2,607 844 0.37 0.38
foundations and mutual funds were the ten largest registered shareholders < - —--—+- —————"0 = — - - - -

. . . 251-500 5,182,737 0.74 0.66
based on vorting rights {before dilution), 501-1.000 T T ggezizo | a0 T Ti:2
Shareholder No. of votes % No. of shares Y 1.001-2,000 13,513,647 1.92 1.72
AB ndustrivirden 508,200,000 28.5 70,800,000 10.0 2,001-5,000 . 21478381 S80S 278
Handelsbanken * T T soanoen 1o Taoigos | eo  >001-10.000 15585463 221 201
SR . . USSMels 6T geaaSD 32 oo T T T T
:vfﬁrsakﬁngsam;ebolagm Skandia 52-944;‘34 30 8513337 _Lg 56:66:156,50’7 T Tan iramsazs oes i
sasensn T Teomamo | 1s | saweon s (00 LU T Tee merem | Twe T el
Nordka 7 22,667 504 s Ta404.316 1o TOTAL 75723 705,110,094 100 100
Swedbark® 22200154 13 23,189408 82 SourcsPOAS
AMF Pension - 22007564 13 _ 17846216 25
Andra AP-fonden 19,188,393 1.1 8,127,238 13
* Including mutual funds and feundations. Source: VPC AB
Share distribution
31 Decamber 2007 Series A Series B Total shares
Number of registered sharas 112,905,207 692,204,887 705,116,094
of which treasury shares - 3,154,812 3,154,812
Issues, etc. 1993-2007
Since the beginning of 1993 the share capital and the number of shares have increased due to new issues, conversions and split as follows:

Increase in share  Cash payment,

No. shares capital, SEKm SEKm Saries A Series B Total

1983 _an_versi_onofd_ebentu_resand new subscription through Series 1 warrants. 4,030,286 ; 403 _ _ _nei_ . . ; _ . .
New issug 1:10, issue price SEK B0 _ o 17,633,412 176.3 14107 62,145,880 131,821,857 103.967,537

1994 Conversionofdebentures ~ 18285 02 - 62145880 131,837,942 193983822
1985 _ Conversionofdebentuwres 348118 342 - 62145880 135204055 197399835
1999 New issue 1:5,izsue price SEK 140 R .. 92.899.969 _ 880 45780 62733800 168186015 230299924
2000  Conversion of debentures o 101,631 1.0 150 61,626,133 168,775,422 230,401,555
2001 Newissue, private placement 1,800,000 18.0 18.0 45,787,127 186,414,428  232,201.555
2002 _NewjssuethroughlBwararts _ L .0 190,500,706 232,202,068
2003 Conversion of debenturas and subscriptions through IIB warants 2,825475 _28.3 _ 194,590,340 235,027,543
2004  Conversion of debentures o .. 8 0 194,608,841 235,036,608
2007 Spiit3:1 470,073,396 - - 112,805,207 592,204,887 705,110,084
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Board of Directors’ Report
Svenska Cellulosa Aktiebolaget SCA (publ)
Reg. No. 556012-6293, registered office in Stockholm

SCAs OPERATIONS AND STRUCTURE
SCA is a global consumer goods and paper
company that develops, produces and mar-
kets personal care producrs, tissue, packag-
ing, publication papers and solid-wood prod-
ucts. SCA offers products that make everyday
life considerably easier. Based on customer
and consumer needs, new and more value-
added products are constantly being devel-
oped for consumers, institutions, industry
and the retail trade. SCA seeks to increase the
percentage of value-added products and the
products consist almost exclusively of renew-
able and recyclable materials, Although Eu-
rope is SCAs main market, the Group also
holds strong positions in some product areas
in North America, Latin America and Asia
Pacific. Expansion takes place through organ-
ic growth and acquisitions, primarily within
personal care, tissue and packaging. SCA
owns approximately 2.0 million hectares of
productive forest land, which guarantees half
of the Group’s timber supplies and enables ef-
ficient raw material integration and good cost
control. SCA conducts extensive sawmill op-
erations as a natural complement to the forest
operations.

ORGANIZATION

SCA consists of four business areas — Personal
Care, Tissue, Packaging and Forest Products.
The business areas are organized in six busi-

ness groups. The SCA Personal Care business
group manufactures and sells personal care
products in Europe, the US, Canada and Africa.
SCA Tissue Europe’s operations involve man-
ufacture and sales of consumer and AFH tis-
sue in Europe. Also located in Europe are the
SCA Packaging Europe business group, which
manufactures and sells packaging solutions,
and the SCA Forest Products business group,
which marufacrures publication papers, pulp,
tmber and solid-wood products. The SCA
Asia Pacific business group manufactures and
sells packaging, personal care products and
tissue. The SCA Americas business group in-
cludes both tissue and personal care products.

IMPORTANT EVENTS DURING THE YEAR
NEW CEQFOR SCA

In Septemter, the Board of Directors appointed
Jan Johansson as the new President and CEQ
of SCA. Jan Johansson was previously Presi-
dent and CEQ of Boliden AB and took up his
position or. 1 November. The former President
and CEO, Jan Astrom, left his position on 3
September.

ACQUISITIONS, INVESTMENTS AND
DIVESTMEHNTS

The largest acquisition during the year was
Procter & Gamble’s European tissue opera-
tions. A detailed account is provided on pages
15-17.

Business areas and operating units

Europe

North and South America

EFFICIENCY ENHANCEMENTS

Synergy gains with P& G’ European tissue
operations are estimated at approximately
SEK 700m per year. In addition, it was decid-
ed to carry out a number of actions designed
to enhance competitiveness in the existing tis-
sue operations as weil as within Packaging
and Forest Products. Including integration
costs for the acquired P& G operations, total
costs for efficiency enhancements amounted
to SEK 4,873m. This amount included SEK
3,542m for impairments of non-current as-
sets, SEK 111m for impairments of current
assets, and SEK 1,220m for cash expenditure.
The improvement in operating profit will
have full effect after three vears when it will
amount to approximately SEK 1,400m per
vear, including synergies from the P&G ac-
quisition.

Savings attributable to the efficiency pro-
gramme started in 2005 amounted to approx-
imately SEK 390m in the fourth quarter of
2007, which represents an annual rate of al-
most SEK 1,600m. The planned savings of
SEK 1,550m were therefore achieved.

REVALUATION OF SCA'S FOREST HOLDINGS
SCA’s forest assets were revalued by SEK
5,173m toward the end of the year. A new
felling plan and higher timber prices in recent
years were the reasons for the revaluation.

Asia Pacific

Personal Care

0
P
@  Tissue
0
7
g
i P i
7 ackaging
3
m
Forest Products

SCATissua Eu-ope

SCA Packaging Furope

SCA Forest Producis

SCA Personal Care

SCA Asia Pacilic

I The SCA Personal Care businass group includes Europe, the US and Canada.
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Group

Acquisitions, investments and divestments

SCA ACQUIRED PROCTER & GAMBLE’'S
EUROPEAN TISSUE OPERATIONS
The acquisition of P& G’s European tissue oper-
ations, with a number of well-known and strong
brands, marked a key step towards improving
the profitability of SCA’s European consumer
tissue operations. This acquisition gives SCA ac-
cess to several established quality brands such
as Tempo, which is the market leader within
handkerchiefs in Western Europe and Heng
Kong. The acquisition also provides SCA with
good opportunities to improve the supply chain
and cost structure and to further optimize distri-
button and logistics for its retail customers.
The acquisition of P&G’s European tissue
operations meant that SCA strengthened its
position in 2007 as the leading player in Eu-
rope with a market share of approximately
26% within consumer tissue with strong
brands within handkerchiefs, kitchen rolls
and toilet paper. The acquisition will enable
SCA to more quickly implement the strategic
shift of its product portfolio rowards an in-
creasingly higher proportion of brand-related
sales. The acquisition is carried out in three
parts and the toral purchase price amounts 1o
SEK 4,725m {EUR 512m). The first part-ac-
quisition relating to the brands, plants in Ger-
many and Italy, and the operations in Hong
Kong was paid for in October. The remaining
two part-acquisitions relating to plants in the
UK and France will take place when rebuild-
ing and technical adjustments have been com-
pleted. This is expected to take place in the
fiest half of 2008. The synergies from the ac-

quisition are expected to have full effect after
three years and will then amount to SEK
700m per year.

The purchase of P8&G’s European tissue
operations included the handkerchief brand
Tempo but was subject to a requirement from
the EU where SCA undertook to sell its own
handkerchief brand Softis in Germany and
Austria in order to comply with EU competi-
tion rules. At the beginning of 2008, SCA there-
fore sold the Softis brand together with related
patents and machines to the Italian tissue com-
pany Sofidel. The sale tncluded the right for
Sofidet to use the Zewa brand under licence for
three years, SCA is also entitled ro sell Softis
outside Germany and Austria in perpetuity.

SCA ACQUIRED MINORITY HOLDING IN
THE CHINESE TISSUE COMPANY VINDA
A market share of approximately 4% places
Vinda among the four largest players within
tssue in China. In 2007, SCA acquired a mi-
nority holding of 20% in Vinda which provides
a key position in the fast-growing Chinese tis-
sue market, The Vinda brand is one of the
strongest tissue brands in China, the second-
largest tissue market in the world. The compa-
ny has a strong position in consumer tissue and
is a market leader. The purchase price amount-
ed to SEK 330m. Vinda became a listed compa-
ny in June 2007 in conjunction with which a
new share issue was carried out which reduced
SCA’s holding to 14%. Vinda’s market capitali-
zation as at 31 December 2007 amounted to
SEK 3,160m.

SCA SET UP COMPANIES IN THE

MIDDLE EAST

In 2007, SCA formed a joint venture, Fine
Sancella Hygiene FZCO, with the Jordan-
based industrial group Nuqul. The new
company will manufacture and sell feminine
care products in the Middle East and Egypt.
Operations will be conducted in 18 coun-
tries in the region and the investment for
SCA’s share amounted to SEK 134m. Nuqul
is a leading industrial group in the Middle
East with operations that include tissue and
personal care products. The group is market
leader within tissue in the region and has a
significant and fast-growing business in the
personal care segment, with strong positions
in all markets in the Middie East. The joint
venture will have immediate access to Nu-
qul’s production facilities and broad distri-
bution network. SCA will contribute with
its own product programme within femi-
nine care, workd-leading technology and
marketing expertise. The joint venture gives
SCA a unique platform from which to enter
the Egyptian market and the major markets
in the Middle East with feminine care prod-
ucts. SCA’s sales in the personal care seg-
ment in Africa, the Middle East and South
Asia (India, Pakistan and Afghanistan) cur-
rently amount to approximately SEK 430m.
Market prospects are favourable with a
young female population. Purchasing power
among the population in the region is also
expected o rise.

SCA ANNUAL REPORT 2007 1§

leMema e

|




Acquisitions, investments and divestmenis

SCA AND GODREJ FCRMED JOINT
VENTURE FOR PERSONAL CARE IN INDIA
In 2007, SCA and Godrej Consumer Products

Limited formed a joint venture for the manu-

facture and sale of absorbent personal care
products, particularly feminine care and baby
diapers, in India, Nepal and Bhutan. Godre)
Consumer Products Limited is one of India’s
fastest growing companies within fast-moving
consumer goods. The joint venture gives SCA a
good platform from which to enter the Indian
market with SCA’s consumer products. The
new company will have immediate access to
Godrej’s substantial distribution network. SCA
will contribute with world-leading technology
and well-known brands for the Indian marker.

SCA ACQUIRED THE BRITISH COMPANY
SEVERN TIMBER

In May 2007, SCA acquired the British compa-
ny Severn Timber. The company is a significant
supplier of wood products to the British build-
ers’ merchant market and processes solid-
wood products into planed and impregnated
products at its facility in Welshpool in Wales.
The purchase price amounted to SEK 83m on
a debt-free basis. SCA Timber and Severn Tim-
ber previously cooperated for several years
with processing, distribution and sales of wood
products. The UK is one of SCA Timber’s pri-
oritized markets and SCA already has a whole-
sale business in Hull and a distribution centre
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in Stoke-on-Trent, SCA Timber Supply, for de-
liveries of wood products to DIY stores and
other outlets.

SCA EXPANDED EASTWARDS THROUGH
SEVERAL 3TRATEGIC INVESTMENTS

In the Packaging business area, SCA is invest-
ing on a broad front in Eastern Europe and
China. In 2007 a decision was made on ex-
pansion investments in two plants in Poland
and one in Romania, rogether with two new
corrugated board plants in China. These in-
vestments riark yet another step in plans to
capture ma:ker shares in some of the largest
growth markets in the world. The investments
will enable SCA to meer customer demands
more effectively and broaden the range of
services. Th= investments in Poland are being
made in Poznan and Olawa with approxi-
mately SEK 635m in each plant. In Poznan, the
investment 'ncludes a design centre for pring-
ing and laminating with a focus on consumer
and display packaging. In Olawa, corrugated
board is produced today and the operations
will now be expanded 1o allow SCA to benefit
from the positive effects of the fast-growing
Polish market. In Timisoara in eastern Roma-
nia, SCA invested approximately SEK 90m to
upgrade the existing converting plant to a
fully integrated corrugated board plant. This
investment is part of the development of cus-
tomer suppart throughout the region — which

includes other plants in Romania, as well as
SCA Packaging’s design centre in Budapest
and sales and production in Hungary - in
order to achieve significant synergy gains. The
plant will be ready in 2008. SCA’s packaging
operations in Nanjing, China, will be moved

to a newly built factory close to the old one
which facilitates continued volume growth.
This investment will amount to approximarte-
ly SEK 80m. A rorally new packaging plant in
Suzhou, close to Shanghai, was inauguraced
in mid-April 2007. This investment amount-
ed to SEK 135m. The planc will function as a
full-service centre for customers since pro-
duction of corrugated board as well as pro-
tective packaging will take place under one
roof. This new modern facility will provide a
strategic platform for continued expansion in
China. SCA is also preparing for future ex-
pansion as the packaging operations in the
Suzhou region grow.

SCA INCREASED COMPETITIVENESS
THROUGH US INVESTMENT

During the year SCA decided 1o invest in a new
tissue machine in Barton, Alabama, US. The
new paper machine in Barton is a natural meas-
ure to further improve competitiveness and fa-
cilitare continuous profitable expansion in the
US and Canada. The new machine is scheduled
to go into operation in summer 2008,




SCA TO INVEST IN WIND POWER

SCA and the Norwegian energy company
Statkraft signed an agreement during the year
to form a joint venture for a major investment
in wind power in northern Sweden. The in-
vestment includes annual production of 2,800
GWh of wind power electricity divided among
seven wind power farms on forest land in
Visternorrland and Jimtland, an investment
of SEK 16bn. Statkraft is providing funding
while SCA will grant land for the wind power
farms. The locations where SCA and Statkraft
plan 1o build the wind power farms will be
subject to environmenral assessment and
planning. Plans also include examining the
feasibility of a careful and responsible expan-
sion of hydropower using the waterfall rights
at SCA’s disposal.

SCA DECIDED TO INVEST IN STRETCH
DIAPERS

In response to consumer demand, SCA
launched a new stretch baby diaper during the
year, Since 20085, SCA has invested SEK S00m
in this development, including SEK 400m in
the diaper production plant in Falkenberg,
Sweden. SCA is already the leading player

within baby diapers in the Nordic market.
Consumers are quality conscious and SCA
makes the necessary investments o be able o
offer the required products. Investments in the
plant in Falkenberg included both a new ma-

chine and rebuilding and upgrading of exist-
ing production equipment. SCA currently ac-
counts for over 55% of diaper sales in the
Nordic region, primarily under the Libero
brand.

SCA DECIDED TO INVEST IN THE
ORTVIKEN PAPER MILL

During the year SCA decided to expand pro-
duction of mechanical pulp at the Ortviken
paper mill, Sweden. The investment of approx-
imately SEK 800m will allow paper produc-
tion at Ortviken to continue to increase while
enabling improvements in quality. The invest-
ment also involves separating pulp production
and customizing it for the different paper
grades, The investment will make it possible to
prepare the pulp from the outset for the prod-
uct for which it will be used. This will lead to
improved product quality and lower produc-
tion costs. The new equipment is scheduled to
be installed and in operation by spring 2009,

SCA DECIDED TO INVEST IN A NEW COR-
RUGATED BOARD PLANT IN FRANCE

During the year, SCA decided to invest ap-
proximately SEK 425m in a new corrugated
board plant outside Nantes in France. The
new production plant will go into operation
in 2009 and replace the present plant in the
area. The new plant will enable SCA to raise
its level of service to the companies in the re-

gion and offer customized packaging solu-
tions including high-quality printing. The in-
vestment will also provide opportunities for
expansion in the France Atlantique region
where the food industry is an important cus-
tomer group. The plant will be highly flexille
and meet SCA’s high sustainability require-
ments which also provide an improved work-
ing environment for SCA’s employees. The in-
vestment m the new equipment in Nantes
means that emissions, including carbon diox-
ide, will decrease. The new plant will also pro-
vide a major improvement in wastewater
treatment.

SCA SOLD ITS NORTH AMERICAN
PACKAGING OPERATIONS

Durtng the year, SCA sold its North American
packaging operarions, comprising prorective
packaging, consumer packaging and temper-
packaging solutions, to
Metalmark Capital. The purchase price was
SEK 2,826m. The deal was finalized and the
operations deconsolidated in the first quarter
of 2007.

ature-assurance
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Group
Sales and earnings

Net sales increased by SEK 4,474m com-
pared with the previous year and amounted
to SEK 105,913m (SEK 101,439m). Higher
prices, primarily for corrugated board, but
also for tissue and solid-wood products,
and higher volumes and acquisitions in-
creased net sales by 8% or approximately
SEK 8,600m.

NET SALES

Sales were negatively affected by the sale of the
North American packaging operations, Ad-
justed for this divestment, sales increased by
7%. The greatest increases were within Pack-
aging and Tissue where prices rose during the
year. Forest Products also showed improved
sales due to higher prices while growth within
Personal Care is primarily volume-related. The
acquisition of P&G’s European rissue opera-
tions, which were conselidated with effect
from the fourth quarter, also contributed to the
increase in sales. Exchange rate fluctuations
had a negative effect on net sales of 1%.

EARNINGS

Operating profit improved by SEK 1,642m
and amounted to SEK 10,147m compared
with SEK 8,505m in the previous year. Pack-
aging strengthened its operating profic by
28% while Forest Products and Tissue con-
tributed with improvements in operating
profit of 16% each. The improved earnings
were primarily a result of higher prices and a
better product mix.

Net sales and operating margin

SEKm | .
120,000 12

100,000
80,000 —
60,000 —

40,000 —

—_—

20,000 —
1

¢

2003 2004 2005 2006 2007
7 Net sales
== Operating margin
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Operating profit was also affected posi-
tively by the revaluation of the Group’s forest
assets by SEK 5,173m. The increase is based
on higher timber prices but with an un-
changed discount rate of 6.25%. In addition
to coordination and efficiency improvement
measures 11 conjunction with integration of
the P&G acquisiion, SCA decided on a
number of actions designed to enhance com-
petitiveness in the rest of the tissue operations
as well as within Packaging and Forest Prod-
ucts. Inclucing integration costs for the acqui-
sition, total efficiency enhancement costs
amount to SEK 4,873m. The net effect of the
revaluation and efficiency enhancements
amounts to SEK 300m and all effects are re-
ported within the segment “Other”.

A lowei net debt did not compensate for
higher interest rates and financial items in-
creased by SEK 238m. Profit before tax im-
proved by SEK 1,404m and amounted to SEK
8,237m, ar increase of 21% since 2006. The

average tax rate for current earning was
22.3%. Together with non-recurring items
mainly due to reduced tax rates in Germany
and ltaly, as well as entitlement to a future rax
deduction in Poland, the Group’s tax rate was
13.1%. Profit for the year amounted to SEK
7,161m, an increase of SEK 1,694m com-
pared with the previous year. Earnings per
share amounted o SEK 10.16.

KEY RATIOS
The Group’s
amounted to 15.1%, excluding items affect-
ing comparability, compared with 14.5% in
the previous year and the operating margin
improved from 8.4% to 9.6%. Return on
capital employed amcunted to 11% com-
pared with 9% in the previous year and re-
turn on equity was 12% compared with 9%
in the previous year. The interest coverage

operating surplus margin

ratio amounted to 5.3 compared with the
previous year.

EBITDA margin

Summary income statement 1
SEKm 2007 20068
Net sales B 105,913 101,439 a %
Operating surplus® 19,818 14,665

. X _ ° N )
Operating profi® i 10,147 8505 Sxcludng tems
Financial ite ms . o -1910 1672 affecting comparakbility
Profit befcre tax 8,237 6,833 .
Tax —1,076 ~1,366 Organlc growth
Profit for t1e year 7,161 5,467

#Inciuding itsms affecting comparability of SEK 3,842m.
2 Including it sms affecting comparability of SEK 300m.

Operating profit
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Salas EBITDA EBITDA margin

Personal Care (SEKm) (SEKm)

Net sales increased by SEK 829m and amounted to SEK 22,101m compared with SEK 21,272m in 22 1] @.i] 3 955 TI 7 @ o
the previous year. The sales increase is primarily an effect of increased volumes of incontinence prod- 9 9 ol %

ucts to the European retail market where sales rose 13%. During the year sales in South America also
increased for feminine care products and baby diapers. Sales of baby diapers also increased in Ma- Share of the Group
laysia. Exchange rate fluctuations reduced net sales by 1%.
Cperating profit improved by SEK 161m and amounted to SEK 2,960m {2,799). Increasing volumes
and higher prices improved operating profit by SEK 487m and SEK 214m respectively, or together 26%.
Volume and price improvernents were offset by increased costs for continued expansion in new markets
in the form of marketing and organizationa! build-up as well as higher production costs, mainly due to
rising raw material costs. Exchange rate fluctuations decreased cperating profit by 1%.

Net sales.
21%

Sales EBITDA EBITDA margin

(SEKm) (SEKm) Tissue
33 332 3 g 49 ﬂ 1] o Net sales increased by SEK 1,996m and amounted to SEK 33,332m compared with SEK 31,336m
§ ’ o % in the previcus year. Price increases in Europe averaged approximately 5%. The acquisition of P&G's

European tissue operations increased sales by 4%. in North America and Mexico, price and volume

Sharg of the Group improvements were offset by negative exchange rate fluctuations. In total, exchange rate effects
had a negative impact on net sales of approximately SEK 800m or 3%.
Nat 5;': Operating profit rose SEK 234m and amounted to SEK 1,724m {1,490), anincrease of 16% com-

pared with the previous year. Higher prices in Europe, North America and Latin America and the ef-
fects of the acquisition from P&G and lower energy costs were offset by higher raw material costs as
well as increased depreciation and a temporarily lower capacity utilisation in North America due to a
major rebuilding and increased seliing costs. Exchange rate fluctuations cut operating profit by 3%.

Sales EBITDA EBITDA margin

Packaging (SEKm) {SEKm)

Net sales increased by SEK 375m and amounted to SEK 33,728m compared with SEK 33,353m in 33 728 4 2112 ﬂ 2 5 o
the previous year. Adjusted for the sale of the North American packaging operations, net sales rose L] L] a %o
10%. The rise is mainly explained by implementation of price increases for corrugated board as well

as higher sales of consumer and display packaging. Exchange rate fluctuations had a marginal im- Share of the Group

pact on net sales. Net sales
Operating profit increased by SEK 579m and amounted to SEK 2,651m (2,072), an increase of < 31%

28%. The increase is due 1o higher prices, somewhat higher volumes and lower energy costs while
raw materiat costs increased. Exchange rate fluctuations had a marginal impact on earmings.

Sales EB{TDA EB{TDA margin

Seen (eEKm Forest Products
1]8’744 ﬂ,'ﬂ 94 22.14 % Net sales increased by SEK 1,093m and amounted to SEK 18,744m (17,651}, Higher prices for

solid-wood products and puip as well as newsprint were offset by negative exchange rate fluctua-
tions which reduced net sales by 1%.

Operating profit increased by SEK 394m or 16% and amounted to SEK 2,870m (2,475). Higher
prices for solid-wood products and pulp as well as lower energy costs, partly an effect of the invest-
ment in the recovery boiler at the Ostrand pulp mill, Sweden, were offset by higher raw material
costs and slightly lower prices within the publication papers business. Exchange rate fluctuations
reduced operating profit by 10%.

Share of the Group

Net sales
17%
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Group
Operating cash flow

Cash flow from current operations, i.e. op-
erating cash flow after financial items and
paid tax, improved by 63% and amounted to
SEK 4,508m. The improvement was mainly
an effect of a higher operating cash surplus
due to higher prices primarily for corrugat-
ed board, tissue and solid-wood products.

Operating cash surplus increased by SEK
1,163m and amounted to SEK 15,286m com-
pared with SEK 14,123m in the previous year.
Operating cash flow improved by SEK 1,823m
and amounted ro SEK 8,127m (6,304). Cash
flow improved for Packaging and Tissue while
Personal Care and Forest Products showed a
slightly lower cash flow. Higher tied-up working
capital had a negative effect on operating cash
flow of SEK 1,299m {794). Consolidated work-
ing capital in relation to sales amounted to 11%
compared with 10% in the previous year. The
increase in working capital was greatest within
Packaging and was primarily an effect of imple-
mented price increases. Current capital expendi-
tures were somewhar lower than in the previous
year and amounted to approximately 5% of net

Cash flow, Group

SEKm
10,000

5,000 EE——

5,000 -
L

-10,000 l-
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Divestrnants

0 Cash flow from current operations.
Strategic capital expenditures

1 Company acquisitions

@ Strategic restructuring costs

= Cash fiow befors dividend
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sales. Current capiral expenditures in relation
to planned depreciation amounted to 92%
compared with 100% in the previous year.

Financial items increased by SEK 238m
and amounted to SEK -1,910m. A lower net
debt and higher dividends received did not
compensate for higher interest rates. Tax pay-
ments were slightly lower than in the previous
year and amounted to SEK 1,719m (1,770).
Cash flow from current operations improved
by SEK 1,736m and amounted to SEK 4,508m
(2,772).

Strategic investments and acquisitons
amounted 10 SEK 5,887m (1,258), of which
SEK 3,28%n related to the first part-payment
for the acquisition of P&G’s European tissue
operations, and SEK 330m related to the hold-
ing in the Chinese tissue company Vinda, Di-
vestments during the period amounted ro SEK

2,852m, mainly attributable to the packaging
operations in North America. Dividend to
shareholders amounted to SEK 2,807m. Net
cash flow was SEK 1,41 1m (-1,008).

NET DEBT

Net debtar year-end amounted to SEK 37,368m,
an increase of SEK 969m. A negative net cash
flow of SEK 1,411m and negative exchange rate
fluctuations of SEK 571m were offset by re-
measurements for pensions and financial instru-
ments of SEK 1,013m. The debt payment ca-
pacity has improved in recent years and amount-

ed to 35%.

Summary operating cash flow statement

Change
operating cash flow

SEKm 2007 2008
Operating cash surphss . B 15.286 14,3123
Ghange in working capital -1,299 -794 (y
Curent capi‘al expenditures, net -5,165 -5672 1]
Rastructurinj costs. 8ic 685 -1,353
Qperating ¢ ash flow 8,127 6,304
Financial iter 1§ -1,910 ~1,672 Capital expenditures™
Tax payments . - -1,709 -1,680
Cash flow f'om ¢urrent operations 4,508 2,772
Strategic invistments, net -3,035 -1,234 %
Cash flow before dividend 1,473 1,538
* Gurrent cagital expenditures
in relation {o deprecration
Operating cash flow by business area Capital expenditures
SIKm SEKm
4,000 7.000
6000— -— - —=— -
o Lt
4,000 —, 4
3,000 L
2,000 1
1,000 R S
- 0

003 2004 2005
= Pgsonal care
= Tissug
- - Packaging
= Forgst Products.

2006 2007

2003 2004 2005 2006 2007

Strategic capital expenditures
0O Current capital expenditures, net
== Depraciation sccording o plan




Personal Care

Volume growth increased for Personal Care, primarily for incontinence products to the European retail
sector where sales rose 13%. The operating cash surplus amounted to SEK 3,955m (3,778), anincrease
of 5% over 2006. Higher tied-up working capital and increased expenditure for maintenance investrments
decreased the operating cash flow, Operating cash flow amounted to SEK 2,918m compared with SEK
2,984m in the previous year. Due to the sales increase for baby diapers in 2008, full capacity utiization
was reached and a decision was made to invest in additional producticon capacity. Sales of incontinence

OPERATING CASH FLOW

Share of the Group Change

Capitat

2%

\ BoardlofiDiectorsiBenar] l

expenditures

12%

products also rose and in order to be able to exploit growth opportunities, SCA decided to invest in new
production capadsity.

OPERATING CASH FLOW

Tissue
Share of the Group Change The operating cash surplus improved by SEK 386m and amounted to SEK 3,914m (3,528). Despite
raised prices and a considerably improved level of service to customers, working capital decreased
Opexating ﬂ ﬂ 8 o during the year. Payments for efficiency enhancement programmes and curent capital expenditures
méﬁ"": % were slightly below the pravious year's level. Operating cash flow amounted to SEK 2,404m (1,101),

an improvement of SEK 1,303m. During the fourth quarter the first part-acquisition of operations from
Canial P&G was carried out. During the year SCA invested SEK 330m in the Chinese tissue company Vinda.
expenditures” Expenditures for strategic investments mainly related to construction of a new tissue production plant

outside Moscow, Russia.
1T %

. OPERATING CASH FLOW
Packaging
In Packaging, the SEK 411mimprovement in operating cash surplus was offset by higher tied-up work- Shara of the Group Ghange
ing capital of SEK 321m, mainly related to higher trade receivables. The operating cash surplus amount- Operatng
ed to SEK 4,058m compared with SEK 3,647m in the previous vear. Payments for efficiency enhance- cash flow 25 5 %
ment programmes and current capital expenditures decreased compared with the previous year. Oper- 13% o
ating cash flow improved by SEK 827m and amounted to SEK 1,151m (324). The North American
packaging operations were sold in 2007 and the sales proceeds amounted 10 SEK 2,826m. Expendt- Capital
ture for strategic investments mainly related to rebuilding the testiner machines in Lucca, ltaly, and As- expenditures’
chaffenburg, Germany, These investiments were carried out to enable the corrugated board business 1o
grow with its customers and meet their demands for improved printability and quality. ﬂ 37 %
OPERATING CASH FLOW
Forest Products
Shars of the Group Change Operating cash surplus amounted to SEK 3,798m (3,588} and operating cash flow was SEK 2,249m
{2 549), Tied-up working capital increased during the year, an effect of higher prices and increased
Operating =’1} 2 o stocks of purchased timber. Maintenance investments increased slightly compared with the previous
“5"2";’;: % year, Expenditure for strategic investments refated to the acquisition of Severn Timber, UK, and the in-

vestment in the extension of production of mechanical pulp at the Ortviken paper mill, Sweden.

Capital
expendituras”™

3%

I Current capital expenditures in refation to depreciation.
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Group
Financial position

ASSETS AND CAPITAL EMPLOYED

The Group’s total assets increased by 9% com-
pared with the previous year and amounted to
SEK 145,050m. Non-current assets increased
by SEK 8,743m. The change was largely actrib-
utzble to a revaluation of biological assets,
standing forest, the value of which was increased
by SEK 5,173m. In addition, completed compa-
ny acquisitions centributed to an increase in
goodwilland trademarks of SEK 1,979m. Trans-
tation differences for intangible assets and prop-
erty, plant and equipment increased the value of
assets by SEK 808m. In December 2007, SCA
announced a number of actions designed 1o en-
hance competitiveness, which among other
things involved impairment of non-current as-
sets amounting to SEK 3,542m, primarily with-

in Tissue and Packaging bur also within Forest
Products, *Current assets increased by SEK
2,763m despite SCA’s sale of the North Ameri-
can packaging operations in March which in
total reduced non-current assets held for sale by
SEK 2,504n. The change consists of increased
cash and cash equivalents as well as higher
working capital tied up in invenrories, due to
company acquisitions and higher raw marerial
prices, as w=ll as in trade receivables, due to in-
creased sates and higher prices.

Working capital amounted to SEK
11,623m {9,870}. Capital employed was 7%
higher thar: in the previous year and toralled
SEK 101,647m (95,362). A breakdown of
capital employed by currency is shown in the
table below.

Consolidated capital employed by currency

SEKm 2007 % 2006 % 2005 %
EUR 34,847 34 32,029 a3 31,502 32
SEK . 3279 3 24828 28 24040 25
GeP 98es__ D 10,722 1 T onsar 12
usD 6,890 7 10,475 1 __ 11885 12
MXN 3376 3 3,469 4 ag0 | 4
AUD 258 2 2,500 3 2,668 3
DKK 2124 2 2024 2 o20M 2
NZD B 167 2 1577 2 er 2
PLN_ 1ise 1 sa7 1 . a4 "0
coP 1059 1 o7 7T o 9
oNY o6 1 804 1 __ 698 1
MYR ) B9t 1 85 1 506 1
SKK 785 1 726 1 . ee2 1
RUB @1  sd0 0 _ 408 0
CAD 672 1 612 1 666 B
Other 2,665 2 2,456 2 2,480 3
Total 101,647 100 95,362 100 96,036 100

Debt/equity ratio and debt payment
capacity

muttipla %
o.g TP 60

0.7 \ 50

06 10

0.5 30

20

4
2003 2004 2005 2008 2007
= Debt/aquity ratio, muttiple

= (et payment Capadity, %
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Return on capital employed and equity

%
12 /
10— —_
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11 Return on capital emploved
- Joturn on equity

The increase in Swedish assets is mainly
attributable to the revaluation of biological
assets. The increase in Polish assets is aweribut-
able to strategic investments within Packag-
ing and Personal Care. The decrease in Amer-
ican assets is matnly ateributable to the sale of
the North American packaging operartions.

The value in Swedish kronor of the
Group’s foreign net assets at year-end was
SEK 39,967m (36,482).

EQUITY

Consolidated equity at year-end amounted to
SEK 64,279m {58,963) and increased during
the year by SEK 5,316m. Net profit for the
year, and the effects of remeasurements ac-
cording to [AS 19 for pensions and 1AS 39 for
financial instruments, increased equity by
SEK 7,16 1m and SEK 673m respectively. Div-
idends reduced equity by SEK 2,939m while
exchange rate fluctuations increased equity
by SEK 42 1m. Translation differences in equi-
ty relate to foreign subsidiaries’ equity which
was not fully hedged during the year.

FINANCING

SCA’s interest-bearing gross debt at year-end
amounted to SEK 42,190m (38,389). The
weighted average maturity was 4.2 years. The
increase in the gross debt was due to complet-
ed company acquisitions, strategic invest-
ments, higher cash and cash equivalents and
the effects of exchange rate fluctuations.

Net debt amounted ro SEK 37,368m
{36,399} at year-end. The increase over the
previous year was related to a negative net
cash flow of SEK 1,411m, negative exchange
rate fluctuations of SEK $71m and a positive
effect of remeasurements according to I1AS 19
for pensions and IAS 39 for financial instru-
ments, of SEK 1,013m.

KEY RATIOS

The debt/equity ratio was 0.58 {0.62) and the
visible equity/assets ratio was 44% (44). Re-
turn on equity and capital employed amount-
ed to 12% (9) and 11% {9) respectively. The
capital turnover rate was 1.10 (1.05). At year-
end, working capital amounted to 11% of net
sales.




Share of the Group ROCE "
Personal Care | oo
Capital employed increased slightly during the year due to investments in increased capacity and 5% 32 o4
amounted to SEK 9,418m (8,818) at year-end. Working capital increased from SEK 1,324m to SEK

1,583m, primarily due to higher net sales which led 10 increased trade receivables, Working capital ?

T%

Share of the Group ROCE "

oot Tissue
Mﬁ; 5 % The acquisition of P&G's European tissue operations increased capital employed but competitive en-

hancement measures in the form of impairment losses offset this increase. Capital employed totalled
Working capital SEK 34,812m (32,244). Working capital decreased somewhat despite acquisitions and higher net
sales and amounted to SEK 2,655m (2,67 1} at year-end.
%

. Share of the Group ROCE ™

Packaging coona

The sale of the packaging operations in North America decreased capital employed which at year-end % ﬂ @ %

amounted to SEK 26,129m (27,615). Working capital increased slightly during the year, primarily due

10 higher net sales, and amounted to SEK 3,875m {3,473). Working capital
1%

Share of the Group ROCE"
oot Forest Products
L“;ﬁ Tl TI % The revaluation of standing forest, as a result of a new felling plan and updated revenue and cost as-

sumptions, increased capital employed by SEK 5,173m. At year-end capital employed amounted to
Warking capital ® SEK 29,945m (25,358). Working capital increased during the year and amounted to SEK 3,061m

(2,543) at year-end.
16%

Consolidated balance sheet ROCE "
SEKm 2007 2006
Intangitle assets 21,616 20,051
Preperty, plant and equipment 80,382 74670 0
Other non-current assets 5845 4,340 A]
Total non-current assets 107,813 99,070
Current assets 37,237 34 474
Total assets 145,050 133,544
Equity 84,279 58,963
Non-curent liabilliss 34,579 81249 Working capital »
Current liabilities 46,192 43,332
Total equity and liabilitios 145,050 133,544
Working capital 11,623 9,870
Capital employed 101,647 95,362 %
Nat debt 37,388 36,309

Retum on capstal employed.

AWorking capital as a percentage of net sales.
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Group
Other information

ENVIRONMENTAL IMPACT

SCA conducts fourteen operations for which
a permit is required and eight that are under
obligation to submit reports in Sweden. Op-
erations for which permits are required or re-
porting is mandatory account for 17% {17}
of the Group’s net sales.

Six permits relate to the manufacture of
pulp and paper. These operations impacr the
environment through emissions to air and
water, solid waste and noise. Seven permits re-
late to the production of solid-wood products
which affects the environment through noise
and emissions to air and water. One permir re-
lates to the manufacture of fuel pellers. This
operation affect the environmenr through
emissions to air and water, as well as noise.

The operations required to submit reports
are the production of corrugated board pack-
aging (three plants), EPS packaging (two
plants), display packaging (one plant}, per-
sonal care products (one plant) and input ma-
terials for personal care products {one plant).

The production of corrugated board pack-
aging, EPS packaging and display packaging
impacts the external environment through
emissions to air and water and by generating
solid waste.

Production of incontinence care products,
baby diapers and feminine care preducts as
well as input matertals for these products im-
pacts the external environmenrt by generating
solid waste.

RESEARCH AND DEVELOPMENT

Research and development costs amounred to
SEK 595m (562) during the year, which is
equivalent to 0.6% of the Group’s net sales.
Research and development is conducted both
centrally and locally in the business groups,
The central activities are carried out in the
form of materials and technology R& D, while

Holding of treasury shares

the local units work with product develop-
ment, often in direct cooperation with cus-
tomers.

PARENT COMPANY

The Group’s parent company, Svenska Cellu-
losa Aktiebolaget SCA (publ), owns most of
the forest land and other real property relating
to the forestry operations, and grants felling
rights for sranding forest to the subsidiary SCA
Skog AB. The Parent Company is otherwise a
holding company, the key tasks of which are to
own and manage shares in a number of busi-
ness group companies and to perform Group-
wide management and administrative func-
tions. The Farent Company's operating income
in 2007 arrounted to SEK 142m (97) and loss
before year-end appropriations and tax was
SEK 418m (+398). The Parent Company has
invested and divested SEK ~14m (0) net during
the year in shares and participations in compa-
nies outside: SCA. Investments in property and
plant amounted to SEK 120m (133} during the
year. Cash and cash equivalents at year-end
were SEK Om (0).

TREASUR'f SHARES
In 2001, SCA issued 2 total of 1,800,000
shares for cash, The shares were then acquired
by SCA to e distributed to senior executives
and key incividuals included in the employee
option programme described in Note 7.
Shares transferred during the year are
shares that were redeemed by employees in
accordance with the rules in SCA’s employee
option programme. Paid compensation for
the transferred shares constitutes the pay-
ments received by SCA for the shares. Pay-
ments pertaining to the total holding on 1
January 2002 and 31 December 2007 respec-
tively consitt of amounts paid by SCA for the
shareholdings on the respective date.

DISTRIBUTION OF SHARES

The share split decided by the Annual General
Meeting was carried our on 9 May 2007. Fach
existing share was divided into three shares of
the same class. During the year no Class A
shares were converted inro Class B shares. The
proportion of Class A shares at year-end was
16.0%. As a result of exercise of employee op-
tions the number of treasury shares decreased
during the year to 3,154,812, Calculated ac-
cording to 1FRS recommendations, the effects
of ourstanding employee option programmes
represent a maximum dilution of 0.04%
which is taken into account when calculating
carnings per share for the period.

DIVIDEND

The Board of Directors has decided to pro-
pose to the Annual General Meeting a divi-
dend of SEK 4.40 per share. This proposal
represents an increase of 10% over last year
and represents 43% of the 2007 earnings per
share. The dividend is expected to total ap-
proximately SEK 3,089m (2,807). Dividend
growth during the past ten-year period thus
amounts to 9%. The Board’s assessment is
that the proposed dividend will allow the
Group to fulfil its obligations while making
the necessary investments. The record date
for entitlement to receive dividends is pro-
posed as 11 April 2008.

GUIDELINES FOR REMUNERATION TO
SENIOR EXECUTIVES
The Board has decided to propose to the 2008
Annual General Meering the following (un-
changed) guidelines for determining salaries
and other remuneration for senior executives
to apply for the period following the Annual
General Meeting.

“Remuneration to the CEQ and other
senior executives will be a fixed amount (base

Number Nominal amournt Percentage of share capital Paid/roceived compensation
Total holding 1 Jan. 2002 L 1,800,000 18,000,000 _ __&m 18,090,000
Transterred in 2002 _ 24,457 B 244,570 0ot 6750757
Transfamad in 2003 " 65,426 651960 0.03 ) 1597280
Tansferedin2004 56,165 _ 561,650 ooz _ 15,135,024
Transferred in 2005 . i 51,660 516,690 ooz . 13,496,430
ansteredinzocs 349145 3491450 015 T toa 60700
Transterred in 2007 252902 2015340 _00m 6275188
Received from 34 spit - 2I54578 .
Total holding 31 Dec. 2007 3,154,812 10,516,040 0.45 10,568,620
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salary), possible variable remuneration, addi-
tional benefits and pension. Other senior ex-
ecutives include the executive vice president,
business group managers and the central staff
managers. The total remuneration is to corre-
spond to market practice and be competitive
in the senior executive’s field of profession.
Fixed and vartable remuneration is to be
linked to the executive’s responsibility and
authority. For the CEQ, as well as for other
senior executives, the variable remuneration
is to be limired and linked to the fixed remu-
neration, The variable remuneration is to be
based on the outcome of predetermined ob-
jectives and, as far as possible, be linked to the
increase of value of the SCA share, from

which the shareholders benefit. In the evenr of
termination of employment, the notice period
should normally be two years should the ter-
mination be initiated by the company, and
one year, when initiated by the senior execu-
tive. Severance pay should not exist. Pension
benefits are to be either defined benefir or de-
fined contribution, or a combination hercof,
and entitle the senior executive to pension
from the age of 60, at the earliest. To earn the
pension benefits, the period of employment
must be long, at present 20 years. When re-
signing before the age entitling to pension, the
senior executive will receive a paid-up pen-
sion policy from the age of 60. The pension is
not to be based on variable remuncration.

— T

i
I

Matters of remuneration to the senior execu-
tives are to be dealt with by a remuneration
committee and, as regards the president, be
resolved by the board of directors,”

The Board’s proposal concurs with the
most recent guidelines adopted by the 2007
Annuat General Meeting. See also Note 7.
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Personal Care
Good personal care is essentipi to weil-being. SCA has world-leading
expertise and innovative prodiicts that keep babies dry, offer women
comfortable protection during mensitruation and make life easier for
people with incontinence. Our|baby diapers, feminine care and inconti-
nence products are available worldwide. They simplify everyday life and
contribute to health and well-being throughout the lifetime of a growing
number of peopie.

Personal Care Share of Qroup Geographic presence

Personal Gare comprises three product segments: incon-
tinence care, baby diapers and feminine cara. All three
segments have a high development rate and new prod-
ucts are launched continuously. Products are sold both
under SCA's own brands and under retailers’ brands, and ~—
distnibuted viaretallers and health care institutions. Net sales
21%

| \
b _ / . . ]
hal employed Average no. Sales in some 90 countries worldwide.

of employees Preduction at 21 plants in 18 countries,
14%

Sales by product segment Sales by r¢gion Market positions

Other 2%
North

Feminine cara Incontinence care Australia 4% | I Europe America Global

16% 55% Asia 5% g incontinence care 4
- Eurape 69% -

- Baby diapers 2

Feminine care 3

Latin Americd

North Americ
Baby diapers - 2%
29%

incontinence products account for most of the sales in SCA s exparfding rapidly in Personal Care and holds
the Personal Care segment. strong positigns in all continents.
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Personal Care
Strategy

8CA is the world leader in incontinence
care and holds leading regional market po-
sitions in baby diapers and feminine care.
SCA's strengths are customer and con-
sumer insight, innovative product develop-
ment, well-known brands and efficient pro-
duction.

Baby diapers, feminine care and incontinence

care offer people simple, convenient and ef-

fective personal hygiene solutions throughout
their lives. Demand is strongly linked to in-

creased prosperity and the products make a

significant contribution to improved stand-

ards of health in the world.

The global market for personal care prod-
ucts is growing faster than GDP. In develop-
ing countries use of all product categories is
rising significantly and the market is growing
in pace with increased purchasing power. In
more mature markers, the ageing population
means high growth for incontinence prod-
ucts. Baby diapers and feminine care products
have achieved high market penetration and
growth is calmer.

The industry is well consolidated and
dominated by a small number of major global
players with well-known brands. Products
are continuously developed and diversified in
order to meer different consumer preferences
and needs.

SCA's Personal Care operations have
shown good growth and profitability for a
long time. The targer is organic growth of
§5-7% per year with maintained or improved
profitability. The following strategic priorities
apply to the years ahead:

*  Further develop the world-leading
position within incontinence care.

* Increase growth in fast-growing markets
in Eastern Europe, Asia and Latin
America,

* Continue development of insight into
consumer and customer needs in order 1o
accelerate the launch rate for innovative
product offerings.

+ Continuously enhance production and
distribution efficiency.

EX Bpew Tl
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INCONTINENCE CARE

A continued high growth rate is the top prior-
ity within inconrinence care. Market leader-
ship in developed markets will be strength-
ened and built up in several of the new, fast-
growing markets in Eastern Europe, Asia and
Lartin America. SCA seeks to develop market-
leading positions through continuous im-
provemenis to product range, marketing,
service and concepts.

One key task is to increase understanding
and acceprance among consumers for incon-
tinence, a health problem that is often sur-
rounded by taboos. Demand is strengthened
through marketing and information, com-
bined with effective and comfortable prod-
ucts and improved availability in all sales
channels.

Most sales go to nursing institutions and
care in the home. For these customer groups
the main emphasis is on supplying high-qual-
ity products and qualified advisory services
that improve the quality of life for the end-
consumers and simplify the work and reduce
the costs of the health care providers,

In the retail sector, SCA is working to in-
crease undzrstanding for the need of inconti-
nence care through active information and
advertising. Sales are growing at a fast pace
and new products are launched continuously.
The products are increasingly discreet, easy-
to-use and effective.

BABY DIAPERS
SCA is the second largest baby diaper manufac-
turer in Furope and number three in the world.
The strategy is to further develop and consoli-
date brand positions in mature markets such as
the Nordic region and New Zealand. SCA is
alse well pesitioned in large, fast-growing mar-
kets such as Eastern Europe, Latin America, and
some significant countries in Southeast Asia.
Sales in Ind a started during the year through a
new joint venture, This is a small market so far
but one with huge potential.

SCA is also a significant supplier of baby
diapers for retailers’ brands by offering mod-
ern, high-quality products ar a competitive

w & $

price, and providing a high level of service.
Sales are primarily to markets where SCA
does not have a position with its own brands.
SCA accounts for one-third of the European
marker for retailers’ brands.

Efforts ro develop innovative products
based on insight into customer and consumer
preferences continue. The trends are thar the
diaper age is lengthening and thar the priori-
ties are comfort and easy changing. SCA is in
the forefront within development of pant dia-
pers which are the fastest growing category.

FEMININE CARE

SCA develops and expands strong, selective
market positions in Europe, Latin America,
Australia and New Zealand, and focuses on
growth in the fast-growing markers in East-
ern Europe and the Middle East.

SCA focuses primarily on developing pads
and panty liners for a number of its own local
and regional brands which are coordinared in
a global brand platform. This is supported by
the unique SecureFit product concept devel-
oped by SCA which provides excellenr pro-
tection against leakage and a very good fit.

Brand categories, Europe
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Within Personal Care, retailers’ brancis account for a
relativety small share of the total market.
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SCA also supplies growing volumes to retail-
ers’ brands.

In addition to expansion and product de-
velopment based on insight into customer
and consumer preferences, priority is also
given to new product concepts, production
transfers and rationalization of production
strucrure. This has improved profitability
throughout the operations.

INNCVATION

Deep insight into customer and consumer re-
quirements is of fundamental importance for
SCA’s success in product development and
brand management, This insight must include
consumers’ actual behaviour and also un-
identified needs, as well as the ability to predict
unexpressed needs and changes in preferences.
For this reasen SCA makes regular investments

!
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SCA’s femining care products are developad to provide a snug fit which gives greater security and comfort.

in studies that provide knowledge for product
development, often in cooperation with cus-
tomers, and in brand positioning. This relates
to function, fir, communication and design,

A number of years ago, Personal Care in-
creased its investments in research and devel-
opment. This has resulted in a strong increase
in the number of new and upgraded products
within all product and market areas and in-
creased the rare of product launches. The
strategy is to continue to focus on product de-
velopment and market communication.

EFFICIENT PRODUCTION

Continuous cost reduction is given high pri-
ority. Production takes place in 21 plants in
18 countries. Manufacture is flexible in order
ro adaprt to changes in demand. This allows
fast adjustment to changed or new specifica-

tions in response to customer and consumer
needs, which has become increasingly impor-
tant in recent years. For example, production
of baby diapers was adjusted during the year
so that open diapers with elastic sides can also
be manufactured.

Since 2000 production facilities in Europe
has been made more efficient and five have
been closed. Production is now concentrated
to seven plants including two new ones in
Eastern Europe. All European production of
feminine care products has been moved to
Slovakia and a newly established plant in Po-
land accounts for an increasingly large pro-
portion of manufacture of baby diapers and
incontinence care preducts.

Investments in production in Fastern Eu-
rope are successful and morivare continued
expansion.
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Personal Care

Performance and challenges 2007

Sales and earnings improved during the
year due to strong growth, a high rate of
product development, innovations and a
continued focus on cost control. Growth
was particularly high in Russia and Latin
America. SCA is building up an increasingly
strong market presence in these regions.

MARKET, SALES AND EARNINGS

Sales increased by 4% due to growing demand
within SCA’s major markets in Europe as well
as rising consumption in growth countries.
SCA strengthened its positions in many mar-
kets due, among other things, to a high rate of
product launches. This gives SCA a better
product mix which strengthens profitability
despite rising raw material prices, costs of es-

During 2007, SCA launchect a bmitect edition of the first design
diaper in the Nordic region under the name Libero Spring
Collection.

Net sales and operating profit

25,000 SEKm -5,003
20,000 = r———— —< — 4,000
15.009—' e e — 3,000
10.000 — — — — e = 2,000

5000 — — —m — — —10’
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Net sales
== Operating profit
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tablishment in new markets and investments in
producr development.

FUTURE FOCUS

There is considerable potential for incontinence
care products which are sold in over 90 coun-
tries under the global TENA brand. The major
challenges include growing in Latin America,
Asia and Eastern Europe as well as further
strengtheniag positions in the more marure
markets. New sales channels, such as the inter-
net also previde artractive opportunities.

Penetration remains low in several mar-
kets and the producs are nor yet fully availa-
ble in all channels. The growrh rate will con-
tinue to be substantial wichin all sales chan-
nels: instivutions, home care and retail.
Product offerings for institutional customers
are continvously expanded with various pe-
ripheral products and services. This is mar-
keted and packaged as the TENA Services
concept to zive the customer increased value-
added. [nvestments in growrh in new and es-
tablished markets continued during the year
with a global programme for product renewal
under the TENA brand. The entire segment for
institutional customers was upgraded.

The rate of product development remains
high for incontinence products sold via retail
outlets where new products were taunched in
Europe. During the year further investments
were also made to strengthen the global posi-
tion within incontinence care products devel-
oped for men, TENA for Men. The product
portfolio in the US was also upgraded.

Operating cash flow
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In baby diapers, the focus during the year
was on development of elastic sides for the
open diapers. This was well received by con-
sumers. The communications concept was
also updated for the Libero brand and the
launch of the spring design collection generat-
ed stronger market shares for Libero Up&Go
in the Nordic countries. Challenges for the fu-
ture include growth in markets in Russia and
Eastern Europe where Libero is one of the
leading brands, as well as in India where Libe-
ro was introduced during the year through a
joint venture.

Development within feminine care was
good during the year with increased sales and
improved profitability. SCA formed a joint
venture during the year to manufacture and
sell feminine care products in the Middle East
and Egypt. Market prospects in this region are
favourable with a young female population.
Significant investments were made in Latin
America, and Mexico is now SCA’s largest sin-
gle market for feminine care, Further expan-
sion has high priority with Brazil offering at-
tractive possibilities. SCA’s global product con-
cept SecureFit contributes to good growth and
is a key platform for continued expansion. The
rate of expansion is high. During the year a
feminine care product with a new surface ma-
terial was introduced in the Russian markert.
The new feminine care product Saba Confort
was launched in Mexico.

Key figures

Group
SEKm 2007 share% 2006
Net sales 22101 21 2,272
Operatingcashsuplus _ 8955 26 3778
Change in working
captl 216 e
Current capital
expendtures -T4B 14 549
Other changes in
operaingcashflow_ -71 -108
Operating cash flow 2,918 6 2984
Operatingprofit __ 2960 28 _279
Operatingmergin,% 13~ __ 13
Capitalemployed 9268 9 8471
Return, % _ 32 R
Strategic investments . _
_plant and equipment -172 _ 13 =334
restructuring costs 3 ... -lo
company gequisitions - 156 _ 3 D
Average number of
employees 7.176 14 7,560
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More than 300 million people workdwide suffer from incontinence and the number is growing fast in
paca with an increasingly ageing population. it is highly fikely that the number is actually far higher

sinca incontinence ramains very much a taboo subject. Many people still do not receive any kind of

Market Incontinence care
High growth for incontinence care

SCA is the world leader in incontinence
products with its global TENA brand. In-
continence affects between 5 and 7% of
the world’s population. The global inconti-
nence care market is valued at approxi-
mately SEK 45-50bn. Europe accounts for
approximately 45% of the market, North
America for about 30% with Asia account-
ing for most of the remainder.

Incontinence care products are used in insti-
tutional care and are also sold in pharmacies,
special stores for medical supplies, and
through retail outlets. The global market is
growing by over 5% per year, particularly
through increased retail sales.

Market growth is driven by increasingly
ageing populations as well as improved
household purchasing power. Wider accept-
ance of incontinence and related products is
also driving growth, Growth is primarily tak-
ing place in the light incontinence products
segment,

SCA’s global TENA brand is marketed in
most countries with a developed consumer

market, i.e. more than 90 countries. SCA has
26% of the global market, 40% of the Furo-
pean market and 19% of the North American
market. SCA is also the leading player in Aus-
tralia, New Zealand and Latin America.

Annual per capita consumption of
incontinence care

25 No. per capita/year

treatment or pretection to handla their incontinence.

Incontinence care - sales channels

Home care Institutional cara

2% I

Retail outlets
36%

Incontinence care - global market shares

Other

38%
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What goes in must come out

™

The averaga baby i the Wastern world today uses approximately 4,500 diapers before their potty
training is fully effective. Of the world's approximately 300 milion chiddren below the age of two,
more than 75% still do not enjoy 1he practical and effective hygiene and protection against infection
and diseass provided by the disposable diaper.

Market Baby diaper

Fast growth for Libero in the East

The total European market for baby diapers
is valued at SEK 30-35bn. Pant diapers ac-
count for 14% of this total. A growing

SCA is the third largest player. In Malaysia,
Thailand and Singapore, SCA holds leading
positions with the Drypers brand, and in New

Regionat market positions {selection)

number of consumers appreciate the secu-  Zealand wih the Treasures brand. $CA also Market Position
rity and convenience of pant diapers. has strong brands in Latin America. :ﬁ;zg'm - ;
During the year, SCA entered a joint ven- Golombia 2

Pant diapers is the segment with the strongest  ture in India and thus laid the foundations for Russa . _ . 3
Eastern Europe 3

growth in Western Europe, approximately 5%
per year. Growth for baby diapers is particu-
larly high in markets in Asia, Laon America,
Eastern Europe and Africa. The reason for this
is high birth rares, improved standards of liv-
ing and higher disposable income.

furcher strengthening of market positions in
Asia,

SCA also sells baby diapers under retail-
ers’ brands and supplies several major Euro-
pean retail chains.

Annual per capita consumption of baby
diapers

SCA sells baby diapers in more than 50 2,000 MTDECHRGIEN 0-30 months/year
countries. SCA has strong brands in the Nor- '
dic region, parts of Eastern Europe, Russia,
Latin America, Africa, Asia and New Zealand. Brand catagories, Europe 180= —
SCA is the second largest player in Eu- I
rope, with a market share of 15%. In the Nor- Retallers' brar ds brands 0= —
dic region, SCA is the market leader with the 5% 5%
Libero brand with a market share of over 50— —— = —

55%. During the year, a new stretch diaper
was launched in Sweden. This is significant
for the defence and further development of
market positions. Libero is growing fast in
parts of Eastern Europe and in Russia where
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Market Feminine care

For thousands of years women used rags during menstruation, The first disposable pads came on
the market in Germany and the US at the end of the 19th century. Today's newly developed pads
are designed to be atmaost invisible: thin with an optimal fit.

Good growth in Asia and Latin America

The global market for feminine care is val-
ued at approximately SEK 90bn. In Europe
pads account for approximately 50% of
sales with panty liners and tampons each
accounting for about 25%.

Global use of feminine care products is rising
due to an increasing number of women of
child-bearing age. In Europe, however, this
age group is decreasing slightly due to an age-
ing population. Growth for feminine care
products is good in Asia and Latin America
due to an expanding target group and in-
creased market penetration. There is also high
growth potential in Eastern Europe.

SCA’s feminine care products are mar-
keted in 83 countries. This means that about
every fifth woman in the world can buy the
company’s products. SCA’s main market for
feminine care, however, is Europe where
SCA is the third largest player. Sales share is
growing in Latin America where SCA is mar-
ket leader in several countries. In this region,
sales are often made via jointly owned com-
panies. During rhe year SCA entered a joint
venture company in the Middle East which

will enable women in countries that include
Saudi Arabia, Egypr and Jordan to buy SCA’s
products, SCA also has strong market posi-
tions in parts of Eastern Europe. In some
markets where there is intense competition,
such as Germany, SCA is increasing its mar-
ket shares through sales of products under
retailers’ brands.

Brand categories, Europe

Manutacturers'
Ratailers’ brands brands

14% B6%

Regional market positions (selection}

Market Pesition

Aygra\ia
Colombia
Peru ) L
Mexico _

Norlic region

i
1
1
2
2

Annual per capita consumption of feminine
care

Numberfwoman 15-4% years/year
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Tissue

Clean and tidy - hemes, workpleces and hands. SCA is Europe’s larg-
est supplier of tissue. We sell foilet paper, kitchen rolis, handikerchiefs

znd naskins for tousencids, gs well s tissue products for companies,

restaurants, hotels and hospiials throughout the world. Leeping things
tidy, washing and drying hands are the simpiest and most effective
ways o prevent the spread of|disease. Tissue promotes fiealth and
well-being. )

Tissue Share of thp Group Geographic presence

Consumer tissue consists of teilet paper, kitchen rolls,
{acial tissue, handkerchiefs and napkins, The products
are sold both under SCA's brands and retaters’ prands. In
the bulk censumer, Away-From-Home (AFH) product seg-
ment, SCA’s offering is based on complete hygiene solu-

~—
tians for companies and institutions,

[Nel sales Cperating profit
31% 7%

2 employed Average no. SCA's products are sold in some 80 countries throughout
35% of employees the world. SCA produces tissue at 35 facilities in 19 coun-
3% tries,

Sales by product segment Sales per rggion Markel positiens
North
AFH tissue Cansumer lissue Australia 8% Europe Europe America Global

e Latin America h 64% Consumer tissue 1

9% Tissue for bulk
consumers - AFH 1

North America|
19%

Deliveries {tonnes}
2006

Consuwmer tissue . 1,121,686 1,381,277
Tissue for bulk
cansumars - AFH 836,268 864,199
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Tissue
Strategy

SCA is the world’s third largest and Europe's
largest supplier of consumer tissue and
Away-From-Home (AFH)} tissue, SCA's
strengths in this business area are insight
into customer and consumer needs, a high
rate of innovation and efficient production
processes. Considerable rationalization, in-
vestment and product development in re-
cent years have strengthened profitability
and market positions as well as increasing
the rate of expansion in growth countries.

In tissue, SCA operates in two main segments:
consumer tissue and tissue for bulk consum-
ers, Away-From-Home (AFH) tissue.

Consumer tissue includes toilet paper,
kitchen rolls, facial tissue, handkerchiefs and
napkins which are sold to end-consumers in
retail stores. Approximartely 40% of SCA’s
sales consists of products under its awn strong
regional brands such as Zewa, Tempo, Velver,
Sorbent, Edet and Regio. The remainder is
sold as retailers’ brands.

SCA is investing more rescurces than pre-
viously in developing and strengthening its
own brands. One step in this direcrion was
the acquisition of Procter & Gamble’s Euro-
pean tissue operations during the year, This
acquisition strengthened SCA’s positions in
several key markets in Europe and increased
the proportion of own-brand sales.

In the AFH segment, SCA delivers com-
plete hygiene concepts to institutions and
companies. These include tissue products, dis-
pensers, soap and services which are market-
ed under the global Tork brand. Development
within the AFH segment is moving towards a
global category organization where group-
wide marker communication and global prod-
uct concepts will be strengthened. Tork was
launched in the US during the year and the
products are now sold in almost 80 countries
worldwide.

STRATEGIC PRIORITIES ARE:

*  Continue to focus on customer and
consumer insight, innovations, product
development and marketing.

"4
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s Strengthen own-brand positions within
consumer tissue, combined with a clearer
added-value offering for retailers’ brands.

¢ Increas: presence in growth markets
through acquisitions, partnerships and
investments in production, distribution
and sal:s — primarily under own brands.

*  Continue to strengrhen the global Tork
brand within AFH.

» Consolidate partnerships with leading
wholesalers and retailers.

¢ Conrinue to optimize the supply chain
and improve production efficiency.

CONSUMER TISSUE

The ability <o understand the future demands
of customers and consumers is fundamental
for the creation of lasting value. The strategy
includes investing more resources in consum-
er insight, innovarions and product develop-
ment in order to strengthen SCA’s own brands.
These constirute the driving force for devel-
opment and improvemenr of profitability
throughout the segment.

SCA offers retailers a complete range of
products within the highest quality segments
under SCA% own brands and high-quality
products for retailers” brands. For a number
of years SCA has been working with a full
service offering that includes not only pro-
duction and delivery but also service coopera-
tion for product development, product range,
design, marketing and logistics. This offering,
which saves zosts and increases value for both
supplier anc retailer, has been well received
by many leading retail chains.

One key strategy is ro expand in growth
markets with a strong focus on own brands.
SCA is market leader in Russia and number
twe in Latin America and has particularly
strong positions in Colombia and Ecuador.

AFH TISSUE
SCA is a leacing global player for demanding
customers in industry, offices, health care, ho-
tels and restaurants.

SCA has a strong global presence with a
market posit:on amang the top three and frse

place in Europe. Sales, marketing and product
development take place under the Tork brand.
This provides significant synergies since dif-
ferences in consumer preferences in different
contirents are minor as regards paper and
dispenser systems. ’

AFH products are distributed via whole-
salers, service companies or directly to cus-
tomers. Consolidation is taking place among
customers which, combined with increased
outsourcing, is leading to ever larger global
players among wholesalers, service compa-
nies, the antomotive industry, hotels and res-
taurants. For many years SCA has been focus-
ing on partnerships with the main service
companies and customers for product devel-
opment and the design of service concepts
that make the systems increasingly efficient.

The North American market is the world’s
largest with a significantly higher per capita
consumption than in Europe. SCA has a very
good position and is competing for second
place in terms of volume. SCA’s market posi-
tion is particularly strong in the restaurant
sector where every second napkin is supplied
by SCA. Priority is given to ongoing product
range and quality enhancements, upgrades of
systems and increasingly extensive coopera-
tion and service commitments together with
customers. One key component in the custom-
er offering is to provide a high level of service.
In recent years SCA has steadily improved its
punctuality, quality and delivery reliability.

EFFICIENT PRODUCTION

Vigorous rationalizations has given SCA a
cost-effective production structure with well-
placed facilities thar enable good logistics and
proximity to customers and consumers. The
organization covers the entire value chain
from purchases of raw material through pro-
duction to logistics and sales. This provides
efficient, shared utilisation of skills and other
resources for both production flows and con-

sumer insight, brand building and product
development.




Performance and challenges 2007

Sales and earnings improved in the face of
continued demanding market conditions
and rising raw material costs. Demand for
the products rose and prices improved dur-
ing the year. Significant investments for the
future are under way with innovations, prod-
uct development and launches of new and
upgraded products and service concepts.

MARKET, SALES AND EARNINGS

The year was characterized by intensive ef-
forts to develop the customer offering and im-
prove the cost position. A large number of
new and upgraded products were launched,
the level of service was raised significantly in
Europe and efficiency was improved. These
measures also provided support for the price
increases that were effected in Europe and the
US against the background, among other
things, of higher raw material prices.

The strategic acquisition of P&G’s tissue
aperations during the year significantly im-
proved the structural strength of the European
marker posirion. Integration of these cperations
started in the autumn and is proceeding accord-
ing 1o plan. Synergy gains arise both within sales
and marketing and through an improvement of
the producticn structure in order to achieve im-
proved logistics and service. The full effect of
the synergies from this acquisition is expected
after three years in an annual amount of SEK
700m. The intention is to further optimize pro-
duction by concentration to a lower number of
units, whereby capacity of appoximately
100,000 tonnes can be phased out.

The acquisition brings valuable brands,
including Tempo for handkerchiefs and five

Net sates and operating profit
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efficient production plants in locations that
offer flexibility for continued rationalisation
and expansion investments, SCA now has an
even clearer role as marker leader with a pro-
duction system and volumes that provide a
leading position in the future development of
the Furopean tissue market.

The cost-cutting programme launched in
2005 in order to greatly improve the cost po-
sition was completed successfully. A number
non-competitive mills and converting facili-
ties were sold or closed and the workforce has
been reduced. At the same time, investments
were made in new equipment for higher qual-
ity and more efficient production.

FUTURE FOCUS

One strategic theme is expansion in growth
markets. SCA's marker-leading position in
Russia, where the market is expected to grow
by an annual average of approximately 8%,
will be strengthened by a decision to build a
new plant outside Moscow. The operations in
South America will be complemented with
additional capacity extensions and market
penetration.

The acquisition of a minority sharehold-
ing in the Chinese tissue company Vinda pro-
vided a foothold in China initially for con-
sumer tissue, but also offers good portential
within AFH rissue. The acquisition of P&G’s
European tissue operations also brought a
leading position for handkerchiefs under the
Tempo brand in Hong Kong.

In AFH tissue development of the global
Tork brand continues and Tork was launched
in the US during the year.

Qperating cash flow
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Zewa Haus & Garten, an extra strong kitchen roll especially
designed for heavy household and garden work, was launched
during the year.

A decision was made to invest approxi-
mately SEK 1bn in a new tissue machine in
Barron, USA. The new machine, which will go
into preduction in summer 2008, will provide
a welcome addition for conrinued positive de-
velopment for AFH products in the US, Ca-
pacity in the Barton plant will rise from
100,000 tonnes to 170,000 tonnes and lead
to significantly lower costs and higher paper
quality,

In the AFH segment there is potential for
growth and better profitability in Europe. This
involves an improved product mix, quality en-
hancements, upgrades of systems and an im-
proved service offering for major international
customers. SCA will focus its attention, among
other rthings, on markets that are expected to
show the fastest growth, Southern Europe and
Eastern Europe and Russia,

Kay figures
Group
SEXm 2007 share’% 2006
Not sales 33332 31 31,336
Operating cash surplus 3913 26 3528
Change in working
capital w2 -140
Current capital
expenditures -1426 28 -1868
Other changes in
operating cash flow =255 I ]
Operating cash flow 2,404 30 1,101
Operating profit o2 17 1,490
Operating margin, % . .5, 5
Capital employed 33,380 35 33,449
Return, % 5 4
Strategic investments ~ )
plant and equipment -576 43 —468
FESITUCHNNG COStS. - -5 . -i5
comparty acquisitions_-4,190 92 =51
Average number of
employees 15,433 31 14,568
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A kitchen aid

Market Consumer
Market leader in Europe

The consumer tissue segment consists of toilet
paper, kitchen rolls, facial cissue, handker-
chiefs and napkins. The global market totals
over SEK 290bn with Europe accounting for
just over one-quarter. Growth in Western Eu-
rope 1s approximately 3% per year and East-
ern Europe is growing considerably faster.
SCA is the leading supplier in Europe with a
market share of 26%. In Latin America, SCA
is the second-largest producer of consumer
tissue. SCA holds sirong positions in coun-
tries including Mexico, Colombia, Chile and
Ecuador, all regions with high growth.

SCA’s brands have a strong position with
Zewa in Germany, Austria, Russia and parts of
Eastern Europe. SCA’s Edet brand is well
placed in the Nordic region and the Nether-
lands. The Velvet brand is strong in the UK.

During the year SCA acquired P&G’s Eu-
ropean tissue operations which included the
Tempo brand. SCA thereby further strength-
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For paople who could afford and gat hold of them, newspapers were the forerunners to the kitchen
rolls of today for keeping the home clean and tidy. Hygiene experts often point to washing hands
together with kitchen rolls, napking and paper handkerchiefs as the single most important steps

ened its positions for branded products. SCA is
also Europe’s largest supplier of tissue for re-
tailers’ brards with significant positions in sev-
eral key European markets.

In Australia and New Zealand, SCA is the
leader with a market share of approximately
35% and 50% respectively. The products are
sold under the Sorbent and other brands.

Market shares — Consurner tissue, Europe
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Market AFH

When thera was no paper in the privy peopla used what they had: grass, leaves, rags or seaweed.
Mass consumption of packs of square paper did not start until the end ot the 19th century. The
modermn roll with soft paper stems from the early 1840s, a convenience still unknown to hundreds of

SCA is the market leader in AFH tissue

Product groups within the AFH segment are
paper towels, toilet paper, napkins, facial tissue,
dispensers and tissue products used in industry.

The global market for AFH rissue amounts
to SEK 86bn, with North America accounting
for 39% and Europe for 34%.

The market is growing by approximately
2% per year in Western Europe and at a
slightly lower rate in North America. SCA is
the largest supplier of AFH products in Eu-
rope with a market share of 17%. In North

Market shares AFH, Europe

America, SCA is the third-largest player with
a market share of 19%. Qutside North Amer-
ica and Furope, market penetration of AFH
tissue is still relatively low.

The market is divided into the following
customer categories: hotels, restaurants and
catering (HoReCa), offices, industry and
health care. The highest growth is within
HoReCa, driven by growth in the restaurant
and rourist industries. The office and industry
segment grows in pace with the economy.

Market shares AFH, North America

Other

Georgia-Pacific
0%

miions of households worldwids. &

Products are distributed by wholesalers
and service companies or directly to individu-
al customers. Greater consolidation means
that customers are becoming larger and more
international, which benefits global compa-
nies such as SCA.

Annual per capita consumption of tissue
25 kg per capita/year
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Packaging
Secure and attractive peckaging cuts costs for consumers and strengih-

ens customers’ brands. SCA ET a worid-leading supplier of packaging

solutions that safeguard local|and internationa: transport of fecod and
other consumer goods as weil as preducts recuired by indusiry. SCA
aevelops smart holistic solutigns which make transport less expensive.
We focus on creative design that offers customers geod peoint-of-saie

dispiay and makes things easipr for consumers.

Packaging Share of tHe Group Geographic presence

SCAis a full-service suppfier of packaging solutions and
offers both transpert and consumer packaging. Most of
the packaging is used for food, consumer durables and
industrial products and is made primarily of corrugated
board.

et sales Operating profit
3% 25%

Capital Average no. Salas in some 50 countries in Europa and Asia. Produc-
meloyed of employees tion takes place in more than 300 facilities in some 30
28% 4% countries.

Sales by product segment Sales by re Deliveries

Other 1% Other 4% Corugated board {Mm?)

Conventional corrugated Kraftliner (ktonnes|
lndusiia packageg % | boars pachagng Asa Euwrope Kralingr (donnes)
Service 6% N T T T ee% North Amarica T om estlinar/fluting (kionnes)

Protective T 1%
packaging .

10%

Consumer

packaging g

14% . , Total congumption of containerboard
ot Own production
Net purchases

Containerboard {ktonnes)
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Packaging
Strategy

SCA is continuing its progress towards be-
coming a full-service packaging supplier.
This means that SCA operates throughout
the entire packaging chain including design,
packaging manufacture and improving cus-
tomer logistics. The North American pack-
aging operations were sold in 2007 and SCA
now focuses on the more mature markets in
Europe, as well as on the emerging markets
in Eastern Europe and China.

INCREASED VALUE-ADDED FOR SCA

AND ITS CUSTOMERS

SCA is one of Europe’s leading suppliers of

packaging for a number of different applica-

rions. These include consumer and point-of-
sale packaging, shelf-ready packaging, cus-
tomized protective packaging, and transport
packaging made from corrugated board as
well as a full service concept aimed at manu-
facturers, distributors and retailers. The cus-
tomer base includes well-known, internation-
al companies such as Nestlé, Arla Foods,

Hewlett Packard, Nokia, Procter & Gamble,

Unilever, and Husqvarna as well as packaging

solutions for SCA’s hygiene business.

Much of SCA’s packaging is used in retail
and is on display to end-consumers. The pack-
aging is therefore a key communicator of prod-
uct content and plays a decisive role in pro-
moting the product to end-consumers. Based
on its comprehensive knowledge of packaging
design, consumer behaviour and the needs of
retailers, SCA focuses on three value offerings
for its customers’ entire packaging chain,
where cooperation also includes the custom-
er’s marketing and sales organization.

+ Packaging is a key part of market
communication and must have an
attractive design and high-quality
printing.

»  Cost-effective transport requires
optimization of packaging space based
on logistic principles with an optimal
strength-to-weight ratio.

«  During transport the packaging must
provide effective protection against
shocks, vibrations and temperature
changes.
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Packaging operations are undergoing rapid de-
velopment. Significant development initiatives,
efficiency enhancements and investments are
under way to increase growth, improve profic-
ability and strengthen leading positions. The
strategic priorities within Packaging are:

+ Toincrease the proportion of complete
packaging solutions in close cooperation
with ¢ustomers,

» To lead development in the packaging
market with innovations and product
development.

» Toexpand in the fast-growing markets in
Eastera Europe as well as in China.

+ To cortinue to push for continuous
producrivity improvements,

PACKAGING DESIGN LEADER

SCA supports its customers by providing
complete sackaging solutions from concept
to consumer. The aim is to improve function-
ality, stmplify and streamline transport, pack-
ing and handling of goods, provide cost-effec-
tive design, create attractive opportunities for
product display and strengthen brand recog-
nition. With ten Design Centres in Europe
and Asia, SCA has a unique strategic expertise
and competitiveness that was strengthened in
2006 with the inauguration of an Innovation
Centre in Brussels, Belgium. New packaging
solutions are developed in SCA’s Design Cen-
tres in close cooperation with customers. New
technologies, material solutions and design
tools are tusted at the centres.

NEW MARKETS

Purpose-dzsigned packaging is a prerequisite
for the global economy’s extensive trade and
transport of goods. The packaging market
grows hand-in-hand with industrial produc-
tion. In order to take advantage of growth in
new regions, SCA makes significant invest-
ments in the fast-growing markets in Eastern
Europe as well as in China and currently has
some 20 plants in Asia and around ten pro-
duction units in Eastern Europe. The focus is
on high-value segments such as consumer
electronics, car parts and high-quality con-
sumer packaging where SCA has achieved a

leading position. A new Design Centre was
maugurated in China during the year thac
works with the same concept as in Europe.

EFFICIENT PRCDUCTION

Continual improvements and efficiency en-
hancements in production are important stra-
tegic cornerstones within Packaging. The
major cost-cutting programme, which was
launched in 2005, was successfully completed
during the year. Efficency enhancement work
will continue in the future in order to ensure
competitive production. This involves the en-
tire supply chain from raw material to cus-
tomers, including a review of suppliers and
purchasing, the removal of bottlenecks and a
reduction of capital tied up in machinery,
goods and flows. Education and training are
helping employees to focus on cost efficiency
and productivity improvements. Ongoing in-
vestments are also being made in the produc-
tion plants in order to further consolidate po-
sitions and be able 1o offer customers high-
quality products.
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Be seen

Packaging supports customers with in-store brand building,
making sure their products are realty noticed on the shelf.
Packaging is therefore a key marketing tool.
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Be moved

Effective and cost-efficient packaging is developed in close
collaboration with customers. The packaging is optimized
based on logistic principles and the aim is to provide a
complete solution at every touch point along the outbound
supply chain.

VPRV TS

Be secured
During transport the packaging must protect against knocks,
Loclout for jolts and temparature fluctuations. The aim is to focus on the
sgary Veq"- customers’ operations and SCA’s packaging solutions provide
' = secure transport.

Lookout for
scary veg..,
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Packaging

Performance and challenges in 2007

SCA’s sales benefited from a continued
strong economy and favourable market
growth during the year. Earnings increased
despite rising raw material costs. Price in-
creases and the positive effects of SCA’s ef-
ficiency programmes contributed to this im-
provemeant. The favourable development
was underpinned by several aggressive in-
vestments designed to achieve greater
competitiveness and customer-driven de-
velopment.

MARKET, SALES AND EARNINGS

Demand for packaging was good in SCA’s
largest markets in Europe, particularly in Ger-
many, both from industry and the consumer
sector. As a result of investments made in re-
cent years, the operations in Eastern Europe
as well as in China showed rapid growth driv-
en by strong domestic demand, a high rate of
investment and good export development.
Likewise, the strategic focus on advanced
consumer packaging contributed to the fa-
vourable sales trend. In order to further
strengthen competitiveness in the European
packaging operations, a decision was made to
phase out production capacity corresponding

Net sales and operating profit
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to 80 million m? of corrugated board and
200-300 thousand tonnes of paper capacity.
The measures are designed to create long-
terim competitiveness. Market shares were
strengthened in key segments in both Europe
and emerging markets,

The packaging operations in North Ameri-
ca were scld during the year in order to con-
centrate resources on the fast-growing markets
in Eastern Europe and in Asia. In Western Eu-
rope, where SCA has a well developed struc-
ture and strong market position, the strategy is
to further develop the operations towards seg-
ments with a higher value content.

FUTURE INVESTMENT

The continued long-term transformation of
Packaging into a full-service supplier of custom-
er- and consumer-oriented packaging solutions,
was furthe: strengthened by the establishment
of new Design Centres during the year.

During the year a decision was made to
build a new corrugated board plant in Nantes,
France. Capacity expansion in Eastern Eu-
rope was also given priority. Here SCA is
growing within high-value niches, several
with very good growth, In Poland investments

Operating cash flow
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were made in two packaging plants and in
Romania an existing plant was upgraded into
a fully integrated facility for corrugated board
packaging.

The positive sales trend in China contin-
ues and in April a new packaging plant was
inaugurated in Suzhou, near Shanghai. Dur-
ing the year a decision was also made to build
a new packaging plant in Nanjing. Growth
prospects are very good now that China is es-
tablishing itself as one of the world’s leading
production and export economies. Increased
costs for raw material and limited opportuni-
ties for price increases mean, however, that
profitability is relatively low in the Chinese
market. The world’s leading industrial com-
panies, many of them already SCA customers,
are making major investments in production
in China. This is creating strong growth in do-
mestic production and offers new business
opportunities for SCA.

Key figures
Group

SEXm 2007 shame% 2006
Net sales _ 33728 31 33353
ofwhichinternal 489 o _ 4T
Operafingcashsuplus 4088 27 3647
Change in warking
capital 674 __ -353
Current capital
expendtures -1811 37 _ 2261
Qther changesin
operating cash flow 323 - T8
Operating cash flow 1,150 14 324
Operating profit 2,851 26 2072
Operating margin, % . __ 8 R -
Capital employed 26,738 28 28,307
Return, % B _ 1o - 7
Strategic investments i

plant and equipment —A37 - ® -1

restructunng costs _ o

company acquisitions 97 2 -254
Averaga number of
amployees 23,561 47 24,640




Market Packaging
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SCA is a leading player in Europe

The European corrugated board market is
valued at approximately SEK 200bn. SCA is
the second-largest player with a market
share of 13%.

Packaging in different forms is used in every
segment of manufacturing industry. Everything
from fresh fruit to sophisticated industrial com-
ponents is packed for transport to the next link
in the value chain or to end-consumers. A cur-
rent trend within packaging is that the same
packaging is increasingly used both for trans-
port and to market and sell the contents. This

Demand tor corrugated board packaging
in Europe by end-user

Industral products

13%
~

Coensumer durables / s Food, processed

15% 19%

Food packagung accounts for a large share of the mar-
ket for comugated board packaging in Europe.

makes packaging in many contexts a banner
for the brand and market communication.

The food indusiry uses approximately
40% of the corrugated board packaging pro-
duced in Europe. 30% is used within manu-
facturing industry. Corrugated board is a ma-
terial that is expensive to transport in relation
to its value. For this reason most corrugated
board production is local and carried out
close the customers' production facilities.

There are a large number of corrugated
board producers in Europe. The level of con-
solidation within this market remains low

Corrugated board, producers in Europe
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with the five largest producers accounting for
atmost 43% of the total market.

CONTAINERBOARD

SCA is Europe's second-largest producer of
containerboard with production at seven
mills. Five of these manufacture testliner and
two produce kraftliner. SCA is approximarely
85% self-sufficient in containerboard. Like
the corrugated board market, the container-
board market is fragmented. The five largest
producers account for about 40% of the toal
market in Furope.

Containerboard, preducers in Europe
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Forest Products
Xaeni~g veople un-lo-date islone of the key tasiks for pever. SCA pro-
duces subication papers and wood preducts that are continually devel-
soed ‘o offer higher value-adfed. Qur substantial forest noldings are a
strategic assel and provide z [oczse for sustaingble develepment of our
integreted industrial operations, everything from publication papers,
iR, sewmilis and manufactyre of finished woeden components to inte-
=ors end decoraticn in homes and the furniture industry. Always being

do-to-dale is our goal.

Forest Products Share of the Group Geographic presence

Production comprises publication papers. pulp and sofid- TN
wood products. The business area also supplies the 7%

Group with raw matenal from SCA's own forests. Lot

Net sales Operating profit
17% 28%

7
N2

Capital Average no. Sales primarily in Europe, but also in North America and
employed of employeas Japan.
28% 8%

Sales by segment Sales by Deliveries

Other 6% SC paper Asia 4% 2006 2007

16% North Amdpica 3% Newsprint (lonnes) 567.000 552,000

LWG paper SC paper (lonnes) 502.000 502,000

R 5 LWC paper (tonnes) 465,000 480,000

Solid-wood products (m* 1,731,000 1.653.000

Newsprint
15%
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Forest Products
Strategy

SCA is one of Europe's most profitable pro-
ducers of forest products. Strengths include
deep customer insight, efficient production
facilities, integration with SCA’s own for-
ests, high value-added products and a sus-
tainability perspective at every level.

Forest Products consists of magazine paper,

newsprint, pulp, timber, solid-wood products

and biofuels. There are strong links between
these segments in a value chain that makes op-
timal use of SCA’s own wood raw material.

SCA has the following strategic priorities
for Forest Products:

* Continue to shift towards increasingly
developed products in high-quality
segments within publication papers,
sotid-wood products and pulp.

» Continue efficiency enhancements at the
production facilities.

¢ Further develop the integration berween
the forest and the industrial operations.

*  Exploit the commercial strengeh of the
sustainability perspective and SCA’s
leading environmental positions.

FOCUS ON HIGH-QUALITY MAGAZINE
PAPER

SCA focuses on the prime quality segments
within magazine paper, SC and LWC paper.
These are used for magazines, catalogues and
printed advertising, which are all areas with
good growth.

The properties of the paper are developed
continually reflecting consumer demand and
customer preferences so that it can express and
become an integral part of a magazine’s profile
and message. One example of adjustment to
increased environmental awareness is the re-
cently developed SC paper Grapho Verde
which contains more than 50% recycled fibre.
The paper has excellent printability and
strengthens SCA’s leading position as regards
econemic use of resources and environmental
initiatives.

Quality development of pulp benefits from
SCA being able to choose the right raw materi-
al for a specific pulp grade. The development
of Luna, a pulp grade with high absorption,
was successfully completed during the year
This product extends the application to in-
clude various packaging segments in the food
sector with its stringent hygiene requirements.
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VALUE-ADDED SOLID-WOOD PRODUCTS
SCA is one of the ten largest manufacturers of
solid-wood products in Europe and the shift
continues fowards increasingly processed and
customized products focused on markers with
good growth and leading customers. Raw
material, production and logistics expertise as
well as close cooperation with customers pro-
vide competitive advantages.

Two wrms clarify the strategy: visible
wood and developed wood.

Visible wood is products for interiors and
jotnery such as panels, floors, windows, doors
and furniture. The customer base includes the
house building sector, the home furnishings
sector and the furniture industry.

Developed wood is products that are pre-
pared for the next stage in the processing
chain in accordance with customer wishes
and which meet the demands of customers’
customers. Main markets today are Scandina-
via, France and the UK, SCA has a broad
range of products and services in this segment
with warehousing and sophisticated distribu-
tion to a large number of customers and build-
ing material distributors.

In othsr countries, SCA is a specialized
supplier within a limited number of market
segments. [n the eastern US deliveries mainly
comprise products for the building materials
trade, in Japan products for modular home
manufacturers, and in Italy components for
the window and furniture industries.

STRATEGIC RAW MATERIAL
INTEGRATION

Integration of raw material is an important
strategic cornerstone for Forest Products. The
forest assets are located in northern Sweden
where the Group has built up an effective sup-
ply syster. for its own mills and sawmills. Use
of SCA’s own wood raw material is optimized
for sawmills, pulp mills, paper production
and for biofuels. This enables the wood raw
material to be processed in an optimunt man-
ner and 1 eans that production is highly cost
effective. Transport 1s also a key part of this
integrated model. SCA has its own organiza-
tion for developing and improving distribu-
tion and transport in an envirommentally
sound manner. Among other things, large vol-
umes of publication papers are transported
on enviroamentally approved ships.

Control of its own wood raw material is a
key part of the Group’s long-term strategy. It
provides a stable cash flow, reliable supplies
and facilitates quality and cost control. This is
becoming increasingly important with inten-
sified competition for timber raw material in
northern Europe and rising demand for bio-
mass from the energy sector, which confirms
the value of the Group’s long-term sustaina-
bility strategies.

SCA’s forest holdings total 2.6 million hec-
tares, of which 2.0 million hectares is produc-
tive. The forest is managed on a long-term
basis and provides the base of SCA’s raw ma-
terial integration. Residual products from
felling, such as branches and tops, are being
used increasingly for production of renewa-
ble energy. A pilot project is also under way
using stumps as an energy raw material,

RENEWABLE ENERGY

Operations are mainly based on renewable
energy. Self-generated process power is in-
creasing all the time. During the year a deci-
sion was made for a major investment in wind
power totalling 2,800 GWh for electricity for
the industrial operations in Sweden in coop-
with the Norwegian
Statkraft. This and similar investments in re-
newable energy are essential for the long-term
development of the industrial operations.

eration company

CONTINUAL IMPROVEMENTS

Forest Products has continuously improved
its productivity over a number of years. The
industrial facilicies are large, competitive units
that are well-invested with modern technolo-
gy, Further investments were made during the
year both for production of solid-wood prod-
ucts and publication papers.

SCA’s own raw material supply provides
flexibility and the ability to overcome and
lessen the impact of external disruptions such
as a decline in supplies or major price fluctua-
tions. This provides a basis for consistent
quality and high productiviry.




Performance and challenges 2007

Global growth continued and pushed up de-
mand within most product and market
areas. Sales and earnings rose mainly due
to higher volumes for solid-wood preducts
and pulp. An already high margin strength-
ened. During the year the forest assets were
revalued and decisions were made for sig-
nificant investments to meet future chal-
lenges.

MARKET, SALES AND EARNINGS
Demand for publication papers remained
strong in Europe due to a high level of eco-
nomic activity and a favourable advertising
marker. SCA’s production was close 1o the ca-
pacity limit. Weaker demand in the US and a
falling dollar reduced profitability for export-
ed paper and volumes were moved from the
US to the European market. This led to price
pressure in some segments, Towards the end
of the year prices improved, however, as a re-
sule of structural adjustments and continued
high demand.

Development within solid-wood products
was very strong in the first part of the year.
Prices rose sharply and demand was very
high. Russian export duties on wood raw ma-
terial supported the high prices while effects
from storm-felled timber in recent years abat-
ed, The higher market prices meant that sup-
plies of solid-wood products increased sub-
stantially and rowards year-end some weak-
ening of the favourable price trend was noted.

Net sales and operating profit
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The pulp market was also well balanced dur-
ing the year due to strong global demand
which allowed prices to be raised. As a conse-
quence of higher timber prices, the value of
SCA’s forest assers was increased by SEK
5,173m {for more information, see Note 14
on page 88).

FUTURE FOCUS

SCA has a long-term competitive advantage
due to control over its own raw material,
good access to renewable energy and a grow-
ing market preference for products manufac-
tured with a sustainability perspective. These
conditions provide a strong platform for fu-
ture development.

During the year a decision was made to-
gether with the Norwegian company Seatkraft
to form a joint venture for major investments
in wind power in Sweden on SCA’ land. At
the same time, SCA signed an agreement with
Statkraft for electricity supplies for the
Group’s Swedish forest product operations.
This agreement also enabled a decision to in-
vest in increased capacity of mechanical pulp
at Oreviken paper mill in Sweden. The invest-
ment will increase capacity for pulp for IWC
paper and newsprint,

In solid-wood products a number of in-
vestments and measures were carricd out to
improve production and profitability. Severn
Timber in Wales was acquired during the year,
a company that processes and distributes sol-

Operating cash flow

SEKm
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id-wood products to the British building ma-
terials trade. This acquisition is in line with
SCA’s strategy to expand in profitable and
Erowing segments.

Good logisrics and an effective transport
network are a significant part of work with
continual improvements, During the year in-
vestments were decided to expand and im-
prove the efficiency of the two largest freight
hubs in Sundsvall, Sweden and Rorterdam,
the Netherlands.

HIGH PRODUCTIVITY WITH

LODGEPOLE PINE

Large-scale felling of the first gencration of
lodgepole pines (pinus contorta), which start-
ed in 2006, continued successfully in 2007.
This pine is about 40% more productive than
Swedish pine. SCA started planting lodgepole
pines on a large scale at the beginning of the
1970s. Experiences from both its biological
and industrial performance are good. This in-
vestment is a key part of SCA’s long-term raw
material strategy and continued integration
of competence within the forestry and indus-
trial operations.

Key figures
Group
SEKm 2007 share % 2006
Netsales 18744 17 17,651
of which internal 2434 - 2,004
Operating cash surplus 3,798 25 3,588
Change in working
capital . 464 ~137
Current capital
opendires  _ -1073 21 875
Other changes in
Gperating cash flow - ~27
Operating cash flow 2,240 28 2,549
Operating profit 7 2,870 28 2,475
Operatingmargn, % 15 __ 14
Capital employed _ 26849 28 25682
Return, % S 0
Strategic investments . o
plantandequpment 158 12 18
_restusturing costs Con . o
company acquisitions -137 3 -i8
Avarage number of
employees 4,082 g 4,348
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Market
Publication papers

The European market for publication pa-
pers amounts to SEK 130bn. Newsprint ac-
counts for almost 40% with other coated
and uncoated publication papers making up
the remainder. The magazine paper market
is growing by about 3% per year, while an-
nual growth in the newsprint market is slow-
er at approximately 1%.

Publication papers, producers in Europe
(capacity)
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SCA s not ona of the major players in tha market, but
focuses on procuct quality and cost-effective production,

Market

The European publication papers market 1s
characterized by high consolidation and the
five largest players have a marker share of
809% or more for most paper grades. SCA is
the sixth largest publication papers manufac-
turer in Europe. Among manufacrurers of
LWC paper, SCA is seventh in size and fifth
among producers of SC paper and newsprint.

Consolidation of the publication papers
market in Europe 1987-2007

Newspdnl  LWC paper  SC paper
11987 01997 2007

The graph shaws market shares for the five biggest
players in Western Europe.

Pulp, Timber and Solid-wood products

The world market for bleached softwood
sulphate pulp amounts to SEK 82bn. The
largest customers are non-integrated manu-
facturers of fine paper, publication papers
and tissue.

The European market for solid-wood prod-
ucts amounts to approximately SEK 180bn.
The industry is dominated by a large number
of small and medium-sized sawmills and the

five leading suppliers combined only account
for about 20% of the European market.

SCA’s sawmill operations hold strong po-
sitions in growing market segments and SCA
is the eight-largest manufacturer in Europe.

SCA is Furope’s largest private forest
owner with a rotal of 2.6 million hectares, of
which 2.0 million hectares are used for timber
production.

PUBLICATION PAPER DEFINITIONS

LWC paper

Light Weight Coated

A coated paper with a high mechanical pulp content,
Used for high gqualty magazines and advertising materi-
als with demanding colour-printing requirements.

SC paper

Supercalendered publication

A paper with a high-gloss surface and with a high con-
tent of mechanicat and/or recycled pulp. Mairdy used for
catalogues, magazines and advertising materials.

Newsprint
A paper used for newspapers that is hased on mechan-
ica! pulp from fresh wood fibre or recydad fibre,
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Other Group information

Customer and consumer insight

Good insight into the needs and driving forc-
es of customers and consumers is decisive
for successful innovation. Insight involves
understanding consumers’ actual behaviour
and what they think they need, but also being
able to predict unexpressed needs and
changed preferences,

A growing proportion of SCA’s product port-
folio consists of fast-moving consumer
goods. In order to improve market positions
and build strong brands, SCA invests signifi-
cant resources in improving its knowledge of
the behaviour of its customers and consum-
ers, This knowledge is one of SCA’s most im-
portant competitive tools. Customer and
consumer insight dictates the brand and
product portfolio, from innovarion and
product development ro planning market

communication.

CULTURE AND PROCESSES

Continual development is taking place within
SCA rowards a greater focus on brands with
the customer and consumer as the starting

point. SCA’s culture and processes have grad-
ually moved in this direction. Special training
programmes are continuously under way de-
signed to <reate a general understanding of
internal tools and processes. At the same time,
SCA makes every effort to establish more
long-term -elationships and strategic partner-
ships with customers, This improves SCA’s
ability to predict market trends and consumer
needs.

SCA IS A LEADING INNOVATOR

IN MANY AREAS

In incontirence products, where SCA is the
world leader, the rate of innovation is very
high. SCA conducts extensive research in
order to better understand customers and
consumers in this segment. Insight provides
opportunities to influence and understand the
problems surrounding incontinence. One ex-
ample of this is a slightly unusual packaging
solution. The TENA logotype and product
description are printed on a plastic wrapping
that can easily be removed from the discreet
single-colour paper packaging. This allows

TENA products to be stored discreetly in the
bathroom c¢upboard without revealing that
their owner suffers from incontinence.

There are also many innovations in the
fermninine care segment. SCA soon realized
that many women stll feel uncertain about
the safety of feminine care products due to the
risk of leakage. By conducting customer sur-
veys and panel tests, SCA found the correla-
tion between a comfortable fit, where the
product has a unique anatomically optimal
design, and perceived product safety. This led
to the development of the totally new extra
secure product concept Libresse SecureFit,

One example of a successful innovation
within Packaging is the Remy Martin cognac
packaging. This has a very high quality and
won a prestigious innovation award. The
packaging can be opened at the side for taste-
ful presentation of the cognac bottle in the
store.

During the year SCA also developed sev-
eral new point-of-sale packaging solutions
that make product handling more efficient
and improve in-store display.

Examples of innovations based on customer and consumer insight

The discreet
TENA packaging

The innovative

TENA packaging allows
discreet storage of the products
in the bathroom cupboard.

Flexible display
packaging
The same packaging can be

used in several ways to display
the goods in the store.
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The successful

Libresse SecurefFit

Libresse SecureFit gives
consumers extra security.

cognac packaging
Remy Martin packaging presents
the contents in a tasteful manner.




Sustainable development

SCA aims to create shareholder value and
contribute to a good environment as well as
economic and social prosperity for custom-
ers, employees and suppliers in the coun-
tries in which the company operates.

Sustainability is an integrated part of SCA's
business activities. Overall responsibility for
environmental and CSR issues rests with Group
senior management. These initiatives are long-
term and based on SCA’ core values: respect,
responsibility and excellence, and a basic com-
mitment to openness and transparency.

CLEAR TARGETS

SCA has adopted four sustainability rargerts
for the Group. Three of them are environmen-
tal targets within areas of major imporrance
to SCA — reduced carbon dioxide emissions,
reduced water consumption and emissions to
warer, and ensuring that the fibre used in pro-
duction does not originate from controversiak
sources.

The fourth target relates to compliance
with $CA’s Code of Conduct. Work in 2007
focused on evaluations of protecrion of
human rights in SCA’s operations in a selec-
tion of countries, supplier assessments and
development of a policy relating 1o blood-
borne diseases.

INCREASED INTEREST FROM SRI
PLAYERS

SCA’s sustainability work has attracred the ac-
tention of a number of fund managers and the
proportion of SRI players {Socially Responsi-
ble Investing) who invest in SCA shares has
risen in recent vears. The proportion of inves-
tors in SCA shares who in some respect have
sustainability as a criterion rose from 5% to
10% between 2004 and 2007.

SCA is included in a number of sustaina-
bility indexes, including the global FTSE-
4Good, which measures companies’ perform-
ance based on their ability to combine eco-
nomic growth with successful environmental
and social programmes.

SCA received a number of awards during
the vear. The company was ranked number
two among the world’s greenest companies in
a survey carried out by the British daily news-
paper The Independent and the Ethical In-

Target 1

More efficient use of water

From 2005 to 2010 specific water
consumption will be cut by 15%
and the specific organic content
(BOD) in wastewater will fall by
30%. This target applies to SCA's
pulp and paper mills (base year
2005).

Target 3

Responsible use of wood raw
material

SCA will continue to employ meth-
ods that ensure that no fresh fibre-
based material used in production
comes from controversial sources.

vestment Research Service {Eiris}, and SCA
was ranked among the “Global 100 Most
Sustainable Corporations in the World” by
the British consulring firm Innovest.

CERTIFICATION

Certification provides an important external
assessment of a company’s sustainability
work and SCA complies with several interna-
tional standards. The most impertant include
ISO 14001 {with few exceptions SCA’s Euro-
pean plants are certified according to this
standard), the Forest Stewardship Council
(FSC, an international organization which
sets standards for responsible forest manage-
ment) and Occupational Health & Safety As-

Target 2

Reduced emissions of
carbon dioxide

i: @irmamgaxaml

Reduced emissicns from fossil
fuels per unit of production. This
target applies to SCA's pulp and
paper mills {(using the previous
year as the base year).

Target 4

Compliance with SCA’s Code
of Conduct

SCA works continuously to make
the Code of Conduct an integrated
part of day-to-day operations.

sessment Series, OHSAS 18001 {working en-
vironment).

RMS

Resource Management System (RMS) is
SCA’s system for collection of environmenral
data and forms the basis for a major parr of
SCA’s environmental work. Using RMS, SCA
can analyse data on energy use, water con-
sumption, transport and raw materials.

CLIMATE AND ENERGY
The debate on climate change and CO, emis- |
sions continued to dominate in 2007, not only |
in environmental contexts but also among the
general public. SCA works systematically to
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Tomn Dudfiedd (SCA), John Andersen (Wembley Stadam) and Rod Broadbent (SC/Y).

replace coal and oil with biofuel and natural
gas and to make its energy consumption more
efficient. This ongoing transition has cut CO,
emissions by 7%, 4% and been unchanged re-
spectively over the last three years.

One example of more efficient consump-
tion is the investment in a new soda recovery
boiler in Ostrand, Sweden, which generates
500 GWh of green electricity per year, The in-
vestment amounted to SEK 1.6bn. A similar
project is under way in Obbola, Sweden.

SCA also invests in alternative energy
sources and a joint venture was formed in
2007 with the Norwegian energy company
Statkraft for wind power production in north-
ern Sweden, Plans comprise annual produc-
tion of 2,800 GWh of wind power electricity
and construction is expected to start in 2009.

54 SCA ANNUAL REPORT 2007

CODE OF CONDUCT

At the beginning of 2004, 5CA’s Board adopt-
ed a Code of Conduct with guidelines for SCA
and its employees regarding human rights,
child and forced labour, discrimination, busi-
ness ethics, freedom of association, etc.

The Code of Conducr reflects SCA’s deter-
mination to accept social responsibility and ro
be an attractive employer wherever the Group
conducts operations. It applies to all employ-
ees in all countries in which SCA operates.

SOCIAL RESPONSIBILITY

SCA conduzts extensive work in the area of
social responsibility. Health and safety at the
workplace, dialogue with employecs, diversi-
ty, employe: development and human rights
issues are some prioritized areas.

SCA WINS WEMBLEY CONTRACT

One example of how the Group's sustainability
initiativas strengthen SCAS competitiveness is
the major order from Wemnbley Stadium in Lon-
don in 2007. In the end it was SCA's extensive
environmental programme that decided the
choice of suppler for the new stadium. All the
1oilets in the stadium will be equipped with prod-
ucts from SCA.

“SCA had all the products that we wanted, but
the key to our decision is how the company’s
environmental responsibility is reflected in its pol-
icies,” says John Andersen, Wembley Stadium's
cleaning senvices manager. “We were impressed
by the fact that SCA puts money back into refor-
estation and avoids using chlorine bleach in its
products while also trying to minimize energy
consumption. These factors scored very highly
with us, and therefore we were keen to sign up
SCA Tissue Eurcpe ahead of any other tissue
suppliers,” explains Andersen.

Wembley Stadium, which was inaugurated in
2007, has 90,000 seats and will be visited by
more than 1,500,000 sports and music fans
each year.

CUSTCMERS DEMAND SUSTAINABILITY
In 2007, far greater interest in sustainability
was noted from the Group’s customers. In
contract negotiations customers are increas-
ingly asking questions and making demands,
primarily related to the environment, but also
concerning social responsibility.

In many cases this gives SCA a competi-
tive advantage due to the company’s thor-
ough sustainability work, For example envi-
ronmental performance was decisive when
SCA won the assignment to supply tissue to
all the toilets in the new Wembley Stadium in
f.ondon, UK.

More informarion about SCA’s sustaina-
bility work can be found in the 2007 Sustain-
ability Report which is available as a printed
document and published on www.sca.com.




Other Group information

Risk management, significant risks and uncertainties

RISK MANAGEMENT

SCA is an international group and therefore
exposed to a number of risks that can have a
greater or lesser material impact on the Group.
A natural part of SCA’s activities is to identify
and manage significant risks to the Group that
might constiture a threart ro the strategic, oper-
ational and financial objectives. Using good
risk management, SCA endeavours to ensure
its ability to conduct uninterrupted operations
and thus generate a stable cash flow. Risks are
classifted in four categories:

*  Strategic

*  Operational

¢  Financial

¢ Other

STRATEGIC RISKS

Strategic risks are changes in the business en-
vironment that can materially affect SCA’s
operations and profitability. Strategic risks in-
clude business environment risks, changes in
customer and consumer behaviour, change in
value of intangible assets and risks associated
with environmental impact and climate
change. SCA’s Board decides on the Group's
strategic direction based on recommenda-
tions from senior management. The main re-
sponsibility for long-term and overall man-
agement of straregic risks rests with sentor
management but a large parr of risk manage-
ment is carried our at local level. Senior man-
agement evaluates those risks that might af-
fect or obstruct the achievement of SCA’s stra-
tegic objectives and is responsible for ensuring
compliance with the strategy. A deseription of
the management structure within SCA is pro-
vided in the Corporate Governance Report
on page 104.

BUSINESS ENVIRONMENT RISKS

SCA conducts sales in some 90 countries and
producrion in approximarely 40. The main
focus is in Europe and North America bur the
proportion of sales in Eastern Europe, Asia

and Latin America is rising. Business environ-
ment risks that can affect SCA are strongly

linked to politicat decisions such as price reg-
ulations, uncertainty about new political lead-
ership or changes in financial policy in the
countries where SCA operates. Another type
of business environment risk is changes in
rules and regulations such as tax rates, envi-
ronmental charges, health insurance systems,
competition rules and new political situa-
tions, SCA seeks to understand and manage
these business risks by conducting extensive
monitoring of the business environment and
through active participation in national and
international industry organizations.

CHANGES IN CUSTOMER AND CONSUMER
BEHAVIOUR

SCA’s growth is dependent on the ability to
develop the right products and 1o launch them
successfully ar the righr rime. Changed cus-
tomer behaviour can have an unfavourable
effect on demand for certain products and
thus on profitability. In order ro minimize the
risk that a possible competing substitute leads
to reduced demand for SCA's products, there
is continuous monitoring of research and
market development. SCA also conducts its
own research and development. Development
work is often carried out in direct coopera-
tion with customers which makes it possible
to notice changed customer behaviour ar an
early stage and thereby reduce the risk of a
negative impact.

CHANGE IN VALUE OF INTANGIBLE ASSETS

SCA 15 a global consumer goods and paper
company with several leading brands, some
of which are global. A less favourable percep-
tion of any of SCA’s brands can have a nega-
tive impact on the Group’s earnings over time,
One of the Group’s strengths is the good rep-
utation of the SCA name. SCA makes every
effort to avoid acrions that might harm the
Group’s good reputation and has therefore,
among other things, drawn up a Code of Con-
duct. The code summarizes the Group’s ap-
proach that a successful company is based on
a combination of strong financial results, en-

vironmental consideration and social respon-
sibility. Operational management is responsi-
ble for ensuring compliance with the code.
Compliance is checked, among other things,
by SCA’ internal audit unit.

SCA owns a large number of patents. By
using a combination of confidentiality agree-
ments, professional secrecy clauses, business
secrets and contracts, SCA works continuous-
ty to strengthen the protection provided by
patent, copyright and trademark law.

ENVIRONMENTAL IMPACT AND CLIMATE
CHANGE

Environmental risks are linked to the impact
SCA’s operations can have on air, water, land
and biological processes. Compliance with
environmental laws and site restoration re-
quirements mean that SCA may incur costs
that can have a negative impact on the Group’s
earnings. These risks are minimized through
preventive work in the form of certified envi-
management Systems,
mental surveys in conjuncrion with acquisi-
tions, and decontamination projects when
production facilities are closed down.

The question of the economic effect of cli-
mate change is growing in importance. SCA
makes active efforts to reduce the Group’s en-
vironmental impact by reducing energy con-
sumptien and carbon dioxide emissions. SCA
provides a detailed description of environ-
mental impact and issues surrounding climate
change in the Sustainability Report.

ronmental environ-

OPERATIONAL RISKS

Operational risks are risks attributable to
SCA’s daily operations that can have a negative
impact on the Group's earnings. Operational
risks include dependence on major customers,
ability to meet competition, supplier risks, in-
tegrated raw material flows, employee-related
risks and administrative risks.

DEPENDENCE ON MAJOR CUSTOMERS

A large portion of 5CA’s products are sold to
or used within the retail sector, health care and
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Risk management, significant risks and uncertainties

by bulk consumers. A consolidation towards
fewer bur larger players is taking place within
these areas which will increase dependence on
individual customers. The risk of failing to
meet the requirements or preferences of major
customers in the form of deliveries and finan-
cially sustainable products requires continu-
ous customer monitoring and close customer
relationships. In order to guaranree that key
accounts are not lost, SCA continuously re-
views and develops its marketing and product
offering. Today, SCA is not dependent on any
individual customer or customer group. Sales
to the ten largest customers corresponded to
approximately 10% of total net sales in 2007.

ABILITY TO MEET COMPETITION

SCA's competitors mainly comprise a small
number of major international players. The
competitive situatton has a direct impact on
SCA’s pricing and sales volumes, SCA’ ability
to maintain and strengthen its competitive-
ness depends on all key factors such as inno-
vation and fast product development, effec-
tive marketing and sales, and an economic
production and logistics structure,

SUPPLIER RISKS

SCA 15 dependent on suppliers and their abili-
ty to deliver products at the right time, with
the right quality. Management of risks related
to suppliers and subcontractors is an impor-
tant pare of operations. The ability of suppli-
ers and subcontractors to meet quality re-
quirements and delivery dates is direcrly deci-
sive for the efficiency of SCA's production.
SCA manages these risks by having contracrs
with a number of different suppliers and reg-
ularly signing supplier contracts of varying
duration. These contracts guarantee delivery
of a significant proportion of input material
while the risks of the effects of sudden cost in-
creases are reduced.

RAW MATERIAL FLOWS

integrated raw material flows provide SCA
with stability and economies of scale. As a re-
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sult of higher consumption of publication pa-
pers and solid-wooed products, the introduc-
tion of ex:ore ducies in Russia, and increased
demand for biofuels, competition for wood
raw material has risen in recent years. SCA’s
large forest holdings as well as vertical inte-
gration of operarions, from forestry to end
product, provide significant strength and a
more stable earning ability when competition
for important raw materials is intense,

Wood fibre is the common base for many
of the Group’s products. There is a natural in-
ternal market for wood fibre from SCA’s for-
ests and ir, 2007 SCA was 47% self sufficienr
in wood raw material (100% self-sufficient
on the sawmill side). The wood fibre is used to
manufacture pulp, containerboard, publica-
tion pape:s and within the sawmill opera-
tions. The pulp is then used in the manufac-
ture of tissue and personal care products. De-
spite well-integrated operations and its own
production, SCA is Europe’s biggest net pur-
chaser of pulp and purchased approximately
900,000 tonnes in 2007. By-products such as
forest waste in the form of stumps, branches
and tops, are used in the biofuel operations
for production of pellets. Energy which is gen-
erated in the production process is reused or
sold externally to the electricity grid. This
high level of integration reduces SCA’s expo-
sure to price increases for raw material.

Recovered fibre is also an important raw
matertal for SCA and comprises a significant
part of the Group’s total fibre use, SCA is a
major plaver in the recovered fibre marker
and the Group's own organization for collec-
tion, transport and sale of fibre recovered a
total of 1.6 million ronnes of fibre in 2007
which coriesponds to 36% of the Group’s
total requizement.

EMPLOYEE-RELATED RISKS

In order 1o conduct its operations, SCA is de-
pendent on competent and motivated employ-
ees, The Group makes active efforts to strength-
en and retzin its position as an attractive em-
ployer. For example, SCA has started an

extensive project for quality assurance of both
internal and external recruitment. SCA is also
a regular participant in labour market days
and has continuous and close cooperation with
a number of leading recruitment agencies.

A large number of the Group’s employees
are covered by collecrive agreements and SCA
endeavours to have good relations with em-
ployees and their representatives. In the event
of labour market conflicts, however, there is a
risk of production disruptions with a negative
impact on the Group’s earnings.

ADMINISTRATIVE RISKS

Risks associated with inadequacies in the di-
vision of responsibility, reporting routines,
analysis and valuation models are limited
through well-documented and established
audit and follow-up rourines. These routines
are developed and updated regularly. SCA has
an internal audit unit which is independent
from the rest of the organization. Internal
audit checks that the Group complies with
adopted routines, guidelines and policies.

FINANCIAL RISKS

SCA's financial risks are defined as market,
credit and liquidity risks. Market risks com-
prise currency, price and interest rate risk,
These risks are mostly managed centrally at
Group level and regulated by the Group’s fi-
nancial policy which is adopted by SCA’s
Group Board. The aim of management of fi-
nancial risks is to reduce volatility and in-
crease the predictabiliry of the income state-
ment and balance sheet. Accounting princi-
ples and financial risk management are
described in more detail in Notes 1 and 2.

OTHER RISKS

Other risks are risks of significance for SCA
but which cannot be directly placed in any of
the other risk categories.

RiISK OF DAMAGE
SCA has a large number of facilities through-
out the world. Protecting these and produc-




tion conrinuiry against the risk of damage has
high priority. The central Risk Management
function at SCA aims to reduce the total cost
of the Group’s damage risks and to optimize
the financing of these risks. This is done by
continuously developing the damage preven-
tion and damage limitation work in the oper-
ations as well as by introducing and develop-
ing groupwide insurance solutions. The
Group’s captive insurance companies play a
central role in this work,

LEGAL RISKS

SCA concludes a large number of commercial
and financial agreements every year. The
Group’s operations are conducted in a large
number of jurisdictions and each one is subject
to extensive external regulations, Legal risk
can arise in conjunction with disputes concern-
ing agreements between SCA and its custom-
ers, suppliers or employees. Lengthy and ex-
pensive litigation can have negative conse-
quences for the Group's repuration. Examples

Main raw materials, energy and transport 2007

of such disputes are alleged breach of contract,
inadequate delivery of poods and services, pro-
ducer responsibility, patent infringement or in-
fringements of other intellectual property
rights or other assertions. SCA continuously
monitors its manufacturing processes and ad-
ministrative processes to ensure that products
and operations comply with applicable laws
and regulations. Legal proceedings, legal ques-
tions and their inherent risk are managed by
the Group’s internal legal departments.
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28.6 TWh

23% from electricity, 47% from fossil fuels, 30% from biofuels
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33.8 billion tonne kilometres

70% by sea, 30% by other means of transport
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Financial statements, Group
Income statement

Neteordiusenlisn

2007 2006 2005
Group Note SEKm EURm " SEKm EURm" SEKm EURmY
Net sales 6 o 105813 11456 101,438 10,872 6,385 10,398 <
Other income 5 g o2a 2,305 249 1,802 205 :
Change in net value of biological assets 14 . o EBas_ BN 304 33 286 31 &
Change in inventories of finished goods and work in progress 1. - -b& =560 -64 -7 =45 g
Work performed and capitalized 182 20 156 17 167 18 b
Raw materials and consumables L. -89743 4,298 35,405 -3,830 -34,748 —3.748 &
Personne! costs 7 ... —20584 -2,226 -19,761 -2,137 -21.912 2,364 ":'
Other operating expenses 8 oL __ 33820 -3604 -33,783 -3,654 -31,089 -3,354 %
Depreciation 9 _ =686 -669 -5,151 -665 6,295 680 A
Impairnent 9 3534 _-382 =34 -4 -2,376 -256
Share of profits of associates 15 __ _..49 __.5 25 3 25 3
Operating profit 10,147 1,088 8,505 920 1,828 208
Fingneial income 10 o ds3 _ oA 179 19 156 17
Financial expenses 10 . _-2jo3_-278 -1.851 =200 -1,651 -178
Profit before tax ) 8,237 891 6,633 739 433 47
Tax 1 “ore_ . -u8 -1366 —148 21 2
Profit for the year 7,161 775 5,467 591 454 49
Earnings attributable to: E—
Equity holders of the Parent Company T AT N 5,437 588 430 46 .
Minority interests 23 3 30 3 24 3 2
Earnings per share attributable to equity holders of the Parent Company, SEK g
before diution effects .t 7.76 061 )
after ditution effects . ___ 1oae _ 7.75 _ 0.61 &
Oividend per shara, SEK .. sdcAr _ 4.00 3.67 §
Eamnings attributable to equity holders of the Parent Company 7,138 5,437 430 %
Average nurmber of shares befors ditution, million T8 . 701.0 7001 9
Warrants . Ga_ 04 0.4 —
Average number of shares after dilution 702.2 T 0.4 700.5
By business area Net gales Dperating profil &
SEKm 2007 2006 2005 2007 2006 2005 A
Personal Care o 22,101 21,272 19,351 ___ 2980 2,799 2,474 &
Tissue 33,432 31.336 30,71 ) 1,490 1,577 @
Packaging . 33728 33353 32,358 2851 2,072 1,775
Forest Products 18,744 17,651 15,935 _ 2870 2,475 1,886
Publication papers . 8715 8,930 7,998 537 ma 862
Pulp, timber and salid-wood products 10,029 8,721 7937 2,333 1,657 1,224
Other 3 __ .33 1,131 1088 _ _ _ _-58 -3 -5,784
Intra-Group deliveries _ _-3328 -3,364 —3.029 - - -
Total 105,913 101,439 96,385 10,147 8,505 1,928
1 Average exchange rate of 9.25 (9,25, 9.27) was apphed in translation to EUR,
2 Board proposal.
%2007 and 2005 include itemns affecting comparability from eficiency programmes, etc. A segment breakdown of iterns affecting comparability is provided in Note 6.
Consolidated statement of recognized income and expense
2007 2006
Equity attributable to Equity attributable to
equity holders of the Minority Total equity holders of the Minority Total
MSEK Parent Company interests aquity Parent Company interests aquity
Income and expenses recognized directly in equity
Actuanial gains and losses related to pensions, incl. payroll tax o 1238 B 1230 2,351 2,351
Available-for-salg financial assets: o L
Gains from fair value measurement recognized in equity o -255 o _-235 210 210
Transferred to income statement at sale B . . ) -35 -38
Cash fiow hedges: T
Gains from remeasurernent of derivatives recognized in equity 58 58
Transferred to income statement for the year =96 -99
Transferred to cost of hedged non-current assets 5 5
Transiation difierences in foreign uperations -2,423 -38 =2,461
Gains or losses on hedges of net investments in foreigh operations -352 -352
Tax on tems recognized directly in‘ransterred from equity -705 =705
Total transactions recognized directly in equity ~993 =38 -1,031
Profit for the year recognized in the incoma statement 5437 30 5.467
Total income and expenses recognized for the year 4,444 -8 4,436
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Operating cash flow statement
Supplementary disclosures

2007 2006 2005
Group SEKm EURm " SEKm EURmY SEKm EURm"
Operations
Net sales ~__1osg13 __ 11,458 101,438 10,972 95,385 10,398
Cperating expenses __ -88095 -8a312 86,774 -8,386 85811 -9,257
Operating surplus 19,818 2,144 14,665 1,566 10,574 1,141
Adjustrnent for significant non-cash iterns o I -542 -59 2,539 274
Qperating cash surplus 15,286 1,654 15,123 1,527 13,113 1,415
Charge in .
Operating receivablas _~-1967 -E13 -1,407 -152 1,023 110
Inventories _ o -\mes 191 -801 87 489 -54
COperating liabilities 2433 263 1,414 153 -286 =31
Change in working capital -1,299 ~141 794 86 238 25
Current capital expenditures . -B185___ -559 5,672 613 4,859 -524
Restructuring costs, etc. .- N £ -1,353 -146 -1,021 110
Operating cash flow 8,127 879 6,304 682 7471 806
Financial items -1.910 -207 -1,672 -181 -1,495 -i61
Tax payments R i -186 -1,770 -1 -1,62¢ -176
Other __ o . 0 -0 -10 i5 2
Cash flow from current operations 4,508 487 2,772 300 4,362 471
Strategic investments, restructuring costs and divestments
Cornpany acquisitions . -4bab 492 -323 -35 -428 -46
Strategic capitel expenditures, non-current assets -1,342 -145 -935 -101 -2,086 —225
Strategic restructuring costs g 0 -24 -3 -81 -9
Total strategic investments -5,887 637 =-1,282 -139 -2,595 -280
Divestments - 2852 308 48 5 1 0
Cash flow from strategic restructuring costs, investments and divestments -3,035 -329 =-1,234 -134 -2,594 -280
Cash flow betore dividend and new issue 1,473 158 1,538 166 1,768 191
Sale of treasury shares 8% 8B 79 9 13 1
Dividend to shareholders = 2,839 _ =38 -2.625 —284 —2,478 -267
Net cash flow =1,411 -154 -1,008 -109 697 =75
Net dabt
2007 2006 2005
SEKm EURm" SEKm EURm" SEKm EURmY
Net debt, 1 January -36,399 —3,937 -39,826 -4,308 —35,823 -3,986
Net cash flow B _ _~154 -1,008 -108 —£97 -7b
Remeasurements taken io equity e 11 2,426 262 66 -7
Currency effects, stc. b1 2,009 217 -3,240 -158
Net debt, 31 December -37,368 —-4,042 =-36,399 —3,938 -39,826 —4,226
Adjustments in net debt on transition to IFRS
2005
SEKm EURm'
Net debt at 1 January according 10 previous year's accounting principles 34,745 -3.866
Effect of IAS 38 on transition to IFRS _ -1.078 -1
Adjusted net debt, 1 January -35,823 =3,986

W Average exchange rate of 9.25 (9.25, 9.27) was applied in translation to EUR.
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Balance sheet

BT

R

31/12/2007 31/12/2008 31/12/2008 .
Group Nots SEKm  EURm" SEKm EURm SEKm EURmY |
ASSETS
Non-current assets [
Goodwit _ - o 12 18,161 1819 _ 16,997 1879 19.823 2108,
Otherintengibleassets o e 3,455 35 3,054 338 2,431 _ 258 -
Buldings, land, machineryandequipmest _ _ _ _ _13_ _ 56,447 5965 56588 6,256 60.127 5,381 =
Biolgicalassats o e L 23,905 2526 18,082 1999 17,716 1,880 &
Participations in associates e - 950 w43 49 454 48
Sharesandparticipations o _ B &8 7 79 9 119 13
Surplusinfunded pension plans o o 27 __ 2137 226 1,419 157 A70 50
Nor-current financial assets ¥ 1526 161 1,551 171 1,585 166
Defermed tax assets 1 1,042 110 718 78 902 105
Othervomcumentassots . 122 18,143 16 78 _19
Total non-current assets_ - 107,813 11,392 99,070 10,952 103,875 11,024
Current assats
lventories _ _ 20 12,780 1,350 10,847 1399 10,650 1120 f
Trada receivables - o . 16,821 1778 15,289 1,690 15,028 1585 )
Current tax assets . B _ 11 570 60 _ 563 62 525 8 |
Other curment receivables ] _ =2 3,622 383 3,208 355 3,253 345
Curent financial assets o 7 68 39 409 45 237 25
Non-current assets held for sale T B T 85 6_ 2,550 283 68 7 =
Cash and cash equivalents _ 23 _ 3,023 39 4,599 177 1,684 178 .
Total current assats - T A 37,237 3,835 34,474 2,811 31,45 aazr | -
TOTAL ASSETS 145,050 15,327 133,544 14,762 135,220 14,351
EQUITY AND LIABILITIES
Equity 25 X
Shars capital - i N . 2,350 248 2,350 260 2,350 240 b
Other capital provided o L 6830 722 6,630 755 6630 _ 725
Reserves . 842 89 799 88 3.423 363 ]
Retaineg earings o _ o 53,568 5,660 48.320 5342 43,740 4.643 ;
Attributable to squity holders of the Parent Company 83,590 8,719 58,200 8,445 56,343 5,980 L
Minority interests . - o j 689 73 Be 73 767 81 —
Total equity 84,279 8,792 5,963 8,518 57,110 8,081
Non-current liabilitiss
Non-curment financial iabiltias L % 20,247 2,139 16,852 1,863 18,638 1,978
Pravisions for pensions o _ T 1,987 210 2,793 309 4,810 510
Deferred lax iabiities o o 11,343 1,189 10831 1208 10,524 1,17
Othar non-current provisions _ =8 869 92 516 57 1,701 181
Cther nan-current lighilities . . % 133 .14 157 17 208 22
Total non-current liabilities 34,579 3,654 31,249 3,454 35,881 3,808
Gurrent liabllitles
Current financial kabiities - N 21,043 2319 __ 21.537 2,381 20,190 2,143
Tradle payanlas . - o . 13,506 1,429 12,332 1,363 11,567 1,228
Tax lighilties L o no_ 597 63 800 88 531 58
Curentprovisions_ o o8 1,165 123 1,153 128 2,081 221
Cither current liailiies ) L - 2,961 947 7,455 824 7.860 834
Liabiities held for sale _ _ T T oo - 55 7 - -
Total current liabilities 48,192 4,881 43,332 4791 42,229 4,482
TOTAL EQUITY AND LIABILITIES 145,050 15,327 133,544 14,763 135,220 14,351
Contingent liabilities and pladged assets, sea Notes 31 and 32,
Capital employed 7 o - o 101,647 . __ 95362 96,936
Net debt 37,568 36,399 39,826
" Closing exchange rate of 9.46 (9.05; 9.42) was applied in trgnslation 10 EUA.
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Cash flow statement

2007 2006 2005

Group SEKm EURm* SEKm EURm* SEKm EURm™

Operating activities

Profit betore tax 8,237 890 6,833 739 433 47

Adjustment for non-cash items ! e __AbB 488 4,188 453 10,084 1,088

12,753 1,378 11021 1,192 10,497 1,133

Tax payments _ -1,719 ~ -188 1,770 -191 -1,628 176

Cash flow from operating activities before changes

in working capital 11,034 1,192 9,251 1,001 8,868 857

Cash tlow from changes in working capital

Change in inventonies o -1,765 a9 -801t 87 -489 54

Change in operating receivables o mheer _ -3 -1,407 -182 1,023 110

Change in operating liabifities 2433 { 1,414 153 -288 -3

Cash flow from operating activities 9,735 1,051 8,457 M5 9,106 882

Investing activities

Acquired operations 2 . -4.371 473 —323 35 3% —42

Divestments @ _ 2,785 801 48 5 1 0

Irvestments in property, plant and equipment and

intangible assets -6,991 -756 -7,081 766 -7,482 -807

Sale of property, plant and eguipment 502 54 503 55 560 i8]

Loans granted to external parties - _-897 -43 1,146 -124 -154 -16

Cash flow from invasting activities - -B,472 =917 -7,999 -865 7,466 -805

Financing activities

Sale of treasury shares e 55 B 78 ] 13 i

Loans raised o 3015 . a2 2,084 225 - -

Repayment of debt TS - - -1,149 -124

Dividend peid™ __—2939 318 -2,625 -284 -2,478 —267

Cash flow from financing actlvities 13 14 —462 -50 =3,614 -390

Cash flow far the year 1,394 148 ~4 Q =-1,574 -213

Cash and cash equivalents at the beginning of the year o 1,599 113 1.684 181 3,408 377

Exchange differences in cash and cash equivalents R 8 3 Il -8 160 17

Cash and cash equivalents at the end of the year % 3.023 324 1,589 173 1,684 181

* Average exchange rate of 9.25 (9.25; 9.27) was applied in transiation to EUR.

** Including drvidend o minority.

1 Adjustment for non-cash items, SEKm 2007 2006 2005 2 Acquired operations, SEKm 2007 2006 2005
Depreciation and impairment of non-current assels 8,719 6,185 8,673 Non-current assets 3,064 121 228
Fair value measurement of forest assets 5645 -304 —286 Cperating assets _ 347 98 116
Unpaid relating to efficiency programme _ 1,331 - 1928 Cash and cash squivalents __.& 85 8
Paymaents relating to efficiency programme, Provisions =20 -9 -23
previcusly recognized as liabiities -684 1,383 - Net debt excl. cash and cash equivalents 174 - 37
Other 203 340  -251 Operating liabilities 67 29 -65
Total 4516 4,188 10,064 Minority interests 10 43 56

Fair value of net assets f3,247 309 283
Negative goodwill dissolved in income staternent -18 - -
Goodwil 1,162 150 116
A ition price 4,391 459 399
Unpaid purchase price for 2007 acquisitions -9 -75 -
Settled debt pertaining to previous year's acquisitions 76 24 -
Paid purchase price 4,458 408 389
Cash and cash equivalents in acquired companies |7 -85 -8
Effect on Group’s cash and cash equivalents, o

Acquired operations 4,371 323 N
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9 Discontinued aperations, SEKm 2007 2006 2005 * Investments in property, plant and equipment and intangible hon-current assets
Non-current assets _n7 19 - Investments in property, plant and equipment and intangible non-current assets and biological
Qperating assels 717 18 - assets during the year totalled SEK 7,009m (7,110; 7,505) of which SEK 18m (28; 23) was finan-
Cashand cash squivalents iz _ - ced through finance leases.
Nen-current assets held for sale 2,385 - -
Net debt excl. cash and cash equivalents _ 87 - - ® Cashand cash equivalents, SEKm 2007 2006 2006 "
Provisions 25 - - Cash and bank balances R 881 1,280 1,592 é
Operating liabilties __-302 -12 - Short-term investments, maturity <3 months 1,342 319 92 ¥
Liabilies held for sale ~ 55 - - Total 3023 1598 1684 5
Minority interests T - - The Group's tatal liquidity reserve at year-end amounted to SEK 12,262m (10,163; 10,497). s
Gain/loss on sale __28 23 1
Purchase price recaived 2,778 48 1 Interest paid, SEKm 2007 2006 2005
Less unpaid purchase prico : B - = interestpaid 1828 747 1,807
E’:Sh and ?Sh e?urvale:‘ms : so\(iloom.;)ar;les 12 - = Interest received T 18 73 an
Dissontinucd aperations 2,785 48 1 Total 1,704 1674 -1.628
Correlation between cash flow statement and operating cash flow statement g
Supplementary disclosures ]
';‘_‘?
CASH FLOW FROM OPERATING ACTIVITIES CASH FLOW FOR THE YEAR &
SEKm 2007 2006 2005 SEKm 2007 2006 2005 i
Cash flow from np/eriti_ng activities 9,735 8,457 9,106 Cash flow for the year 1,394 —4 -1,874
Less Less -
Strategic restrucidring costs - 24 81 Payment of loans to external parties 397 1,145 154 &
Add Amortization of delt L - _ 1,148 &
Current capital expenditures 5185 5672 -4,859 Loans raised -3,015 -2,084 - @Uﬁ
Accrued interest o B2 =37 34 Add
Cash flow from current operations as shown in the Net debt in acguired and discontinued
Operating cash flow statement 4,808 2,772 4,362 _operations excl. cash and cash equivalents T - =ar I
Accrued interest L B2 =37 34
Investments through finance leases -18 -29 -23
CASH FLOW FROM INVESTING ACTIVITIES Net cash flow according to Operating cash flow h )
statement -1,411 =1,008 697
SEKm 2007 2006 2005
Cash flow from investing activities ~8,472 -7.899 ~7,466
Less
Current capital expenditures _ 5185 5,672 4,859
_Payment of loans 1o external partes 387 1,146 154
Add
Strategic restructuring casts - 24 -81
Net debt in acquired and discentinued operations
excl. cash and cash equivalents ~107 - —37
Investments financed via leasing -18 -29 -23
Cash flow from strategic Investments, -
restructuring costs and divestments according to
Operating cash flow statement -3,035 1,234 -2,584
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Financial statements, Parent Company

INCOME STATEMENT CASH FLOW STATEMENT
SEKm Note 2007 2006 SEKm 2007 2006
Operating income 142 7
QOperating activities
Operating expenses Profit after financial items 418 395
Other extemal costs 38 ] 154 adjustment for non-cash tems ! 190 152
Employee benefit costs 34 -287 -176 ¥ Y
otiom of - - -
ﬁD:e%rch\:; to;n of tangible and intangible % @ 8 Tax payments . . g 23
- - - Cash flow from operating actlvities before changes
Cther operating expenses, net _ .. D108 =61 in working capital -237 573
Total operating expensas —655 —437
Operating profit =513 -340  Cash flow from changes in working capital
Financlal ltems 25 Change in operating r'eca_aﬁ\.fab\es A <4 903
Income from participations in Group comparies 1,686 1,669 &hanggin operating hab,"mes 2 " .64 =349
I n ’ —_— = Cash flow from operating activities -164 1,127
Income from participations in other companies _5 10
Interast recaived and similar incoms 273 226  Investing activitios
Interest paid and similar charges -1,869 -1,167 Company acquisitions ¥ — 2,783
Total financial items 95 738 |nvestments in fixed assets ":-::' ] T 16 131
PROFIT AFTER FINANCIAL ITEMS 418 398 Sale of financial assets 1g 10
Appropriations a7 _ -4 4 Sale of fixed assets T s 63
Taxes 38 o ®B05 389 Cash flow from Investing activities -84 -2,841
PROFIT FOR THE YEAR 183 783
Financing activities
Sale of ireasury shares, s{c. L 82 97
Loans raised _ 2883 4,188
Dividsnd paid -2,807 2,571
Cash flow from fi ing actlvities 248 1,714
Cash flow for the year 9 0
Cash and cash equivalents at the beginning of theyear 0 0
Cash and cash equivalents at the end of the year ¥ 0 0
* Adjustment for non-cash items
Depreciation of fixed assets . __ .4 a6
Changein accrued items . _ B4 286
Unpaid relating 1o efficiency programme -] -
Payments relating to efficiency programme,
previously recognized as liabilities L -1 -33
Other o 43 -147
TOTAL 190 152
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2 Dealings of the Parent Company with tha Swedish subsidiaries relating to tax are reported as change in
operaling receivables and operating liabilities respectively.

3 Acquisitions mads from other SCA company.

4 Tha company’s current account is a subsidiary account and is reported in the balance sheet
a5 racelvables from subsidiaries.

Supplementary disclosures

Interast and dividends paid and received 2007 2006
Dividends recened _ 1685 1.669
Interest paid . -1B34 ~952
Interest received ____ =0 183
TOTAL a52 800




BALANCE SHEET

SEKm Note 31/12/2007 31/12/2006 SEKm Note A1/12/2007 311272006
ASSETS EQUITY, PROVISIGNS AND LIABILITIES
Fixed assets Equity 44
Intangibie fixed assets 39 o Share capital 2,350 2,350
Capltalized expenditure for development coslts 5 1 Statutory reserve 7283 7,283
S s 11 Revaluation reserve 1,363 1,363
Tangibie fixed assets 40 Total rastricted equity 10,996 10,996
Buildings and land T 208 6128  Retaned earnings 8,313 11,147 .
Machinery and equipmeant 2 1 Profit for the year _ 183 783 5
T 6120  Total unrestricted equity 9,496 11,930 FI
Financial assets Total equity 20,492 22826 [0
Shares and participations 4 56,665 56,6682  Untaxed reserves 37 128 124 E
Interest-bearing receivables 120 132 .
- - A Provisions
Interest-bearing receivables from subsidiaries 5,788 5,532 —
62,676 62346 Pro'v!spns for taxe§ 38 980 1,242 g E
Total fixed assets 58,786 66,436 Pravisions -fc?r pensions 45 - .1 ] 321
Qther provisions 48 .. e 12 =
Current assats Total provisi 1,330 1575 E
Recgivables from subsidiaries 42 1,447 1,287
Tax assets a8 18 8 Long-term liabilities
Qther current receivables a3 138 179 Other long-term liabilities 0 ¢ .
Cash and bank balances Q o  Totallohg-term llabilities o 0 £
Total current assets 1,604 1,474 — i
Current liabilities B
TOTAL ASSETS 70,390 89960 iabilties fo subsidiaries a2 48,279 45,251 i
Accaunt payables o 22 34 &
Cther current liabilties 47 _ 138 70 ;‘
Total current liabilities 48,440 45,335 E
TOTAL EQUITY, PROVISIONS el
AND LIABILITIES 70,390 659,960 tomone ——
Contingent ligbilties 48 41,893 37,045
Pledged assets 49 622 631
CHANGE IN EQUITY (NOTE 44)
Share Statutory Revaluation Protit brought forward Total
SEKm capital reserve reserve and profit for the year equity L.
Equity at 31 Dec, 2005 2,350 7,283 1,363 13,905 24,901
Group contributions -406 -406
Tax effect of Group contributions 114 114
Total changes naot recognized in the income statement [ 0 0 -292 -292
Profit for the year 783 783
Dividend, SEK 3:57 per share =-2,571 -2.571
Sale of treasury shares 105 105
Equity at 31 Dec. 2006 2,350 7,283 1,363 11,930 22926
Group contributions 177 177
Tax eftect of Group contributions =50 =50
Total changes not g d in the income statement o 0 0 127 127
Profit for the year 183 183
Dividend, SEK 4:00 SEK per share -2,807 —2,807
Sale of treasury shares 63 &3
Equity at 31. Dec. 2007 2,350 7,283 1,363 9,496 20,492
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Notes

NOTE ﬂ ACCOUNTING PRINCIPLES

Tha most important accounting principles apphked in the preparaticn of this annual report
are sot out below, The samae principles are usually applied in both the Parent Company and
the Group, In some cases, the Parent Company applies principlas other than those used
by the Group and, in such cases, these principles are specified under a separats heading.

BASIS FOR PREPARATION
The SCA Group's financial statemenis are prepared in accordance with the Annual
Accounis Act and International Financial Reporting Standards (IFRS)International
Accounting Standards (JAS} as adopted within the EU, (Hersinafter referred 1o as IFRS,
unless referring to a specific standard.) The consolidated financial statements also contain
additional information in accordance with the Swedish Financia! Reporting Board's rec-
ommendation RR 30:06, Supplementary Accounting Rules for Groups; 1AS 32 Financial
Instruments: Prasentation; IAS 39, Financial Instruments: Recognition and Measurement;
and IFRS 5, Non-Current Assets Held for Sale and Discontinued Operations applied from
2005 and prospactively. The Parent Company's financial statements are prepared in
accordance with the Swedish Financial Reporting Board's recemmendation RR 32:06,
Reporting by Lagal Entities, and the Annual Accounts Act. The accounts for both the Group
and the Parent Company periain o the financial year that ended on 31 December 2007,
SCA applies the historical cost method for measurement of assets and liabilities except
for biotogical assets {(standing forest), available-for-sale financial assets and financial
assels and liabilities, including derivative instruments, measured at fair value through
profit or loss. In the Parent Company, biological assets or these financial assets and liabil-
ities are nol measured at fair value.

INTRODUCTION OF NEW AND REVISED IAS/IFRS

New standards (IAS/IFRS), amendments and interpretations (IFRIC) that came
into force in 2007 and have been adopted by the EU:

IFRS 7 Financial Instruments: Disclosures (effective date 1 January 2007). SCA applies
this stanclard from 1 January 2007 and for comparative years. The standard entails
increasad additional disclosures with respect to financial instruments.

1AS 1 Presentation of Financial Statements — Amendment capital disclosura (affactive
date 1 January 2007). According to this amendment disclosures are required that make it
possible to assess objectives, policy and methods for capital management. This amend-
ment applies from 2007,

IFRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting in
Hyperinflationary Economies (effective date 1 March 2006). The Group does not currently
have operations in any countries where transition o reparting for hyperinflationary econo-
mies is required.

IFRIC 8 Scope of IFRS 2 (effective date 1 May 2006). According to IFRIC 8 the rules in
IFRS 2 cover goods and services received in exchange for an equity instrument even if
such goods and services, whelly or partly, cannot be specifically identified. This interpre-
tation poes not apply 1o the Group since this type of transaction does not occur.

IFRIC 9 Reassessment of Embedded Derivatives (effective date 1 Jurie 2006} An
ermbedded derivative must be separated from the host contract when the contract is
enterad into, Subsequent reassessment is prehibited unless thereis a change in the terms
of the contract that significantly modifies the cash fiowe that otherwise arise, in which case
reassessment is required. At this time, the Group has net identified any embedded deriva-
tives that must be separated from the host contract and measured at fair value.

IFRIC 10 Interim Financial Reporting and Impairment (eflective date 1 November 2006).
Revarsal of impairment losses recognized during the year on goodwilt, investments in
equity instruments or financial assets recognized at cost is not permitted. SCA applies
this intarpratation frum 2007,

New standards, amendments and intarpretations adopted by the EU but not yet
effective and not applied in advance:

IFRS & Operating Segments (effective date 1 January 2009) reptaces |1AS 14, According 1o
IFRS 8 segment information is reported on the basis ¢of how management internally follows
up operations. A review of the effects IFRS B will have on the Group's external segments will
be performedin 2008. Managemsnt's assessmant is that all requisite financial informationis
available for a possible changs. Possible changas may also affect the presentation and allo-
cation of goodwill. The Group will apply IFRS 8 from 2009,

IFRIC 111FRS 2 Group and Treasury Share Transactions (effective date 1 March 2007).
IFRIC 11 deals with share-based transactions that comprise treasury shares or which
include Group companies. The interpretation provides guidance as to how these transac-
tions shoud be reported. Share-based payments according (o programmes started
betore 7 November 2002, according to IFRS 1. do not need to be reported according to
IFRS 2. The Group has chosen to apply this axception and therefore determined that the
interpretation in IFRS 11 is not applicable at present.

Neow standards, amendments and interpratations published by IASB but either

not yet effective or not yet adopted by the EL:
IFR3 2 Share-Based Payments - Amendment for Vesting Conditions and Cancellations
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{effective date 1 January 2009). The amendment affects the definition of vesting condi-
ticns and introduces a new term “non-vesting conditions” (conditions that are not defined
as vesting conditions). Non-vesting conditions are to be taken into account when estimat-
ing the tair value of equity instrurnents. Gocds or services received by a counterparty who
meets all cther vesting conditions should be recognized regardless of whether non-vaest-
ing conditions are met or not. SCA's assessment is that this amendment will not hava any
sffect on the Group.

IFRS 3 Business Combinations - Amandment (effactive date 1 July 2009), This amand-
ment applies prospectively to acquisitions after the effective date. The amendment means
that reporting of future business combinations will changa among other things with regard
10 recognition of transaction costs, contingant consideration and successive acquisi-
tiong, This amendment only affects accounting for future transactions. SCA will apply this
standard from 2010.

IAS 1 Presentaticn of Financial Statements - Amendment related to presentation of
financial statarments (effective date 1 January 2009). The armendment means that arrange-
mant and titles of financial statements will be changed. SCA's presentation of financia!
statements will be atfectad by the change when it becomes effective.

145 23 Borrewing Costs - Amendment regarding capitalization of borrowing ¢osts
{effective date 1 January 2009). Borrowing costs directly attributable to the acquisition,
censtruction or preduction of qualifying assets must beincluded as part of the investmant
and capitalized. The atternative of recognizing borrowing costs as an expense no lenger
exists, SCA will apply this standard from 200¢.

IAS 27 Consolidated and Separate Financial Staternents - Amendment (effective date
1 July 2009). The amendment means that profit or loss attributable to minority sharehold-
ers must always be recognized even if this means that the minority inlerest is negative,
that transactions with minority shareholders must abways be recognized in equity and that
in cases where a parent doas not hava conirol, any remaining share is remeasured at fair
value. When effective this amendment will affact SCA’s accounting for such transactions,

IFRIC 12 Service Concession Arrangements {effective date 1 January 2008). This inter-
protation provides guidance in the reporting of service arrangements betwaen public £nd
private sector parties. The interpretation is not applicable to SCA since no such transac-
tions oceur.

IFRIC 13 Customer Loyalty Programmes (effective date 1 Juty 2008). This interprata-
tion provides guidance for reporting customer loyalty programmes. SCA will apply this
interpratation from 2008.

IFRIC 14 The Limit on a Defined Benefit Asset, Minimum Funding Requirements and
Their Interaction, complements |AS 19 - Employee Benefits (effective date 1 January
2008). The interpretation provides guidanca on reporting the valus of assets in pansion
plans with a surplus. SCA’s assessment is that the assets which are in these plans at the
praseni tlime are only marginally affected. SCA will apply the interpretation from 2008.

USE OF ASSESSMENTS

The preparation of financial staternents in conformity with IFRS and generally accepted
Bwedish accounting principtes requires assessments and assumptions to be made that
affact reported asset and liability items and income and expensa items respectively, as well
a3 other information disclosed. The actual resulis may differ from these assessments. Areas
where assumpticns and assessments are significant for the Group are presentad in Note 3.

CONSOLIDATED ACCOUNTS

The consclidated accounts include the accounts of the Parent Company and all group com-
panies in accordance with the definitions below. Group companies are consolidated from
the date the Group has control or influence over the company according to the definitions
provided under the respective category of group company below. Divested group compa-
nies are included in the consolidated accounts until tha date the Group ceases to control or
oxarcisa influence over the companies. In order to ensure consisient reporting within the
Group, group companies align their reporting to comply with the Group’s accounting princi-
ples. Intra-Group transactions, such as revenues, expenses, receivables and liabilities, as
waell as unrealized sarnings and Group contributions have been elminated,

PARENT COMPANY:
The Parent Company reports all heldings in group companies at ¢ost after deduction for
any accurnulated impairment losses.

SUBSIDIARIES

All companies in which the Group helds ar controls more than 50% of the votes or where
the Group alone, through agreement or in another manner, exercises control, arg consoli-
dated subsidiaries. In this connection, the existance and effect of potential votes that can
be exercised at the closing date are taken into account. The consolidated accounts are
prapared according to the purchase method. Historical cost consists of the tair value of
the assets provided as remuneration to the seller, liabilities assumed at the transfer date
and axpenses directly attributable to the acquisition. Equity in acquired subsidiaries is
determined on the basis of measuremeant of the fair value of assets, liabililies and contin-
gent liabilities on the acquisition date (acquisition analysis). The valuation is performed
without taking the extent of any minority interests into account. I measurerment at fair
value of these assets and diabilities provides valuas other than the book values of the
acquired company, these fair values constitute the Group's cost. If the cost of shares in




subsidiaries on the acquisition data exceeds the estimated value of the Group's share of
net assets in the acquired company, the difference is recognized as consolidated good-
will. If the cost is Jess than the finally determined value of net assets, the difference is rec-
ognized directly in the income statement.

JOINT VENTURES

Joint ventures are defined as companies in which SCA together with other parties through
an agreement has shared control over operations. Joint ventures are reported according
10 tha proporticnal consolidation method. Valuation of acquired assets and liabilities is
dong in the same way as for subsidiarias. Application of the proportional consolidation
method means that the Group's percentage share of all incoms statement items, balance
sheet izerns and cash fiow is included in corraspending reports for the SCA Group. Income
statement items and other changes recognized directly in equity by the joint ventures are
also recognized directly in equity in the Group.

ASSOCIATES

Associates are companies in which the Group exercises a significant influence without the
partly-owned company baing a subsidiary or ajoint venture, Normally, this means that tha
Group owns between 20 and 50% of the voles. Accounting for associates is carried out
according to the equity method and they are initially measured at cost. Valuation of
acquired assets and liabilities is performed in the same manner as tor subsidiaries and the
carrying amount for associates includes any goodwill and other Group adjustments. The
Group's share of the profit after tax reported in the associate'’s income statement and
which arose in the associate after the acquisition, is reparted on one line in tha consoli-
dated income statement. Income statement itemns and other changes recognized directly
in the associate’s equity, are also recognized in the Group directly in equity. Share in prof-
its is calculated on the basis of SCA's share of equity in the respective associate. Shares in
associates are reported as a separate item in the consolidated balance sheet. The carry-
ing amount of the shareholding changes to reflect SCA's shares in the respective associ-
ate's profit, reperted both in the income statement and directly in equity, reduced by divi-
dends received and depreciation and impairment of consolidated surplus values includ-
ing goodwill. Undistributed earnings in associates are part of the Group's retained
earnings. If the Group's share of any accumulated losses exceeds the cost of the shares in
the company, the carrying amount is reduced to zero and recognition of future losses
ceases, provided the Group is not bound by guaraniees or other commitments in relation
to the associate. Unrealized internat gains are eliminated against the share of gains accru-
ing to the Group.

MINORITY INTERESTS

Minority share In a subsidiary's net assets is reported as a separate item in the Group's
equity. In the consolidated income statement, minority share is included in net profit.
Transactions with minority interests are handled in the same way as transactions with
external parties. Sale of participations to minority interests result in a gain or loss that is
recognized in the consolidatlad income statement. Acquisition of minority shares can
resuit in goodwill if the cost exceeds tha carrying amount of the acquired net assets.

TRANSLATION OF FOREIGN CURRENCY

FUNCTIONAL CURRENCY AND PRESENTATION CURRENCY

Tha companies in the Group prepars their financial reports in the currency used in the pri-
mary econcmic environment in which they cperate. This is known as the functional currency.
These reports provide the basis for the censolidated accounts. The consolidaied accounts
ara prepared in Swedish kronor (SEK) which is the Parent Company's functiona! currency
and therafore the presentation currency of both the Parent Company and the Group.

TRANSLATION OF FOREIGN GROUP COMPANIES

Balance sheets and incoma statements for all group companies whose functional cur-

rency is not the presentation currency are translated into the Group's presentation cur-

rency using the following procedures:

« assets and liabilities for each balance sheet presented are translated at the closing
rate at the date of the balance sheet,

+ income and expensas for gach income statement presented are translated at the
average exchange rata for the respective year,

» all exchange differences that arise are reported as a separate component directly in
censolidated equity.

Exchange differences arising on the financial instruments held to hedge these net assets

are also laken directly to consolidated equity. When a foreign operation is disposed of,

both of these exchange differencas are reported in the income statement as part of the

gain or loss on disposal. Goodwill and fair value adjustments that arise on acquisition of a

foreign operation are treated as assets and liabilities of the operation and transiated

according to the same principles as the foreign operation. The financial repcris of a sub-

sidiary in a hyperinflationary country are adjusted for inflation using the price index for the

country in question betore these reparts are Included in the consolidated accounts.

TRANSACTIONS AND BALANCE SHEET ITEMS iN FOREIGN CURRENCY
Transactionsin foreign currency are translated to a functional currency using the exchange
rate on the transaction date. Monetary receivables and liahilities in foreign currency are

remeasured at closing day rates 8t each balance sheet date. Exchange gains or lcsses
that arise from such remeasurement and on payment of the transaction are recognized in
the income statement, except for, in agccordance with 1AS 39, approved hedging transac-
tions relating to cash flows or nat investment where the gain or 10ss is recognized in equity.
Gains and losses on operating receivables and liabilities are reported net and reported
within operating profit. Gains and losses on borrowing and financial investments are
reported as other financial items. Change in fair value of monetary securities issued in for-
eign currency and classified as financial assets available for sale is analyzed and the
change attributabie to changed exchanga rates is reported inthe income statement, whila
other unrealized change is reportad in equity. Translation differences for non-monetary
financial assets and liabilities valued at fair value through profit or loss are reported as part
of the fair value gain or loss. Translation differences for non-monetary financial assets,
classified as assets available for sale are taken directly 10 equity. Non-monetary assets
and katilities recognized at historical cost are transtated at the exchange rate prevalling on
the fransaction date.

REVENUE RECOGNITION

Sales ravenue, synonymous with nat sales, comprises the fair value of the consideration
received or receivable for sold goods and services within the Group's ordinary activitios,
The revenue is recognized when dalivery tc the customer has taken place according 10
the tarms of the sale. Sales revenue is recognized exclusive of VAT and net after discounts,
bonus and elimination of intra-Greup sales, Other income includes compensation for
sales that are not included in the Group’s ordinary aclivilies and include rental revenue,
which is recognized in the period coveraed by the lease, royallies and simitar which are rec-
ognized in accordance with the implied financial effect of the contract. Interest income is
recognized in accordance with the effective interest method, Dividends received are rec-
ogrized when the right 1o receive a dividend has been detarmined.

SEGMENT REPORTING

A business segment is a part of an opération that provides products and that is subject 1o
risks and opportunitiss that are different from those of other business segments, Gao-
graphical segments provide products within a particular acenomic environment that is
subject to risks and opportunities that are different from thosa of components operating in
othar economic environments. Business segments are classified as primary segments
and geographical segments as secondary segments.

LEASING

Leases for non-current assets whare the Group substantially carries all the risks ang
rewards incidental to ownership of an asset are classified as finance leases. The leased
asset is recognized as a non-current asset and a corresponding financial liability is
reportad among interest-bearing liabilities. The initial value of thess two items comprises
the lower of the fair valug of the assets or the present vaiue of the minimum lease pay-
ments. Future lease payments are divided between amortization of the liability and finan-
clal expenses so that every accounting period is charged with an interest amount corre-
sponding to a fixed interest rate on the recognized liability in each period. The leased asset
is depreciated according to the same principles that apply 1o other assets of the same
type. Ifit is uncertain whether the asset will be taken aver at the end of the leasing period,
the asset is depreciated over the leasa term if this is shorter than the useful life that applies
to other assets of the same type. Leases for assets whera the risks and rewards incicental
1o ownership essentially remain with the lessor are classified as cperating leases. The
lease payments are recognized as an expense on a straight-line basis over the lease
tarm.

PARENT COMPANY:
The Parent Company reporis all leases as operating leases.

IMPAIRMENT LOSSES

Assats that have an indsterminable useful life are not depreciated but are annualy tested
for impairment. The value of depreciated assets is tested for impairment whenever thera
are indicaticns that the carrying amount is possibly not recoverable. In cases whera tha
carrying amount of an asset exceeds its estimatec recoverable amount, an impairment
loss is recognized on the asset down to the recoverable amount, The recoverable amount
is tha higher of fair value reducea by selling expenses and valug in use, Fair valug is the
most probable price from a sale in a normally funclioning market. Value in use is the
prasent value of the estimated future cash flows that are expected to be received through
use of the asset and the estimated restdual value at the end of its usefullife. An impairment
loss recognized earlier is reversed if the reasons for tha earlier impairment no longer exist.
Howaever, a reversal is not higher than the book value would have been if an impairment
lass had not been recognized in pravious years. When testing for impairment, the assets
are grouped in cash-generating units and assessments are made on the basis of these
units' future cash flows. Impairment losses on goodwilt are never reversed.

TAXES

The Greup’s tax expense comprises deferred tax and current tax on Group companias’
recognized profits during the accounting period, adjustments relating to tax for prior peri-
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NOTE ﬂ CONTINUED

ods as well as other changes in deferred taxes for the period. Interests itams attributable
to income tax and withholding taxes deducted at source on intra-Group transactions are
also reported as income tax. Defarrad tax is calculated and reported on all iemporary dit-
ferences in accordance with the so-called balance sheet method. According to this
mathod, deferred tax is calculated on the difference between the tax value and the carry-
ing amount of assets and liabilities. Deferred tax asseis relating 1o deductible temporary
differences, loss carry forwards and tax credits are recognized to the extent it is probable
that daductions can be made against future profit. Temporary differences primarily arisa
through depreciation of tangible assets, valuation of standing forest at fair value, provi-
sions for pensions and other obligations as well as loss carry forwards, In connection with
business combinations, temparary differences arise on the difference between tha con-
sofidated value of assets and liabilities and their value for tax purposes. Deferred tax is not
taxen into account relating to non-deductible goodwill, or relating to temporary differ-
ances that arise the first ime an asset or liability is recognized, and which are not atiribut-
able to a business combination and do net affect either accounting profit or taxable profit.
Defarred taxes are measured at their nominal amount and based on the tax rates enacted
or substantively enacted on the balance sheet date. For items recognized in the income
statement, related tax effects are also recognized in the income statement. For items rec-
ognized in equity, related tax effects are recegnized in equity. Deferred taxes relating tc
temporary differences aitributable to investments in subsidiaries and participations in
joint ventures are not reported in SCA's consclidated accounts since SCA AB, in &l cases,
can control the time of revarsal of the temporary differences and it is not considered prob-
able that such reversal will occur in the near future.

PARENT COMPANY:

Due to the links between accounting and taxation (in Sweden), the deferred tax liability on
untaxed reserves inthe Parent Company is recognized in the year-end accounts as part of
untaxed reserves.

INTANGIBLE ASSETS

GOODWILL

Goodwill is the amount by which the cost of an acquisition exceeds the fair value of the net
assets acquired by the Group in conjunction with a company acquisition or net assets pur-
chase. Goodwill that arises al acquisition of associates is included in the carrying amount of
the associate. Goodwill is not amortized, but instead tested annually for impairment. Goed-
will is recognized at cost reduced by accumulated impairment losses. Impairment losses on
goodwill are not reversed., Nat gains or losses from the sala of group companies include the
remaining carrying amount of the goodwill attributabie to the sold unit, Impairment tests are
perforred for cash-generating units and goocdwillis therefors aliocated to the cash-generating
units that are expected to benefit from the acquisition from which the goodwill arose,

TRADEMARKS

Trademnarks are reported at cost after any accumulated depreciation and accumulated
impairments. Trademarks that are found to have an inctefinite usefut life are not amortized,
but instead tested annually for impairment in the sarme manner as goodwill. The useful life
is considered tc be indefinita sinca the trademarks are well established and the Group
intends to retain and develog them, Cash-generating units identified for thess tradamarks
comprise the geographical market where the trademark axists, Trademarks with a Imited
useful lita are amortized on a straight-line basis during their anticipated usefu! life, which
varies between 3—7 years.

RESEARCH AND DEVELOPMENT

Research expenditure is recognized as an expense as incurred, In cases where it is diffi-
cult to separate the research phase from the develepment phase in a project, the entire
project is treated as research and expensed immediately. Identifiable expenditure for
development of new preducts and processes is capitalized to the extent it is expacted to
provida future eccnomic benefits. In oiher cases, development costs are expensed as
incurred. Capitalized expanditurs is depreciated in a straight line from the date when the
asset can start to be used or produced commarcialty and during the estimated useful life
of the asset. The depreciation period is 5-10 years.

EMISSION RIGHTS AND COSTS FOR CARBON DIOXIDE EMISSIONS

Emission rights relating to carbon dioxide emissions are recorded as an intangible asset
and as deferred incoma (liability) when they are received. Allowances are received free of
charge and measured and reported at market value as of the day to which the allocation
pertains. For allocated emission righis the repertad cast and provisions for emissions
amount to the market value as of the day to which the allocation pertains. For purchased
emission rights the reported cost and provisions for emissions amount tc the purchase
prica. During the year the initial liability for emission rights received is dissclved over the
income statement as income in pace with carbon dioxide emissicns made. This means
that consumption of allocated emission rights does not normally have any efiect on the
income statement. A possible effect may arise if emissions rights are acquired to cover
emissions in excess of the allocated emission rights or it unutilized ernission rights have
bean sold. If the market price of emission rights on the balance sheet date is less than
reperted cost, any surpius emission rights that are not required to cover emissions made
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are written down 1o the markaet price applying on the balance sheet date. In conjunction
with this the rermaining part of the deferred income is recognized as income by a corre-
sponding amount and therefore no net effect occurs in the income statement. The emis-
sions rights are used as payment in the settlement with the state regarding liabilities for
emigsions. If tha emission rights received do not cover emissicns made, SCA makes a
provision o reserves for the deficit valued at the market value on the balance sheet date.
Sales of surplus emission righis are recognized as inceme on the settlement date.

OTHER INTANGIBLE ASSETS

Intangible assets also include patents, licenses and other rights. At acquisition of such
assats, the cost of the acquisition is recognized as an asset which is amortized on a
straight-tine basis over the anticipated useful life which varies betwean 3 and 20 years.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost after deduction for accumulated dapreci-
ation and any accumulated impairment. Cost includes expenditure that can be directly
attributed to the acquisition of the asset as well as transfer from equity of the gains and
losses from approved cash flow hedges relating ta purchases in foreign currency of prop-
erty, plant and equipment. The cost of properties and production facilities included in
major projects includes, unlike costs for other investments, expenditure for running-inand
start-up. Expenditure for interest during the construction and assembly period are
included in cost for major investment projects (> SEK 500m and > 6-month constructicn
period}. All expenditure for new investments in progress is capitalized. Additionat expend-
iture increases the carrying amount of the assat or is reported as a separate component
only when it is probable that future economic benefits associated with the asset will
accrue to the Group and the cost of the asset can be measured in a reliable manner. All
other forms of repair and maintenance are reported as expenses in the income statement
in tha period in which they are incurred. Land is regarded as having an infinite useful life
and is therefore not depreciated. Depreciation of other property, plant and equipment is
perfermed on a straight-line basis down lo the estimated residual value of the asset and
during the anticipated useful life of the asset. Useful lives are assessed as:

Number of Years
Pulp and paper mills, sawmills 10-25
Converting machines, other machinery 7-18
Tools 310
Vehicles 4=5
Buildings 15-50
Energy planis 15-30
Computers _ 35
Offica equipment 510
Harbours, ratiways 20-30
Land improvements, forest roads 10-20

The residual values and uselul lives of assets are tested on a continuous basis and
adjusted where required.

PARENT COMPANY:

The Parent Company's property, plant and equipment includes standing forest, whichin the
Group is classified as a biological asset. No systernatic depreciation or changes in value in
conjunction with feling is effected in the Parent Company. Collective revaluation of lorest
assets has ocourred. The revaluation amount was placed in a revaluation reservein equity.

BIOLOGICAL ASSETS

The Group's standing forest is defined and reported as a biclogical asset. Forest land and
forast roads are classified as land and 'and improvements. The biclogical assets are val-
ued and reported at fair value after deduction for estimated selling costs. The fair value of
tha Group's standing forest is calculated as the prasent value of anticipated future cash
flow from the assets before tax, The calculation is based on existing, sustainable felling
plans and assessments regarding growth, timber prices, feling costs and silviculture
costs, including costs for statutory replanting. Envircnmental restrictions and other limita-
tions are taken into account and the calculation is performed for a production cycle which
SCA estimates at an average of 100 years. The discount factor is based on a normal forest
company's weighted cost of capital (WACC) before tax.

PARENT COMPANY:
The Parent Company repoerts standing forest as property, plant and equipment at histori-
cal cost.

FINANGIAL INSTRUMENTS
Financial instruments reported in the balance sheet include cash and cash equivalents,
securities, other financial receivables, trade receivable, trade payable, loans and derivatives.

RECOGNITION AND DERECOGNITION
Purchases and salas of financial instrurnents arae racorded i tha accounts on the trade
date, with the exception of loan receivables, available-for-sale financial assets and other




financial liabilities, all of which are recorded on the seftlement date. Financial instruments
areinitially recognized at cost which corresponds to the fair value of the instrument inclhud-
ing transaction costs. Financial assets are derecognized from the balance sheei when the
risk and the right to receive cash flows from the instrument have ceased or been trans-
ferrec to another counterparty. Financia! liabilities are derecognized from the balance
shest when SCA has met its commitments or they have been otherwise extinguished.
SCA reporis financial instruments with a remaining maturity of less than 12 months as ¢ur-
rent assets and liabilities and those that exceed 12 months as non-current assets and jia-
bilities. Recognition then takes place on the basis of the categories specified below,

MEASUREMENT

Tha fair value of financial instruments is calculated on tha basis of pravaiting market list-
ings on tha closing day. For financial assets and listed securitias, the actual prices on the
closing day are used. In the absence of market listings, SCA determines fair values with
the aid of common valuation models, such as discounting of future cash flows at listed
market rates of interest for the respective terms, These estimated cash flows are estab-
lished based on available market information. Impairment of financial assets takes place
when there is objective progf of impairment, such as cessation of an active markat or
where it is probable that the debtor cannot meet his commitmenits. For disclosures in a
note relating 1o long-term loans, current market interest ratas and an estimata of SCA's
risk premium are taken into account in fair value calculations. The fair value of short-term
loans and investments is considered to correspond to the book value as a changs in mar-
ket interest rates does not have a significant effact on market value.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents are defined as cash and bank balances as well as shert-term
investmants with a maturity of less than threa months from the acquisition dats. Restricted
deposits are not included in cash and cash aguivalants.

CLASSIFICATION AND SUBSEQUENT RECOGNITION

Ciassification of financial instruments s detarminad on the original acquisition date, and
the purpose of the transaction determines the choice of category. SCA classifies its finan-
cial instruments in the categories below.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LCSS
Assets are classified in this category when the intention is to sell in the short term. Deriva-
tives with a positive market value are classified in this category if thay are not identified as
hedges and mest requirements for hedge acceunting. Assets in this categery are recog-
nized continuously at fair value and changes in value are recognized in profit or loss. Only
financial derivatives were classified in this categery during the year.

HELD-TO-MATURITY INVESTMENTS

Held to maturity investments are defined as financial assets that are not derivatives and
that have fixed or determinable payments and that SCA intends and is able to hold to
maturity. Assels in this categery are measured at amortizad cost applying the effective
interest method, which means they are accrued so that a constant return is obtained. No
financialinstrument wag classified in this category during the year.

LOANS AND TRADE RECEIVABLES

Loans and trade receivables ara financial assets, which are not derivatives, with fixed or
determinable payments, that are not quoted in an active market, Receivables anse when
SCA provides money, goods or services directly to another pasty without any intention of
conducting trading in the receivables. Assets in this category are measured at amortized
cost less an aventual provision for impairment. Trade raceivables are reported in the
amount at which they are expecied to be paid, based on anindividual assessment of bad
debts. Anyimpairment of trads receivables atfects SCA's operating profit.

AVAILABLE-FOR-SALE FINANCGIAL ASSETS

This category includes financial assets that are not derivatives and thai are designated in
this category at initial recognition or that have not been classified in any other category.
Agsets in this category are measured continuously at fair value. Changaes in value are tec-
ognrized in equity. A change attributable to the change in exchange rate fluctuations, how-
ever, is reported in the incomne statement. When the asset is sold, the cumulative gain or
loss that was recognized in equity is recognized in profit or loss.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

This categary inctudes derivatives with negative fair values that are not used for hedge
accounting and financial liabilities held for trading. Liabilities in this categary are continu-
cusly measured &t fair valus and changes in value are racognized in profit or loss. Only
derivatives were classified in this category during the year.

FINANCIAL LIABILITIES MEASURED AT AMORTIZED COST

This category includes financial liabilities that are not held for trading. These are racog-
nized initially at fair value, nst after transacticn costs, and subsequently at amortized cost
according to the effective interest method.

ACCGUNTING FOR DERIVATIVES USED FOR HEDGING PURPOSES
All derivalivas are initially and continuously recognized at fair value in the balance shest.

Profit and loss on remeasurement of derivatives used for hedging purposes is recognized
as described below. In hedge accounting, the relationship betwean the hedge instrument
and the hedged item is documented. Assessment of the eifectiveness of the hedge is also
documented, both when the transaction is initially executed and on an ongoing basis.
Hedge effectiveness is the extent to which the hedging instrument ofset changes in value
in a hedged item’s fair value or cash flow.

CASH FLOW HEDGES

Profit and loss on remeasurement of derivatives intended for cash flow hedging are recog-
nized in equity and recycled to the income statement at the rate at which the hedged cash
flow affects profit or loss. Any ineffective part of the shangs in value is recognized directly
in profit or loss. If a hedge relationship is interrupted and cash flow is still expected, the
resull is recognized in equity until the cash flow affects profit or loss. If the hedge periains
to a balance sheet item, the profit or loss is transferred from equity to the asset or fiability
to which the hedge relates when the value of the asset or liability is determined for the first
tima. In cases where the forecast cash flow that forms the basis of the hedging transaction
is ne longer assessed as probable, the cumulative profit or loss that is recognized in equity
is transferred directly to the income statement. Cash flow hedges relating to energy affect
costs of raw materials and consumables, Transaction exposura’s cash flow hedges affect
consolidated ret sales and other expenses.

HEDGES OF NET INVESTMENTS IN FOREIGN OPERATIONS

Profit and loss on remeasurement of derivatives intended to hedge SCA's netinvestmants
in foreign operations are recognized in equity. The cumulative profit or loss in aquity is rec-
ognizaed in tha income statement in the event of divestment of the foreign operation.

FAIR VALUE HEDGES

The gain or loss from remeasurement of a derivative relating to fair value hedges is recog-
nized in theincome statement with changes in fair value of the asset or fiability exposed to
the hedged risk. For SCA this means that long-term loans that are subject to hodge
accounting are discounted without a credit spread to market interest rates and meot
inherent interest-rate derivatives' discounted cash flows at the same rate. Since the entira
changa in value from the derivative is recognized directly in profit or loss, any ineffective-
ness is recognized in the income statement.

ECONOMIC HEDGES

Where SCA conducts hedges and the transactions do not meet raguiramenis for hedge
accounting according to IAS 39, changes in fair value of the hadging instrurment are rec-
ognized directly in profit or logs.

INVENTORIES

Inventeries are recognized at the lower of cost and net realizable price on the balance
sheet date. Cost is calculated using the first-in, first-out (FIFO} or weighted average cost
farmuta, The cost of goods produced and segregated for specific projects is assigned by
using specific identification of their individual costs. The cost of finished goods and work
in progress includes raw materials, direct Jabour, other direct expenses and production-
related cverheads, based on a normal production level. Interest expenses are not included
in measurement of inventories. Net reatizable value is the estimated selling price in the
ordinary course of business, less the estimated cost for comptetion and sale of the item.
The holdling of felling rights for standing forest is valued at contract prices, which on aver-
age do not exceed the lower of net realizable value and cost.

NON-CURRENT ASSETS HELD FOR SALE

MNon-curreni assets {and disposal groups) are classified as Non-currant assets hekd for
sale if their value, within cne year, will be recovered through a sale and not throwgh contin-
ued utilization in operations. Nen-current liabilities are reclassified as described above o
Non-current liabilities hetd for sale. On the reclassification dats the assets are measured
at fair value in order 1o identify any impairment loss, Reclassified assets are recognized at
the lower of the carrying amount and fair value minus selling cosis, Following reclassifica-
tion, no depreciation is carried out on these assets. The Group applies IFRS 5, Non-cur-
rent Assets Held for Sale, with eftect from 2005 according to the transitional rules in IFRS
1 and IFRS 5. Non-current assets held for sale have previousty neither been classified,
recognized, nar measured in any manner other than for similar non-current assets.

PARENT COMPANY:

The Parent Company does not apply the rules in IFRS 5. Non-current assets held for sale
are not reclassified and depreciation does not cease. Instead, if such assels exist, the
information is disclosed.

EQUITY

Transaction costs directly relating to the issue of new shares or options are reporied, net
after tax, In equity as a reduction in the issue proceeds. Expenditure for the purchase of
SCA's treasury shares reduces retained earnings in equity in the Parent Company and tha
portion of consolidated equity that pertains to Parent Company shareholders, When
these are sold, the sales proceeds are includad in retained earnings in the aquity pertain-
ing to Parent Company sharehclders.
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NOIE; ﬂ CONTINUED

EMPLOYEE BENEFITS

PENSIONS

There are several defined contribution and defined benefit pension plans within the Group.
Most of these have plan assets in separate foundations or similar institutions. The pension
plans are financed mainly through payments from each Group company and the employees
toinsurance companies of foundations. Independent actuaries calculate the size of the obli-
gations of each plan and revalue the obligations of the pension plans each year. A definad
contribution pensien plan is a plan where fixed contributions are paid to a separate legal
entity. There is no obligation to pay additional contributions it the fund has insufficient assets
to pay tha benefits tc which the employess are entitied and which are earned during current
and past pericds. A defined benefit pension plan is a plan where the amount of the pension
benefit to be received by an employae after retirement is established. This amount is deter-
mined on the basis of factors such as salary, age and period of service. The liability recog-
nized in the balance sheet for defined benefit pension plans is the prasent value of the obli-
gaticn on the balance sheet data minus the fair value of the plan assets. Funded plans with
net assets, i.e. plans with assets exceeding obligations, are recognized as a financial asset.
The defined beneflt obligation is calculated annually by independent actuaries using the
Projected Unit Credit Method in a manner that distributes the cost during the anticipated
period of service of the emplcyee. The cbligation is valued at the present value of anticipated
future cash flows using a discount rate that corresponds tc the interest on first-class corpo-
rale bonds or, where these do not exist, government bonds issued in the currency in which
the benefits will be paid and with a remaining maturity that is comparable to the actual pen-
sion liabiity. Actuarial gains and losses that arise as a resuft of deviations from actuarial and
experience-based assumptions and a different return on plan assets than expected, are
recognized directty in equity in the penod in which they arise. The total cost relating to
defined benefil plans is divided between persennel costs and financial expenses. Financial
expenses are calculated from the net value of each plan at the beginning of the year and the
discount factor decided for each couniry. The Group's payments relating to definec contri-
bution plans are recognized as an axpense during the period the employees carry out the
service to which the payment relates. Prepaid contributions arg only recognized as an asset
to the extent the Group is entitled to a repayment or reduction of future payments. Past serv-
ice costs are recognized directly in the income staternent unless changes in the pension
plan are subject to employees remaining in senvice for a specific, stated pericd. In such
cases, the costis allocated on a straight-Ene basis over this period. A special payrall tax (cor-
responding to contributions) is calculated on the difference between the pension cost deter-
mined according to IAS 19 and the pension cost determined according 10 the rules applied
in the legal entity. Payroll tax is recognized as an expense in tha income statement except
with regard to actuarial gains and losses where the payroll tax, like the actuarial gains and
losses, is recognized directly in equity,

PARENT COMPANY:

The Parent Company applies the regulations in “Tryggandelagen” (Swedish act safe-
guarding pension cbligations). Accounting complies with FAR SRS's (Theirstitute for the
accountancy profession in Sweden) accounting recommendation No. 4, Accounting for
pension liabilities and pension costs. The main difference compared with IAS 19 is that
Swedish practice disregards future increases in salaries and pensions when calculating
the present value of the pension obligation. This present value includes, however, a spe-
cial reserve for fuiure payments of pension supplements indexed for inflation. Both defined
contribution and defined kenefit plans exist in the Parent Company.

OTHER POST-RETIREMENT BENEFITS

Some Group companies provide post-retirement health care benefits. The abligation and
anticipated costs for these benefits are calculated and reported in a similar manner to thal
applying to defined benefit pension plans.

SEVERANCE PAY

Severance pay is paid when the Group issues notice to an employee prior 10 the retire-
ment date or when an employee voluntarily accepts retiremant in exchange for such com-
pensation. Severance pay is recognized as an expense when the Group has an obligation
to compensate employees whose employment was terminated early.

EMPLOYEE STOCK OPTION PROGRAMMES

The Group has two cuistanding employee stock option programmes, In the ¢ase of both
programmes, allocation of options was made prior to 7 November 2002, In accordance
with the exermption rules in IFRS 1, the Group has chosen not to apply the rules in IFRS 2,
Share-based Payments, with regard to persannel expenses and equity effects when
accounting for these programmes. The cost of the employee stock options programmes,
i.e. social secunity cosis, are taken to the income statement continuously as personnel
expenses. Fhe costs for social security contributions in conjunction with exercising
options are hedged against a rise in the price of SCA shares,

PROVISIONS

Provtsions are recognized when the Group has, or ¢an be considered to have, an obliga-
tion as the result of events that have occurred and it is probable that payments will be
required to fulfil the obligation. In addition, it must be possible to make a refable estimate
of the amount 1o be paid. Provisions far restructuring measures are made when a detailed,
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formal plan for the measures exists and well-lounded expectations have been created
among those who will be atfected by the measures. Assessed costs for discontinuing an
operation and restoration of an area are capitalized as part of the initial cost of each asset
and depreciated. The capitalized amount comprises the discounted present valua cf the
anticipated future expenditure for the restoration. The undertaking linked 1o the restora-
tion is recognized as a provision and change in value over time is recognized, on an ongoe-
ing basis, as an interest expense in the incoma statement. Pravisions are made for envi-
ronmental activities related to past operations, and which do not contribute to present or
future incecme, when it is probable that payment liability will arise and the amount can be
estimated with reasonable accuracy.

GOVERNMENT GRANTS

Government granis are racegnized at fair value when there is reasonable assurance tha
grants will ba received and that the Group will comply with tha conditions attached to
them. Govarnment grants related to acquisition of assets are recognized in the balance
sheet by the grant reducing the carrying amount of the asset. Government grants received
as compensation for costs are accrued and recognized in the income statemeant during
the same period as tha costs. If the government grant or assistance is neither related 1o
the acquisition of assals nor to compansation for costs, the grant is recognized as other
incoma.

@ FINANCIAL RISK MANAGEMENT

SCA’s operations expose the company to financial risks such as market, liquidity and
credit risk. Market risk includes currency, price and interest rate risk, The Group's financial
policy is established by tha SCA Group's Board of Diractors and constitutes a framework
of guidelines for SCA’s financial operations and rules for financial risk management, The
policy is reviewed on a regular basis. The Group's financial risks are documented and fol-
lowed up 10 ensure compliance with the financial policy.

SCA's financial risk management is centralized to capitalize on economies of scale and
synergy effects and to minimize gperational risks. The central treasury function is respon-
sibla for the Group's borrowing, currency and interest rate risk management, and serves
as an internal bank for the Group's financial transactions. In addition to ensuring that the
Group has secure financing, financial transactions are executed for the purpose of man-
aging the Group's financial risks,

OBJECTIVES AND POLICIES FOR SCA'S FINANCIAL RISK MANAGEMENT
MARKET RISK
CURRENCY RISK

Transaction exposure
The Group companies have export revenues and import costs in many different curren-
cles. This currency risk is called transaction exposure and it affects the Group's operating
profit in the avent of currency fluctuations. SCA's financial policy provides guidelines for
managing the Group's transaction exposure. One requirement is that the subsidiarias’
booked trade receivables and payables in different currencies are hedged against their
functional currency. The central treasury function has the possibility lo hedge the Group's
total transaction exposure between 0 and 18 menths.

If Greup companies have contractual commitments relating to future payments for non—
current assets in foreign currency, the cost of these non=current assets can ba hedged up
to 100%.

Translation exposure

SCA reports consolidated income statement and balance sheat in Swadish kronor {SEK).
Since most of the Group's subsidiaries report in othar currencies, SCA’s consolidatad
earnings and equity are expased to exchangae rate fluctuations. This currency risk is called
transiation exposure. Anticipated future earnings of foreign subsidiaries are not hedged.
For translation exposure associated with net investments in foreign subsidiaries, it is
SCA's policy to hedge a sufficient proportion sa that the Group's consofidated debt/equity
ratio is not affected by exchange rate fluctuations. This is achieved by linancing a certain
poriion of capital employed in foreign currencias with loans and derivatives in correspond-
ing currencies. The optimal degree of matching depends on the Group's currént consoli-
dated debt/equity ratio. At the same time, tax considerations will also affect the capital
structure for different countries. This means that the debt/equity ratio in different coun-
tries may deviate from the Group’s consolidated debt/equity ratio.

PRICE RISK

Energy price risk

Due to its energy intensive operations, SCA is exposed to risks relating to changes in the
price of energy, particularly gas and electricity. When the energy price risk is not hedged,
price changes in the enargy market nave a direct impact on the Group's operating profit.
SCA's energy price policy forms a framework of guidslines for managing energy price risk,
The aim is to effect price hedging via suppliers and financial counterparties, in order to
reduce earnings volatility and achieve cormpetitive anargy ¢osis. Hedging of the price risk
is permitted up to 36 months.



Other price risk

SCA is exposed to price risk through its holdings in shares, funds {see Note 18) and share
swap agreements. The latter are intended to hedge employee option programmes (see
Note 7).

INTEREST RATE RISK

SCA is drrectly affected by interest rate fluctuations via changad net interest as well as
indirectly by the effect of interest rats levels on the economy in general. SCA's policy is 1o
borrow with short-term interest rates since it is SCA's opinion that this resulls in lower
interest expensa over time. The central treasury function is responsible for identifying and
managing tha interest rate exposure. The average term for interest rates per currency
should be 3-15 monihs.

LIQUIDITY AND REFINANCING RISKS

Cue to its capital intensive operations and the chosen capital structure, SCA has to man-
age a significant nominal debt, Liquidity and refinancing risk is the risk that SCA is unable
to meet its payment obligations as a result of insufficient liquidity or difficulty in raising
external loans, SCA applies a centralized approach to the Group's financing whereby as
much axternal borrowing as possible is conducted by the central treasury function. Sul-
sidiary borrowing can take place, however, where it is advantageous or necessary due to
SCA's structure and geographic spread. Examples of this are liabilties in acquired corm-
panies, finance leases, overdraft faciiities and loans in countries where regulations and
taxes make central financing Impossitle or uneconomical.

SCA limits its refinancing risk by having a good distribution for the maturity profile of its
gross debt. Accerding to SCA's financial policy, the gross debt's average maturity must
exceed three years. This alsc includes committed credi lines to cover short-term borrow-
ing, Also, financial readiness must be maintained in the form of a liquidity reserve consist-
ing of centrally available liquidity and committed credit lines totalling at least 10% of the
Group's forecasted annual sales. Since the Group is a net borrower, the policy is that sur-
plus liquidity should be used to amortize external liabilities.

SCA's loan documentation contains clauses that ars standard for Furopean compa-
nies with an investment grade rating. SCA’s policy is not to enter intc any undertakings
that give the lender the right to cancel a koan as a direct result of changed financial ratios.

CREDIT RISK

FINANCIAL CREDIT RISK
Financial risk management Involves exposure to credit risks. This exposure arises from
the investment of liquidity, in some lease transactions (see Note 31y and through ¢laims on
barks and other counterparties that arise through derivative instruments. SCA's financial
policy contains a special counterparty regulation by which maximum credit exposure for
different counterparties is stipulated, One objective is thal counterparties must have a
minimum credit rating of A- from Standard & Poor's or an equivalent rating from Maody's.
Credit exposure in derivative instruments is determined as market value pius an addi-
tional amount based cn credit risk factors, which reflect the risk of increased exposure
due to market fluctuations.

CREDIT RISK IN TRADE RECEIVABLES
The risk that customers cannot meet their obligations, i.e. that SCA will not receive pay-
ment for its trade receivables, constitutes a credit risk. SCA applies proactive credit

Transaction exposure

checks on new and existing customers, where information about customers’ financial
position is regularly obtained from various credit rating companies. On the basis of this
analysis, a credit limit is set per customer which is followed up at least once a year.

In the Personal Care and Tissue business areas, the risk of credit losses is limited by
credit insurance of certain major trade receivables. The Packaging and Forest Products
business areas do not use customer credit insurance.

FINANCIAL RISK MANAGEMENT DURING THE YEAR

MARKET RISK
CURRENCY RISK

Long-term currency sensitivity

Abreakdown of the Group's net sales and operating expenses in different currenciss pro-
vides a picture of the Group's long-term currency sensitivity. The main exposure is in EUR,
USD, GBP and SEK. The imbalance between sales and expenses in SEK is due to the fact
that the Swedish operation’s exporls are invoiced to great extent in foreign currencies.

Mot sales and operating expenses by currency

Sales  Expenses Cperating Closing rate Average
Currency % % profitSEKm 31 Dec. 2007 rate 2007
EUR 47 47 4392 0.46380 9.24517
UsD 12 15 -1,008 8.460C 6.7502
GBP 12 11 2,311 12.89080 13.50730
SEK g 12 -1,586
DKK 3 2 1,060 1.268953 1.24115
MXN 2 2 260 (.69432 0.61795
AUD 2 1 1,068 5.64027 5.85854
NOK 1 0 980 1,18652 1.15478
Other 2w 2,669 e
TOTAL 160 100 10,147

Transaction exposure
The forecasted currency transaction flows after net calculations of opposite flows in the
Same currencies, amounts to SEK 10,182m {9,983; 8,621) on a 12-month basis. The table
bealow shows a forecast of currency flows for 2008 as well as outstanding hedging posi-
tions at year-end 2007, The forecasted flows are expected to occur consistently over time.
Qutstanding hedging positions consist of forward contracts with a net market vaiue of
SEK —13m (32; 15). In 2007, the hedging positions had & totalimpact on tha Group's oper-
ating profit of SEK -5m (146; -237). At year-end, 3.0 [1.9; 4.8) months were hedged net
against SEK.
Hedging of the foracasted currency flow relating to the cest of non-current assets had a
net market value of SEK -2m (-17; 13) at year-end. In 2007, the cost of non-current assets
increased by SEK 2m (5; -24).

2008 31 Dec. 2007 2007 H Dec. 2006 2006 H Dec. 2005

Foracast Total hedged No. of Forecast Total hedged No, of Forecast Total hedged No. of

flows! volume? hedged flows" volume? hedged flows? volurne? hedged

Currency SEKm/year SEKm months SEKm/year SEKm months SEKm/year SEKrm months
GBP 2404 &BB 34 2,961 455 1.8 2,750 583 3.0
EUR 1ees 1082 B.7 2325 883 3.9 1,766 1,784 12.1
DKK iz _ 27 . 22 805 98 1.5 489 157 4.0
AUD g5_ .. - - 808 83 1.2 798 69 10
NOK mo_ . _ _288_ 4.5 779 124 1.9 §52 170 2.4
PLN oooe2 2 o4 20 28 1.7 292 34 1.4
CAD __ .88 13 _ o2 449 107 2.8 548 166 3.6
CHF i 472 _ _ _ 85 AL 497 64 15 506 B85 i5
usD o~ 88 18 -7 -155 158 -1,201 -213 21
Other o138 L T - 1475 103 08 1,841 525 34
SEK ~10,182 -2.585 3.0 -5.883 -1,580 1.9 8,621 -3,440 4.8

"+ = currency inflows, - = curmency cutflows

2 + = 50ld cumency flows, — = purchased curmency flows
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CONTINUED

@

Financing of capital employed by currency

2007 2006 2005
Capital Capltal Capltal
amployed Net debt Financing, employed Net debt Financing, employed Neot debt Financing,
Currency SEKm SEKm % SEKm SEKm % SEKm SEKm %
EUR 34847 14483 a2 32,029 12,337 ag 31,502 _ 11513 _ar
GBP 9895 1@ea 19 10,722 4,389 4 11,587 5473 __ar
usD ~ BBSO 1706 _ 25 10475 4,983 48 11,085 663 %5
MXN o 3376 1584 4 3,469 1,417 4 3,940 1749 a4
AUC o258 992 . 39 2.500 983 38 2,868 1,302 45
DKK o mad 1140 b4 2,024 1,024 51 2,004 1,054 53
NZD 17 589 35 1,577 618 39 1,767 457 2
PLN 188 6Bl 87 507 406 85 304 1% _ 38
COoP 1,059 382 3 1017 399 39 1,089 _ 3 33
cNY R 410 804 43 5 698 38 5
MYR - 17 1 865 73 8 906 01
SKK 7B _ 216 746 310 42 632 75 _ B9
RUB M7 543 73 540 376 70 406 144 35
CAD - 672 124 _ 18 612 130 21 668 135 20
CZK .58  1e 23 450 156 35 432 2 28
Gther _ 2157 1,181 85 2,006 661 M 2,048 62 M
Total currency 70,368 25,868 37 70,433 28,325 40 72,806 30,360 42
5EK __ 3re 11500 . 24,929 8,074 24,040 9,466 L
TOTAL 101,647 37,368 95,362 36,399 065,536 39,626
Financing of capital employed
Capital employed in foreign currency as of 31 December 2007 amounted to SEX 70,368m
(70,433; 72,896), Distribution by currency is shown in the table abave.
At year-end, capital employed was financed in the amount of SEK 25.868m {28,325;
30,360) in foreign currency, which is equivalent to a total matching ratio of 37% (40; 42).
Malching is achieved through existing external net debt per currency by taking derivatives
into account.
Translation exposure
In order to achieve the desired hedging level for foreign capital employed, SCAhas hedged
the net assets in a number of selected legal entities. In total, hedging positions affected
equity in 2007 by SEK 386m (-352; 567). This resull is largely dug to hedges of negative
net assets in EUR. During the year SEX 25m was iransferred from equity to the income
statement due 1o the divestment of the packaging operations in the US. The total market
value of outstanding hedging transactions at year-end was SEK 165m {-201; -145}. Intotal
at year-end, SCA hedged negative net assets outside Sweden amounting to SEK 3,462m,
net, with forward contracts. SCA's total foreign net invesiment al year-end amounted to
SEK 39,967m.
Hedging of netir ide Sweden
2007 2006 2005
Hedged net Total hedged Hedged net Total hedged Hedged net Total hedged
investment volume investment woluma” Investment volume"
Currency SEKm SEKm SEKm SEKm SEKm SEKmM
EUR B4 5414 -7.654 7,654 -15,322 18322
AUD e .93 . .58 —026 926 -B880 880
DKK . 802 602 -1,339 1,339 -1,384 1,394
CAD Bt =301 270 =270 - -
Usb _ .. A 404 469 469 1,470 -1,470
MXN . __ &8 ____ -618 659 -659 -104 104
NZD . 522 o522 845 ~845 703 _ -703
GBP _ 1359 ___-\.35% 1,646 —1,646 2,468 ~2,468
Other o g o __ =13 338 -336 266 -256
TOTAL 3,462 3,462 =5,894 5,694 -13,803 13,803

W+ = investment, — = lpan
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PRICERISK

Energy price hedges

In 2007, SCA purchased approximately 7 TWh (8; 6) of electricity and approximately 10
TWh (13; 13) of natural gas. The change in volume of electricity and gas during 2007 is
mainly attributable to reclassification of gas exposure to electricity and thermal exposure.
The total enargy consumption for SCAis largely unchanged.

SCA hedges part of the price risk via supply contracts and has in 2007 concluded a
long-term supply agreement, with fixed prices for the Swedish electricity market, which
will start in 2009. In energy markets with liquid spot trading and well-developed derivative
trading, SCA also uses financial instruments for price hedging., Al present, SCA uses
financial instruments in the Swedish, Danish and New Zealand electricity markets as well
as in the German, Dutch and British natural gas markets,

At year-end, SCA had 2.1 TWh {0.7; 0.2) of energy derivatives outstanding, with a mar-
ket value of SEK 37m (-17; 24).

INTEREST RATE RISK

SCA seeks to achieve a good spread of its interest due dates in order to avoid large vol-
umes of renewals at the same time. In order 1o achieve the desired currency balance and
fixed-inmterest period, SCA uses financial derivatives. The average fixed-interest period for
the interest-bearing gross debt, including derivatives, was 5.3 months (5.3; 6.0) at year-
end. The average interest rate for the total outstanding net debit, including derivatives,
amounted to 5.85% (4.96; 4,13} at year-end.

SENSITIVITY ANALYSIS MARKET RISK

Sensitivity analysis calculations have been performed on the financial instruments’ risk to
which SCA was exposed as at 31 December 2007 using assumptions on market fluctua-
tions that are regarded as reasonably possible in one year's time.

Currency risk

If the Swedigh krona unilaterally had weakened/strengthened by 5% against all curren-
cies, outstanding financial hedges as well as trade payables and trade receivables would
have increased/decreased prefit for the year before tax by SEK 43m [-4).

Currency hedges relating tc the cost of non-current assets would, if the Swedish krona
unilaterally had weakened/strengthensd by 5%, have increased/decreased equity by SEK
6m (28).

SCA's external ioans In foreign currency would, if the Swedish krona had weakened/
strengthened by 5% against all currencies, have increased/decreased the Group's finan-
cial expenses by SEK 1,293m (1,416). For the Group, however, the earnings impact would
be Insignificant since translation of internal loans and investments would have, largely, the
opposite effect,

Price risk

If the stock market had risen/fallen by 15%, alt other variables being unchanged, and the
Group's sharehcldings changed in accordance with the stock market, profit for the year
before tax would have increased/decreased by SEK 15m {16) and equity would have
increased/decreased by SEK 193m (182).

If energy prices had increased/decreased by 20% outstanding financial hedges relat-
ing to natural gas and electricity, all other things being equal, would have decreased/
increased energy costs for the year by SEK 90m (28). Equity would have increased/
decreased by SEK 38m (0). The total energy cosl for the Group, however, would have
been affectad considerably more taking supply contracts price risk into account.

Interest rate risk

If interest rate levels had been 1 percentage point higher/lower, with unchanged fixed
interest term and volume in the net debt, interest expenses for the year would have been
SEK 209m (203) higher/lower,

LIQUIDITY AND REFINANCING RISK

SCA's financing is mainly secured by bank loans, bond issues and through issuance of com-
mercial paper. Loans from multilateral development banks are also used. For issuing bonds in
the European capital market, SCA has a Euro Medium Term Note {(EMTN) programme with a
programme size of EUR 2,000m (SEK 18,228m}. As of 31 Decernbar 2007 a nominal SEK
10,425m (15,464, 9,396} was outstanding with a remaining maturity of 3.8 years (2.9; 313, SCA
also utilizes bond markets outside Europe and in 2003 issued a bond in the US of USD 450m
(SEK 2,907m). For further information, see Note 26, SCA's short-term borrowing programme
comprises a Swedish and a Belgian commercial paper programme.

Commercial paper programma

Nominal Utilized

Size SEKm SEKm

Swedish SEK 15,000m 15,000 13,056
Belgian EUR 400m 3,788 2421
TOTAL 18,786 15477

SCA's financing is secured in part through medium-term credit facilities syndicated
among first-class banks. With these as protection against refinancing risk, SCA uses
short-term borrowing under market proegrammes to the extent this provides a lower total
finarcing cost,

To limit the refinancing risk and maintain a liquidity reserve, SCA has two syndicated
bank facilities, SCA also has committed bilateral bank credit facilities of SEK 5,000m.

Credit facilities and liquidity reserve

Adjusted Liguidity
Nominal  maturity profile reserve
Nominal SEKm SEKm SEKm
Syndicated credit facility EUR 1,200m
Matunty (2010) ELURB0m 568 - 568
Maturity (2011) EUR35m 331 - 331
Maturity (2012) EUR 5556 m 5,263 - 5,253
Maturity {2012) EUR 550 m 5,205 5,205 -
Syndleated credit facility EUR 1,000m
Maturity (2014} EUR1,000m 9464 9,464 -
Bilateral credit commltrents* SEK 5,000 m 5,000 - 5,000
TOTAL 25,821 14,669 11,152
Centrally avallable cash and cash equivalents** 1,110
LIQUIDITY RESERVE 12,262

FRTEOUME T
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* Primarily one-year with extension option.
** Cash and cash equivalents in subsidianes amounted 12 SEK 1, 913m,

On 31 December 2007, the interest-bearing gross debt amounted to SEK 42,190m
(38,389; 38,828). After additions for accrued interest expense and deductions for non-
current and current financial receivables, nst pension provisions and cash and cash
equivalents, the net debt was SEK 37,368m (36,399; 39,826).

The weighted average maturity of interest-bearing gross debt at year-end was 4.2
years (3.7, 3.8), taking contrasted credit commilments into account. The remaining unuti-
lized credit commitments with a remaining maturity of 2.4 years (0.9; 1.3) and centrally
available funds amounted to SEK 12,262m {10,163; 10,457) at yvear-end and comprised
the Group's fiquidity reserve. The liquidity reserve comesponded to 12% (10; 11} of SCA's
sales in 2007.

The table below shows the maturity profile of the gross debt broken down by funding
sources and credit commitments used to cover short-term borrowing. The adjusted
maturity profile shows the Group's total refinancing risk,

SCA's funding sources and maturity profile

SEKm 2008 2009 2010 2011 2012 2013 2014~  Total
Lommercial paper &

shori-term bank loans 15477 - - - — - - 15477
Finance leases 146 1,130 34 3 3 18 28 1,418
Bond issues - - 2,000 6,625 - — 4908 13,533
Other loans 6,562 890 784 524 1,079 708 1,478 12,006
TOTAL 22185 2020 2,798 7,180 1,110 726 6414 42433
Credit facilities covenng

short-term bormowing -14,669 — - - 5205 - 9484 -
ADJUSTED MATURITY

PROFILE 7,518 2,020 2798 7,180 6,315 726 15878 42,433

The table below shows the Group's financial lizbilities including interest payments, net
settled derivatives that constitute financial labilities and negative cash flows from gross
settled derivatives.

Liguidity risk
3 Dec. 2007 31 Dae. 2008

SEKm <lyr 1-5yrs >5yrs <lyr 1-5yrs >5yre
Loans including interest 22722 15718 _ 7,677 22,487 13,491 5,940
Net settted derivatives %7 308 341 259 92 346
Sharg swaps 1 - = - - -
Electricity derivatives 3 1 o 20 - -
Trade payables 12,744 782 = 11,670 662 —
TOTAL 35,797 16,811 B,018 34,436 14,245 8,286
Gross settied derivatives 20,772 317 - 23,283 495 34

SOLL I el L

Loy

i Sieie

o

[

The gross settled derivatives have, largely, corresponding positive cash flows and there-
fore in SCA's opinion do not constitute any real liquidity risk.
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@ CONTINUED

CREDIT RISK

FINANCIAL CRED!T RISK

SCA sndeavours to use standardized agreements which, in countrios whare this is possi-
bla, allow legal right 1o do net caiculation of receivables and liabilities. Even if continuous
payment set-offs on outstanding receivables and fiabilities in derwvative instruments do
not take place, the right of set-off in the event of a counterparty’s bankrupicy means that
SCA measures this credit risk as a net amount.

As of 31 Decamber 2007, the credit risk associated with financial ¢ash instruments
amounted to SEK 8,838m (7,733; 8,923), of which SEK 7,637m {7,451, 8,567} was attribut-
able 1o leasing transactions {see Note 31). Credit exposure assoclated with derlvative
instruments was SEK 2,395m (3,181; 2,990). Of the total credit risk SEK 11,243m (10,813;
11,868) was with counterparties with ai least an AA rating from a rating institute. During
the year thera were no impairment losses relating to financial assets,

CREDIT RISK IN TRADE RECEIVABLES

Trade receivables are raported in the amounts expected to be received based on ingivid-
ual assessments of trade receivables. Cusiomers within the Personal Care and Tissue
business areas are mainly large retail companies and distributors. The ten largest cus-
tomers accounted for 20% (19; 20) of these business areas’ cutstanding trade receivables
as at 31 December 2007, Packaging has a large number of customers. Tha ten largest
custamers accounted for 10% (7 9) of the business area's outstanding trade receivables
atysar-end, Forest Products’ customers are mainly newspaper and magazine publishers,
Al year-end 2007, the ten fargest customers reprasented 15 % (18; 17) of the business
area’s rade receivables.

OQutstanding derivatives with hedge accounting ¥

DERIVATIVES
Below is a table showing all the derivatives that atfected the Group's balance sheet and
income statement as of 31 December 2007,

Total sutstanding derivatives

2007 2008 2005

SEKm Nominal AssetLiability Nomlnal Asset Liabllity Nominal Assat Liability
Cumency

derivatives " 21,180 138 224 24525 238 182 22151 112 323
Interest-rate

derivatives 13,856 141 360 23,955 254 432__ 18823 470 _ 482
Commodity

derivatives __ B3 4 4 157 3 20 a2 48 2
Equity derivatives 100 10 1104 12 - 107 111
TOTAL 35,774 330 580 48,841 507 614 42,483 6842 841

Y Norminal SEK 45,498m (66,381; 70,857} is cutstanding befora tha right of set-afl.

HEDGING RESERVE IN EQUITY

Currancy derivatives relating to hedging of commercial transaction exposure mostly
mature during the first quarter of 2008. Before the end of the second quarter, all deriva-
tives in tha hedging reserve at year-end 2007 will ba realized. With unchangad exchange
rates, profit after tax will be affectad positively by SEK 1m (16; 15). Currancy derivatives
ralating to hedging of the cost of non-currert assets have a maturity spread until the end of
May 2009. With unchanged exchange rates, the cost of non-current assets will increase
by SEK 1m (5; -B) after tax.

The derivatives intended to hedge energy ¢osts in the Group mostly mature during the
first three quarters of 2008. A small part will be realized later during the period until yaar-
and 2013, With unchangad prices, the Group’s profit after tax will be affected positively by
SEK 26m (-8; 0).

2007 2008 2005
Hedge reserve Hedge reserve Hadge raserve

SEKm Asset Liability after tax Asset Liability after tax Asset Liability after tax
Cash flow hedges
Fransaction exposure L e o o

Commerdial transaction exposure _ . 5 ... 15 1 10 24 3 15

Investrmants z2z____.A______ .0 0 17 -5 18 § 8
Energy o ® 2 B 26 0 11 -8 o 0 |
mglng of netinvestments T . -
in foreign entities 3 23 6 98 299 42 187
Fair value hed

Interest-rata risk in financing 14T 344 o . 239 413 - 405 387 o
TOTAL 426 421 26 352 741 =3 487 582 23

" Qutstanding derrratives with hadge accounting are includad in the tabla Total outstanding derivatives.
2 Pertains 1o derivatives before right of set-off.
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FINANCIAL INSTRUMENTS BY CATEGORY

Accounting principles for financial instruments have been applied to the balance sheet items below.

31 December 2007

Loans and Financial assets at fair value Derivatives uged for Available-for-salo
SEKm raceivables through profit or loss hedge accounting financial assets Total
Assets in the balance sheet
Nan-current financial assats 82 1 147 1,296 1,526
Other non-current assets - 3 3 - (]
Trade receivablos 15821 - - - 168,821
Other cument receivables - 39 45 - 84
Current financial assets 274 <0 2 - 366
Cashandcashequivalents 3023 - - e = _3,023
TOTAL 20,200 133 197 1,206 21,826
Financial liabllities at fair value Derivatives used for Financial Habilities measured
through profit or loss hedge accounting at amaortized cost Total
Liabilities in the balance sheet
Non-cumrent financial liablities 11,789 344 8,114 20,247
Other non-current liabilities 2 1 - 3
Current financigl liabilities 167 6 21,770 21,943
Trade payables = - 13,526 13,526
Other current liabilities 46 11 - - 57
TOTAL 12,004 352 43,410 55,776
31 December 2006
Loans and Financial assets at fair value Derivatives used for Available-for-sale
SEKm receivables through profit or lass hedga accounting flnancial assats Tatak
Assets in the batance shest
Non-current financial assets 80 - 239 1,222 1,651
QOther non-currert assets - 15 - - 15
Tradle receivables 15,289 - - - 15,289
Other current receivables - 45 15 - 60
Current financial assets 216 182 1 - 409
Cashandcashequvalerts 1889 - __ - e I P
TOTAL 17,194 252 255 1,222 18,923
Financial liabllitles at tair value Derivatives used for Financial liabilitiss measurad
through profit or loss hedge accounting at amortized cost Total
Liabilities in the balance sheat
Non-current financial liabilities 11,226 413 5213 16,852
Other non-current liabilities 16 - - 16
Current financial liabilties 6,642 9 14,886 21,537
Traoe payables - - 12,332 12,332
Other curent liabilities L _ & .. __._= ... =8 _
TOTAL 17,902 452 32,431 50,785
31 December 2005
Loans and Financial assets at fair valua Derivatives used for Available-for-sale
SEKm receivables through profit or loss hedge accounting financial assets Total
Assets in the balance sheet
Non-current financial assets 130 12 405 1,018 1,565
Other non-current assets - 55 - - 55
Trads receivables 15,028 - - - 15,028
Cther current receivables - 75 41 - 116
Current financial assets 183 54 - - 237
Cash and cash equivalents __lesa - - __ - ce T M
TOTAL 17,025 196 445 1,018 18,685
Financial liabilities at fair value Derivatives used for Financial llabllities measured
through profit or loss hedge accounting atamortized cost Total
Liabilities in the balance sheet
Nen-current financial liabilities 11,676 387 6,575 18,638
Other non-current liabilities 59 - i 5
Current financial liabilities 23 13 19,896 20,190
Trade payables - - 11,567 11,567
Other curent liabilties I - | B . - | B R -
TOTAL 12,073 408 38,008 50,519

Other liabilities end recaivabilas in the balance shest Include tems other than financial instruments, which means that these lines above ars not fully reconctiable,
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NOTE @ KEY ASSESSMENTS AND ASSUMPTIONS

Preparation of annual accounts and application of differant accounting standards are
often based on management assessments or on assumptions and estimates that are
regarded as reasonabie under the prevaling circumstances. These assumptions and
estimates are often based on historical experience but alsc on other facters, including
expectations of future avents. With other assumptions and estimatas, the result may be
differant and the actual result will, by definition, seldom concur with the estimated result.

The assumpticns and estimates that SCA considers to have the greatest impact on earn-
ings as well a5 assets and liabilitiss are discussed below.

VALUATION OF BIGLOGICAL ASSETS
Since a market price or other comparabie value does not exist for assets the size of SCA's,
the biological assats, that is standing forest, are valued al the value of anticipated future
cash fows. ‘

Calculation of these cash flows is based on the felling plan from the most recent forest
survey that is available. Forest surveys are updated every tenth year. The calculation is
also hased on assumptions with regard to growth, selling prices, costs for felling and silvi-
culture as well as costs for repfanting, which is a prerequisite for felling. These assump-
tions are mainly based on experience and are only changed when a change in price and
cost levels is assessed as being long term. The cash flow cavers a production cycle which
SCA estimates to amount to an average of 100 years, The discount factor used is the cost
of gapital before tax (WACC, weighted average cost of capital) that is normally used in val-
uations of similar assets.

The consolidated value of biological assets at 31 December 2007 amounted to SEK
23,805m. For further information, see Note 14.

GOODWILL
Every year the Group examines whether there is any impairment relating {0 goodwill.
Gocdwill is divided armong casn-generating units and these cencur with the Group's pri-
mary segments.

The recoverable amount for the cash-generating units is decided by calculating value in
use. This calculation is based on the Group's existing strategic plans. These plans are based
an market-based assumptions and include anticipated future cash flows for the existing

é} ACQUISITIONS AND DIVESTMENTS

operations during the next five-year period. Cash flows beyond the five-year period are taken
into account by an operating surplus multiple being applied to sustained cash flow, This mul-
tiple concurs with current market multiples for similar cperations.

The discount factors used in the present value calculation of the anticipated future cash
flaws is the current weighted average cost of capital (WACC) established within the Group for
the markets in which the cash-generating units conduct operations. Impairment testing for
the year did not indicate any impairment. Goodwill for the Group at 31 December 2007
amounted to SEK 18 161m. For further information, see Note 12,

PENSIONS

Costs as well as the value of pension obligations for defined benefit pension plans are
based on actuarial calculations that are based on assumptions on discount rate, antici-
pated return on plan assets, future salary increases, inflation and demographic condi-
tions.

The discount rate assumption is based on high-quality fixed income investments with
maturities corresponding to the Group’s existing pension obligations. The funded assets
include equities and bonds. The expected return on these is calculated on the basls af the
assumption that the return on bonds equals the interest on a 10-year government bond
and that the return on equities amounts to the same rate but with an addition for risk pre-
mium.

The Group's net defined benefit obligations and the fair valua of plan assets amountad
10 SEK -150m [net asset) as at 31 December 2007. For further information, see Note 27.

TAXES

Deferred tax is calculated on tempaorary differences between the carrying amounts and
the tax values of assets and liabilities. There are primarily two areas where assumptions
and assessmants affect recognized deferred tax. One is assumptions and assessmeilits
used 1o determine the carrying amounts of the different assets and liabilities. The other is
assumptions and assessments related to futura taxable profits, where a future utllization
of deferred tax assets depends on this. As at 31 December 2007 SEK 1,042m was recog-
nized as defarred tax assets based on such assurnptions and assessments. Sigriticant
assessments and assumptions are also mads regarding recognition of provisions and
contingent liabilities relating to tax risks, For further information see Note 11.

ACQUISITIONS
Acquisitions made during the year totalled SEK 4,545m including assumed net debt. The five largest acquisilions are:

Acquisition Acquisition price Goodwill Acquired Total holding
Company Operations date SEKm SEKm %  after acquisition %
Procter & Gamble's {P&G} European
tissue operations Tissue QOct. O7 3192 653 - -
Additional purchase price SCA Hygiena
Products AG (formerty PWA) Tissue/ Personal Carg Auturnn 07 490 488 - —
Vinda Internaticnal Holdings Ltd Tissue March 07 338 - 20 142
Fine Sancella Hygiene FZCO
joint venture with Nugut, Jordan Perscnal Cara Oct. 07 134 - 50 50
Severn Tirmber Products Ltd Forest Products May 07 10 3 100 100

) Acquisition price pertains 1o purchase price including acquisition costs. Assumed net debt is not included.
2 After stock exchange listing and simuttaneais new issus.

The above acquisitions with the exceplion of the acditional purchase price in SCA Hygiens
Products AG are reported in the Board of Directors' Report under the section Acquisi-
tions, investments and divestments (see pages 15to 17).

ADDITIONAL PURCHASE PRICE SCA HYGIENE PRODUCTS AG

in Juty, a final decision was announced In the ten-year old valuation dispute between the
minarity shareholders of SCA Hygiene Products AG (formerly PWA) and SCA. The court
decision meant that during the autumn SCA paid SEK 480m including interest as an addi-
tional purchase price and SEK 111m in retroactively increased share dividends 1o the
minority shareholders, The additional purchase price including interest was recognized
as an acquisition cost for SCA Hygiene Products AG while the retroactive dividend was
reported as a dividend.

OTHER ACQUISITIONS

In addition to the companies fisted above, a further some tan smaller acquisitions were
made. Acquisiticns for the year, excluding Procter & Gamble's European tissue opera-
tions, totalled SEK 1,256m including assumed net debt, of which SEK 735m comprises
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additional acquisition price or acquisition of subsidiaries, SEK 488m acquisition of associ-
ates and SEK 35m so-called net asset acquisitions.

EFFECT ON SALES AND EARNINGS OF ACQUISITIONS FOR THE YEAR
Practer & Gamble's tissue operations are consolidated with effect fram 1 Cctober 2007,
Net sales of SEK 1,078m relating to the fourth quarter included sales for all facilities
included in the acquisition. Operating profit amounted to SEK 62m in the fourth quarter
but was affected by SCA’s purchase of production from P&G from the two facilities not yet
taken over. These are expected 1o be acquired in the first halfl of 2008. Since this is an
acquisition of assets and liabilities, SCA does not have insight into the history of the cper-
ations taken over and therefore information what the full-year effect would have beenii the
acquisition had been made on 1 January 2007. SCA's assessment of net sales for 2007
amounts to approxirnately SEK 4,300m.

The acquisition of Severn Timber Products affected nat sales for the year by SEK
120m and operating profit by SEK 11m. The acquisition of Vinda International Holding
and Fine Sancella Hygiene, Jordan, had a positive impact on operating profit for the year




of SEK 10m. Other acquisitions did not have any material impact on consolidated sales
and earnings.

There are no plans te divest all or parts of any of the acquired operations. As described
in the Directors’ Report under Acguisitions, Investments and Divestments (see page 15),
the Softis brand together with related patents and machines has been soldin the beginning
of 2008 in accerdance wilh the European Commission's terms for its approval of the P8G
deal.

Goodwill relates to acouisition of markets, where an individual value for another asset
could not be identified.

ACQUIRED OPERATIONS
The table below shows the fair value of acquired net assets, recognized goodwill and
effect on the Group's cash flow statements of all acguisitions.

Preliminary acquisition balance sheet

SEKmM 2007 2006 2005
Non-current assets ~ 3,064 121 228
Cperating assets o 58 116
Cash and cash equivalents P-4 85 8
Provisions . __ =20 -9 23
Nt debt excl. cash and cash squivalents __ -4 - =37
Operating liabitties e 29 -85
Minarity .0 43 56
Falr valug of net assels " 3,247 309 283
Negative goodwill, dissolved inincome statement 18 - -
Goodwil RAL:: 150 16
Acquisition price 4,391 459 399
Unpaid purchase price related to acquisition . -8 =75 -
Settiement of kability for purchase price for

acquisition in previous yaar __ 716 24 -
Purchase price paid 4,458 408 399
Cash and cash equivalents

in acquired companias -7 85 i
Impact on consolidated cash and cash o

equival Busi Combir

{Cash flow statement) 431 323 391
Plus acquired net debt

excl. cash and cash equivalents _ 174 - 37
Acguisition of operation incl. net debt

assumed {Operating Cash Flow Statement) 4,545 323 428

The table below shows fair value of acquired net assets, recognized gocdwill and effect
cn the Group's cash flow statements of the acquisition of P&G’s European tissue opera-
tions.

Preliminary acquisition balance sheet Procter & Gamble

ADJUSTMENT OF PRELIMINARY ACQUISITION BALANCE SHEETS
Preliminary acquisition halance sheets for acquisitions made in 2006 were adopted dur-
ing the year, following final valuation of acquired assets and liabilities. This led to changes
in the preliminary balance sheets as set out beiow in the 2007 balance sheet.

SEWmM 2007
Gootwil S
Other non-current assets 23
Total assets 1]
DIVESTMENTS

The LIS packaging operations were scld in March for SEK 2,765m including selling costs.
Other divesiments wera CDEM in the Netherlands, Zhabei in China and Papelera Men-
doza in Argentina.

.
=
=
=1
=
z

gl of Dlczutitires” FHafee

. B

SEKm 2007 2006 2005 g
Non-current assets ) Bk 19 -

Operating assets AT 18 - ]
Cash and cash equivalents Lo - - ‘.;
Non-current assetls held for sale . _ 2385 - -

Net debt excl. cash and cash equivalents 67 - - -
Provisions __. 28 .
Operating liabilities o _ =302 -12 - 2
Liabilities held for sale . - - ;':
Minority = - - 2
Gain on sale __ _ = 23 1 u
Purchase price raceived 2,778 a8 1 €
Less purchase price paid .5 - - 2
Less cash and cash equivalents CE

in sold companies 1z - -

Impact on consalidated cash and cash

equivalants, Business Combinations

{Cash flow statement} 2,785 48 1

Plus sold net debt excl. cash &
and cash equivalents o ___B_? - - &
Divastment of operations during the &
year incl. assumed net debt ko
{Operating cash flow statement) 2,852 48 1

SEKm 2007
Intangible assets 818
Buildings, land, machinery and squipment B - —‘;56f..
Other non-current receivables o 28
Non-current assets ~ pa08
Inventories 2B,
Operating recevables . - _9
Cash and cash equivalents 2
Current assats e
Asasts 2,674
Provisions for pensions ~104
Cther non-curent liabilties 6.
Non-cutrent liabilitles A
Operating liabilities . 25,
Current liabilities ~ s
Liabilities -135
FAIR VALUE OF NET ASSETS 2,539
Goodwill ¥ 653
Acquisition price S 5,192
Unpaid acquisition price related to

acquisition in 2007 -5
Purchase price paid - ;'3,187
Less cash and cash equivalents

inacquired company .. 2
Impact on consolidated cash and cash

equivalents, Business combinations 3,185
Plus acquired net debt excl. cash

and cash equivalents o4
Acquisition of aperations for the year

incl. d net debt 3,289

W including acquisition ¢osts amounting to SEK 145m.

NOTE 5

Other income comprises income derived from activities outside the normal operations.
The income may be recurrent such as sale of energy, royalties and rental income or
income of a more temporary nature such as gains from the sale of non-current assets and
government grants. In 2007 sales of energy amounted to SEK 546m, income from royal-
ties to SEK 153m, rental income to SEK 46m and gains from the sale of non-current assets
to SEK 75m,

OTHER INCOME

SCA ANNUAL REPORT 2007 79




@ SEGMENT REPORTING

Primary sagments - business segments

Fulp, timber
and

Perscnal Publication solid-wood Other Total
SEKm Care Tissue Packaging papers products operatlons Eliminations Group
2007
REVENUES
Externgl sales 21,845 33,277 33,239 8714 7,896 B4z 0 105,913
Internal sales ~ 158 55 489 1 _213 494 -3,328 0
Tola! revanues 22,101 33,332 33,728 8,715 10,029 1,336 =-3,328 105,913
RESULT
Segment result 2,960 1,724 2,651 537 2,333 —358 0 9,847
ltems affecting comparabilty ¥ o B . -
Operating profit 2,960 1,724 2,851 537 2,333 -58 0 10,147
interest incorne 193
Intarest expenses -2.103
Tax expense for the year - _ - -1.076
Net profit for the year 7,161
OTHER DISCLOSURES
Assels 13,924 45,920 36,674 B.223 33,614 4,108 -5,443 137,018
Shars of equity 142 396 383 17 3 950
Unallccated assets 7.082
Total assets 14,066 46,316 37,037 8,240 33,645 4,106 ~5,443 145,050
Liabilities 4,648 11,488 10,897 2,189 9,744 2,803 -5,443 38,327
Unallocated liabilities 44,444
Eaulty o . . — 64.279
Unallgcated liabilities and equity 4,648 11,489 10,897 2,189 9,744 2,803 -5,443 145,050
Investments -1.032 —6,466 —2.668 -378 -1,018 -2 -11,554
Depreciation -1.011 -2,211 -1,578 795 533 -28 5,186
Impairment losses 18 -1 -7 8
Unallocated impairment losses ¥ -3.542 -3,542
Income and expenses, in addition to depraciation,
not matchied by cash flow 0 -35 -154 -1 -385 -3.847 -4,632
SEKm
2006
REVENUES
External sales 21,010 31,152 32,878 8,92¢ 8,718 752 101,439
Internal sales 262 184 475 1 2.003 439 _ 3364 I
Total revenues 21,272 31,336 33,353 8,930 8,721 1,191 -3,364 101,439
RESULT
Segment rasult 2,799 1,490 2,072 818 1,657 -3 a 8,505
ltems affecting comparability - -
Operating profit 2,799 1,490 2,072 818 1,657 a3 0 8,505
Intarest income 179
Interest expenses - -1,851
Tax expensg fortheyear _ e P
Net profit for the year 5,487
OTHER DISCLOSURES
Assetls 12,958 42,056 35.223 8,543 26,659 1,408 =790 126,148
Share of equity 7 40 356 15 21 43¢
Unallocated assets I e__ _ _B957
Total assets 12,966 42,096 35,579 B,558 26,6880 1,468 -790 133,544
Liabilities 4111 £.844 7,190 1,134 1,606 961 -780 21,156
Unallocated liabilities 53,425
Equity ~ 58,963
Unallocated liabilities and equity 4,111 6,544 7,190 1,134 1,606 961 -790 133,544
investments -969 -2.686 -2,910 -300 —648 —20 -7.433
Depreciation -966 -2,144 —1,676 -850 -488 =27 -5,151
Impairment losses 11 - -23 - = - -4
Unallocated impairrnent losses ™ -
Income and expenses, in addition to depreciation,
not matched by cash flow 3 -103 =107 -5 -216 -114 =542

80 SCA ANNUAL REPORT 2007




Pulp, timber

and
Personal Publication solid-wood Other Total
SEKm Care Tissue Packaging papars products operations Eliminations Group '
2005 |
REVENUES i
External sales 18,350 30502 31,977 7914 6,175 v 0 _ %6385
Internal sales 1 109 382 84 1,762 691 8029 0
Total revenues 19,351 30,701 32,359 7.998 7,937 1,068 =3,029 98,385
RESULT
Segment result 2,474 1,577 1,775 662 1,224 —419 0 7,263 D
Items affecting comparability " o -5,365
Operating profit 2,474 1,577 1,775 662 1,224 -5,784 0 1,928 =
Interest income 156 E
Interest expenses -1,851 e
Tax expense for the year 21
Neat profit for the year 454 i
OTHER DISCLOSURES : E
Assets 14,280 44,405 36,598 9,223 25,941 1,960 =1.005 131,402 g }
Share of equity 7 30 3ez 14 21 0 0 a4 |
Unallocated assets . 3384 | .
Total assets 14,287 44,435 36,980 9,237 25,962 1,980 =1,005 135,220 -
Liabilties 4,148 7,550 7.827 1157 1,457 2,056 =1,006 23,190
Unallocated liabilties T Taago |
Equity ~ . ar11o .
Unallocated liabilities and equity 4,148 7,550 7.827 1,157 1,457 2,056 -1,005 135,220
Investments -1.215 -3,156 -2,086 -342 -1,115 -19 7,933 .
Depreciation -55 -2,143 -1,779 —878 -495 —45 -6.295 !
Impairment losses -2 -7 -15 - - - 24,
Unallocated impairment losses ' -2,352 —2,352
Income and expenses, in addition to depreciation, -
not matched by cash flow -2 -92 -9 -1 -297 2,980 2,539 |
|
1] i il - -
' ems aftecting cumpamblmymr 2006 2005 as well as protective and specizlty packaging. This business segment alse includes con-
N - - tainerboard which is mainly delivered internally and contributes to the Group's raw mate-
impair- Impair- Impair: . ) ot . . . .
SEKm Expenses ments Expenses ments Expenses ments  'ialintegration. Publication papers inctude newsprint and magazine paper. The pulp, tim-
ber and sclid-wood products business segment also contribute to the Group's raw mate-
Parscnal Care -6 41 -199 -130 L . . ) . . . .
Tesm Bs 2863 057 T rial fr}tegratlon since the QrouP s pulp and t\mber. are mainly delivered internally. In
- R A : addition, the Group's pulp is mainly produced from timber from the Group's own forests
Packeging =~ 861 _ _-389 -1638 180 which also to a large extent supply the sawmills with raw material.
Publication papers . -9
Pulp, tmber and REVENUES AND EXPENSES
solid-wood products 5,045 -158 -1 -3 Within the Group there is an crganization for paper recovery. Revenues and expenses
Other £ @ % 4 from these operations are allocated among the business segments in proportion o their
Total 3842  -3542 3013 -2,352 use of recovered paper. All the other income and expenses are directly attributable to the
TOTAL 300 =5,385 business segment as well as income from participations in asscciates.

In conjunction with integration work with the European tissue operations acquired from
P&G, SCA decided on a number of measures to enhance competitiveness in the rest of the
tissue operations, This also included measures within Packaging and Forest Products, A
revaluation of the book value of the Group's forest assets was performed in the fourth quar-
ter by SEK 5,173m. For further information, see Note 14,

BUSINESS SEGMENTS

The Group is organized in five main product groups: personal care, tissue, packaging,
publication papers, and pulp, timber and solid-wood products. These product groups are
the primary segments. Tissue includes toilet paper, kitchen paper and paper handker-
chiefs sold to the retail trade, as well as, toilet paper, hand drying products, napkins and
products for cleaning for industrial and office applications. These products are sold 1o
corperate cusicmers in the industrial sector, offices, hotels, restaurants and catering,
healthcare and other institutions. Personal Care preducts comprise baby diapers, femi-
nine care preducts and incontinence products. Packaging comprises corrugated board

ASSETS AND LIABILITIES

The assets included in each business segment comprise all operating assets used in the
business segment, primarily accounts receivable, inventories and fixed assets after deduc-
tion for provisions. Most of the assets are directly attributable to each business segment. In
addition, some assets that are commaon to twe or mors business segments are allocated
among the business segments. The liabilities attributable to the business segments com-
prise all operating liabilties, mainly accounts payable and accrued expenses. So-calied
capital employed is allocated to the business segments.

INTRA-GROUP DELIVERIES

Revenues, expenses and results for the different business segments are affected by intra-
Group dsliveries. Internal prices are market-based. Intra-Group deliveries are eliminated
on censolidation.
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NGTE @ CONTINUED

SECONDARY SEGMENTS - GEOGRAPHICAL AREAS

The Groups' operaticns are divided into three geographical areas; Europe, North America and the rest of the world.

Sales Asgels Investments
SEKm 2007 2008 2005 2007 2006 2005 2007 2006 2005
Euope 81,208 74732 70,535 125,745 111,368 121,604 — 9778 5,823 6,795
NorthAmerica 10,455 13,273 12.589 12,132 14,632 17320 597 837 524
Restoftheword ) 14,160 13,434 13,261 13878 _ 12,927 13,881 -1,181 774 614
Eiminations 5705 _  -5383 -17.585 ) )
TotaL 105,913 101,439 96,385 145,050 133,544 135,220 -11,854 —7,434 7803

Sales figures are based on the country in which the customer is located. Assets and investments are reported where the assets are located.

GEOGRAPHICAL AREAS

The Group's operaticns are mainly conductad in two areas. In Eurcpe, whichis the Group's
hame market, the Group manufactures and sells personal care products, tissue, packag-
ing, publicatior papers and solid-woad products. In North America, the Group manufac-
tures and sells AFH tissue and incontinence preducts. The Nerth American packaging
operations wera scld in March 2007.

NOJF ? PERSONNEL AND BOARD COSTS

Personnel costs

SEKm 2007 2006 2005
Salaries and remuneration 15,465 14,668 15,695
of which Group management _ a6 69 69
_cfwhichBoard o 4 3 3
Pensioncosts = . 798 1,014 1.162
_ofwhich defined beneft pensicnplans 148 363 493
of which defined contribution
_Pensionplans . 850 _ 651 668
Other social security costs 3,051 3,057 3,225
Other personnel costs 1.270 1022 1.830
TOTAL ' 20,564 18,761 21,912

*Of to1al personnel casts SEK 867m [Q; 1,980} is attributable 16 costs for compieted efficiency enhancemeant
pogramimes.

ge number of employ

2007 2008 2005

Average umber of employees . S04 5102 51,18
of whom women, % . i 25 25 24
Number of countries 80 54 8

Women comprised 14% {14) of tha total number of Board members and senior executives.

Breakdown of employees by age groups, %

21-30 340 41-50 51-60
19 30 2 18

Less than 2% (2; 2) of the employees are under the age of 20, and less than 2% (2; 2) are
over the age 60. During 2007, SCA invested approximately SEK 178m (165; 170) or nearly
SEK 3.500(3,200; 3,400) per employes in skills enhancement activities. The added value
per employee in 2007 amounted to SEK 551,000 (514,000; 481,000). The proportion of
university graduates amounts 1o apout 15% {13; 12).

In 2007, 6,852 (7,297, 5,154) persons left SCA while 7,202 (6,327, 4,860) jeined the
company, These figures include both voluntary retrement and the effects of rationaliza-
tion and redundancies. In addition, a significant portion relates to summer jobs for stu-
dents and seasonal work.

Absence due to illness in Swedish companies, %

2007 2006 2005
Total absence due to iiness
of normal working hours . 4 5 5
i:l@- R 4 5
Women _ - .8 6 6
Of which contiguous absence due to
Hiness of 80 days or more comprises 48 58 59
Propartion of absence due to iliness by age groups, %
-29 30-49 50~
3 4 8
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FEES TO BOARD MEMBERS IN THE PARENT COMPANY DURING THE YEAR
Members of the Board elected by the AGM who are nol employees in the company
raceived the following remuneration in accordance with the AGM decision.

Board Audit Remuneration
SEK ten Commilttee fee Committes fee Total
Sverker Martin-L&f (Chainman) 1275000 75,000 50,000_ 1,400,000
Roif Bdrjesson 425,000 o 50.000 475,000
SorenGyll 425,000 __75.000 500,000
Torn Hedelius 425,000 50,000 475,000
Leif Johansson 425,000 425,000
Anders Nyrén 425,000 (Chairman)100,000 525,000
Barbara Miian Thoralfsson 425000 425,000
TOTAL 3,825,000 250,000 150,000 4,225,000

Toial Board fees for Board members 2006 amounted to SEK 3.820,000.

REMUNERATION TO SENIOR EXECUTIVES DURING THE YEAR

Senior executives refer to the President, who is also 1he CEQ, the executive vice president,
bursiness group presidents and tha heads of corporate staff units. For the composition of
this group see pages 110-113.

AGM GLIDELINES FOR REMUNERATION TO SENIOR EXECUTIVES
The 2007 Annual General Meeting adopted the following guidelines for remureration for sen-
ior executives:

"Remuneration to the CEQ and other senior managers will be a fixed amount (hase sal-
ary), possible: variable rermuneration, additional benefits and pension. Other senior man-
agers include the executive vice president, business group managers and the central staff
managers. The total remuneration is 1o correspond to market practice and be compatitive
on the senior manager's field of profession. Fixed and variable rernuneration is to be linked
to the manager’s responsibility and authority. For the CEQ, as well as for other senior man-
agers, the variable remuneration is 10 be limited and linked to the fixed remuneration, The
variable remuneration is to be based on the outcome of predetermined ehjectives and, as
far as possible, be linked to the increase of value of the SCA share, from which the share-
holders benefil. In the event of tarmination of emplaymant, the notice pericd should not-
mally be two years should the termination be initiated by the company, and one yaar, when
initiated by the senior manager. Severanca pay should not exist. Pensicn benefits are to
ba determined either by benefit or charge, or by a combination herecf, and entitle the sen-
ior manager to pension from the age of 60, at the earligst. To earn the pension benefits, tha
pericd of employment must be long, at pressnt 20 yaars. When resigning before the ags
antitling to pension, the senior manager will receiva a paid-up pension policy from the age
0f 80, The pension is not 1c be based on variable remuneration. Matiers of remuneration to
tha senior management are to be dealt with by a remuneration commilies and, as regards
the prasident, be resolved by the board of directors.”

COMPANY'S APPLICATION OF GUIDELINES

FIXED SALARY

The fixed satary shall be in proportion to the individual's position and the autherity and
responsibilities this entails. (1 is set individuglly at a leve! that, combined with other remu-
neration, is assessed as a markst rate and competitive in the labour market in which the
axaculive works,




VARIABLE REMUNERATION
SCA's variable remuneration programmes involve executives at the Group and business
group level and include both a profit-related and a share-related component,

The programme is maximized and for 2007 can give a maximum variable remuneration to
the CEQ, executive vice president and business group presidents amounting to 75% of the
fixed salary (65% for other senior executives) while the programme for 2008 can provide a
total variable remuneration to the CEO, executive vice president and business group presi-
dents of 85% {75% for other senicr executives) of fixed salary.

The profit-refated component is based on an earning period of one year. The ouicoms of
this component, which for the CEQ, executive vice president and businass group presidents
for 2007 could provide a maximum of 50% (4C% for other senior executives) of fixed salary
angd for 2008 a maximum of 50% {40% for other senior executives) of fixad salary, is depend-
ent on the extent to which targets set in advance are achieved. For 2007 the target for the
CEQ, the executive vice president and the heads of corporate staff units was measured with
respect 1o prefit before tax, while the target for the business group presidents was based on
cash flow. For 2008 target measurement for all senior executives will be to a certain portion
{30%) measured against earnings per share while the remainder will be measured against
prefit before tax (CEQ, execulive vice president and heads of corporate staffs) and business
group specific targels respectively (business group presidents). Any result is paid in cash
after the close of each earning year. Targets for the CEQ are set annually by the Board. The
targets for other executives are determined by the Remuneration Committee and the CEQ.

The share-related component is based on an earning period of one year. The resull
depends on how the value (known as the effective return) of SCA's Clasa B sharas progresses
over a three-year period in relation to the value trend among SCA's competitors in Sweden
and abroad. The result requires that the effective return for SCA Class B shares exceeds the
average effective retum among a comparative group. For 2007 the maximum result could
amount to 25% of fixed salary while for 2008 it can amount te 35%, provided the senior exac-
utive invests at least half the result (after tax) in SCA shares, otherwise at 25%.

For the CEC, wha tock up his position on 1 November, the programme has provided a
total remuneration corrasponding to 66% of fixed salary, which will be paid in 2008.

Far the executive vice president, business group presidents and heads of corporate staffs
the programmes provided a total remuneration corresponding to 66% of fixed salary {execu-
tive vice president} and an average remuneration corresponding to 59% of fixed salary (busi-
ness group presidents) as well as an average remuneration corresponding 1o 58% of fixed
salary (heads of corporate staffs), which remuneration will also be paid in 2008.

OTHER BENEFITS
Other benefits pertain to housing and company car.

PENSION

For the CEQ, who is entitled e retire at the age of 60, the pension agreement provides a
retirement pension {excluding naticnal pensicn bensfits and praviously earned paid-up
policies) between the age of 60 and 65 of approximatety 40% of final salary {excluding var-
iahle remuneraticn) and thereafter with approximately 20% of final salary (excluding varia-
ble remuneration) for life. Upon terminaticn of employment prigr to retirerent age, a paid-
up policy is received for pension payments from age 80. In addition, beneficiaries’ pension
(excluding national pensicn benefits and praviously earnedl paid-up policies) amounts to
approximately 50% of retirement pension.

Approximately half of the other senior executives in the Group have a defined benefit
pension plan, which grants the executive the right at age 65 to recelve a pension (exclud-
ing national pension benelits) at up to 70% of the salary (excluding variable salary). How-
ever, they are entitled to retire at 60 with 70% cof the salary at ratirement {axcluding variable
remuneration), between 60 and 65 and subsequently with 50% of the salary at retirement
{excluding variable remuneraticn). Normally, full pensicn requires the executive having
been employed in the Group for 20 years, Upon termination of employment prior to reach-
ing retirsment age, a paid-up policy is received for pension payments from age 65 or 60,
vnder the condition that the executive, after reaching the age of 40, has been employed in
the Group for at least three years. In addition, beneficiaries’” pension amounts fo about
50% of retirament pension.

‘The defined benefit pension plan described above has been closed for new entrants. A
new pension plan was establishad in 2004. The new plan is a combination defined benefit
and defined contribution pension pian that provides the executives the right at age 60 to
receive a retirement pension {including national pension benefits} of up to 45% of the aver-
aga salary {excluding variable remuneration for three years prior 1o retirament age. For full
pension, the individual must have been employed for at least 20 years calculated from 40
years of age. Upon termination of employment prior to reaching retirement age, a paid-up
nelicy is received for pensicn payments from age 60, under the condition thal the execu-
tive, after reaching the age of 40, has been employed in the Group for at least three years.
In addition, beneficiaries’ pension amounts to about 50% of retirement pension. In addi-
tion to the defined benefit pension, a pension is paid based on premiums paid by the com-
pany, The premiums paid for each year of service amount to 10% of the executive's base
salary and areinvested in a fund orinsurance chosen by the executive.

SHARE-BASED PAYMENTS ~ EMPLOYEE OPTION PROGRAMMES
No shara-based payments were madg during the year.

The company earlier issued employee options for which the term has not yet expired.
During 2001 and 2002, about 200 senior executives recalved stock options at no cost ata
value {thecretically calculated) which on the date did not exceed abcut 20% of the execu-
tive's base salary. The total number of stock options for both years allocated to these
executives amounted to about 1,800,000. The maturity of the options is seven years and
1/3 of them may be exercised after one year, 1/3 after two years and the remaining 1/3
after three years. When exercising the options, the employee must make payments corre-
sponding to the average lates! paid price for Class B sharesin SCA during a certaln period
prior the allecation date. For options allocated in 2007, the exercise price was set at the
average share price during a ten-day period in May 2001, SEK 220.00 (following a 3:1
share split each employee cplion carres entitlement to acquire 3 B shares at a fixed exer-
cige price). For the options allocated in 2002, the exercise price was set at the average
share price during a ten-day period in May 2002, SEK 347.50 (following a 3:1 share split
each employee option carries entitlement tc acguire 3 B shares at a fixed exercise price).
The optiens have so many entittement restrictions that they are considered to lack market
value. With the share price at year-end, SEK 114,50, the value of all outstanding options
amounted to SEK 39.1m, of which SEK 21 7m for options allocated in 2001 and SEK 17.4m
fer options allocated in 2002, The expenses for social security costs at exercise of the
stock options have been hedged with regard 16 increases in the SCA share price. The risk
of a downturn In the share price is not hedged. Hedging is conducted in share swaps at &
nominal SEK 100m. The market value at year-end was SEK 8m. The market value of the
hadging transaction will be estabiished and recognized inincome as incurred.

During 2007, 61,000 options were exercised from the 2001/2008 or 2002/2008 pro-
grammes by senior executives.

Holdings of employee optlons 31 Dacember 2007

Programme 2001/2008  Programme 2002/2009
Chairman of the Board 40,000 40,000
CEO — -
{Other senicr executives {10 people) - 58,000
TOTAL 40,000 128,000

For each executive’s holding, $oe also pages 110-113.

NOTICE PERIOD AND SEVERANCE PAY

The agreement with the CEO stipulaies a period of notice of termination of two years if
such netice ks given by the company. The CEO has a corresponding right with a pericd of
termination of one year. If natice is given by the company, the CEO Is not obligated to serve
during the notice period. The agreement does not contain any stipulations with regard to
severance pay.

Between the company and other senicr executives a period of notice of termination of
twe years normally applies if such natice is given by the company. The executive has a
correspanding right with a period of notice of termination of one year, The executive is nor-
mally expected to be available to the company during the notice period, The agreements
have no stipulations with regard to severance pay.

PREPARATION AND DECISION PROCESSE FOR REMUNERATION

During the year, the Remuneration Committee submitted to the Board recommendations
regarding the principles for ramuneration of senior executives. The recommendation con-
tained the proportions between fixed and variable remuneration and the size of any salary
increases. In addition, the Remuneration Committee proposed criteria for assessing vari-
able remuneration and pension terms,

The Board discussed the Remuneration Committee proposal and decided based on
the committee's recommendations.

The remuneration to senior executives for the 2007 financial year was based on the
Remuneration Committee's recommendaticn, and with regards to CEC decided by the
Board. The affected executives did not participate in remuneration matters pertaining to
themselves.

When it was deemed appropriate, the work of the Remuneration Committee was car-
ried out with the support of externat expertise. For information about the compaosition of
the Remuneraticn Committes, see pags 106.
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NOTF! 7 CONTINUED

Remuneration and other benefits during the year

Variable Share-related Cther

SEK Fixed salary remuneration Other benefits Pension costs pay r ation Total
L£EQ Jan Johansson 1,171,241 772,332 16,358 1,089,186 = 1,118,000 4,167,118
Executive Vica President Lennart

Persson 3,754,555 2817.472 254,254 587,410 = 7,413,681
Other senior exacutives (9 people} 30,268,935 17,830,101 2,762,047 89,891,130 - 60,743,113
Former GEQ Jan Astrdm 4,280,296 2,994,447 169,343 3,790,391 - 2,288,079 1 3.532,55
TOTAL 39,485,027 24,414,353 3,192,901 15,358,117 - 3,408,079 85,856,478
COMMENTS TO THE TABLE e Other benefits pertain to housing and company car.

= In applying the company's earlier contract with the Chairman of the Board, who was
previously President and CEG of SCA, from the date he left empioyment in 2002 and
until he reaches age 65, he will essentially remain at the remuneration level that is
cemparable to his previous employment benefits (excluding variable remuneration). In
addition to contractual pension, he will accerdingly receive an annual supplermentary
amount, which for 2007 amounted to SEK 2,123,124,

* The CEO who took up his position on 1 November received a salary for 2007 based cn
afixed annual salary of SEK 7m, a salary level that also applies to 2008.

* Variable remuneration covers the 2007 financial year but is paid in 2008. For informa-
tion about how the variable remuneration is calculated, sea above under Variable
remuneration.

NOTE OTHER EXPENSES

Other expenses include R&D costs amounting to SEK 595m (562; 545) in the Group.

Consolidated operating profit includes a net result from exchange differences of
SEK -6m (12; 27). Hedging positions had an impact on cperating profit of SEK -5m (146;
-237). Government granis received reduced other expensas with SEK 38m (68; 38).
Energy and transport expenses amounted 16 SEK 6,579m (7,389) and SEK 7,337m {7,528),
respectively.

Other expenses also include marketing, sales, rent for premises, ¢ther consuftant fees,
administrative expenses, and other similar expenses.

OPERATING LEASES
Futurs payment commitments in the Group for non-cancellable cperating leases are bro-
ken down as follows:

* Approximately half of the Group's senior executives have defined benefit pension
plans while the other half have a combined defined benefit and defined contribution
pension plan. Pension costs pertain 10 the costs that affected earnings for the year,
excluding special payroll tax. For additional information about pensions, see above
under Pension.

*  Other remuneration 1o the CEQ pertains to compensation for loss of variable remunera-
tion from a former employer,

¢ Other remuneration to the former CEC pertains to severance pay, etc., according @©
agraemeant.

Total payments for finance leases during the year amounted to SEK 186m {182; 232}. Dur-
ing the year SEK 73m {55; 55} was reparted as an interest expense and SEK 111m (107;
12¥) as amortization cof debt. Depreciation ¢f finance lease assets during the year
amounted to SEK 116m (116; 130). The book value of finance lease assets at year-end
amounted to SEK 306m (317; 379} relating to buildings/land and SEK 1,187m (1,270;
1,534) relating to machinery,

In addition to the above, there are leases in scme financial transactions which are
described in Note 31,

AUDITING EXPENSES
Remuneration 10 auditors can be specified as follows:

SEKm 2007 2006 2005
SEKm 2007 2006 2005 PricewaterhouseCoopers
Within 1 year 95 202 926  Audit assignments . B2 62 _ 64
Between 2-5 vears 2193 1,958 2,074  Other assignments I L A 29 25
Later than 5 years o _1_,§27 1,477 1,627 Dther auditors
TOTAL 4,856 4,337 4,627 Audit assignments o 2 3 _4
Other assignments o 1 1 3
The costs for the year for operating leases for assels amounted to SEK 921m {820; 921).  toTAL a2 a5 96

Leased assels comprise a large number of assets such as energy plants, warshouses,
offices, other buildings, machinery and equipment, IT equipment, office equipment and
transport vehicles. The assessment is that in reality contracts for a number of assets can
beterminated in advance,

FINANCE LEASES
Future payment commitments for the Group's finance leases are as follows:

2007 2006 2005
Present Present Present
SEKm Nominal value Nominal value Nominal valug
Within 1 year 77 154 182 158 218 202
Between2-Gyears 698 601 478 645 544
LaterthanSyears 462 307 613 453
TOTAL 1,245 943 1,476 1,199
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Other assignments are mainly audit-related consultations in conjunction with acquisi-
tions, and tax advice.




DEPRECGIATION AND IMPAIRMENT OF PROPERTY,

NOTE, @

PLANT AND EQUIPMENT AND INTANGIBLE ASSETS TAXES
SEKm 2007 2006 2005 Tax expense
Depreciation SEKm 2007 2006 2005
Buikdings . __753 765 740 Current tax expense . 1,506 1,897 1,279
Land o a1 76 77 Deferred tax expense 430 631 -1.300
Machinery and equipment _ _ _ 5053 5,083 5,278 TOTAL 1,076 1,366 21
Sub-total 5,887 5,934 6,005 8 N )
L —— Tax expense amountad to 13.1% (20.0; -4.8) of the Group's profit before tax. The differ-
Patenis, trademarks and similar rights 256 170 158 R L
Capitalized development costs T a7 P ence between reported tax expense and expected tax expense is explained below. The
P & - = - expected tax expense iz calculated according to the current Group structure and current
Sub-total 299 217 200 profitlevels in each country.
TOTAL DEPRECIATION 6,186 8,151 6,295
. 2007 2006 2005
impairment losses
9
Buildings — 197 3 577 SEKm % SEKm % SEKm %
Land ) ) 19 _ 148 Tixixpense 771,0}167 173‘1 1,366 200 -21 —4.8
Machinery and equipment T T zoss 13 1886  Expected tax expense 2328 283 2102 308 41 3286
Construction In progress - T3 8 51  Ditterence -1,252 -152 736 -10.8 162 374
Sub-total 3,308 30 2,362  Thedifference is explained by:
Patents, tradernarks and similar rights 226 4 1 Permanent effects
Capitalized development costs I - 13 Effects attributable to internal banking
Sub-total 228 4 14 operations -585  -7.1 -468 -73 =433 -1000
TOTAL IMPAIRMENT LOSSES 3,534 34 2,376 Effects of other subsidiary financing_ =143 -1.7 96 =14 -N7 =270
Total Cther permanent effects 2 _ P49 30 108 18 3 302
i i jods 3 - - _ _
Buidings 350 774 107 ga:es att.nbulable 1o prgge:o::d 117 1.4 118 1.7 30 7.0
e angs in unrecognized defey
Land_ , - 8 225 axassets M7 14 -105  -16 258 599
Mach\neryjan.d equipment B141 5,106 7,164 Changed tax rates 53 65 o7 04 a2 75
Construction in progress 2 8 51 Girer® A2 -28 ¢ 0 0 00
Sub-total 9,183 5864 BAST  roTaL 1,262 -152  -736 -10.8 162 -374
Patents, trademarks and similar rights 481 174 156 s ¢ offects rbutable & L differ toter , o fiscal st
IR ermanent effects are a able 1o penmanen ences ean accounting and fiscal result.
Capitalized davelopment costs o 46 47 55 » ) e A g ) )
Sub-total 827 221 214 2007 includes permanent affects attnbutable to tha sale of the North American packaging cperations
amounting to SEK B7m.
TOTAL DEPRECIATION AND » ) . )
IMPAIRMENT 9,720 6,185 8,671 In 2007 reversal of an earlier provision for tax risks reduced the tax expensa by SEK -58m. In 2006 the

The total armount for property, plant and equipment includes reversal of impairment losses
for buildings with SEK 1m {1; -} and machinery and equipmeant with SEK 18m (- 1}.

Depreciation is based on the costs and estimated useful lives of the assets provided in
the accounting principles section on page 70.
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FINANCIAL INCOME AND EXPENSES

positive outcome of a tax dispute and changed provisions for tax risks affected the tax expensa by SEK
-82m.

“1in 2007 previousty recognized tax assets in Mexico wera wnlten down by SEK 72m. In 2006 loss carry for-
wards in Germany were revalued to a value of SEK 91m. SEK 228m of tha effect in 2005 is attributable 1o
full tax effect not being achieved with respect to efficiency programmes.

% SCA has, through investments in Poland and Slovakia, received entitiement Lo nvestment tax cradits
amounting to SEK 242m.

SEKm 2007 2006 2005
Resuits from shares and participations in other companies

Dividends R 29 26
Capital gains < ¢ 46 17
Reversal of impaiment losses o - - 3
interest incomea and similar profit/lass items

Intarest incom, investments 124 B1 108
Qther financial income - 23 4
Total financial income 193 179 156
Interest expenses and similar profit/loss items

Interest expenses, borrowing . _-.BB3 -1,756 -1.677
Interest expenses, derivatives -183 -93 56
Fair value hedges, ineffectiveness o 745 - 1
Other financial expenses 28 -2 =31
Total financia) expenses ~2,103 =-1,851 =-1,651
TOTAL =1,910 -1,672 =1,495

Other financial income and expenses include exchange differences SEK —1m (23; 4).
Capital gains include gains from sales of shares of SEK 26m {42; Q).

Current tax expense

SEKm 2007 2006 2005
Incomne tax for the period 1 ,3§T 1,372 1,243
Adjustments for prior pericds 119 625 36
TOTAL _ T me 1,997 1,279
CURRENT TAX LIABILITY

The change of current tax liability during the period is explained below:

SEKm 2007 2006 2005
Opening carmrying amount =23 6 327
Current {ax expense o [596 1,997 1,27¢
Paid tax _ =179 -1,770 -1,629
Other changes o - 5 41
Exchange differences o _ .3 -1 12
Closing carrying amount 27 237 6

Other changes include tax relating to profit/loss items recognized directly in equity SEK
Cm (0; 7), and the effects of acquisitions and divestments with SEK Om (5; 37). Closing
current tax liability comprises assets of SEK 570m (563; 525) and tax liabilities of SEK
597m (800; 531).
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CONTINUED
Deferred tax expense
SEKm 2007 2006 2005
Change in temporary differences 482 252 -1,259
Adjustments for prior periods 236 743 6
Cther changes -676 —140 -35
TOTAL 430 -631 -1,300

Cther changes include the effects of changed tax rates amounting to SEK -531m (-27; 32),
revaluation of deferred tax assets by SEK 67m {-113; -3} and recegnition of investment tax
credits with SEK-212m.

DEFERRED TAX LIABILITY

OTHER

SCA reports no deferred tax relating to tempoerary differences attributable to investments
in subsidiarias, associates and joint ventures. Any future effects (tax deducted at source
and other deferred tax on orofit taking within the Group} is reported when SCA can nc
lenger contrel reversal of such differences orwhen for other reasons it is no longer improb-
able that reversal can take place within the foreseeable future.

LOSS CARRY FORWARDS

Taxloss carry forwards for which no deferred tax assets are recognized amounted 1o SEK
1,285m (359; 1,268) as at 31 December 2007. Of these, SEK §32m have an indefinite life.
The remainder expire as follows.

i I s ) YEAR SEKm
The change in deferred tax liability for the period is explained below: 7008 v
Deferred 2009 85
Opening tax Other Exchange Opening 2010 53
SEKm balance expense changes differences balance 2011 a8
Intangille assets 86 161 —£3 -19 165 2012 and later 333
Land and buildings 6,533 1,376 47 49 8,105 TOTAL 593
Machinery and equipment 6,180 -1,480 =58 31 4,673
Financial assets a2 25 285 -7 385  Ofnon-recognized loss carry forwards, SEK 82m expired in 2007 and SEK 69m was ulilized
Current assets 58 34 g 10 43 or recognized. The fiscal value of non-recognized loss carry forwards amounts o SEK
Provisions for pansions -207 78 18 - -117  299m.
Other provisions -115 -349 -14 1 —477
Liabilities —409 102 79 221
Tax credits and tax loss
carry forwards -2,184 -140 12 37 2,275
Other 89 -169 101 — 20
TOTAL 10,213 —430 415 102 10,301

Gther changes include deferred tax booked directly in equity according 1o 1AS 19 SEK
296m, 1AS 39 SEK 11m, effects of acquisitions and divestiments SEK—-69m and change in
provisions for tax risks credited to tax expense with SEK 176m., Closing deferred tax liabil-
ity comprises deferred tax assets SEK 1,042m (718; 992) and deferred tax liabilities SEK
11,343m (10,831; 10,524).

w2

INTANGIBLE ASSETS
Licences, patents and Capitalized
Goodwill Trademarks gimilar rights development costs
SEKm 2007 2006 2005 2007 2006 2005 2007 2008 2005 2007 2006 2005
Ascumulated cost 18,161 16,997 19,823 4,818 1,122 1,205 3,250 3121 2,294 470 416 415
Accumulated depraciation - - - -99 -84 -76 -1,714 —1,803 -1,356 -227 -182 -150
Accumulated impairment - - - -207 0 - -5 2 - -5 -3 —14
Residual value according to plan 18,161 16,997 19,823 1,613 1,038 1,129 1,531 1,520 238 238 231 252
As at 1 January 16,897 19,823 17,594 1,038 1,128 1,083 1,520 938 855 231 252 192
Investments 4 - - 0 o 0 199 201 92 33 72
Sales and disposals 0 0 - 0 0 0 -8 -5 -6 ) 0 ¥
Business combinations 1,162 150 162 817 0 0 35 1 17 90 -
Company divestments 0 Q - 0 o - 0 - Q 0 -
Reclassifications " -23 -1,588 - 0 0 o 29 607 -25 8 -3 38
Depreciation for the year - - - -11 -11 -8 ~244 —159 —150 -44 =47 —42
Impairment for the year - - - -207 0 — ~19 -4 -1 -2 G -13
Exchange differences 2 -1,388 2,087 -24 —80 44 16 58 156 3] -9 11
Closing carrying amount 18,161 16,997 19,823 1,613 1,038 1,129 1,51 1,520 938 238 231 252

" Goodwill totaling SEK 23m pertains mainty to adiustments of prefiminary acquisition balance sheets which in 2007 were reclassified as non-curent assets. Reclassification in 2006 pertains to the North American

packaging operations.
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iMPAIRMENT TESTING
Goodwill is tested for impairment every year. Goodwil is distributed among cash-
generating units as follows:

Goodwlll in cash-generating units

Average
SEKm WAGG 2007, % 2007 2006 2005
Perscnal Care 7.7 2,362 2,432 2,753
Tissue 7.4 8177 7,092 7,608
Packaging ¥ 7.0 6,734 6,595 8,539
Publication papers 71 232 242 246
Pulp, timber and solid-wood products 7.1 23 3 31
Other operations 7.5 623 605 646
TOTAL 18,181 16,997 19,823

" |n 2005-2006 SCA disclosed the cash-generating unit Packaging, rest of the workd, consisting of Asia and
North America. In 2007, the North American packaging operations were sold and in 2007 1esting for impair-
ment Asia was included in the cash-generating unit Packaging.

Therecoverable amount for sach cash-generating unit is daterminad based ona calcula-
tion of value in use. These calculations are based on the strategic plans adopted by Group
managemaent for the next 10 years. Assumptions in strategic plans are based on current
markel prices and costs with an addition for real price reductions and cost inflation as well

trademarks identified and measured relate 1o the 2007 acquisiton of P&G's European tis-
sue operations of SEK 818m and to 2004 acquisitions in Mexico, Australia and Malaysia,
The cost of the trademarks was established at the time of acquisition according to the so-
called relief from royalty method, The need forimpairment is tested every year. Testing is
carried out during the fourth quarter and is performed for each trademark or group of
trademarks. An evaluation is made of the royalty rate established at the time of acquisition
as well as assessed future sales develcpment over 10 years. A multiple is used for time
beyond 10 years, this is discountad with the current weighled cost of capital (WACC) for
each market. Testing for 2007 showed some impairment losses which combined with
impairment due to brand migration amounted to SEK 200m. At year-end the value of
SCA's trademarks with an indefinite useful life amounted to SEK 1, 567m (979; 1,057).

EMISSION RIGHTS

The SCA Group participates in the European system for emission rights. SCA receives a
permit, from each state in which operations reguiring a permit are conducted, to emit a
specific volume of carbon dioxide during a calendar year. At year-end 2007, surplus emis-
sion rights not required tc cover the provision for emissicns was adjusted by SEK -12m to
the current market price on the balance shest date. In conjunction with this the deferred
income was alsc reversed by a corresponding amount so that the net cost for the revalua-
tion is zero. Settlement with each state regarding 2007 emissions will take place April
2008.
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as assumed productivity development. Volume assumptions fellow the Group's target 6 ggkm 2007 2006 2005
an average annual growth of 3% to 4%, depending on business sagment and geographic - ees oo 85 265 112 4
market. Effec.ls.oi expansio_n invgstments in'o.rder to achieve the said growth gre excluded Accurlated revaluation of surplus 12 _ — ;
w.hen goodwillis testeq for |mpa|rment‘. Anticipated future cash ﬂgws according to strate- Residual value according to plan 73 265 12 3
gic plans form the basis of the calculation. Cash flows for the pericd beyond 10 years are ]
calculated by an operating surplus multiple being applied to estimated sustained cagh ~ As at1January 266 LLE - .
flow. In a present value calculation of anticipated future cash flows the current weighted ~ Emission rights raceived 94 299 12 %
cost of capital (WACC) decided for each area within the Group is used. Discounted cash ~ Sales -13 =31 -3 2
flows are compared with the carrying amount of capital employed per cash-generating ~ Reclassifications - -3 - 3
unit, Testing forimpairment is carried outin the fourth quarter and testing for 2007 showed  Settlement with the government -268 -10% -
that there was no impairment need, Revaluation of surolus -12 - -
In addition o goodwill, there are trademarks in the Group that are judged to have an  Fxchange differences 7 -7 2
indefinite useful life. The usetul fife is judged as indefinite when it relates towell established  Glosing carrying amount 73 265 12 )
trademarks within their markets that the Group intends to keep and further develop. The E
3,
mﬂ@ PROPERTY PLANT AND EQUIPMENT L
Buildings Land Machinery and equipment Construction in progress
SEKm 2007 2006 2005 2007 2006 2005 2007 2006 2005 2007 2006 2005
Accumulated cost 21,335 19,600 20,833 6,685 6,149 6,378 84,065 77,957 B0.624 3,499 4,233 4,213
Accumulated depreciation -8,2a1 -7,483 7,413 -1,016 842 -882 —45,154 41,420 41,741 - — -
Accumulated impairmant =323 =129 =215 -89 =129 -144 4,252 -1,227 -1,478 -12 -21 —48
Residual value according to plan 12,721 11,988 13,205 5,580 5,078 5,352 34,659 35310 37,405 3,487 4,212 4,165
Value as at 1 January 11,983 13,205 12,526 5,078 5,352 5,209 35,310 ar.405 36,649 4,212 4,165 2,640
Investments 288 378 508 108 87 147 3,335 2,801 3,437 3,100 3,519 3,246
Sales and disposals =92 =22 -134 - -53 -153 =91 -115 =117 -13 -2 -23
Business combinations 634 16 0 18 72 _ B0t 78 [ 3 3
Company divestments -5 -5 - = -12 - -62 -1 - - - -
Reclassifications ™ 647 -180 320 68 -52 3] 3,049 2,042 1,583 -3.863 —3,302 -2,092
Cepreciation for the year -7683 —765 740 -1 -76 77 -5,053 —5,093 -5278 - - -
Impairment for the year e -10 277 _ -19 - -147 _ -B3,106 -13  -1,883 _ -2 -3 -51
Reversed impairment - 1 o - - a .18 = 1 - - ]
Exchange differences 211 =620 962 74 -186 295 458 -1,794 2,664 48 163 242
Closing carrying amount 12,721 11,988 13,205 5,580 5,078 5,352 34,659 3510 37,405 3,487 4,212 4,165
Tin 2006, reclassifications pertained to the North American packaging operations to Non-current assets hekd for sale. In addition, investments in safiware were reclassified to intangible assets.
During the year SEK —m (35; 17) partaining to interest during the construction period was ~ TAX ASSESSMENT VALUES
capitalized in machinery, SEK -m (-; 4) was capitalized in buildings, at aninterest rate of  Tax assessment values relate to assets in Sweden.
=% (3; 3). The total includes cost for machinery of SEK 585m (587; 573), buildings SEK 9m
9; 9} and land SEK 2m {2; 2} in capitalized interast. SEKm 2007 2006 2005
Gevernmeni granis reduced investments for the year in buildings by SEK 1m (-; -), Buildings 2,385 2,363 2,417
machinery and equipment by SEK 86m (22; 13} and construction in progréss by SEK-m Land 12,672 12,577 12,483
(3; ). Intotal, government grants reduced accumulated costs for buildings by SEK 10m  TOTAL 15,057 14,940 14,900

(9; ), land by SEK 1m (1; 1), machinery and equipment by SEK 367m {270; 268) and con-
struction in progress by SEK -m (3; -).

Carrying amount of buildings with tax assessment values in accordance with the above
was SEK 1,523m (1,604; 1,704). The tax assessment value for land includes forest land
which is divided up and recognized &s biclogical assets and fand assets (see Note 14).
Carrying amount of biological assets and land and land improvements, was SEK 23,805m
{18,082; 17,761} and SEK 1,748m {1,628; 1,597) respectively.

SCA ANNUAL REPORT 2007 87




o 1}

SCA's forest assets are divided up and reported as biological assets, i.e. standing forast
and land assets. Standing forest is recognized at fair value and amounted at 31 December
2007 to 8EK 23,905m {18,082; 17,716). The total value of SCA’s forest assets was SEX
24,811m (18,986; 18,616). The difference SEK 806m (004, 900) comprises forest land
reperted under non-current assets Land.

BIOLOGICAL ASSETS

Standing forest

SEKmM 2007 2006 2005
Opening carrying amount 18,082 17,716 17,383
Revaluation o _5173 - -
Purchases R 61 76 23
Sales -1 14 7
Change in fair value 1475 4,196 1,079
Change due 10 felling . __.-hoe3 592 =793
Cther changes I 45 - 31
Closing carrying amount 23,905 18,082 17,716

In the income statement, changes in fair value and changes dug to felling are reported as a
net value, SEK 472m (304 286}, under Change in net value of biclogical assets.

In 2007, BCA revalued its standing forest by SEK 5,173m before tax. The new valuation
was based on a new feling plan based on ferest lax assessments performed in
2006-2007. In addition zn update was made of estimated income and expenses and well
as estimataed development of the sama. Some increase of possibla feling volumes had a
positive impact on the valuation but the single greatest impact on the increase in valua
was higher wood prices. To avoid over-estimation of the effect of today's high price levels,
a ten-year adjustment period was used in the valuation model in order to revert 1¢ 2 real
trend price for wood that is fower than today's. No change was made in the WACC calcu-
latiors which amounted to 6.25%.

SCA's forest holdings comprise approximately 2.6 million hectares of forest land pri-
marily in northern Sweden, approximately 2.0 million hectares of which is productive for-
est fand. The forest portfolic amounts 1o 200 million cubic metres of forest (m*o) and is
divided inlo pine 43%, spruce 40%, deciduous 12% and contorta 5%. Growth amounts to
approximately 3.9 m3o per hectare and year. Felling in 2007 arnounted to approximately
4.3 million cubic metres (sub). Approximatety 50% of the heldings comprise forest less
than 40 years old while 67% of timber voluma is in forests that are more than 80 years old.

2007 2006
Value/hectare productive forest land, SFK R R .- 92050
Value timber supplies SEK/mM? 120 90
Sansitlvity analysis
Change in value
Changed assumption before tax, SEKm
WACC +/- 0.25% __ _+f= 1,600
Wood price, real ¥ +/~_0.50% per year 2009-2018 +/- 3,700
Fefling, real cost +/— 0.25% per year 2009-2018 +/- 390
Volume (fefing and thinning) +/— 100,000 mf 20068-2035 +/- 430

Compared with price assumptions made in the valuation modes. Ul prices, i.@. no ten-year adjusi-
ment to trend prica, would provide a fair vaiae for standing forest of SEK 25,700m befors tax.
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HOLDINGS IN ASSOCIATES

SEKm 2007 2006 2005
Opening carrying amount B 439 454 w7
Investments ) 485 4 24
Divestments . oo -
Net increasa in associates for the year ¥ s__ 1l 4
Reclassifications to joint ventures or

subsidianies P | -i8 -
Other reclassifications - - 1
Impairment for the yaar . - -
Exchange differences 12 =16 30
Closing carrying amount "7 asb 43% 75'4

T Natincrease for tha year includas the Group’s share of associatas’ profit after tax and any minority inte-
rests as well as adjustment for dividends receivad uring the year,

Majcr changes in the Group's holding of shares in associated companies ware following:

* Reclassifications to jeint venture or subsidgiary in 2007 relate to Tianjin whict in 2007 is
ownad to 100%. Changa in 2006 relates to Bstovo which is an associate from 2006
and 10 Cool Logistics which becama a wholly ownad subsidiary in 2006,

* Investmentsin 2007 mainly retate te Vinda and Fine Sancella Hygiene FZCQ.

e Investmentsin 2005 relate ic Cool Logistics.

For specification, see Note 18.

The Group's otal receivables from associates at 31 December 2007 amounted to SEK
5m {10; B}, of which SEK 5m (6; 8) is interest-bearing. The Group's total liability to associ-
ates at 31 December 2007 amounted to SEK 2m (2; 3) of which SEK Om (0: 0) is interest-
bearing,

1G]

SHARES AND PARTICIPATIONS

SEKm 2007 2008 2005
Openingcarnfingamount | L] _oove A
Iwvestments o__ B 24
Increase through acquisition: of subsidiaries 5. - ) o
Divestrments o -4 -9 -1
Changs in valua for the year 0 o -22
Reclassifications to joint ventures or

subsidiaries o__ -0 _ -8
Other rectassifications 0 -2 .
Exchange differences . o _ ___1o
CTMFQ c;'ylng amount 68 19 119

Shares and participations pertain to holdings in cther comganies that are not classified as
subsidiaries, joint ventures or associates and which are also not classified as available-
for-sale financial assets when the holding is ¢f an operating nature. Carrying amount con-
curs with air value.

The Group's holdings in large subsidiaries, joint ventures and associates ara spacified
inNota 18.




oo 1]/

JOINT VENTURES

Personnel costs.

) . ‘ ‘ o SEXm 2007 2006 2005
JmnF ventures, companies l.hatlSlCA owns together wm'1 other part\es. and in which the Salarios ond remunaration ) 299 37
parties by agreement exercise joint contrel, are conselidated according to the propor- - T T
tional methed. Pension CQStS y - -0 £ 15

Most of the joint ventures operate within personal care, mainly in South America. One Other socia securll coste - > 31 &
. ! . . N TOTAL 376 418 399
jeint venture produces newsprint and hasits operations in the UK.

SCA's share of income staternent and balance sheet items as well as average number
of employees in joint ventures that are part of the SGA Group, are set out below: Number of employess by country

2007 2006 2005
SEKm 2007 2006 2005 of whom of whom of whom
wormen, women, women,
INCOME STATEMENT Yo % %
Nat sales 4714 4,261 3.828  Chile 234 8 200 10 176 9
Cperating expenses 815 3917 ~3.662  Colombia _lazrz 29 1193 28 1,087 37
Operating profit 399 k) 166 Fcuador 348 32 325 33 301 23
Financial items 5 48 48 (K 17 15 186 5167 14
Profit after financial items 340 298 120 Tunisia ’ 235 ’ 10 270 g 216 12
Tax ) 103 -54 -3 Turkey 13 5 5 114 8
Net profit for the year 237 244 W07 Other countries 282 30 046 44 213 46
Profit attributable to: o TOTAL 2742 24 2551 24 2,244 28
Equity holders of the parent company 237 244 107
SEKm 2007 2006 2005
BALANCE SHEET
Non-current assets _ _. 2808 2,685 2,938
Current assets 1,592 1451 1,484
Total assets 4,400 4,136 4,422
Equity _ 2,754 2,460 2,426
Nen-current liabilities - 516 425 721
Current liabilities _ 1,130 1,251 1,275
Total equity and liabilities ) 4,400 4,136 4,422
SEKm 2007 2006 2005
Capital employed ___ _3%080 2,934 3,230
Net debt 326 474 804
[NOTE] ﬂ LIST OF MAJOR SUBSIDIARIES AND ASSOCIATES
Group holdings of shares and participation in major companies 31 December 2007,
The selection of subsidiaries and joint ventures includes companies with sales in excess of SEK 500m in 2007.
Corporate Number of Capital Carrying amount,
Company name identity number Domicile shares k) SEKm
Subsidiaries
SCA Hygiene Products GmbH, Mannheim HAB3248 Mannheim 100
SCA Hygiene Products GmbH, Wiesbaden HRB5301 Wiesbaden 100
_SCA Hygiene Products AG 0203917992-8 Regensdorf 98
_SCA Hygisne Products GmbH, Vienna FN49537z Vienna 100
SCA Hygiene Products SA-NV, Belgium Verviers 038415 Sternbert 100
SCA Hygiene Products $.A., France 475581948 Linselles 100
SCA Hygiene Products (Fluff) Ltd 577116 Dunstabls 100
SCA Hygiene Products Nederland B.V. 30135724 Zeist 100
Uni-Charm Mbinlyckea BV, 330631 Hoogezand 40
SCA Hygiene Products S.rl. 3318780966 Busto Arsizio 100
SCA Hygiene Products S.A., Spain A28451383 Madrid 100
SCA Hygiene Paper Esparia SL. B61534731 Valls 100
SCA Hygiene Products Slovakia s.r.o. 36580041 Gemerska Horka 100
SCA Hyglene Products AB 556007 -2356 Hérryda 100
SCA Hygiene Praducts A/S, Denmark 30877 Allerid 100
SCA Hygiene Products A/S, Norway 915620019 Tansberg 100
SCA Hygienae Products Kit 13-06-063186 Budapest 100
SCA Hygiene Products Sp.2.0.0. B 7243 Olawa 100
QY SCA Hygiens Products AB FI01850275 Helsinki 100
_8CA Incontinence Care Inc 23-2832852 Celaware i
SCA Tissue North America LLC 58-2484137 Celaware 100
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NOLES ﬂ CONTINUED

Corporate Number of Capital Carrying amount,
Company name identity nurnber Domicile shares % SEKm
Subsidiarles
SCA Hygiensa Products incontinence Care 421887 Cntaric 100
SCA Hygiens Products Russia 4704031845 Svetogorsk 100
BCA Hygiene Australasia Limited 1470758 Auckland 100
SCA Hygiene Australasia Pty Ltd 652004191324 South Yarra 100
SCA Hygiene Malaysia Sdn Bhd 320704-u Kuala Lumpur 100
Sanceila Pty Ltd 55005442375 Springvale 100
SCA Consumider México, SA da CV SCMB31101 385 Mexico City 100
Sancela, SAde CV SAN-790424-8Ki Mexico City 100
Papeles Higiénicos del Centro SA de CV PHC §70421020 Mexica City 100
Virke Impex AB 556028-8317 Bords 60
Uni4 Marketing AG 566584-5984 Stockholm 100
Bunzl & Biach Ges.m.b.H FN79555v Vienna 100
SCA Graphic Sundsvall AB 556083-6733 Sundsvall 100
SCA Timber AB 556047-8512 Sundsvall 100
SCA Timber (UK) Ltd 2541468 Scunthorpe 100
SCA Skog AB 556048-2852 Sundsvall 100
SCA Transforest AB 556431-6865 Sundsvall 100
SCA Graphic Laakirchen AG FN171841H Laakirchen 160
SCA Emballage France SAS B352308796 Nantemre 100
SCA Packaging Nicollet SAS B786500011 Neuilly sur Seine 100
SCA Packaging Belgium NV RPR0436-442-095 Gent 100
SCA Packaging Ltd 192236 Aylesiord 100
SCA Packaging Benelux BY 046917 Eerbeek 100
SCA Packaging Stiftung & Co KG HRA 3009 Mannheim 100
SCA Packaging Containerboard Deutschland GrmbH HRAB7380 Aschaffenburg 100
SCA Packaging Denmark Holding AS A/5220103 Grend 100
5CA Packaging Finland Oy 8615544 Tampere 100
SCA Packaging Obbola AB 556147-1003 Umed 100
SCA Packaging Munksund AB 556237-4859 Pited 100
SCA Packaging Swaden AB 556036-8507 VArnamo 100
SCA Packaging Fulda GmbH HRBG02 Fulda 100
5CA Packaging Ceska republica S.R.O 44222882 Jilove u Decina 100
SCA Packaging ltalia SpA MIB562/1999 Milan 100
SCA Recycling Deutschiand GmbH HRB 12280 Traunstein 100
BSCA Recycling UK Itd 214967 Aylesford 100
Joint Yentures
_Aylesford Mewsprint Holcings Ltd 2816412 Aylesford 50
Productos Familia S.A., Colombia Sharecertif. 1260 Medellin 50
Assoclates
Lantero Carton SA A-B1907701 Madrid 100 25 2959
Canrtegratica Galeotti SPA 1333330464 Lucca 16,666 33 12
Herrera Holding Ine A200100676 Makat| Gity 18,296 40 0
Papyrus FN124517p Vienna 1 32 18
GAE Smith 1075158 Leicester 44,300 50 81
Sundsvallshamn AB 556015-8072 Sundsvall 27,000 45 18
STAG-Frischholz GmbH FN113626y Steyrermiht 1 B 4
Belovo Paper Mill AD BGB223104867 Bulgaria 1,633,508 28 18
Sddra Eesti AS 10329729 Harjumaa 196 49 6
Socra Lahvia SIA 43000349002 Skulte 7,350 49 8
Vinda Hong Keng CR-92035 {Cayman Islands 12,431,000 14 348
Fine-Sancelia Hygiene FZC0 2508 Dubai 3 50 134
Other associates 5
Closing carrying amount, assoclates 950
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ﬂ @ NON-CURRENT FINANCIAL ASSETS

gﬂ TRADE RECEIVABLES

SEKm 2007 2006 2005  SEKm 2007 2006 2005
Available-for-sale financial assets 1,286 1,222 1,018 Trade receivables, gross _ 17125 15,688 15.263
Derivatives 143 239 417 Provision 1o reserves for doubiul debis =304 ~389 -235
Loan receivables associates . 4 6 ] Carrying amount of trade receivables 16,821 15,2859 15,028
Loan receivables other e _ 18 84 124
Closing value as at 31 December 1,526 1,551 1,565 Analysis of credit risk exposure in trade receivables
Available-for-sale financial assets SEKm 2007 2006 2005
As at 1 Janua 1,022 1,018 541  Iradereceivables neither overdue nor

v - —- impaired 12,99 11,855 11,801
Reclassification, pension assats - - 176 " ——

- Tradle received overdue but not impaired
Investments R . 203 10 20 o 5590 7.268 2 a2
Divestmants =0 i - ;o—go ;E 780 = =
Remeasurament for the year taken 1o 2vs =
aquity, net 289 177 191 90-180 days 156 185 183
Exchange diffarences . 0 p _>1%0cas 46 50 48
Closing value as at 31 Decernber 1,296 1,222 1,01  !mpaired trads receivables 308 399 235
Tetal exposure 17,125 15,688 15,263

In addition to shares in AB Industrivérden pension assets attributable to some pension
obiigations are classified as available-for-sale financial assets. These obligations are not
included in the normal pension caiculations, as set cut in Note 27.

Available-for-sale financlal assets, fair value

SEKm 2007 2006 2005
Shares - AB Industrivirden 1w 1,321 B34
Pension assels outsice IAS 19 calculation 96 93 184
Cther 8 8 -
YOTAL 1,256 1,202 1,018

The holding in AB Industrivarden amounts to 10,525,655 (adjusted for split 8,245,284,
7,681,098} shares. The increass in the number of shares comprises acquisitions as well as
pension compensation received from Swedish pension foundations. No impairment pro-
visicns were made relating to available-tfor-sale financial assets in 2007, 2006 or 2005.

mm INVENTORIES

SEKm 2007 2006 2005
Raw materials and consumables 3.363 3,094 2,840
Spare parts and supplies 1,664 1,498 1,539
Products in progress 934 789 776
Finished products 5,911 4,502 4,929
Felling rights 830 505 402
Advance payments to suppliers 78 59 57
TOTAL 12,780 10,847 10,550

In gonjunction with efficiency programmes in 2007, an impairment loss of SEK 111m was
recognized for raw materials and consumables.

The category trade raceivables that are neither overdue ner impaired includes SEK 347Tm
(304,290) where tha terms have been renagotiated and which otherwise would have been
reporied as overdue or impaired.

In total the Group has collateral mainly in the form of credit insurance taken out amount-
ing to SEK 1.411m {1,163; 1,742). Of these SEK 221m (137; 141) relates to the category Trade
receivables overdue but not impaired and SEK 4m (5 ) 1o the categery Impaired trade
receivables.

Provision to reserves for doubtful debts
SEKm 2007 2006 2005

Bl slaka LRI

Rt A w

e of Dliezecfpens

-
=

[Bioancizlstatemeants)

Wz pfris e

Cisptagaiv:

L.
Provision as at 1 January =399 -235 —299
Provision for possible loan losses =50 -243 59
Cenfirmed losses 137 48 17
increass due o acquisitions 0 -1 -1 £
Decrease due to sales 1 - fi ;
Decrease due to reversal of reserve for %
possible loan losses _ 19 15 18
Exchangs differences -12 17 -1
Provision as at 31 December ~304 =399 -235

Total expense for the year for doubtiul debits amounied to SEK -39m (235; -47).

,
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(NOTE] @ OTHER CURRENT RECEIVABLES

wors 2}

NON-CURRENT ASSETS HELD FOR SALE

SEKm 2007 2006 2005 SEKm 2007 2006 2005
Bills receivable . _ 788 630 8114 Goodwill - 1.588 -
Recaivables from associates ... 5 i Other intangible assets : - 3 -
Accrued financial incorne < | 17 9  Buidings = 308 49
Derwvatives _ . _ B4 60 116 Land . 52 65 8
Prepaid expenses and accrued income o 769 731 788  Machinery and equipment .3 417 11
Cther 1959 1,785 1,718 Assets under construction = 40 -
TOTAL 3,622 3,208 3,253 Nen-current financial assets - 4 -
Defarred tax assets = 134 -
Non-current assets held for sale 55 2,659 68
Provisions for pensions = 14 -
@@ CURRENT FINANCIAL ASSETS AND Doferred tex abtios . a1 -
NOTE] CASH AND CASH EQUIVALENTS Liabilities hetd for sale - 5 =
) i Non-current assets with a total value of SEK 3m (2,541) were reclassified and reported as
Current financial asssts held for sale in 2007. Tha remainder is expacled o be sold in 2008. At reclassification the
SEKm 2007 2006 2005 Lesets were measured at the lower of carrying amount and fair value with a deduction for
Finanicial assets .. .5 104 24 selling costs, which in 2007 did not lead to any impairment. In 2006 and 2005, impairment
Dertvatives % 193 54 [osses amounted to SEK 30m and SEK 33m respectively. Of the 2006 amount, SEK
Loan receivables associates 1 0 2 2,428m pertained to assets and SEK 55m to liabilities in the North American packaging
Loan receivables other 248 112 157 operations which were sold in 2007,
TOTAL 3668 409 237
Cash and cash equivalents
SEKm 2007 2006 2005
Cash and bank balances __ 188 1,280 1,592
Short-term investrments < 3 menths 1342 318 92
TOTAL 3,023 1,599 1,684
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@5 EQUITY
,,,,, -
Other Equity attributable g

SEKm Share capital Retgined to equity holders ]

2005 capital provided Reserves 7 earnings of the parent Minority Total .

Value at 2005-01-01 2,350 6,830 —670 45,935 54,445 768 55,213 '_§

Actuarial gains and losses relating to pensions, incl. payroll tax -238 288 -238 g

Available-for-sale financial essets: -
Result from valuation to fair value recognized in eduity 191 191 191 2

Cash flow hedges: ;3;‘
Result from remeasurement of derivatives recognized in equity B4 64 64 _
Transigrred 10 income statement for the pericd 3 3 3
Transterred to cost of hedged non-current assets -24 ~24 24

Exchange differenca on foreign operaticns 3,303 3,303 52 3,355

Resutt from hadging of net investment in forsign operations 567 567 567

Tax an items recognized dirsctly in / transfermed from equity =11 49 38 38

Yotal transactions recognized directly in equity 4,003 -188 3,904 52 3,056

Profit for the year recognized in incore statement _ 430 430 24 454

Total recognized income and expenses for the period 4,003 241 4,334 6 4,410

Changein group composition - =50 -50

Sale of treasury shares 15 15 15

Dividend, SEK 3.50 per share 2 -2.451 -2,451 -27 2,478

Value at 2005-12-31 2,350 6,830 3,423 43,740 56,343 767 57,110

Actuarial gains and losses relating to pensions, incl. payroll tax 2,351 2,351 2,351 i‘

Available-for-sale financial assets: i
Result from valuation to fair value recognized in equity 210 210 210 G
Transferred to profit or loss at sale -38 =38 -38 =

Cash flow hedges:
Result from remeasurement of derivatives recognized in equity 58 58 58
Transferred to income statement for the period -0 -98 -99 &
Transferred to cost of hedged non-current assets 5 5 5 3

Exchange difference on foreign operations -2,423 2,423 -38 ~2,461 c;'

Result from hedging of net investment in foreign operations -352 =352 —352 4

Tax on items recognized directly in / transfarred from equity 11 718 -705 -705

Total transactions recognized directly in equity -2,628 1,635 =003 -38 -1,031

Profit for the year recognized in the income statement . 5,437 5,437 30 5,467

Total recognized income and expenseas for the period -2,628 7072 4,444 = 4,436

Change in group composition - —41 -41

Revaluation of owned portion at successive acguisitions, net afier tax 4 4 4

Sale of treasury shares 79 79 79

Dividend, SEK 3.67 per share 2 o -2,571 -2,571 -54 -2,625

Value at 2006-12-31 2,350 6,830 709 48,320 58,200 664 58,963

2007

Actuarial gaing and losses relating to pensions, indl. payroll tax 1,236 1,236 -5 1,230

Available-for-sale financial assets:

Result from valuation to fair value recognized in equity -255 =255 -255
Transferrad to profit or koss at sale -34 ~34 —34

Cash flow hedges:
Result from remeasurement of derivatives recognized in equity 83 63 63
Transferred to income statement for the period =25 -25 -25
Transferred to cost of hedged non-current assets 2 2 2

Exchange difference on foreign operations -17 -17 40 23

Result from hedging of net investment in forelgn operations 360 360 380

Tax on iterms recognized directly in / transferred from equity -1 -289 -310 2 _ -308

Total transactions recognized diractly In equity 83 937 1,020 36 1,058

Profit for the year recognized in the Income statement e 7438 7,138 _ .23 _ 118

Total recognized income and expenses for the period 83 8,075 8,158 59 8,217

Transfer of impairment losses for the period, net after tax —40 40 0 - 0

Change In Group composition - -17 -17

Adjustrment between SCAs owners equity and liability to minority

interests in SCA Hygiene Products AG ¥ -116 115 0

Sele of reasury shares 55 55

Dividend, SEK 4.00 per share®® o e . -2807 132 _-2,839

Value at 2007-12.31 2350 6,830 842 63,500 689 64,279

" Raserves refer to Revaluation reserve, Hedging reserve, Avallable-Tor-sale assels and Translation reserve, see spearfication on next page.
2 Dividend per share pertains to Parent Company sharebolders. The Board of Directors has decided 1o proposa to the Annual General Meeting a dividend of SEK 4.40 per share for financial year 2007.

* Adjustment for retroactive dividend to minority shareholders in SCA Hygiene Products AG (formerly PWA) fallowing final coun decision in 2007. Dividends paid to minority sharsholders in PWA amaunted to SEK 131m
in 2007, of which SEK 20m relates to guaranteed currant dividend and SEK 111m retroactive dividend.

For further information, see Parent company’s Nota 44,
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NOTE @5

CONTINUED
Specification of reserves
Revaluation reserve Hedging reserve 2 Available-for-sale assets Translation reserve

SEKm 2007 2006 2005 2007 2006 2005 2007 2006 2005 2007 2006 2005
Value as at 1 January 147 143 143 -3 23 =11 589 386 197 98 2,871 599
Available-for-sale financial assets e

Resut from valuation to fair value recognized in equity _ =255 210 e

Transferred {0 profit or ioss at sale _ 34 -38
Cash flow hedges. - N o

Resull from remeasurement of derivatives recognized in equity _ 83 58 64

Transferred to income staternent for the period . =25 -99 3 __

Transferred 10 cost of hedged non-current assets 2 5 24 o
Exchange difference on foreign operations ¥ o -7 -2,423 3,303
Result from hedging of net investment in foreign operations * o o oo 360 352 567
Tax onitemns recognized directly in / transterred from equity o o _-n 10 9. 1 =2
Total recognized income and expensas for the period - - - 29 -26 3 269 173 189 343 2,775 3,870
Revaluation of owned porticn at successive acquisitions, net after tax ~ 4 - L
Transter impaimments for the period, net after tax __-40 . o _
Closing value as at 31 December 107 147 143 26 -3 23 270 559 388 439 98 2,871

 Revaluation reserve includes effect on equity of successive acquisitions.

2 Sea also Note 2 for datalls of when profit or loss is expected to be recognized.

301 which transfer to income statement of realized exchange gain relating to sold/liquidated companies is included with SEK -11m{-; -}

03 which transfer to income statement of previous year's profit or loss from hedging positions relating to sold companies is included with SEK -25m ().

The debt/equity ratio amounted to 0.58 as at 31 December 2007 which Is less than SCA's long-term 1arget of 0.7, The debt/equity ratio deviates from this target at times and over the
past ten-year period has varied betwesn 0,39 and 0.83. Change in liabilities and equity is described on page 22, Financial position. SCA has a credit rating for long-term debt of Baal/
8BB+ from Moody’s and Standard & Poor's respectively. SCA's financial risk managemeant is described in Note 2. SCA's dividend policy and capital structure are described on page 8.

[NOTE] % | FINANCIAL LIABILITIES

As at 31 Decernber 2007 gross debt, including accrued interest, amounted to SEK 42,433m.
TheInterest-bearing gross debt was SEK 42,190m. Distribution of thafinancial liabifities is shown

inthe tables below.

Financial liabilities

Interest-bearing gross debt by currency

Carrying amount Fair value SEKm 2007 2006 2005
SEKm 2007 2006 2005 2007 2006 2006 pFyR 14,792 12,5268 10,637
Gurrent financlal liabillties SEK R 3 1 10,123 13,026
Amortizaticn within one year a5z 202 263 352 202 2p3  GOF B, __3.0% 3.729 3,400
Bond issues - ss13 66 - w513 1ss YD e 1787 4.988 6.566
Derivatives 173 137 284 173 137 206 MEN R Pt 1,453 1,803
Loan with maturities of lass than i DKK e _tarz 1,028 1,055
one year 21,418 14595 19477 21418 14,505 19477 AUD _ _ 1088 1.037 1,335
Total current financial Kabilities 7 21,943 21,537 20,180 21,943 21,537 20,190 PLN . T 437 158
Non-current financlat liabilities NZD - - 45 645 505
Bond lssues 13,308 __12.086 13205 136W__ 11088 13218 oo —_——— 585 a1z 185
Dervatives Cms 413 423 358 a1z a4y oD —— 146 151
Other long-term loans with maturities T - cor, 0. __ & 402 369
> 1 year < 5 years 2725 0033 385 2945 2080 3797 SKK el L 217 312 482
Other long-term loans with maturities Other . _ 148 1,150 1,155
>5years 3858 1420 1154 4175 1,409 1452 TOTAL 42,150 38,380 33,628
Total non-current fingnclal liabilities 20,247 16,852 18,638 21,120 16,799 18,890
TOTAL 42,180 38380 38,828 43,063 38,336 39,080 Tnterest-bearing gross debt taking into account dervatives including hadging of foreign net assets.
" Fair value of short-term loans is estimated to be the same as the camying amount.
Bond issuas

Carmrying armount
31 Dec. 2007 Fair value

Issued-Maturity Loan description Nominal Interest SEKm SEKm
2003- 2015 4.50% Notes Due 2015 USD 450m 4.50% 2,880 2,961
2005 - 2010 3,60% Notes Due 2010 SEK 1,500m 3.60% 1,500 1,494
2005 - 2010 Floating Rate Note Due 2010 SEK 500m 3 Months Stibor + 0.34% 500 487
2005 -2015 Ingex Linked Interest Note SEK 300m 3.50% Index (KP) - Linked 274 301
2005 - 2015 Index Linkad Interest Note SEK 500m 3.50% Index (KPI} - Linked 569 501
2006 - 2011 3.88% Notes Dus 2011 EUR 700m 3.88% 6,577 6,852
2007 - 2014 4.70% Notes Due 2014 SEK 500m 4.70% 500 524
20072014 __ ___ ____470%MNotesDuo 2014 . SEKSOOm __ ____470% 58 _ _ _ 5
TOTAL 13,308 13,644
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SCA has both defined contribution and defined benefit pension plans. The most substan-
tial defined benefit plans are based on period of service and the remuneration received by
employees on or close to retirement. The total pension costs for the defined benefit plans
are shown below.

PROVISIONS FOR PENSIONS

SEKm 2007 2006 2005
Current service cost, excluding contribu-

tions by plan participants B 482 816 547
Past service cost .11 -12 35
Interest expense . 987 811 870
Expected return on plan assets o -1228 851 822
Pension costs before effects of

curtailments and settlements 253 564 830
Curtailments =6 -5

Settiements -7 73
Net pension costs after effects of

curtailments and settlements 217 552 703

Of the pension costs for defined benefit plans, SEK 69m (189; 210) is recognized as a
financial expense which is calculated based on the net value of each plan at the beginning
of the year.

Expecied return on plan assets is determined on the basis of the assumption that the
return on bonds will be the same as the interest on a 10-year government bond and that
return on equities will reach the same interest with the addition of a risk premium. The inter-
est decided for each country is weighted on the basis of how large a proportion comprises
equities and bonds respectively. At year-end 61% (65; 63) of the total fair value of the plan
assets was investedin eguities. The remaining 39% (35; 37) comprised fixed-income invest-
menis. The actual return on the plan assets in 2007 was SEK 127m (2,239; 2,751).

Pension plans with balance sheet surpluses are reported as an asset in the balance
sheet, Surplus in funded pension plans. Cther pensien plans, which in balance sheet
terms are not fully funded or unfunded, are reported as Provisions for pensions. The value
of all pension plans is distributed among surplus in funded pension plans and provisions
for pensions respectively as shown below.

SEKm 2007 2006 2005
Prewvisions for pensions o lgs7 2,793 4,810
Surplus in funded pension plans 2,137 -1,419 —470
Provision for pensions, net value =150 1,374 4,340

The following table shows the development of defined benefit obligaticns and plan assets.

The summaries below specify the net value of the defined benefit pension cbligations.

SEKm 2007 2006 2005
Defined benefit obligations _ 18377 20,270 20,836
Fair value of plan assets ~-18,448 -18.810 ~16.513
Met value =71 1,460 4A23
Unrecognized past servica Gosts ) 86 83
Provision for pensicns, net value =150 1,374 4,340

Actuarial gains and losses for the year, reported in Consolidated statement of recognized
income and expense, are positive and amount to SEK 1,301m (2,254; -255). The accumu-
lated gains and losses recognized in this manner thus amount to SEK 2,981m (1,680;
-574),

In addition to the effect of changes in actuarial assumptions, such as change of dis-
couni rate stc., actuarial gains and losses arcse as a rosult of deviation freminitial assump-
tions based on experience. Experience based deviaticns include unexpectedly high or
low figures for employee turnover, early retirement, mortality or salary increases as well as
deviation from expected rate of return on plan assets. The percentage sffect of such
adjustments when it appligs to defined benefit obligations is marginal and amounts to 0%
(1;0). With regard to plan assets the deviation is -6% (7, 12) which means that return on the
plan assets was less than expected in 2007.

In addition to what is recognized in the net value as plan assets for existing obligations,
there are assets in two Swedish foundations amounting to SEK 881m {1,017; 708) which
can be used for possible future undertakings for early retirement for certain categories of
employees.

SCA has cbligations for disability and family pensions for salaried employees in Swe-
den, secured through insurance with the insurance company Alecta. These benefits are
reported as a defined contribution plan since the net atter deduction for assets with the
insurance provider is only a minor amount and since SCA did not have access to sufficient
information ta repert this chligation as a defined benefit plan. Premiums during the year for
disability and family pension insurance with Alecta amounted to SEK 23m {4C; 41).

2007 2006 2005

Defined benefit Plan Defined benefit Plan Defined benefit Plan
SEKm obligations assats abligations assets obligations assets
Opening carrying amount 20270 . -18810 20,936 16,513 16,024 12,949
Current service cost s 698 622
Interest expense T : L _ 911 870
Expected retum on plan assets o -1228 51 -822
Past service cost . ;, '{E);“ _.. o -12 35
Acquisitions and disposals . w00 . 45 24
Curtaimenis, settlernents and transfers ) 2% .8 34 72
Contributions by plan participants e . ~los -8z =75 -75
Contributions by the employer _ . - -1 -1,184 -823
Banefits paid 108 o 1ms -068 968 -B16 816
Actuarial gains and losses L -2,308 1,096 —061 -1.288 2117 -1,787
Exchange differences ot N _ 218 —368 240 1,142 -849
Closing carrying amount 18,377 —18,848 20,270 —18,810 20,936 16,513
of which: .
Sweden 248 2475 2,605 -2.938 2,539 2,460
UK . __ __B@ia__ 9082 10,686 9,949 10,880 8748
Eurczone 2,944 -1,734 2,974 -1,929 3,298 -1,709

SCA ANNUAL REPORT 2607 9§

e
%
3
2
=
a

[ifestgtorse” [RHe1olei |

o
R
]
x
&
4
s
=

E
=
g
£
3

Sk et

5




The following table shows the net value of provisions for pensions divided between funded
and unfunded pension plans. Funded plans include previously separately reported partly

CONTINUED

Principal actuarial assumptions, %

i Sweden UK Eurozone

funded plans. The funding level varies depending on the plan. 2007
SEKm 2007 2006 2005 Discount rate 4.74 6.04 5.45
Expected salary increase rate 3.60 4,25 3.25
Funded plans Expected infiation 2,30 3.00 2.00
Defired benefit obligations 15,538 18,381 18,952 Expected return on plan assets 7.4G 7.00.7 .46 5.35-6.75

Fair valus of plan assets -15,448 -18,810 18513 2008
Mat vailue funded plans -1,909 429 2,439 Discount rate 3.79 512 160
Unrecognized past service costs —£8 -73 -75 Expected salary increase rate .60 4.25 395
Provision for pensions, funded plans =-1,977 -502 2,354 Expacted inflation 2.00 240 2.00
Unfunded plans Expected retun on plan assets 6.28 6.77 4,42-5.79

Defined benefit obligaticns 1,838 1,389 1984 2005
Unrecognized past service costs o _—n -13 -8  Discount rate 3.50 4.75 4.00
Provision for p unfunded plans 1,827 1,676 1,976  Expected salary increase rate 3.25 4.00 3.25
Provision for pensions, net -150 1,374 4,340 Expected inflation 2.00 275 2.00
Expected return on plan assets 5.50 .50 4.00-5.50

Asin the previous year, na financial Instruments issued by the company are included inthe
fair value of plan assets at 31 December 2007.

SCA's budgeted contributions for the defined benefit cbligations amaount to approxi-
mately SEK 20C0m for 2008.

o 53

The actuarial assumptions comprise the most significant assumptions applied when cal-
culating defined benefit obligations cn the balance sheet date. Expected return on plan
assets is applied when calculating the subsequent year's pension cost,

Actuarial gains and losses arise as a result of deviations from actuarial and experience-
based assumptions as well gs a different return on plan assets than expected. These gains
and losses are recognized directly in equity in the period in which they arise. A changeinthe
discount rate of .25 percentage points affects the total value of obligations by approxi-
mately SEK 700m. Taking into account that 61% of plan assets are invested in equities, a
10% upturn/decline in the totat shareholding would lead to a change in value of approxi-
mately SEK 1,100m.

OTHER PROVISIONS
Acquisitions and Efflciency Current Tax Legal

SEKm divestments programmes operations risks Environment disputes Other Total
Opening camying amount 4 980 37 403 324 28 -107 1,669
Provisions during the year 0 1,315 0 0 a6 6 84 1,491
Utilization duringlh_eyear 0 —675 -2 -110 —274 -5 22 -1,009
Reclassifications 0 Q i3 11 0 aQ -2 22
Dissolved during the year -2 0 -3 56 0 -5 =11 -77
Exchange differences 0 19 Q 2 <] ¢ 1 28
Closing carrying amount 2 1,639 35 250 142 23 -57 2,034
Pravisions comprise:

Shaort-term component 1,165
Long-term compongnt 869

Other provisions amount to SEK 2,034m (1,669; 3,782). During the year new provisions
were made of SEK 1,419m, of which SEK 1,220m relates to efficiency enhancements
started in December 2007. Of tha efficiency programmes’ provisions, SEK 675m was paid
in 2007 and SEK 1,031m is expected to be paid in 2008 and the remaining SEK 608m in
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2006 and 2019, Provisions for environment mainly comprise a liability for carbon dioxide
emissions in 2007, SEK 83m. Other includes provisions for payrell tax receivable relating
1o actuarial gains and losses booked directly in equity of SEK -132m,
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OTHER NON-CURRENT LIABILITIES

SEKm 2007 2006 2005
Derivatives e 3 16 55
Other nen-current liabilities 130 141 153
TOTAL 133 157 208

Of other non-current liabilities, SEK 48m (54; 63) falls due for payment later than within 5
years.

QOther current liabilities

OTHER CURRENT LIABILITIES

SEKm 2007 2006 2005
Liabilities tc associates 2 2 3
Derivatives 57 48 59
Accrued expenses and prepald income 6,647 5,354 5,620
Cther operating liabilities 2,255 2,051 2,268
TOTAL 8,961 7,455 7,860
Accrued expenses and prepaid Income
Accrued social security costs 406 371 3
Accrued vacation pay liabiity . 809 790 810
Cther liabilities to personnel 1118 840 889
Accrued financial expenses 285 197 153
Bonus and discounts to custormers P i 1,190 1,299
Other items ~ ..__.2'317 1,966 1,978
TOTAL 6,647 5,354 5,520
@ﬂ CONTINGENT LIABILITIES
SEKm 2007 2006 2005
Guarantees for; o
_employees o 7 6 8
associates . 38 37 39
custormers and others L& 36 36
Taxdisputes 420 223 455
Other contingert liabilities o 56 17
TOTAL S Tem 308 655

Contingent liabilities for tax disputes mainly relates 1o claims for additional taxes in Spain
and Italy. The ¢laim by the Spanish tax authorilies amounts to EUR 18,5mincluding interest.
The claimis refated to restruciuring measures that the sellers of a Spanish company carried
out prior to SCA's acquisition of the company in 1997. SCA has provided a security for pay-
ment but Is challenging the ¢laim and assesses that the claim will not be uphald in court.
Conseguently, no provision has been made in the closing accounts. A contingent liability is
recognised in an amount of EUR 18,4m relating to recurring tax depreciation after a combi-
nation cf the businesses in several ltalian SCA companies. The amount reflects tha worst
case outcome to date for existing and pessible claims in relation to depreciation made -
including penalties and interest. The ltalian tax authority has raised claims in the amount of
EUR 0,4m for the fiscal year 2000. A court of first instance has rejected this claim but the tax
authority has appealed the courts' decision and also raised claims for the fiscal years 2001 -
2002 inthe amount of EUR 6,9m. SCA assesses that the claims will not be upheld by the Ital-
ian courts and recognises no provision in the closing accounts.

SCA entered into lease-out/lease-in transactions during 1986 with Amearican banks as
counter parties pertaining to the twe LWGC plants in Ortviken, Sweden. The terms of the
contracts were originally 32 and 36 years. However, SCA has the opportunity to cancel
the {ransactions in 2014 and 2015, respectively, without incurring any financial conse-
quénces. At the time the transactions wers effected, the net present value of the leasing
amount which SCA has undertaken to pay amecunted to about SEK 4 billien or USD 611m.
This amount, in accerdance with the agreements, is partly deposited in accountsin banks
with at least AA rating, and parlly in US securities with an AAA rating. SCA carries the
credit risk against the depositary banks, but this is considered, as a result of the structure
of the agreements, to be insignificant. Should the rating of a depositary bark decling in the
future, SCA has the possibility to transfer the deposit to another bank with a better rating.
Moreover, SCA is liable to take such action if the depositary bank’s rating falls below A+
The counter parties have accepted that the deposited funds are applied for the ieasing
undertakings. The advance payments and deposits were netted during 1996 in the bal-
ance sheet. Should SCA as the result of extraordinary events (of a force majeure nature)
elect not to fulfil, or cannot fulfil the leasing contracts, SCA is liable to compensate the

counter parties for financial losses which may be incurred as a result. Compensation var-
ies during the lifstime and can amount to a maximum of about 15% of the present value of
the leasing amount. The agreements wera compaosed and examined by legal experts in
Sweden and the U.8. andg are considered to follow the standard practice for lease-out/
lease-in fransactions.

During 2000, SCA entered into a leasing transaction with American banks as counter-
parties partaining to the Ostrand pulp mill in Timrd, Swaden. The term of the transaction
was originally 30 years. However, SCA has the oppaortunity to cancel the transactions in
2017 without incurring any financial consequences. At the time the transactions were
effected, the current value of the leasing amount which SCA has undertaken to pay
amounted tc about SEK 4 billion or USD 442m. Of this amount, in accordance with the
agreement, an amount corresponding to SEK 3.6 billion is partly deposited in accounts in
banks, partly in US securities, both with AA ratings. SCA carries the credit risk against the
depositary banks, but this is considered, as a result of the structure of the agreements, to
be insignificant. Should the rating of a depositary bank dacline in the future, SCA has the
possibility to transfer the deposit 1o another bank with a better rating, The counterparties
have accepted that the deposited funds are applied for the leasing undertakings. The
advance payments and deposits were netted during 2000 in the balance sheet, Shouid
SCA as the result of extraordinary events {of a force majeure nature) elect not to fulfil, or
cannot fulfil the leasing contracts, SCA is liable to compensate the counter parties for eco-
nomic iosses that may be incurred as a result. Compensation varies during the lifetime
and can ameunt to a maximum of about 15% of the present value of the leasing amount.
The agreements, as in the 199§ transactions, were compesed and examined by fegal
experts in Sweden and the US and are considered to follow the standard practice for this
type of transaction.

In 2007 SCA entered into a sale and leaseback transaction with a European bank relat-
ing 1o the new soda recovery boiler at the liner plant in Obbola, Sweden. The term of the
contract is 25 years and 3CA has a right to terminate the transaction in 2023 without any
financial consequences. The present value of SCA's future rerial amounts amounted to
SEK 671m which was invested in a security with an AA rating issued by the counterparty
and depesited in a Swedish bank assigned to handle rental payments during the term of
tha contract. Should the counterparty's rating fall below BBB-, SCA is entitled, without
incurring any financial consequences, to terminate the transaction in advance. Should
SCA as the result of extraordinary events {of a force majeure nature) elect not to fulfil, or
cannot fulfil the leasing contract, SCA is liable to compensate the counterparty for any
economic loss that may beincurred as a result. Compensation varies during the term and
can amount 1o a maximum of 15% of the transaction amount. SCA has the use of the facil-
ity without operational restrictions. The lease and depositary arrangement were recog-
nized netin SCA’s balance sheet in 2007.

The three ships which ars included in SCA's distribution system are owned and financed
by thres bank-controlled companies. The vessels are operated by Rederi AB Transatlantic
under threa so-called bare-boat charters and are placed at the disposal of SCA Transforest
by Rederi AB Transatlantic under three time charters. In the svent that Rederi AB Transatlan-
tic dees not fulfil its obligations te the owners, SCA Transforest is committed 1o assume the
barg-boat charters on behalf of Rederi AB Transatlantic or acquire the vessels.

In 2005, SCA signed an eight-year fixed-price agreement with a Swedish electricity
supplier for electricity deliveries to the company's Swedish plants. The agreement covers
approximately 45% of estimated consumption at these plants.

In 2007, SCA signed a ten-year fixed-price agreement with a Norwegian efectricity sup-
plier comprising electricity deliveries corresponding to approximatsly 17% of the estimated
consumption. The agreement with the Norwagian supplier comes into effect in 2009.

In raising certain credils, at the request of the lender, companies in the Group provided
letters of comfort and other, similar supgort letters. To the extent that similar documents are
not reported as contingent liabilities, the assessment was made that said documents can-
not serve as a basis for payment obligations. In addition, a negative clause was included in
certain loan agreemenis, with the consequence that the borrower cannot, without the
approval of the lender, pledge collateral for other commitments during the credit period,

In the sale of companies and cperations SCA has provided the customary seller
guarantees.

oo &2

PLEDGED ASSETS
Total

Pledged assets

related to
SEKm financial liabilities  Other 2007 2006 2005
Real estate mortgages 435 47 482 539 566
Chattel merigages 5 25 80 30 63
Other 2 121 123 130 41
TOTAL 442 193 635 669 660

Liabilities for which some of these assets were pledged as collateral amounted to
SEK 1m (1, 45).
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Parent Company
Notes

NOJ .' OTHER EXTERNAL COSTS

2C07 cther external costs include impairment of a receivable by SEK 29m (0). External
costs also include consultancy fees, travel expensas, managemant costs, etc.
Fees and remungration to auditors are included with:

SEKm 2007 2006
Pri houseCoopers

Audlit assignments . _.._ 9 9
Other assignments 2_ 2
TOTAL T 11
LEASING

Future payment commitments for non-cancellable operating leases are as follows:
SEKm 2007 2006
Within 1 year . - S 43
Between 2-5 years w20
Later than 5 years ..l e
TOTAL 221 2689

Cost for the year for leasing of assets amounted to SEK 46m (26). Leased assets comprise
means of transportation, premises and technical equipment. In reality, such contracts can
be terminated sarty.

': PERSONNEL AND BOARD COSTS

Salaries and remuneration

SEKm 2007 2005

Board of Directors ¥, President,

Exacutive Vice Prasident and

Senior Executives (4 (2) ... 21
of which variable salary 12 0

QOthar employees. o7 65

TOTAL SALARIES

AND REMUNERATION 155 B6

Of salaries and rermuneration for 2007, SEX 20m related 1o efficiency enhancement programmes and save-
rance pay for the former president.

*) Board fees decided by the Annual General Mesting amounted to SEK 4.2m (3.8). For further information, see
Nota7.

Social security costs

Pension costs

SEKm 2007 2008
Self-administered ponsion plans
Costs excl. interest expensa e _._ 21
Interest axpense (reported in personnet
costs) _ . n 1
Pension payments PRI 2 2
Compensation pension funds - ~12
T 38 T
Retirerment through insurance
Insurance premiums . ) D
Other . - -1
B 50 2
Policyholder tax R ¢ 0
Specigl payroll tax on pension costs L __ 1 ¥
Cost of creditinsurance, etc. R 1
Pension costs for the year 5] 42

Premiums during the year for disability and family pensioninsurance with Alecta amounted
to SEK 3m (4}, (See also Note 27 Pension Provisions, Page 85). Personnel costs also
include other personnel costs with SEK 18m (18).

Average number of employees

2007 2006
Sweden . a7 _ 89
of whom womesn, % 47 50

01 the total number of Board members 10% {(9) are women and 17% (18} of senior axecu-
tives are women.

Absence due to illness, %

2007 2006
Tolal absence due toiliness
of normal working hours o 2_ ... =8
Men o 0_ 2
Women 3 4
Of which contiguous absence due to
iiness of 60 days of More comprises 70 88
Breakdown of absence due toillness by age group, %
-29 30-49 50+
1 1 4

SEKm 2007 2008 @5 DEPRECIATION OF TANGIBLE AND INTANGIBLE

Total social security costs s 72 FIXED ASSETS

of which pension costs @ 60 42

In social security costs for 2007, SEK 9m periained to costs for efficiency programmes as well as social SEKm 2007 2006

security costs on the former presicdent’s severance pay, of which SEK 3m comgrised pension costs. Buidings 5 5

2 Ot the Parent Company's pension costs, SEK 25m (28} portain 1o the Board, President and Executive Land improvements . ) s 3

ﬁm‘imﬁﬁiﬁé‘aﬁwﬁ“& et SEK 25 ©43). o msoinauaed. Machinery and equipment I 0

Sub-total “© L)
Capitalized development cosis 7 6
TOTAL L) 46
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NOTE % FINANCIAL ITEMS DEFERRED TAX EXPENSE {+), TAX INCOME {-)

SEKm 2007 2006
SEKm 2007 2006
— = Changes in temporary diffsrences ~241 21
ggome from """'“f". - fhgraup comp Fjustments for prior periods T 21 -TES
ividends from subsidiaries ' 1,686 1,660 OEFERRED T, AX EXPEN SE (o), -
Income trom partlcipatis In gther companies TAX INCOME {-} 262 15
Capital gains _ 5 10
Interest income and similar profit/loss items
Interest income, external N | 1 DEFERRED TAX LIABILITY
Interest income, subsidiaries - : ] 201 Changein deferred tax liability during the period is explained below:
Other financial inceme, external 5 24
Interost expenses and similar profit/loss items Opening Deterred Closing
Interest expenses, external - 1 SEKm balance tax expense balanca
Interest expenses, subsidiaries o -1880 -1,166  Land and buildings 1,467 5 1,472
TOTAL 05 738 Provisions for pensions -B6 -5 -92
Tax loss carry forwards -89 255 -355
Cther —40 -5 —45
@?7 TOTAL 1,242 -262 980
APPROPRIATIONS AND UNTAXED RESERVES

Of the Parent Company's untaxed reserves SEK 128m {124) pertains to accumulated {
depreciationin excess of plan. NOTE ©/ | INTANGIBLE FIXED ASSETS

Capitalized expenditure for development costs

=
NOTE! TAXES Opening cost 34 34

il WV R

aHnle)

Investments 1 -
Tax on profit for the year Closing accumulated cost T T T s e
SEKm 2007 2008  Opening depreciation . 23 -7
Current tax income () i -404  Depreciation for the year o T
Daterrad tax expense (+), Closing accumutatad depreciation ~30 -23
1ax income (=) -262 15 CLOSING PLANNED &
TOTAL REPORTED TAX -605 —gag  BESIDUAL VALUE 5 AL &

2007 2006

Reconciliation SEKm % SEKm % TANGIBLE FIXED ASSETS
Expected expense - -805 1434 -38¢ -98.8 —
Expected tax -118 28,0 110 280 Machinery and
- - ildi Land equipment
Difference -487 1154 498 -1268  gexm 2007 2006 2007 2006 2007 2006
Difference is due to: Cpening cost 150146 1452 1,337 15 18
Taxgs related to prior periods =21 4B =30 78 |vestments 1 2 1s 128 1 ~
Non-taxabie dividends _ o4tz 118 —467 1186 oo and cisposals 1 T s L "
Other non-taxable/non deductible items ... 8 _ 3 —2 0.8 Closing accumutated cost —15‘0 150 7,558 1,452 16 15
TOTAL -487 1154 499 -1268 Oporing depreciation 3 53 400 a61___ 14 oy
The Farent Company participates in the Group's tax peooling arrangement and pays the Sales anf-dldrsposals - —— 6 - !
maijority of the Group's total Swedish taxes. Reported current tax income represents the Deprfecnaﬂon for the year - -5 5 _ 3 35 0 o
porticn of the Group's total Swedish taxes attributable to the Parent Company. Other Closing accumulated depreciation =88 63528 4% -14 -4
Group companies that participate in the tax pocling arrangement have tax expenses COpening write-ups — L =
totalling SEK 342m (380). The Parent Company’s claim on subsidiaries for taxes on their ~ Sl05ing accumulated write-ups - - 5079 5079 = =
account is reported as current receivables from subsidiaries. CLOSING PLANNED RESIDUAL VALUE 82 87 6121 6041 2

Tax nent valug 34 35 _©780 9823
Cuwirent tax income
SEKm 2007 2006  Landincludes forest land with SEK 5,716m (5,662).
Income tax for the period L T3 -350
Adjustments for prior periods - —24
GURRENT TAX INCOME o —343 —404

CURRENT TAX LIABILITY {+), TAX ASSETS (-}
Change during the period of current tax liability is explained below;

SEKm 2007 2006
Opening balance ——ee______-8 i
Current tax income I . —404
Paid tax e ____-8 23
Tax expense other Group companies e Ba2 380
CLOSING TAX ASSETS -18 -8
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SHARES AND PARTICIPATIONS

NOTE! é:@ OTHER CURRENT RECEIVABLES

Subsidiaries Other companies SEKmM 2007 2006
SEKm 2007 2006 2007 2008 Prepaidexpensesandaccruedincome 14 10
Opening cost 58,857 53874 70 70 Ctherrecelvables o 125 169
Increase through acquisition of TOTAL 139 179
subsidiarigs - 2783 - -
Divestments - - 5% -
Closing accumulated cost 56,667 56,657 11 70
Opening write-ups _ 140 140 0 - -
Closing accumulated write-ups 140 0 0 NOIE EQUITY
Cpening writa-downs -140 -140 —45 —45 i o i ) ) i
Reversal ol wiite-downs for the year - — T a8 0 Changein equ.ny is shown in the financial rep.ori relating tlo Equity pre.sented .on page 65.
Closing accumulated - The §hare capitall and number of shares have increased since 1893 with new issues, con-
write-dawns -140 -140 o a5 versions and split as set out below:
CLOSING PLANNED RESIDUAL VALUE 56,657 56,657 11 25 Cach
2006 increase through acquisition of sub;idiaries comprises a purchase from another  yaar Event No. of shares s,::g:;sp;:: pay;;::"
Group company, In 2007 the shareholding in the French company Otor SA was sold. 1993 Number of shares 1 January 1993 172,303,699
. . " -
Parent Company’s holdings of shares and parlicipations in subsidiaries, 31 December 2007 1993 g;;;?;‘?{]‘rgﬂgsaegr‘;:;and new sub 030286 403 et
No.of  Shareof  amouny Newissue 110, ssue price SEK 80 17.633.412 1763 14107
Company name Reg. No. Domiclle  shares  equity,%  SEKm 1994  Conversion of debentures 16,285 .2 -
Swadlsh subsidiarles 1965 Conwersion of debentures 3,416,113 34.2 -
Fastighets- och Bostads- 1999 New issue 1.5, issue price SEK140 32,899,089 328.0 4,579.0
aktiebalaget FOBOF 556047-8520 Stockholm 1,000 100 o] 2000 Conversion of debentures 101,831 1.0 15.0
SCA Forsakrings- 2001 New issue, private placement 1,800,000 18.0 1B.0
aktiebglag 516401-8640 Stockholm 140,000 100 14 2002  Naw subscription through warrants IIB 513 0 0.1
SCA Kraftfastigheter AB _556449-7237 Stockholm 1,000 100 0 2003 Conversion of debentures 1,127,792 11.3 288.4
SCA Recavered Papers New subscription through warrants 1B 1,697,683 17.0 434.5
Holding AB 556537-5739 Stockholm 1,000 160 0 2004 Conversion of debentures 9,155 01 11
SCA Research AB 556146-6300 Stockholm 1,000 100 O Z007  Spitan 270.073.39% = -
SCA Hedging A8 556566-8553 Stockhoim 1,000 160 9 Nurnber of shares, 31 Dacember 2007 705,110,094
Foreign subsidiarles:
SCA Group Holding BY 33181870 Amsterdam 246,347 100 53,860
SCA Packaging $CA's share capital, 21 December 2007
Coordination Center NV~ BTW BE 864.768.955  Disgam 1,079,999 100 835 Number Number Share capital,
SCA Packaging of votes of shares SEKm
Marketing NV BTW BE 0421.120.154 Diegem 731,279 1A 1,798 A shares 10 112,805,207 376
Total carrying amount B shares 1 592 204,887 1,974
subsidiaries %6657  TOTAL 705,110,084 2,350
Ne change in number of shares will cceur in the event of utilization of cutstanding stock
options since these ars totally covered by the Parent Company's treasury shares.
é}@ RECEIVABLES FROM AND The quota value of the Parent Company’s shares amounts to SEK 3.33.
LIABILITIES TO SUBSIDIARIES Treasury shares at the beginning of the year amounted tc 1,253,138 shares and at year
end to 3,154,812 shares. Shares are held as part of the employee stock option pro-
SEXm 2007 2006  grammes described in Note 7. During the vear 2,154,576 shares were received through a
Current assets split and 252,902 were redeemed by employees included in the programmes.
Interest-bearing receivables _ 716 52
Other receivables 1,371 1,235
TOTAL CURRENT ASSETS 1,447 1,287
Current liabilities
Interest bearing liabilities . 44438 41,562
Gther liabiities 3841 3,669
TOTAL CURRENT LIABILITIES 48,278 45,231
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NOTE! é}@ PROVISIONS FOR PENSIONS

Parent Company has both defined contribution and defined benefit pansion plans. Below
is a description of the Parent Company’s defined benefit plans.

PRI PENSIONS

Pengsion liabilities pertaining to PRY pensions have been secured through a commaon
Swedish SCA pension fund, Tha market value of the Parent Company’s portion of the
foundation's assets as at 31 December 2007 armounted o SEK 63m (72). During the year
compensation of SEK Om (12) was raceived. The capitat value of the pension obligations at
31 December 2007 amounted to SEX 83m (57). Pension payments of SEK 2m (2} were
made during 2007. Since the assets ara equal the pension obligations, no liability is recog-
nized in the balance sheet.

OTHER PENSION OBLIGATIONS

The Group's Note 7 under the heading, Remuneration to senior executives during the
vear, describes the other defined benefit pension plans that the Parent Company offers.
The tabte below shows the change between the years.

NOTE CONTINGENT LIABILITIES

SEKm 2007 2006
Guarantees for o e
employees o | 1
subsicliaries o 41,983 o sme
Other contingent kabiities 9 8
TOTAL 41,993 37,045

In addition, the Parent Company has signed subsidiary guarantees for 18 Dutch compa-
nies within the Packaging business group. The Parent Company guarantees all the com-
pany’s cbiigations as for own debt.

The Parent Company is also & guarantor as for awn debt for alf the subsidiary SCA
Graphic Sundsvall AB's obligations according to contracts regarding physical deliveries
of electric power in 2005-2013.

NOTE! 49 PLEDGED ASSETS

Capital vatue of pension obligati ralating to self-admini d pension plans

SEKm 2007 2006 Other

Opening batance . 321 30 Owed to interest-

Cost excluding interest expense 25 21 cradit bearing Total Total

Interest expense SEKm institutions liabilities Other 2007 2006

reported in personnel costs) S & 11 Real estate mortgages 481 - - j] 481

Payment of pensions L -18 -17  Chattel morigages - 20 - 20 20

Clasing balance A 321 Other - - 121 121 130
TOTAL 481 20 121 522 831

Extarnal actuaries have camied out capital value calculations pursuant to the provisions of tha Swedish Act
on Sateguarding of Pension Cbligations. The discount rate is 3.5% for both years.

NOJE! OTHER PROVISIONS

Total provisions for efficiency enhancement programmes amount to SEK 38m (23).
Amaong provisions for the year future remuneration and social security costs for former
president of SEK 18m are included. Of total provisions, SEK 8m {12} are long-term and
SEX 28m [11) short-term. The short-term provisions are reported under Other current iia-
bilities. Long-term provisions are expected to be paid in 2009.

é}? OTHER CURRENT LIABILITIES

QOther current liabilities

NOTE m FINANCIAL INSTRUMENTS BY CATEGORY

The accounting principles for financial instruments are applied for the items below.

The financial iInstruments in the Parent Company are classified as loans and receiva-
bles for assets and other financial liabilities for liabilities. No other categerias have been
utilized over the last two years. These balance sheet items are not fully recencilable since
they may include items that are not financia! instruments.

Loans and receivables

SEKm 2007 2006
Asgets in the balance sheet

Financia’ assets

SEKm 2007 2006
Accrued expenses end prepaid income A ] 55
Current provision o .2 13
Other operating liabilities - 4
ToTAL _ ' 120 T m

Accrugd expenses and prepaid income

SEKm 2007 2006
Accrued social secunty costs w_ 8
Accrued vacation pay liability _ 10 8
Other liabiities topersonnedl 36 4
Other stems 41 ]
ToTAL B ws s

Interest-bearing receivables e __ o 13
Interest-bearing receivables from

subsidiaries . sm®__ 553
Current assets . ——
Receivables from subsidiaries w om
Other current receivables o . wa__ 2
Cash and bank balances . ~ o o o
TOTAL 6219 5,058

QOther financial liabilities

SEKm 2007 2006
Liabilities in the balance sheet

Curront liabilities N
Liabdlities to subsidiaries B _ 45210 A0
Accounts payable . -2 . |
TOTAL 45,232 42,083

NOTE 5ﬂ ADOPTION OF THE ANNUAL ACCOUNTS

The annual accounts will be adopted by SCA's Annual Genera! Meeting and will ba pre-
sented for decision at the Annual General Meeting on 8 April 2008.
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Proposed distribution of earnings

ANNUAL ACCOUNTS 2007

Distribution of earnings, Parent Company
Distributable equity in the Parent Comparny:

retgined eamings 9,312,370.484
net profit for the year 183,134,491
TOTAL 9,495,504,955

The Board of Directors and the President proposes:

10 be distributed to sharehoiders, a dividend of SEK, 4.40 per share 3,088,608,241"
1o be carried forward 6,406,801,714
TOTAL 9,495,504 ,955

Stockholm, 28 February 2008

The Board of Directors and President declara that the Annual Report has been prepared in accordance with generally
accepted accounting principles, that the consolidated financial statements have been prepared in accordance with the
international financial reporting standards refarred 1o in European Parliament and Council of Eurape Regulation (EC) No.
1606/2002 of 19 July 2002, on application of international financial reporting standards, that disclosures herein give a
true and fair view of the Parent Compary's and Group's financial position and results of operations, and that the statutary
Board of Directors’ Report provides a fair review of the Parent Company’s and Group's operations, financial position and
rasults of operations and describes material risks and unceortainties facing the Parent Company and tha companies
included in the Group.

Svarker Martin-L&f
Chairman of the Board

A A S (m;dm\

\

Rolf Bériesson
Board member

Ao

Soren Gyll Tom Hedelius Leif Johangson Lars Jonsson
Board member Board member Board member Board member
Lars-Erik Lundin Anders Nyrén ;;/Orjan Svensson Barbara Milian Thoralfsson
Board member Board member Board member Board member
Jan Johansson
President and CEO

Qur audit report was submitted on 28 February 2008
PricewaternousaCoopers AB

Anders Lundin
Authorized Public Accountant

" Based on tha number of outstanding shares as of 31 Decermnber 2007. The amount of the dividend may
change if any freasury share transactions are executed befora the record date, 11 April 2008.
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Audit report

To the Annual Meeting of Shareholders in Svenska Cellulosa Altiebolaget
SCA (publ) Corporate identity number 556012-6293

We have audited the annual accounts, the consolidated accounts, the
accounting records and the administration of the Board of Directors
and the President of Svenska Cellulosa Aktiebolaget SCA (publ) for
the year 2007, The company’s annual accounts and the consolidated
accounts are included in the printed version of this document on pages
14-102. The Board of Directors and the President are responsible for
these accounts and the administration of the company as well as for
the application of the Annual Accounts Act when preparing the annu-
al accounts and application of International Financial Reporting Stan-
dards, IFRS, as adopted by the EU and the Annual Accounts Act when
preparing the consolidated accounts. Qur responsibility is to express
an opinion on the annual accounts, the consolidated accounts and the
administration based on our audit.

We conducted our audit in accordance with generally accepted au-
diting standards in Sweden. Those standards require that we plan and
perform the audit to obrain reasonable assurance that the annual ac-
counts and the consolidated accounts are free from material misstate-
ment. An audit includes examination, on a test basis, evidence sup-
porting the amounts and disclosures in the accounts. An audit also
includes assessing the accounting policies used and of their application
by the Board of Directors and the President and significant estimates
made by the Board of Directors and the President when preparing the
annual accounts and consolidated accounts as well as evaluating the
overall presentation of information in the annual accounts and the
consolidared accounts. As a basis for our opinion concerning dischar-
ge from liability, we examined significant decisions, actions taken and
circumstances of the company in order to be able to determine the lia-
bility, if any, to the company of any Board member or the President.
We also examined whether any Board member or the President has, in
any other way, acted in contravention of the Companies Act, the An-

nual Accounts Act or the Articles of Association. We believe that our
audir provides a reasonable basis for our opinion set out below.

The annual accounts have been prepared in accordance with the
Annual Accounts Act and give a true and fair view of the company’s fi-
nancial position and results of operations in accordance with general-
ly accepted accounting principles in Sweden. The consolidated ac-
counts have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU and the Annual Ac-
counts Act and give a true and fair view of the Group’s financial posi-
tion and results of operations. The statutory Board of Directors’ Re-
port is consistent with the other parts of the annual accounts and the
consolidated accounts.

We recommend to the Annual General Meeting of shareholders
that the income statements and balance sheets of the parent company
and the Group be adopted, that the profit of the parent company be
dealt with in accordance with the proposal in the Board of Directors’
Report, and that the members of the Board of Directors and the Presi-
dent be discharged from liability for the financial year.

Stockholm, 28 February 2008

PricewaterhouseCoopers AB

2 A

Anders Lundin
Authorized Public Accountant
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Corporate governance report
for Svenska Cellulosa Aktiebolaget SCA (publ)

More detailed information at www.sca.com

+ Anicles of Association
* Swedish Code of Corporate Governance

¢ Information from Annual General Meetings in previous years, since 2004 (notices, minutes,

president’s speeches and press releases)

¢ Informaticn from Nomination Committee, since 2066 (compagsition, proposals and work)

« Information ahead of 2008 Annual General Meeting {notice, Nomination Committee propo-
sals, account of the work of the Nomination Committea, Board's proposal for principles for
remuneration to the President and other senior executives, information routines for notifying

aftendance at the mesting, etc.)

* Earlier Corporate Governance Reports, since 2005

THE SWEDISH SYSTEM FOR
CORPORATE GOVERNANCE

The Swedish system for corporate govern-
ance is well-developed and stable.

EXTERNAL FRAMEWORK

The foundation of the Swedish system s the
Swedish Companies Act which provides man-
datory rules for the company’s organization
and governance while safeguarding share-
holder influence, In addition there are both
Swedish accounting legislation and interna-
tional accounting rules that ensure that finan-
cial reporting meets high requirements. Sig-
nificant aspects of the provision of informa-
tion, in particular with regard to financial
information, are regulated in Swedish law.

In addition to the formal legislation there
are well-developed and equally mandatory
rules on corporate governance in the national
stock exchange’s rules. In addition there is the
Swedish Code of Corporare Governance,
which has rules of a “comply or explain” na-
ture as well as the Swedish Securities Coun-
cil’s guidelines on what is good practice on
the stock market.

INTERNAL FRAMEWORK

The internal framework for corporate gov-
ernance encompasses 4 number of key areas.
The more prominent are rules of procedure
for the Board, instructions for the President,
financial policy, information policy, instruc-
tions for payment authorization and pay-
ments, risk management policy, pensions pol-
icy and the Code of Conduct.
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CONTROL

A key part of a well-functioning corporate
governance system consists of various forms
of control. In addition to the company’s au-
ditors, the operations in the Swedish system
are subject to control and monitoring by,
among others, the Swedish Financial Super-
visory Authority and the national stock ex-
change. Companies’ own internal control
scructures at different levels are also of fun-
damental importance.

SCA’S CORPORATE GOVERNANCE

SCA applies the Swedish Code of Corporate
Governance. This Corporate Governance Re-
port is not part of the formal annual report
and has not been reviewed by the company’s
auditors.

ARTICLES OF ASSQCIATION

The Articles of Association are adopted by
the general meeting of shareholders and con-
tain a number of basic mandatory details
about the company. The complete Articles of
Association are available on SCA’s website,
www.sca.com. SCA’s Articles of Association
stipulate, among other things, that the Board
of Directors shall consist of three to twelve
members, that Class A shares shall carry ten
votes and Class B shares shall carry one vote.

GENERAL MEETINGS

The general meeting of shareholders is SCA’s
highest decision-making body, which all
shareholders are entitled to attend. Each
shareholder also has the right to have a mat-

ter considered at the general meeting. The
company’s Board of Directors is elecred at the
Annual General Meeting (AGM). Other man-
datory tasks for the AGM include adopting
the company’s balance sheet and income
statement, deciding on disposition of the
earnings from the company’s operations, de-
ciding on guidelines for remuneration to sen-
ior executives and on discharging the mem-
bers of the Board and the President from lia-
bility. The AGM also appoints the company’s
auditors.

ANNUAL GENERAL MEETING 2007

The Annual General Meeting of shareholders
in 5CA was held on Thursday, 29 March 2007
in Stockholm. Full details of the 2007 AGM
are available on SCA’s websire www.sca.con.

ANNUAL GENERAL MEETING 2008

The next Annual General Meeting of share-
holders in SCA will be held on Tuesday, 8
April 2008 (see page 124).

NOMINATION COMMITTEE

The Nomination Committee represents the
company's shareholders, The committee is as-
signed the task of providing the best possible
information on which the AGM can base its
decisions and of submitting proposals for de-
cisions on, among other things, the election of
Board members and appointment of auditors
and on their remuneration. The 2007 AGM
decided that the Nomination Committee,
ahead of the 2008 AGM, should consist of
representatives for at least the four and at




Corporate governance at SCA is organized as set out below

Nomination Committee H fAnpualGenerallMecting I
Remuneration Committes H___JL

most the six largest (in terms of voting rights)
shareholders, together with the Chairman of
the Board, who is also the convener.

COMPOSITION OF THE NOMINATION COMMITTEE

AHEAD OF THE 2008 AGM:

* Carl-Olof By, AB Industrivirden, Chair-
man of the Nomination Committee

e Curt Killstrémer, Handelsbanken’s pen-
sion foundations, among others

s Anders Oscarsson, SEB Funds

¢ Hans Sterte, Skandia Liv

* Magnus Landare, Alecta

* Sverker Martin-L&f, Chairman
of the Board of SCA

All shareholders have had an opportunity to
submit proposals to the Nomination Com-
mittee. The Nomination Committee has sub-
mitted its proposals for the 2008 Annual Gen-
eral Meeting. The proposals are available on
the company’s website www.sca.com, with an
account of how the Nomination Committee
conducted its work.

BOARD OF DIRECTORS

The Board of Directors has overall responsi-
bility for the company’s organization and for
management of the company’s affairs,

BOARD MEMBERS

In accordance with the AGM decision the
Board of Directors consists of eight members
elected ar the Annual General Meeting with no
deputies. In addition, Board members include
three members with three deputies appointed

l«-—"“" External Audit
1
Board.ofiDirectors |—I Audit Committee
Internal Audit
S e Corporate Staffs
[ExecutivelVice,Bresident]
)
[BusinesslGroup|residents)
by the employees. Following Jan Astrém’s res-  THE WORK OF THE BOARD

ignation from the Board during the year, the
Board consisted of seven members elecred a1
the Annual General Meeting. Detailed infor-
mation abour individual Board members and
deputies is provided on page 110-111,

A majority {Borjesson, Gyll, Johansson,
Nyrén and Barbara Milian Thoralfsson) of
the AGM-elected members are independent
of the company and senior management. Of
these Board members, four {Borjesson, Gyll,
Johansson and Barbara Milian Thoralfsson})
can also be considered independent of the
company’s major shareholders. Following
Jan Astrom’s resignation from the Board, no
other member is a member of senior man-
agement. All of the Board members under-
stand the requirements incumbent upon a
listed company.

There is no specific allocation of duties within
the Board other than the specific duties of the
Chairman and the tasks incumbenr on the
Board’s committees. The Board works ac-
cording to the rules of procedure established
by the Board, Work is carried out according
to an annual schedule. The rules of procedure
specify the allocation of duties among the
Board members, its committees and the Presi-
dent. The rules of procedure stipulate the spe-
cific content and presentation of the informa-
tion that management provides to the Board
as well as ensuring that the Board conducts an
annual review of its own routines. The Board
has formed an Audit Committee and a Remu-
neration Committee from within its ranks.
SCA’s General Counsel is the Secretary to the
Board. In 2007 the Board held nine meetings.

Board of Directors

Attendance Attendance
Audit Remuneration

Attendance Independent” Committee Committes Fees 2
Rolf B&rjesson a9 =] 1/1 475,000
Stren Gyt e o &7 o 500,000
Tom Hedelius 99 141 475,000
Leif Johansson 9 ] _ 425,000
Sverker Martin-L&f, (Chairman) _ 9/9 77 1/4 (Chairman) 1,400,000
Anders Nyrén 83 § 7/7 (Chaimam) 525,000
Barbara M. Thoralisson 9/9 o 425,000
TOTAL 4,225,000 SEK

" Ag defined in the Swedish Coda of Gorporate Govemance.
2 Thig amount relates to fees to Board members.

L% = Member can be regaroed as independent of the comparny and 15
management.

T =Mermier can be regandad a5 indepanoent of the cormgany and Ns
rmanagement and of the COMPany's major shareholders,

Board members apponted by emplayee organizatons are ksted onpage 111,
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Corporate governance report

AUDIT COMMITTEE

The tasks of the Audit Committee, which is
not authorized to make decisions, include
making preparations for the Board’s quality
assurance of the company’s financial report-
ing. The Committee’s work involves internal
control and compliance issues, checking re-
ported figures, estimates, assessments and
other material that may affect the quality of
the financial reports. The Committee has as-
signed the company’s auditors the specific
task of examining how successfully the over-
all, as well as the more detailed rules for con-
trol are followed within the company. The
Commirttee meets the company’s auditors on
a regular basis, sets up guidelines for audits
and other services, evaluates the auditors and
assists the Nomination Committee in the se-
lection of auditors and in matters relating to
remuneration. The Audit Committee consists
of Anders Nyrén, Chairman, Soren Gyll and
Sverker Martin-L6f. The Audit Committee
held seven meetings in 2007.

REMUNERATION COMMITTEE

The Remuneration Committee handles sala-
ries, pension benefits, incentive issues and
other terms of employment for the President
and other senior executives. Senior executives
in this context include the Executive Vice
President, business group presidents, individ-
nals within the parent company who report
to the President, and other executives that the
Committee decides to include. The terms of
employment for the President are determined
by the Board while terms of employment for
other senior executives are decided by the Re-
muneratton Committee. The Remuneration
Committee consists of Sverker Martin-Léf,
Chairman, Tom Hedelius and Rolf Borjesson.
The Remuneration Committee held one meet-
ing in 2007, In addition, a number of issues
were dealt with per capsulam.

CHAIRMAN OF THE BOARD

According to the Board’s rules of procedure,
the Chairman of the Board, in addition to
presiding over the Board’s activities, must
communicate with the President in order to
monitor the Group’s operations and develop-
ment on a continuous basis. In addition, the
Chairman represents the company in owner-
ship matters and ensures that the Board’s
work is evaluated annually and that the Board
continuously updates and increases its in-
depth knowledge of the Group's operations.
The 2007 Annual General Meeting decided to
appoint Sverker Martin-L&f as Chairman of
the Board.

EVALUATION OF THE WORK OF THE BOARD

The work of the Board, like that of the Presi-
dent, is evaluated annually using a systematic
and structured process, one purpose of which
is to obtain a sound basis for the Board’s own
development work. The Nomination Com-
mittee is informed of the results of this evalu-
ation.

REMUNERATION OF THE BOARD

The total fees for AGM-elected Board mem-
bers were set by the AGM at SEK 4,225,000,
The Chairman of the Board received an annu-
al fee of SEK 1,275,000 and the other Board
members who are not employees each re-
ceived SEK 425,000. Members of the Remu-
neration Committee received an additional
SEK 50,000 and members of the Audit Com-
mittee, an additional SEK 75,000, and the
Chairman of the Audit Committee received
an additional fee of SEK 100,000.

OPERATIONAL MANAGEMENT

THE PRESIDENT

The President, who is also the CEO, is respon-
sible for ongoing management of the compa-
ny in accordance with the Board’s guidelines
and instructions. The President is supported

Remuneration to auditors {PricewaterhouseCoopears)

Group Parent Company
SEKm 2007 2008 2005 2007 2006 2005
Remuneration for audit assignments ___#8z 82 64 .9 9 2]
Rermuneration for other consuttations 17 29 25 2 2 11
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by an Executive Vice President, who is also
the CFO, and a group management team, see
page 112. The Board’s rules of procedure and
the Board’s instructions for the President out-
line, among other things, the allocation of du-
ties between the Board and the President.

BUSINESS GROUP MANAGEMENT

Each of the SCA Group’s six business groups
is headed by a business group president. The
management of each business group has ope-
rational responsibility for their area. The rules
of procedure and instructions ensure thac a
number of matters of importance within each
business group are referred to the CEQ or the
parent company's Board of Directors.

REMUNERATION TO MANAGEMENT
PRINCIPLES FOR REMUNERATION TO SENIOR
EXECUTIVES

The guidelines for remuneration to senior ex-
ecutives decided by the 2007 Annual General
Meeting are available in Note 7 and on the
company’s website www.sca.com while the
Board’s proposal to the 2008 Annual General
Meeting is available on page 24 of the Board
of Directors’ Report and on the company’s
website www.sca.com.

SALARIES AND OTHER REMUNERATION FOR THE
PRESIDENT AND OTHER SENIOR EXECUTIVES
For information about salaries and other re-
muneration and benefits for the President and
other senior executives, see Note 7.

CUTSTANDING STOCK AND SHARE-PRICE
RELATED INCENTIVE PROGRAMMES

In 2001 and 2002 some 200 senior executives
received stock options at no cost to a value
{theoretically calculated} that, on the date of
allocation, did not exceed about 20% of each
executive’s base salary. The total number of
stack options for both years allocated to these
executives amounted to around 1,800,000.
For additional information, see Note 7.




AUDITORS

The 2004 Annual General Meeting appointed,
for a mandate period of four years, the account-
ing frm PricewaterhouseCoopers AB as the
company’s auditors. The accounting firm noti-
fied the company that with effect from 29
March 2007, Anders Lundin, Authorized Public
Accountant, is senior auditor. Lundin is also au-
ditor for AarhusKarlshamn AB, AB Indus-
trivirden, Bong Ljungdahl AB, Husqvarna AB,
Melker Schérling AB, Sikl AB and Teligent AB.

Lundin has no shares in SCA.

AUDIT WORK

The company’s auditors an audit report for
SCA’s annual accounts and consolidated ac-
counts, the administration of the company by
the Board and the President of SCA and the
annual accounts for other subsidiaries. This
audit is conducted in accordance with the
Swedish Companies Act and Audinng Stand-
ards in Sweden according to FAR SRS, which
are based on international auditing standards
according to the International Federation of
Accountants (IFAC). Auditing of annual ac-
counts documents outside Sweden is per-
formed in accordance with statutory
requirements and other applicable rules in
each country and in accordance with general-
ly accepted auditing standards according to
IFAC GAAS, audit reports for the legal enti-
ties, The Group’s six-month report is reviewed
by the company’s auditors in accordance with
the recommendation issued by FAR SRS.

REMUNERATION TO AUDITORS

The company’s auditors have received remu-
neration for audits and other required reviews
as well as advice and other assistance result-
ing from observations made during such au-
dits. Auditors have also received remunera-
tion for separate advisory services, Most of
the advice relates to audit-related consulta-
tion on accounting and tax issues in connec-
tion with restructuring processes.

According to its instructions, the Audic
Committee must draw up guidelines stipula-
ting which services, other than auditing, the
company may purchase from its auditors.
Remuneration paid to auditors in 2007 is spe-
cified in Note 8.

FINANCIAL REPORTING
FINANCIAL REPORTING TO THE BOARD
The Board’s rules of procedure and schedule
specify which reports and what information
of a financial nature should be presented to
the Board at each of the regular meetings.
The Board’s instructions for the President
require him to ensure that the Board receives
the necessary reports in order to continucusly
assess the financial position of the company
and the Group. The instructions also specify
which types of reports the Board must receive
ar every meeting.

EXTERNAL FINANCIAL REPORTING

The quality of the external financial reporting
is ensured through a variety of measures and
routines, The tasks assigned to the company’s
internal control unit include examining ac-
counting processes critical for financial re-
porting and communicating any observations
to the Audit Committee and the Board. In ad-
dition to the annual accounts, the auditors ex-
amine the six-month closing accounts. The
President, supported by his corporate staffs, is
responsibie for ensuring that all other financi-
al information provided, for example, in press
releases with a financial content and presenta-
tion material for meetings with media repre-
sentatives, owners and financial institutions is
correct and of good quality.

COMMUNICATION WITH THE COMPANY'S
AUDITORS

In accordance with its instructions, the Audit
Committee meets regularly with the
company’s auditors to obtain information on
the focus and scope of the audit and to dis-

cuss coordination between the external audit
and internal control, as well as opinions on
the company's financial risks, In addition, the
Board, in accordance with its rules of proce-
dure, meers the auditors at no fewer than
three regular board meetings during the cour-
se of the year. At these meetings the auditors
present and receive opinions on the focus and
scope of the planned audit and deliver verbal
audit and review reports. Furthermore, at the
Board’s third regular autumn meeting, the au-
dirors deliver an in-depth report on the audit
for the current vear. The rules of procedure
specify a number of mandatory issues that
must be covered. These include marters of tm-
portance that have been a cause for concern
or discussion during the audir, business routi-
nes and transactions where differences of opi-
nion may exist regarding the choice of ac-
counting procedures, as well as accounting
for consultancy work assipned 1o the audit
firm by SCA and for its overall dependence on
the company and its management,

On each occasion, Board members have
an opportunity to ask the auditors questions
and some detailed discussion of the accounts
takes place without representatives from
company management being present. A simi-
lar regulation of the company’s contacts ex-
ists in the business groups.
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Corporate governance report
Board of Directors’ Report on internal control

of financial reporting

For SCA, good internal control and gover-
nance is a basic prerequisite for achievement
of the company’s business objectives. This
also means that the company’s stakeholders
can have confidence in the operations, the
products and the reports presented

OVERALL MANAGEMENT AND CONTROL
ENVIRONMENT

Under the Swedish Companies Act, the Board
of Directors is responsible for internal control
and governance of the company. For the pur-
pose of creating and maintaining an efficient
control environment, the Board has drawn up
a number of basic documents of significance
for the company’s financial reporting. These
include the rules of procedure for the Board
and instructions for the President, accounting
and reporting instructions, a financial policy
and a code of conduct. The basic control do-
cuments are applied within all of the business
groups and are reviewed on a regular basis.
An efficient control environment also requi-
res a satisfactory organizational structure
that is reviewed on an ongoing basis.

The day-to-day work of maintaining the
control environment as established by the
Board is primarily the responsibility of the
President, who reports on a regular basis to
the Board on the basis of established routines.
Reports are also provided by the internal
audit function and the company’s auditors.

Managers at different levels within the
Group also have, within their respective areas,
well-defined powers and responsibilities with
respect to internal control. As part of the mana-
gement system, there are several well-defined
processes for planning and implementation of
decisions and to support decision-making.

RISK MANAGEMENT

SCA’s risk involved with financial reporting is
thought to consist mainly of the risk that a ma-
terial error may be made in the reporting of the
company’s financial position and results. In
order to manage and minimize these risks, con-
trol documents have been established relating
to accounting, routines for closing accounts
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and follow-up of reported annual accounts. A
Group-wide system for reporting closing ac-
counts has also been introduced. SCA’s Board
of Directors and Audit Committee assess the fi-
nancial reporting on an ongoing basis from a
risk perspective.

CONTROL ACTIVITIES

An important task is to implement, develop
and maintain the Group’s contrel routines
and to implement internal control measures
aimed at business critical issues. Persons in
charge at various levels within SCA, are
responsible for carrying out the necessary
control measures with respect to financial
reporting,.

The company’s controller organization
plays an important role in that it is responsible
for ensuring that financial reporting from
each unit is correct, complete and delivered in
a timely manner. Also, each business group
has a Vice president Finance director with the
same responsibilities for histher respective
business group.

In recent years SCA has introduced a stan-
dardized system of control measures invol-
ving five processes that are significant to the
company’s financial reporting. The system co-
vers the ordering order-to-cash process (in-
cluding customer payments), the purchasing
purchase-to-pay process {including payments
to suppliers), the closing of the books, the
payroll process and management of non-cur-
rent assets.

Control of these processes is implemented
through self-evaluation followed up by an
internal audit. SCA has, in some cases, en-
listed external help o validate these control
measures.

INFORMATION AND COMMUNICATION

SCA has information and communication
channels intended to ensure that instructions,
manuals, etc. of significance in the prepara-
tion of reliable financial reports are updated
and communicated to the relevant individu-
als within the company. Regular reporting
and examination of financial results is car-

ried out both within the management teams
of operating units and in the established
board structure.

SCA has also established routines for ex-
ternal communication of financial informa-
tion that can affect the company’s market
value. These routines shall ensure that finan-
cial reporting is received simultaneously and
interpreted in a correct manner by players in
the financial market

SUPERVISION AND FOLLOW-UP

The Board of Directors and the Audit Com-
mittee review the annual accounts and inte-
rim reports before they are published. The
Committee discusses significant accounting
principles, risks and issues concerning the
presentation of the reports. The company’s
external and internal auditors take part in
these discussions.

SCA’s management conduct a monthly
follow-up of results and analyze any devia-
tion from the budget and the previous year’s
results. All monthly resuits are discussed with
the management of each business group.

SCA has established a corporate internal
audit unit with 13 employees. The head of the
unit reports regularly to the Audit Committee
on issues concerning internal auditing and to
the CFO on other issues.

This report has not been reviewed by the
company’s auditors.
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Board of Directors and Auditors

ELECTED BY THE ANNUAL GENERAL MEETING

Sverker Martin-Laf (1343)

Tech Lic., Honorary PhD

Chairman of the Beard since 2002,
formerly President and CEQ of SCA.
Chairman of the Board of SSAB and
Skanska, Vice Chairman of Industri-
viirden, Ericsson and the Confaederation
of Swedish Enterprise. Member of the
Board of Handelsbanken.

Elected: 1986  Ashares: 3,000

B shares: 77,823 Options: 80,000

Sdren Gyll (1840)

Honcrary PhD Enginesring

Member of the Royal Swedish Academy

of Engineering Sciences (IVA).

Elected: 1997  Bshares: 4,407
Independant of the company, corporate
management and SCA's major shareholders.

Leif Johansson (1951)

MSc Eng.

President and CEO of AB Volvo. Member
of the Board of AB Volvo, Bristol-Myers
Squibb Company, the Confederation of
Swedish Enterprise and Teknik{éretagen.
Member of the Royat Swedish Academy
of Engineering Sciences {IVA).

Elected: 2006  Bshares: 3,240
independent of the company, corporats
management and SCA's major shareholders.

Barbara Milian Thoralfsson (1959)
MBA, BA

Member of the Board of Electrolux AB,
Storebrand ASA, Tandberg ASA, Rigber &
Son ASA, Fleming Invest AS, Stokke AS
and Norfolier AS.

Elected: 2006 B shares: 3,000
independent of the company, corporate
rmanagernent and SCA's major sharehokders.

Rolf Bérjesson (1942)

MSc Eng,

Chairman of the Board of Rexam Plc and
Ahlsell AB. Member of the Board of Avery
Dennison.

Elected: 2003 B sharas: 17,850
Independent of the company, corporate man-
agement and SCA's major shareholders.

Tom Hedelius (1939)

Honorary PhD Economics

Chairman of the Board of Bergman

& Beving, Industrivirden and Anders
Sandrews Foundation. Vice Chairman of
Addtach, Lagercrantz Group and the Jan
Wallander and Tom Hedelius Foundaticn.
Member of the Board of LE Lundberg-
foretagen and Volvo. Honorary Chairman
of Handelsbanken.

Elected: 1985  Bshares: 5,820

Anders Nyrén {1954)

MSc Econ, MBA

President and CEQ of AB Industrivirden,
Vice Chairman of Handelsbanken and
Sandvik. Member of tha Board of Erics-
son, Ernstrdmgruppen, AB Indus-
trivérden, Skanska and SSAB. Chairman
of the Stock Market Company ASSocia-
tion and the Association for Generally
Accepted Principlas in the Securities
Market,

Elactad: 2001 B shares: 1,200
Independent of the company and corporate
management.




APPOINTED BY THE EMPLOYEES

Lars Jonsson (1956)

Chairman Swedish Papar Workers
Union dept. 167 at SCA Graphic
Sundsvall AB, Ostrands puip plant,
Timr4,

Member of the Swedish Trade Union
Canfederation (LO).

Appointed: 2005

Lars-Erik Lundin (1948)
Maintenance Technician at SCA Pack-
aging Obbola AB.

Member of the Federation of Salaried
Emplayees in Industry and Services
{PTK).

Appointed: 2005

Orjan Svensson (1963)

Senior Inclustrial Safety Representa-
tive at SCA Hygiene Products AB,
Edet Bruk, Lilla Eget.

Member of the Swedish Trade Union
Confederation (LO).

Appointed: 2005

Infermation at 31 December 2007, One option corresponds te three shares.

DEPUTIES

Anders Engqvist (1958}

Machine Operator 8t SCA Packaging
Sweden AB, Vdrnamo. Member of tha
Swedish Trade Union Confederation {LO).
Appointed: 2005

Bert-lvar Pettersson (1955)

Works Manager at SCA Graphic Sundsvall
AR, Ortviken paper mill, Sundsvall, Mem-
ber of the Federation of Sataried Employ-
easin Industry and Services (PTK).
Appointed: 2005

Harriet Sjéberg (1948)

Chairman, 8IF local unicn, SCA Hygiena
Preducts AB, G8teborg.

Member of the Federation of Salaried
Employees in Industry and Services (PTK).
Appointed; 2001 B shares: 1,815

SECRETARY TO THE BCARD

Anders Nyberg (1951)

Master of Laws

Senior Vice President, Corporate Legal
Aftairs, Gereral Counsal.

B shares: 30,396 Options: 12,000

AUDITORS
PricewaterhouseCoopers AB
Senior Augitor: Anders Lundin,
Authorized Public Accountant
HONORARY CHAIRMAN
Bo Rydin

MSc Econ., Hon PhD Econ., Hon PhD
Engineering
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Corporate Senior Management Team

Lennart Persson (1947)
Jan Johansson (1954} Executive Vice Prasident and CFO
Prasident and CEQ Financa
Master of Laws ASc aconomics
Chairman of the Board of Petrosibir AB. Employed since 1887
Employed since 2007 B shares: 35,265

B shares: 40,000 Cptions: 20,000

Mats Berencreutz {1954)

Gunnar Johansson (1956) President SCA Tissue Europe

President SCA Personal Care MSc ME
MSc Econ, MBA Empioyed since 1981
Employed since 1981 B shares: 342

Options: 12,000 Options: 7,500

Kenneth Eriksson (1944)
John D. Williams (1954) Prasident SCA Forest Products
President SCA Packaging Europe Mechanical Engineer
BA Employed since 1979
Employed since 2000 B shares: 17,373

Opticns: 4,500 Options: 20,000

Rijk Schipper (1952)
Prasiclent SCA Asia Pacilic
Thomas Wulkan (1961) Business School of Economics, HEAQ-CE
Prasident SCA Americas Emplayed since 1880
BSc Business Adm and Economics B shares: 5,825
Employed since 2000 Options: 12,000

Intormation at 31 December 2007. One option corresponds to three shares.
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Bodil Eriksson (1963}

Senior Vice Prasider, Corporate
Communications

Berghs School of Communications
Employed since 2005

Christoph Michalski [1966)
Senicr Vice President, Business
Development and Strategic Planning
MSc Econ.

Employed since 2007

B shares: 900

Organization
Board of Directors
Finance I]
Executive Vice President and CFO

Business Development ”
and Strategic Planning

C—/] ——m =/

Business Groups

Gordana Landén {1964)

Senior Vice Presidant, Corporate
Human Resources

BSc

Employed April 2008

Anders Nyberg (1951}

Senior Vice Prasident, Corporale
Legal Affairs,

General Counsel

Masterof Laws

Employed sinca 1988

B shares: 30,396

Options: 12,000

Corporate Legal Affairs

Corporate Communications

Corporate Human Resources

[ — n I i

I

1 r 1 3 1 T
SCA SCA j SCA SCA SCA
Personal Care Tissue Europe Packaging EuropaJ Forest Products

SCA
Asia Pacific
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SCA Data
Group overview

Personal Care

Net sales 21%
SEK 22,101m

Tissue @

Nat sales 31%
SEK 33,332m

Packaging @

Net sales 31%
SEK 33,728m

Forest Products @

Net sales 17%
SEK 18,744m

COperatng peoft 26%
SEK 2,960m

Operating profit 17%
SEK 1,724m

COperatng orofit 26%
SEK 2,651m

&

Operating profit 28%
SEK 2,870m

Capaal employed 5%
SEK 9.260m

Capital employed 35%
SEK 33,380m

Capital ermployed 28%
SEK 26,738m

Capital employed 28%
SEK 26,646m

Operating cash fow 36% Average no. of employees 14%
SEK 2,818m 7,176 emplayees

D

Operating cash flow 30% Average no. of employees 31%
SEX 2.404m 15,433 employees

&

Operating cash flow 14% Average no. of ampioyees 47%
SEK 1,150m 23,561 employees

&

Operating cash fiow 28% Average no. of employees 8%
SEK 2,249m 4,092 amployees

W Consofidated net sales are not included in intra-Group deliveries. Business areas’ net sales, on the other hand, are recognized inchuding intre-
Group deliveries. The total figures for the Group also include other operations that are net part of the business areas.
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SCA Data

Multi-year summary
SEKm 2007 2006 2005 2004 2003 2002 2001 2000 1999 1898
INCOME STATEMENT
Net sales _ 105213 101,439 96385 89957 85338 88046 82380 67,157 B4B896 61,273
Operating profit ¥ 10,147 8,505 1,928 7,669 7,757 9,101 9,492 10,534 8,733 8,428
Personal Care 2,980 2,799 2,474 2,429 2,403 2588 2,080 - - -
Tissue 1,724 1,490 1577 2,028 2,418 2,899 2,393 - - -
_ Hygiene Products - - - - - - - 2,909 2.613 2,463
Packaging 2,651 2,072 1,775 2,604 2,482 3.065 3,286 2,977 2,216 510
Forest Products 2870 2.475 1.886 1,777 1,55 1,886 2,978 2,720 2,123 2,46
Fine paper and wholesale . - - = - - - - 644 49 528
Other operations # ___ -c8 -331 5784 =3,167 25 300 -233 2,013 -108 288
Gooowill amortization . - - - -1,180 _ -1,187 _ -1,010 -729 -602 -407
Financialincome o83 179 156 453 544 409 380 531 322 280
Financial axpsnses . 203 __ 1851  -1851 -1537  -1334  -1432  -1,782  -1738  ~-1.534  -1.539
Profit atter financial items 8,237 6,833 433 8,585 6,967 8,078 8,090 9,327 5521 5,169
Tax _ -1,078 -1,366 21 -1,392 -1,861 -2,341 -2.444 2,133 -1,849 -1,680
Minority interests - - - - 81 —aa -59 -6 -70 -110
Profit for the year 1181 5,467 454 5,192 5,075 5,893 5,687 7,148 3,602 3,379
BALANCE SHEET
Non-current assets {exc. financial receivables) 104,150 95,994 101,840 06,162 77 B85 75,462 76,967 60,662 81,065 55,147
Receivables and inventories 33,793 29,907 29,356 25,681 22,880 24,765 23,338 21,765 1831 18,790
Non-current assets held ior sala &85 2,865 68 = - - - - - -
Financial recaivables _. 3663 2,970 2,035 882 4,146 6,151 3,888 3,497 1,278 1,485
Short-term investments __ 386 409 237 128 749 306 406 502 2,930 1,132
Cash and bank balances _ 3023 1.599 1684 3,458 1,696 2,520 2,189 1,440 1,630 1,819
Total assets 145,050 133,544 135220 126,151 107,356 109,204 106,788 88,168 85,214 78,373
Eguity attributable to equity holders of the comparny 63,580 58299 56243 54,350 49.754 47.983 45,983 39,898 34,133 28,404
Mincrity interests 689 664 767 768 751 6a7 738 612 587 1,386
Provisions 14098 14,240 17,035 18,962 13,620 14,773 14,870 13,242 8,632 10,906
Interest-bearing debt ] 42,323 38801 39036 35021 25420 27,498 27746 18604 28881 25806
Opesating and other non-interest baaring liabilities 24,249 21,740 22,039 19,050 17,802 18,263 17,453 15,720 12,881 11,8714
Total liabilities and gquity 7 145,050 133,544 135220 126,151 107356 108204 108,788 88,168 86,214 78,373
Capitaf employed 3 - 95,368 96192 95341 87,208 71,687 _ 71,863 67,878 57,501 54616 47400
Net debl, ingl. pension liabiities 37,368 -36309 -80.826 -34745 -22,306 -23.889 -23,861 -15880 -24,073 -24,756
CASH FLOW STATEMENT
Operating cash flow e 6,304 7.471 8,837 10,102 12421 14,206 9,005 8707 6878
Cash flow from current operations 4,508 2772 4362 5,688 8,134 8,620 11,249 6,652 6740 3,875
Cash flow before dividend - 1,473 1,538 1,768 -6.276 91 -855 4,254 10,609 3,760 345
Current capital expenditures, net _ 5385 _ 5672 4850 4270 -3902 3523 3479 2245 2046 2,058
Strategic capital expenditures o __ _-lo4z 935  -2086 2 -2398  -29849  -2823 2 1469 1121 -2615 2248
Acquisitions -4,545 323 428 9,340 4,808 6483 13286 -2,349 _ -10,400 -2,783
KEY RATIOS
Equity/assets ratio, % B s 44 42 44 47 45 44 46 a1 38
Interest coverage, mutiple _ _ 53 5.1 1.3 7.1 9.8 89 _68 8.7 5.6 5.1
Debt payment capacity incl. pension liabiities, % I 29 27 35 54 47 51_ 9 3 32
Debt/equity ratio, incl. pension kiabilities, muttiple 0.58 0.62 Q.70 083 0.44 0.49 0.51 0.39 0.69 0.83
Return on capital employed, % 1 9 2 9 11 13 14 18 12 14
Retumn on equity, % _ o 12 9 1 10 w12 13 20 12 13
Operating margin, % 10 8 2 g 2 10 12 16 0w N
Net margin, % o 7 8 0 6 &) 3] 7 1 6 ___8
Gapital tumaover rate, muitiple 110 1.05 1.01 1.03 118 123 1.21 117 1.19 1.29
Onerating cash flow per share, SEK __ 642 3.85 5.22 8.12 11.66 12.37 16.13 850 1041 6.12
Earnings por shara, SEK 1016 _ 7.75 081 7.37 7.28 8.8 8.02 1021 5.58 5.34
Drvidend per share, SEK 4.40% 4.00 3.67 350 3.50 3.20 2.92 2.58 2.27 2.06

* Operating profit distributed pro forma tor 1998-2000.

3 2005 and 2004 inchuding restructuring costs of SEK &,365m ark SEK 770m respactively. 2000 inchides capital gain trom the sale of Modo Paper of SEK 2,031m.

1898 includes capital gain from sale of group companieg ¢f SEK 3m.
3 Calculation of average capital empioyed and equity based on five measurements,

4 Key ratios are defined on page 121,
4 Board propesal.
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Comments to the multi-year summary

INCOME STATEMENT

SALES

From 1998 until the end of 2000 net sales
rose by approximately 5% per year and then
increased in 2001 by just over 20% as a result
of the acquisitions of Georgia-Pacific Tissue
and Tuscarora in North America. During the
period 2002-2004, SCA continued to acquire
companies, which contributed to a further in-
crease in sales of 17% up to the end of 2005.
The effect of acquisitions, which included the
Carter Holt Harvey’s and Copamex’ tissue
operations, was limited due to the weakening
of the USD.In 2006 the Group launched more
new products than ever before and as a result
of the growth in volume, SCA’s net sales ex-
ceeded SEK 100bn for the fArst time. In 2007
sales increased by 4% compared with the pre-
vious year. During the ten-year period the
Group’s sales increased by 6% annually
{CAGR).

OPERATING PROFIT

During the 1999-2000 period, Hygiene Pro-
ducrts, Personal Care and Tissue developed in
a positive direction. Packaging also developed
well during the period 1998-2000 and opera-
ting profit increased by an average of 33%
annually, which was mainly due to acquisi-
tions. The operating profit for Forest Produc-
ts increased during the same period by an
average of 19% annually. In addition, the ca-
pital gain from the sale of the fine paper ope-
rations is added to the operating profit in
2000. The capital gain, combined with the
strong operating profit from the other busi-
ness areas, meant that the Group was able to
report a record high operaring profit. Opera-
ting profit rose by 54% for Hygiene Products
in 2001, which is partly attributable to the ac-
quisition of Georgia-Pacific Tissue. Packaging
and Forest Products also continued ro deve-
lop well in 2001 and, as a result, a record-
high operating profit, adjusted for non-recur-
ring effects, could be reported. The increase
for Hygiene Products, Personal Care produc-

ts and Tissue continued in 2002, The increase,
which was 24% for Hygiene Products, can be
attributed to volume growth and lower raw
material and production costs. The improve-
ment for Tissue amounted to 21% and is ex-
plained by the acquisition of Cartolnvest as
well as lower raw material and production
costs, The operating profit in 2002 for Packa-
ging and Forest Products fell as a result of
lower prices. Personal Care did not reach the
2002 profit level until 2006. This business
area has been under pressure from rising raw
material costs and intense competition, al-
though growth was favourable in both esta-
blished and new markets. Earnings improved
still further tn 2007. In the Tissue business
area, continued acquisitions did not compen-
sate for lower prices, higher raw material and
energy costs and the negative effects of cur-
rency fluctuations. This resulted in a gradual
decline of the operating profit since 2002. In
2007 rhis negative trend was reversed and
operating profit increased once again. With
effect from the fourth quarter of 2007 the ac-
quisition of P&G's tissue unir is included in
SCA’s Tissue operations which had a positive
impact on earnings. Packaging’s operating
profit declined from the record year of 2001
in 2002 and 2003 and improved slightly in
2004, before sustained price reductions cau-
sed lower proht levels in 2005. In 2006 prices
improved gradually. During the first half,
price increases were implemented for contai-
nerboard, which led to gradual increases in
the price of corrugated board, resulting in a
slight improvement in profits. Packaging also
implemented successive price increases for
corrugated board in 2007. SCA sold the
North American packaging operations in the
first quarter of 2007. Forest Products also
saw a fall in profit for two years following the
record year of 2001, as a result of lower prices
and negative currency fluctuations. Since
then, profits have gradually improved and the
2007 result was the second best in the re-
porting period. The improved profit is mainly

the result of higher prices. To address the pro-
blem of falling profits, an efficiency enhance-
ment programme was initiated in 2004, follo-
wed by an additional programme in 2005,
These programmes are expected to provide
annual savings of SEK 2,750m with full effect
in 2008.

CASH FLOW STATEMENT

A rotal of SEK 75bn has been invested in ex-
pansion during the reporting period of which
SEK 53bn is attributable to company acquisi-
gions. Maintenance investments amounted to
SEK 37bn and have remained at a steady level
of around 4% in relation to sales. Cash flow
in relation to net sales has, however, increased
over the past four years, due to faster produce
upgrades and investments relating to the effi-
ciency programmes.

KEY RATIOS

During the reporting period, the Group’s divi-
dend rose from SEK 2.05 to SEK 4.40, an an-
nual increase of 8%.
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SCA Data

Quarterly data - Business areas

Full year 2007 Full year 2006
SEKm 2007 lid (] ] | 2006 v m ] |
NET SALES
Personal Carg 22,101 5706 5510 56554 533 21,272 5,425 5,248 5,249 5,348
Tissue 33332 9343 8204 _BOBO _ 7725 __ 31.33 7,844 7743 7787 7.962
Packaging 3726 _BA4 _ BA34  B229 8571 33353 8445 8288 B231 B389
Forest Products 18744 4803 4743 4,726 4472 17651 4480 4339 4454 4378
Publication papers 8715 2259 2225 2349 _ 2082 8930 2167 2279 233 2,45
Pulp. timber and solid-wood products _10028 254 2518 2577 2390 872 2313 2080 2115 2233
Other 133 318 _ 320 341 357 1,191 336 326 296 233
Intra-Group sales _-3328  __ -856 -849 782 -84) 3,364 884 847 =723 -910
Total nat sales 105,913 27,808 26,362 26,128 25,615 101,439 25,650 25,095 25,294 25,400
OPERATING SURPLUS
Personal Care 3985 1036 985 991 833 3,775 981 925 939 950
Tissue 3949 1,097 _ 1,022 966, B89 3531 913 944 924 850
Packaging Cai2_ 102 104 1003 1083 3754 1,024 988 888 854
Forest products _aima_ 1,082 1088 1,008 3,800 1,008 #1870 919
_ Publication papers 1329 . 318 327 347 337 1,665 212 371 456 426
_ Pulp, timber and solid-wood products 2885 703 745 741 668 2,143 596 540 514 493
Gther 3508 3788  -87_ 88 85 -303 -88 -83 -80 -52
Total operating U 19,818 8,018 4,056 3,980 3,783 14,665 3,818 3,685 3,641 3,51
OPERATING PROFIT
Personal Care _ 679 2,799 726 681 683 699
Tissue v 339 1,480 358 431 401 300
Packaging 2851 © 889 2,072 598 560 AT 438
Farest products 2870 _, 663 2475 676 561 631 577
Publication papers < 128 818 208 168 237 205
_ Puip, timber and solid-wood products 2333 _ 535 1,657 468 423 384 are
Other -58 -88 -331 97 -87 —B8 -59
Total operating profit 10;147 2,282 8,505 2,261 2,176 2,113 1,955
MARGINS, %
Opaerating surplus margin
Personal Gare 1we__ B2 __ 381 178 175 177 17.7 17.6 179 178
Tissug 1.8 _M7 125 1200 1.2 116 116 12.2 118 10.7
Packaging 28 180 124 122 124 11.3 12,1 119 108 102
Forest products _ 224 213 228 230 224 21.6 22.5 21.0 21.8 21.0
Publication papers 182 141 A7 161 182 i8.6 19.0 16.3 195 19.9
Pulp, timber and solid-wood products 28.6 276 30.0 28.8 27.8 24,6 258 26.2 243 22.1
Operating margin B
Personal Care 134 137 135 138 127 13.2 13.4 13.0 13.2 131
Tissua 52 __ 54 57 _ 51 44 4.8 4.6 5.6 5.1 38
Packaging 79 81 7T 76 80 6.2 7.1 6.8 5.8 5.2
Forest products 153 144 182 159 148 14.0 15.1 136 14.2 13.2_
Publication papers 82 55 _ __54 86 B1 9.2 9.8 74 10.1 96
Pulp, timber and s¢lid-wood products 233 22.2 247 236 22.4 18.0 20.2 20.5 18.6 16.7
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Quarterly data - Group
Full year 2007 Full year 2006 2
SEKm 2007 N n 1l 1 2006 v L[] ] 1 N
PROFIT
Net sales 105,913 27,608 28,362 26128 25815 101,439 25,850 25,005 25,204 25,400 "'
Operating surplus 15,818 8,019 4,058 3,960 3,783 14,885 3,818 3,685 3,641 3,521 M~
Depreciation and impaiment, non-current assets o 9720 543 -1542 1526 -4508 -6,185 _ -1.561 -1,518 1537 -1571 :
Share of profits of associates 4 15 2 14 8 25 4 7 9 5 E
Operating profit 10,147 2,801 2,526 2,448 2,282 8,505 2,261 2,176 2,113 1,955 “
Financial items -1,910 =549 =507 a3 419 1672 -458 -423 -405 388
Profit betors tax 8,237 2,342 2,018 2,013 1,863 6,833 1,803 1,753 1,708 1,560 -
Tax . -lote_ 204 0 —43 429 -1,366 352 227 -a87 —400 :
Profit after tax 7,161 2,138 2,09 1,670 1,434 5467 1,451 1,526 1,321 1,169 ~
Eamnings per share, SEK 10:16_ 303 28 @ 222 204 775 2:05 2117 1:87 1:65 :;
MARGINS, % N
Operating surpius margin 187 _ 288 154 152 _ 148 14.5 14.9 14.7 14.4 13.9
Operating margin . 26 10.4 96 94 8.9 8.4 8.8 a7 84 7.7 .
Financiai net margin -18 20 8 A7 -16 -6 18 -1.7 -16 15 |
Profit margin 78 8.4 7.7 1.7 7.3 58 7.0 7.0 6.8 6.2 \
Group by country ;
Nat sales Average no. of employees Salari
SEKm SEKm of whom oiwhom  SEKm SEKm *
2007 % 2006 % 2007 women,% 2006 women,% 2007 2006 -
Sweden 7,798 7 7,272 7 6,260 23 6,234 23 2,643 2,316 ‘
EU excl. Sweden i
UK 12818 12 12,399 12 4787 7 5321 17, 1%s 1819 i
Germany 13,387 13 12360 12 5607 17 5059 16 2366 _ 2,230 |
France 5206 8 7,938 8 2631 25 2718 27 903 840 o
taly 7484 7 6578 7 237 _18___ 2,188 18728 653 g
Netherlandis 5,054 5 4,527 4 2152 14 2,061 2 8a7 866
Spain 4381 4 3,784 4 84 25 756 28 257 231 @
Denmark 3,492 3 3,164 3 1,467 24 1,463 22 858 646
Belgium 2472 2 2259 2 831 26 936 23 426 393
Austria 2083 2 1,998 2 1,470 12 1489 13 880 651
Finland 1,436 1 1,342 1 81 3 __ 375 a4 132 105
Poland . 1208 1 1,020 1 692 S30 866 25 _ 69 55
Greece 1,186 1 1,123 1 a3 _ 15 443 13 08 100
Czech Republic 1,085 1 953 i gs7 40 934 51 9 __ 83
Hungary ') 1 978_ 1 446 30 551 48 65 56
Iretand _ 649 1 596 1 2 e 109 _20 83 30
Portugal 573 1 666 1 8 53 40 a4 a2 20
Rest of EU 1262 1 1,007 1§98 _ 0 924 B AN 78
Total EV excl, Sweden 67,831 o4 62,862 82 26,270 23 25,911 21 9,451 8,856
Rest of Europe
Russia 18842 1,429 2 1134 50 1121 50 198 99
Norway 1,670 2 1672 1 20 A 213 3 113 110
Switzeriand 1,156 1 1,060 1 254 30 232 26 106 94
Other 989 1 636 1 183 1 159 3 2 23
Total rest of Europe B 5,569 6 4,797 5 1,781 ) 41 1,725 40 440 322
Rest of world
us _ 918 g 12017 12 383 27 4932 30 _ 3388 _ 1897
Austratia 27 3 2,644 3 e 26 787 28 359 326
Mexico 2,308 2 2,484 2 2150_ _ 15 2,128 20 38 176
China 1,652 2 1,304 1 4584 37 3,929 37 a2 107
Canada _ern o1 1,256 1 269 39 254 36 ~ 80 85
Colombia L o8 1 Hr 0 1 122 _29_ 183 00 28 0 wWF_ 66
New Zealand g2 1 «08 0 1 grg 24 660 17 _ 234 240
Japan __Bea 1 848 1 8 _ 89 58 88 2 23
Malaysia .19 1 584 1 1085 42 1,061 41 .8 78
Other. Asia __4a78 0 48 0 - __ 0 - - - -
ndonesia __ 435 1} 343 0 o4 az 116 22 2 2
Marocco 3% 0 2@ 0 o-_ _ @ - = " -
Chile __@o Q3w 0 234 8 200 10 28 33
Singapore _ . _288 0 268 0 250 42 258 41 3 a7
Other - -~ 2387 2¢ 2 1478 30 1,576 34 _ a5 163
Total rest of world 24,615 23 26,708 26 16,102 30 17,152 31 2,931 3173
Group 105,913 100 101,439 100 50,433 25 51,022 25 15,465 14,668
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SCA Data
PrOd uction ca paCity {Capacity is stated in thousands of tonnes unless otherwise indicated)

TISSUE PACKAGING
Mmill Country Capacity Production plant Country Corrugated board Kraftiner Testiinar/fluting
Box Hit Australia 53  Corrugated board Asia 560 .
Qrimnann Austria 124 Austria 80
Stembert Belgium 75 Belgium 121
Santiago® Chile 61 Czech Republic 65 _
Medeflin" Colombia 39 Denmark 153
Bogotd " Colombia 35 Estonia 2
Lasso" Ecuador 24 Finland 41
Le Thedl France 62 France 188
Mannhaim Germany 266 Germany 500
Mainz-Kostheim Germarny 106 Greece &0
Collodi Italy 42 Hungary 53
Lucca 1 Italy 140 Iraland? [ .
Pratovecchio Haly 22 Haty 495 _
Ecatepec Maxico 69 Lithwania 37
Monterrey Mexico 57 Nathertands 172
Uruapan Mexico 3% Norway 5
Friestandt® Natherlands s Poland 60
Kawerau New Zealand 61 _ Romania B 25
Drammen Norway 22 Russia 61 .
Cavite Philippines 14 Slovakia® 2
Svetogarsk Russla 43 Spain 142 .
La Riba Spain 26 Swecden 135 - .
Mediona Spain a5 Switzeriand 40
Valls Spain 20 _ Turkey 100
Jonkbiping Swexlon 21 UK 360 _
Lia Edst Sweden 100 Contalnerboard
Chesterfield X 3i Aschatenburg Gemany 250
Oakenpor L 6 Wszerheusen Gomany 525
Prudhoe LK Ly iely 200
Skelmersdale UK 30 De Hoop Netherands - _EQ
Mernasha us 211 Munksund Sweden 340
Barton us 10 Gobel Swaden B 300 125
South Glens Falls ~ US 5 Newh: e UK — 240
Alsip us 55 JotaL 3,490 640 1,780
Flagstat us 53
TOTAL 2,381
PERSONAL CARE FOREST PRCDUCTS

SC and Total Solld-wood

LWC Market cTMP pulp and products

Production pleat Country Mill Country Newsprint paper pulp pulp paper 1,000 m*
Springvale Australia Laakirchen Austria ____5i0 510 _
Drummonchvile Canada Ortviken Swedan 380 488 860 -
Santiago " Chila Ostrand Sweden 430 as 515
Calii® Colombia Munksund Sweden _ 400
Rio Negro Colgmbia Botsta Sweden 440
Cairpt Egypt Tunadat Sweden L 350
Linselles France — Rundvk Sweden __ _ 80
Amman ! ~ Jordania Vihemina ______ Swecen ] - 120
Shah Alam _ __ Malaysia Stugun Sweden 150
Ecatepac Mexico Holmeund Sweden B - 100
Gennep Netheriands Graningebruk Sweden _ _30
Hoogazand Netharlands Ayrestord Y UK 410 o 410
Henderson New Zaaland TOTAL 790 990 430 as 2,205 1,770
Clawa ____ Poland
Jeddan ¥ Saudi Arabia
Gemerska Horka Slovakia
Kiiprivier ¥ South Africa
Monlycka _ Sweden _
Falkenberg ~_ Sweden " Joirt venlure.
Ksibet ef Medioun ! Tunisia 2 fon-woven production,
Bowiing Green us 3 Conventing plant only.
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Definitions and key ratios"

CAPITAL DEFINITIONS

Net operating assets The Group's and the business
areas’ net operating assets are calculated as an average
of non-current assets according to the balance sheet and
net working capital reduced by non-current liabilities.

Capital employed Net operating assets reduced by tax
liabilities {nat).

Equity The equity reported in the consolidated batance
sheet consists of taxed equity increased by the aquity
portion of the Group's untaxed reserves, (Deforred tax lia-
hility in untaxed reserves has been calculated at a 28%
rate for Swedish companies and at the applicable tax rate
for foreign companies in each country outside Sweden.}

Net debt The sum of consolidated interast-bearing lizbil-
iligs, including pension Eabilities and accrued interest less
cash and cash equivatents and interest-bearing current
and non-current receivables and capitalinvestment
shares.

FINANCIAL MEASUREMENTS

Equity/assets ratio Equity plus minority interast
expressed as a parcentage of total assets.

Debt/equity ratio Expressed as net debtin relation to
equity, including minority interests.

Interest coverage ratio Calculated according 1o the
net method where operating profit is divided by financial
items,

Cash earnings Calculated as profit before tax, witha
reversal of depreciation and impairment of tangible and
intangible assets, share of profits of associates, and non-
recurring items, reduced by tax payments.

Debt payment capacity Expressed as cash earnings in
retation to average net debt.

Operating surplus Expressed as cperating profit
before dapraciationfimpairmant of tangible and intangitle
assets and share of profits of associates.

Operating cash flow Tha sum of operating cash sur-
plus and change in working capital, with deductons for
current capital expenditures in property, plant and aquip-
ment and rastructuring costs.

Cash flow from current operations Cperating cash
flow less net financial items and tax payments and taking
into ageount other financial cash flow.

Strategic investments Strategic investments increase
tha company's future cash flow through acquisitions of
companies, capital expenditures io expand facilities, or
new iechnologies that boost SCA's competitivenass.

Current capital expenditure Investments ta maintain
competitiveness, such as maintenance, rationalization
and replacement measures or investments of an anviron-
mental nature.

MARGINS, ETC.

Opaerating surplus margin Operating surplus as a per-
centage of net sales for the vear.

Operating margin Operating profit as a percentage of
net sales for the year,

Net margin Profit for the year as a percentage of net
sales for the year.

Capital turnover Net sales for the year divided by aver-
age capital employed.

PROFITABILITY RATIOS

Return on capital employed Returnoncapital
employedis calculated for the Group as operating profit
as a percentage of average capital employed. Goodwillis
excluded for the business areas.

Return on equity Returnon equityis calculated for the
Group as profit for the year as a percentage of average
equity.

OTHER MEASUREMENTS

Value added per employee Operating profit plus sala-
ries, wages and payroll expensas divided by the average
number of employees.

1) Caicuiations of key ratios are mainty based on guidetines issued by the Swadish Society of Financial Analysts, Averages ara calcudated basad on five metrics.
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Glossary

AFH (Away-From-Home) Tissus sold to bulk consumers
such as restaurants, hospitals, hotels, offices and industriaf
premises.

Coating A surface treatment applied to paper or corru-
gated board packaging. Provides a smoath surface with
gooed printing properties.

Consumer packaging Packaging sold together withits
contents to the end-consumer.

Consumer tissue Includas napkins, paper handker-
chiefs, toitet and kitchen paper.

Containerboard Tha collective name for lingr and fluting.

Converting plant Produces finished packaging from
corrugated board sheets supplied by a corrugated board
plant or anintegrated packaging plant.

Corrugatedboard Two outer layers of paper with an
intermediate layer of fluting/folded paper (sae linar and
fluting).

Corrugated board plant Produces corrugated board
that is then corwerted into finished packaging.

CTMP {Chemical thermo mechanical pulp} Ahigh-
yield pulp produced through the mechanical defibration in
arefiner of preheated, chemically pretreatad softwood.

Filuting Therippled middle layer in corrugatad board, pro-
duced from semi-chemical pulp or recycled paper.

FSC Forest Stewardship Council, an international organi-
zation working 1o ensure respensible forest managsment,
FSC nas developed principles for respensible forestry that
can be applied for certifying forest management and that
facilitate FSC labelling of wood products from FSC certified
forasts.

INVESTOR RELATIONS CONTACTS

Bodil Eriksson

Senior Vice President,
Corporate Communications

Tel; +46 878852 34

E-mail: bodil.eriksson@sca.com
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Johan Kartsson

Vica President Investor Relations
Tel; +46 87885130

E-rrail: johan.ir.karisson@sca.com

Liner The surface layer of corrugated board, Availablain
various grades, such as kraftliner (based on frash woed
fibre) and testliner (based cn recovered fibre).

LWC paper Light Weight Coated paper is a coated paper
with a high mechanical pulp content. Used for high quality
magazines and advertising materials with demanding col-
our-printing requirements.

Market pulp Pulp that is dried and sold on the open mar-
ket,

Mechanical pulp Debarked wood that is ground or
chipped for mechanical refining to separate tha fibres to
form pulp.

Newsprint Paper for newspapers oroduced from
mechanical pulp based on fresh wood fibre or recovered
fibra,

M?s or m®sub Solid cubic metre under bark. Specifies the
volume of timber excluding bark and tops. Used in felling
and the timber trade.

Mo Forest cubic metre Volums of timber including
{ops and bark, but excluding branches. Used to describe
the forest portiolio of standing forest. Growth is also speci-
fied in forest cubic metres.

Personal care Here dsfined as incontinence care, baby
diapers and feminina cars.

Point-of-sale packaging Is used both to protect the
goods and to promote the product in the store.

Productive forest land Land with a productive capac-
ity that exceeds one cubic meter of forest per hactare
annually.

Anders Luthbom

Tel: +46 878851 56

Vice President Businass Intelligence

E-mail: anders.iuthbom@sca.com

Protective packaging Packaging that comprises mate-
rial that protects the contents from vibrations, knocks or
temperature fluctuations. The material ranges from foam
plastics to corrugated board.

Recovered fibre Fibre based onrecycled paper.

8C paper Supercalendered publication paper with a high
gioss surface and with a high content of mechanical and/or
recyclad pulp. Mainly used for catalogues, magazings and

advertising materials.

Solid-wood products Wood sawninto various dimen-
sions/sizas: planks, joists, etc.

Superabsorbents Collectiva name of a number of syn-
thetic absorbent materials based on polymers, Important
material in personal care products such as diapers and
pads.

TCF pulp Pulp that is bleached without using chiorine in
any form.

Transport packaging Mainly used when transporting
goods from preduction to customer, The mest used mate-
rial is corrugated board.

Wood fibre Woeoed fibre from felled trees {fresh woed fibre).

Johan Andersson

Business Analyst

Tal: +46 878852 82

E-mall: johan.c.andersson@sca.com
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Annual General Meeting and Nomination Committee

The annual general meeting of Svenska Celtu-
losa Aktiebolaget SCA will be held on Tues-
day, 8 April 2008 at 3 p.m., in Aula Magna,
Stockholm University, Frescati, Stockholm,
Sweden. Registration for the annual general
meeting begins ar 1.30 p.m.

Directions from central Stockholm:

» Underground “réda linjen” {the red line)
towards Morby Centrum to ”"Universite-
tet” station,

* Bus 40, 540 or 670 to bus stop “Universi-
tetet”,

¢ Parking by “Sthdra huset”.

+ Taxi drop off and collection point (Stock-
holm University No. 6) at Aula Magna’s
entrance on level two.

The address is Frescativigen 6.

NOTIFICATION

Shareholders who wish to attend the meeting

must:

¢ be listed in the shareholders’ register
maintained by VPC AB (the Swedish Cen-
tral Securities Depository) as of Wednes-
day, 2 April 2008, and

* register to attend the annual general meet-
ing no later than Wednesday, 2 April 2008.

Shareholders may register to attend in the fol-

lowing ways:

+ by telephone: +46 8 788 51 39, on week-
days between 8 a.m. and § p.m.

* by fax: +46 8§ 788 53 32

* via the [nternet website: www.sca.com

¢ by mail to Svenska Cellulosa Aktiebolaget
SCA, Corporate Legal Affairs, Box 7827,
SE-103 97 Stockholm, Sweden

To atrend the annual general meeting, share-
holders with custodian-registered shares must
have such shares registered in their own names.
Temporary registration of ownership, so-called

“voting rights registration”, should be re-
quested well in advance of Wednesday, 2 April
2008, from the bank or fund manager hol-
ding the shares.

Name, personal identity numbet/corporate
registration number, address, telephone num-
ber, and the names of any accompanying per-
sons, should be stated when registering to at-
tend. Shareholders represented by proxy
should submit a proxy in the original to the
company prior to the annual general meeting.
Proxy forms are available upon request and on
the company website www.sca.com. Anyone
representing a legal entity must present a copy
of the registration certificate, not older than
one year, or equivalent authorization docu-
ment listing the authorized signatories.

DIVIGEND

The board of directors proposes that a divi-
dend of SEK 4,40 per share be paid and that
the record date for the dividend shall be Fri-
day, 11 April 2008. Payment through VPC AB
is estimated to be made on Wednesday, 16
April 2008.

NOMINATION COMMITTEE

e Carl-Olof By, AB Industrivirden, chair-
man of the nomination committee

e Cure Killstrémer, Handelsbanken’s Pen-
sionsstiftelse, among others

¢ Anders Oscarsson, SEB Fonder

* Hans Sterte, Skandia Liv

» Magnus Landare, Alecta

» Sverker Martin-L5f, chairman of the
board SCA

The nomination committee prepares the pro-
posal for the election of members of the board
of directors, among other things.

Detailed information concerning the an-
nual general meeting can be found on the
company website: www.sca.com.

This annual report is produced by SCA in cooperation with Hallvarsson & Halvarsson.
Phote: Juliana Yongt, Elisabeth Ohlson Wallin, Hakan Lindgren. Bengt Alm. Printing: Etanders Gummesson in Falképing 2008.
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FINANCIAL CALENDAR 2008

8 April 2008
Annual General Mesting

29 April 2008
Interim report for the period
1 January — 31 March 2008

24 July 2008
Interim report for the period
1 January - 30 June 2008

29 October 2008
Interim report for the period
1 January — 30 September 2008

29 January 2009
Year-end report 2008

March 2009
Annual Report 2008

Reports are published in Swedish and English
and can be downloaded from SCA's website
www.sca.com. Annual Reports can also be
ordered from:

Svenska Celuiosa Aktiebotaget SCA
Carporate Communications

Box 7627, BE-103 97 Stockholm, Sweden
Tel +46 8 788 51 00

The: Arinual Report is published in Swadish and Eng-
lish. In the event of differences between the English
translation and the Swedish original, the Swedish
Annugal Report shall prevail.




essentials

SVENSKA CELLULOSA
AKTIEBOLAGET SCA (publ)

Box 7827

SE-103 97 STOCKHOLM, Sweden
Visitors: Stureplan 3

Tel +46 8 788 51 00, fax +46 8 660 74 30
Reg. No.: 556012-6293

Www.sca.com

for everyday life”

Business groups

SCATISSUE EUROPE SCA PACKAGING EUROFE
AND SCA PERSONAL CARE Culliganlaan 1D

Minchen Airport Genter (MAC) BE-1831 DIEGEM

Postiach 241540 Belgium

DE-85336 MUNCHEN-FLUGHAFEN Tel+3227183711

Germany Fax+3227154815

Visitors: Terminalstrasse Mitta 18
Tel +498997006-0
Fax +49 899 70 06-204

SCA FOREST PRODUCTS
SE-851 88 SUNDSVALL
Swaden

Visitors: Skepparplatsen 1
Tel +46 60 18 3000, 184000
Fax +46601833 21

SCA AMERICAS

Cira Centre

Suite 2600

2929 Arch Stroet
PHILADELPHIA, PA 19104
us

Tel +1 610493 370¢

Fax +1 610 496 3402

SCA ASIAPACIFIC

1958 Chenhang Road
Pudong, Minhang District
SHANGHAI 201114
China

Tel +86 21 5433 5200

Fax +862154332243




