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Personal Care

The business area comprises three product
segments: incontinence care, baby diapers
and feminine care. Production is conducted at
22 facilities in 19 countries. Products are sold
in some 90 countries throughout the world.

Tissue

Tissue consists of toilet paper, kitchen rofls,
facial tissue, handkerchiefs and napkins, In
the AFH segment SCA delivers complete

hygiene concept to companies and institu- |
tions. Production is conducted at 38 facilities |
in 18 countries. Products are sold in some |
80 countries throughout the world.

Packaging

SCA is a full-service supplier of packaging :

solutions and offers both transport and con- i

sumer packaging. Production is conducted

at more than 200 facilities in 28 countries. !

Products are sold in some 50 countries in
’ Europe and Asia.

Forest Products

Production comprises publication papers, pulp
U and solid-wood products, and is conducted at
12 facilities in 3 countries, Products are mainly
sold in Europe, but also North America and
Japan.

Capital employed

Operating cash flow

Average number of employees SCA’s sales perregion
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SCA at a glance |

SCA creates value by
fulfiting the needs of
customers and consumers
in a spirit of innovation,
through continuous effi-
ciency enhancements ~
and with a clear desire to
contribute to a sustainable
development. The Group
develops, produces and
markets personal care
products, tissue, packa-
ging, publication papers
and solid-wood products
in more than 90 countries.

During 2008 SCA had
annual sales of SEK 110bn
(@approximately EUR 11.5bn)
and 52,000 employees.

Group's largest markets Not sales Operating profit
SERM

xmany : y i Persanal Care 214 &]% 324 I

e —— Tissue 344 26% f !

:aiy — Packaging 30% 5; 174 \

imnus S Forest Products 15% 25+ ~
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° 4000 8.000 12,000 18,000
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The year at a glance

Net sales amounted to SEK 110,449m (105,913).
Profit for the year totalled SEK 5,598m (7,161).
Earnings per share amounted to SEK 7.94 (10.16).
Proposed dividend is SEK 3.50 (4.40) per share.

Earnings, dividend and cash flow per share Net sales and operating margin
SEK 12 6 SEK SEKm 12 %
10 — 5 100,000 — : ] 10
8 _ 4 80,000 / \ 8
r M r h
8 a 60,000 [¢]
4 ﬂ-—ﬂ H 2 40,000 P
*
2 1 20,000 2
o u o L U 1) 0 0 U 0
2004 2005 2006 2007 2008 2004 2005 2008 2007 2008
O Epmings Dividonct = L3 Not sakes Operating margin =
O Operating cash flow
Key figures
2008 2007 2006
SEK EUR"Y SEK EUR" SEK EURY

Net sales, SEKm/EURmM 110,449 11,532 105,913 11,456, 101,439 10,672,
Operating profit 8,554 893 10,147 1,008 8,505 820
Operating margin, % a 10 g
Profit befors tax, SEKm/EURM 6,237 653 8,237 391 6,833 73%
Profit for tha year, SEKm/EURmM 5,598 584 7,164 775 5,467 591
Profit for the year, SEKm 2 5,598 5,908 5,467
Earnings per sharg, SEK 7:94 10:16 7:75
Earnings pef share, SEK 2 7:94 9:30 7.75
Cash flow from cument operations per share, SEK 5:42 6:42 a.e5
Dividend, SEK * 3:50.2 4:40 4:00
Strategic invesiments, indl. acquisitions, SEKm/EURmM -4 873 -509 -5.887 -837 -1,258 -136
Equity, SEKmM/EURmM 87,252 6,147 64,279 6,792 58,9683 6,518
Return on capital employed, % 8 " <]
Return an equity, % 9 12 9
Debt/equity ratio, multiple 070 0,58 0,62
Average number of employees 51,899 50,433 51,022

"' Sea pages 36 to 40 for exchange rates.
2 Excluding items atfacting comparabiity.
* Proposed dividend.
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Welcome to the new www.sca.com!

Expanded and improved — an entire world of important information
about SCA. .. just a click away.

SCA’s aim is to continuously develop
www.sca.com, making it the fore-
most source of information and
news for all of SCA’s stakeholders.
On the website, all important infor-
mation concerning the Group and
opetrations shall be readily available
to everyone.

There will be some changes on our
website this year, and a number

of these take place in conjunction
with the publication of the Group’s
Annual Report for 2008. The content
in the printed version of the Annual
Report, which has become increa-
singly comprehensive in recent
years, has been concentrated and
the report now has fewer pages.
Meanwhile, the website is being
expanded to include a range of new
functions that enable the visitor

to quickly and easily find relevant
information. By utilising all the
possibilities of the Internet, encom-
passing text and images combined
with enhanced interactivity and
rapid updates, it is SCA’s ambition
for an increasing number of its
stakeholders to derive benefit from
www.sca.com

Look out for news during the year.

The following symbal in the annual report refers to
further information at www.sca.com
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Introduction
CEOQ's message

Strength and stability in difficult times

“Qur objective is 10 strengthen

our cash flow by a couple of billion
SEK in the next two years.”

2 SCA Annual Report 2008

In 2008, conditions changed dramatically for many compa-
nies in the wake of the global finance crisis and the weaker
economy, and this was also true for SCA. While some of our
segments more sensitive to economic fluctuations, such as
packaging and forest products, experienced a weakening
trend, we saw proof of strength in our hygiene products
business in the face of increasingly difficult times.

We can lock back at a year that included a
number of admirable achievements. We contin-
ued to expangd our sales of hygiene productsin
prioritised emerging markets by 16% and thus
continued to strengthen our positions, Qur tissue
business improved its operating profit by a full
38%. Behind this lies the successful integration
of our 2007 European tissue acquisition and
other efforts to enhance profitability. Growth for
Personal Care products totalled 6%, in which
our primary segment, incontinence care with
the world-leading brand Tena, expanded by 7%
during the year.

It was mainly our packaging business that
reported a significant drop in earnings. Producer
inventory levels of containerboard were already
high at the beginning of the year. The decline in
the demand scenario for corrugated board accel-
erated and, in the fourth quarter, several industrial
segments delteriorated sharply. These factors
have entailed an ever-growing pressure on prices.
SCA has taken a range of measures, one of which
was to reduce containerboard production by
149,000 tonnes. During the year, parts of the UK
packaging operations were divested to focus on
higher value-added products.

Within the forest products business area,
sawmill operations declined significantly com-
pared with the record earnings in the preceding
year. Demand for publication papers was stable.
Rising costs for raw material and energy had an
adverse impact on earnings.

However, turbulent times can also create new
business opportunities. In such an industry envi-
ronment, SCA’'s fundamentally strong ability to

wark under pressure provides a stable platform
for the strategic short and medium-term initia-
tives we are now taking to emerge from the re-
Ces5ion as a stronger company.

Due to the unusually large degree of uncer-
tainty in future assessments, our focus in the next
two years will be on costs, cash flow and capital
efficiency, while we will continue with crucial con-
sumer and customer-criented innovation.

1. Costs and cash flow

In 2008, we focused on reducing operating capi-
tal through a review of inventory, payment days,
and so forth. Qur efforts have already generated
results. We will reduce the 2009 level for capital
expenditure compared with 2008 by postponing
a number of large investments. We are prepared
to implement restructuring measures to optimise
the bulk of our assets and to reconsider our mar-
ket positions in certain markets and product cate-
gories. We are concentrating our growth efforts
to areas with the best conditions for profitability.
Our objective is to strengthen our cash flow by a
couple of billion SEK in the next two years.

2. Capital efficiency

As part of our capital-intensive operations, we are
conducting ongoing programmes and supple-
menting these with new programmes. Packag-
ing's Lean Production programme is to be rapidly
expanded to an increasing number of facilities,
which decisively enhances productivity and
profitability. The programme also reinforces our
competitiveness by providing a clearer customer-
oriented approach.




Within Forest Products, which has long reported
world-ctass productivity figures, 84 different im-
provement projects are currently under way.
These projects will reduce tied-up capital. The in-
tegration of facilities that were part of the Group's
2007 acquisition is currently taking place within
the European tissue business and this will enable
continued streamlining.

3. Consumer and customer-otiented
innovation

Innovation is a priority area for SCA. In recent
years, the Group has made significant invest-
ments in increased consumer insight, product
research and development, and design capacity.
This is the driving force for much of our business
and has given us leading positions in several
product categories, such as incontinence care
with the Tena brand and AFH with the Tork brand.
For the tatter of these brands the company has
recently launched an entirely new design line. For
the packaging business, product development
and design are central elements in the customer
offering. Innovation and product renewal will be
one of our key competitive advantages.

The three focus areas are supported by clearly-
defined objectives that prioritise return on capital
employed. The Group's average and annual targst
for a business cycle is 13%.

While the demanding challenges facing our
business environment comprise the impetus
behind our efforts in 2009, our most critical
motives lie in the future.

SCA has a number of highly atiractive
strengths, ranging from our stable ownership
to forest holdings, where we have an integrated,
highly efficient value chain that optimally utilises
our own forests and genetates favourable results.
In addition, SCA has a prominent sustainability
profile and most of our business areas hold lead-
ing market positions. Europe accounts for 80%
of sales and 85% of operating profit and is thus
not only our obvious home market, but also a
strength factor. This is particularly true in terms
of our hygiene operations.

SCA is cumrently one of the world’s three lead-
ing hygiene products companies. The Group's
share of sales of hygiene products has gradually
increased to 55%. This is a position shift that we

must continue to pursue. The hygiene business
offers us higher and more stable earnings and a
rnore reliable value trend for our shareholders.

This work will be characterised by two main
themes: strengthening SCA's positions in the
European home market and making further invest-
ments in selected growth markets such areas as
Eastern Europe and Russia, and certain markets
in Latin America, Southeast Asia and the Middie
East. Our brand portfolio will be a key factor.

We intend to continue making investments in
local praduction, product development and mar-
keting in these countries. Our focus is to increase
the praportion of markets in which we hold not
less than a 20% market share. This provides criti-
cal mass for sustainable competitiveness.

In summary, | would like to emphasise that
SCA has an extraordinary opportunity to utilise
its fundamental strength and stability in a year
such as 2008, which will be a test for all involved.
It is hardly possible to speculate about future
business trends at this point. However, it is worth
once again highlighting the fact that SCA has a
significant portion of its production focused on
products that are required and used everyday.
We know that sooner or later the industrial
climate will turn around and customer demand
will increase. When this happens, we will be
prepared with more innovative products, familiar
and attractive brands, and talented and skilled
employees dedicated to creating continued value
for our consumers, customers, shareholders and
employees.

/ Jan Johansson
President and CEQ

Introduction
CEO’s message
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Introduction
The SCA share

The SCA share in 2008

The 2008 closing price on the Nasdag OMX
Stockholm for SCA’s B shares was SEK 66.75
{114.50), cormesponding to a market capitalisation
of SEK 47bn (81). SCA's market capitalisation
corresponds to approximately 2% (2) of the total
market capitalisation on the Nasdaq OMX Stock-
hotm. Since the beginning of 2008, the share
price has declined by 42%. During the same
period, the Nasdaq OMX Stockholm fell by 39%.
The highest closing price for SCA’s B shares dur-
ing the year was SEK 116.75, which was noted
on 7 April. The lowest price was SEK 51.50 on
28 Qctober. The proposed dividend is SEK 3.50
per share (see below). Viewed over a five-year
pericd, the SCA share has demonstrated stronger
performance than comparable industry indexes,
but has developed weaker than the Nasdaq OMX

indexes directly linked to the Stockholm ex-
change, SCA is included in other indexes, such
as the Dow Jones STOXX Index, FTSE Eurotop
300 and MSCI Eurctop 300. SCA is also repre-
sented in several sustainability indexes. One such
index is the FTSE4Good index.

Following the submission of an appiication by
SCA, the Group's B share was delisted from the
Lendon Stock Exchange on 29 May 2008 pursu-
ant to a decision by the Financial Services Autho-
rity (FSA). SCA’s B shara had been listed on the
London Stock Exchange since 1983, but trading
in recent years in London corresponded to less
than 1% of the total turnover of the company’s
B shares and, consequently, the decision was
made to delist.

Foreign ownership

Some 59% (57) of the share capital is owned by
investors registered in Sweden and 41% (43)

by foreign investors, The US and the UK account
for the highest percentage of shareholders
registered outside Sweden, with 21% and 11%
respectively.

Dividend

The Board of Directors has proposed a dividend
to shareholders of SEK 3.50 per share for 2008.
The 2008 dividend represents a dividend yield of
5.2% per share, based on SCA’s share price at
the end of the year. SCA’s dividend policy is de-
scribed on page 8.

o Ticker names
Stockholm. Liquidity Nasdaq OMX Stockhlm SCAA SCAB
In 2008, the volume of SCA shares traded was New York {ADR level 1) SVCBY
Trading in SCA shares 849 rnillion (917), representing a value of approxi-
SCA shares are listed and traded primarily on mately SEK 72bn {118). Average daily trading for
the Nasdaq OMX Stockholm, and as American SCA on the Nasdaq OMX Stockholm amounted
Depaository Receipts (ADR level 1) in the US to 3.4 million shares, corresponding to a value of
through the Bank of New York. In addition to SEK 286m (436).
Price trend and share trading 2008 Price trend and share trading 2004-2008
SEK Thousand shares SEK Milion shares
120 12,000 300 300
100 10,000 250 250
80 8,000 200 200
B0 6,000 150 150
a0 i 4,000 100 100
20 2,000 50 50
0 0 0 ]
Jan. Feb. March Apdl May June July Aug. Sep. Oct. Nov. Dec.
= SCAB Caytradng (3 == SCAB Trading per quarter
= OMXSP! = OMXSPI
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Data per share

Al eamings figures include non-recurring items.

SEK per shate uniess otherwise indicated 2008 2007 2008 2005 2004
Earnirkys per share after Al tax:

After dilution 7.94 10.16 7.75 0.61 7.37
Befera dilution 7.94 3017 7.76 0.61 7.38
Markat price for B share:

Average price during the year 84.76 118.00 107.24 88.95 96.22
Closing price, 31 December 86.75 114.50 11917 99,00 94.50
Cash flow from current operations”! 5.42 6.42 3.95 8.22 8.12
Dividand 3502 4.40 400 367 350
Dwidend growth, %2 8 9 9 9 1
Dividdend yield 52 a8 3.4 3.7 az
P/E ratio® 12 11 14 a7 12
Price/EBIS 1 12 14 57 13
Bata coafficient™® 0.84 0.73 073 073 0.68
Pay-out ratio (before diution), % 56 a4 48 58 68
Equity, after ditution g5 a1 a3 80 78
Equity, before dilution 94 90 83 80 77
Average number of shares after dilution (millions) T02.2 702.2 701.4 700.5 7005
Number of registered shares 31 Decernber (millicns) 7051 705.1 705.0 705.0 705.0
Number of shares after lull conversion {milions) 05,1 705.1 705.0 705.0 705.0

" Sew dafinitions of key ratios on page 91.

2 Board proposal.

3 Rofng 10-year data,

“ Share price et year-end dvided by earmings per share after full tax and distion.

8 Markat copitalisabon plus net deb plus minonty interests divided by operating profit. (EBIT = earmangs before interest &nd taxgs).

@ Sharg price volatiity compared with the entre stock axchange (measured tor roling 46 months).

Shareholders by country, capital

3 Swaden, 50%

ous, 21%
MUK, 1%

O L uxembourg, 3%

I Othor, 6%

Shareholders by category, capital

D3 Institutions, 86%
O3 Private individuats, 14%

&

Source: Euracioar

SCA's ten largest shareholders
According to Euroclear’s official share register for directly registered and

Shareholder structure

trustea registered shareholders at 31 December 2008, the fallowing compa-  iutding sharehotiae! oot Holding Votes
nies, foundations and mutual funds were the ten largest registered share- 1-500 44,815 8,380,835 1.19 1.12
holders based on voting rights (before dilution): 501-1000 14,143 10,596,780 1.50 1.28
1,001-2,000 9,512 13,860,628 1.97 1.77
Shareholder No. of voles % No, of shares k. 2,001-5,000 6.811 21,557,230 3.06 2.80
AB Industrivarden 508,200,000 20.8 70,800,000 100 5,001-10,000 2,281 18,227,679 2.30 2,06
Handelsbanken* 221,541,333 13.0 36,196,836 5.1 10,001-20,000 952 13,506,014 1.92 1.54
SEB” 103,920,244 6.1 19,011,355 27 20.001-50,000 508 18,664,283 265 1,73
Skandia 59,071,602 35 7,214,520 1.0 50,001-100,000 257 18,277,850 259 1.72
Alkance Bemstein 58,104,767 3.4 58,104,767 82  100,001- 489 584,030,885 82.82 85.99
Alacta 44,820,120 2.6 22,140,012 3.1 Total 76,858 705,110,004 100 100
Skrinctan** 36,550,000 22 3,655,000 0.5 Source: Eurockr
Swedbank® 23,232,503 1.4 23,220,542 3.3
Nordea® 19,011,316 1.1 9,212,467 1.3
Andra AP-fonden 12,619,061 Q7 9,289,601 1.3
* Including mutual tundts and foundations. Source: Euroclear
** Skrindan includes Maths O. Sundgvist's hokding.
Percentage of foreign ownership Share distribution
2008 2007 2006 2005 2004 31 December 2008 Series A Series B Total shares
% 41 43 43 39 32 Number of registered shares 110,940,207 594,169,887 705,110,094
ol which treasury shares - 2,767,605 2,767,605
Issues, etc, 1983-2008 More information at www.sca.com
Since the beginning of 1993, the share capital and the number of shares .
have increased due to issues of new shares, conversions and splits, as detailed below:
Increass inshare  Cash payment,
No. of shares capital, SEKm SEKm Serles A Series B Total
1993 Corversion of gebentures and new subscription through Series 1 warmants 4,030,288 403 119.1
New shars issue 1:10, issue price SEK 80 17.633.412 176.3 14107 62,145,880 131,821,657 193,067,537
1994 Corwersion of debentures 16,285 0.2 - 62,145,880 131,837,942 193,683,822
1995  Conversion of debentures 3,416,113 4.2 - 62,145,880 135,254,065 197,399,935
1999  Mew share issue 1:6, issue price SEK 140 32,800,089 3290 4,579.0 62,133,908 168,166,015 230,209.924
2000  Cornwversion of debentures 101,631 1.0 15.0 61,626,133 168,775,422 230,401,555
2001  New sharaissue, private placement 1,800,000 18.0 18.0 45,787,127 186,414,428 232,201,555
2002  New shareissue thvough HIB warants 513 0 0.1 41,701,362 180,500,706 232,202,068
20038  Conwersion aof debentures and subscriptions through 1B warrants 2,825.475 28.3 7229 40,437,203 194,500,340 205,027,543
2004  Conversion of debentures 9,185 "N 1.1 40,427 857 194,608,841 235,036,698
2007 Split3: 470,073,296 - - 112,805,207 502,204,867 705,110,094
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Introduction
Value creation

Value creation

Value creating business idea through growth in hygiene

SCA’s business idea is to develop,
praduce and market increasingly 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 favourable dividend growth
and increased value for the SCA share.

Growth in hygiene

O Hygena
M Packaging/Forest Products

Business in two blocks

Perscnal Care

Keeping dry

Packaging

In the past decade, the Group has gractually shifted
the balance toward its hygiena products operations.
This reallocation was conducted to reduce the ei-
fects of a cyclical demand scenario and s a path that
the Group will pursue. Demand for hygiene products
is stable in industrial countries and is rising in emerg-
ing markets in pace with the increase of disposable
income and use of the products.

Since 2008, SCA conducts business in two
blocks: hygiene products on the one hand and for-
est products and packaging on the other. A Global
Hygiene Category (GHC} was established during
the year to create the conditions for the best possi-
bie development of the hygiene businesses based
on their respective circumstances. For further infor-
mation concerning GHC, see page 10.

Keeping safe

SCA s one of Europe's leading suppliers of packaging solutions and also
canducts operations in Asia. The Group develops smart, holistic solutions
that make transport less expensive. SCA focusas on creative design that
offers customers good point-of-sale display and faciliates everyday life for

SCA has world-leading expertise and innovative products that keep
babies dry, offer women comfortable protection during menstruation
and make everyday lie simpler for people with incontinence. SCA's

baby diapers, feminine care and incontinence products are available

worldwide.

Tissue

Keeping clean

SCA is Europe's largest supplier of tissue. Keeping your house and be-
longings clean and washing and drying hands are the simplest and most

aifective ways to prevent the spread of disease.

consumers,

Forest Products

Keeping up-to-date

SCA produces publication papers and solid-wood products that are con-
tinuously developed to offer higher value-added. The Group's substantial

forest heldings are a sirategic asset and form the basis of the sustainable
development of its integrated industrial operations,

Market-driven strength factors

Customer and consumer insight
Understanding customer requirements and
quickly realising the consequences of new con-
sumer needs and lifestyles is of decisive impor-
tance for a company such as SCA. This insight
is converted into patented solutions and new
products on the shebves of the stores.

& SCA Annual Report 2008

Regional presence with global strength

Many of SCA's products cannot sustain the high
costs of long-distance transport. Accordingly, pro-
duction is mainly conducted at a local level, Never-
theless, SCA has significant economies of scale and
opportunities 1o exchange know-how and ideas
concerning consumers and CUStOMers in various
parts of the world. This occurs within such areas as
research and development, technology, brand posi-
tioning and concept development.

Sustainable development

Sustainable development has been a key part
of SCA's business modlel and product offering
for many decades. The sustainability palicy
and Code of Conduct stipulate how the Group
addresses environmental and social issues,
which create long-term value for shareholders
and other stakeholders.




Financial targets 2010-2012

In light of the Group's greater focus on capital efficiency, SCA has set the
target for ROCE at a Group and business area level. Assuming that the
capital markets and economy stabilise toward the end of 2010, the
Group shall achieve a return on capital employed of 13%, which is the
target for average annual return over an economic cycle.

introduction
Value creation

Personal Care ROCE Packaging ROCE
Group 30 % 1 0 %
ROCE
1 3 % Tissue ROCE Forest Products ~ ROCE

13+

L ER

Intensified strategic focus 2009-2010

The current recession and the financial uncertainty have meant that SCA
has adapted its short-term plans to the prevailing situation. The priority is
a turnaround of the Group's cash-flow trend and to continue to strengthen
the Group's successful positions in hygiene products throughout the
world. This is particularly relevant for the European home market, which

accounts for a total of 80% of the Group's sales and 85% of operating
profit. The action plan addresses lower growth and more difficult times,
which impact expansion plans insofar as markets in which SCA does not
already have an established position are assigned a lower priority.

Lower costs and increased
cash flow

Through increased control of inven-
tory and terms of payment, working
capital is reduced. Investment levels
are lowered through repriortisation
or postponement. A more strict
prioritisation of growth areas (geo-
graphic and categories) reduces the
pressure on costs.

Capital efficiency

In a capital-intensive operation such
as those conducted by SCA, effi-
cient faciiities with high production
and low cost levels are a decisive
factor. Several systems and pro-
grammes are used to sireamline
the organisation and equipment in
order to generate optimal efficiency
with a focus on the Packaging,
Forest Products and Tissue busi-
ness areas.

Innovations

For the consumer-centric hygiene
products business, consumer
insight and innovation is the key
factor that drives sales. SCA, a
holder of leading global or regional
positions in its ¢ategories, contin-
ues to invest to develop innovation
and product development.

Growth

Within the hygiene products busi-
ness. significant growth cpportuni-
ties exist as a result of an increase
in the disposable income of a great-
er number of people living in devel-
oping countrigs. Meanwhile, the use
of hygiene products is low, which
further supports increased growth.
SCA aims to grow at a more rapid
pace than the market in sefected
segments and in emerging markets,
such as Latin America, Russia/
Eastern Europe, the Middle East
and Southeast Asia.
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Value creation

SCA measures and evaluates profitability in
operating activities as return on capital em-
ployed (ROCE}. The target for ROCE in the
Group has been set at 13% and varies
among the business areas based on their
different conditions (see pages 4-5}.

Strategic investments

SCA evaluates all strategic investments (compa-
ny acquisitions or sxpansion investrnents) using
a cash-flow based control model. The present
value of future cash flows are calculated and dis-
counted by the cost of capital. SCA requires that
the present value must exceed the investment
expenditure by a margin. This margin is set spe-
cifically for each investment and depends on the
business to which it relates, the economic life of
the investment and other factors.

Required rate of return on operating activities
SCA's required rate of return on operating activi-
ties corresponds to the financial targets and is
based on return on capital employed (ROCE).

Required rate of return on investments

SCA's required rate of return on investments is
determined by the capital market's estimated re-
turn requirernent on an investment in SCA shares
and current long-term interest rates. The return
requirement, the weighted average cost of capital
(WACC), based on SCA's capital structure from

a debt/equity ratio of 0.7, was calculated at year
end 2008 as 7.2%, This means that all invest-
ments must cver time generate an annual operat-
ing cash flow after tax, but before interest ex-
pense, of at least 7.2% of the Investment in ordar
to be value-creating and thus meet market
demands. The return requirement level above
applies to investments in Sweden. Different

bormowing costs and tax rates in other countries
change the return requirement for operations in
those countries.

Dividend poficy

SCA aims to provide long-term stable and rising
dividends. Over a business cycle, approximately
one-third of cash flow from current operations
(after interest expenses and tax) is normally allo-
cated to dividends. If, in the long term, cash flow
from current operations exceeds what the com-
pany can place in profitable expansion invest-
ments, the surplus shall be used to amortise
loans or is returned to shareholders through higher
dividends or share repurchases. In light of the
prevailing uncertainty regarding trends in the
economy and the uncertainty associated with the
financial systems, the Board decided to propose
a dividend of SEK 3.50 for the 2008 financial year,
corresponding to a decrease of SEK 0.90 com-
pared with 2007, Accordingly, dividends have
risen by an average of 6% per year over the past
decade.

Capital structure

SCA's debt/equity ratio measured as net debt

in retation to recognised equity was 0.70 at 31
December 2008. This is on a par with 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, the composition of the product portfolio
and the substantial forest holdings. Periodically,
the debt/equity ratio may deviate from the target.
Over the past decade, the debt/equity ratic has
varied between 0.39 and 0.70. SCA has a credit
rating for long-term borrowing of Baa1/BBB+ and
short-term borrowing of P2/A2 from Moody’s and
Standard & Poor’s, respectively, and a short-term
credit rating of K1 in Sweden from Standard &

Poor’s. During the autumn, Moody's and Standard
& Poor’s changed their forecast for SCA from a
stable to a negative outlook. For more detailed in-
formation about SCA's financial risk management,
see Note 2 on page 48.

Incentive programme

SCA's incentive programme is designed to sup-
port the company’s objective of creating share-
holder value. The programme for senior execu-
tives has two components: achievernent of
cash-flow, growth and earnings targets, and the
performance of SCA shares compared with an
index consisting of SCA’s largest global competi-
tors. For mere information about the structure of
the programme, see Note 7 (Personnel and Board
costs), on page 59.

Strategic investments, acquisitions and divestments
SEKm

12.000
10,000
8,000
8,000
4,000
2,000

.-

-2,000

4,000

2004 2005 2006
O Personal Cara
O Tisswe

2007 2008

Packaging Il
Forest Products O
Divestments 1l

Key ratios

2008 2007 2008
Operating surpius margin (EBIT)
Result "H{%} 7.7 9.3 8.4
Operating cash flow
Rasut " (SEKbn) 38 5.2 4.1
Return metrics
Resust, capital employed " (%) 80 10.2 a8
Resut, equity *{%) 9.0 1.3 9.5
Financial metrics
Debt/equity ratio (muttiple) 07 Q6 0.6
Market adjusted debi/equity ratio (muttiple) 1.0 05 0.4
Debt payment capacity (%) 26 35 29

" Exchuding items affecting comparability:
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Operations and structure

SCA is a global consumer goods and paper
company that develops, produces and markets
personal care products, tissue, packaging,
publication papers and solid-wood products.
SCA offers products that make everyday life
for people considerably easier. Based on cus-
tomer and consumer needs, new and more
value-added products are constantly being
developed for consumers, institutions, indus-
try and the retail trade. SCA seeks to increase
the percentage of value-added products

and the products consist almost exclusively
of renewable and recyclable materials.

Although Europe is SCA's main market, the Group
also holds strong positions in North America,
Latin America and Asia Pacific. Expansion takes
place through organic growth and acquisitions,
primarily within personal care and tissue. SCA
owns approximately 2.0 million hectares of pro-
ductive forest fand, which guarantees half of the
Group’s timber supplies and enables efficient raw
material integration and effective cost control.
SCA conducts extensive sawmill operations as
a natural complement to the forest operations.

Organisation

Organisation

SCA consists of four business areas - Personal
Care, Tissue, Packaging and Forest Products.
The business areas are organised in six business
groups. The SCA Personal Care Europe business
group manufactures and sells personal care prod-
ucts in Europe and Africa. SCA Tissue Europe's
operations involve manufacture and sales of con-
sumer and AFH tissue in Europe, Ajso located in
Europe is the SCA Packaging Europe business
group, which manufactures and sells packaging
solutions, and the SCA Forest Products business
group, which manufactures publication papers,
pulp, timber and solid-wood products. The SCA
Asia Pacific business group manufactures and
sells packaging, personal care products and tis-
sue. The SCA Armericas business group includes
both tissue and personal care products.

In 2008, the Global Hygiene Category (GHC)
was established to create the conditions for global
growth in the hygiene businesses. The unit will
focus on long-term strategies for all segments
in tissue and personal care products. In order to
capitalise on synergies among the business areas,
GHC is responsible for customer and consumer

GCEO and President

insight, innovation, technology processes and
brand development.

Important events during the year

During the year, SCA implemented and approved
a range of key expansion investments in such
countries as Russia, Mexico and the Netherlands.
The Group divested parts of its UK packaging op-
erations to focus on higher value-added prod-
ucts. The integration of the European tissue busi-
ness acquired in 2007 was concluded and result-
ed in, for example, synergy effects and capacity
reductions in the UK.

A detaited account of acquisitions, invest-
ments and divestments during the year can be
found on page 11.

In addition to acquisitions, investments and
divestments implemented during the year, signifi-
cant events for each business area are detailed
on pages 16-31.

Corporate Staffs

Global Hygiene
Category (GHC)" i
Europe

SCA! Amcas

SCAtAsiaRacific

A EorestProducts

* GHC was established in 2008 to ranage innovation, brand sirategy and technology for the Group's hygiene operations,
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Acquisitions, investments and divestments

SCA increased ownership in Chinese tissue
company Vinda

On 29 March 2007, SCA acquired an initial holding
of 20% of the shares in the Hong Kong-based
tissue company Vinda. This shareholding was
|ater diluted to 14% when Vinda was listed
through an IPO on the Hong Kong stock exchange
in July 2007. Vinda, one of the leading brands
with modern assets, is among the three largest
companies within the rapidly growing tissue
market in China. In February 2008, SCA increased
its ownership from 14% to 19%. The partial
acquisition amounted to SEK 119m.

SCA invests in increased capacity within
incontinence care in the Netherlands
SCA is the world-leading provider of incontinence
care products. To keep pace with the strong
growth in demand for heavy incontinence care,
the Group decided to invest in increased capacity
in the Netherlands.
At the plant in Hoogezand, SCA is investing
in a new production line for the Tena Pants incon-
tinence product to support the strong growth
in Europe, where sales in the Pants segment
are outpacing global growth. The investment in
Hoogezand amounts to SEK 155m, and the plant
is scheduled to start operation at the end of 2009.
At the facility in Gennep, SCA is investing SEK
184m in a new production line for the Tena Flex
incontinence product, which is also designed to
satisfy rising growth in Europe. Flex products are
mainly sold to institutions and nursing homes and
development of the segment has come furthest in
Europe, where SCA is market leader. The new line
will be started up in the third quarter of 2009,

SCA invests in solid-wood products

During the year, SCA decided to invest in an auto-
matic sorting system at the sawmill in Tunadal.
This investment, corresponding to SEK 210m,
will reduce production costs and increase pro-
duction volume, v/hile also enhancing quality and
increasing the yield of finished products from the
consumed timber volume. The rmain markets for
Tunadal’s products are Scandinavia, the UK and
France.

SCA invests in a new tissue machine

in Latin America

SCA's operations in Colombia, Ecuador, Peru and
Venezuela are conducted through the 50%-owned
venture capital company Productos Familia S.A.,

which sells tissue, baby diapers, feminine care
and incontinence care products. In response to

a robust sales trend for tissue products, the com-
pany is now investing in a new tissue machine

in Colombia. SCA’s share of the investment cost
amounts to USD 32m, corresponding to SEK
208m, The investment is conducted entirely with-
in the framework of Productos Familia and will
not require any new shareholder contributions.

SCA expands consumer products in Russia
The Russian market for personal care products
is undergoing rapid growth. Since 1995, SCA's
sales of baby diapers (Libero) and feminine care
products (Libresse) have grown continuously,
increasing the need for local production. Against
this background, SCA decided to open its own
production facility in the Tula region, south of
Meoscow, to meet rising consumer demand.

Purchasing power is on the rise in Russia,
particularly in the Moscow region. An increasing
number of families with children are using dispos-
able diapers and the emergence of hypermarkets
and superstores is increasing the availability of
these products and changing consumer behavior.

The Russian venture is long-term and will
gradually include all product groups in SCA’s
consumer portfolio for personal care products:
femninine care, baby diapers and incontinence
care. The investment is estimated to amount to
about SEK 450m.

SCA approved significant investment

in Mexico

In a move to improve its offering to consumaers,
while at the same time strengthening competi-
tiveness and profitability, SCA decided to invest
in a new tissue plant in Mexico. The plant, which
will be located near the key markets in and
around Mexico City, will be integrated and highly
efficient and will provide the company with a
good opportunity to enhance product quality and
thereby improve SCA's profitability and offering
to consumers.

Mexico has a stable economy, with a rapidly
growing middle-class, low inflation and robust
economic growth. Mexico is one of SCA's identi-
fied growth markets. Currently, SCA’s sales of
hygiene products in Mexico and Central America
total SEK 2,800m (USD 458m), of which about
two thirds is attributable to tissue. The tissue
market in Mexico is well consalidated and SCA s
currently second, with a market share of 18%.

Producer brands, including SCA's, are totally
dominant on the Mexican convenience goods
market.

In a first phase, a tissue machine will be built
with a capacity of 60,000 tonnes per year. The
project also comprises a recycled fibre plant, a
converting hall with three converting lines for toilet
paper as well as a distribution center. The invest-
ment amount is estimated at SEK 1,525m.

SCA divests parts of its UK packaging
operations and plans closure of New Hythe mill
In 2008, SCA divested its conventional corrugated
manufacturing business in the UK and ireland to
the Spanish company SAICA. The purchase price
received amounted to SEK 1,145m, following
deductions for divestment costs. SCA will retain
ownership of and continue to develop the special-
ised value-added packaging operations in the UK
and Ireland, which demonstrate favourable profit-
ability and strengthen SCA's overriding strategy,
focusing on higher value added.

During the year, SCA also announced its
intention to close the testliner mill in New Hythe,
in the UK, by mid-2010.

Other

During the year, SCA took over the remaining

two units in the acquisition of Procter & Gamble's
European tissue paper operations, Orléans,
France and Manchester, in the UK. Accordingly
the acquisition has been concluded. The pur-
chase cansideration for Orléans and Manchester
amounted to SEK 529m and SEK 1,150m, respec-
tively, and was paid on 1 April and 1 July.

As a result of the integration work within
SCA's European tissue operations, the Group
closed capacity in the UK corresponding to
30,000 tonnes during the year.

To comply with the European Commission’s
conditions for the acquisition of the European
tissue operations, the Softis brand in Germany
and Austria was sold during the first quarter of
year together with the associated patents and
machines to the Italian tissue company Sofidel.
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Other Group information

Environmental impact
SCA conducts 14 operations for which a permit
is required and six that are under obligation to
submit reports in Sweden. Operations for which
permits are required or reporting is mandatory
account for 17% (17) of the Group's net sales.
Six permits relate to the manufacture of pulp
and paper. These operations impact the environ-
ment through emissions to air and water, solid
waste and noise. Seven permits relate to the pro-
duction of solid-wood and value-added prod-
ucts, and bicfuels. These operations affect the
environment through noise and emissions to air
and water. One permit relates to the manufaciure
of fuel pellets. This operation affects the environ-
ment through emissions to air and water, as well
as noise. The operations required to submit
reports comprise the production of corrugated
board packaging (three plants), EPS packaging
{two plants), and display packaging {one plant}.
The produgtion of corrugated board packag-
ing, EPS packaging and display packaging im-
pacts the external environment through emissions
to air and water and by generating solid waste.

Research and development

Research and devetopment costs amounted to
SEK 612m (585) during the year, which is equiva-
lent to 0.6% of the Group’s net sales. Research
and developrnent is conducted both centrally and
locally in the various business groups. The cen-
tral activities are carried out in the form of materi-
als and technology R&D, while the local units
work with product development, often in direct
cooperation with customers,

Parent Company

The Group's Parent Company, Svenska Cellulosa
Aktiebolaget SCA (publ), owns most of the forest
land and other real estate relating to forestry
operations, and grants felling rights for standing
forest to the subsidiary SCA Skog AB. The Parent
Company is otherwise a holding company, whose
key tasks are to own and manage shares in a

number of business group companies and to
perform Group-wide management and adminis-
trative functions. In 2008, the Parent Company
had operating income of SEK 126m {142} and
reported a loss before appropriations and tax of
SEK 539 {foss: 418). During the year, the Parent
Company's net investments and divestments in
shares and participations in companies outside
SCA amounted to SEK Om {expense: 14). Invest-
ments in property and plant totatled SEK 176m
{120) during the year. Cash and cash equivalents
at year-end were SEK Om (0).

Treasury shares

In 2001, SCA issued a total of 1,800,000 shares
for cash in a private placement. The shares were
subsequently acquired by SCA to be distributed
to senior executives and key individuals included
in the employee option prograrmme described in
Note 7. Shares transferred during the year com-
prise shares that were redeemed by employees in
accordance with the rules in SCA's employee op-
tion programme, Feceived compensation for the
transferred shares constitutes the payments made
to SCA for the shares. Payments pertaining to the
total holding on 1 January 2002 and 31 December
2008, respectively, consist of amounts paid by
SCA for the shareholdings on the date in question.

Distribution of shares

During the year, 1,965,000 Class A shares were
converted inta Class B shares. The proportion of
Class A shares was 15.7% at year-end. As a result
of redemption of empioyee options, the number
of treasury shares decreased during the year to
2,767,605. Caleulated in accordance with IFRS
recommendations, the effects of outstanding em-
ployee option programmes represent a maximum
dilution of 0.01%, which is taken into account
when calculating earnings per share for the year.

Dividend
In light of the prevailing uncertainty regarding
trends in the economy and the uncertainty associ-

Holding of treasury shares

Number Nominal amount Percentage of share capital  Paid/recetved compenaation
Total holding 1 Jan. 2002 1,800,000 18,000,000 .78 18,090,000
Transferred in 2002 24,457 244,570 0.0 6,750,757
Transferred in 2003 65,426 654,260 0.03 16,972,803
Transferred in 2004 56,165 561,650 0.02 15,135,024
Transterred in 2005 51,669 516,690 0.02 13,496,430
Transferred in 2006 340,145 3,491,450 015 104,680,700
Transtesred in 2007 252,902 2,015,340 Q.09 62,751,653
Recefvad from 3:1 spht 2,154,576
Transferred in 2008 387,207 1,290,690 0.05 30,491,756
Total holding 31 Dec. 2008 2,767,605 9,225,350 Q.39 271,477
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ated with the financial systems, the Board of Direc-
tors has decided to propose a dividend of SEK 3.50
per share to the Annual General Meeting. This pro-
posal represents a reduction of SEK 0.80 per share
and represents 44% of earnings per share in 2008.
The dividend is expected to total approximately
SEK 2,458m (3,089). Accordingly, dividend growth
in the most recent ten-year period has amounted to
6%. The Board's assessment is that the proposed
dividend will provide the Group with the scope to
fulfitl its obligations and make the required invest-
ments. The record date for entitlement to receive
dividends is proposed as 7 April 2009.

Guidelines for remuneration to senior executives
The Board has decided to propose to the 2008
Annual General Meeting the following (unchanged)
gutdelines for determining salaries and ather remu-
neration for senior executives to apply for the period
following the Annual General Meeting. “Remunera-
tion to the CEQ and other senior executives will be a
fixed amount (base salary}, possible variable remu-
neration, additional benefits and pension. Gther
senior executives include the executive vice presi-
dent, business group managers and equivalent and
central staff managers. The total remuneration is to
correspond to market practice and be competitive in
the senior executive’s field of profession. Fixed and
variable remuneration is to be linked to the execu-
tive’s responsibility and authority. For the CEQ, as
well as for other senior executives, the variable re-
muneration is to be limited and linked to the fixed
remuneration. The variable remuneration is to be
based on the outcome of predetermined objectives
and, as far as possible, be linked to the increase of
value of the SCA share, from which the sharehoiders
benefit, In the event of termination of employment,
the notice period should normally be two years
should the termination be initiated by the company,
and one year, when inftiated by the senior executive.
Severance pay should nat exist, Pension benefits
are to be either defined benefit or defined contribu-
tion, or a combination of both, and entitle the senior
executive to pension from the age of 60, at the earli-
est. To eamn the pension benefits, the period of em-
ployment must be long term, at present 20 years.
When resigning before the age entitling to pension,
the senior executive will receive a paid-up pension
policy from the age of 60. The pension is not to be
based on variable remuneration. Matters of remu-
neration to the senior executives 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 2008 Annual
General Meeting. See also Note 7.




Sales and earnings

Net sales increased by SEK 4,536m compared
with the preceding year and amounted to SEK
110,449m (105,913}, Higher prices, primarily
for tissue and aquisitions increased net sales
by 5% or approximately SEK 4,857m.

Net sales

SCA's sales amounted to SEK 110,449m com-
pared with SEK 105,913m in the preceding year.
The increase was greatest in Tissue, where prices
were raised during the year. Sales of Personal
Care products alsc improved as a result of higher
prices, but growth was primarily volume-related.
Acquisitions contributed 3%, while the divest-
ment of packaging operations in North America,
the UK and Ireland, as well as the sale of the Softis
brand reduced net sales by 1%. The total sales
improvement due to higher prices, volume in-
creases and acquisition effects totalled SEK
5,875m. Exchange-rate fluctuations had a posi-
tive impact on net sales of 1%.

Earnings

Excluding the positive iterns affecting compara-
bility In the preceding year amounting to SEK
300m, operating profit declined by SEK 1,293m
and amounted to SEK 8,554m, compared with
SEK 8,847m in the preceding year. Tissue opera-
tions strengthened operating profit by 38%, whils
Personal Care, Forest Products and packaging
operations recorded reduced operating profit of
2%, 23% and 44%, respectively. Higher prices
and volumes failed to cffset the rise in manufac-
turing costs.

A better product mix and price hikes im-
proved earnings by SEK 2,400m, while the rising
cost of raw materials and energy adversely
impacted earnings by SEK 2,300m and SEK
1,200m, respectively. The contribution made to
earnings by the European tissue operations
acquired in 2007 amounted to approximately
SEK 400m in 2008.

Financial items rose by SEK 407m and profit
before tax declined by SEK 2,000m, amounting

Board of Directors’ Report
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to SEK 6,237m, a reduction of 24% compared
with the preceding year. The average tax rate for
current earnings was 16.0%. Together with non-
recurring items, mainly due to reduced corporate
income tax in Sweden, the Group's effective tax
rate was 10.2%. Profit for the year amounted to
SEK 5,598m, a reduction of SEK 1,563m com-
pared with the preceding year. Earnings per share
amounted to SEK 7.94.

Key figures

The Group’s gross margin amounted to 18.8%,
compared with 19.9% in the preceding year, and
the operating margin was 7.7 %, compared with
9.6% in 2007 {including items affecting compar-
ability). Return on capital employed amounted to
8%, compared with 11% in the preceding year,
and return on equity was 9% comparad with 12%
for the year-earlier period. The interest coverage
ratio amounted to 3.7, compared with 5.3 in the
preceding year.

Summary income statement

SEKm 2008 2007 2006 1 Sales growth

Net sales 110,449 105,913 101,439

Gross profit 20,765 21,101 18,071

Operating profit 2 8,554 10,147 8,505 o %
Financial items. -2,317 -1,910 -1,672

Profit before tax 8,237 8,237 6,833

Tax -£3¢ -1,078 -1,366 EBIT margin
Profit for the year 5,588 7,161 5,487

U The calculation of gross profit is pro-forma, based on the relation in 2008,

A nciuding items affecting comparability of SEK 300m.

ol

Operating profit and operating margin

Earnings per share after dilution
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Operating cash flow

Cash flow from current operations, that is oper-
ating cash flow after financial items and paid
tax, declined by 15% and amounted to SEK
3,810m (4,508). The decrease was mainly an
effect of a lower operating cash surplus for
Packaging and Forest Products,

Operating cash surplus was down 9% compared
with the preceding year and amounted to SEK
13,869m (15,286). Tied-up working capital was
tow and amounted to a negative SEK 19m {neg:
1,299}, despite the increase in inventories within,
among other areas, Personal Care products to
enable the regrganisation in production for the
new generation of baby diapers. Tied-up working

capital increased in Tissue primarily due to higher -

accounts receivables resulting from price hikes.
Both Packaging and Forest Products reduced
tied-up working capital. Despite the slight change
in working capital in the cash flow, working capi-
tal increased primarily as a result of exchange-
rate fluctuations and acquisitions. Working capi-
talin relation to sales remained unchanged at
11%. Current capital expenditures were some-
what higher than in the preceding year and
amounted to SEK 5,353m {5,165), slightly less
than 5% of sales. Current capital expenditures

in relation to planned depreciation declined and
amounted to 86% {92). The operating cash flow
declined somewhat and amounted to SEK
7,813m (8,127}

Financial items increased by SEK 407m and
amounted to an expense of SEK 2,317m (exp:
1,910). The increase was an effect of a higher net
debt and higher interest rates. Tax payments
were on par with the preceding year and amount-
ed to SEK 1,702m (1,719), Cash flow from current
operations declined 15% and amounted to SEK
3,810m (4,508).

Strategic investments and acquisitions
amounted to SEK 4,873m (5,887). The year's
expenditure pentained primarily to the second
and third part-payment for the European tissue
operations, the installation of the second paper
machine at the tissue plant in Barton, US, invest-
ments for the hygiene operations in Russia and
an increasea in holdings in the Chinese tissuve
company, Vinda. Divestments during the year
amounted to SEK 1,140m {2,852), mainly attribut-
able to the divestment of packaging operations in
the UK and Ireland. The dividend to shareholders
amounted to SEK 3,128m (2,939). Net cash flow
for the year was a negative SEK 3,023m (nega-
tive: 1,411).
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Net debt

Net debt at year-end amounted to SEK 47,002m
(37,368). Net debt was adversely impacted by
the net negative cash flow of SEK 3,023m, by the
market valuation of pension assets, pension obli-
gations and financial instruments of SEK 3,523m
and by exchange-rate fluctuations due to the
waakening of the Swedish krona of SEK 3,088m.
The debt payment capacity declined to 26% (35).

Operating cash flow, share of the Group

7
‘QJ

O Persongl Cara, 32%
[ Tissue, 31%

IR Packaging, 16%

3 Forast Products, 21%

Summary operating cash flow statement

SEKm 2008 2007 2008 Change
Operating cash sUrplus 13,869 15.286 1a123  Operating cash flow
Change in working capital -19 -1,209 ~794

Current capital expenditures, net -5,353 -5,185 -5672 ] @;L 0
Restructuring costs, stc. -684 —695 -1,353 A]
Operating cash flow o 18 8127 §.3D:1

Financial tems -2,317 -1.810 -1672 . . 3
Tox payments, fc. ress 1700 1680 Capital expenditures "
Cash flqw _frumAcumanl ugg_ragions _ 3pt0 }.SO_Q . g.TTL_’

Strategic investments, net 3733 -3,035 -1,234 0
Cash flow before dividend ki 1,473 1,528 /o

" Current capital expenditures
in relation to depraciation.

Operating cash flow by business area

Cash flow, Group

SEKm
3,200

2400 \/\

1,600

2004 2008 2006 2007 2008
= Persona) Cara Packaging ==
- Tissue Forest Products ==

Capital expenditures

BEKm
8,000 ]

6,400 - —
v

4,800

3,200

1.60¢

4] L L L) L] L
2004 2006 2006 2007 2008
O Strategic capital expenditures  Depociation accorng to plan ==
O Gurrent capital expenditures, net

SEKm
8,000

6,000

4,000

2,000 1

-2,000

—4,000 '

-8,000 [

-8.000

-10,000

-12.000

2004 2005 2006 2007 2008
O Dwestments Cash flow before divideng ==
3 Cash flow from current operations
I Strategic captal eqendires
O Company acquisitions
B Strategic resruciunng costs




Financial position

Assets and capital employed

The Group's total assets rose 10% compared
with the preceding year and amounted to

SEK 158,868m (145,050). Non-current assets
increased by SEK 8,552m, of which completed
company acquisitions contributed an increase
in goodwill of SEK 297m. Other tangible and in-
tangible assets rose by SEK 1,212m as aresult of
company acquisitions and declined SEK 1,025m
as a result of divested operations. Current and
strategic investments in fixed assets amounted
to SEK 8,378m and depreciations for the year to
SEK 6,199m. Exchange-rate fluctuations pertain-
ing to intangible and tangible assets increased
the value of assets by SEK 5,808m.

Current assets were up SEK 5,366m to SEK
42,603m (37,237) primarily as a result of increased
cash and cash equivalents, but also due to higher
working capital tied up in inventories and accounts
receivable.

Working capital amounted to SEK 11,818m
{11,623). Capital employed was 12% higher than
in the preceding year and totalled SEK 114,254m
(101,647). A distribution of capital employed by
currency is shown in the adjacent table.

The value in Swedish krenor of the Group's
foreign net assets at year-end was SEK 45,542m
(36,482).

Equity

During the period, consclidated equity rose SEK
2,973m to SEK 67,252m (64,279). Net profit for
the period increased equity by SEK 5,598m, while
dividends reduced equity by SEK 3,128m. Equity
decreased due to the remeasurements to market
value after tax of the net pension liability of SEK
2,385m, and financial instruments by SEK 782m.
Exchange-rate fluctuations, including net invest-
ment hedging in foreign countries and so forth,
increased equity by SEK 3,670m.

Financing

The Group's interest-bearing gross debt at year-
end amounted to SEK 52,029m (42,190). The
maturity period was 3.0 years. The increase in
gross debt was due to such factors as strategic
investments and effects from exchange-rate fluc-
tuations. Due to the turbulent financial market
during the year, the Group decided, as an extra
precaution, to increase cash and cash equivalents
by raising non-current financial borrowings.

Net debt at year-end amounted to SEK
47,002m, compared with SEK 37,368m at the
beginning of the year. The net cash flow was neg-
atively impacted by SEK 3,023m. Furthermore,

net debt was adversely affected by the market
valuation of pension assets and obligations, as
well as the market valuation of financial instru-
ments in the amount of SEK 3,523m. Exchange-
rate fluctuations resulting from the weakening of
the Swedish krona generated an upward adjust-
ment of net debt by SEK 3,088m.

Key figures

The debt/equity ratio was 0.70 {0.58) and the
visible equity/assets ratio was 42% (44}. Return
on equity {ROE) and capital employed (ROCE)
amounted to 9% (12) and 8% (11), respectively.

Board of Directors’ Report
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The capital turnover rate was 1.04 (1.10). At
year-end, working capital amounted to 11%
of net sales.

Capital employed, share of Group

3 Personal Cars, 10% (3

O3 Tissue, 35%

B Packaging, 25%
03 Forest Products, 30%

Consolidated capital employed by currency

SEKm 2008 % 2007 % 2008 %
EUR 41940 ar 34 847 34 32029 34
SEK 33623 29 31279 3 24929 26
uso 9298 B 6830 7 10475 11
GBP 7911 7 9835 10 10722 1
Other 21482 19 18736 18 17 207 18
Total 114 254 100 101 647 100 95362 100
The four largest currencies reprasent 81% (82) of consolidated capital employed.

Consolidated balance sheet

SEKm 2008 2007 2006 ROCE

Imangitie assets 23160 21616 20051

Property, plant and equipment 88411 80352 74670

Othex non-current assets 4784 5845 4349 %

Total non-currant assets 116 3685 107 813 68 070

Current assets 42603 a7 237 34474

Total assets 158968 145050 133544 Working capital P
Equity 67 252 64279 58963

Non-current liabilties 53008 34579 31249

Gurrent liabilities 38708 48192 43332 %

Total equity and Eabilities 158 968 145 050 133544

Working capital 11818 19623 2870 " Working capital es percen-
Gapital employed 114254 104847 95362 tage of net sales

Net debt 47002 37369 35399

Debt/equity ratio and debt payment capacity

Return on capital employed and equity

muttiple %
08 60
0.7 50

08 /\/ 0
bs M .

04 20
2004 2005 2008 2007 2008

= Debt/equity ratio, muttiple Debt payment capacity, % =

% 12
10
8
8
4
2
0 L - L)
2004 2005 2006 2007 2008
O Raturn on capital employed Return on aquty -
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Essentials for

keeping dr;

VIRG

Av.no. of employees, 15% "

90 % 9,

Capital expenditure®  Working capital

Operating profit, 32% "

12%

EBIT margin

Net sales, 21% ™

23,331 2,912

Sales, SEKm

Capital employed, 10% Y

28%

EBIT, SEKm ROCE®

A Working capital in
relation o net sales.

3 Capital expenditures in
relation to deprectation.

3 Raturn on
capitai employed.

" Share of the Group.

Personal Care

SCA offers incontinence care products, baby diapers
and feminine care products for the markets' quatity
segmenits. All three segments have a high development
rate and new products are launched continuously, The
company's products are sold under SCA's own brands
and retailers' brands and are distributed via retailers and
care institutions in more than 90 countries.



Personal Care
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Sales 2008: SEK 23,331m (22,101} +6%

Operating profit 2008: SEK 2,912m {2,960}

-2% .

Average no. of employees: 7,648 (7,176)

+7%

Production: 22 facilities in 19 countries

Strategic priorities:

¢ Develop SCA's world-leading position within
incontinence care

¢ Increase SCA's growth rate in fast-growing
markets in Eastern Europe, Southeast Asia
and Latin America

* Continue to gain in-depth insight into con-
sumer and customer needs and apply this
knowledge to product development and in-
crease the launch rate of innovative product
offerings

» Continuocusly enhance production and dis-
tribution efficiency

Targets: 5-7% organic growth, with 30% return

on capital employed over an economic cycle.

-

T ENA

g

Market position: SCA is one of the world’s larg-
est players in personal care products and the glo-
bal market leader in incontinence care products.
Brands: SCA has a valuable portfolio of global,
regional and local brands. The global Tena brand
is a world leader in incontinence care products
and is avai'able in more than 80 countries. In
baby diapers, Libero is the market leader in the
Nordic region and is displaying rapid growth in
Russia and parts of Eastern Europe. In South-
east Asia, SCA holds leading positions with the
Drypers brand and in South America with
Pequefin. Within feminine care, SCA is the mar-
ket leader in the Nordic region and in large and
rapidly expanding markets in Latin America. The
Libresse, Saba, Nosotras and Nana brands are
supported by SCA's global brand platform.
Innovation and product development: SCA
invests considerable resources in its efforts to
gain deep insight into consumer and customer

-t @D TS P S S O

needs and is continuously increasing its in-
vestments in research and product develop-
ment. The number of taunches of new and up-
graded products using more intensive market
communications is on the rise. The emphasis
is placed on function, costs, fit and design.
Production and business processes:
Production is continuously streamlined through
investments in new facilities and the moderni-
sation of existing facilities, which thereby
improve the cost structure and consequently
strengthen quality and operating refiability.
Since 2000, production in Europe has been
concentrated to seven modern plants, includ-
ing two new facilities in Eastern Europe, which
has resulted in significant cost reductions.
Sales channels: Products are distributed
through the retail trade and care institutions.

L
Nosohas

Strategy

Incontinence care

The top priority within incontinence care is main-
taining a high growth rate while strengthening
global market leadership in developed markets
and establishing leading positions in Eastern
Europe, Southeast Asia and Latin America. In-
creasing understanding and acceptance among
consumers is crucial with regard to incontinence,
a topic that is often surrounded by social taboos.
Demand is strengthened through information and
marketing supported by effective, comfortable
and easily accessible products. SCA aims to en-
hance its leading position through superior con-
sumer insight, innovative product development
and efficient preducticn.

Baby diapers

SCA plans to continue strengthening the favour-
able positions of its own brands in such mature
markets as the Nordic region, New Zealand and
selected markets in South America, as well as

in fast-growing markets in Eastern Europe, Russia

and Southeast Asia. Through the continued
development of high-quality product offerings
that offer excellent service and attractive prices,
SCA aims to strengthen its deliveries of retailers’
brands.

Feminine care

SCA holds strong, selective market positions in
Europe, Latin America, Australia and New Zea-
land and is focusing on growth in the fast-growing
markets in Eastern Europe and the Middle East.
Pads and panty liners are developed for the com-
pany's own regional and local brands, which are
supported by a global brand platform. Based on
in-depth consurmer and customer insight, SCA
pricritises investments in new product cencepts
and marketing and endeavors to strengthen its
competitiveness through continuous efficiency
enhancement and cost-efficient production in
such areas as Eastern Europe.

SCA's sales by product segment

O incontinence care, 55%
O Baby diapers, 28%

Wl Feminina care, 16%

SCA's sales to relatiers’ brands as 8 pro-
portion of otal sales:

Incontinence cara, 0%

Baby diapers, 34%

Ferminina cara, 6%

O

SCA's sales by region

O Europe, 69%

O3 Novth America, 11%
BB | atin America, B%
O3 Asia, 6%

R Australia, 4%

2 Cther, 2%
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Market

The global market for personal care products is driven by innovation, has annual sales of SEK
260bn and is growing at a faster rate than GDP. In developing countries, the use of alf product
categories is expanding as the level of disposable income increases and insight into the health
benefits of hygiene grows. In mature markets, baby diapers and ferninine care products have
achieved a high level of market penetration and a rapidly aging population drives demand for
incontinence care products. The industry is highty consolidated, with a small number of major
global players offering weil-known and dominant brands. in 2008, the European market was
characterised by continued positive demand and intense price competition. The strong rise in

demand continued in emerging markets.

SCA's market positions
North
Europe America Giobal
Incontinence care 1 3 1
Baby diapers 2 - 3
Feminine care 3 - 5

Incontinence care

Incontinence affects between 5 and 7% of the
world's population, resulting in a market totalling
SEK 50bn that grows by 6-7% annually. Europe
accounts for slightly more than 45% of the total
market and North America for approximately
30%. Market growth is driven by a higher pace
of innovation, high market penetration, an aging
population, increased household incomes and
growing wslfare requirements. Market penetra-
tion in emerging markets is low.

Institutional care and hornecare facilities
account for 63% of the global market, The main
focus is on supplying high-quality products com-
bined with qualified advisory services that simpli-
fy handling procedures and reduce costs for care
providers. The retail market is the fastest growing
segment and accounts for 37% of the glohal
market. SCA provides support through informa-
tion, advertisements and the development of
products that are increasingly discreet, easy to
use and effective.

Baby diapers

The total European market amounts to about SEK
35bn and is growing by 4% annually. SCA is the
second largest player in the market, with a share
of 14%. The Group holds a strong position in pant
diapers, an area that is growing faster than the
total market, and cumrently has a 15% share of the
baby diapers market. SCA’s Libero brand is the
largest brand in the Nordic region and is growing
rapidly in Russia and parts of Eastern Europe. In
Southeast Asia, SCA holds leading positions with
its Drypers brand, in South America with Pequedin
and in New Zealand with Treasures,

The most significant growth is occurring in Asia,
Latin America and Africa, where birth rates are high
and household incomes are increasing. More than
75% of children in the world under the age of two
still do not enjoy the practical and effective hygiene
provided by disposable diapers, which means that
there is significant future potential. SCA holds lead-
ing positions in Southeast Asia and parts of South
America.

Feminine care

The global market amounts to about SEK 90bn
and is growing by approximately 4% annually.
The European market accounts for about 25%
and is dominated by pads (50%¢}, while panty
liners and tampons each account for 25%. The
driving forces behind this market are a growing
number of women of child-bearing age and a
relatively low market penetration in fast-growing
countries, while growth is weaker in mature mar-
kets. SCA sells feminine care products in more
than 90 countries. The largest regional market is
Europe, where SCA is the third largest player. The
proportion of sales is increasing in Latin America,
Eastern Europe, the Middle East and Australia,
where SCA is tha market leader in several large
countries.

Mare information at www.sca.com

]

Incontinence care - global market shares

CI5CA, 27%

[ Kimberty-Clark, $0%

I Fst quality products, 7%
O Other, 56%

O

Baby diapers - SCA's regional market positions
{examples)

Feminine care - SCA’s regional market positions
(examples)

SCA's

position

Evrope 2
Nordic region 1
Russia 3
Eastern Europe 3
Colombia 2
Malaysia 1

SCA's

position

Europa 3
Nordic region 2
Austrabia 1
Mexioco 3
Colombia 1
Peru 2

Incontinence care - sales channels, global market

Baby diapers — brand categories, European market

Ferninine care - brand categories, European market

O Institutional and home care, 63%
O Ratail outlets, 37%
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O Manutacturers' branas, 77%
[} Retailers’ brands, 23%

a

O Manufacturers’ brands, 86%
X Retatiers' brands, 14%

ﬁ

Market cata is based on SCAs estimations,




Operations in 2008

Key events

« Decision to invest in expanded produc-
tion capacity for incontinence care

+ Decision to invest in a new facility in the
Moscow area

* New technology and a new generation of
products established for baby diapers

* New technology and product design for
incontinence care

Net sales rose by 6% to SEK 23,331m (22,101),
due mainly to an increase in volumes of about
5% and an improved product mix. Exchange rate
fluctuations had only a marginal impact on net
sales. Sales growth in mature markets totalled
3%, while in growth countries the increase was
15%, with particularly favourable trends in Eastern

Operating profit declined by 2% to SEK 2,912m
(2,960). The effects of improved volumes and an
enhanced product mix were offset by increased
raw material and production costs, a combination
that resulted in a somewhat lower operating
margin of 12.5% (13.4).

Operating cash surplus amounted to SEK
3,840m (3,955). Operating cash flow declined to
SEK 2,581m (2,918) as a result of a higher level
of tied-up capital and a rise in current capital
expenditures.

Capital expenditures amounted to SEK 1,685m
(920). To increasa production capacity for the
Tena Lady brand, which is encountering favour-
able demand in Eurcpe and the US, the decision
was taken to invest in the production operations
in Hoogezand in the Nethertands and Bowling
Green, in the US. To take advantage of the growth
opportunities in the Russian market, a decision

Board of Directors’ Report
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countries. SCA is developing products and up-
grading its product range for all sales channels
that are expected to maintain a high tevel of
demand.

Major investments in a new generation of
baby diaper products are expected to produce
results in the form of enhanced competitiveness
and growth opportunities, particularly in the large
markets in Eastern Europe and in Russia, where
a new facility will be put into operation in autumn
2009, The global brand platform for feminine care
products offers excellent conditions for contin-
ued growth in markets with low penetration rates
and high demand, such as Eastern Europe, Latin
America and Southeast Asia.

Europe and Latin America. Competition remains Koy figures
intensa in the retail sector. SCA retained its market  was made to establish a production operation for Group
shares during the year. personal care products in the Moscow area. This SEKm 2008  share, % 2007
Demand for incontinence care remained investment amounted to SEK 450m. SCA also Net sales 23,331 21 22,10
favourabte and sales of SCA's Tena brand in- decided to make additional investments to in- Onerating cash suplus 2,840 8 3955
. . . in worki -21
creased by 7%. Sales to the care sector, SCA's creasa the capacity for incontinence care prod- Changain working cap_'m‘ -3s3 210
. . L Current capital expenditures -910 17 ~748
largest customer segment, rose by 8%, despite ucts at its facilities in the Netherlands. Other changes in
continued intense competition, The retail segment The major shift underway to a new generation ~ operating cash flow -85 =73
demonstrated positive growth. The markets in of baby diaper products, resulting in extensive Operating cash flow 2,501 32 2@
Germany, France, Italy, Russia and Eastern Euro changes in production and logistics, had an ad- Operating profit a2 52 2860
Y o Y. pe g‘ P g» o Operating margin, % 12 13
were strong during the year. verse impact on sales and profitability. Capital employed 10,383 10 0289
Sales for baby diapers increased by 5%. ACCE, % 28 a2
Sales continued to increase substantially in South  The future Strategic investments
America, Malaysia and other growth countries. The leng-term potential of incontinence care plant and equipment =775 s -2
Sales of femini roducts rose by 4% ducts is considerable due to the agi restructning costa o -
' ales of feminine carelp LCts r y 4%, products is considerable due to the aging popu acquisitions/
primarily as a result of an improved volume trend lation in the mature markets, the low penetration dwvestments 0 -156
in Europe. rate and availability in heavily populated growth Average number of employees 7.848 15 7176
Net sales and operating margin Operating cash flow Operating profit and ROCE
SEKm 18 % SEKm SEKm ~ B %
r amy
20.000 M 15 3.000 —_ _ 3,000 _ I‘\ 0
_.l B ~
wooo ] L 1z 2,400 = M 2,400 2
12,000 2 1,800 1,800 18
800 B 1,200 1,200 12
400 3 600 600 8
o U U U U U 0 o W U 0 u u o o U W U U 0
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008
O et sakes Cperating margin == 0O Operating profit ROCE ==
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Net sales, 34% !

Operating profit, 26% "

38,380 2,375

EBIT, SEKm EBIT margin ROCE?

Sales, SEKmM

' Share ot the Group.

? Return on
capitat empioyed.

6% 6%

* Capital expenditures in
relation {o depreciation.

Capital employed., 35% ' Av. no. of employees, 33%

67 % 9

Capital expenditure  Working capitat

¥ Working capital in
retation 10 et safes.

Tissue

SCA oifers consumner tissue including toilel paper,
kitchen rolls, facial tissue, hanckerchiefs and napkins.
Producis are sotd both under proprietary and retailers’
brands. in the Away-From-Home {AFH} product segment
that encompasses hospitals and other healthcare institu-
tions, large warkplaces, restaurans and hotels, SCA
develops and sells complete hygiene solutions compri-
sing dispensers, lissue, service and maintenance.




Tissue
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Sales: SEK 38,380m (33,232) +15%

Operating profit: SEK 2,375m {1,724) +38%

Average no. of employees: 17,109 (15,433)

+11%

Production: 38 facilities in 18 countries

Strategic priorities:

« Continue to strengthen the global Tork brand
within AFH tissue

« Strengthen SCA brand positions for consumer
tissue and provide a clearer added-value
offering far retailers’ brands

« Continue focus on customer and consumer
insight, innovations, product development
and marketing

¢ Increase presence in emerging markets
mainly through proprietary brands

» Consolidate partnerships with leading whole-
saters and retailers

« Optimise the supply chain and enhance pro-

duction efficiency

—

TORK]

Z @

Target: 3-4% organic growth with a minimum

of 13% return on capital employed over an eco-
nomic cycle.

Market position: SCA is Europe’s largest and the
world’s fourth targest supplier of consumer tissue
and holds the number one position in Europe, and
number three position both globally and in North
America for AFH tissue.

Brands: In the consumer market, Tempo and
Zewa are the leading brands in much of Europe.
Zewa is also the clear market leader in Russia and
parts of Eastern Europe. Edet holds a solid posi-
tion in the Nordic region and the Netherlands, as
does Velvet in the UK. Tork, SCA’s global brand in
AFH tissue, is the largest in Europe and one of the
leading brands in North America,

Innovation and product development: SCAis
the market leader in innovation and product devel-
opment based on deep insight regarding the

needs and behavior of consumers and cus-
tomers. The focus of the company's activities
is on the development of materials and func-
tions 1o ensure a broader selection, enhanced
strength, softness and absorption capacity.
In collaboration with customers, SCA develops
complete service offerings for product devel-
opment, a broader range, design, marketing
and logistics that are cost efficient and add
value for suppliers and retailers.

Production and business processes:
The integration of the European tissue oper-
ations acquired by SCA is centinuing on
schedule. Manufacturing and logistics are
enhanced through the relocation of produc-
tion and investments in more efficient facili-
ties, combined with the discontinuation of
unprofitable capacity.

Strategy

The ability to understand the future demands of
customers and consumers is a fundamental strat-
egy for the creation of lasting value for all stake-
holders. SCA intends to increase investments in
innovation and product development, with a focus
on functionality, strength, softness, design and
service concept. n recent years, a large number
of new and upgraded products were launched
and the service level was raised. The strategic
focus over the past two years has been on the ac-
tion programme that aims to achieve a more cost-
efficient production structure and price increases,
combined with the integration of the European
tissue operations acquired in 2007. In the mature
markets in Europe, production was concentrated
to well-positioned and streamlined facilities.

AFH tissue

In the AFH segment, SCA delivers complete
hygiene concepts to institutions and companies.
These include tissue products, dispensers, soap
and services. SCA has a global strategy and a
global brand platform - Tork. This provides signif-
icant synergies, since there is little differencein
consumer and customer preferences with regard
to paper and dispenser systems. SCA focuses

on consumer and customer insight to enhance
business benefits through a high level of satisfied
customers. Thase are active in such areas as
healthcare, industry, offices, hotels and restau-
rants. Products are distributed via wholesalers
and service companies.

Consumer tissue

SCA offers retailers a compete range of products

within the highest quality segments under SCA’s
propristary brands and high-quality products for
retailers’ brands. SCA's target is to strengthen
brand positions in the mature European markets,
while maintaining the important market for retail-
ers' brands. The rapidly expanding markets in
Eastern Europe are strongly brand defined. SCA
focuses on capitalising on the opportunities in
prieritised growth markets and is market leader
in such countries as Russia and Colombia.

For a number of years, SCA has been working
with a full-service offering that includes produc-
tion and delivery, as well as service cooperation
for product development, product range, design,

marketing and logistics. This service concept has

been well received by the leading European retail
chains.

SCA's sales by product segment

3 Consumer tissue, 64%
3 AFH tissus. 36%

SCA’s sales by region

£ Europe, 56%

O3 North America, 17%
1B Austraka, 7%

D Latin America, 7%
B Cther, 13%

Of
N
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Market

The global market for consumer tissue is valued at approximately SEK 300bn annually and itis
growing at a faster rate than GDP. Europe represents one quarter of this amount and has growth
of about 3% per year. There is a higher rate of growth in Eastern Europe than in more mature
markets in the west as a result of arise in disposable incomes and an increased usage of tissue
products. The global market for AFH tissue totals about SEK 100bn, of which North America
and Western Europe each account for about a third. In this segment, the market is expanding by
about 2% in Western Europe, somewhat less in the US and by a significantty higher rate in the rest
of the world. in 2008, demand for consumer lissue was stable in mature markets and continued
to increase in growth markets. For AFH tissue, demand was stable in Europe in 2008. Demand
fromt the hotel and restaurant segment in the US declined, while it remained stable in the fast-

food food segment,

SCA’s market positions
North
Europe America Global
Consumer tissue 1 - 4
AFH tissue 1 3 3

Consumer tissue

Consumer tissue includes toilet paper, kitchen
rolls, facial tissue, handkerchiefs and napkins.
SCA is the largest supplier in Europe with a market
share of 25% and has a leading position in the
rapidly expanding Bussian market. SCA is the
second largest producer in Latin America and
maintains strong positions in such growth markets
as Colombia, Chile and Ecuador, and the major
Mexican market. In Australia and New Zealand,
SCA is the market leader, SCA selis approxi-
mately 50% of its products under its proprietary
brands and the remainder under retailers’ brands.

Brand categories, European market

3 Manutacturers” brands, 49%

1 Retaders; brands, 51% C)

Market shares - Consumer tissue,

C\
J

Product breakdown - Consumer tissue,
European market

03564, 25%
O3 Kumberly-Clark, 13%
2 Georgia-Pacific, 12%
O Gther, 50%

O3 Toilet paper, 59%
D iitchen rolls, 20%
@ Hanokerchiefs, 14%
5 Napking, 7%

AFH tissue

Preduct groups within the AFH segment are
paper towels, toilet paper, napkins, facial tissue,
dispensers and tissue products used in industry.
SCA has a strong global presence, with a market
position among the top three, and is the market
leader in Europe with the Tork brand, which was
introduced in the US in 2008. Through this move,
the Group took the step toward a fully developed
global platform for development, production and
marketing in the AFH area. Tork is now sold in

80 countries worldwide.

SCA is the largest supplier of AFH products
in Europe, with a market share of approximatsly
17%. It holds the number three position in North
America with a market share of about 18%.
SCA's market position is particularly strong in
the restaurant sector where every second napkin
is supplied by SCA. Outside Western Europe and
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the US, market representation remains relatively
low with considerable growth potential.

The majer customer categories are as follows:
hotels, restaurants and catering (HoReCay), offic-
es, industry and healthcare. The highest growth is
within HoReCa, driven by growth in travel, tourism
and the success of fast-foed chains. The office
and industry segment grows in pace with the
economy and the general business trend.

Products are distributed by wholesalers and
service companies. Consalidation is taking place
at the customer stage, which combined with an
increase in outsourcing, is resulting in larger
global players in wholesaling, manufacturing,
service companies, and hotels and restaurant
chains. This consolidation benefits major compa-
nigs, such as SCA, with a global brand platform.

Market shares — AFH tissue, Europe
Market shares - AFH tissue, North America

Market data is based on SCAS estimations.

O SCA, 17%
O Kimberly-Clark, 16%
BB Georgia-Pacific, 12%
3 Other, 55%

O8cA, 19%
03 Kimberly-Clark, 26%
Ml Goorgia-Pacific, 28%
D2 Other, 27%




Operations in 2008

Key events

* Price increases were implemented

+ Strengthened brand positions for
consumer tissue

* Integration of acquired European tissue
operations proceeded as planned

+ Closure of 30,000 tonnes of tissue
capacity inthe UK

* Decision regarding a new tissue machine
in both Mexico and Colombia

Net sales rose by 15% to SEK 38,380m (33,332).
Sales increased by 10% as a result of acquisi-
tions. Price rises boosted sales by 6%, while
exchange-rate fluctuations had a negative impact

Operating profit rose by 38% to SEK 2,375m
(1,724). Intensive efforts to enhance earnings
and profitability yielded favourable results. The
improvement is attributable to acquisitions and
higher prices, which were offset by increased raw
material and energy costs. Work on cost savings,
streamlining and efficiency enhancements was
pricritised during the year. This involved the relo-
cation of production to more efficient units, the
coordination and restructuring of purchases,
improvements to the raw material mix, invest-
ments in quality-enhancing measures to support
price increases and a more effective analysis of
customer profitability.

Operating cash surplus amounted to SEK
4,446m (3,913} and the operating cash flow
totalled SEK 2,434m (2,404). The improved
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The future

The intensive work focused on restoring profit-
ability will continue with undiminished vigour. High
priority has been assigned to pricing strategy,

at the same time as lower costs for raw materials
and energy offer hope of a better cost scenaric.
SCA will increase the pace of innovation and
strengthen the production structure and custormer
service. Potential for continued growth in con-
sumer tissue is favourable, particularly in growth
markets, while development in the AFH segment
is deemed stable.

on net sales of 1%. In growth markets, sales operating cash surplus was offset by arisein Key figures
increased by 18%. tied-up working capital and somewhat higher Group
U
The strategy of strengthened customer rela- current capital expenditures. SEKm 2008 share,% 2007
tions, improved service levels, a higher pacein Net sales 38,380 34 33,332
product innovations, product development and Capital expenditures amounted to SEK 2,976m  Operaling cash surpius 4,446 82 3913
. . . s i { i - 7
product launches contributed to a healthy sates {2,002) and included a decision to invest SEK Changein M{ufklng caplltal 292 172
X L, i . R . A Current capital expenditures -1,460 27 -1,426
trend for the business area. SCA maintained its 1,525m in a new tissue plant in Mexico. To satisfy  ner changesin
dominant market position in the significant napkin  the strong rise in demand, a decision was taken operating cash flow —260 -255
segment in the US. In the AFH segment, effortsto to invest SEK 420m in & new tissue machine in gpe",t'“g “:“ flow g';‘;’; ::5 f':‘;
. o . . \ tin t : .
improve the product mix in the global brand plat- a joint-venture company based in Colombia. In Oz:&ﬁg ::r;in % & 5
form Tork have yielded favourable results, giving conjunction with the integration work in Eurcpe, Gapital employed 36,568 a5 23,380
rise to increased market shares in the majority of capacity totalling 30,000 tonnes of tissue was ROCE, % 6 5
markets. The European tissue operations acquired  discontinued in the UK. The new tissue machine Strategic investments
were integrated according to plan and provided for the AFH segment in Barton, in the US, an plant and equipment -1.518 9 51
. R . . . . . restructuring Costs 0 -5
positive synergies. Price rises were implemented investment of SEK 1,000m, was started up during company acquistions/
to offset the substantial increases in the cost of the year and contributed to lower costs and higher  divestments -1.826 4,134
raw materiats and energy. paper quality. Average number of employees 17,108 33 15433
Net sates and operating margin Operating cash flow Operating profit and ROCE
SEKm 12 % SEKm - 1 SEKm _ 12 %
40,000 10 2,000 B 2,000 _ 10
32,000 - 8 1,600 [ 1,600 N B 8
24,000 ﬂ L 8 1,200 1.200 /, 6
-
16,000 a 800 800 4
£,000 2 400 400 2
0 L 0 0 L] L L 0 0

2004 2005 2006 2007 2008

O Net sales Operating margin =

2004 2005 2006 2007 2008

2004 2008 2006 2007 2008

3 Operating profit ROCE =
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Net sales, 30% ¥

33,441 1,493

EBIT. SEKm

Cperating profit, 17% "

49

Sales, SEXm EBIT margin

? KReiurn on ¥ Capital expenditures in

capital emploved.

™ Share of the Group.

Capitat employed, 25% "

6%

ROCE?

relation to depreciatien.

129% 10%

Capital expenditure ™ Working capital

“ Waorking capital in
relation to net sales.

Av. no. of empioyees, 4% Y

Packaging

SCA s a full-service supplier of packaging solutions
for a large numbser of applications, including consumer
and display packaging, shelf-ready packaging, custom-
ised protective packaging and transport packaging
magde from corrugated board, as well as an entire
service concept aimed at manufacturers, distrioutors
and retalers. Most of SCA's packaging is used for food,
consumer durables and industrial products,




Packaging
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Sales: SEX 33,441m (33,728)-1%

Operating profit: SEK 1,493m (2,651} 44%

Average no of employees: 22,828 (23,561)

-3%

Production: more than 200 facilities in

28 countries in Europe and Asia.

Strategic priorities:

« Implement rationalisation and efticiency
enhancements 1o achieve higer prefitability

« Increase the proportion of complete
packaging solutions

*» Lead development in the packaging
market through innovation and product
development

+ Capitalise on growth opportunities in
rapidly expanding markets and profitable
segments

Target: A minimum return on capital employed

of 10% over an economic cycle.

Market position: SCA is Europe’s second jargest
producer of corrugated board and container-
board and one of the largest producers of corru-
gated board in China, an extremely fragmented
market.

innovation and product development: SCA
develops complete packaging solutions. SCA's
aim is to adapt and optimise the functionality of
its packaging solutions based on logistics require-
ments and to deliver a complete solution for each
stage of the packaging chain. This simplifies the
packing and handling of goods and makes trans-
ports more efficient and cost effective. SCA is the
market leader within packaging design, which is
becoming an increasingty important competitive

tool, particutarty in the area of consumer
goods. The company’s aim is to create attrac-
tive opportunities for product display and to
strengthen brand recognition, which is a key
part of a product’s market communication.
Production and business processes:
Measures are currently being under imple-
mentation to streamline production and to
reduce capital tied up in machinery, goods
and flows. These initiatives are supported

by investments in modern equipment, more
efficient logistics and employee compsetence.

Strategy

With a combination of in-depth knowledge of
materials, modern packaging design and know-
how in the retail trade area, SCA is a full-service
supplier of packaging and packaging solutions.
SCA has developed three value offerings
that cover the full packaging chain of its custom-
ers, a cooperative approach that also includes
customers’ marketing and sales organisations:

» Packaging shall be a key part of market com-
municaticn and have an attractive design and
high-quality printing: Be seen.

« Cost-effective transport requires optimisation
of packaging space based on logistic princi-
ples, with an optimal strength-to-weight ratio:
Be moved.

= Customers' production must function seam-
lessly in the actual packaging process and also
throughout their internal distribution chain for
packaged goods: Be secure

Strengthening the company's leading position

within packaging innovation and design is a stra-

tegic priority for SCA. With 16 Design Centers

in Europe and Asia, SCA offers unique strategic

expertise and competitiveness. At SCA’s Design

Centers, new packaging solutions are developed,

and new technologies, material solutions and
design tools are tested in close cooperation with
customers.

As Europe’s second largest supplier of corru-
gated board packaging, SCA has a considerable
opportunity to consolidate within its own existing
structure, focusing on market segments featuring
products with high-value content. Efficient pro-
duction and distribution to strengthen cash flow
and profitability is also a priority.

In the fast-growing markets in Eastern Europe
and Asia, SCA is primarily seeking growth within
high-value segments, such as packaging solutions
for consumer electronics, car parts and other
high-quality consumer packaging, in which SCA
has achieved leading positions. SCA has some
17 facilities in Asia and 35 in Eastern Europe.

Over the |ast few years, a major programme
has been ongoing that involves the streamlining of
production and the closure of units to strengthen
competitiveness through cost-efficient production.

During the year, SCA divested its conventional
corrugated business in the UK and Ireland and is
thus focusing on more specialised high-value
segments in these markets.

SCA's sales by product segment

‘ '
O Conventional corrugatad < !n‘
W

board packaging, 70%
[ Consumer packaging, 16% G

I Protective packaging, 3%
[ Senvice, 6%

M Inciusirial packaging, 4%
* . Other, 1%

SCA's sales by region

O Eurcpa, 90% o\
[ Asa, 5%
M Cther, 5%
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Market

The European comugated-board market is valued at approximately SEK 200bn and generates an-
nual growth of 2-3% over a business cycle. While growth in transport packaging varies depending
on trends in the trade and manufacturing industries, demand for consumer-goods packaging is
more stable and follows consumption trends. SCA is the second largest piayer in Europe, with a
market share of 11%. The negative impact on the European corrugated-board market was signifi-

cant as a result of the economic slowdown in 2008.

Corrugated board

Needs-adapted and purpase-designed packaging
is a prerequisite for international trade and is thus
a crucial factor in ensuring the welfare of the global
economy. A current trend is to use the same pack-
aging to transport, market and sell its content. This
means that packaging is increasingly being used
for brand and market communication.

The two largest market segments for coru-
gated-board packaging are the food and manu-
tacturing industries, which account for approxi-
mately 40% and 30%, respectively. The largest
segment in the food industry is processed food,
followed by fresh food and beverages. Consumer
durables is another major market category.
Thanks 1o its market-leading position in innova-
tion and design, SCA is particularly strong in the
more advanced food and consumer-durables
segments. The Group holds large market shares
in the fast-growing area of internaticnal luxury
goods, which imposes strict demands in terms of

the quality and appearanca of packaging. SCA
also has favourable market positions within trans-
port packaging, often based on its long-term rela-
tions and cooperation with global and European
customers seeking partners for complete pack-
aging solutions, including logistics and design
solutions.

Since corrugated board is relatively bulky
and expensive to transport in relation to its value,
production is carried out in close proximity to
the customers’ production facilities. Tha level of
consolidation in the European market remains
low and there are a large number of small and
mid-sized producers. The production operations
of the five largest producers account for approxi-
mately 45% of the European market.

As a result of the slump in the economy in
2008, demand in the European corrugated board
market dropped sharply.

Comugated board, producers in Europe (capacity)

Containerboard, producers in Europe {capacity)

O smufit Kapea, 20%
OscA 1%
Il SAICA, 5%
O Mondi. 5%
T3 Other, 59%

N

g

Market data is based on SCA' estimations.
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Source: Poyry

Containerboard

SCA is Europe’s second-largest producer of
containerboard, with production operations

at seven mills, five of which produce recycled
qualities. Sirnilar to the corrugated-baard market,
the containerboard market is fragmented. The
five largest producers account for about 40%

of the total rearket in Europe. The decline in
demand in 2008 has meant that manufacturers
have not yet succeeded in reducing producer
inventories, which are significantly higher than in
the preceding year. This resulted in a fal in prices
during 2008.




Operations in 2008

Key events

= Sale of conventional corrugated board
business in the UK and Ireland to Spanish
company SAICA for EUR 125m

« Decision to close the containerboard mill
in New Hythe in the UK in 2010

« Continued restructuring work involving
streamlining

« Investments in France and Poland, and in
a new Design Center in Limoges, France

Net sales declined by 1% to SEK 33,441m

energy and transport costs. During the year, SCA
reduced its liner production by 149,000 tonnes,
which had a negative impact on earnings.

Operating cash surplus amounted to SEK
3,062m (4,058), and operating cash flow increased
to SEK 1,267m (1,150). The reduced operating
cash surplus and the increase in current capital
expenditure were primarily offset by a decline

in tied-up working capital, but also by lower pay-
ments for efficiency programmes.

Investments included a new corrugated board
mill in Nantes, France, a new Design Center
in Limoges, France, aimed at customers in the
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pressure on sales, earnings and margins in 2009
SCA is making long-term investments in devel-
oping its leading positions within advanced
packaging in high-value segments, in accord-
ance with its strategy to become a full-service
supplier of packaging solutions. These segments
have a more stable growth rate and will offer SCA
future expansion opportunities with favourable
profitability.

Key figures
{33,728). Adjusted for divestments of operations luxury segment, and the expansion of two pack- Group
in North America in 2007 and the UK and Iretand aging facilities in Poland. SEKm 2008 share, % 2007
in 2008, net sales rose by 3%. The increase is Net sales 33.441 30 33728
primarily attributable to a 3% price hike for corru-  Divestments included the conventional corru- of which intermal 675 489
. . . i 4,
gated board. Exchange-rate fluctuations had a gated board business in the UK and Irefand at a Operating cash surplus s.062 22 058
N ) . e Change in working capital 562 574
positiva effect of 2% on net sales. Demand for price of EUR 125m. This divestment will improve Current capital expenditures 2,118 39 -1911
corrugated board declined gradualty during the earnings and cash flow. SCA also decided to Qther changes in
second half of the year in all major markets dueto  close its containerboard facility in New Hythe in operating casn ”":’ —239 - '325:
. . . . . Operating cash flow 1,287 1 11
the Yveak economy and deteriorating demand, the UK, with a‘ capacity of 240,000 tonnes, in . Operating profi 1493 17 2661
particularty from the manufacturing industry. 2010, Accordingly, SCA is now concentrating its Cperating margin, % 4 a
Price pressure intensified as a result of the strain operations in the UK and Ireland on the more Capital employed 26,362 25 28,738
created by large stocks of containerboard hetd specialised high-valus segment. ROCE, % 6 10
by producers. Strategic investments
plant and equipment -267 9 —437
The future )
. § N . \ X . restructuring costs 9 -1
Operating profit declined by 44% to SEK SCA Packaging is an operating area that is sensi- company acquistions/
1,493m (2,651). Higher corrugated board prices tive to economic fluctuations and declining divestments 1,145 2699
were not sufficient to offset rising raw material, dermand can be expected to exert continued Average nurmber of employees 22,528 44 23561
Nat sales and operating margin Operating cash flow Operating profit and ROCE
SEKm 12 % SEKm SEKm 18 %
40,000 10 2,500 [ 2,500 B [ 1%
32,000 _ 8 2,000 2,000 = 12
L IAN 7 ‘
24,000 \ L 6 1,500 1,500 ™ 9
1" /
16,000 \ a 1,000 1,000 i 8
8,000 2 500 500 3
¢ LU B 0 o L U D 0 L] L 0
2004 2005 2008 2007 2008 2004 2005 2008 2007 2008 2004 2005 2008 2007 2008
B3 ot sales Operating margin == O Operating profit ROCE =
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Essentials for

keeping up-to-date

Net sales, 15% Operating profit, 25% *

16,710 2,207 13%

Sales, SEKm EBIT margin

Gapital employed, 30% ¥ Av. no. ot employees, 8%

7% 67 % 20%

EBIT, SEKm RCCE? Capital expencliiure®  Working capital

2 Return on
capital employed,

Y Share of the Group. 3 Capital expenditures in

relation to depreciation,

4 Working capital in
relation to net sales.

Forest Products

Farest Products offers its customers magazine paper,
newsprint, pulp, timber, solid-wood products, finished
woed components for building construction and furni-
ture manufacturing, customised wood products for the
bwilding trade. timber and biofuel.
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Sales: SEK 16,710m (18,744) -5%"

Operating profit: SEK 2,207m (2,870)-23%

Average no. of employees: 4,224 (4,092)

+3%

Production: 12 facilities in three countries

Strategic priorities:

* Implement rationalisation and efficiency
enhancements to achieve higher profitability

» Continue to shift towards increasingly devel
oped products in high-quality segments within
pubtication papers and solid-wood products

+ Continue to improve integration between for-
est and industrial operations

= |tilise the commercial strength of SCA's lead-
ing position in the environmental area, its use
of a renewable raw material and its recycleable
products

Target: A minimum of 11% return on capital

employed over an economic cycle,

Market position: SCA is the sixth largest publi-

cation papers manufacturer and one of the ten

largest wood product manufacturers in Europe.
SCA is Europe’'s largest private forest owner, with
a holding of 2.6 million hectares of forest, of which
2.0 million in cultivated.

Brands: New product brands include Luna, a
newly developed pulp grade with high absorption
capacity, and Grapho Verde, a high-quality maga-
zine paper with more than 50% recycled fibre.
Innovation and product development: Inno-
vation is a key component of SCA’s strategy to
shift its operations towards increasingly devel-
oped products in high-value segments. The prop-
erties of the company's publication papers are
developed continuously, enabling the product to
match a newspaper's or magazine's profile and
message.

Within wood products, SCA develops "Visible
wood”, products for interiors and carpentry.
“Developed wood” refers to products that are
customised for the next stage in the processing
chain and are supported by services and ware-

housing integrated into the customer's distribu-
tion and sales.

Production and business processes: SCA's top
priority is the implternentation of rationalisation
programrmes that also encompass distribution,
reducing capital tied up in inventories, machines
and flows, and reviewing administration, person-
nel requirements and purchasing. The operations
are integrated in a self-controlled production
¢hain from the company’s forest operations to
the sale of value-added products. The operations
are governed and controlled through such actions
as measuring delivery quality, customer and
employee satisfaction, 1SQ certification and third-
party certification of SCA’s forest management
and sustainability work.

* Net sales for 2007 include SCAs transport cperations in
the amount of SEK 1,202m. From 2008, sales related to
this business will ba recognised as other incoma, which
is why the percentage deviation given above does not
include this sales amount.

Strategy

SCA has achieved a long-term position as one

of Europe’s most profitahle producers of forest
products based on its in-depth consumer and
customer insight, innovative ability, efficient pro-
duction, high vatue-added products, integration
with SCA’s own wood raw material and a sustain-
ability perspective at all levels.

SCA specialises in the prime quality segments
within magazine paper: SC and LWC paper.
These grades of paper are used for magazines,
catalogues and advanced printed advertising,
which are all areas that offer favourable long-term
growth in the Western European market. This
focus on quality segments is supported by the
company's in-depth knowledge of pulp produc-
tion, as well as its capacity for innovation and
ability to select the right raw materials for specific
pulp and paper grades.

In the solid-wood products area, the strategy
is to grow toward more processed and custom-
ised components in markets that offer long-term
growth, SCA's own raw materials, production and
logistics expertise, and closer cooperation with
customers, generate competitive advantages.
SCA is a qualified supplier to the house building,
home turnishings and furniture industries for pan-
als, floors, windows, doors and furniture. Another
growing market is semi-industrial and industrial
wood input materials, which are delivered as

finished products in various lengths, dimensions
and quality of selected raw materials. Products
for the *do-it-yourself* market and the building
materials trade are delivered planed and pre-
packaged.

SCA works in closa cooperation with its cus-
tomers in its principal markets in Scandinavia,
France and the UK. In the eastern US and Japan,
SCA is a specialised supplier within a small
number of segments in severa! niche markets.

Integration of SCA’s own wood raw material
is a key aspect of the company’s strategy that
contributes to a stable cash flow and reliable
supplies and facilitates quality and cost control.
SCA's forest holding ts becoming increasingly
important as competition for timber raw material
in northern Europe intensifies and demand for
biomass from the energy sector grows. Having its
own logistics is part of the company’s integration
strategy for its loading and unloading terminals in
Swaeden and on the continent and for transports
on environmentally sound vessels.

SCA's forest assets are located in northern
Sweden, where the Group has built up an efficient
supply system for its own mills and sawmills.
The company’s forest holdings are managed on
a very long-term basis.

Forest Products' operations are primarily
based on renewable energy, including residual

products from felling. Self-generated process
power is increasing continuously. SCA has decided
to make a major investment in wind power in
cooperation with the Norwegian company Stat-
kraft. A total of 2,800 GWh of electricity annually
is planned from wind farms on SCA’s land in
Sweden,

SCA's sales by product segment
O C paper, 18%
CILWC paper, 18% 'a %

W8 Newsprint, 17%

DI Solid-wood products, 22%
W Timber, 14%
O Pup. 1%

SCA’s sales by region

T3 North America, 3% “
W Asia, 5%
0 Africa, 2%
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Market

The European market for publication papers amounts to SEK 130bn. Magazine paper accounts
for approximately 60%, while newsprint makes up the remainder. The newsprint market has a
stable volume trend over the business cycle, while magazine paper is growing by approximately
2%. The European market for sclid-wood products is valued at about SEK 130bn. In 2008, a
decline in housing construction was noted in all major European countries, which adversely
impacted the market for solid-wood products. The number of building permits indicates a
continued low level of activity and several sawmills have issued notice of termination of employ-
ment, while several plant closures are also in progress.

Publication papers

SCA sells publication papers in 40 countries. Its
principal market is Western Europe and major
publishers of newspapers and magazines. The
demand frend is weaker for newspapers than

for magazines, catalogues and advanced printed
advertising matter, which are SCA’s main business
focus. The magazine market has a higher long-
term growth rate and requires high paper grades
to achieve an attractive appearance and long
service life. Demand for publication papers is
sensitive to fluctuations in the advertising market.
The European advertising market gradually
weakened during 2008,

The European publication papers market is
highly consolidated. The five largest players have
a market share of 80% or more for most paper
grades. SCA is the sixth largest publication papers
manufacturer in Europe. SCA is the seventh largest
among manufacturers of LWC paper and fifth
among producers of SC paper and newsprint.

Publication papers definitions

Publication papers, producers in Europe (capacity)

LWC paper Light Weight Coated

A coated pape: with a high mechanical pulp content, Usad for
high-quality magazines and advertising materials with deman-
ding colour-printing requirements.

SC paper Supercalendered publication

A paper with a high-gloss surface and a high content of mecha-
nical and/or recyclad puip. Mainly used for catalogues, magazi-
nes and advertising materials.

Newsprint

A paper used {or newspapers that is based on mechanical pulp
from fresh wood fibre or recycied fibre.

O UPM-Kymimene, 23%
O Stora Enso, 20%

B Norska Skog, 12%
L Myltykoski, 10%

B Holmen, 7%

C3sCA. 6%

L3 Other, 22%

AN\

.
P\

Pulp, timber and solid-wood products
Forest Products has a pulp capacity of 515,000
tonnes. Approximately 40% of this capacity is
utilised within SCA for the production of tissue
and publication papers. The rermainder is sold to
axternal customers, The pulp market is exposed
to significant fluctuations in volume and price
due to intense international competition. SCA
has positioned itself in the high-quality segment
based on its excellent access to and expertise in
unique Jong-fibred Nordic wood raw material.
The European market for solid-wood products
armounts to approximately SEK 130bn, with
demand primarily coming from the construction
and house building industries, which are relatively
cyclical. SCA has further developed its operations
towards processed and customised semi-finished
products and components with high-value content
and mora balanced demand. SCA's sawmill

30 SCA Annual Report 2008

operations are the ninth largest in Europe.
The industry is dominated by many smal! and
mid-sized sawmills. The five leading suppliers
combined account for only about 22% of the
European market.

SCA is Europe’s largest private forest owner
with a total of 2.6 million hectares. More than
75% of this holding is used for the company's
own industrial operations, with approximately 5%
set aside to preserve important natural value.
The remainder comprises forests of low industrial
value. The company’s forests are managed
sustainably, which means that growth exceeds
felling, and are managed to the highest standard
according to the Forest Stewardship Council.

In Sweden, SCA’s industries capitalise on
the high quality of the raw material from its own
forests. In the southern UK, far from the forests
but close to Europe's largest concentration of

paper consumers, the jointly owned company
Aylesford Newsprint uses 100% recovered paper
in the production of newsprint. In Austria, ¢close
to the large forests of the alpine region and major
population centers, SCA utilises fresh fibre from
the forest and recovered fibre in the production of
high~-quality newsprint.

SCA is also one of Europe’s largest suppliers
of forest biofuels, including branches, tops, roots,
bark, sawdust, peat and such processed products
as pellets and briguettes. SCA BioNorr supplies
households and heating operations in Europe
with pellets. This market is growing by more than
20% annually and continues to have excellent
growth prospects, The company’s market share
in Sweden is approximately 10%.

Source: Poyry and Svebio




Operations in 2008

Key events

s Intensified efficiency enhancement
measures and cost-cutting measures to
achigve higher profitability

¢ New facility in Munksund for window
components

+ Decision regarding investment in the
sawmill in Tunadal

« Improvements made in the supply chain
to the construction industry and the
building materials trade to capture mar-
ket positions in closer proximity to cus-
tomers and consumers

Net sales declined by 5% to SEK 16,710m
{18,744), adjusted to reflect the fact that SCA's
transport operations were reported as other
income in 2008. Sales for the publication papers
business rose by 3% as a result of higher prices

same time as earnings from forest operations
improved. This resulted in a lower operating
margin of 13.2% (15.3). Efficiency enhancements
and cost-cutting measures were prioritised on
account of this deciine in profit. Toward the latter
part of the year, raw material and energy prices
dropped from the exceptionally high levels that
prevailed during the first six months of the year.

Operating cash surplus amounted to SEK
2,880m (3,798) and operating cash flow to SEK
1,697m {2,249). The decline in operating cash
flow was primarily related to a lower operating
cash surplus.

Capital expenditures amounted to SEK 1,426m
{1.231). A new component facility was started up
in Munksund, an investment that totalled SEK
93m. Production primarily comprises window
components for a major customer and involves
significant rationalisation and key steps to achieve
a higher rate of refinement. Several initiatives and
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strong position provides the company with appor-
tunities to capture market shares in a weak market.
Moreover, access to the company’s own wood
raw material and SCA’s environmental profile
promote long-term competitiveness. Innovation
and product development will continue, with a
focus on added value, customisation in segments
with favourable price trends and growth to achieve
a higher lavel of profitability. SCA's forest holding,
own supply of energy and focus on biofuel form
the basis of its continued sustainability work.

Work aimed at implementing SCA's wind
power investments also continues based on the
agreement the Group signed with the Norwegian
company Statkraft in 2007, The goal is to con-
struct wind power plants on SCA's land, with a
capacity of 2,400 GWh of electricity annually for
industrial operations in Sweden.

- . . . . Key figures
and volumes. The decline in demand for solid- projects were implemented during the year to
wood products accelerated as the recession took  establish even stronger market positions in closer g 2008 H::" p—
hold during the year and construction in Western proximity to customers, including improvements Nat sales 16,710 15 18,744
Europe declined. Sales of solid-wood products fell  made in the supply chain to the construction of which internal 1575 2,134
by 19% on account of lower prices and volumes.  industry and the building materials trade. Operating cash surplus 2.880 et 3%
The pulp market was also exposed to pressure as SCA also decided to make an invastment g:;r;g? " “,':a'lmg Cap,':j‘ ::?i . 1‘3?;
. R . R . Nt capl expench res -1
volumes declined and the price trend weakened. totalling SEK 210m in the sawmill in Tunadal, Other changes in
whera an automated sorting facility was installed. operating cash flow 83 —12
Operating profit declined by 23% to SEK 2,207m  This investment will cut production costs and Operating cash flow 1,697 21 2246
L ) . . S ) Qperating profit 2,207 25 2870
(2,870). Despite higher selling prices compared boost the production volume, while improving ting mergin, % 13 5
with the preceding year, profit generated by the quality and increasing the output of finished prod- ¢y emp,oyed' 30,964 30 26640
publication papers business declined due to ucts in relation to the amount of timber. The main ROCE, % 7 1
higher raw material and energy costs. Solid-wood  markets are Scandinavia, the UK and France. Strategic investments
products had a negative impact on profit due to piant and equipment -552 s 158
. . . . restructuring costs 0 0
lower selling prices and increased timber expens-  The future company acauisitions/
es. The operating profit generated by pulp opera- The intensive eftorts aimed at strengthening profit- dwestments -25 -137
tions was lower than the preceding year, at the ability continues. SCA Forest Products’ relatively Average number of employees 4,224 a8 4092
Net sales and operating margin Operating cash flow Operating profit and ROCE
SEKm 18 % SEXm SEXm 12 %
20000 15 2,500 2,500 / q 10
16000 p ] o 12 2,000 2,000 M 8
A
12000 8 1,500 1,500 8
8000 6 1,000 1.000 4
4000 3 500 500 2
¢ N L L L) 0 o L B 0 i | | | 0
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 20D 2007 2008
1 Notsales Operating margin == O Cperating profit ROCE =
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Raw materials, risk exposure

Main raw materials, energy and
transport 2008

Timber/chips
9.2 million cubic metres

44% from own forest, 56% purchased externally
Personal Care 0%

Tissue 1(5“/-.:- o

e R L

g —— =

- Packaging {-8_%

i*are-st_ F;roducls 72%

Market pulp

1.8 million tonnes

40% from own pudp mills, 60% purchased externally

Personal Car; 21@:.

Recovered paper

4.4 million tonnes

37% from own collection, 63% purchased externally

F;eréoﬁal Ear_e 0;’4{;

Energy

“r
Tissue 72% !

iissue 36% o I

Packaging 0%

Packaging 45%

Forest Products 7%

i

Forest Products 19%

28.7 TWh

23% from electricity, 47% from fossil fuels, 30 % from biofuels

Transport

34.4 billion tonne kilometres

70% by sea, 30% by other means of transport

Risk exposure

SCA is exposed to a number of risks that may
exert a greater or lesser material impact on the
Group. A natural part of SCA's activities is to
identify and manage these risks that might con-
stitute a threat to strategic, operational and finan-
cial objectives.

SCA's business focus and integrated struec-
ture entails lower risk and greater stability in earn-
ings and cash flow. The Group’s integrated raw
material flows generate a high level of stability in
the value chain, from forestland to finished con-
sumer products.

The table above shows the level of integration
in the vatue chain. In 2008, SCA was 44% self
sufficient in wood raw material. The wood fibre is
used to manufacture pulp, containerboard, publi-
cation papers and within sawmill operations. The
pulp is then used in the manufacture of tissue and
personal care products. Forest wasts is used in
biofuel operations. The energy generated in the
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production process is used internally or sold.
SCA is also a major player in the recovered fibre
market and in 2008 coltected 37% of the Group's
total recovered paper requiremant.

Risk management processes

SCA's risks are managed at various levels within
the company. SCA's Board decides on the Group's
strategic direction based on recommendations
from Corporate Senior Management. The main re-
sponsibility for long-term and overall management
of strategic risks also rests with Corporate Senior
Management, but a large part of risk management
is carried out at local level. Most operational risks
are handled by SCA’s business groups but are co-
ordinated by Senior Management and its corpo-
rate staffs. The tools for this work primarily com-
prise continuous reporting by the business groups
and the annual strategy process, which includes
risks and risk management as part of the process.

SCA has also established a corporate internal
audit unit, which ensures that the organisation
complies with the Group’s policies, for example,
as regards various types of risk management. A
description of the management structure within
SCA is provided in the Corporate Governance
Report on page 81.

SCA classifies its risks in three categories:
s Strategic

*  Qperational

* Financial

A description of the most important strategic and
operational risk is provided below, Financial risks
including financial risk manégement are outlined
in Note 2 on page 48. The Board's report on inter-
nal control of financial reporting, found on page
84, describes the risks related to the financial re-
porting.




Strategic risks

Risk

'+ Business environment risks

SCA is affected by political decisions and regulatory changes in 90 coun-
tries in which the Group conducts cperations. These relate to decisions
concerning price control, uncertainty in connection with new politicat
seadership or changes in financial policies. Another type of external risk is
ravised rules and regulations in the form of changes to tax rates, environ-
mental fees, the health insurance system and competition regulations.

Board of Directors’ Report
Risk exposure

Action

T

SCA seeks fo understand and manage these business risks by conducting
extensive monitarng of the business environment and through active partici-
pation in industry organisations.

ittt ——

| Changes in customer and consumer behaviour
]

Changed customer and consumer behaviour can have a negative effect
on demand for certain products and thus on profitability.

To minimise the risk that a possible competing substitute resulis in
reduced demand for SCAs products, there is continuous monitaring of
research and market development. SCA also conducts its own research
and development. Development work is often carried out in direct coop-
eration with customers, which makes it possible to notice changed cus-
tormer behavior at an early stage.

Environmental impact and climate change

- e
|
|

SCA's operations can have an impact on air, water, land and biological
processes. These effects may also lead to costs for restoring the
anvironment.

These risks are minimiged through preventive work in the form of certified
environmental management systems, environmental surveys in conjunction
with acquisitions, and decontamination projects when production facilities
are closed down. The matter of the economic effect of climate change is
growing in importance. SCA makes active efforts to reduce the Group's
environmental impact by reducing energy consumption and carbon-diox-
idde emissions. SCA provides a detailed description of environmental impact
and issues surrounding climate change in its Sustainability Report.

I Change in value of intangible assets

A less favourable perception of SCA as a company or SCA's brands may
axert a negative impact on the Group's earnings over time.

- ]
A

SCA makes every effort to avoid actions that might harm the Group’s good
reputation and has therefore drawn up a Code of Conduct, which is
described in its Sustainability Report. The Code summarises the Group's
appreach that a successful company is based on a combination of strong
financial results, environmental consideration and social responsibility. SCA
owns a large number of patents. By using a combination of confidentiality
agreements, professional secrecy clauses and contracts, SCA works con-

tinuously to strengthen the protection provided by patent, copyright and
trademark law.
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Operational risks

Risk

Dependence on major customers

A consolidation process is taking place in several of SCA's sales channgls
toward fewer, but larger, players, which ingreases dependence on individ-
ual customers. This increase in dependence can result in negative conse-
quences if SCA does not to fulfil the custormer demands placed.

‘ Ability to meet competition

SCA's competitors mainly comprise a small number of major international
players. The competitive situation has a direct impact on SCA's pricing
and sales volumas.

‘ Supplier risks

SCA is dependent on suppliers and their akility to deliver products at the
right time, with the right quality and price.

Raw material flows (including energy)

SCA depends on continuous and cost-efficient flows of such raw materi-
als as puip, wood fibre, recovered paper and energy for its operations.

Employee-related risks

SCA must remain an attractive employer in order to continue to ensure a
supply of competent and motivated employees.

Risks associated with fixed assets

SCA nas a large number of plants throughout the world, many of which
are in continucus operation. Interruptions to operations lead to disrup-
tions and costs.

Legal and administrative risks
Lengthy and expensive ktigation can have negative consequences for the

Group's reputation. Risks may also be associated with inadequacies in
administrative procedures,
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Action

SCA reduces its dependence on individual customers and customer
groups by selling to a number of different sectors. Operations outside
Europe are growing, which also reduces dependence on individual cus-
tomers, since the number of global customers is small. SCA works con-
tinuously on product offerings and marketing to ensure that it does not
losa important customer contracts.

SCA meets its competition by focusing on innovation, product develop-
ment, marketing and sales, and efficient manufacturing and logistics.
Research and development is conducted at a local and central level
within the areas of materials, technology and product development.

SCA has contracts with several suppliers and continuously enters inte
supply agreements covering various durations. The agreements ensure
delivery of a significant proportion of input goods at the same time as the
effects of sudden cost increases are restricted.

By applying SCA's integrated business model, risks associated with the
supply of and price fluctuations in raw materials are reduced. Price hedg-
ing of energy is described in Note 2.

SCA works with skills development for all categories of employees by
participating in labour market days and working tegether with recruitment
agencies to ensure that new skills are added 1o the company. A large
rumber of the Group's smployess are covered by collective agreements
and SCA endeavors t¢ maintain good refations with employees and their
representatives.

SCA has established a central staff function to develop loss-prevention
measures at the plants at the same time as Group-wide insurance solu-
tions for events such as fire or other disruptions have been introduced.

SCA continuously rmonitors its manufacturing processes and administra-

tive processes to ensure that products and operations comply with appi-
cable laws and regulations. Risks associated with inadequacies in internal
procedures are limited through contral and monitoring routines.




New environmental target

A new, ambitious carbon-dioxide target, sign-
ing the UN’s Glebal Compact and a pioneering
wind-power project are some of the highlights
of SCA's sustainability year 2008.

SCA established its first carbon-dioxide target as
early as 2001. This year, SCA took another step
forward with its new, guantifiable carbon-dioxide
target. By 2020, the Group will reduce its carbon-
dioxide emissions in relation to production by
20%, measured from 2005 levels.

This is an ambitious target in line with the EU’s
climate objectives. SCA is an energy-intensive
company and significant investments are needed
to achieve this environment target.

SCA works systematically to replace its use of
coal and oil with natural gas and biofuel. Another
way of reducing greenhouse-gas emissions is to
identify new sources of energy. The SCA and
Nerwegian company Statkraft's wind-power
project is an example of this. Once operating at
full capacity, the project is expected to generate
2,400 GWh of wind-power electricity per year.

Consultations were held with municipalities,
authorities, landowners and local residents in the
autumn. The general reaction was positive and at
the end of the year, Statkraft SCA Vind AB sub-
mitted its application to the Jémtland and Véster-
norriand County Administrative Boards for the
permission to construct 455 wind power plants in
six wind parks in central Sweden. If the applica-
tion is approved, construction is scheduled to
begin in autumn 2009.

During the year, SCA signed the United Na-
tions Global Compact. The Global Compact initi-
ative brings together more than 5,000 corporate
participants from 120 countries, who strive to-
ward adopting sustainable and socially responsi-
ble poficies. The initiative contains ten principles
on human rights, labour standards, the environ-
ment and anti-corruption.

The Global Reporting Initiative’s (GRI) guide-
lines have been applied to SCA’s Sustainability
Report at A-level and a detailed GRI index table

with comments is also available at www.sca.com.

A certain amount of sccial data has been exam-
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Sustainabitity

ined by PricewaterhouseCoopers, and environ-
mental data and the use of resources by Deloitte.
SCA’s Sustainability Report is available in
English and Swedish at www.sca.com and in a
printed version. The Sustainability Report is also
SCA's Communication on Progress, a document
required of all Global Compact signatories.

For more information:

« SCA's and Statkraft's wind-power project
www.vindkraftnorr.se

* SCA’s sustainabllity objectives and GRI report
www.sca.com/en/Sustainability/

s  Global Compact
www.unglobalcompact.org

[

Read more 2t www.SCa.com of in )
the SCA Sustainability Report, .

TORK WON ANTARCTIC CONTRACT THANKS TO STRONG

ENVIRONMENTAL PROFILE

High product quality and a strong environ-
mental profite worked to Tork's advantage
when the Antarctic research station operated
by New Zealand chose a tissue supplier.

SCA has supplied New Zealand's Antarctic
programme with tissue for eight years, and
in 2007 the contract was renewed. The con-
tract comprises the supply of toilet tissue
to the Scott Base Antarctic research station
and its offices in Christchurch, New Zealand.
Scott Base provides services and accommo-
dation for the many research groups that visit
Antarctica during the summer.

Michael Nottage, Purchasing Officer for Scott
Base, says that SCA won the contract because
it offers a “trusted quality brand™ and because
of “SCA’s environmental profile and its com-
pliance with the government of New Zealand's
sustainable procurement initiative (Govt3).”

Every year, the US and New Zealand competa in a rugby match on the ice outsida the Scott Base on Antarctica.

“When we presented ourselves |ast year, they
were also interested in the fact that SCA Tissue
Europe supplies tissue to the British Antarctic
bases. The British business was also won on the
basis of SCA's strong environmental credentials,”
says Tim Gunther, Account Manager at SCA
Australasia’s AFH division in Christchurch.

“SCA helps to reduce waste and storage
space, which are important in such an isolated
part of the world. No waste stays on the ice - it is
all shipped back to New Zealand for recycling or
disposal. Unfortunately, the research statien’s
limited sewage system is only able to cope with
one-ply toilet tissue - much to the disapproval of
some staff on the base,” says Tim Gunther.

In January each year, Scott Base orders paper
to last the entire year. The paper is shipped from
Christchurch, which takes about ten days.

SCA Annual Report 2008 35




Financial statements, Group

Income statement

2008 2007 2008 4

Group Note SEKm EURm " SEKm EURm" SEKm EURm"
Net sales 6 110,449 11,532 105,913 11,456 10%,439 10972
Cost of goods sold 5 -80,684 -9,362 -84,812 9,164 82,368 8,909
Gross profit 20,765 2,170 21,101 2,287 19,071 2,063
Sales and administration expenses 5 -12,236 -1,280 -11,303 -1,221 -10.591 -1,146
{tems affecting comparability 5 - - 300 az - -
Shara of profits of associates 25 3 49 5 25 3
Operating profit 8,554 893 10,147 1,088 8,505 820
Financial income 9 246 26 193 21 178 19
Financial expenses 9 -2,563 -268 -2,103 -227 ~1,851 200
Profit before tax 6,237 851 8,237 801 8,833 738
Tax 10 -£38 —67 -1,076 ~116 -1,366 —-148
Profit for the year 5,598 584 7.161 T75 5,467 591
Earnings attributable to:
Equity holders of the Parent Company 5,578 582 7,128 772 5437 588
Minority interests 20 2 23 2 30 3
Eamings per share
Earnings per share, SEK - aquity holders of Parent Company

before diution effacts 7:94 10:47 776

after dhstion affocts 7:.94 10:16 775
Deidend per share, SEK 3:502 4:40 4:00
Profit for pericd attributable to equity holders of the Parent Company 5578 7,138 5,437
Average number of shares before dilution, million 7022 FOTR:] 0.0
Warrants 0.2 Q0.4 0.4
Average number of sharas after dilution 7024 7022 T01.4
By business arsa Mot sples Operating profit
SEKm 2008 2007 2008 2008 2007 2006
Personal Cara 23331 22,101 21,272 2,912 2,960 2,799
Tissua 33380 33,332 31,336 2375 1724 1,400
Packaging 33,401 33,728 33,353 1,493 2,651 2.072
Forest Products 16,710 18,744 17,851 2,207 2,870 2,475

Publication papers 9,015 8,715 8,930 402 537 B18

Pulp, timber and solic-wood products 7.695 10,029 8721 1.805 2,333 1,657
Other 1,468 1,336 1,11 -433 =58 =331
intra-Group dediveries -2.881 -3,328 -3,364 = -
Total 110,449 105,913 101,439 8,554 10,147 8,505
" Awverage exchanga rate ol 9.56 (9.25, 9.25) was appled in ranslation to EUR.
2 Board proposal.
3 Operating profit for 2007 includes Other itams aftecling comparabiity in the amount of SEK 300m.
1 Cost of goods soid and Sales and administration expenses, etc. are pro-forma and prepared basad on the retation in 2008,
Consolidated statement of recognised income and expense

2008 2007
Equity sttributable to Equily attributabie to
aquity holdars of the Minority Total equity holders of the Minority Total

SEKm Parent Company intarasts equity Parent Company interests esquity
Income and expensas rocognised directly in equity
Actuarial gains and losses related to pensions, incl. payrol tax -3,335 13 3,322 1,236 -5 1,230
Available-for-sale financiai assets:

Losses from fair value measurement recognised in squity =599 -589 -255 -255

Transferred to income statement at sale 0 ¢ -34 -34
Cash fiow hedges:

Gains or losses from remeasurement of derivatives recognised in equity -312 =312 63 83

Transferred to income statement for the year 58 58 -25 -25

Transferrad to cost of hedged non-cument assets -5 -5 2 2
Translation differences in foreign operations 2,757 128 2,885 -17 40 23
Gains on heages of net investments in foreign operations 763 763 360 380
Tax on itemns recognisad diractly in/transfermad from equity 1,016 -3 1,013 =310 2 -308
Total transactions recagnised directly in equity 343 138 481 1,020 36 1,058
Profit for the year racognised in the income statement 5,578 20 5,588 7.138 23 7,181
Total income and expenses recognised for the year 5,921 158 8,079 8,158 59 8,217
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Financial statements

Group
' .
Operating cash flow statement, supplementary disclosure
2008 2007 2006
Group SEKm EURm" SEKm EURm" SEKm EURmM "
Operations
Net sales 110,449 11,532 105,913 11,456 101,438 10,972
Operating expenses -95,709 5,593 86,095 -9,312 —86,774 -0,386
Operating surplus 14,740 1,539 19,818 2,144 14,665 1,588
Adpstment for signiicant non-cash items -871 -93 —4,532 4190 -542 -59
Operating cash surplus 13,669 1,448 15,286 1,654 14,123 1,527
Change in
Operating receivatles 798 a3 -1867 -213 —1,407 -152
inventones 363 -38 -1,765 -191 -0 -87
Operating liabilities -454 -47 2,433 263 1,414 153
Change in working capital -19 -2 -1,299 -141 =704 -88
Current capital expenditures -5,363 -558 5,165 -559 5,672 13
Rastructuring costs, etc. -£84 -71 —685 -75 -1,353 —146
Operating cosh flow 7.813 818 8,127 878 6,304 882
Financial items -237 -242 -1,910 -207 -1.672 -181
Tax payments -1,702 -178 -1,719 -188 -1,770 -19
Other 16 2 10 1 =80 -10
Cash flow from current operations 3,810 388 4,508 447 2,772 300
Strategic investments, restructuring costs and divestments
Compary acquisitions -1,764 -i84 —4,545 -492 -323 -35
Strategic capital exoenditures, non-curent assets -3,108 -325 -1,342 -145 -935 -101
Strategic restructuring costs Q 0 0 o] -4 ~3
Tota! strategic investments —4,873 509 5,887 -£37 -1,282 =139
Divestmants 1,140 119 2,852 308 48 5
Cash flow from strategic restructuring costs, investments and divestments -3,733 -390 —3,035 -a29 -1,234 -134
Cash flow before dividend 77 ] 1,473 158 1,538 166
Sale of treasury shares 28 3 55 8 79 2]
Dwidend to shareholders -3,128 -327 -2,839 -318 ~2,625 -284
Nat cash flow -3,023 =316 -1,411 -154 -1,008 -109
Net debt
2008 2007 2008
SEKm EURmM" SEKm EURm " SEKm EURm"
Net debt, 1 January -37,368 -3,048 -36,399 —4,024 39,826 —4,226
Net cash flow -3,023 -316 -1.411 -154 -1,008 -109
ARemeasuremants taken to eguity -3,523 -368 1,013 10 2,426 262
Currency effects, etc. -3,088 334 ~571 120 2,008 49
Net debt, 31 Decamber 47,002 -4,298 -37,368 3,048 ~385,309 —4,024

'+ Average exchangs rate of 9.58 (9,25, 9.25) was apphed in fransiaton to EUR.
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Cash flow statement

2008 2007 2006

Group SEKm EURmM" SEKm EURm* SEKm EURmM*

Qperating activities

Profit before tax 8,237 651 B.237 890 6,833 739

Adjustment lor nen-cash iterns ¥ 4,812 502 4516 488 4,188 453

11,049 1,153 12,753 1,378 11,021 1,192

Tax payments. -1,702 -178 -1,718 -1B5 -1,770 -191

Cash flow from operating activities before changes in warking capital 9,347 975 11,034 1,192 8,251 1,001

Cash flow from changes in working capita!

Change in imentories -363 -38 -1,765 -191 801 -87

Change in operating receivables 798 83 -1,987 ~213 -1,407 -152

Change in operating liabilies -454 -a7 2,433 263 1,414 153

Cash flow from operating activities 9,328 a73 9,735 1,051 8,457 915

investing activities

Acauired operations ? -1,763 -184 -4,371 —473 =323 -35

Divestec operations ® 1,128 118 2,785 301 48 5

Investments in property, plant and equiprnent, and intangible assets ¥ -B,635 -901 -8.991 -756 -7,081 -766

Sale of property, plant and equipmant 210 22 502 54 503 55

L_pans granted to external parties =-1,171 ~122 =397 —43 -1,146 -124

Cash flow from Investing activities -10,230 -1,087 -8,472 =817 -7,999 =865

Financing activities

Sale of treasury shares 28 3 55 6 79 9

Loans raised 6,615 691 3.05 326 2.084 225

Dividend paid™* -3,128 -327 -2,93% -318 -2,625 -284

Cash flow from financing activities 3,515 367 131 14 -482 -50

Cash flow for the year 2613 273 1,304 148 -4 Q

Cash and cash equivalents at ihe beginning of the year 3,023 319 1,599 177 1,684 179

Exchange differences in cash and cash equivalents 102 68 30 -6 -81 —2

Cash and cash equivalents at the and of the year ? 5,738 524 3,023 319 1,599 177

* Average exchanga rate of 9.58 {9.25; 9.25) was applied in translation to ELIR.

* tnchuding dividends Lo minonty.

1} Adjustment for non-¢ash iterns, SEKm 2008 2007 2008 3) Discantinved operations, SEKm 2003 2007 2006
Depreciation and impairment of non-current assets 8,211 8,719 6,185 Non-current assets 1,018 117 19
Fair value measurement of forest assels -720 5645 =304 Operating assets 867 7 1B
Unpaid relating to efficiency prograrme - 1,331 - Cash and cash equivalents 19 -2 -
Payments relating to efficiency programme, previously Nen-current assets held for sale - 2,385 -
recognised as kabilities 616 684 -1.353 Net debt exed. cash and cash equivalents -1 &7 -
Other =53 ~205 -340 Provisions =219 -26 -
Total 4,812 4,516 4,188 Operating liabililies 521 _ap2 -2

Liabilitias held for sale - -58 -

2 Acguired operations, SEKm 2008 2007 2006 Minority interests -6 -7 -
Non-currant assets 1,487 3,064 121 Gainvloss on sale 0 28 23
Operating assets 132 347 o) Purchase price received 1,148 2,778 48
Cash and cash equivalents 1 87 85 Less unpaid purchase price - -5 -
Provisions 123 o0 ] Cash anc cash equivalents in Givesied operations -39 12 -
Net debt excd, cash and cash equivatents -1 174 - Effect on Group's cash and cash equivalents,

Operating lisbiities _38 a7 29 Discontinued operations 1,129 2,785 43
Minority interests - 10 43
Fair value of net assets 1,460 3,247 309 4} Investments in property, plant and equipment and intangible non-current assets
MNegative gootwil disscived in income statement - -18 - irvestments in property, plant and equipment and irangiole non-cumerd assets and polcgical
Goochwil 297 1,162 150 assels during the year totalled SEK 8,67 1m (7,009; 7,110} of which SEK 36m {18; 26) was
Acquisition price 1757 4391 458 fanced through finance leases.
Acqusition price -1.757 4,391 _459 5) Cash and cash equivalents, SEKm 2000 2007 2006
Unpaid purchase price for ecquisitions _ a 75 Cash end bank balances 1,462 1,681 1,280
Settied debl pertaining to acauisitions in earfer years -7 B 24 Shert-torm investments, matyity <3 months 4278 1042 @ 19
Cash and cash equivalents in acquired operations 1 a7 85 Total - 5738 3023 1569
Effect on Group's cash and cash equivalents, acquisition The Group's total liquidity reserve at year-end amounted to SEK 12,343m {10,163; 10,497).
of operations -1,763 —4,371 -322
Interest pald, SEKm 2008 2007 2008
Interast paid -2.008 -1822 -1.747
Interest received 170 118 73
Total -1,8268 -1,704 -1,674

38 SCA Annua! Report 2008




Financial statements

Group
Correlation between cash flow statement and
operating cash flow statement. Supplementary disclosures
Cash flow from operating activities Cash flow for the year
SEKm 2008 007 2008 SEKm 2008 2007 2006
Cash flow from operating actiities 9,328 9,736 8,457 Cash fiow for the year 2613 1,394 -4
Less Less
Strategic restructuring costs 1 - 24 Payrment of loans to extemnal parties 1,171 397 1,148
Adid Amortisation of debt - - -
Current capital expenditures -5,353 -5,165 -5672 Loans raised 6,615 -3,015 -2,084
Accrued intares! -168 -52 -37  Add
Cash flow from current oparaticns as shown in Net debt in scquired operations 10 -107 -
the Operating cash flow staternent 3810 4,508 2,772 Accruod interest —166 52 a7
Investments through finance leases —36 -18 -23
Cash flow from investing activities :‘t:tt:;nltlow according to Operating cash flow 023 1411 1,008
SEKmM 2008 2007 2006
Cash flow from invasting activities -10,230 -8,472 -7.999
Less
Current capital expenditures 5,353 5,165 5672
Payment of loans to external parties 1,171 397 1,146
Add
Strategic restructuring costs -1 - -24
Net dedt in acquied and discontinued operations 0 107 -
Investments financed via leasing 36 -18 20
Cash flow from strategic investments,
restructuring costs and divestments according to
Operating cash llow statement =3,733 -3,035 -1,234
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Group

Balance sheet

31 Dec. 2008 31 Dec. 2007 31 Dec. 2006
Group Note SEKm EURm" SEKm EURm" SEKm EURmM1)
Assets
Non-current assets
Goodtwil 11 19,374 1,772 18,161 1,918 16,997 1,879
Cther intangible assets 1 3,786 346 3,455 385 3,054 338
Buildings, land, machinery and squinment 12 63,700 5825 56,447 5,965 58,588 8,256
Biological assats 13 24,711 2,260 23,905 2,526 18,082 1,899
Participations in associates 14 983 90 950 100 439 49
Shares and participations 15 73 7 63 7 79 ]
Surphus in funded pension plans 26 843 7 2,137 226 1,419 157
Non-current financial assets 18 1,656 151 1,526 151 1,55t 17
Deferred tax assats 10 1,073 98 1,042 10 718 78
Other non-curment assets 166 15 122 13 143 16
Total non-current assets 118,365 10,641 107,813 11,302 99,070 10,952
Current assats
Inventories 19 13953 1276 12,780 1,350 10847 1,199
Trade receivables 20 17,483 1,599 16,821 1,778 15,289 1,690
Current tax assets 10 682 62 570 60 563 62
Other curent receivables 2% 3,998 366 3,622 383 3.208 355
Current financial assets 22 542 59 366 39 409 45
Non-current assets hedd for sale 23 102 9 55 6 2,558 283
Cash and cash equivalents 22 5,738 524 3,023 39 1,599 177
Total current assets 42,603 3,895 37,237 3,935 34,474 3,811
Total assets 158,968 14,536 145,050 15,327 133,544 14,763
Equity and Habilities
Equity 24
Share capita! 2,350 215 2350 248 2,350 260
Other capital provided 6,830 625 6,830 722 6,830 755
Reserves 3.580 327 842 89 799 88
Retained earmings 53,690 4,909 53,568 5,660 48,320 5342
Attributable to aquity holders of the Parent Company 66,450 6,076 63,500 6,719 58,200 6,445
Minofity interests 802 73 589 73 664 73
Total equity 87,252 6,149 64,270 6,792 58,963 6,518
Non-current liabililes
Non-current financial kabiities 25 38,859 3.553 20,247 2,139 16,852 1,863
Provisions for pensions. 26 3,443 315 1,987 210 2,793 309
Deterred tax liabiities 10 9,849 a1 11,343 1,199 10,931 1,208
Qther non-current provisicns 27 843 59 a69 92 516 57
Chher non-current kabilities 28 214 19 133 14 157 17
Total nen-current liabilities 53,008 4,847 24,579 3,654 31,249 3,454
Current liabllities
Current financial liabilties 25 13170 1,204 21,943 2,319 21,537 2,381
Trade payablas 14,156 1,294 13,526 1,429 12,332 1,363
Tax babiities 10 189 18 597 63 800 a8
Current provisions 27 1,052 96 1,165 123 1,183 128
Other current liabdities 29 10,131 92§ B,961 947 7.455 824
Liabilities hekd for sale 23 - - - - 55 7
Total current liabilities 38,708 3,540 46,192 4,881 43,332 4,791
Total equity and liabilities 158,968 14,538 145,050 15,327 133,544 14,763
Contingant liabilities and pledged assels, see Notes 30 and 31,
Capital emnployed 114,254 10,447 101,647 10,740 95,362 10,542
Net debt 47,002 4,298 37,368 3,948 36,399 4,024

" Ciosing exchanga rate of 10.94 (9.46; 9.05) was applied in translation to EUR.
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Financial statements

Parent Company
' '
Financial statements, Parent Company
Income statement Cash flow statement
SEKm Mote 2008 2007 SEKm 2008 2007
Administrative expenses 32,33, 34 461 =513 . -
Other oparating incore 126 14z Operating activitles
. Profil after financial items -539 -418
ther oporating < ~126 142 diustment lor non-cashiterns ¥ i3 190
Operating profit —461 -513 = gy
Financial items 35 Tax payments 0 -9
Income from participations in Group companiss 2,254 1,686  Cash flow from operating activities before
Income from participations in other compariies _ 5 changes in working capital -671 =237
Interest income and simiar proftAGSS fems 153 273 Cash flow from changes in working capital
Interest expenses and similar charges —2,485 -1,869 Change in operating receivables F) 935 537
Tatal financial iterns -78 B Changain operating iabilties ? ars —_ag4
Profit after financis) items 539 418 Gash flow trem operating activities =111 -184
Appropeiations 36 -8 -4
Taxes 37 808 605  Investing activities
Profit for the year 261 183  Company acquisitions ® -5,738 -
Invesiments in non-current assets -118 -116
Sale of financial assets - 19
Sals of property, plant and equipment 26 13
Repayment of ioans 5,768 -
Cash flow from invasting activities -42 -84
Financlng activities
Sale of treasury shares, atc. 30 62
Loans raised 3212 2,093
Dividend paid -3,089 2,807
Cash flow from financing activities 153 248
Cashlow for the year 0 0
Cash and cash equivalents at the beginning of the year 0 0
Cash and cash equivalents at the end of the year ¥ 0 1)
1 Adjustment for non-cash itams 2008 2007
Depreciation of non-current assets 47 48
Change in accrued items -133 a4
Unpaid relating to efficiency programme 3 26
Payments relating to efficiency programme, previ-
oushy recognised as liabilities -25 -1
Qther -24 43
Total -132 190

2 Deatings of the Parent Company with the Swadish subskdiaries netating 10 Lax ane reported as Change in

operating receivables and operatng labilities, respectavely.

3 Acquisibons made from ather SCA compary.

% Tha company’s current account is & subsidiary account and is recognisad in the balanca shaet as liabik-

14as 1o (recevables from) subsidianes.

Supplementary disclosures

Interest and dividends pald and received 2008 2007
Dividends receied 2,254 1,686
Interast paid -2 644 -1,634
Interest received 180 300
Total -210 352
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Parent Company

Balance sheet

SEXm Note 31 Dec. 2008 31 Dec. 2007 SEKm Note 31 Dec. 2008 31 Dec. 2007
Assats Equity, provisions and liabilities
Fixed assets Equity 43
Share capital 2,350 2,350
Capitalised expenditure for development costs Z 5  Statutory reserve 7,283 7.283
Tangible fixed asasts 38 2 5  Revalation reserve 1,363 1,363
Totat restricted equity 10,996 10,996
Buildings and land 6,326 6,203 Retained earnings 6,980 9,313
Machinery and eguipment 2 2 Proft for the year 261 183
Property, plan! and equipment 39 6,328 5,205  Total unrestricted equity 7,241 9,498
Total equity 18,237 20,492
Shares and participations 40 62,506 56,668  Untaxed reserves 36 138 128
Interest-bearing receivables i32 120
Interest-bearing receivables from subsidiarias - 5783  Provisions
Financial fixed agasts 62,538 62,576  Frovislonstor taxes £l 181 980
Total fixed assets 66,868 €8,786 Provisions for pensions 44 419 341
Other provisions 45 - 9
Current assets Total provigions 580 1,330
Receivables from subsidiaries 41 1,580 1,447
Tax assets 37 18 18 Long-term liabilities
Other curent receivables 42 123 130 Other long-term abilities 0 o
Cash and bank balances o g  Totallong-term liabilities [\] o
Total current assets 1,731 1,604 Gurrent liabilities
Total assets 5% 030 | aiities 1o subsidiaries 41 51,544 48279
Account payables 27 22
QOther current Eabilities 46 75 139
Total current liabilities 51,646 48,440
Total equity, provislons and liabilities 70,588 70,390
Contingent iabilties 47 50,855 41,983
Pladged! essets 48 636 622
Change in equity (Mote 43)
Profit brought forward and
SEKm Share capltal Statutory reserve Ravaluation reserve profit for the year Total squity
Equity at 31 December 2006 2,350 7,283 1,363 11,930 22926
Group contributions 177 177
Tax effect of Group contsitutions. ~-50 -850
Total changes not recognised in the Income statement 0 4] 0 127 127
Profit for the year 183 183
Dividend, SEK 4.00 per share -2.,807 -2.807
Sale of treasury shares 63 63
Equity at 31 Decomber 2007 2,350 7,283 1,363 9,496 20,492
Group contributions 755 755
Tax sffect of Group contributions -212 -212
Total changes not recognised in the income statement 0 0 0 543 54
Profit for the year 261 263
Cwidend, SEK 4.40 per share -3,089 -3,089
Sals of treasury shares 30 0
Eguity at 31 December 2008 2,350 7,283 1,363 7,241 18,237
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] Notes

NOTE 1 ACCOUNTING PRINCIPLES

The most important accounting principles applied in the preparation of this annual report
are 56t out below. The same principles are usually applied in both the Parent Company
and the Group, In some cases, the Parent Company applies principles other than those
used by the Group and, in such cases, these principles are specified under a separate
heading.

BASIS FOR PREPARATION
The SCA Group's financial statements are prepared in accordance with the Annual
Accounts Act and International Financial Reporting Standards {{FRS)/International
Accounting Standards (1AS) as adopted within the EU and the Swedish Financial Report-
ing Board, Recommendation RFR 1.1, Supplementary accounting principles for Groups.
The Parent Company’s financial statements are prepared in accordance with the Swed-
ish Financial Reporting Beard's recommendation RFR 2.1, Reporting by Legal Entities, and
the Annual Accounts Act. Tha accounts for both the Group and the Parent Company pertain
to the fnancial year that ended on 31 Decemnbar 2008. SCA applies the historical cost
method for measuremnent of assets and liabilities except for biological assets (standing tim-
ber}, available-tor-sale financiat assets and financial assets and fabilities, incuding deriva-
tive instruments, measured at fair value through profit or 10ss. In the Parent Company, bic-
logical assets or these financial assats and liabilities are not measurad at fair value,

INTRODUCTION OF NEW AND REVISED IAS/IFRS

New standards and amendments (IAS/IFRS] and interpretations (IFRIC) that
came into effoctin 2008 and adopted by the EU:

1AS 39 Financial instruments: Racognition and measurement and IFRS 7 Financial instru-
ments: Amendment of reclassification of financial instruments {effective 1 July 2008). IAS
39 allows, in certain instancas, the reclassification of financial assets from the category
finarcial assets valued at fair value through profit and loss. The disclosure requiremant for
financial instruments in TFRS T has been amended due 1o the amendments in 1AS 39. The
Group has no such financial assets that would be subject to reclassification and, accord-
ingly, the amended regulations have not had any effect.

IFRIC 11 Group and Treasury Share Transactions, complements IFRS 2 Share-based
payments (effactive from 1 March 2007). Share-based payments according to pro-
grammes staried before 7 NMovember 2002, according to IFRS 1, ¢o not need 1o ba
reported according to IFRS 2. The Group has chosen to apply this exception and therefore
determined that the interpretation in IFRIC 11 is not applicable at prasent.

IFRIC 14 The Limit on a Defined-Benefit Asset, Minimum Funding Requirements and
Thelr Interaction, complements 1AS 19 Employee Banefits (effactive date 1 January 2008),
The interpretation provides guidanca on reporting tha value of assats in pension plang
with a surplus. The interpretation has ntt had any eftect on the Group's pension assets.

New standards, amendments and interpretations adopted by the EU but not yat
effactive and not applied in advance:

IFRS 2 Share-related payments was amended pertaining to vesting conditions and gan-
cellations {effective 1 January 2009). The amendmant atfects the definition of vesting con-
ditions and introduces a new tarm *nan-vesting conditions” (conditions that are not
defined as vesting conditions). Non-vesting conditions are to be taken intc account when
estimating the fair vafue of equity instruments. Goods or services received by a counter-
party who meats all other vesting conditions should be recoanised regardless of whether
non-vesting conditions are met or nol. SCA’s assessment is that this amendment will not
have any effect on the Group.

IFRS 8 Operating segment replaces IAS 14 (etfective 1 January 2009). According to
IFRS 8, segment information must be reported on the basis of how management internally
follows up operations. IFRS 8 does not constitute any major changes compared with prior
recognised segments. The Group will apply IFRS 8 from 1 January 2008,

1AS 1 Presaentation of financial statements hag been amended {gffective 1 January
2009). According to the amendment. specification and designations in the financial
reports hava been changed. The Group will apply IAS 1 from 1 January 2009.

1AS 23 Borrowing costs — Amended so thatioan costs directly attributable to the acqui-
sition, construction or production of qualifying assets shall, without exception, be includad
as part of the investment acquisition value {effactiva 1 January 2008). The alternative of
recognising borrowing costs &s an expense will therafore no longer exist. The Group will
appty 145 23 from 1 January 2009,

lAS 32 Financiat instruments: Classification and IAS 1 Presentation of financial state-
ments - Amendment pertaining ta the classification of certain financial instruments that
antitles the holder 1o a proportional shars of the issuing company's net assets in conjunc-
tion with liguidation, which according to pravicus regulations were classified as liability
{effective 1 January 2009). The Group currently has no such financial instruments issuad
and thus assesses that the amendment will not have any effect.

IFRS 1 The first time IFRS is applied and 1AS 27 Consolidated and Separate Financial
Statements ~ Amended so that legal entities can choosa, during the transition to IFRS, 1o
value investments in subsidiaries, joint ventures and associated companias at acquisition
value cr tair valus {atfective 1 January 200%). Tha Group already applies IFRS and the
amendment wili thus have no effect.

44 SCA Annual Report 2008

IFRIC 13 Customer Loyalty Programme (etfective 1 July 2008}. The interpretation pro-
vides guidants in the reporting of customer loyalty programmas. According 1o the defini-
tion in IFRIC 13, customer lgyalty programmaes ccour only to an insignificant extent within
tha Group, which is why retroactive translation wifl not ba applied. The Group will apply
this interpratation from 1 January 2009.

Improvements of IFAS standards that are effective from 1 January 2009 and
adopted by the EU:
During the annual improvamant project, the International Accounting Standards Board
(IASB) idertified about 25 emendments in IFRS/IAS standards that entail changes in pres-
entation, identification and valuation, as well ag approximately fen improvement projects,
which &re not axpected to have any material impact on accounting. Of the improvemnents
mada, the following have major significance for the Group;

IFRS 5 Non-current assets held for sale and discontinued gperations. Clarification on
how planned sales shall be reported resulting in the loss of control,

IAS 16 Property, plant and equipment has been clarified pertaining to the recoverabte
amount,

IAS 19 Employee benefits have been amended pertaining to reduction and negative
cosis relating 10 servica during prior periods.

1AS 36 impairment of assets. Supplamentary information has been amended partain-
ing to the assumptions used 10 establish the recoverable amount.

1AS 41 Agriculture has been amended pertaining to discount rata in fair vatue calcula-
tions.

New standards, amendments and interpretations published by IASB but aither
not yet effective or not yet adopted by the EU:

IFRS 3 Businass Combinations — Amendment (effective 1 July 2009). This amendment
appiies prospectively 16 acquisitions after the effective date. The amendment means that
reporting of future busingss combinations has been changed with regard tc recognition of
transaction cos1s that may no lenger be included in the acquisition value but must be
expensed and ihe fair value of the additional purchase price snall be determined at the
tima of acquisition, The Group will apply this standard when it comes into effect.

IAS 27 Consolidated and Separate Finangial Statemants has been amended (effective
1.July 2009} The amendment means that profit or loss attributable to minority sharehcld-
ers must always be recognised even if this means that the minority interest is negative,
that transactions with minority shareholders must always be recognised in equity and that
in cases whare a Parent Company does not have control, any remaining share is remeas-
ured at fair value. When in effect, this amendment will affect SCA's accounting for such
transactions,

IAS 39 Financial instruments: Recognition and measurement was amended with regard
to sligible hedged items (effective 1 July 2009). The amendment ¢larifies the application of
the principtes for hedging reporting in 1AS 30 since there exists a unilateral risk fincrease or
decrease) in the hedged itern and clarifies the possibilities that exist to hedge identifiabla
components in hedged items. When effective, the Groug will apply the standard.

IFRIC 12 Service Concassicn Arrangements (effective 1 January 2008). Tha interpreta-
tion provides guidance in tha reporting of service arrangements between public and pri-
vate parties. The interprataticn is not applicable to SCA since no such transactions oceur.

IFRIC 15 Agreements for the Construction of Rea!l Estate (etfactive 1 January 200G).
The interpretation addresses the date for revenue recognition in the agreement for the
construction of property. This interpretation is not applicable for the Group, since this type
of agreement does not exist,

IFRIC 16 Hedges of a Net Investment in a Foreign Operation {effective 1 Oclober 2008).
Tha interpratation addresses the possibility of risk for changes batween the tunctional
currancy in the Parent Company and the subsidiaries that can be hedged, and where in
the Group the hedging instrument for the net investment in foreign currency shall be
reported. The interpretation will not have any effect on the Group,

{FRIC 17 Distribution of Non-cash Assets to Owners {effeclive 1 July 2008). The inter-
pretation doas not currently apply to the Group since such transactions do not oggur.

IFRIC 18 Transiers ol Assets irom Customers {eliective 1 July 2000). The interpretation
provides guidance with regard to reporting of assets translerred from customers. The
Group will appty this interpretation when it comes into effect.

USE OF ASSESSMENTS

The preparation of financial statements in conformity with IFRS and generally accepted
Swedish accounting principles requires assessments and assurmnptions to be made that
affect reported asset and liability items and ingome and expensa items respeclively, as well
as other information disclosed. The actual rasults may differ from these assessments.

CONSOQLIDATED ACCOUNTS

The consolidated accounts are prepared in accordance with the Group's accournting princi-
ples and includa the accounts of the Parent Company and all Group companies in accord-
ance with the definitions below, Group companies are consolidated from tha date the Geoup
has control or influence over the company according to the definitions provided under the
respective category of Group company below, Divested Group companies are inciuded in
the consolidated accounts until the date the Group ceases to control or exercise influence
over the companies. intra-Group transactions have been efminated.




PARENT COMPANY:
The Parent Company reperts all holdings in group companies at cost after deduction for
any accumulatec impairment losses,

SUBSIMARIES

All cornpanies in which the Group helds or controls mora than 50% of the votes or whers
the Group alone, through agreement or in another mannar, exercisas control, are consoli-
dated as subsidiaries. The consolidated accounts are prepared according 10 the pur-
chase method. Equity in acquired subsidiaries is determined on the basis of measure-
mant of the fair value of assats, liabilities and contingent liabilities on the acquisition date
{acquisition analysis). Valuation at fair value is made without consideration of the size o}
any minority interests, These fair values constitute the Group's cost, If the cost of shares in
subsidiaries on the acquisition date exceeds the estimated value of the Group's share of
net assets in tha acquired company, the difference is recognised as consolidated good-
will. If the costis lass than the finally determined value of net assets, the differenca is rec-
ognised directly in the income staterment.

JOINT VENTURES

Joint ventures are defined as companies in which SCA togsther with other parties through
an agreement has shared control over operations. Joint ventures are repertad according
to the proportional consolidation methed. Valuation of acquired assets and labilities is
donein the sama way as for subsidiarias.

ASSOCIATED COMPANIES

Associates are companies in which the Group exercises a significant influence without the
partly-owned ccmpany being a subsidiary or a joint venture. Nermally, this means that the
Group owns betwesn 20% and 50% of the votas. 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 for 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 reported an one line in the consoli-
dated income statement. Share in prefits is calculated on the basis of SCA's share of
equity in the respective associate.

MINORITY INTERESTS

Minority share in a subsidiary’s net assets is reported as a separale item in the Group's
squity. 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
recognised in the consolidated income statement. Acquisition of minority shares can
resuit in goodwill if the cost exceads the carrying amount of the acquired net assets.

TRANSLATION OF FOREIGN CURRENRCY

FUNCTIONAL CURRENCY AND PRESENTATION CURRENCY

The companies In the Group prepare their financial reports in the currency used in the pri-
mary economic environment in which they operate. This is known as the functional cur-
rency. These reports provida the basis for the consofidated accounts. The consclidated
accounls are preparad in Swedish kronor (SEK) which is the Parent Company's functicnal
currency and thersfore tha presentation currency.

TRANSLATION OF FOREIGN GROUP COMPANIES

Balance sheets and income statements for all Group companies whose functional Gur-

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

rency using the following procedures:

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

+ income and expenses for each income staternent presented are translated at the
average exchange rate for the respectiva year,

+ all exchange ditferences that arise are reporied as a separate component direClly in
consolidated equity.

Exchange differences arising on the financial instruments hald to hedge these net assels

are alsa taken directly to consolidated equity. When a foraign operation is disposed of,

both transiation differences and exchange differences in financial instruments held for the

currency hedging of net assets in the income staternent are recognised as part of the gain

or loss on disposal. Goodwill and fair value adjustments that arise on acquisition are

treated as assets and liabililies of tha operation and translated accerding to tha same prin-

ciples as the foreign operation. The financial reports of a subsidiary in a hyperinflationary

country are adjusted for inflaticn using the price index for the country in question before

these reports are included in the consolidated accounts.

TRANSACTIONS AND BALANCE SHEET ITEMS IN FOREIGN CURRENGY

Transactionsinforaign currency are translated to a functional currency using the exchange
rate on the trangaction date. Monetary receivables and liabilities in foreign currency are
remeasured at closing day rates at each balance sheet date. Exchange gains or losses
that arise from such remeasurement and on payment of the transaction are recognised in

Financial statements
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the ingome statement, except for, in accordance with |AS 39, approved hedging transac-
tions retating to cash flows or netinvestment whera the gain or loss is recognised in equity.
Gains and losses on operating raceivables and liabilities are reportad net and reported
within operating profit. Gains and fosses on borrowing and financial investments are
reported as other financial items, Changa in fair value of monetary securitios issued in for-
eign currency and classified as financial 2ssets available for sale is analysed and tha
change attributable to changed exchange rates is reported in the income statement, whila
other unreatised changs is reported in equity. Translation differences for non-monetary
fnancial assets and liabilities valued at fair valus through profit or loss are reported as part
of the fair value gain or loss. Translation differances for non-monetary financial assets,
classifiad as assets availabla for sale are taken directly to equily. Non-monsatary assets
and liabilities recognised at historical cost are translated at the éxchange rate prevailing
on the transaction date.

REVENUE RECOGNITION

Sales revanue, synonymous with net sales, comprises the fair valus of the consideration
received or receivable for sold goods and services within the Group's ordinary activities.
The revenue is recognised when delivery 1o tha customer has taken place according to
the terms of the sale. Other income includes compansation for sales that are not included
in the Group's ordinary activities and includes rantal revenus, which is recognised in the
period covered by the lease, rovalties and similar which are recognised in accordance
with tha implied financial effact of the contract. Interest income is recognised in accord-
ance with the effective interest method. Dividends received are recognised when the right
to receive a dividend has been detarmined.

SEGMENT REPORTING

A business segment is a part of an operation that provides products and that is subject to
risks and opportunities that are different from those of other business segments. Geo-
graphical segments provide products within a particular economic environment that is
subject to risks and opportunities that are different from those of other economic environ-
ments. Business segments are classified as primary segments and geographical seg-
ments as secondary segments.

LEASING

Leasas for non-current assats in which the Group substantially carries all the risks and
rewards incidentat 1o ownership of an asset are classified as finance leases. Other leases
are classified as cperating leases. The leased asset is recognised as a non-currant asset
and a corresponding financial liability is reported among interest-bearing liabilities at the
lgwer of the fair value of the assats ar the prasent value of the minimum lease payments.
Future lease paymenis are divided between amortisation of the liability 2nd financial
expanses. The leased assat is depreciated according to the same principles that apply to
other assets of the sama type. If it is uncertain whether 1he asset will be taken over at the
end of tha leasing period, the asset is depreciated over the lease term if this is shorter than
the useful life. The lease payments for operating leases are recognised aS an expense ona
straight-line basis over the: lease term.

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

IMPAIRMENT LOSSES

Assets that have an indeterminable useful life are not depreciated but are annually tested
for impairment. The value of depreciated assets is tested for impairment whenever thera
are indications that the carrying amount is pessitly not racoverabls. In cases in which the
carrying amount of an asset exceeds its estimated racoverablg amount, an impairment
loss is recognised on the asset down 1o the recoverable amount. Animpairment loss rac-
ognised earlier is reversed, if the reascons for the earlier impairment no longer exist. How-
ever, a reversal is not higher than the carrying amount would have been if an impairmen:
loss had not been recognised in previous 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 goodwill are never reversed.

TAXES

The Group's tax expensa comprisas deferred tax and current tax on Group companies’
recagnised profits during the accounting period, adjusiments relating to tax for prior peri-
ods as well as other changes in deferred taxes for the pariod. Interests items attributable
to income tax and withholding taxes deducted at source on intra-Group transactions are
also reported as income tax, Deferred tax is calculated and reported on all temporary dif-
ferences between the tax base and the carrying amount. Deferred tax assets relating to
deductible temporary differences, loss carryforwards and tax credits are recognised (o
the axtent it is probable that deductions can be made against future profit, Deferred taxis
not taken into account relating to non-deductible goodwill, or relating to temporary differ-
ences that arise the first time an asset or liability is recognised, and which are not attribut-
abla to a business combination and do not affect either acceunting prefit or taxable profi.
Deferred taxes are measurad at their nominal amount and based on the tax rates enacted
or substantively enacted on tha balance sheet date, For iterns recognised in the income
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NOTE ﬂ CONTINUED

statement, related tax effects are also racognised in the incoma statement, For items rec-
ogrisad in equity, refated tax effects are recognised in equity. Deferred taxes relating to
temporary differences attributable to investments in subsidiaries and participations in
joint ventures are not reported in SCA's consolidated accounts since SCA AB, in all cases,
canconirol the tima of reversal of the tamporary differences and it is not considered prob-
able that such revarsal will occur in the near future.

PARENT COMPANY;

Due to the links batween accounting and taxation, the deferred tax liabillty on untaxed
reserves in the Parent Gempany is recognised in the Parent Company's year-eng
accounts as part of the uniaxed reserves.

INTANGIBLE ASSETS

GOODWILL

Goodwillis the amount by which the cast of an acquisition excaeeds the fair value of the net
as5se1s acquired by the Group in conjunction with a company acquisition or net assets
purchase, Goodwill thal arises at acquisiticn of associates is included in the carrying
amount of the associate. Goodwil is distributed by cash-generating unit on acquisition
and is not amortised, but instead tested annually for impairment. Goodwill is recognised
at cost reduced by accumulated impairment losses. Impairmeant losses on goodwill are
notreversed, Net gains or Josses from the sale of group companies include the remaining
carrying amount of the goodwill attributable to the sold unit.

TRADEMARKS

Trademarks are reported at cost alter any accurnulated depreciation and accumulated
impairmeris. Tradernarks that are found to have an indefinite useful life are not amortised,
but instead tested annually for impairment in the same manner as goodwill. Cash-gener-
ating units identified for these trademarks comprise the geographical market whereg the
traclemark axists. Tradernarks with a limited useful life are amortised on a straight-line
basis during their anticipated useful lite, which varies between three and seven years.

RESEARCH AND DEVELOPMENT

Research expendittire is recognised as an expenss as incurred. In cases in which it is dif-
ficult to separate the research phase from the development phase in a project, the entire
project is treated as research and expensed immadistaly. Identifiable expenditure for
development of new products and processes is capitalised to the extent it is expacted to
provide future economic benefits. In other cases, development costs are expensed as
incurred. Capitalised expenditure is deprecialed in a siraight line from the date when the
asset can start to be used or produced commercially and during the estimated usetul life
of the asset. The depraeciation period is batween five and ten years.

EMISSION ALLOWANCES AND COSTS FOR CARBON-DIOXIDE EMISSIONS
Emission allowances relating to carbon-dicxide emissions are recegnised as an intangi-
ble asset and as deferred income (liability} when they are received. Allowances are
received free of charge and measured and reporied at market value as of the day to which
the allocation pertains. For allocated emission allowances, the reported cost and provi-
sions for emissions amount to the market value as of the day to which the allocation per-
tains. For purchasad emission allowances, the reported cost and provisions for emissions
amount 1o the purchase price, During the year, the initial liability for emission allowances
receivad is dissolvad over the income statement as incoma in pace with carbon-dioxide
emissions made. If the market price of emission allowances on the balance sheet date is
less than reported cost, any surplus emission allowancas that are not required to cover
emissions mada are written down to the market price applying on the balance shest date.
Inconjunction with this, the remaining part of the deferredincome is recognised asincome
by a corresponding amount and tharefore no net effect occurs in the income statement.
The emissions allowances are used as payment in the settlement with the state ragarding
liabilities for emissions. If the emission allowances received do not cover emissions made,
SCA makes a provision to reserves for the deficit valued at the market value on the bal-
ance sheet date. Sales of surplus emission allowances are recognised as income on the
settlement date.

OTHER INTANGIBLE ASSETS

Intangible assels also include patents, licenses and other rights. At acquisition of such
assels, the cost of the acquisition is recognised as an asset which is amortised on a straight-
fine basis over the anticipated usefut lite which varies between 3 and 20 years.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is stated at cost afier deduction for accumulatad depreci-
ation and any accumulated impairment. Cost includes expenditure that ¢an be directly
attributed to the acquisition of the asset as well as transfer frem equity of the gains and
losses from approved cash flow hedges relating to purchases in fareign currency of prop-
erly, plant and equipment. The cost of properties and production facikties included in
major projects includes, unlke costs for other investmants, expenditure for running-in and
start-up. Expenditure for interest during the construction and assembly period is included
in cost for major investment projects (» SEK 500m and > §-moenth construction period). All
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axpenditure for new investments in progress is capitalised. All other forms of repair and
maintanance are reported as expenses in the income statement in the period in which
they are incurred. Land is regarded as having an infinite useful lifa and is therefore not
depreciated. Depreciation of cther property, plant and aguipment is performed on a
straight-line basis down to the eslimaled residual value of the asset and during the antici-
pated 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 3-10
Vehicles 4-5
Buiklings 15-50
Enargy plants 15-30
Computers 35
Office equipment 10
Harbours, raitways 20-30
Land improvernents, forest roads 10-20

The residual values and useful fives of assets are tested on a continuous basis and
adjusted when required.

PARENT COMPANY:

The Parent Company's property, plant and equipment, which ara recognised in accord-
ance with the Group's accounting principles, includes standing timber, which in the Group
i5 classified as a biological asset. No systematic depreciation or changes in value in ¢on-
junciion with felling is effacted in the Parent Company. Collective revaluation of forest
assets has occurred. The revaluation amount was placed in a revaluation reserve in
equity.

BIOLOGICAL ASSETS

The Group's standing timber is defined and reported as a biotogical asset, Foresttand and
forest roads are classified as land ang fand improvements. The biclogical assets are val-
ued and reported at fair value after deduction for estimated selling costs. The fair value of
the Group's standing timber is calculated as the present value of anticipated future cash
flow from the assets before tax, The calcutation is based on existing, sustainable felling
plans and assessments regarding growth, timber prices, felling costs and silviculture
costs, including costs for statutary replanting. Environmantal restrictions and othar limita-
lions ara 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 nommal forest
company's weighted average cost of capital (WACC) before tax.

PARENT COMPANY.
The Parent Company reports standing timber as property, plant and equipment at histor-
ical cost.

FINANCIAL INSTRUMENTS

Financial instruments reported in the balance sheet include cash and cash equivalents,
sacurities, other financial receivables, trade receivables, trade payables, Yoans and deriv-
atives.

RECOGNITION AND DERECQGNITION FROM THE BALANCE SHEET

Purchases ard sales of financial instruments are recorded in the accounts on the trade
date, with the exception of loan recervables, available-for-sale financial assets and other
financial liabilities, all of which are recorded on the settlement date. Financial ingtruments
arainitially recognisad at cost which correspends to the falr value of the instrument includ-
ing fransaction costs. Financial assets are derecognised from the balance sheat when the
risk and the right to receive cash flows from the instrument have ceased or been trans-
ferred to another counterparty. Financial liabilities are derecognised from the balance
sheet when SCA has met its commitments or they bave been otherwise extinguished.
SCA reports financial ingtruments with a remaining maturity of lass than 12 months as cur-
rent assets and liabilities and those that exceed 12 months as non-current assets and lia-
billties. Fecognition then takes place on the basls of the categorias specified below.

MEASUREMENT

The fair value of financial instruments is calculated on the basis of prevailing market list-
ings on the closing date. For financial assats and listed securities, the actual prices on the
closing date are used. In the absence of market listings, SCA determines fair values with
the aid of common valuation modets, such as discounting of future cash flows and availa-
ble market information. Impairment of financial assets takes place when there is objective
proof of impairment, such as cessation of an active market or where it is probable that the
debtors cannot meet their commitments. For disclosures in a note relating to long-term
loans, current market interest rates and an estimate of SCA's risk premium are taken into
account in fair value calculations, The falr vafue of short-term loans and investments is
considered to correspond to the carrying amount since a change in market intsrest rates
does not have a significant effect on market value.




CASH AND CASH EQUIVALENTS

Cash and cash equivalents are defined as cash and bank balances as well as short-tarm
investments with a maturity of less than three months from the acquisition date. Restricted
deposits ara not included in cash and cash equivalents.

CLASSIFICATION AND SUBSEQUENT RECOGNITION

Classification of financial instrumenis is determined on the original acquisition date, and
tha purpose of tha transaction determines the choice of categary. SCA classifies its finan-
cialinstruments in the categoeries below.

FINANCIAL ASSETS AT FAIR VALUE THROUGH THE INCOME STATEMENT

Assats are classified in this category when the intention is to sell in the short tarm. Deriva-
tives with a positive market valug are classified in this category if they are notidantified as
hedges and meset requirements foar hedge accounting. Assets in this category are recog-
nised continuousty at fair value and changes in value are recognised in profit or loss. Only
financial derivatives were classified in this category during the year.

HELD-TQ-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. Assats in this category ara measured at amortised cost applying the effective
interest method, which means they are accrued so that a constant return is obtained. No
financialinstrumant was ctassified in this category during the year.

LOANS AND TRADE RECEIVABLES

Loans and trade receivables are financial assels, which ara not derivatives, with fixed or
daeterminable payments, that are not quoled in an active market. Receivables arise when
SCA provides money, goods or services directly to another party without any intention of
canducting trading in the receivables. Assets in this category are measured at amortised
cost less an potential provision for impairment. Trade receivables are reported in the
amount at which they are expected 10 be paid, based on an individual assessment of bad
debts. Any impairment of trade receivables affects SCA’s oparating profit.

AVAILABLE-FOR-SALE FINANGIAL ASSETS

This category includes financial assats that are not derivatives and that are designated in
this category at initial recognition or that have not been classified in any other category.
Assaets in this category are measured continuously at fair value. Changes in value are rec-
ognisedin equity. A change attributable to the change in exchange-rate fluctuations, how-
ever, is reported in the income statemant. When the asset is scid, the cumulative gain or
toss that was racognised in equity is recognised in profit or loss.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH THE INCOME STATEMENT

This category includes derivatives with negative fair valuss that are not used for hedge
accounting and financial liabilities held for trading. Liabilities in this category are continu-
ously measured at tair value and changes in value are recognised in the income state-
ment. Only derivatives were classified in this category during the year,

FINANGIAL LIABILITIES MEASURED AT AMORTISED COST

This category includes financial liabilities that are not hetd for trading. These ara recog-
nised initizlly a1 fair value, net after transaction costs, and subsequently at amortised cost
according to the effective interest mathod.

ACCOUNTING FQR DERIVATIVES USED FOR HEDGING PURPOSES

All derivatives are initially and continuously recognised at fair value in the balance sheet.
Gains and losses an remeasurement of darivatives used for hedging purposes arerocog-
nised as described below. In hedge accounting, the relationship between the hedge
instrument and tha hedged item is documented. Assessment of the eifectiveness of the
hedgeis also documentad, both when the transactionis initially executed and on an ongo-
ing basis. Hedge effectiveness is the extent to which the hedging instrument offsets
changes in value in a hedged item'’s fair value or cash flow.

CASH-FLOWHEDGES

Gains and losses on remeasurement of derivatives intended for cash-flow hedging are
recognised in aquity and reversed to thaincorma statement at the rate at which the hedged
cash flow affects profit or loss. Any ineffactive part of the change in value is recognised
directly in profit or loss. Il a hedge relationship is interruptad and cash flow is still expected,
the resut is recognised in equity until the cash flow affects profit or loss. If the hedge per-
tains to a balance sheet item, the profit or l0ss is transferrad from equity to the asset or lia-
bility 1o which the hadge relates when tha value of the asset or liability is determined for the
first time. In ¢ases in which the forecast cash flow that forms the basis of the hadging
trangaction is no longer assessed as probable, the cumulative gain or loss that is recog-
misad in equity is transferred directly to the income statement. Cash-flow hedges relating
o energy affect the energy costs, that is, cost for goods sold, Transaction exposura’s
cash-flow hedges affect consolidated net sales and expenses.

HEDGES OF NET INVESTMENTS IN FOREIGN OPERATIONS

Gains and losses on remeasurament of derivates intended 1o hedge SCA's net invest-
menis in forgign operations are recognised in equity. The cumulative gain or loss in equity
i5 recognised in the income statemant in tha event of divestment of the foreign aperation,
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FAIR-VALUE HEDGES

The gain or lpss from remeasurement of a derivative relating {o fair-value hedges is recog-
nised In the incoma statement with changes in fair value of the asset or liability exposed to
the hadged risk. For SCA this means that long-term loans that are subject to hedge
accounting are discounted without a cradit spread to market intarest rates and meet
inherent interest-rate derivatives’ discounted cash flows at the same rate. Since the entira
change in value from the darivative is recognised diractly in profit or loss, any ineffective-
nessis recognised in the income statement.

FINANCIAL HEDGES

When SCA conducts hedges and the transactions do not meet requirements for hedge
accounting according to 1AS 39, changes in fair value of the hedging instrument are rec-
ognised directly in the income statement.

INVENTORIES

Inventorias are recognisad at the lower of cost and net realisable price on the balance
sheat date, Cost is calcutated using the first-in, first-out (FIFO) or weighted average cost
formula. However, 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 prograss includes raw materials, direct labour, other direct expenses
and production-related overheads, based on a normal production lgvel, Interest expenses
are not included in measuremant of inventorigs. Net realisable value is the estimated sefl-
ing price in the ordinary course of business, less the estimated cost fer completion and
sale of the item. The holding of falling rights for standing timber is valued at contract prices,
which on averaga do not excead the lower of net realisable value and cost.

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets (and disposal groups) are classified as Non-current assets held for
sale if their value, within one year, will be recoverad through a sale and not through contin-
ued utilisation in operations. On the reclassification data, the assets and liabifities are
measured at the lower of fair value minus selling costs and the carrying amount. Following
reclassification, no depreciation is carried out on these assets.

PARENT COMPANY:
Non-current assets held for sale are not reclassified and depreciation doaes not cease.
Instead, if such assets exist, the information is disclosed.

EQUITY

Transaction costs directly relating lo the issue of new shares or options are reported, net
after tax, in equity as a reduction in the issue proceeds, Expendiiure tor the purchase of
SCA's treasury shares reduces retained earnings in equityin the Parent Company and the
portion of consolidated equity that pertains to Parent Company shareholders. When
these are sold, the sales proceeds are included in retained eamings in the equity pertain-
ing to Parent Company sharehotders.

EMPLOYEE BENEFITS

PENSIONS

Thers are many defined-contribution and defined- benefit pension plans within the Group,
of which most of these have plan assets. The liability recognised in the balance sheet for
defined-benefit pension plans is the present value of the obligation on the balance sheat
date minus the fair value of the plan assets, Funded plans with net assets, that is, plans
with assets exceeding cbligations, are recognised as a financial asset. The defined-tene-
fit obligation is calculated annually by independent actuaries using the Projected Unit
Credit Mathed. The obligation is valued at the present value of anticipated future cash
flows using a discount rate that corresponds to the interest on first-class corporate bonds
or, whers these do not exist, government bonds issued in the currency in which the bene-
fits will be paid and with a remaining maturity that is comparable to the actual pension lia-
biity. Actuarlal gains and losses are recognisad directly in equity in the period in which
they arisa. The total cost relating to defined-benefit plans is divided between personnel
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 country.
The Group's payments relating 10 defined-contribution plans are recognised as an
expense during the period the employees carry out the service to which the payment
refates. Prepaid contributions are only recognised as an asset to the extent the Group is
entitled to a repayment or reduction of future payments. Past service costs are recog-
nised directly in the incomae statarment unless changes in the pension plan are subject to
emplayees ramaining in service for a specific, stated peried. In such cases, the cost is
aliocated on a straight-line basis over this period. A specia! payroll tax (corresponding 1o
contributions} is calculated on the difference between the pension cost determined
according to IAS 19 and the pension cost determined according to tha rules applied in the
legal entity. Payroll tax is recognisec as an expensa in the income statemani except with
regard to actuarial gains and losses where the payroll tax, like the actuarlal gains and
losses, is recognised directly in equity.
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NOTE 1 CONTINUED

PARENT COMPANY:

The Parent Company applies the regulations in *“Tryggandelagen” (Swadish act safe-
guarding pension obligations). Accounting complies with FAR SRS's (the instituts for the
accountancy profession in Sweden} accounting recommendation No. 4, Accounting for
pension liabilities and pension costs. The main difference compared with 1AS 18 is that
Swedish practice disregards future increases in salaries and pensions when calculating
the presant value of the pension obligation. This prasent value includes, however, a spe-
cialreservo for future payments of pension supplements indexed for inflation. Both defined
contribution and defined-benefit plans exist in the Parent Company.

OTHER POST-RETIREMENT BENEFITS

Some Group companies pravide post-retirement healthcare benefits. The obligation and
anticipated costs for these benefits has been calculated and reported in a similar manner
to that applying to dafined benafit pansion plans,

SEVERANCE PAY

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

EMPLQYEE STOCK OPTION PROGRAMMES

The Group has ons outstanding employes stock option programme. In the case of this
programma, allocation of options was made prior to 7 November 2002. In accordance
with {he exemplion rutes in IFRS 1, the Group has chosan not to apply the rules in IFRS 2,
Share-based Payments, with regard 1o personnel expenses and equity effects when
accounting tor this programme. The cost of the employee stock opticns programmes,
that is, social security costs, is taken to the income staterment continuously as personnel
expenses. The costs for social security contributions in conjunction with exercising
options are hedged against a rise in the price of SCA shares.

PROVISIONS

Provisions are recognised when the Group has, or can 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 fulfill the obligation. In addition, it must be possible to maks a reliable estimate
of the amount to be paid. The provision is valued at the present value of the anticipated
future expenditure to settle the cbligation. If there is a material effect on value over time,
the discounting is applied with a current interest rate before taxes. Increases in pravisions
due to time are recognised on an ongoing basis as an interest expense in the income
statement.

GOVERNMENT GRANTS

Governmant grants are recognised at fair value when there is reasonable assurance the
grants will be regeived and that the Group will comply with the conditions attached to
them. Government grants related 1o acquisition of assets are recognised in the balance
sheel by the grant reducing the carrying amount of the asset. Government grants received
as compensalion for costs are accrued and recognised in tha income statement during
the same period a5 the costs. If the government grant or assistance is neither related to
the acquisition of assets nor to compensation for costs, the grant is recognisad as other
income.
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NOTE 2 FINANCIAL RISK MANAGEMENT

SCA's cperations expose the company {0 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 the SCA Group's Board of Directors and, together with SCA's
energy risk policy, constitutas a framework of guidelines for SCA's financial operations
and rules for financial risk management. This framework is reviewed on a regular basis.
The Group's financial risks are docurmented and followed up 0 ensure compliance with
guidelines.

BCA's financial risk management is cantralisod to capitalise on economies of scale and
synergy effacts and to minimise operational risks, The central treasury function is raspon-
sibla for the Group's borrowing, energy, currency and interest-rate risk management, and
serves as an internat bank for the Group's financial transactions. In addition to ensuring
that tha Group has secure financing, financial transactions are executed for the purpose of
managing the Group’s financial risks.

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

Transaction exposura
The Group companies have export revenues and import costs in many different curren-
cies. This currency risk is called transaction exposure and it affects the Group’s operating
profit in the event of currency fluctuations. SCA's financial policy provides guidelines for
managing the Group's transaction exposure, One requiremeant is thal the subsidiaries’
booked trade receivables and payables in different currencies are hedged against their
functional currency. The centrat treasury function is able to hedge the Group's total trans-
action exposure between 0 and 18 months.

If Group companies have contractual commitments relating to future payments for non—
currant asséts in foreign currency, the cost of these non—current assets can be hadged up
to 100%.

Translation exposure

SCA reports the consolidated income statement and balance sheet in Swedish kronor
(SEK). Since most of the Group's subsidiarias report in other ¢currencies, SCA's consoli-
datad income statement and balance sheet are exposed 10 exchange rate fluctuations,
This currancy risk is called translation exposure. Anticipated future earnings of foreign
subsidiaries are not hedgad. For translation exposure associatad with net investments in
foraign subsidiaries, it is SCA's policy to hedge a sufficient propertion 50 that the Group’s
consolidated debt/equity ratio is not affected by exchange rate fluctuations. This is
achigved by financing a certain portion of capital employed in forgign currencies with
foans and derivatives in corresponding currencies. The optimal degree of matching
dapends on the Group’s current censolidated debt/equity ratio. At the same time, tax
considerations will also affect the capital structura for different countries. This means that
the debt/equity ratio in different countries 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 elactricity. When the energy price risk is not hedged,
price changes in the energy market have a direct impact on the Group's operating profit.
SCA's energy risk policy forms a framework of guicielings for managing energy price risk.
The aim is to effact price hedging, via suppliers and financial counterparties, in order to
reduce earnings volatility and achieve competitive energy costs. Hedging of the price risk
is parmitted up to 36 months.

Qther pricerisks

SCA s exposed to price risk through its holdings in shares, funds (see Note 18) and share
swap agreement. The latter is intended to hedge the employee option programme (see
Note 7).

INTEREST RATE RISK

SCA is directly affacted by interest rate fluctuations via changed nat interest as well as
indirectly by the effact of interest rate lavels on the economy in general. SCA's palicy is to
borrow with short-term interest rates since it is SCA's opinion that this results in lower
interest expense over time. The central treasury function is responsible for identifying and
managing the interest rate exposure. The average term for interast rates per currency
should be 3-15 manths,




LIQUIDITY AND REFINANCING RISKS

Due to its capital-intensive operations and the chosen capital structure, SCA has to man-
age a significant nominal debt. Liguidity 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 centralised approach to tha Group's financing whereby as
much external borrowing as possible is conductad by the central treasury function. Local
horrowing can take place, however, where it is advantageous or necessary due to SCA's
structure and gecgraphic spread. Examples of this are liabifities in acquired companies,
finance leases, overdraft facilities and leans in countries where regulations and taxes
make central financing impossible or uneconomical.

SCA mits its refinancing risk by having a good distribution for the maturity profile of its
gross debt. According to SCA's financlal policy, the gross debt's average maturity must
exceed throo years. Also, financial readiness must be maintained in the form of a liguidity
reserve consisting of cash and cash eguivalents and unutilised credit facilities lotalling at
least 10% of the Group's forecasted annual sales. Since the Greup is a net borrowar, the
policy is that surp'us liquidity should primarity be usad to amortise externat liabilities,

SCA's ipan documentation corains clauses that are siandard for European compa-
niag with an investmant grade rating. SCA's policy is not to enter into any undertakings
that give the lender tha right to cancel aloan as a direct result of changed financial ratios.

CREDIT RISK

FINANCIAL CREDIT AISK
Financial risk managament involves exposure 10 credit risks. This exposure arises from
the investment of liquidity, in some lease transactions (see Note 30) and through claims en
banks and other counterparties that arise through derivative instruments. SCA's financial
policy contains a special counterparty reguiation by which maximum credit exposure for
different counterparties is stipulated. One objective is that counterparties must have a
minimum credit rating of A- from Standard & Poor's or an equivalent rating from Moody's.
Credit exposure in derivative instrumenis is determined as market value plus an addi-
tional amount based on cradit 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 {rade receivables, constitutes a credit risk. SCA applies proactive credit
checks on new and existing customers, where information about custemers® financial
paosition is regularly cbiained from various credit rating companies. On the basis of this
anatysis, a credit limil is set per customear which is followed up continuously.

In the Parsonal Care and Tissug business areas, the risk of credit losses is limited by
credit insurance of certain trade receivables. The Packaging and Forest Products busi-
ness areas do not usa customer credit insurance.
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FINANCIAL RISK MANAGEMENT DURING THE YEAR
MARKET RISK
CURRENCY RISK

Long-term currency sensitivity

A breakdown of the Group's net sales and operating expenises in ditferent currencies pro-
vides a view 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 SEKis due to tha fact
that the Swedish operation's exports ara invoiced, to great extant, in foreign currencies,

Nat sales and operating expenses by currency

Sales Exponses Qperating Closing rate Average
Currency o % profit SEKm 31 Dec. 2008 rate 2008
EUR 49 47 6,874 10.93600 9.57788
usc 11 13 -788 7.7330C 6.50898
GBP 10 a 3.667 11.22140 12.06750
SEK 8 15 -7.611
DKK 3 2 1,175 1.46786 1.28484
MXMN 2 2 392 0.56534 0.58998
AUD 2 1,163 5.34802 5.54984
NOK 1 0 980 110383 1.17118
Other 14 12 2,702
Total 100 100 8,554

Transaction exposure
The forecasted currency transaction flows, after net calculations of opposite flows in the
same currencies, amount 1o SEX 10,764m [10,182; 9,983) on a 12-month basis, The table
below shows a lorecast of currency flows for 2009 as well as outsianding hedging posi-
tions at year-end 2008, The forecasted flows are expected to occur consistently over time.
Qutstanding hedging positions consist of forward contracts with a nagative net market
value of SEK 77m (negative: 13; positive: 32). In 2008, the hedging positions had a total
negative impact on the Group's cperating profit of SEIC 118m (negative: 5; positive: 146).
At year-end, 3.2 {3.0; 1.9y months were hedged net against SEK.
Hedging of the forecasted currency flow relating to the cost of non-current assets had
a net market value of SEK 42m (negative: 2; negative: 17} at year-end. In 2008, SEK 5m
{increased 2; increased 5) has reduced the cost of non-current assets,

Transaction exposure
2009 31 Dec. 2008 2008 31 Dec, 2007 2007 31 Dec. 2008
Forecast ‘Total hedged Forecast Total hedged Forecast ‘fotal hedged

tiows' volume?® Hedges flows™ volume? Hedpes flows?" volumae® Hedgas
Currency SEKm/year SEKm % SEKm/ysar SEKm % SEKm/year SEKmM %
GBP 1,958 699 36 2404 688 29 2.961 455 15
DKK 1,582 627 40 1,397 257 18 a0s o8 12
EUR 1,349 935 89 1,928 1,082 56 2125 682 32
RUB 1.185 - - 224 - - 284 - -
CHF 1,004 149 15 472 65 14 497 84 13
AUD 32 74 8 995 - - 808 a3 10
NOK 808 273 3 770 288 37 779 124 15
CAD 694 47 7 626 13 2 449 107 24
usD -1,688 -283 17 -448 68 -15 -1y -155 132
Other 2,970 3l ] 11 1,814 124 7 1,392 131 9
SEK -10,764 -2,837 26 -10,182 -2,585 25 -8,983 -1,580 16

1 + = currency infiows, — = currency outfiows
2+ = sold cumency Nows, - = purchased currency Jows

SCA Annual Report 2008 49




I R

Financial statements
Notes

NOTE 2 CONTINUED

Financing of capital smployed by currency

2008 2007 2008
Capital Capital Capita!
esmployed Net debt Financing employsd Net debit Financing employed Net dedt Financing
Currancy SEKm SEKm % SEKm SEKm % SEKm SEKm %
EUR 41,940 15,638 37 24,847 14,483 42 32,029 12,337 38
uso 9,208 3382 36 6,890 1,708 25 10,475 4,983 48
GBP 791 2731 35 9,895 1,684 19 10,722 4,389 41
MXN 3,480 1.807 52 3,378 1,564 46 3,469 1417 41
AUD 2,512 1,038 41 2,585 g2 3o 2,500 983 39
DKK 2,414 1,363 56 2,124 1,140 54 2,024 1.024 51
NZD 1,556 535 34 1,697 599 35 1.577 618 39
PLN 1,457 922 63 1,158 661 57 597 406 68
RuUB 1,411 1,337 96 74T 543 73 540 376 70
CNY 1,372 128 g 1.006 104 10 804 43 ]
cop 1371 564 41 1,059 as2 36 1,017 399 3g
SKK 1.095 493 a5 786 216 27 746 310 42
MYR 1,067 215 20 B9t 173 19 855 73 8
CAD 823 415 67 872 124 18 612 130 21
CZK 515 152 30 508 116 23 450 156 B
Other 2,629 1,704 85 2,157 1,181 55 2,006 581 34
Total currency 80,631 32,324 40 70,368 25,868 ar 70,433 28,325 40
SEK 33,823 14,678 31.279 $1,500 24,929 8,074
Total 114,254 47,002 101,847 37,368 95,362 36,399
Financing of capital employed
Capftal employad in foraign currency as of 31 December 2008 amounted to SEK 80,631m
(70,368; 70.433}. Distribution by currency is shown in the table above.
Al year-end, capital employed was financed in the amount of SEK 32,324m (25,868;
28,325} in toreign currency, which is equivalent 1o a total matching ratio of 40% {37, 40).
Matching is achieved through existing external net debt per currency by taking derivatives
inte account.
Translation exposure
Inorder to achieve the dasired hedging levei for foreign capital employed, SCA has hedged
the nat investments in a number of selected lega! entities. In total, hedging positions
affected equity in 2008 by SEX 763m (386; negative: 352). This result is largely due to
hedges of negative nat investments in EUR. The total market value of outstanding hedging
transactions at year-end was SEK 714m (165; negative: 201). In total at year-end, SCA
hedged negative net investments outside Sweaden amounting to SEK 2,079m, nat, with
forward contracts. SCA's total foreign net investments at year-end amounted (0 SEK
45,542m,
Hedging of net investments cutside Sweden
2008 2007 2006
Hedged net Totat hedgad Hedged nat Total hedged Hedged net Total hedged
Investrnent valume! Investment volume!) Investment volurme
Currency SEKm SEKm SEKm SEKm SEKm SEXm
EUR -4,374 4,374 5,414 5414 -7,854 7.854
AUD -912 912 -963 963 -826 926
DKK o 62 162 -602 602 -1,339 1,339
CAD - - 3 =301 270 =270
NZD 156 -156 522 -522 845 -845
MXN 588 -588 618 6518 659 -659
UsD 705 -705 404 —404 469 ]
GBP 1,755 -1,755 1,359 -1,359 1,646 -1,646
Qiher 165 -185 313 =313 336 -336
Total =2,079 2,079 -3,462 3,462 -5,694 5,694

%+ = investment, — = loan
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PRICE RISK

Energy price hedges

In 2008, SCA purchased approximately 7 TWh (7; B) of elactricity and approximately 10
TWh{i0; 13} of natural gas.

SCA hedges the price risk in energy via supply contracts and financial instruments. At
prasent, SCA uses financial instruments in the Swedish, Danish and New Zealand electricity
markets as well as in the German, Austrian, British, ltalian, Mexican and North Amaerican
natural gas markats.

At year-end, SCA had 3.1 TWh (2.1; 0.7) of energy derivatives outstanding, witha nega-
tive market value of SEK 318m (positive: 37; negative: 17).

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 to achieve the desired currency balance and
fixed-interest period, SCA uses financial derivatives, The average fixed-interest period for
the interest-bearng gross debt, including derivatives, was 4.6 months (5.3; 5.3) at year-
end. The averags interest rate for the total outstanding nat debt, including derivatives,
arounted o 5.61% (5.85; 4,96} at year-and,

SENSITIVITY ANALYSES MARKET RISK

Sensitivity analysis calcuiations have been performed on the financial instrumnents’ risk to
which SCA was exposed as at 31 December 2008 using assumptions on market fluctua-
tions that are regarded as reascnabty possible in one year's tima,

Currency risk

If the Swedish krona unilaterally had weakened/strengthaned by 5% against all curren-
cies, outstanding financial hedges as well as trade payables and trade receivables would
have increased/deacreased profit for the year before tax by SEK 53m (43; -4).

Currency hedges relating to the cost of non-current assets would, if the Swedish krona
urilaterally had weakened/strengthenad by 5%, have increased/decreased equity by
SEK 2m (6; 28).

SCA's external loans in foreign currency, it the Swedish krona had weakened/sirength-
ened by 5% against all currencies, would have increased/decreased the Group's financial
expenses by SEK 1,616m (1,293; 1,418). For the Group, however, the eamings impact
would be insignificant since transtation of internal lcans and investments would have,
largely, the cppesite affact,

Price risk

If the stock market had risenvfallen by 15%, all other variables being unchanged, and the
Group's shareholdings changed in accordance with the stock market, profit before tax for
the year would have increased/decreased by SEK 6m (15; 18). In addition to the earnings
impact, equity would have increased/decreased by SEK 106m {193; 182).

If anergy prices had increased/decreased by 20%, outstanding financial hedges relat-
ing to natural gas and electricity, all other things being equal, would have increased/
decreased energy costs for the year by SEK 88m (9C; 28). In addition to the earnings
impact, equity would have increased/decreased by SEK 62m (38; 0). The total energy cost
for the Group, however, would have been atfected considerably more, taking supply con-
tracts price risk ‘into account.

Interest rate risk

If interest rate lavels had been 1 percentage point higher/lower, with unchanged fixed
interest term and voluma in the net debt, interest expenses for the year would have been
SEK 280m (209, 203} higher/lower,

Financial statements
Notes

LIQUIDITY AND REFINANCING RISK

SCA's financing is mainly securad by bank loans, bond issues and through issuance of com-
mercial papers. Loans from muttilateral development banks are alse used. For issuing bonds
in the European capital markat, SCA has a Euro Megium Term Note (EMTN) programme with
a programma size of EUR 2,000m {SEK 21,872m). As of 31 December 2008, a nominal EUR
1,066m (1,102: 1,710) was outstanding with 2 remaining maturity of 2.8 years (3.5; 2.9). SCA
also Ltilises bond markets cutside Europe and in 2003 issued & bond in the US of LUSD 450m
{SEK 3,4B0m). For further infarmation, see Note 25. SCA has a Swedish and a Balgian com-
mercial paper programme.

Commercial paper programme

Nominal LHilised

Size SEKm SEKm

Swedish SEK 15,000m 15,000 8,862
Belgian EUR 400m 4374 1,339
Total 19,374 10,201

SCA's financing is secured in part through medium-term credit facilities syndicated among
banks with good credit-worthiness. With these as protaction against rafinancing risk, SCA
uses short-tarm borrowing, primarily through the issue of commercial papers.

To limit the refinancing risk and maintain a licuidity reserve, SCA has two syndicated
vank facilities. In addition, SCA secured bilateral credit facilities with banks amounting 10
SEK 8,000m, of which SEK 500m is due in 2009 and the balance between 2010 and
2013.

Credit facilities

Nominal Utllised
MNominal SEKm SEKm

Syndicated credit facility EUR 1,200m
Maturity (2010) EUR 60m 658 -
Maturity (201 1) EUR 35m 383 -
Matunty (2012) EUR 1,105m 12,084 5,400

Syndicated credit facility EUR 1,000m
Maturity (2014) EUR 1,000m 10,836 -5,975
Bilateral credit commitments SEK 8,000m 8,000 -
Total 32,059 -11,375

On 31 Dacember 2008, the gross debt amountad to SEX 52,439m (42,433; 38,569). After
aaditions for net pension provisions and deductions for cash and cash equivalents, inter-
est-bearing receivablas and capital-investment sharas, the net debt was SEK 47,002m
(37,368; 36,399).
Al year-and, the average maturity of gross debt was 3.0 years (4.2; 3.7). If short-term loans
are replaced with long-term unutilized credit facilities, the maturity amounts to 3.9 years.
The Group's liquidity reserve at year-end amounted to SEK 12,343 (12,262, 10,163) com-
prising cash and cash equivalents and unutilised credit facilities with a longer term than
one year, less short-lerm loans, The liquidity reserve carresponded to 11% {12; 10} of
SCA’s salesin 2008.

The table below shows the maturity profile of the gross debt broken down by outstand-
ing loans, ¢cash and cash equivatents and unutilised cradit facilities.

SCA's maturity profile broken down by loans, cash and cash equivalents and unutilised credit facilities

SEKm 2009 2010 2011 2012 2013 2014 2015+ Total
Commercial paper & short-term bank loans -10,201 - - - - - - -10,201
Finance leasas -106 -1,247 -35 35 -19 -8 -6 -1,455
Bond issues - -2,000 -7.855 - - -1,000 4,481 -15,136
Uniisation of credit faciities - - - -5,400 - -5975 - -11,375
Other loans -3.272 -2,041 651 -1,176 —4,630 -348 -2,154 -14,272
Total -13,579 -5,288 8,341 -6,611 4,649 =T33 ~8,641 52,439
Cash and cash equivalents 5,738

Unutilised credit facilities 20,684 -500 -2,656 -3,383 -6.684 -2,500 —4,561
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NOTE 2 CONTINUED

The table below shows tha Group's liquidity risk regarding financiat liabifities (including interest payments), nat settlad derivatives that constituts financial kabilities and negative cash flows

from gross settied derivatives,

Liquidity risk
31 Dec. 2008 31 Dec. 2007 31 Dec. 2008

SEKm <1yr 1-5yrs »>5yrs <lyr 1=5yrs >5yT8 <iyr 1-5yrs »5yms
Loans including interest 14,600 30,337 15,043 22,722 15719 7,677 22,487 13,491 5840
Net sefiled darivatives 16 56 231 327 305 341 259 92 346
Share swaps 31 - - 1 - - - - -
Energy derivatives 242 a2 - 3 1 Q 20 - -
Trade payables 13,155 1,000 - 12,744 782 - 11,670 662 -
Total 28,044 3,485 15,274 35,797 16,811 8,018 34,436 14,245 6,286
Gross seftied derivatives 21,686 166 - 20,772 37 - 23283 495 3

The gross settled derivatives have, largely, corresponding positive cash flows and therefore in SCA’s opinion do not constitute any real liquidity risk.

CREDIT RISK

FINANCIAL CREDIT RISK

SCA endeavours to usa standardiged agreements which, in countrias where this is possi-
bls, give the legal right to make net calculation of receivablas and liabilities. Even if contin-
uous payment set-ofts on cutstanding receivables and liabilitios in derivative instruments
do not take place, the right of set-off in the event of a counterparty’s bankruptcy means
that SCA measures this credit risk as a net amount.

As of 31 December 2008, the credit risk associated with financial cash instrurnents
amounted o SEK 13,401m (B,938; 7,733), of which SEK 8,808m (7,637; 7,451} was attrib-
utable to leasing transactions (see Nota 30}, Credit exposure associated with derivative
instruments was SEK 4,150m (2,395; 3,181). Of the total credit risk, SEK 16,949m (11,243;
10,813) was with countarparties with &t least an AA rating from a rating instituts.

During the year there were no impairment losses relating to financial assets.

CREMHT RISK N TRAQE RECEIVABLES

Trade receivables aro reported in the amounts expecled 1o be received based on individ-
ual assessments of each customer, Customers within the Personal Care and Tissue busi-
nass areas arg mainly large retail companies and distributors. The tan largest customers
accounted for 23% (20; 19) of these busingss areas’ outstanding trade receivables as at
31 December 2008. Packaging has a large number of customers, of which the ten fargest
cusiomers accountad for 8% (10; 7) of the outstanding trade receivables at 31 December
2008. Forest Products’ customers are mainly newspaper and magazine publishers, Al
year-end 2008, the tan largest customers represented 15% (15; 18} of the business area's
trade receivables.

Outstanding derivatives with hedge accounting '

DERIVATIVES
Below is a table showing all the derivatives that affected the Group's balance sheet and
income statement as of 31 Decembaer 2008,

Total outstanding derivatives

2008 2007 2006

SEKm Nominal Asset Liabifity Nominal Asset Liabilty Nominal Asset Liability
Curmency

derivatives 1 22236 659 624 21180 138 224 24,825 238 162
Interest-rate

derivatives 20,256 878 205 13856 141 360 23955 254 432
Commaodity

derivatives 1,250 35 353 &38 41 4 157 3 20
Equity derivatives 42 - 31 100 10 1 104 12 -
Total 43,784 1,572 1214 35774 330 589 48841 507 614

" Nominal SEK 44,305m (45,408; £6,381) is oulstanding before the right of sat-off.

HEDGING RESERVE IN EQUITY

Currency derivatives relating 10 hadging of commercial transaction exposure mostly
mature during the first half year of 2009, Before the end of 2009, al derivatives in the hedg-
ing reserve at year-end 2008 will ba roglised. With unchanged exchange rates, profit after
tax will be affected positively by SEK 16m (1; 10}. Currency derivativas relating to hedging
of the cost of non-current assets have a maturity spread until the end of April 2010. With
unchanged exchangs rates, the cost of nen-current assets will decline by SEK 31m (inc. 1:
inc. 5) after tax.

The derivatives intended to hedge energy costs in the Group mostly matura during
2008, A smali part will be realised later during the period until year-end 2013. With
unchanged prices, the Group's profit after tax will be affected negativety by SEK 227m
{positive: 26; negative: B).

2008 2007 2008
Hedge reserve Hedge reserve Hadge resarve

SEKm Asset Llabliity after tox Asset Llabliity after tax Asset Liabliity aftar tax
Cash flow hedges
Transaction exposure

Commercial transaction exposure 56 34 18 7 5 1 i5 1 10

Investrments 43 1 31 2 4 -1 ¢} 7 -5
Energy 10 az5 227 39 2 26 H 11 -8
Hedging of net investments
in foreign entities @ 747 a3 231 66 8 299
Fair value hedges

Interest-rate risk in financing 812 194 347 344 239 413
Total 1,668 587 -180 426 421 26 352 741 -3

U Quistanding derivatives wilth hadge acoounting ar included in the table Total outstanding derivatives.
2 Pertains 1o derivatives betora right of set-off.
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FINANCIAL INSTRUMENTS BY CATEGORY
Accounting pringiples for financial instruments have been applied to the balance sheet iters below.
31 Decomber 2003
Loans and Financial assets at fair value Derivatives used for Avaitable-for-sale
SEKm recaivables through profit or foss hedge accounting financlal assets Total
Assets in the balance sheat
Non-curreni financial assets a2 48 8312 714 1,656
Other non-curent assets - 1 7 - 8
Tracle receivables 17,483 - - - 17,483
Cther current receivables - 146 102 - 248
Current financial assets 186 451 5 - 642
Cash and cash equivalents 5,738 — - - 5,738
Total 23,489 6846 926 T4 25,775
Financial liabilities at fair valus Derivatives used lor Financial liabilities maasursd
through profit or loss hedge accounting at amortised cost Total
Liabilities in the balance sheet
Non-current financ:al liabilities 14,579 194 24,086 38,859
Other non-cuent lizbiities 2 90 - 92
Cument financial iabtities 360 18 12,792 13,170
Trade payables - - 14,156 14,156
Other current liabilities 280 270 - 550
Total 15,221 572 51,034 66,827
31 Decembear 2007
Loans and Flnancial assets at fair value Derivatives used for Available-for-sale
SEKm recaivables through profit or loss hadge accounting financial assets Total
Assets in the balance sheet
Non-current financial assets a2 1 147 1.266 1,528
Other non-cummant assets - 3 3 - 8
Trade receivables 16,821 - - 16,821
Crther current receivables - 39 45 - 84
Current financial assets 274 a0 2 - 366
Cash and cash squivalents 3,023 - - - 3,023
Total 20,200 133 197 1,298 21,826
Financial iiabilities at fair value Derivatives used for Financial linbilities measured
through profit or foss hedge accountlng &t amortised cost Total
Liatilities In the balance shest
Non-current financial labilities 11,789 344 8114 20,2487
Other non-curren! kabilities 2 1 - 3
Cueent financial liabilities 167 8 21,770 21,043
Trade payables - - 13,526 13,526
Other current liabilitias 48 i1 - &7
Total 12,004 362 43,410 55,776
31 December 2006
Loans and Flnancial assets at fair value Derivatives used for Available-lor-gals
SEKm receivables through profit or loss hedge accounting financlal assets Total
Assets in the balance sheet
Non-current financial assets 80 - 239 1,222 1,551
Other non-current assets - 15 - - 15
Trade recetvables 15,280 - - - 15.289
Other current receivables - 45 15 - 60
Current financial assets 215 192 1 - 409
Cash and cash equivalents 1,599 — - - 1,599
Total 17,194 252 255 1,222 18,922
Financial liabifities at fair value Derivatives used for Financla! liabilities measured
through profit or loss hedge accounting at amortised cost Total
Liabilities in the balance sheet
Non-curent financial liabilities 11,226 413 5213 16,852
Other non-currert liabiities 16 - - 16
Cument financial liabilities 6,642 ] 14,886 21,537
Trade payables - - 12,332 12,332
COther current kabilities 18 30 - 48
Tetal 17,902 452 324N 50,785

Other iabéities arx receivabies in the balance sheet includs items other than financial instruments, which means that the rows of figures above are not fully reconcilatle.
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NOTE 3 KEY ASSESSMENTS AND ASSUMPTIONS

Preparation of annual accounts and application of ditferent accounting standards are
often based on managemeant assessmenis Or on assumplions and estimates that are
regarded as reasonable under the prevailing circumstances. These assumptions and
aslimates are oftan based on historical experience but also on gther factors, including
axpeclations of future events. With other assurmmptions and estimates, the result may he
differant and the actual resuit will, by definition, seldom concur with the estimated result.

The assumptions and astimates that SCA considers to have the greatestimpact on eam-
ings, as well as assets and liabilities, are discussed balow.

VALUATION OF BIOLOGICAL ASSETS

Sinca & market price or Gther comparable value doas not exist for assets the size of SCA's,
the biological assets, that is standing forest, are valued at the value of anticipated future
cash flows.

Calculation of these cash flows is based on the felling plan from the most recent forast
survey that is available. Forest surveys are updated every ten years. The calculationis also
hased on assumptions with regard to growth, seling prices, costs for falling and sibicul-
turé as well as costs for replanting, which is a prerequisite for felling. These agsumptions
are mainly based on experience and are only changed when a change in price and cost
levels s assessed as being long term, The cash flow covers a production cycle which SCA
estimates to amount to an average of 100 years. The discount factor used is the ¢ost of
capital before tax {(WACC, weighted average cost of capital) that is normally used in valua-
tions of similar assets.

The consolidated value of biological assets at 31 December 2008 amounted to
SEK 24,711m. For further information, see Note 13

GOODWILL
Each year the Group examines whether there is any impairmert relating to gocdwill,
Goodwill is divided among cash-generating units and these concur with the Group's pri-
mary segments.

The recoverable amount for the cash-generating units is decided by calkculating vatue in
use. This calculation is based on the Group's existing stralegic plans. These plans rast on
market-based assumpticns and include anticipated future cash flows for the existing opera-

NOTE 4 ACQUISITIONS AND DIVESTMENTS

tions during the next ten-year period. Gash flows beyond the ten-year period are taken into
account by an operating surptus muitiple being applied to sustained cash fiow. This multiple
CORCUTs with current market multiples for sirmniar oparations,

The discount factors used in the present value calculation of the anticipated future ¢ash
flows is the current weighted average cost of capital (WACGC) establishad 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 2008
amounted to SEK 19,974m, For further information, see Note 11.

PENSIONS

Costs, as well as the valug of pension obligations for defined-benefit pension pians, are
based on actuarial calculations that are based on assumptions on discount rate, antici-
pated return on plan assets, future salary incrgases, inflaticn and demcegraphic condi-
tions.

The discount rate assurmption is based on high-quality fixed-income investments with
maturities cerrespending to the Group's existing pension obligations. The funded assets
include equities and bonds. The expected return on these is calculated ¢n the basis of the
assumption that the return on bonds equals the interast on a 10-year government bond
and thai the return on equities amounts to the same rate but with an addition for risk pre-
mium,

Tha Group's net definad-banefit obligations and the fair value of plan agsets amounted
10 SEK 2,600m as at 31 Dacember 2008. For further information, sea Note 26.

TAXES

Deferred tax is calculated on temporary differences between the carrying amounts and
the tax values of assets and liabilities. Thare ara primarity two araas where assumptions
and assessments affect recognised deferred tax. One is assurmptions and assessments
used to determine the carrying amounts of the ditferent assets and liabilities. The other is
assumptions and assessments related to future taxable profits, where future utilisation of
deferred tax assets depencis on this. As at 31 Decemnber 2008, SEX 1,073m was recog-
nised as deferrad tax assets based on such assumptions and assessments. Significant
assessments and assumptions are also made regarding recognition of provisions and
contingent liabilities retating to 1ax risks. For further information see Note 10.

ACQUISITIONS
Acquisilions macde during the year totalled SEK 1,764m including assumed net cebt. The acquisitions mainly petain to ;

Acquisition Acquisition price 1} Goodwill Acquired Total holding
Company Operations date SEKm SEKm % after acquisition %
Procter & Gambiles {P&G) European
tissua operations # Tissue April/ Juty -08 1,663 346 - -
Vinda International Holdings Ltd Tissue February -08 119 - & 19

" Acquisition price pertains to purchasa price Including acquisition costs. Assumed nat debt is not ncluded.,

2 Takeover of the last twa urits in the P&G acquisition, Orleans, France and Manchester, UK. Tha aoquisition batance sheets for these two units ara not finalisad. During 2007, brands and plants in Germany and italy as wel

as pperations in Hong Kong were also acquired from PAG,

The above acquisitions are reparted in the Board of Directors’ Report on page 11 under
the section lnvestments, acquisilions and divestments. In addition to the abave, three
minor acquisitions were carried outin the US and Sweden for a total purchase considera-
tion of SEX 29m,

EFFECT ON SALES AND EARNINGS OF ACQUISITIONS FOR THE YEAR

During 2008, SCA took over the last two facilities in European tissue cperations acquired
in 2007. The net sales of all four facilities was included as of the fourth quarter of 2007.
During 2008, the acquisition affected net sales of the Tissue business unit by 13%. corre-
sponding to about SEK 4,400m The acquisition affected operating profit positively by
about SEK 400m.
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Supplementary investment of 5% in the associated company Vinda International
Holding affected operating profit positively by SEK 5m, Other acquisitions did not have
any material impact on consclidated sales and earnings.

There are no plans to divest all or parts of any of the acquired operations. Goodwill relates
te acquisition of markets, whare an individual value for another asset could not be identified.




ACQUIRED QPERATIONS

Tha table below shows the fair value of acquired net assets, recegnised goodwill and the
effect on the Group's cash flow statements of all acquisitions.
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ADJUSTMENT OF PRELIMINARY ACQUISITION BALANCE SHEETS 2008
Adjustments of prelminary acquisition balance sheets in 2007 after final valuation of

acquired assats and liabilities.

Preliminary acquisition bal sheet Eurcpesn
SEKm 2008 2007 2006 Tissue Fine Sanceila Hygiene,
SEKm operation Jordan * Total
Non-current assets 1,487 3,064 121 -
Operating assets 132 347 98 Gm" ‘ ) =70 o 3
Cash and cash equivalents 1 87 85 aﬂggngs“lam_. machinery and equipriont -2 15 -6
L _123 _20 5 s in minority |nte.arests - -135 -135
Not debt exc. cash and cash equivalents -1 174 - Oer non-curtent recehvables ne ) ne
Operating iabiities a6 67 29 Operating asssts . - 21 21
Minority ~ 10 43 Cashand cash equivalents - ] 5
Fair value of net nasets 1,460 3,247 a0g Totat ¢ S z 7 3
Negative goodwali, dissolved inincome statement - -18 - Non-cufrrerft II?F)."“BS 7 - z
Goodwil " a7 1162 150 $per!all.|ng.lllf’:‘bmnm 2; : 3:
heaquisifion price jiad ot = 'lcr': i l'x;: 2007 of Fino Sancela Hygens, Jordan, has been mciassdied from associated
Acquisttion prica -1.757 —4391 8 ot and Consoida twhnmmlmﬁaommmgmmmm
Uinpaid purchase price refated {o acquisition - 9 75
Sattlement of liability for purchase price for
acquisition in earlier years -7 -78 =24 DIVESTMENTS
Cash and cash equivalents The corrugated board operations in the UK and Ireland were divested in September for
inacquired comparées 1 87 8 gk 1,145m, less divestment expenses. Other divestments amount to SEK 3m and relate
Impact °f_°°;‘l’°}id"‘°g cash and cash 1o operations in Sweden.
- QIMQIr
::ash ﬂofnr statla:u;u] -1,763 -4,371 323 SEKm 2000 2007 2008
o
axlnj::f.m c?asheequiva!ents 1 174 _ Non-current assets 1,019 17 19
Acquisition of operation incl. net debt Operating assets 8a7 i 8
assumed (Operating cash fiow statement) 1,764 -4,545 -az3  Cashandcashequialents 19 -12 -
Non-current assats hekd for sale - 2,385 -
" Specification of investment in goodwill; et debt axgl. cash and cash equivalents -1 -7 -
SEKm 2008 2007 2006  Provisions =219 -26
Investmeent in goodwilt related to acquisitions 352 1162 150 Opersting liabilities -521 -302 -2
Recaovery of previously paid purchase Liabilities held for sale - -55 -
consideration -55 - - Minority =0 -7 -
Total 297 1162 150 Gain on sale 0 28 23
The table below shows fair value of acquired net assets, recognised goodwill and effect on Purchase prica received 1,148 2,778 48
the Group’s cash flow Statements of the acquisition of the European tissue operations. Less purchass price pakl o -5 -
Less cash and cash equivalents
Acquisition balance shest {preliminary 2008} in sord companies -19 12 -
SEKm 2008 ooy Impact on consolidated cash and
- cash eguivalents, Business Combina-
Intangibie assets 17 818 tions (Cash flow statement) 1,129 2,785 48
Buildings, kand, rrachinery and equipment 1,162 1,561 Pius sokd net debt exch. cash
Cther non-current receivables. 171 29 and cash equivalents 11 &7 -
Non-current assets 1,350 2,408  Divestment of aperations during
Inventories 114 o5 theyearincl assumed net debt
Operating recevables 7 2 (Operating cash flow statement) 1,140 2,852 48
Cash and cash equivalents - 2
Current asssts 121 266
Assets 1,471 2,674
Provisions for pensions -7 -104
Other non-current liabilities -123 -6
Non-current liabilities -130 -110
Qperatng liabilities -24 =25
Current liabilitles -24 =25
Liabilities -154 -135
Fair value of net assets 1,317 2,539
Goodwil 't 346 653
Acquisition price 1,863 3,192
Acquisition price -1.863 -3,192
Unpaid acquisition price
redated to acauistion - 5
Sattienent of debt retated to 2007 acquisitions -5 -
Less cash and ¢ash equivalents
in acquired comparry - 2
impact on consolidated cash and cash
qui Busl binations —1,868 -3,185
Plus acquired net cebt exdl. cash
and cash equiva'ents -7 —104
Acquisition of operations for the year
incl. assumed net debt -1,675 -3,289

" Inchuding acquisition costs amounting 10 SEK 58m{145).
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NOTE 5 OPERATING INCOME AND EXPENSES

Distribution of operating income and expenses

SEKm Nots 2008 2007 2006
Crher income 3650 283 2305
Change in net value of biological assets 13 720 5645 304
Change in inventory of finished products

and products in progress 19 147 -506 -590
Cwn work performead and capitalised 174 182 158
Raw materials and consumables 1% —43766 39743 ~35 405
Personnel expenses 7 -20498 -20 584 ~19761
Other operating expenses -36176 =33320 ~33783
Oepreciation 2 -6 ,199 51806 5151
fmpaiments 8 ~12 -3534 -34
Total =101 920 -55815 ~82 959
OTHER INCOME

Other income includes income from activities or sales of goods and services outside
SCA's normal core business. The income can be of a recurring or occasional nature. Dur-
ing 2008, sales of goods and services outside SCA's normal business operations
amounted to SEK 1,336m, sales of energy to SEK 983m, revenue from SCA's transport
business amounted to SEK 579m and royalties to SEK 287m as well as rental income of
SEK 50m. Income of a more occasional hature, such as gains on sales of non-current
assets, amounted to SEK 88min 2008.

OTHER OPERATING EXPENSES

Other operating expanses include research and development totalling SEK 612m (595,
662), gain on exchange differences of SEK 4m {loss 6; gain 12), nat. Hedge paositions
affected operating profit negatively by SEK 116m (heg. 5; pos, 146). Government grants
raceived reduced othar operating expenses by SEK 80m (38; 68). Energy expenses were
SEKB,312m 16,579 7,389) and ranzpon expenses were SEX 9,027m {7,337, 7,528). Other
aperating expenses alsc include costs for marketing, sales, lease of premises, other con-
sulting fees, administrative expenses and other.

OPERATING LEASES
Fuiure payment commitments for non-cancellable operating leases are as follows:

SEKm 2008 2007 20068
Within 1 year 1,001 a75 902
Between 2 and 5 years 2,220 2,153 1,958
Later than 5 years 1,534 1,527 1,477
Total 4,755 4,655 4,337

Cost of the year related to operating leasing of assets amounted to SEK 871m (921; 820).
Leasing cbjects comprise a large number of items, including energy plants, warahousas,
aoffices, other buildings, machinery and eguipment, IT equipment, office fixtures and vari-
ous transport vehiclas, The assessment for a number of the objects is that, in reality, it is
paossible 1o lenminate contracts early,
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FINANGE LEASES
Future payment commitments for the Group's finance leases are as follows:

2008 2007 2008

Prosent Prosent Prassnt
SEKm Nominal value MNominal value Nominal value
Within 1 year 215 170 177 154 182 158
Between 2 and 5
yaars 702 475 588 458 801 478
Later than 5 years 324 236 407 272 262 307
Total 1241 aa1 1182 884 1245 843

Total payments for finance leases during the year amounted to SEK 182m (185; 182). Dur-
ing the year SEK 75m (73; 55) was reported as an interest expense and SEK 113m (111;
107) as amortisation of debt. Depreciation of finance lease assets during the year
amounted to SEK 105m {116; 116), The carrying amount of finance lease assets at year-
end amounted to SEK 209m {306; 317) relating to buildings/land and SEK 1,257m (1,197
1,270) relating to machineny,

For information about significant leasing contracts, refer tg Note 30 Contingent liabili-
ties. In addition to this, there is aleasing gontract for a paper machine in Laakirchen with a
term through 2019,

AUDITING EXPENSES
Remuneration to auditors can be specified as follows:

SEKmy 2008 2007 2008
PricewatarhouseCoopers

Audit assignments 67 62 62
Other assighments 19 17 29
Other auditors

Audit agsignmants 4 2 3
Other assignments 2 1 1
Tetal a2 B2 95

Other assignments are mainly audit-related consuliations in conjunction with acquisitions
andtax advice.
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NOTE 6 SEGMENT REFORTING
Primary segments - business segments
Putp, timber

Personal Publication  and solid-wood Other Total
SEKm Care Tissue Packaging papers products operations Eliminations Group
2008
REVENUES
External sales 23,033 38.379 32,766 9,005 6,130 1,438 Q 110,449
Internal sales 268 1 675 10 1,565 332 -2,881 0
Total revenues 23,331 38,380 33,441 9,015 7,895 1,468 -2,861 110,449
AESULT
Operating profit 2,912 2,375 1,493 402 1,805 433 0 8,554
Interest income 248
Interest expenses -2.563
Tax expensa for ihe ysar —-£39
Nat profit for the year 5,598
OTHER DISCLOSURES
Assets 16,899 53,424 37,703 8,759 34,855 5975 -8,536 149,079
Share of equity 7 534 3g2 19 25 6 983
Unallocated assets 8,906
Total assets 16,906 53,958 38,095 8,778 34,880 5,981 -8,526 158,968
Liabitities 5,362 13,049 9.850 2185 9,346 4,561 -8,536 35817
Unaliocated liabiities 55,899
Equity 67,262
Total equities and liabilities 5,362 13,049 9,850 2,185 9,348 1,804 -5,859 158,968
Invastments -1.688 —4,694 -2.453 =731 737 67 -10,438
Depreciation -1.006 -2,194 -1.642 -764 -5630 -83 6,199
Impaiment losses =12 0 0 0 o] 0 -12
Unallovated impaimment losses
income and expensas, in addition to depreciation,
not matched by cash flow 12 -109 -7 0 -613 -1 -872
SEKm
2007
REVENUES
External sales 21,945 33,277 33,239 8,714 7,806 842 o] 105,913
Internal sales 156 55 489 1 2,133 494 -3,328 [¥]
Total revenues 211 33,332 33,728 8,715 10,029 1,336 -3.328 105,913
RESULT
Segment result 2,960 1,724 2,651 547 2,333 -358 0 0,847
Operating profit 10,147
Interest income 193
Interast expenses -2,103
Tax expense for the year -1,076
Net profit for the year 7,161
OTHER DISCLOSURES
Assets 13,924 45,920 38,674 8223 33,514 4108 -5,443 137,018
Share of equity 142 396 363 17 AN 950
Unallocated asssts 7.082
Tota! assets 14,066 48,316 37,037 8,240 33,645 4,108 -5,443 145,050
Liabilities 4,648 11,489 10,897 2,189 9,744 2,800 -5,443 36,327
Unaliccated kabiities 44,444
Equity 64,279
Unallocated linbilities and equity 4,648 11,489 10,897 2,189 9,744 2,803 =5,443 145,050
Investments =1,032 6,456 -2,668 -378 -1,018 -2 -11,554
Depreciation -1,011 2,241 -1,578 795 -533 -28 6,186
tmpaiment losgas 16 -1 -7 8
Unallocated impairment losses -3.542 -3,542
Income anxd expenses, in eddition to depreciation,
nat matched by cash flow Q -35 -154 -1 -395 -3947 -4,532
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NOTE 6 CONTINUED

Pulp, ttmber
Parsonal Publication  and solid-wood Other Total
SEKm Care Tissue Packaging papers prodicts rati Ellminati Group
2006
REVENUES
External sales 21,010 31152 32,878 8,929 6,718 752 101,438
Internal sales 262 184 475 1 2,003 438 -3,364 o]
Total revenues 21,272 31,338 33,353 8,930 8,721 1,191 -3,364 101,433
RESULT
Operating profit 2,709 1,490 2,072 818 1,657 -331 0 8,505
Interest income 179
Interest expenses -1.851
Tax expenss for the year -1,366
Net profit for the year 5,467
OTHER DISCLOSURES
Assets 12,859 42,056 35,223 8,543 26,659 1,498 =790 126,148
Share of equity 7 40 356 15 21 439
Unallocated assets 6,957
Total assats 12,066 42,096 35,579 8,558 28,880 1,498 =790 133,544
Liabilities 4,113 6,944 7.180 1,134 1,606 961 -790 21,156
Unallocated liahilities 53,425
Equity 58,963
Total equities and liabilities 4,111 6,944 7,190 1,134 1,606 961 =790 133,544
lvestments -969 -2,586 -2.910 -3060 -5848 =20 -7.433
Depreciation -966 —2,144 -1.67¢ -850 ~488 =27 6,151
Impairment losses -11 - -23 - - - -34
Unaflocated impaimment josses -
Income end expensas, in addition to depreciation,
not matchad by cash flow 3 —303 -107 -5 218 -114 =542
1 ltems affecting comparabiilty - . - . . . .
2008 2007 2006 rial integration. Publication papers include newsprint and magazine paper. The pulp, tim-
bar and solid-wood products busingss segment also contribute o the Group's raw mate-
trpair- mpair- tmpair- I . . 3 . . ) .
SEKm Expenses ments  Expenses ments  Expenes ments 1@l !rftegratlon since the (_3rou;? s pulp and timber‘ are mainly delivered internally. In
P —e— T Y ad(:‘hllon. the Group's pulp is mainiy produ(:e.d Irqm timber frofn thg Group’s own forasts
Tissue 818 -2883 which also to a large extent supply the sawmills with raw material.
Packaging -561 -389 REVENUES AND EXPENSES
Publication papers Within the Group there is an organisation for paper recovery. Revenues and expenses
Pulp, timber and from these cperations are allocated among the business segmeénts in proportion to their
solic-wood products 5,045 -158 usa of recovered paper. All the other income and expenses as well as inceme from partic-
Other -8 -4 ipaticns in associates are directly attributable to the business segmant.
::l:‘ 20 ﬂ'x ASSETS AND LIABILITIES ’
The assets included in each business segment comprise alk operating assets used in the
business segment, primarily accounts receivable, inventories and fixed assets after deduc-
BUSINESS SEGMENTS tion for provisions. Moest of the assets are directly attributable to each business segment. In

The Group is organised in five main product groups: personal care, tissue, packaging,
publication papers, and pulp, imber and sclid-wood products. Thase praduct groups ara
the primary segmenis. Tissue Includes tollet paper, kitchen paper and paper handker-
chiafs sold to the retail trada, as wall as, toilet paper, hand drying products, napkins and
praducts for cleaning for industrial ang office applications. These products are sold 1o
corporate custemers in the industrial secior, offices, hotels, restaurants and catering,
healthcara and other institutions. Personat Care products comprise baby diapers, femi-
nine care products and incontinence products. Packaging comprises corrugated board
as well as protective and specialty packaging. This business segmeni also includes con-
taimerboard which is mainly deliverad internally and contributes to the Group's raw mate-
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addition, some assats that are commen e two or more business segments are allocated
among the business segments. The liabilities attributable to the business segrments com-
prise all operating liabilities, mainly accounts payable and accrued expenses. So-called
capital employed is allocated to the business segrments.

INTRA-GROUP DELIVERIES

Ravanues, expenses and rasults for the diffsrant business segmants are aftected by intra-
Group deliveries. Internat prices are market-based. Intra-Group deliveries are eliminated
on consoiidation.
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SECONDARY SEGMENTS - GEOGRAPHICAL AREAS
The Groups’ operations are divided into three geographical areas: Europe, North America and tha rest of the world.
Sales Assats Investments
SEKm 2008 2007 2006 2008 2007 2008 2008 2007 2006
Europe 85,171 81,298 74,732 138,607 125,745 111,368 -8,265 2776 -5,823
North America 11,983 10,455 13,273 11,817 12,132 14,632 -1,451 -597 —Ba7
Rest of the world 12,295 14,160 13,434 15,043 13,878 12,927 -720 -1,181 ~774
Eliminations -6,499 8,705 -5,383
Total 110,449 105,913 101,439 158,568 145,050 133,544 -10,438 -11,554 =7,434
Sales figures are based on the country in which tha customer is located. Assets and investments are raported where the assets arelocated,
GEOGRAPHICAL AREAS
The Group's operations are mainly conducted in two areas, In Europe, whichis the Group's
home market, the Group manufactures and sells personal care products, tissue, packag-
ing, publication papers and solid-wood products. In North America, the Group manutac-
tures and sells AFH tissue and incontinenca products. The North American packaging
operations were sold in March 2007.
NOTE 7 PERSONNEL AND BOARD COSTS
Personnel casts Proportion of absence due to ifiness by age group, %
SEKm 2008 2007 2006 -29 049 50~
Salaries and remuneration 15,142 15,465 14,668 3 4 5
of which Group management 63 71 69
P‘;L::n“r;f;:’d o e o1, FEESTOBOARD MEMBERS IN THE PARENT COMPANY DURING THE YEAR
) . ! Mambers of the Board elected by the AGM who are nol employses in the company
of which defined-enefit pension plans 189 148 3 caceivad the following remuneration in 2008 in accordance with the AGM decision.
of which defined-contribution
pension plans 786 650 641 Board Audt  Remuneration
Other social security costs 3,088 3,061 3057 SEK fou Committee tee Committee ise Total
Other parsonnel costs 1,283 1.270 1022 Sverker Martin-L&f  {Chaiman) 1,350 000 100.000 75000 1,525,000
Tota! * 20,488 20,584 19,761 Roif Barjesson 450,000 75000 525,000
" Tytal personnel costs includa SEK Om {967; D atributatle to costs for implemented efficiency enhancae- Séron Gyll 450,000 100,000 550,000
Ment easures. Torn Hedelius 450,000 75000 525000
Leit Johansson 450,000 450,000
Average number of employees Anders Nyrén 450,000 (Chaiman 125,000 575,000
2009 2007 2008 Barbara Miian Thoralfsson 450,000 450,000
Average number of employees 51,899 50,433 51,022 Total 4,060,000 325,000 225000 4,600,000
of whom worneri, % 29 25 25
Number of countries 60 60 54 Total Board fees for Board members 2007 amounted o SEK 4,225,000

Women comprisad 14% (14} of the total number of Board members and senior executives.

Breakdown of employees by age groups, %
21-30 3140 41-50 51-80
20 29 29 17

Less than 3% (2; 2} of the employees are under the age of 20, and less than 2% (2 2) are
ovar age 60. During 2008, SCA invested approximately SEK 153m (178; 165) or nearly
SEK 3,400 (3.520; 3,200) per employee in skills enhancement activities. The added value
per employee in 2008 amounted to SEK 534,000 (351,000; 514,000). The propartion of
university graduates amounts to about 13% (15; 13).

In 2008, 7,511 (5,852; 7,397) persons left SCA while 6,255 {7,202; 6,327) joined the
company. These figures include both voluntary retiremsnt and the effecls of rationalisa-
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, %

2008 2007 2008
Total absence due toiiness
of normal working hours 4 4
Men 4 4 4
Women 5 8
Ot which continucus absence due to
iiness of 60 days or more 43 48 58

REMUNERATION TO SENIOR EXECUTIVES DURING THE YEAR

Senior exscutives refer to the President, who is also the CEO, the Executive Vice Presi-
dent, business group presidents and the heads of ccrporata staff units. For the composi-
tion of this group see pages 86 - 87,

AGM GUIDELINES FOR REMUNERATION TO SENIOR EXECUTIVES
The 2008 Annual General Mesting adopted the following guidelines for remunaration for
senior executives:

*Remuneration to the CEO and other senior managers will be a fixed amount {base sal-
ary), possible variable remuneration, additional benefits and pensicn. Qther senior man-
agers include the executive vice president, business group managers and the central statf
managers. Tha lotal remuneration is to corraspond to market practice and be cormpetitive
in tha senicr manager’s field of profession. Fixed and variable remunerationis to be linked
to the manager's responsibility or authority. For the CEQ, as well as for other senior exec-
utives, the variable remuneration is tc be limited and linked to the fixed remuneration. The
variable remuneration is to be based cn the outceme of predetermined objectives and, as
far as possible, be linked 1o the increase of value of the SCA share, from which the share-
holders benafit. In the event of termination of amployment, the notice period should nor-
mally ba two years shoutd termination be initiated by the company, and one year, whenini-
tiated by the senior executive. Severance pay should not exist. Pension benefits are to be
either defined-benafit or defined-contribution plans, or a combination hereof, and entitle
the sanior executive 1o pension from the age of 80, &t the earliest. To earn the pension
benefits, the period of employment must be long, at present 20 years. When resigning
belore the age entitling 1o pension, the senior executive willreceive a paid-up pension pol-
icy from the age of 0. The pensicn is not to be based on variable remuneration. Matters of
remuneration to the senior managemant are to be dealt with by a Remuneration Commit-
tea and, as regards the President, be resolvad by the Board of Directors.”
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NOTE 7 CONTINUED

COMPANY'S APPLICATION OF GUIDELINES

FIXED SALARY

The fixed salary shall be in proportion to the individual's position and the authority and
responsibilities this antails. It is set individually at a tevel that, combined with other remu-
neration, is assessed as a market rate and competitive in tha labour market in which the
executive works.

VARIABLE REMUNERATION

Variable remuneration for the CEQ, Exacutive Vice Prasident, business area presidenis
and equivalents is maximised 10 a {otal of 5% of the fixed salary, while the corrasponding
limit for other senior executives is 75%.

The programme for variable remuneration is divided into a short and long-term portion.

The short-term portion (Short-term Incentive, or STI} for the CEQ, Exacutive Vice Presi-
dent and business area presidents and comparable executives may amount to a maximum
of 50% of the fixed salary, while the corresponding limit for other senior executives is 40%.
The STl goals set for the business group managements are mainy based oncash flow, while
tha goal for the CEC and othars reporting directly to him is based primarily on the Group’s
earnings. A goal tinked to earnings per share applies to a!l.

The long-term portion (Long-Term Incentive, of LTI) may amoun! 10 a maximum of 35% of
the fixed salary, providing that the executive invests half of the outcome in the company's
share, and a maximurm of 25% it such investiment is not mads. The established LTi goal is
based on the price performance of the company's B share compared with a weighted index
of competitors’ shares (Total Shareholder Return, or TSR) over a three-year period.

The formulation of the variable remuneration has been dacided by the Board, which
annually determines the goals in the programma for the Group.

STl did not result In any variable remuneration for the CEQ, Exacutive Vice President or
the haads of corporate staffs in the Parent Company. In addition, STI did net result in any var-
iable remuneration for the business group prasidents, with the exception of two, for which
5Tl resulted in variable remungration corresponding to 20-35% of fixed salary. No remuner-
ation based on LT will na paid for 2008,

OTHER BENEFITS
Other benefits pertain to housing and company car.

PENSICN

For the CEQ, who is entitled to retire at the age of 60, the pension agreement provides a
retirerment pension {excluding national pension bensfits and previously earned paid-up
policies) between the age of 60 and 65 of approximately 40% cf final salary {excluding var-
iable remuneration) and thereafter with approximately 20% of linal salary (excluding varia-
ble ramuneration} for lite. Lpan termination of amployment prior 1o retirement age, a pald-
up pelicy is received for pension payments from age 80. In addition, beneficiaries’ pension
{excluding national pension benefits and praviously earned paid-up policies) amounts to
approximatety 0% of retirement pension,

Most of the other senior exacutives in the Group have a combination of defined-benefit
and defined-contribution pension plans that entitie the executives, on reaching tne age of the
age of B0, to receive a retirament pension {in¢luding national pension benafits) of up to 45%
of the average salary (excluding variable remuneration) for three years prior to retirement age.
Fer full pension, the individual must have been employed for at least 20 years calculated from
40 years of age. Upon termination of employment pricr to reaching retirement age, a paid-up
policy is received for pension payments from age 80, on condition that the axecutive, after
reaching the age of 40, has bean employad in the Group lor at least three years. Moraover,
beneficianes’ pension amounts to about 50% of retirement pension. In addilion to the
defined-benefit pension, a pension is paid based on premiums paid by the company. The
premiums paid for each year of service amount to 10% of the executive's base salary and are
investedin a fund or insurance chosen by tha gxecutive.

Some senior executives in the Group have a pension plan, which is tlosed to new
entrants, that is a defined-benefit pension plan, which granis tha executive the right at the
age of 65 to receive a pension (including national pension benafits) at up to 70% of the salary
{exciuding variable salary). However, thay are entitied 10 retire at 80 with 70% of the final sal-
ary at retirement (excluding variable remunaration), between 60 and 85 and subsequently
with 50% of the salary at retirement (excluding variable remuneration). Normally, full pension
requires the executive to have been employed it the Group for 20 years. Upon termination of
employment prior ta reaching ratirement age, a paid-up policy is received for pansion pay-
ments from age 65 or 60, under the condition that the executive, after reaching ihe age of 40,
has been employed in the Group for at least three years. In addilion, beneficiaries” pension
ameunts to about 50% of retirement pension.
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SHARE-BASED PAYMENTS - EMPLOYEE QOPTION PROGHANMMES
Na share-based payments ware made duning the year.

The company earlier issued employee opticns for which the term has not yet expired.
Thus, during 2001 and 2002, about 200 senior executives received stock options at no
cost at a value (theoretically calculated), which on the date did not exceed about 20% of the
executive’s base salary. The total number of stack opticns for both years allotted to these
execuiives amounted to about 1,800,000, The maturity of the oplions is seven years.
Accordingly, the first of these programmes (2001} matured in 2008, whilg the other pro-
gramma {2002) will matura in 2009. When exercising the options, the employee must make
paymenis correspanding io the average latest paid price for Ciass B shares in SCA during
a certain period prior the allotment date. For options allotted in 2001, the exercise price
was set at the average share price over a ten-day period in May 2001, SEK 220.00 (follow-
ing a 3:1 share split each employee option carries entitlament to acquire three B shares at a
fixed exercise price}. For the options allotted in 2002, the exercise price was sot at the aver-
age share price during a ten-day period in May 2002, SEK 347,50 (following a 3:1 share split
each employee option carrics entitemnent o acquire theee B shares a1 3 fixed exercise
price). The options have so many entitlement restrictions that they are considered to lack
market value. With the share price at year-end, SEK 86.75, the value of all outstanding
options issued in 2002 amounted to SEK 0. The expanses for social security costs on exer-
cise of the stock options have been hedged with regard to increases in the SCA share
price. The risk of a downturn in the share price is not hedged, Hedging is contucied in
share swaps at a nominal SEK 42m. The market value al year-end was negative SEK 3tm.
The market valug of the hedging transaction is set and recognised in income as incurred,

Holdings of ernploy ptions, 31D ber 2008

Programme 2002/2009
Chaimman of the Board 40,000
CEO -
Cther sanior executives (13 people) 87,000
Total 107,000

For each executive’s holding, see also page 87.

NOTICE PERIOD AND SEVERANCE PAY

The agreement with the CEC stipulaies a period of notice of termination of two years if
such notice is given by the company. The CEQ has a corresponding right with a period of
tarmination of one year. If notice is given by the company, the CEC is not obligated to sarve
during the notice period, The agreernent does not contain any stipulations with regard to
severance pay.

Between the company and other $enfor executives a period of notice of termination of
two years normally applies, if such notice is given by the company. The executive has a cor-
responding right with a period of notice of termination of six months to one year, The execu-
tive is normally expected to be available to the company during the notice period. The agree-
ments have na stipulations with regard to severance pay.

PREPARATION AND DECISION PRQCESS FOR REMUNERATION

During the year, the Remuneration Committee submitied to the Board recommendations
regarding the principles for remuneration of senitr éxecutives. The recommendation
encompassed the proportions between fixed and variable remuneration and the size of
any salary increases. In addition, the Remuneration Commitiee proposed criteria for
assessing variable remuneration and pension terms.

The Board discussed the Remuneration Committee's proposal arki decided on the basis
of the Cornmiitee's recommendations.

The remuneration 10 seniorn executives for the 2007 financial year was based on tha
Remuneration Committee’'s recommendation, and with regards t© CEO decided by the
Board. The executives concerned did not participate in remuneralion matiers pertaining io
themsetves.

When it was deemed appropriate, the work of the Remuneration Committee was carrisd
out with the support of external expertise. For information about 1he composition of the
Remuneration Commiittee, sea page 83.
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Remuneration and ather benefits during the year
Variable Share-relatad Other

SEK Fixed salary remuneration Other banwlits Pension costs payments remuneraticn Total
CEQ Jan Johansscn 7,000,000 - 101,352 4,971,602 - - 12,073,044
Other senior exacutives {13 peopie} 45,338,557 2,475,000 4,502,030 13,771,332 - - 66,176.919
Former CEQ Jan Astrdm Q - - - 6,024,801 6,024,801
Tota! 52,338,557 2,475,000 4,693,382 18,743,024 - 6,024,801 84,274,764
COMMENTS TO THE TABLE

= In applying the company's eadier contract with the Chairman of the Board, whowas  »
previously President and CEO of SCA, from the date he left employment in 2002 and =
until he reached age 65 (November 2008), he essentially remained at the remunera-
tion level that was comparable to his provious employment benefits {excluding varia- .
ble remuneration!. In addition to contractual pensicn, he accordingly received an
annual supplementary amount, which for 2008 amounted to SEK 1,920,845,

Variable remuneration covers the 2008 financial year but is paid in 2008,

Pension costs pertain to the costs that affected eamings for the year, excluding spe-
cial payroll tax.

Other remuneration to the former CEQ pertains to severance pay, etc., according to
agreement,

Group by country
Net sales A ge number of amploy Salarles
2008 2007 2008 2007 2008 2007
of whom of whom

SEKm % SEKm % SEKm women, % SEKm womsn, % SEKm SEKm
Sweden 7.309 7 7.798 7 6,708 25 6,280 23 2,497 2,643
EU excl. Sweden
UK 11,695 11 12,918 12 4,284 21 4,787 17 1,360 1,915
Germany 15,453 14 13,337 13 6,281 18 5,607 17 2,752 2,366
France 9,102 8 8,296 8 2.792 26 2,631 25 9368 903
tiaky 7.809 7 7,484 7 2.3 17 237 18 800 728
Nethedands 5323 5 5,054 5 2,162 17 2,152 14 a77 BE87
Spain 4,810 4 4,381 4 B8g4 29 864 25 263 257
Denmark 3,480 3 3,492 3 4,387 25 1,467 24 654 658
Belgium 2,579 3 2,472 2 910 24 931 26 413 448
Austria 2,365 2 2,084 2 1.587 14 1,470 12 750 860
Finland 1,521 1 1,436 1 375 38 361 36 19 132
Poland 1,328 1 1,208 1 770 3 692 .+ 73 69
Greece 1,273 1 1,186 i 426 19 436 15 a8 108
Hungary 1236 1 984 i 754 47 446 39 97 65
Czech Republic 1202 1 1,035 1 930 4% a57 49 101 a1
Partugal 855 1 573 1 38 58 38 53 13 12
Iretanc 609 1 649 1 56 3z 21 19 20 83
Restof EU 1,537 1 1,262 1 1,165 32 993 30 98 91
Total EU excl. Sweden 72,257 65 67,831 a4 27,120 23 26,270 22 9,514 9,451
Rest of Europe
Russia 2,101 2 1,854 2 1,134 50 1,134 50 183 188
Norway 1,639 2 1,670 2 254 &7 210 N 128 113
Switzerland 1,516 1 1,156 1 238 32 2564 30 112 106
Cther 1,348 1 989 1 217 34 183 11 30 23
Total rest of Europe 8,605 6 5,669 é 1,843 45 1,781 “ 453 440
Rest of world
us 8,216 7 9,184 9 2,785 43 3,183 27 1,175 1,388
Australia 2,699 2 2711 3 401 28 776 28 391 359
Mexico 2,456 2 2,303 2 2,422 18 2,150 15 264 318
China 1,814 2 1,652 2 4,740 43 4,564 37 161 132
Canada 1312 2 1,271 1 3186 29 268 39 92 80
Colombia 1,212 2 1,085 1 1,249 47 1,272 29 85 107
New Zealand 857 1 892 1 657 26 678 24 229 234
Japan 789 1 663 1 59 69 58 69 23 21
Malaysia 751 1 619 1 1,157 51 1,085 42 G4 83
Other, Asia 542 [+] 478 0 - - - - - -
Indonesia 399 [ 435 0 78 29 24 32 2 2
Chig 5 V] 310 0 244 75 234 & 26 26
Singapore 263 0 286 0 214 38 250 42 3 36
Morocco 243 0 339 o] - - - - - -
Othar 2,300 2 2,587 2 1,605 47 1,478 30 102 145
Total rest of world 24,278 22 24,615 23 18,330 39 16,102 30 2,678 2,91
Group 110,448 100 105,913 100 51,999 29 0,422 25 15,142 15,485
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DEPRECIATION AND IMPAIRMENT
of property, plant and equipment and intangible assets

vore 8

SEKm 2008 2007 2008
Depreciation

Buiildings 311 753 765
Land a3 a1 78
Machinery and equipment 4,979 5,053 5,083
Sub-total 5,883 5,887 5,934
Patents, frademarks anct simiar rights 274 255 170
Capitalised dovelopment costs 42 44 47
Sub-total 36 299 217
Total depreciation 6,199 6,188 6,151
Impairment losses

Buildings 2 197 ¢
Lanc - 19 -
Machinery and equipment 10 3,088 13
Construction in prograss - 2 8
Sub-total ¥ 12 3,306 30
Gooawil -

Patents, trademarks and sirnilar rights - 226 4
Canitaksad development costs - 2 -
Sub-total - 4
Total impairment losses 12 3,534 34
Total

Buildings 813 a50 774
Land a9 100 6
Machinery and equipment 4,989 8,141 5,106
Construction in progress - 2 a
Sub-total 5,895 5,193 5,964
Goodwill -

Patents, trademarks and similar rights 274 481 174
Capitaised development costs 42 46 A7
Sub-total 318 527 21
Total depreciation and

impairment 8,211 9,720 6,185

" Total impairment of property, plant and equipment includes reversal of impainment for buildings of SEK -m
{1: 1) as well as SEK -m {18: - }for plant and equipment.

Depreciation is based on the costs and estimated useful lives of the assets provided in the
accounting principles section on page 44.

NOTE 9 FINANGIAL INCOME AND EXPENSES

SEKm 2008 2007 2006
Results from shares and participa-

tions in other companies

Dividends 64 39 28
Capital gaing 17 a0 46
Interest income and similar

profitloss iterns

Interest income, investments 165 124 81
Cther finangial income - - 23
Total financial income 244 193 179
Interest expenses and similar

profit/loss itema

Interest expensas, borowing -2,233 -1,883 -1,756
Interest expanses, derivatives -248 —-183 -93
Fair value hedges, ineffectiveness -35 -8 -
Other financial expenses -47 ~20 -2
Total tinancial expenses -2,563 -2,103 -1,851
Total -2,317 -1,910 ~1,672

Other financial income and expenses include exchange losses SEK 23m {loss 1; gain 23),
Capital gains include gains from sales of shares ot SEK Qm (26 42).
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NOTE 10 TAXES

Tax expense

SEKm 2008 2007 2006
Current tax axpense 1.262 1,506 1,997
Deferred 1ax expense -623 —430 -631
Total 639 1,076 1,366

Tax expense amounted to 10.2 % (13.1; 20.0) of the Group's profit before tax. The differ-
ence between reported 1ax expense and expacted tax expense is exptained balow. The
expecied tax expense is calculated according to the current Group structure and current
profit bevels in each courry,

2008 2007 2006
SEKm %  SEKm % SEKm %

Tax expensa 6839 0,2 1,076 131 1,366 20.0
Expecied tax expensa 1,724 27,7 2,328 283 2,102 308
Difference -1085 =175 -1,252 -152 =738 =108
The difference is explained by:

Parmanent effects ¥

Effects attributable to internal

bankingy operations -669 -10.8 585 73 498 -73

Effacts of olher subsidiary inancing -7y 27 -143 -7 26 1.4

Other permanent effacts 2 190 30 249 3.0 108 1.6
Taxes related to prior periods 3 -100 16 -117 -1.4 -118 1.7
Changes in unrecognised tax assets ¥ 131 21 1? 1.4 -105 -1.6
Changed lax rates ® —2668 -7.5 531 -6.5 -27 04
Other ® - - -2 29 - -
Total -1,085 -175 -1,252 -152 -738 -10.8

TPemrnanent effects arp attributabile (o permanent differences between accounting and facal resutt,

2 2008 inchudes tax expenses of SEK 46m for profit-taking within the Group. 2007 includas permanent
eflects from divesting the North American packaging operations amcunting to SEK 87rm.

310 2008, SCA recognised a tax income amounting to SEK 33m dua ta a favourabie judgment in the Euro-
paan Court of Justiocs. Ouring 2007 release of a previously recogrised provision for Lax risks decreased tax
expensa by SEK 56m, in 2006, a pasitive outcome of a tax dispute as well as changed provisions for 1ax
risks reduced the tax expense try SEK 82m.

4 During 2006 deferrad tax assets, in Mexico, wera impairad by SEK 65m. During 2007, previously recog-
nised tax credits, in Mexico, wera mpaired by SEK 72m. In 2006, SEK 91m was attributatie to revasuation
olioss camyforwards in Germany,

St Changa in tax rates in 2008 wore attributabla to revaluation of deferred taxes due to the reduction of the
corporate ax rate in Sweden. The comesponding revaluation 2007 was attributable 1o the reduction of cor-
porate tax rates in Gerrnany and Haly.

i 2007 SCA, through investments in Poland and Siovakia, recehved entilement lo investment tax credits
amounting to SEK 242m.

CURRENT TAX

Current tax expense {+}, tax income (-}

SEKm 2008 2007 2008
Ingoma tax for tha period 1,332 1,387 1,372
Adpustrments for prior periods -70 119 625
Total 1,262 1,506 1,607
Current tax liability (+), tax receivable {-)

The change of current tax liability during the period is explained below:

SEKm 2008 2007 2006
Balanca, 1 Jan. 27 237 B
Current tax expensa 1.262 1,506 1,997
Paid tax -1,702 -1,719 -1,770
Chbar changes -20 - 5
Exchange differences -50 3 -1
Balance, 31 Dec. -483 27 7

Other changes retates 1o acquisitions and divestments of SEK 20m (0;5}. Clesing current
tax liability comprises tax assets of SEK 682m (570;563) and tax liabilities of SEK 199m
(597.800).




DEFERRED TAX EXPENSE (+), TAX iINCOME (-}

SEKm 2008 2007 2006
Changes in temporary differences -190 482 252
Adjustments for prior pericds =30 -236 743
Other changes -403 -676 —140
Total -623 —430 =831

Other changes include the effects of changed tax rates which reduced the deferred tax
expense by SEK 466m (531; 27), revaluationof deferred tax assets whichincreased deferred
tax axpense by SEK 63m (67;reduced 113) and capitalisation of 1ax assets refated to the
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Other changes include deferred tax recognised directly in equity according to IAS 19
SEK -937m, 1AS 39 SEK -78m, effects of acquisitions and divestments SEK -147m and
release of provisions for 1ax risks which has debited tax expense by SEK -8m. Closing
daferrad tax liability comprises deferred tax assets SEK 1,0673m (1,042, 718) and deferrad
tax liabilities SEK 8,848m (11,343; 10,931).

LOSS CARRYFORWARDS

Loss carryforwards for which no deferred tax assels are recognised amounted to SEK
1,404m (1,285; 959} at 31 December 2008. Of these SEK 742m have an indefinite life. The
remainder expire as follows.

right to future tax deductions of SEK0m {212; 0). Yoer SEKm
2000 94
Deferred tax liakility (+), tax receivable {-) 2010 52
The change during the period of deferred tax liability is explained below: 2011 14
2012 23
Detarred 2013 and later 379
Qpening tax Other Exchange Closing Yotal 662
SEKm halance P h diff bal:
Intangible assets 165 255 -53 16 383 During 2008, unrecognised loss carryforwards amounting 1o SEK 90m expired and SEK
Land and buildings 8,105 -129 63 151 8.190  50m was either utilised or capitalised. The tax valus of unrecognised loss carryforwards
Machinery and equipmont 4,673 -284 -142 456 4703  amounts to SEK 337m
Financial assals 385 184 -326 -9 244
Current assets 43 =75 —4 -7 -43  QTHER
Provisions lor pensions -117 132 -503 —43 -531 SCA reports no deferred tax relating to temporary differences attributable to investments in
Other provisions -477 494 -102 -8 93 subsidiaries, associated companies and joint ventures, Any futura effects (tax deducted at
Liabiities _221 _232 _74 2 .5p4  sourcaand other deferred tax on profit-taking within the Group) i reportad when SCA can no
Tax cracits and tax loss longer control reversal of such differences or when for other reasons it is no longer improba-
carry ferwargs 2,275 842 -3 268 3536  blethat roversal can take place within the foreseaable future,
Cther 20 ~36 B -7 17
Total 10,301 -823 -1,168 266 8,776
NOTE 1 1 INTANGIBLE ASSETS
Licences, patents and Capitalised
Goodwill Trademarks similar rights development costs
SEKm 2008 2007 2006 2008 2007 2006 2008 2007 2006 2008 2007 2008
Aocumuated cost 19,374 18,161 16,997 1,921 1,918 1,122 3,447 3.250 3,121 550 470 418
Accumulated depreciation - - - -125 -9 -84 -1,818 -1,714 -1,603 -291 227 -182
Accumedated impairment - - - -202 =207 0 -18 -5 2 -5 -5 -3
Residual value according to plan 19,374 18,161 16,997 1,504 1,813 1,038 1,611 1,501 1,520 254 238 231
As at1January 18,161 16,097 19,823 1,613 1,038 1,128 1,531 1,520 238 238 23 252
Investments 0 4 - Q0 Q Q 207 199 m 30 39 38
Sales and dispcsals 0 0 o 0 0 0 - -8 -8 0 0 o]
Business combinations 297 1,182 150 0 817 o 1 38 1 o] 0 Q
Company divestrrents 0 0 0 a 0 ) Q - c 0 a
Reciassiications a -23  -1,588 2 0 o 2 29 807 a 8 -3
Depreciation for ther year - - - -10 -1 -1 -264 —-244 -1589 —42 —44 -47
Impairment for the year - - - 1] -207 0 Q -19 -4 o} -2 ]
Exchanga difierences 885 21 -1,288 -1 =24 —80 134 16 -58 20 8 -9
Closing carrying amount 15,374 18,181 16,997 1,594 1,613 1,038 1,611 1,51 1,520 254 238 <3
“Isngﬁl intangible pssets was changed tue to rectassification of goodwill relating to adjustments of prefiminary acquisition balance sheats i the amount of SEK 31m and property, plant and equipment in the amount of
.
IMPAIRMENT TESTING The recoverable amount for each cash-generating unit is determined based on a calcula-

Goodwil is tested for impairment every year. Goodwill is distributed among cash-
generating units as follows:

Goodwill in cash-generating units

Averags
SEKm WACC 2008, % 2008 2007 2008
Personal Care 7.6 2,534 2,362 2,432
Tissue 8.7 B,749 8177 7.092
Packaging " 6.8 7.250 6734 6,595
Publication papers 6.8 2068 232 242
Pulp, timber and solid-wood products 7.0 30 33 31
Other operations 6.8 608 623 805
Total 18,374 18,181 16,997

1} In 2006. SCA disciosed 1he cash-ganerating unit Packaging, rast of the workd, consisting of Asia and North
Amarica. In 2007, tha North American packaging operations wera sold and in 2007 and 2008 testing for
impairment inctuded Asia in the cash-generating unit Packaging.

tion of valua in use. Thesa calculations are based on the sirategic plans adopted by Group
managament for the next 10 years. Assumptions in stralegic plans are based cn current
market prices and costs with an addition for real price reductions and cost inflation as well
as assumed productivity development. Volume assumptions follow the Group's target of
an average annual growth of 3% to 4%, depending on business segment and geographic
market. Effects of expansion investments in order to achieve the said growth are excluded
when goodwillis tested for impairment. Antigipated future cash flows, according to strate-
gic plans form the basis of the calcutation. Cash flows for the period beyond 10 years are
calculated by an operating surplus multiple being applied 1o estimated sustained cash
flow. In a present value calculation of anticipated future cash flows the current weighted
cost of capital (WACC) decided for sach area within the Group is used. Discounted cash
flows are compared with the carrying amount of capital employed per ¢ash-generating
unit, Testing for impairment is carried out in the fourth quarter and testing for 2008 showed
that there was no impairment need.
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NOTE ﬁ? CONTINUED

In addition to goodwill, there are trademarks in the Group that ara judgad to have an indef-

SEKm 2008 2007 2006
inite useful life. The useful life is judged as indefinite when it retates to well-established i2te0 coat g P 255
tradernarks within their markets that the Group intends 1o keep and further develop. The lated ton of 23 12 _
trademarks identified and measured relate to the 2007 acquisiton of the European tissue - "
oparations and to the 2004 acquisitions in Mexico, Australia and Malaysia. Thecostof the  Residual valua according to plan a2 IS 285
trademarks was established at the time of acquisition according to the so-called relief As a1 1 January 73 265 112
from royalty method. The need for impairment is tested every year. Testing is carried out Ermission allowances mceived 363 9 209
during the fourth quarter and is performed for each trademark or group of trademarks. An L .

- N R . Acquisition of opearations 15

evaluation is made of the royally rate established at the time of acquisition as well as
assessed future sales development over 10 years. A multiple is used for time beyond 10 Sales o 9 -13 32
years, This is discounted with the current weighted cost of capital (WACC) for each mar-  eciassifications N - =
ket. Testing for 2008 showed no impairment for trademarks. At year-end, the value of  Setilement with the govarment -79 -268 -105
SCA's trademarks with an indefinita useful life amounted to SEK 1, 553m (1,567; 979). Revaluation of surplus -7 -1z -

Exchange differences 30 7 =
EMISSION ALLOWANCES Closing carrying amount 327 73 265
The SCA Group participates in the European system for emission allowances. SCA receives
a permit, from each government in which operations requiring a permit are conducted, to
emit a specific velume of carbon dioxide during a calendar year. At year-and 2008, surphus
emission allowances not required to cover the provision for emissions wera adjusted down-
ward by SEK 7m 1o the current markai price on the balance shest date. In conjunction with
this, the deferred income was also reversed by a carrespanding amaunt so that the net cost
for the revaluation is zero. Settlemeant with each government regarding 2008 amissions will
take place in April 2009,
NOTE 1 2 PROPERTY, PLANT AND EQUIPMENT

Bulldings Land Machinery and equipment Construction in progress

SEKm 2008 2007 2008 2008 2007 2006 2608 2007 2008 2008 2007 2006
Accumulated cost 23,764 21,335 19,600 7,181 6,685 6,149 90.768 84,065 77.957 5,709 3,499 4,233
Accumulated depreciation -0,445 -8,291 7,483 -1,132 -1,016 -542 ~48,970 —45,154 41,420 - - -
Accumulated impairment —402 -323 -129 -g1 -89 -129 —3,692 -4,252 =-1,227 - r -21
Residual value according to plan 13,917 12,71 11,988 5,968 5,580 5,078 38,106 34,658 35,310 5,709 3,487 4,212
Value as at 1 January 12271 11,988 13,205 5,580 5,078 5,352 34,659 35,310 37,405 3,487 4,212 4,185
Investments 364 283 ars 142 108 97 3.669 3,335 2,801 4,203 3,100 3519
Sales and disposals -22 -2 22 -25 - =53 =35 -91 -115 -14 -13 -2
Business combinations 429 634 16 250 354 18 510 801 78 7 7 3
Company divestments -234 -5 -5 229 -2 -12 -557 82 -1 -5 - -
Aeclassifications 278 647 -180 -0 68 -52 1,819 3,049 2,042 -2,242 -3,863 -3,302
Depreciation for the year -811 -753 -765 -93 -81 -76 -4,979 -5.053 -5.063 0 - -
Impaiment for the year -2 -197 -10 o] -19 - -10 3,106 -13 0 -2 -8
Reversed impairment 0 - 1 ¢} - - a 18 - 0 - -
Exchange differences 1,194 211 -620 353 74 -196 2,930 458 -1,7%4 273 46 -163
Clesing carmrying amount 13,917 12,71 11,8988 5,968 5,580 5,078 38,106 34,654 35910 5,709 3,487 4,212

in 20086, property. plant and equipment was reduced due 1o reclassification 1o proparty, plant and equipment beid for sale of SEK 37m, to intangible assets of SEK 12m and due 10 adustment of the prefminary acquisition

batance downward by SEK 6m.

During the year SEK 18m (~; 35) pertaining to interest during tha construction pericd was
capitalised in machinery, SEK 45m (0; -) was capitalised in buildings, at an interest rate of
259% (- 3). The high inlerest rate in 2008 is attributable to the high interest level in Russia,
where most of the capitalised interest is recognised. The total includes cost for machinery
and equipment of SEK 810m (585; 587), buildings SEK 10m {8; 9) and for building in
prograss in the amount of SEK 45m {0, -).

Government grants reduced investments for the year in buildings by SEK -m (1; -),
machinery and equipment by SEK 16m (86; 22) and construction in progress by SEK -m
(= 3). Intotal, government grants reduced accumutated costs for buildings by SEK 12m
{10; 9}, tand by SEK 1m (1; 1), machinery and equipment by SEK 385m (367; 270) and con-
struction in progress by SEK -m [-; 3).

64 SCA Annual Report 2008

TAX ASSESSMENT VALUES

Tax assassment values relate to assets in Swedan.

SEKm 2008 2007 2008
Buildings 1942 2.385 2,363
Land 19,278 12,672 12,577
Total 21,220 15,057 14,940

Carrying amount of buildings with 1ax assessment values in accordance with the above
was SEK 1,160m (1,523; 1,604). The tax assessrent value for land includes forest land
which is divided up and recognised as biological assets and land assets (see Note 13).
Carrying amount of biclogical assets and land and land improvements, was SEK 24,711m
(23,905; 18,082) and SEK 1,786m (1,748; 1,628) respectively,




NOTE 13 BIOLOGICAL ASSETS

SCA's forest assets are divided up and reportad as biological assets, that is, standing for-
est and land assats. Standing forest is recognised at fair value and amcunted at 31
December 2008 to SEK 24,711m (23,905; 18,082). The total value of SCAs forest assets
was SEK 25.622m (24 811; 158,986). The difference of SEK 911m (906; 904) comprises
forastiand reported under non-current assets Land.

Standing timber

SEKm 2008 2007 2006
Opening carrying amount 23,505 18,082 17,718
Revaluation - 5,173 -
Purchases 96 &1 16
Sales -10 -10 =14
Change due {0 growth 1,718 1,475 1,198
Change dus to felling -008 -1.003 -Bg2
Other changes - 127 -
Closing carmrying amount 24,711 23,905 18,082
Deferrad tax kabdity related 1o

standing timber 6499 6693 5063

In the income statement, changes dua 1o growth and felling are reported as a net value,
SEK 720m (472; 304),

The annual valuation of standing timber was carried out during the last quarter of the
year. The same valuation method used in 2007 was appliedin 2008.

The new valuation used a new felling plan based on forest tax assessments parformed
in 2006-2007. In addition, an updata was made in 2007 of estimated income and
expenses as well as estimated development of the same. Some increase of possible fell-
ing volumes had a positive impact on the valuation but the single greatest impact on the
increase in value was higher wood prices. To avoid over-estimation of the effact of high
price levels in the markel at that time, a ten-year adjustment pericd was used in the vatua-
tian moglel to revert to a real trend price for wood that is lower. In 2007, SCAregvaluatedits
standing timber upward by SEK 5,173m before taxes.

Successively in 2008, the valuation model was adapted to a lower than plannad har-
vesling of own forests. This yielded a positive etiect that largely offset the higher costs for
purchasing external forest and felling due to lower harvest of own forest. No change was
mage in the WACC calcufation intarest in the 2008 valuation, which amounted 1o 6.25%,
and the valuation in the fourth quarter did not result in any adjustment in the ptanned
changs in fair value of forest assets reported ongoing during the year.

SCA’s forest holdings comprise approximately 2.6 million hectares of foresttand prima-
rily in northern Sweden, approximately 2,0 million hectares of which is productlive forest-
land. The forest portfolio amounts to 189 milion cubic metres of forest (m*o) and is
dividad into pine 43%, spruce 39%, deciduous 13% and contorta 5%. Growth amounts to
approximately 3.9 m¥c per hectare and year, Felling in 2008 amounted to approximately
4.0 million cubic metraes. Approximately 48% of the holdings comprise forest less than 40
years old while about 60% of timber volume is in forests that are more than B0 years old.

2008 2007 2006

Valug/hectare productive forestland, SEK 12,232 11,964 9,050

Value timber supplias SEK/m? 126 120 g0

Sensitivity analysis

Change in value

Ghanged assumpticn before tax, SEKm
WACC +/- 0.25% +/- 1,480
Wood price, real +/=- 0.50% per year 2009-2018 +/= 1,930
Falling, real cost +/=- {.50% per year 2009-2018 +/- 440
Volume (feling and thinning) +/- 150,000 m* 2010-2035 +{- 705

*Comparad with price assumpbons made in the valuation model. Unchanged prices, that is, no ten-year
adjustment 1o trend price, woukl provida a fair value tor standing bmber of SEK 26,850m before tax.
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NOTE 1 4 HOLDINGS IN ASSOCIATES
SEKm 2008 2007 2008
Opening camying amount 850 439 454
investments 121 485 4
Divestments -12 0
Net increase in assocates for the year 't 1% 36 15
Reclassifications to joint ventures or
subsitiaries -134 -5 -18
Other reclassifications 1 - -
Impaiment for the year - -7 -
Exchange differences 46 12 -16
Closing carrying amount 983 950 439

% Net increase for the year includes the Group's share of associates’ profit after tax and any minonty inte-
rests as well as adjustment for dividends raceived dunng the year.

Major changes in the Group's holding of shares in associated companies wera as follows:

+  lrvestments in 2008 refer mainty to Vinda. Investments in 2007 pertain mainly to Vinda
and Fine Sancella Hygiena FZCO0.

+ Reclassifications to joint ventures or subsidiaries in 2008 pertain to Fing-Sancella
Hygiene FZCO, which is 50% owned. The change In 2007 relates to Tianjin, which
became a wholly owned subsidiary during 2007,

s Divestmentsin 2008 pertain 1 the sale of shares in Sundsvall Hamn AB.

For a list of major subsidiaries and associates, see Note 17,
The Group's total receivables from associates at 31 December 2008 amounted to SEK
76m (5; 30), of which SEK 4m (5; 6) is interest-bearing. The Group's total liability to associ-

ates at 31 December 2008 amounted to SEK 5m (2; 2) of which SEK Om (0; 0} is interest-
bearing.

NOTE 1 5 SHARES AND PARTICIPATIONS

SEKm 2008 2007 2006
Opening camying amount 68 79 19
Imvestments. 6 Q 0
Increase through acquisition

of subsidiaries 0 3 -
Divestmenis -6 -14 -9
Change in value for the year 0 0 0
Reclassdications to jeint ventures or

subsidiaries [y 0 -10
Orher rectassibcations -2 0 -20
Exchange diferences. 7 0 -1
Closing carrying amount 73 68 78

Shares and participations pertain to holdings in other companies that are not classified as,
subsidiaries, joint ventures or associates and which are also not classified as available-
for-sale financia) assets when the holding is of an operating nature. Garrying amount con-
curs with fair value.

The Group’s holdings in major subsidiaries, joint ventures and associates are specified
in Note 17.
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NOTE 16 JOINT VENTURES

Joint ventures, companies that SCA owns together with other parties and in which the ~ SEKm 2008 2007 2006
parties by agreemant exercise joint control, are consolidated according to the propor-  Capital employed 3,319 3,080 2,034
ticnal method, Net debt 665 326 474
Most of the joint ventures operate within the hygiene area, mainty in South America. One
joint venture producaes newsprint and has its operations in the UK.
SCA's share of ircome staterment and balance sheet items as well as average number Personnel costa
of employees in joint ventures that are part of the SCA Group, are sot out below: SEKm 2008 2007 2000
Salaries and remuneration 320 3z9 299
SEKm 2008 2007 2008  Pension costs 7 9 88
Other social security costs 62 38 3
INCOME STATEMENT Total 389 76 218
Nat sales 5,112 4,714 4,261 Social costs 69 47 119
Operating expenses -4,949 —4,315 -3,917 ofwhich, pension costs 7 g 88
Qperating profit 183 399 344
Financial tems -78 -59 -5 A ge number of employees by country
Profit after financial items 85 340 298 2008 2007 2006
Tax -54 =103 =54 of of of
Net profit for the year b 237 244 whom whom whom
Profit attributabie to: "'m;- ""‘3""'“-')ﬁ Wﬂm%
Equity holders of the Parent Cornpeny N 237 244 o " 5 o 5 700 m
SEKm 2008 2007 2006 Colombia 1,224 29 1272 29 1,183 28
Ecuador 406 34 348 32 325 33
BALANCE SHEET UK 184 15 187 15 186 15
Non-current assets 2.807 2,808 2,685  Tunisia 313 i 288 10 270 9
Current assets 2,077 1,592 1,451 Torkey 164 6 131 5 131 5
Total assets 4,884 4,400 4138  Other countries 253 36 282 39 246 44
Equity 2,653 2.754 2460 Total 2,788 25 2,742 24 2,551 24
Non-current liabilitias 484 516 425
Current ligbilities 1,747 1,130 1,251
Total equity and liabilities 4,884 4,400 4,136
2008 2007 2008
Average number of employees 2,788 2,742 2,551
of whom women, % 25 24 24
NOTE 1 7 LIST OF MAJOR SUBSIDIARIES AND ASSOCIATES
Group holdings of shares and participations in major companies at 31 December 2008.
Tha selection of subsidiaries and joint ventures includes companies with sales in excess of SEK 500m in 2008,
Corporate Number of Capital Carmrying amount,
Company name registration number Domicile shares % SEKm
Subsidiaries
SCA Hyglena Praducts GmbH, Mannheim HAB3248 kMannheim 100
SCA Hygiens Products Nederland B.V. 30135724 Zeist 100
SCA Graphic Sundsvall AB 556093-6733 Sundsvall 100
SCA Skog AB 556048-2852 Sundsvall 100
SCA Tissue North America LLC 58-2494137 Delawara 100
SCA Hygiene Products (Flulf) Ltd. 577116 Dunstable 100
SCA Hygiena Products $.A., France 475581948 Linsefes 100
SCA Hygiena Products AB 558007-2356 Hérryda 100
SCA Hygiena Preducts S.A., Spain B284513983 Madrid 100
SCA Hygiena Products s.r.l. 3318780066 Busto Arsizic 100
SCA Packaging Ltd 53613 Aylestord 100
SCA Timber AB 566047-8512 Sundsvall 100
SCA Packaging Itatia SpA MI 6562/1909 Milanc 100
SCA Packaging Stiftung & CoKG HRA3009 Marinheim 100
SCA Hygiena Products GmbH, Wiesbaden HRB5301 Wiesbaden 100
SCA Graphic Laakirchen AG FN171841h Laakirchen 100
Copamex Comercial SA de CV SCMA31101 355 Maxico 100
SCA Hygiena Products GmbH, Vienna FN49537z Vienna 100
SCA Packaging Containerboard Deutschland GmbH HRB7360 Aschaftenburg 100
SCA Packaging Benelux BV 8046917 Eerbeek 100
SCA Packaging Denmark A/S 21153702 Risskov 100
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Corporate Number of Capital Carrying amount,
Company name registration number Domictle shares k] SEKm
Subsidiaries
SCA Hyglene Austialasia Pty Ltd 62004191324 South Yarra 100
SCA Hygiene Prod cts SA-NV, Belgium Verviers 038415 Stembent 100
SCA Recyciing UK ttd 214967 Aylesford 100
Uni-Charm Mointycke B.V. 330631 Hoogezand 40
SCA Packaging Obbola 556147-1003 Umed 100
S$CA Packaging Munksund AB 556237-4859 Pited 100
000 SCA Hygiena Products Russia 4704031845 Svetogorsk 100
SCA Sales Comporation 23-3036384 Delaware 100
SCA Packaging Swaden AB 556036-8507 Virmamo 100
SCA Hygiena Products inc 421987 Ontario 100
SCA Hygiena Products GmbH Neuss HRB 14343 Neuss 100
SCA Recycling Deutschtand Gmbh HRB 12280 Traunstein 100
SCA Hygiena Products A/S, Norway 915620019 Tonsberg 100
SCA Hygiene Austratasia Limited 1470756 Auckiand 100
SCA Emballage France SAS B352398796 Nantemg 100
SCA Packaging Nicollat SAS B766500011 Neuilly sur Seine 100
SCA Hygiena Procucts Slovakia s.r.o. 36550941 Gemerska Horka 100
SCA Hygiena Products Spz.o.o. KRSB6815 Olawa 100
SCA Packaging Boigium NV RPR 0436-442-095 Ghent 100
SCA Hygiena Products AG 020.3.917.992-8 Regensdort 99
SCA Hygiene Products A/S, Denmark 30877 Alerad 100
SCA Hygiene Prodlucts Kft 13-09-083186 Budapest 100
Sancella Pty Lid 55005442375 Springvale 100
SCA Hygiena Malaysia Sdn Bhd 320704-U Kuata Lumpur 100
SCA Packaging Ceska Republica 5.R.0 44222882 Jikove u Decina 100
QY SCA Hygiene Products AB FI03850275 Helsinki 100
Bunzl & Biach Ges.m.b.H FN79555v Vienna 100
SCA Packaging FULDA GmbH HBR 902 Fulda 100
SCA Packaging Hungary Kft 13-09-076580 Nagykata 100
SCA Packaging Finland Oy 8615544 Tampere 100
SCA Hygiene Mar<eting (M) Sdn Bhd 313228-T Kuala Lumpur 100
SCA Hygieng Products AE EL094041786 Nea lonia {Athens) 100
SCA Hygiena Products GmbH Witzenhausen HRB 26680 Witzenhausen 100
Joint Ventures
Aylesford Newspr nt Holdings Ltd 2816412 Aylestord 50
Productos Familia S.A., Colombia Sharecerif. 1260 Medetin 50
Associates
Vinda Hong Kong CR-22035 Cayman Islanc 169,531,857 i) 488
Lantero Carton SA A-B1907701 Madrid 100 25 334
GAE Srrith 1075198 Leicester 44,300 50 76
Papyrus Alipapierservica Ges.m.b.H FN124517p Vienna 1 32 21
Bedovo Paper M AD BGB22104867 Bulgaria 1 28 13
Cartografica Galeotti SPA 1333330464 Lucca 16,666 33 12
Stdra Eesti AS 10329729 Harjumaa 196 48 6
Sédra Latvia SIA 43000345092 Skutte 7,350 49 8
HECA AB 556587-7825 Stockholm 1,800 3% 7
Austria Papier Recydling GmbH FN113626y Steyremmiinl 1 e 4
immobiiare Galeotti 181418 Lucca 33 a3 2
Herrera Holding Inc A200100676 Makati City 18,296 40 2
(rther associates 14
Closing carrying amount, associates 883
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NOTE 1 8 NON-CURRENT FINANCIAL ASSETS

NOTE 20 TRADE RECEIVABLES

SEKm 2008 2007 2008 SEKm 2008 2007 2008

Avallable-for-sale financial assets 714 1,296 1,222 Trade receivables, gross 17,833 17,125 15,688

Derivatives 880 148 239  Provision to reserves for

Loan receivables, associates F) a4 g  Youbthd receivablas -450 =304 399

Loan receivabias, other 78 78 a4 Carrying t of trade receivabl 17,483 16,621 15,260

Closing value a3 at 31 December 1,656 1.528 1,551 Analysis of credit risk exposure in trade recelvables

Available-for-sale financial assets SEKm 2008 2007 2008

Value at 1 January 1,296 1,222 1,018 Trade receivabies neither overdue

Investments 5 396 pog  "orimpaired 14,565 13,520 11,855

Divestments 2 -0 471 Tra0e recchables overdue but

Remeaswrement for the yaar

taken to equity, net _599 -289 172 <30 days 2,041 2,118 2,468

Exchange differences 14 4 [ 30-00 days 524 581 731

Value at 31 December 714 1,296 T2z O-180days 24 156 185
>180days 139 46 50

In addition to shares in AB Industriviirden, pensicn assets attributable to some pension  Total exposure to credit risks 17,483 16,821 15,289

obligations are classified as available-for-sale financia! assets. These obligations are not  Impaired trade receivables 450 304 393

intluded in the normal pension calcuations, as set out in Note 26. Trade receivables, gross 17,833 17,125 15,688

Available-for-gale financial assets, fair value

SEKm 2008 2007 2008
Shares - AB Incustrivirden 603 1,182 1121
Pansion assets not included in lAS 19 cal-

culation 103 96 93
QOther 8 8 8
Tetal 714 1,296 1,222

The holding in AB Industrivarden amounts to 10,525,655 shares (10,525,655; adjusted for
split B,245,284). No impairment provisions were made relating to available-for-sale finan-
cial assets in 2008, 2007 or 2006.

NOTE 19 INVENTORIES

SEKm 2008 2007 2006
Raw materats and consumables 3,709 3,363 3,004
Spare parts and supplies 1,938 1,664 1,498
Products in progress 1,053 934 789
Finished products 6,268 5911 4,802
Felling rights 964 830 505
Advance payments tc suppliers 25 78 59
Total 13,058 12,780 10,847
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In total, the Group has collateral mainly in the form of cradit insurance taken out amounting
to SEK 2,263m (1,411; 1,163). Of this amount, SEK 409m (221; 137) relates to the catagory

Trade receivables overdue but not impaired.

Provision to reserves for doubtful receivables

SEXm 2008 2007 2008
Prepdsion at 1 January -304 -399 235
Pravision for possible loan losses -200 50 -243
Confirmed losses 54 137 48
ncrease due to acquisitions -1 o} -1
Decreasa due to divestments 1 1 -
Decrease due 10 raversal of reserve for

possible iban losses 33 189 15
Exchange diflerances -33 -12 17
Provision at 31 December —450 -304 -399

Total expense lor the year for doubtiul receivables amounted to SEK 166m {exp: 39; exp:

235).
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21 23 NON-CURRENT ASSETS AND LIABILITIES
NOTE OTHER CURRENT RECEIVABLES NOTE HELD FOR SALE
SEKm 2008 2007 2006 2008 2007 2008
Bills receivable BB1 786 830 - - 1,588
Recaivables from associates 72 1 5  Otherintangibla assets - - 3
Accrued financial income 18 23 17 - - 308
Derivatives 248 84 60 60 52 65
Prepaid expenses and accrued income 658 769 731 Machinery and equipment 42 3 417
Other current recaivables 2,121 1,959 1,785  Assets under construction - - 40
Total 3,098 3,622 3,208  Mon-cument financial assets - - 4
Deferred tax assets - - 134
Non-current assets held for sale 102 55 2,559
Provisions for pensions. - - 14
Deferred tax liabilities - - 41
2 CURRENT FINANCIAL ASSETS, Liabllites held for sale - - 55
NOTE CASH AND CASH EQUIVALENTS . )
Non-current assets with a total valug of SEK 42m {3) were reclassified and reported as
held for sale in 2008, The remainder is expected to be sold in 2009. At reclassification, the
Current financial assats assats wera measured at the lower of carrying amount and fair value with a deduction for
SEKm 2008 2007 2006  selling costs which, in 2007 and 2008, did not lead to any impairment, while impairment
Financial assets 1 25 104 lossaes in 2006 amounted 1o SEK 30m. Of the 2006 amount, SEX 2,428m pertained to
Derivatives 456 92 193 assets and SEK 55m to kiabilities in the North American packaging operations, which were
Loan recelvables, associates - 1 -
Loan receivables, other 185 248 112
Total 642 366 409
Cash and cash equivalents
SEKmM 2008 2007 2008
Cash and bank belances 1,462 1,681 1,280
Short-term investrments < 3 months 4,276 1,342 319
Total 5,738 3,023 1,599
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NOTE 24 EQUITY
Other

SEKm Share capital Retained Eduity attributable Minority Total

2006 capital provided Resarves samings to SCA's shareholders interest aquity

Value at 1 January 2006 2,350 8,830 3423 43,740 56,343 767 57,110

Actuanial gains and lkesses relating to pensions, ind. payroll tax 2351 2,351 2,351

Available-ior-sale financial assats:

Rasult from valuation to fair value recognised in equity 210 210 210
Transferred 1o profit or loss at sale -38 -38 -38

Cash flow hedges:

Result from remeasuremant of derivativas recognisad in aquity 58 58 58
Transterred to incorme statement for the period -99 -89 -89
Transferred 10 cost of hedged non-current assets 5 5 5

Exchanga difference on foreign operations -2,423 -2,423 -38 -2,461

Rasutt from hedging of net investment in foreign operations =352 -352 -352

Tax on items recognised directly in / transterred from equity 11 -716 -708 =705

Total transactions recognised directly in equity -2,628 1,835 09823 =38 -1,031

Profit for the year recognised in the income staterment 5,437 5,437 30 5467

Total recognised income and expanses for the period -2,628 7,072 4,444 -8 4,436

Changa in group composition -41 —41

Ravaluation of owned portion at Ssuccessive acquisitions, net atter tax 4 4 4

Sale of treaswiy shares 79 79 79

Dhvidend, SEK 3.67 per share @ =2.571 -2,571 -54 -2.625

Value at 31 December 2006 2,350 6,630 799 48,220 58,299 664 58,963

2007

Actuarial gains and losses relating to pensions, incl. payroll tax 1,236 1,236 -5 1,230

Available-for-sale financial assets:

Result from valuation to fair value recognised in equity 255 -255 255
Transferred to profit or loss at sale 34 =34 -34

Cash flow hadges:

Fasylt from remeasurement of derivatives recognised in aquity 63 63 63
Transferred to income staternent for the period -25 -25 -25
Transferrad to cost of hedged non-current assets 2 2 2
Exchange difference on foreign cperations -7 -7 40 23

Result from hedging of net investrment in foreign operations 36¢ 360 360

Tax ¢n itemns recognised directly in / transtarred from aquity -11 -20% 310 2 -308

Total transactions recognised directly in equity 83 2937 1,020 38 1,056

Profit for the year recogniset in the incoma statement 7,138 7,138 23 7.161

Total recognised income and expenses for the period 83 8,075 8,158 59 8,217

Transfer of impaiment kosses for 1he period, net after tax -40 40 o - 1}

Change in Group compasition -17 -17

Adjustment batween SCA's cwners equity and kabiity to mincrity

interasts in PWA S -115 ~115 115 0

Sale of treasury shares 55 55 55

Dividend, SEK 4.00 per shara? -2,807 -2,807 -132 -2,939

Value at 31 December 2007 2,350 6,830 842 £3,568 63,590 689 64,279

2008

Actuarial gains and Josses refating to pensions, ind. payroll tax -3,335 -3,335 13 -3,322

Awvaitable-for-sale financial assets:

Resuit from valuation to fair value recognised in equity -599 -589 -509
Transfarred 1o profit of f9ss at sala

Cash fiow hadges:

Result from remeasurement of derivatives recognised in equity -312 =312 =12
Transferred to income statament for the period 58 58 58
Transterred to cost of hedged non-current assets -5 -5 -5

Exchanga diflerence on foreign operations 2,757 2,757 128 2,685

Rasult from hedging of net investment in foreign operations 763 763 763

Tax on items recognised diractly in / transfermed from equity 76 940 1,018 -3 1,013

Total transactions recognised directy in equity 2,738 -2,395 343 138 481

Profit for the year recogrised in the income statement 5,578 5578 20 5,598

Total recognised income and expensaes for the period 2,738 3,183 5,921 158 8,079

Changa in Group Composition -5 -

Sale of treasury shares 28 28 28

Dividend, SEK 4.40 per shara 2 -3,089 -3,089 -39 -3,128

Valus at 31 December 2008 2,350 6,830 3,580 53,680 66,450 862 67,252

) Revaluation reserve, Hedging reserve, Avaliable-for-sale assets and Trartslation reserve, see specification on next page.

A Dividend SEX 4.40 (4.00; 3.67) per share pertains to Parent Company sharsholders, For fiscal year 2008, the Board has decidedt to propose a dvided of SEK 3.50 per share to the Annual General Meeling.

A Adusted lor retroactive dividend Lo minority shameholders in PWA jcurrently SCA Hygiene Products AG) foBowing fnat court decision in 2007.

For further information regarding equity, see Parent Company Note 43,
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Equity, specification of reserves
Revaluation resorve ! Hedging reserve 2 Avallable-for-3ale nssets Translation reserve

SEKm 2008 2007 2006 2008 2007 2008 2008 2007 2008 2008 2007 2008
Value at 1 January 107 147 143 ] -3 23 270 559 388 439 96 2811
Avaflatia-for-sale financial assets

Resutt from valuation to fair vatue recognised in equity -59¢ -255 210

Transferred to profit of koss at sale Q -34 -38
Cash fiow hedges:

Resutt from remeasurement of derivatives recognised in equity -2 63 58

Transforred 1o incorne statement for the period 58 -25 -99

Transferred to cost of hedged non-cument assets -5 2 5
Exchange difference on foreign cperations @ -20 -1 2,778 =17 -2,423
Resuft from hedging of net investment in foreign operations 4 763 360 -352
Tax onitemns recognised directly in / transferred from equity 73 -1 10 3 1
Total recognised income and expenses for the period 0 0 o =206 29 =26 -597 -289 173 3,541 343 2,775
Ravaluation of owred portion at successiva acquisitions, net after tax 4
Transfer impaiments for the period, net after tax 0 —40
Value at 31 December 107 107 147 -180 28 -3 327 270 559 3,980 433 96

" Ravaluation reserve inchxies effect on equity of successive acquisitions.

2 Saa also Note 2 for details of when profit or loss is expected to be recognised.

38 which transfer toincome statement of raalised exchange gain retating to sold/iquidated companies is inchuded with SEK - m (expense: 11;-).

4.0f which transfer 10 income statemeént of previous year's profit or kess from hadging postions relating 10 sold companies is included with SEK - m {expense: 25; ).

At 31 December 2008, the debt/equity ratio amounted to 0.70, which is in ling with SCA's [ong-term target. The debt/equity ratio deviates from this target at times and, over the past ten-
yaar period, has varied batween 0.39 and 0.70. Change in liabilities and equity is described on page 15, Financial position. SCA has a credit rating for long-term debt of Baal/BBB+ irom
Moody’s and Standard & Poor’s, respectively. SCA's financial risk management is described in Note 2. SCA's dividend policy and capital structure are described on page 8.

NOTE 25 FINANCIAL LIABILITIES

At 31 December 2008, gross debl, inclutling accrued interest, amounted to SEK 52,439, The
interest-bearing gross debt was SEK 52,029m. Distribastion of financial liabilities is shown in the

tables below.
Financial liabilities Interest-bearing gross debt by currency *
Carrying amount Fair vatue SEKm 2008 2007 2006
SEKem 2008 2007 2008 2008 2007 2006 g 19,344 14,215 10,123
Gurrent financial liabilitios EUR 15,282 14,799 12,526
Arnortisation within one year 569 352 292 569 352 292 ygp 3319 1707 4588
Bond issues - - 6513 - - B513 e 2,918 3,096 3,720
Derivatives 378 173 17 378 17337 e 1,851 1577 1,453
Loans with maturities of less than
0na year 12223 21418 14,585 12,223 21,418 14,565 E;E(‘ :';SS 5 ?g: 1;;2
Total current financial (fabilities ¥ 13,170 21,943 21,537 13,170 21,943 21,537 ' ’ '
ALD 1,104 1,069 1,097
Nen-current financial liabilities PLN 958 709 437
Bond issues 15752 13,308 12,086 14,950 13844 11988 SGD 643 534 148
Dertvatives 194 356 413 194 3s6 a3 COP 589 387 402
Other lorig-term loans with maturnties NZD 571 645 646
= 1 year < 5 years 12,650 2725 2933 12840 2,945 2,989 SKK 494 217 312
Other long-term loans with maturities Other 2182 1,448 1,150
> § years 10,263 3858 1420 14,713 4,175 1,409 Total 52,029 42,190 38,389
Total non-current financial interost-paari debt taking ints 1 derheatives, inchdi ] . .
liabilities 38,850 20,247 16,852 38,697 21,120 18,769 ring gross ing inta account derfvatives, including hedging of foreign net investments.
Total 52,029 42,190 38,380 51,887 43,063 38,336
I Fair valug of short-term koans is estimatad 10 b the same as tha cammying amount,
Bond issues
Carrying amount
31 Dec. 2008 Fair vatue
Issued-Maturity Loan description Nominal Interast SEXm SEKm
2003 - 2015 4.50% Notes Due 2015 USD 450m 4.50% 391 3,554
2005 - 2010 3.60% Notes Due 2010 SEK 1,500m 3.60% 1,500 1,481
2005 - 2010 Floating Rate Note Dua 2010 SEK 500m 3 Months Stibor + 0.34% 500 505
2005 - 215 Index Linked Interest Note SEK 300m 3.50% Index (KPI) - Linked 309 259
2005-2015 Index Linked Interest Nota SEK 500m 3.50% Index (KP) - Linked 515 431
2006 - 2011 3.88% Notes Due 2011 EUR 700m 3.88% 7,962 7.704
2007 -2014 4.70% Notes Due 2014 SEK 500m 4,70% 500 508
2007 - 2014 4.70% Notes Due 2014 SEK 500m 4.70% 555 508
Total 15,752 14,950
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NOTE 26 PROVISIONS FOR PENSIONS

SCA has both defined-contribution and definad-henefit pension plans, The most sub-
stantial defined-benefit plans are based on period of service and tha remuneration
raceived by employess on or close to retirement. The total pension costs for the defined-
benafit plans are shown below,

SEKm 2008 2007 2008
Current service cost, exchxling contribu-

tions by plan particioants 392 482 618
Past service cost 9 10 -12
Interest expense 1,003 oa7 911
Expectod relurm on fhan assels ~1,202 -1,228 4951
Pension cests before effects of

curtailments and sattlements 195 253 564
Curtaiments -5 -36 -5
Settlements Q -7
Net pension costs after effects of

curtailments and seftlements 160 217 552

Of the pension cests for defined benefit-plans, SEK 12m (income 69; incoma 189) is rec-
ognised as a financial expense, whichis calculated based on the net value of each plan at
the beginning of the year,

Expected return on plan assets is deteamined on the basis of the assumption that the
raturn on bonds will be the same as tha intarast an a 10-year govemmant bond and that
raturn on equities will reach the same interest with the addition of a risk premium. The inter-
es! decided for each couniry is weighted on the basis of how large a propartion comprises
equities and bonds, respectively. At year-end, 51% (61; 65) of the total fair value of the plan
assels was invested in equities. The remaining 49% (39; 35) comprised fixed-income invest-
ments. The actua! réturn onthe plan assets in 2008 was negativa SEK 3,302m {positiva: 130:
positive: 2,239}

Pansion plans with balance sheet surpluses are reported as an asset in the balance
sheet, Surplus in funded pension plans. Other pension plans, which in balance shaet
terms are not fully funded or unfunded, ars reported as Provisions for pensions. The valug
of all pension plans is distributed among surplus in funded pension plans and provisions
for pensions, respectively, as shown below.

The summaries below specify the net value of the dafined-benefit pension obligations.

SEKm 2008 2007 2006
Defined-benefit obtigations 17,108 18,3977 20,270
Fair value of plan assets -14,419 —18,448 -18,810
Net value 2,689 -7 1,460
Unecognised past senvice costs -89 -79 86
Proviston for pensions, net value 2,600 =150 1,374

Actuarial gains and iosses for the year, reported in Consolidated statement of recognised
income and expenss, arg negative and amount to SEK 2,923m (1,301 2,254). The accu-
mulated gains and losses recognised in this manner thus amount to SEK 225m (2,881;
1,680).

in addition to the effect of changes in actuarial assumptions, such as change of dis-
count rate elc., actuarial gains and losses 2036 as a result of deviation from initial assump-
lions based on experience. Experfence-based devialiens include unexpactedly high or
low figures for employee turnover, early retirerment, mortality or salary increases as wall as
deviation from expected rate of return on plan assels. The percentags effect of such
adjustments when it applies to defined-benefit obligations is marginal and amounts to
about 0% {0; 1) of the closing balance. With regard to plan assets, the deviation is a nega-
tive 31% (negative: 6; positive: 7) of the closing balance. The return on the plan assats was
lass than expected in 2008.

In addition to what is recognised in the net value as plan assets for existing obligations,
thers are assets in two Swedish foundations armounting to SEK 504m (881; 1,017), which
can be used for possible future undertakings for early retirement for certain categories of
empioyees.

SCA has chligations for disability and family pensions for salaried employees in Swe-
den, secured through insurance with the insurance company Alecta. These benefits ara
reported as a defined-contribution plan, since the net after deduction for assets with the
insurance provider is only a minor amount and since SCA did not hava access to sufficient
information 1o repor! this cbligation as a defined-benefit plan. Premiums during the year
for disability and {amily pension insuranca with Alecta amounted to SEK 15m (23; 40).

SEKm 2008 2007 2008
Provisions for pensions. 3,443 1,987 2,793
Surplus in funded pension plans 843 -2.137 -1,419
Provision for pensicons, net value 2,600 =150 1,374
The following table shows the development of the net pension liability,
2008 2007 2006

Dafined-benefit Plan Defined-benefit Plan Defined-beneafit Plan
SEKm obllgations assets obligations assets obligations assets
Value, 1 January 18,377 -18,448 20,270 -18,810 20,936 -16,513
Current service cost 486 - 587 - 698 -
Interest expense 1.003 - oar - an -
Expected return on plan assets - -1,200 - -1.226 - -851
Past servica cost -5 - 10 - -12 -
Acquisitions and disposats 74 - 100 - - -
Curtailments, sattlemants and transfers 3 - -29 -78 a4 -
Contributions by plan participants - 94 - -105 - -82
Contributions by the employer - =739 - -561 - -1.184
Berofis paid -1,163 1,189 -1,018 1.018 -268 968
Actuarial gains and losses -1,588 4,511 -2,396 1,096 961 -1,288
Exchange differences -53 371 134 218 -368 240
Value, 31 December 17,108 -14,419 18,377 -18,448 20,270 -18,810
of which:
Sweden 2,582 -1,634 2,418 -2,475 2,605 -2,938
UK 68,683 6,827 8,914 -9,982 10,666 -9,849
Eurozone 5,160 -5.122 2,044 -1,734 2,974 -1,829
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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
funded plans. The funding level varies depending on the plan.

SEKm 2008 2007 2008
Funded plans

Defined-benefit obligations 15,084 16,539 18,381
Fair value of plan assets -14,418 18,448 -18,810
Net value funded plans 665 =-1,909 -425
tUnrecognised past service Costs -89 —58 -73
Provision for pensions, funded plans 576 -1,977 502
Unfunded ptans

Defined-benefit obl gations 2,024 1,838 1,889
Unrecognised past service costs 0 -11 -13
Provision for pensions,

unfunded plans 2,024 1,827 1,876
Provision for pensions, net 2,600 =150 1,374

As in the preceding year, no financial instruments issued by the company are included in
the fair value of plan assets at 31 December 2008.

SCA's budgetad contributions for the defined-banefit abligations amount to approxi-
mately SEK 560m far 2008.

NOTE 27 OTHER PROVISIONS

Financial statements

Notes
Principal actuarial assumptions, %
Swaden UK Eurozone
2008
Discount rate 4.25 6.71 B8.28
Expected salary increase rate 3.50 4.05 325
Expected inflation 2.00 2.80 2.00
Expected return on plan assets 817 6.70-7.54 4.18-6.28
2007
Discount rate 4.74 6.04 545
Expected salary increase rate 3.60 4.25 325
Expected inflation 2.10 3.00 2,00
Expected retum on plan assets 7.49 7.22-7.46 5.35-8.75
2006
Discount rate 3.79 5.12 4.60
Expected salary increasa rata 3.60 425 3.25
Expected inflation 2.00 280 2.00
Expected return on plan assets 6.28 6.77 4.42-5.79

The actuarial assumptions comprise the most significant assumptions applied when cal-
culating defined-benefit obligations ai 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 as a different return on plan assets than expected. These gains
and losses ara recognised directly In equity in the period in which they arise. Achangeinthe
discount rate of 0.25 percentage points affects the total value of obligations by approxi-
mately SEK 810m. Taking into account that 51% of plan assets are invested in equities, a
10% upturn/decline in the total sharsholding would lead to a change in value of approxi-
mately SEK 735m.,

Acquisitions and Efficiency Current Tax Lagal
SEKm divestments programmes operations risks Ehvironment disputes Other Total
Valug, 1 January 2 1,639 35 250 142 23 =57 2,034
Provisions guring the year o] 0 4 13 282 12 353 664
Utilisation during tre year -1 -816 -5 -3 -92 -5 -16 -738
Attributable to divested operations - -219 - - - - - 219
Attributable to acquired operations 3 - - - - 6 - - 6
Reclassifications ¢ =54 - - - 1 11 —42
Dissolved during the year o] -4 -10 -1 -4 -5 -25 -49
Exchange differences 0 39 3 "] 27 4 -34 39
Value, 31 December 1 785 27 259 361 30 232 1,695
Provisions comprise:
Short-term component 1,052
843

Long-term component
1} Rafers to provisions attributable to the divestment of packaging operations in the UK and Ireland
2 Pertains to acquisition of Proctor & Gambie's European tissue operations

Other provisions amount to SEK 1,695m (2,034; 1,669). During the year, new provisions
were made totaling SEK 864m, of which SEK 282m relates to liability in 2008 for carbon-
dioxide emissions and SEK 332m for payroll taxes. Of the efficiency programmes’ orovi-
sions, SEK 6168mwas paid in 2008 and SEK 643m is expected to be paid in 2009, with the

remaining amount of SEK 142m to be paid in 2010. In addition, provisions for the affi-
ciency-enhancement programmes were recuced during 2008 due to reclassification to
provisions for pensions of SEK 67m and other provisions of SEK 13m and increased 2008
dus to reclassification from other operating liabilities of SEK 26m.
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NOTE 28 OTHER NON-CURRENT LIABILITIES

SEKm 2008 2007 2006
Oerivatives a2 2 16
Other non-current liabilities 122 130 141
Total 214 133 157

Qf other non-current liabilities, SEK 45m (48; 54) falls due for payment later than within
Syears.

NOTE 29 OTHER CURRENT LIABILITIES

Other current liabilities

SEKm 2008 2007 2006
Liabilities to associates 5 2 4
Derivatives 550 57 48
Accrued expenses and prepaid incoma 7,502 6,647 5,354
Other operating liabilities 1,984 2.255 2,051
Total 10,131 8,961 7455

Accrued expenses and
prepaid inceme

Accrued social security costs 44G 406 37
Accrued vacation pay liability 892 809 790
Other liabilities to personne! 1,197 1,118 840
Accrued financial expenses 427 265 187
Bonus and disccunts to custcmers 2,241 1,732 1,190
Other items 2,386 2,317 1,966
Total 7,502 8,647 5,354

NOTE 30 CONTINGENT LIABILITIES

SEKm 2008 2007 2006
Guarantees for:
employees ] 7 6
associates 35 38 37
customers and others a8 37 36
Tax disputes 471 420 223
Other contingent liabilities 72 107 96
Total 622 609 308

Contingent liabilities for tax disputes mainly relate to claims for additional taxes in Spain
and taly. Tha claim by the Spanish tax authorities amounts to EUR 19,5m, including inter-
est. The claim is related to restructuring measures that the sellers of a Spanish cormpany
carried out prior to SCA’s acquisition of the company in 1997. SCA has provided a security
for payment of the 1ax, but is challenging the claim and assesses that the claim will not be
upheld in court. Consequently, no provision has been made in the closing accounts, A
contingent liabilily is recognised in an amount of EUR 16,9m relating to recurring tax
depreciation after a combination of the businesses in several ltalian SCA compariss. The
amount reflects existing and possibla claims in relation o depreciation made - including
penalties and interest. The Malian tax authority has raised claims for fiscal years 2001 -
2002 in the amount of EUR 8,9m. The tax authority's claims have been rejected in the
court of firstinstance, but the decision can still be appeated. SCA assesses that the claims
will not be upheld by the italian courts and recognises nc provision in the closing
accounts.

SCA entered into lease-out/lease-in transactions during 1996 with US banks as coun-
terparties pertaining to the two LWC plants in Ortviken, Sweden. The terms of the con-
tracts were originally 32 and 36 years. However, SCA has the opportunity to cancel the
transactions in 2014 and 2015, respectively, withoutincurring any finangial consequences.
At the time the transactions were effected, the net present valus of the leasing amount
which SCA has undertaken to pay amounted to about SEK 4bn or USD 811m. This
amount, in accordance with the agresments, is partly deposited in accounts in banks with
at least AA rating, and partly in US securitiss with &n AAA rating. SCA carries the credit
risk against the depositary banks. Should the rating of a depositary bank decline in the
future, SCA has the possibilily to transfer the depaosit 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 counterparties have accepted that the deposited funds are applied for the leasing
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)
gloct not to fulfil, or cannot fulfil the leasing contracts, SCA is liable to compensate the
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counterparties for financial losses, which may be incurred as a result. Compensation var-
ies during the duration and can amount to a maximum of about 14% of the present value of
the leasing amount. The agreements were composed and examined by legal experts in
Sweden and the U5, and are considered to follow the standard practice for lease-out/
lease-in transactions.

During 2000, SCA also entered into a leasing transaction with US banks as counter-
partigs pertaining to the Ostrand pulp milk in Timrd, Sweden, The term of the transaction
was originally 30 years. However, SCA has the opportunity 1o cancel the transactions in
2017 without incurring any financial consequences. At the tme the transactions were
affectad, the current value of the leasing amount that SCA has undertaken to pay
amounted o about SEK 4 billion or USD 442m. Of this amount, in accordance with the
agreement, an amount corresponding te SEK 3.6bn is partly deposited in accounts in
banks, partly in US securities, which at the tirme of the agreement had an AA and AAA rat-
ing respectively. SCA carries the credit risk against the depositary banks. Should the rat-
ing of a depositary bank decline in the future, SCA has the possibility to transfer the
deposit to another bank with a better rating. SCA alse has an obligation to exchange the
US securities if their rating falls below AA or A, respectively. The rating of the original secu-
rities declined In 2008, which resulted in SCA exchanging these securities for US govern-
ment bonds and bank-guaranteed securities 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 shest. Should SCA a3 the result of
extraordinary events (of a force majeure nature) elect not to fulfil, or cannot fulfil the leasing
contracts, SCA is liable to compensats the counter parties for economic losses that may
be incurred as a resull. Compensaticn varies during the duration and can amount 10 a
maximum of about 14% of the present value of the leasing amount. The agreements, asin
the 1996 transactions, were composed and examined by legal 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 to the new soda recovery boller at the liner plant in Obbola, Sweden. The term of the
centract is 25 years and SCA has a right to terminate the transaction in 2023 without any
financial consequences. The present value of SCA's future rental amounts amounied 1o
SEK 671m, which was invested in a security with an AA rating issued by the counterparty
and deposited in a Swedish bank assigned to handle rental payments during the term of
the contract. Should the counterparty’s rating fall below BBB-, SCA is entitled, without
incurring any financial consequences, 1o 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 be incurred as a result. Compensation varies during the term and
can amounit to a maximum of 15% of the transaction amount. SCA has the use of the facil-
ity without operaticnal restrictions. The lease and depositary arrangement were recog-
nised netin SCA's balance sheet in 2007.

The threa vessels that are included in SCA's distribution system are owned and financed
by three bank-controlled companies. The vessels are operated by Redeari AB Transatlantic
under three so-called bare-boat charters and are placed at the disposal of SCA Transforest
by Rederi AB Transatlantic under three time charters. Inthe event that Rederi AB Transatian-
tic does not fulfll its obligations to the owners, SCA Transforest is committed 1o assurmne the
bare-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 & Norwegian electricity supplier comprising electricity deliv-
eries conesponding to approximately 17% of the estimated consumption. The agreement
with the Norwegian supplier comes into effect in 2009,

NOTE 31 PLEDGED ASSETS

Total

Fledged assets

related to
SEKm financial liabilities Other 2008 2007 2006
Real estate mortgages 437 47 484 482 539
Chattel mortgages 6 20 28 30 3¢
Other 0 140 140 123 130
Total 443 207 650 635 609

Liabilities for which some of these assets were pledged as collateral amounted to
SEK 1Im(1; 1),
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NOTE 32 OTHER EXTERNAL COSTS

In 2008, Other axternal costs include a reversal of an impairment loss on a receivable in
the amount of SEK 20m (expense: 28). External costs alsoinclude censultancy fees, travel
expanses, managamant costs, and so forth,

Fees and ramunaration to auditors are included in the amount of:

SEKm 2008 2007
PricewaterhouseCoopers

Auchit assigaments 10

Cther assignmers 3] 2
Total 16 1"
LEASING

Future payment commitments for non-cancellable operating leases are as follows:
SEKm 2008 2007
Within 1 year 50 42
Between 2-5 years 109 100
Later than & years 71 79
Total 230 221

Cost for the year for leasing of assets amounted to SEK 46m (46). Leased assets comprisa
means of rangportation, premises and technical equipment. In reality, such contracts can
be terminated early.

NOTE 33 PERSONNEL AND BOARD COSTS

Salaries and remuneration

SEKm 2008 2007

Board of Directors ", President,

Executive Vice Presidents and

Senior Exacutives (4 (4)) 30 48
of which variable salary 1 12

Other smployees 82 107

Total salaries

and remuneration 112 155

Of salaries and remuneration for 2007, SEK 20m related to efficiency-enhancement programmes and Seve-
ranca pay for tha fomer president.

"' Board fees decided by the Annual General Meeting amountad to SEK 4.6m {4.2). Fer further information,
5o Note 7.

Social security costs

SEKm 2006 2007
Total social secunty oSS 15 113
of which pension costs ? 77 60

In social secunty costs for 2007, SEK Bm pertained 1o costs for efficiency programmes as well as social
security costs reiaed 10 the former presicent 's severance pay, of which SEX 3m comprised pension cosls.

2 Ot tha Parent Company's pension casts, SEK 25m (25) pertain to the Board, Prasident, Executive
Vice Presidents and senior exacutives. Former Presidents and Executive Vice Presidents and their sunvi-
vors are also inciuded, The company's outstanding pension obligations to these ndiviouals amounts to
SEK 301m {255). The company has taken over a pension obligation for a senior executive totaling SEK
4m.

Pension costs

SEKm 2008 2007

Selt-administered pension plans

Costs excl. interest expanse 39 27

Interest expensa

{recognised in personnel costs) 14 11
53 38

Retirement through insurance

insurance premiums 13 13

Other -1 -1
63 50

Policyholder tax 0 0

Special payroll 1ax on pension costs 14 11

Cost of credit insuranca, etc. 0 -1

Pension costs for the year ” 80

Prerniums during the year for disability and family pensioninsurance with Alecta amounted
to SEK 2m {3). (See also Note 26 Pension Provisions, Page 72). Personnel costs also
include other personnel costs in the amount of SEK 23m (19).

Average number of employees

2008 2007
Sweden 108 97
of whom woman, % 49 47

Of the total number of Board mambers and senior executives, 9% {i10) and 14% (17),
respectively, are women,

Absence due toillness, %

2008 2007

Total absence due o illness
of normal working hours 1 2
Men 0 o]
Women 1 3
Of which, continuous absence due to
itiness of 60 days o more comprises 23 70
Breakdown of absence due to illness by age group, %

=2 3049 504

1 1

3 DEPRECIATION OF TANGIBLE AND INTANGIBLE
NOTE FIXED ASSETS
SEKm

Buikdings

Land improvements

Machinery and equipment

Sub-tota!

Capitalised development costs

Total

-':mt-.iﬁu.g

2007
5

38

0

41

7

48
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NOTE 3 5 FINANCIAL ITEMS

CURRENT TAX LIABILETY (+), TAX ASSETS {-)

The change to the current tax liability during the period is explained helow:

SEKm 2008 2007
Income from participations in SEKm 2008 2007
group companies Balance, 1 Jan. -18 -8
Dividends from subsidiasies 2,254 1,686 Cument tax expense/income 11 -343
Income trom participations in Paid tax 0 -5
other companies Tax incoma/expense, other Group com-
Capital gains - 5  panies -11 342
Interest income and similar Tax assets, Dec. 31 -18 -18
profit/loss items
Irterest income, exemal o 3
Interest income, subsidiaries 153 267 DEFERRED TAXINCOME ()
Other financial incoma, external - 5
Interest expenses and similar profit/ SExm 08 207
loss iteams Changes in temporary differances 824 541
Intarest expenses, external 0 - Adjustmants for prior periods 5 -21
Interest expenses, subsidiaries 2,485 —1,860  Deferred taxincoms {-} 819 -262
Total -78 95
DEFERRED TAX LIASILITY
3 6 The changein the deferred tax liability during the period is explained below:
NOTE APPROPRIATIONS AND UNTAXED RESERVES
Bafance, Deterred Balance,
Of the Parent Company’s untaxed reserves, SEK 136m (128} pertains to accumulated ~ SEKm 1dan. tax expense 1Jan.
depreciation in excass of plan. Land and buidings 1,472 -87 1,385
Provisions for pensions -92 -6 -98
Tax boss carry forwards -355 -723 -1078
Other —45 3 -8
NOTE 37 TAXES Total 280 -a19 161
Tax on profit for the year
Serm Citead 29 NOTE 38 INTANGIBLE FIXED ASSETS
Current lax expenss (+), 1ax income [ 11 343
Deferred tax income () 819 262 o pitalised expenditure for development costs
Total -808 -605 SEKm 2008 2007
a10n o it s B
Reconciliation SEKm % SEKm %
Expacted expense 308 477 g 234 Accun'?ul.amd cost, 31 Dec. a5 35
Expectod tax -153 28.0 -118 agp  DeProcition. 1Jan '30 =
- Depreciation for the yaar -3 -7
Ditfersnce -655 1e.7 —87 1154 3 coumulated depreciation, 31 Doc., a3 20
Ditference is due to: ) Planned residual value, 31 Dec 2 5
Taxes related 10 prior periods 3 0,9 -21 4.8
Non-taxabla divicends from subsidiaries -831 115,4 —472 11,9
Changed tax rate -11 1.9 - - 39
Other non-taxabla/non-deductibla items -18 33 6 -1.3  NOTE PROPERTY, PLANT AND EQUIPMENT
Total -855 119.7 -487 1154
Machinery and
The Parent Company participates in the Group’s tax pooling arrangement and pays the Buildings Land equipment
majarity of the Group’s total Swedish taxes. The reporied current 1ax expenserepresents  sgkm 2008 2007 2008 2007 2008 2007
the portion of the Group's total Swedish taxes attributable to the Parent Company. Other (55 1 Jan, 150 150 1588 1452 16 15
(;‘:roup companies that participate in the tax-pooling ;frra.r.\gement h.a\{e %ax income :ota}— [rvestments o | 176 118 1 1
ling SE.K Hm( expense: 342). The Parer‘\t (?ft?fnpany’s !Iapﬂ!ly 10 subsidiaries for taxes paid Sales and disposals 0 1 _10 2 _ _
on their account is reported as current liabikity to subsidiaries. Accumulated cost, 31 Duc, 150 150 1734 1568 7 18
Current tax income Depreciation, 1 Jan. 68 63 528 -490 14 14
P 2008 2007  Sdlesand disposals ~ - - - - -
Income tax for the period 11 343 Depreciation for the year -5 -5 -38 —36 -1 0
Adiustments for prior per B _ Accumulated d ion, 31 Dec. =73 68 564 5% =15 14
Total 1 343 Write-ups, 1 Jan. - - 5079 5079 - -
Accumulated write-ups, 31 Dec. ~ - 5079 5,079 -
Planned msidual value, 31 Dac. 77 82 6249 611 2
Tax assessment value 37 34 15422 9,780
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Land includes ferest land in the amount of SEK 5,802m (5.716).




NOTE 40 SHARES AND PARTICIPATIONS

Subsidiaries Othar companies
SEKm 2008 2007 2008 2007
Cost, 1.Jen. 656,657 56,657 1 70
Incraase through acquisition of
subsidiaries 5,738 - - -
Dwvastments - - - -59
Accumulated cost, 31 Dec. 62,395 56,857 1" "
Revalations, 1.Jan. 140 140 - -
Accumulated revaluations, 31 Dec. 140 140 0 0
Impairment losses, 1 Jan. -140 -140 - —45
Reversal of earlier impairment losses for
the year - - - 45
Accumulated impairment loases,
31 Dec. =140 -140 0
Planned residual value, 31 Dac. 62,395 56,6857 1 1

The increase in 2008 through the acquisition of subsidiarias comprises a purchase from
another Group company. The company in question was subsequently used as a contribu-
tien in kind to SCA Group Holding BV In 2007, the sharsholding in the French company
Otor SA was sold.

Parent Company's holdings of shares and participations in subsidiaries, 31 December 2008

Carrying

No.of Share of smount,

Company name Corp. Reg. No. Domiclis shares oquity, % SEKm
Swedish subsidiaries

Fastighets- och Bostad-

sektisbolaget FOBOF 556047-8520 Stockholm 1,000 100 0
SCA Forséhkrings-

aklisbolag 516401-8340 Stockhoim 140,000 100 14
SCA Kraftiastigheter AB - 556449-7237 Stockholm 1,000 100 o
SCA Recovered Papers

Hoiding AB 556537-5739 Stockholm 1,000 100 o
SCA Research AB 556146-6300 Stockholm 1,000 100 ¢]
SCA Hedging AB 556666-8553 Stockhotm 1,000 100 0
Foreign subsidiaries:

SCA Group HoldingBY - 33181970 Amstgrdam 246,347 100 59,508
SCA Packaging

Coordination Center NV §TW BE 854.768.955  Diagermn 1,078,899 100 985
SCA Packaging

Marketing NV BTW BE 0421.120.154 Diegem 731,279 100 1,788
Total carrying amount

subsidiaries 62,395

41 RECEIVABLES FROM AND
NOTE LIABILITIES TO SUBSIDIARIES

SEKm 2008 2007
Current assets

Interest-bearing recenables - 76
QOther recehvables 1,590 1,371
Total 1,590 1,447
Current liabilities.

Interest-bearing liabilties 47,647 44,438
Other liabiities 3,897 3,841
Total 51,544 48,279

Financial statements
Notes ~ Parent Company

NOTE 42 OTHER CURRENT RECEIVABLES

SEKm 2008 2007
Prepaid expenses and accrued income 16 14
Other receivables 107 125
Total 123 138

NOTE 4 3 EQUITY

The change in equity is shown in the financial report reiating to Equity presented on page
42. The shara capital and number of shares have increased since 1993 with new issues,

conversions and splits as set out below:

Cash
Increass in payrnent,
Year Event No. of shares  share capital SEKm
1993 Numbar of sh , 14 y 1993 172,303,839
Corwersion of debentures ark] new sub-
1993 scription through warrants 4,030,288 40.3 1191
New issua 1:10, issue price SEK BO 17,633,412 176.3 1,4107
1984  Conwversion of debentures 16,285 o2 -
1985 Convarsion of debentures 3,416,113 342 -
1999  New issue 1.6, issue price SEK140 32,890,989 3200 45790
2000  Corversion of debentures 104,631 1.0 15.0
2001 Naw issue, private placement 1,800,000 18.0 18.0
2002 Naw subscription through warrants 18 513 ] 0.1
2003 Canversion of debentures 1,127,792 11.3 288.4
New subscription through warrants 18 1,697,683 170 434.5
2004  Conversion of debentures 9,155 0.1 1.1
2007 Spkt 311 470,073,398 - =
2008 Number of shares, 31 Deceamber 2008 705,110,004
SCA's share capital, 31 December 2008
Number Number Share capital,
of votes of shares SEKm
A shares 10 110,940,207 370
B shares 1 594,165,887 1,980
Total 705,110,094 2,350

No change in number of shares will aecur in the evant of the exercise of outstanding stock
options, since these are entirely covered by the Parent Company’s treasury shares.

The par value of the Parent Company’s shares amounts to SEK 3.33,

Treasury shares at the beginning of the year amounted to 3,164,812 shares and at year-
and to 2,767,605 shares. Shares are held as part of the employee stock option pro-
grammaes described in Note 7. During the year, 387,207 sharas were radeemsad by employ-

eesincluded in the programmes.
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NOTE 44 PROVISIONS FOR PENSIONS

The Parent Company has both dafined-contribution and defined-benefit pension plans.
Below is a description of the Parent Company’s defined-benefit plans.

PRI PENSIONS

Pension liabilities pertaining to PRI pensions have been securad through a commen
Swedish SCA pension fund. Tha market value of the Parent Company's portion of the
foundation’s assets at 31 Decemnber 2008 amounted to SEK 39m (83). In the past two
years, compensation of SEK O was received. The capital value of the pension obliga-
tions at 31 Decermber 2008 armcunted to SEK 71m (63). Pension payments of SEK 2m (2}
ware made during 2008, Since the value of the assets in 2008 is below that of the pensicn
obligations in the amount of SEK 32m (Q}, this is recognised as a provision in the balance
sheet. The provision is included below.

OTHER PENSION OBLIGATIONS

In tha Group’s notes, Note 7, Personnel and Board costs, describes the other defined-
benafit pension plans that the Parent Company offers. The table below shows the change
batween the years.

Capital value of pension obligations relating to self-administered pension plans

SEKm 2008 2007
Balanca, 1 Jan, 341 321
Compensation received for take-over of

pension obligation 42 -
Cos) exciuding interest expense 39 25
Interest axpense

{reported in personnel costs) 14 1
Payment of pensions -17 -16
Balance, 31 Dec. 419 341

Extemnal actuanes nave caamed out capital vaue CECUlations pursuan 10 the provisions o e Swedish AC
on Safeguarding of Pension Obligations. The discount rate is 4.0 % (3.5).

NOTE 45 OTHER PROVISIONS

Total provisions for efficiency-enhancement programmes amount to SEK 14m (38), Of
total provisions, SEK Om {9} are long-term and SEK 14m {28) short-term. The short-term
provisions are reported under Qther current liabilities.

NOTE 46 OTHER CURRENT LIABILITIES

Other current liabilities

SEXm 2008 2007
ActTued expensas ant! prepaid ncome 54 405
Current provisions 4 2g
{ther operating Eabilities 7 5
Total 75 139
Accrued expenses and prepaid income

SEKm 2008 2007
Agcrued social security costs 7 18
Accrued vacation pay lkability 10 10
Ciher liabilities to personnel - 36
Other items 37 11
Total 54 105
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NOTE 47 CONTINGENT LIABILITIES

SEKmM 2008 2007
Guarantees for
employvees o 1
subsidiaries 50,840 41,983
Other contingent liahilities 15 9
Total 50,855 41,993

In agditicn, the Parent Company has signed subsidiary guarantess for 19 Dutch compa-
nies, The Parent Company guarantees all the companies’ obligations as if they were its
own debt,

The Parent Campany has issued a guarantee in relation to the Group's UK pansion
plan in the event of the plan being dissolved or one of the companies covered by the plan
becoming insolvent.

The Parent Company is also a guarantor for all the subsidiary SCA Graphic Sundsvall
AB's obligations according to contracts regarding physical deliveries of electric power
between 2005 and 2013.

NOTE 48 PLEDGED ASSETS

Other

Owed to interest-
credit bearing Total Towah
SEXm institutions liabilities Other 2008 2007
Real estate mortgages 4831 - - 481 481
Chatied mortgages - 20 - 20 20
Cther - - 135 135 121
Total 481 20 138 838 e

NOTE 49 FINANCIAL INSTRUMENTS BY CATEGORY

The accounting principles for financial instruments are applied for the items betow.,

The financial instruments in the Parent Company are classified as loans and receiva-
bles for assets, and other financial liabilities for liabilities. No other categories have been
utilised over the last two years. These balance sheet tarns are not fully reconcilable since
they may includs items that are not financial instruments.

Lcans and receivables

SEKm 2008 2007
Assets in the balance shaet

Financial assets

Interest-bearing receivables 132 120
Interesi-bearing receivables from

subsidiaries - 5,788
Current assets

Recehables from subsidianes 30 197
Other current receivables 75 114
Cash and bank balances 0 [+
Total 237 6,218
Other financial liabilitles

SEKm 2008 2007
Liabititieg In the balance shest

Current liabilities

Liabiities to subsidiaries 48,227 45210
Accounts payable 27 22
Total 48,254 45,232

NOTE 50 ADOPTION OF THE ANNUAL ACCOUNTS

The annual accounts are approved by SCA's Annual General Meating and will be pre-
santad for approval at the Annual General Meeting on 2 April 2009.
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Proposed distribution of earnings

Annual accounts 2008

Distribution of earnings, Parent Company
Drstribution equity in the Parent Company:

retained earmings 6,980,444,947
net profit for the year 261,000,083
Total 7.241,445,040

The Board of Directors and the President proposes:

1o be distriuted to shareholders, a dividend of SEK 3.50 per shara 2,458,198,712 "
te be carried forward 4,783,246,328
Total 7,241,445,040

Stackholm, 23 February 2009

The Board of Directors and President declare that the Annual Report has been prepared in accorclance with genarally
accepted accounting principles, that the consolidated financial statements have been prepared in accordance with the
international financial reporting standards referred to in European Parliament and Council of Eurcpe 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 Company's and Group's financial position and results of operations, and that the statutory
Board of Diractors’ Report provides a fair review of the Parent Company’s and Group's operations, financial position and
results of operalions and describes material risks and ungertainties facing the Parent Company and the companias

included in the Group.
o

Sverker Martin-Lof

Chairman of the Board
/
- L — / e 2y 52 i lﬂ’\ hewst—
> JEVY R, ek
Yy
Rolf Bériesson Sdren Gyll Tom Hedelius Leif Johansson Lars Jonsson
Board member Board member Board member Board member Board membar

. / e
W ' r ; '
Lars-Erik Lundin Anders Nyrén Orjan Svensson Barbara Milian Thoralfsson
Board member Board member Board member Board member
Jan Jehansson
President and CEQ

Cur audit report wasg submitted on 23 February 2009
PricewatarhouseCoopers AB

Anders Lundin
Authorised Public Accountant

% Basad on the number of outstanding shares at 31 Decembér 2008, The amount of the dividend may
change if any treasury share transactions are executed before the record date, 7 April 2009.
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Audit report

To the Annual Meeting of Shareholders in Svenska Cellulosa
Aktiebolaget SCA (publ) Corporate identity number 556012-6293

We have audited the annual accounts, the consolidated accounts, the ac-
counting records and the administration of the Board of Directors and the
President of Svenska Cellulosa Aktiebolaget SCA (publ) for the year 2008.
The company’s annual accounts and the consclidated accounts are includ-
ed in the printed version of this document on pages 10-79. 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 annual accounts and application of Inter-
national Financial Reporting Standards, IFRS, as adopted by the EU and
the Annual Accounts Act when preparing the censolidated accounts, Our
responsibility is to express an opinion on the annual accounts, the consoli-
dated accounts and the administration based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards in Sweden. Those standards require that we plan and perform
the audit to obtain reasonable assurance that the annual accounts and the
consolidated accounts are free from material misstatement. An audit in-
cludes examination, on a test basis, evidence supporting the amounts and
disclosures in the accounts. An audit also includes assessing the account-
ing 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
accounis and the consoilidated accounts. As a bastis for our opinion con-
cerning discharge from liability, we examined significant decisions, actions
taken and circumstances of the company in order to be able to determine
the liability, 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 Annual
Accounts Act or the Articles of Association. We believe that our audit pro-
vides a reasonable basis for our opinion set out below.
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The annual accounts have been prepared in accordance with the Annual
Accounts Act and give a true and fair view of the company’s financial position
and results of operations in accordance with generally accepted accounting
principles in Sweden. The consolidated accounts have been prepared in
accordance with International Financial Reporting Standards (IFRS) as adopt-
ed by the EU and the Annual Accounts Act and give a true and fair view of
the Group’s financial position and results of operations. The statutory Board
of Directors’ Report is consistent with the other parts of the annual accounts
and the consolidated accounts.

We recommend to the Annual General Mesting 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
tha members of the Board of Directors and the President be discharged
from liability for the financial year.

Stockholm, 23 February 2009

PricewaterhouseCoopers AB

Anders Lundin
Authorised Public Accountant
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Corporate governance

Corporate Governance Report
for Svenska Cellulosa Aktiebolaget SCA (publ)

* Articles of Association
* Swedish Code of Corporate Governance

President's speeches and press releases)

More detailed information at www.sca.com

* Information from Annual General Meetings in pravious years, since 2004 {notices, minutes,

* Information from Nomination Committee, since 2006 {composition, proposats and wark)

* Information ahead of 2009 Annual General Meeting (notice, Nomination Committee pro-
posals, Board's proposal for principles for remuneration to the President and other senior
executives, informaticn routines for notifying attendance at the meeting, elfc.)

* Eartier Corporate Governance Reports, since 2005

SCA’s corporate governance

SCA applies the Swedish Code of Corporate
Governance. This Corporate Governance Report
is not part of the formal annual report and has not
been reviewed by the company’s auditors.

External framework

The foundation of the Swedish system of corpo-
rate governance is the Swedish Companies Act,
which provides mandatory rules for the company’s
organisation and governance while safeguarding
shareholder influence. Swedish accounting legis-
lation and international accounting rules are also
applied, which ensure that financial reporting
maeets high standards. Significant aspects of the
provision of information, particularly with regard
te financial information, are regulated by Swedish
faw,

In addition to this fundamental legislation,
comprehensive and mandatory rules on corpo-
rate governance are included in the regulations of
the national stock exchange. The system also ap-
plies the Swedish Code of Corporate Govern-
ance, with rules of a “comply or explain” nature,
and the Swedish Securities Council’s guidelines
on good practice on the stock market.

Internal framework

The internal framework for corporate governance
encompasses a number of key areas. The most
promingnt areas include rules of procedure for the
Board, instructions to the President, financial poli-
cy, information policy, instructions for payment au-
thorisation and payments, risk management poli-
¢y, pension policy and the Code of Conduct.
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Control

A Wey part of a weil-functioning corporate gov-
ernance system is various forms of control. In ad-
dition to the company's auditors, operations in
the Swedish system are subject to control and
monitoring by such bodies as the Sweadisn Finan-
cial Supervisory Authority and the national stock
exchange. Companies’ own internal control
structures at different levels are also of funda-
mental importance.

Articles of Association

The Articles of Association are adopted by a gener-
al meeting of sharehclders and contain a number of
basic mandatory details about the company, The
complete Articles of Association are available on
SCA's website: www.sca.com. Among other provi-
sions, SCA's Articles of Association stipulate that
the Board of Directors shall comprise three to
twelve members and that Class A shares shall camy
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 share-
holders are entitled to attend. Each shargholder
alse has the right to have a matter considered at
a general meeting. The company’s Board of Di-
rectors is elected at the Annual General Meeting
(AGM). Other mandatory tasks for the AGMin-
clude adopting the company's batance sheet and
income statement, deciding on disposition of the
earnings from the company’s operations, decid-
ing on guidelines for remuneration to senior exec-
utives and on discharging the members of the

Board and the President from liability. The AGM
also appeints the company's auditors.

Annual General Meeting 2008

The Annuat General Meeting of shareholders in
SCA was held on Tuesday, 8 Aprit 2008 in Stock-
holm. Full details of the 2008 AGM are available
on SCA's website www.sca.com.

Annual General Meeting 2008

The next Annual General Meeting of shareholders
in SCA will be held on Thursday, 2 April 2009 in
Stockhelm (see page 92).

Nomination Committee

The Nomination Committee represents the com-
pany's shareholders. The committee is assigned
the task of providing the best possible inforration
on which the AGM can base its decisions and of
submnitting proposals for resolutions on such is-
sues as the election of Board members and ap-
pointment of auditors and on their rernuneration.
The 2008 AGM decided that the Nomination Com-
mittee for the 2009 AGM should comprise repre-
sentatives of not less than the four largest and not
more than the six largest shareholders in termns of
voting rights, as well as the Chairman of the Board,
who is also the convener.

Composition of the Nomination Committee for

the 2009 AGM

The composition of the Nomination Committee

for the 2009 AGM is as follows:

= Canl-Olot By, AB Industrivarden, Chairman
of the Nomination Committee
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. Nomination Committee

‘ Remuneration Committee

» Hakan Sandberg, Handelsbanken Pension
Foundation, among others

» Anders Oscarsson, SEB Fonder

» Hans Sterte, Skandia Liv

« Helen Olausson, AB Skrindan, among others

e Sverker Martin-L6f, Chairman of the Board
of SCA

All shareholders have had an opportunity to sub-
mit proposals to the Nomination Committee.
The Nomination Committee has submitted its
proposals for the 2009 Annual General Meeting.
The proposals are available on the company's
website www.sca.com.

Board of Directors

The Board of Directors has overall responsibility
for the company's organisation and for manage-
ment of the company’s affairs.

Board members

In accordance with the decision of the AGM, the
Board of Directors shall comprise eight members
elected by the Annual General Meeting with no
deputies. In addition, Board members include three
members with three deputies appointed by the em-
ployees, For detailed information about individual
Board members and deputies, see page 86.

The majority (Sverker Martin-L6f, Rolf Bérjes-
son, Saren Gyll, Tom Hedelius, Leif Johansson,
Anders Nyrén and Barbara Milian Thoralfsson) of
the AGM-elected members are independent of
the company and senior management. Of these
Board members, four (Rolf Bérjesson, Séren Gyll,
Leif Johansson and Barbara Milian Thoralfsson)
are also considered independent of the compa-

Annua! General Meeting

Board of Directors

President

Executive Vice President

Business Group Presidents

ny’s major shareholders. Only one Board member
(Jan Johansson) is a member of senior manage-
ment. All of the Board members understand the
requirements incumbent upon a listed company.

Work of the Board
There is no specific allocation of duties within the
Board other than the specific duties of the Chair-
man and the tasks incumbent on the Board’s
committees. The Board works according to the
rules of procedure established by the Board. Work
is camied cut according to an annual schedule.
The rules of procedure specify the allocation
of duties among the Board members, its commit-
tees and the President. The rules of procedure
stipulats the specific content and presentation of
the information that management provides to the

Corporate governance

|
Externaf Audit

Audit Cminminee

|
Internal Audit

Corporale Staffs
|

Board and ensures that the Board conducts an
annual review of its own routines. The Board has
formed an Audit Committee and a Remuneration
Committee from within its ranks. SCA’s Genera!
Counsel is the Secretary of the Board. In 2008,
the Board held nine meetings.

Audit Committee

The tasks of the Audit Committee, which is not
authorised to make decisions, include making
preparations for the Board's quality assurance of
the company’s financial reporting. The Commit-
{@a’s work involves internal control and compli-
ance issues, checking reported figures, esti-
mates, assessments and other material that may
affect the quality of the financial reports. The
Committee has assigned the company's auditors

Board of Directors

Attendance Attendance
Audit Remunaration

d dep 1 c Committes Foes?
Rolf Beressen 959 a 3 525,000
Soren Gyl %] a 5/6 550,000
Tom Hedelius 9/ a 33 525,000
Jan Johansson 7 -
Leif Johansson 9/9 o 450,000
Sverker Martin-Lof, Chairman 99 &] 6/6 373 (Chairmany 1,525,000
Anders Nyrén 89 8] 6/6 {Chaimman) 575,000
Barbara Miian Thoralsson 0 a 450,000
Total 4,600,000 SEK

" As defined in the Swedish Code of Corporate Gavernance.
3 This amount relates to fees ta Board membars.

{3 = Member can be regardad as independent of the company and
s managennent.

E} = Membeér can be regarded as independent of the company and
Its management and of the company's major sharshoiders.

Board membens appointed by empkayse organisations are isted on pege 88.
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the specific task of examining how successfully
the general and more detailed rules for control
are followed within the company. The Committee
meets the company’s auditors on a regular basis,
sets up guidelines for audits and other services,
evafuates the auditors and assists the Nomina-
tion Committee in the sefection of auditors and in
matters relating to remuneration.

The Audit Committee comprises Chairman
Anders Nyrén, Séren Gyll and Sverker Martin-Lof.
The Audit Committee held six meetings in 2008.

Remuneration Committee

The Remuneration Committee handles salaries,
pension benefits, incentive issues and other terms
of employment for the President and other senior
executives. Senior executives in this context in-
clude the Executive Vice President, business
group presidents, individuals within the Parent
Cornpany 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 employ-
ment for cther senior executives are decided by
the Remuneration Committee. The Remuneration
Committee comprises Chairman Sverker Martin-
L&f, Tom Hedeliugs and Rolf Borjesson. The Re-
muneration Committee held three meetings in
2008. In addition, a number of issues were dealt
with per capsulam,

Chairman of the Board

According to the Board’s rules of procedure, the
Chaimman 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 development on a continuous
basis. In addition, the Chairman represents the
company in ownership 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 2008 Annual General Meeting decided to ap-

point Sverker Martin-Lof as Chairman of the Board.

Evaluation of the work of the Board

The work of the Board, like that of the President,
is evaluated annually using a systematic and
structured process, one purpose of which is to

obtain a sound basis for the Board's own devel-
opment work. The Nomination Committee is
informed of the resuits of this evaluation.

Remuneration to the Board

The total fees for AGM-elected Board members
were set by the AGM at SEK 4,600,000. The
Chairman of the Board received an annual fee
of SEK 1,350,000 and the other Board members
who are not employees each received SEK
450,000. Members of the Remuneration Commit-
tee received an additional fee of SEK 75,000 and
members of the Audit Committee an additional
SEK 100,000, while the Chairman of the Audit
Committee received an additional fee of SEK
125,000.

Operational management

President

The President, who is alsc the CEQ, is responsi-
ble for ongoing management of the company
in accordance with the Board's guidelines and
instructions. The President is supported by an
Executive Vice President, who is also the CFO,
a COOQ and a Group managernent team. See
page 87. The Board's rutes of procedure and
the Board's instructions to the President cutline
such information as the allocation of duties
between the Board and the President.

Business group management

The Group has six business groups and one cen-
tral function that conducts research, innovation,
brand development and technology on behalf of
hygiene operations. The joint hygiene operations
also have a separate management and coordina-
tion body. Each business group has operational
responsibility for their area. The rules of procedure
and instructions ensure that a number of matters
of importance are referred to the CEQC or the
Parent Company's Board of Directors.

Remuneration to management

Principies for rermnuneration to senior execttives
The guidetines for remuneration to senior execu-
tives adopted by the 2008 Annual General Meet-
ing are available in Note 7 and on the company's
website, www.sca.com, while the Board’s pro-
posal to the 2009 Annual General Meeting is

Remuneration to auditors {PricewaterhouseCoopers)

Group Parent Company
SEKm 2008 2007 2008 2008 2007 2008
Remuneration for audit assignments &7 62 62 10 G 1
Rermuneration for other consutlations 19 17 29 6 2 2
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available in the Board of Directors’ Report on
page 12 and on the company's website:
WWW.SCA.COoM.

Salaries and other rermuneration to the President
and other senior executives

For information about salaries and other remu-
neration and benefits to the President and other
senior executives, see Note 7.

Qutstanding stock and share-price-related
incentive programmes

In 2002, some 200 senior executives received
stock options free of charge at a value (theoreti-
cally calculated) that, on the date of allotment,
did not exceed approximately 20% of each exec-
utive's base salary. For additional information,
see Note 7.

Audit

Auditors

The 2008 Annuat General Meeting appointed the
accounting firm of PricewaterhouseCoopers AB
as the company's auditors for a mandate period
of four years. The accounting firm notified the
company that Anders Lundin, Authorised Public
Accountant, would be the senior auditor. Anders
Lundin is also auditor for Aarhus Karlshamn AB,
AB Industrivirden, Husqvarna AB, Loomis AB
and Melker Schéring AB. Anders Lundin helds
no shares in SCA.

Audit work

The company's auditers submit an audit report
for SCA's annual accounts and consolidated ac-
counts, the administration of the company by tha
Board and the President of SCA and the annual
accounts for other subsidiaries. This audit is con-
ducted in accordance with the Swedish Compa-
nies Act and Auditing Standards in Sweden ac-
cording to FAR SRS, which are based on the in-
ternational auditing standards of the International
Federation of Accountants (IFAC). Auditing of an-
nual accounts docurments of SCA's legal entities
outside Sweden is performed in accordance with
statutory requirements and other applicable rules
in each country and in accordance with generally
accepted auditing standards according to IFAC
GAAS, by issuing audit reports for the legal enti-
ties. The Group’s six-month report is reviewed by
the company’s auditors pursuant to the recom-
mendation issued by FAR SRS.

Remuneration to auditors
The company's auditors have received remunera-
tion for audits and other required reviews as well




as advice and other assistance resulting from ob-
servations made during such audits. The auditors
have also received remuneration for separate
advisory services. Most of the advice pertains to
audit-related consultation on accounting and tax
issues in connection with restructuring processes.

According to its instructions, the Audit Com-
mittee must draw up guidelines stipulating which
services, other than auditing, the company may
purchase frorn its auditors. Remuneration paid to
auditors in 2008 is specified in Note 5.

Financial reporting

Financial reporting to the Board

The Board's rules of procedure and schedule
specify the reports and information of a financial
nature that should be presented to the Board at
each of the reqular meetings.

The Board’s instructions to the President re-
quire him to ensure that the Board receives the
necessary reports to continuously assess the
financial positian of the company and the Group.
The instructions also specify which types of re-
ports the Board must receive at every meeting.

External financial reperting

The quality of the company’s external financial
reporting is ensured through a variety of measures
and routines. The tasks assigned to the company's
internal control unit include examining accounting
processes critical for financial reporting and com-
municating any observations to the Audit Cor-
mittee and the Board. In addition to the annual
accounts, the auditors examine the six-month
accounts. The President, supported by his corpo-
rate staffs, is responsible for ensuring that all
other financial information provided, for example,
in press releases with a financial content and
presentation material for meetings with media
representatives, owners and financial institutions
is correct and of good quality.

Communication with the company’s auditors

In accordance with its instructions, the Audit Com-
mittee meets regularly with the company’s audi-
tors to obtain information on the focus and scope
of the audit and to discuss coordination between
the external audit and internal control function, as
well as opinions on the company’s financiat risks.
In addition, the Board, in accordance with its rules
of procedure, meets the auditors at nct fewer than
three regular Board meetings during the course of
the year, At these mestings, the auditors present
and receive opinicns on the focus and scope of
the planned audit and deliver verbal audit and re-

view reports. Furthermore, at the Board's third
regular autumn meeting, the auditors deliver an in-
depth report on the audit for the current year. The
rules of procedure specify a number of mandatory
issues that must be covered. These include mat-
ters of importance that have been a cause for
concern or discussion during the audit, business
routines and transactions where differences of
opinicn may exist regarding the choice of account-
ing procedures, as well as accounting for consul-
tancy work assigned to the audit firm by SCA and
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 of company man-
agement being present. Similar control of the
company's contacts exists in the business groups.

Internal contro! and financial reporting
The Board of Directors has drawn up a number
of basic documents that are significant to the corn-
pany's financial reparting. Within the framework
of these documents, SCA's management has pre-
pared accounting and reporting instructions as
well as instructions for internal control. These basic
control documents are applied in all of the busi-
ness groups and are reviewed on a regular basis.
Managers at different levels within the Group
have, within their respective areas, defined pow-
ers and responsibilities with respect to financial
reporting. The management system also includes
several well-defined processes for planning and
implementation of decisions.

Risk management

With regard to financial reporting, the risk that
material errors may be made when reporting the
company’s financial position and results is con-
sidered the primary risk. To minimise this risk,
control documents have been established pertain-
ing to accounting, routines for annual accounts
and follow-up of reported annual accounts. A
Group-wide system for reporting annual accounts
has also been introduced. In 2008, this system
was further coordinated and adapted to changes
made to the format of the company’s income
statements and balance sheets.

SCA's Board of Directors and management
assess the financial reporting from a risk per-
spactive on an ongoing basis. To provide support
for this assessment, the company's incame-
statement and balance-sheet items are compared
with earlier reports, budgets and other planned
figures.

Corporate goverhance

Control activities that are significant to financial
reporting are carried out using the company’s IT
system. To further reduce the risk of error, changes
were made to the company's system-access
procedures and new work methods for system
changes were implemented during the year.

Control activities

Process managers at various levels within SCA
are responsible for carrying out the necessary
control measures with respect to financial report-
ing. An important role is played by the company’s
controller organisation, which is responsible for
ensuring that financial reporting from each unit is
correct, complete and delivered in a timely man-
ner. Significant instructions and guidelines are
updated regularly and are easily accessible on
the company’s intranet. In addition, each business
group has a Finance Manager with the same
responsibitities for each business group. The
company's control activities are supported by
the budgets prepared by each unit and updated
during the year through coentinuous forecasts.

In recent years, SCA has introduced a stand-
ardised system of control measures involving
processes that are significant to the company's
financial reporting. In 2008, the control require-
ments for these processes were clarified. Tha con-
trols must be adapted to the operational process
and systern structure of each unit. Accondingly,
each unit prepares a record of the actual controls
to be carried out in the unit in question.

Control of these processes is implemented
through self-evaluation followed up by an internal
audit. In some cases, SCA has enlisted external
help to validate these control measures.

Aeporting

Financial results are reported and exarnined regu-
larty within the management teams of the operat-
ing units and communicated to SCA’'s manage-
ment at monthly and quarterly meetings.

Menitoring and follow-up

SCA has established a corporate internal audit
unit with 12 employees. The head of the unit
reports to the Audit Committee (see page 82) on
issues concerning internal auditing and to CFO
on other issues. During the current year, the unit
reports its findings concerning financial reparting
and other topics at every meeting with the Audit
Committee and on ona occasion to SCA's Board.
The unit also provides internal advisory services
on interna! control issues.
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Board of Directors and Auditors

Elected by the Annual General Meeting

Sverker Martin-Léf {1943)

Tech Lic., Honorary PhiD

Chairman of the Board since 2002, formerly
President and CEQ of SCA. Chairman of the
Board of SSAB and Skanska. Vice Chair-
mianof industiivirden, Ericsson and the
Contederation of Swadish Enterprise.
Member of the Board of Handelsbanken.
Elected; 1986
Ashares: 3,000
Options: 40,000
Indepenrdent of the company and corporate
managament.

B shares: 77,823

Rolf BGriesson {1942)

MSc Eng.

Chairman of the Board of Ahlsell AB.
Member of the Board of Avery Dennison
and Huhtamaki Qyj,

Eleciod, 2003

B shares: 17,850

Independent of tha company, corporate
managemeant and SCA’s major share-
holders.

Jan Johansson (1954)

Master of Laws

Prasident and CEO.

Chairrnan of the Board of Petrosibir AB.
Elected: 2008

B shares: 50,000

Appointed by the employees

Laif Johansson (1951)

MSc Eng,

Prasident of AB Volvo and CEC. Member
of the Board of AB Volvo, Bristol-Myers
Squibb Company, the Confederation of
Swedish Enterprise ana Teknikforetagen,
Member of tha Royal Swedish Academy
of Engineering Sciences (VA).

Etected: 2006

B shares: 6,040

Independent of the company, carpgrate
management and SCA's major share-
holders,

Lars Jonsson (1956)

Chairman Swedish Paper Workers Union
dept. 167 at SCA Graphic Sundsvali AB,
Gstrands pulp plant, Timrd, Member of the
Swedish Trade Union Confedaration (LO).
Appointed: 2005

Honorary Chairman

Bo Rydin
MSc Econ., Hon PhD Econ., Hon PhD
Engineering
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Lars~Erik Lundin (1048)

Project Manager at SCA Packaging
QObbola AB. Member of the Federation of
Salaried Employees in Incustry and Servi-
ces (PTK),

Appointad: 2005

Auditors

PricewaterhouseCoopers AB
Senior Auditor: Anders Lundin,
Authorised Public Accountant

Saren Gyl (1940}

Honorary PhD Engineering

Member of the Royal Swedish Academy
of Engineering Sciences {IVA}.

Electad: 1997

B shares: 4,407

Independent of the company, corporate
managemant and SCA's major share-
halders.

r

Tom Hedelius (1939)

MSe Econ, Honorary PhiD Economics
Chairman of the Board of B&B Tools, Indus-
trivérden, the Jan Wallander and Tom
Hedelius Fourdation and Anders Sandrews
Foundation, Vica Chairran of Addtech and
Lagercrantz Group. Member of the Board f
LE Lundbergféretagen and Volvo. Honorary
Chairman of Handelsbanken.

Electad: 1985

B shares: 5,820

Independent of the company and corpo-
rate managemant.

Anders Nyrén (1954)

MSc Econ, MBA

Prasident of AB Industrivirden and CEO.
Vice Chairman of Handelsbanken and
Sandvik. Member of the Board of Erics-
son, Ernstrémgruppen, AB Industrivér-
den, and SSAB. Chairrman of the Stock
Market Company Association and the
Association for Generally Accepted Prin-
ciples in the Securitios Market.

Etacted: 2001

B sharas: 1,200

Independent of the company and corpo-

rate managemant.

Orjan Svensson {1963)

Saenior Industrial Satety Representative
at SCA Hygiene Products AB, Edet Bruk,
Lika Edet. Member of the Swedish Trade
Union Confedsration (LO).

Appointed: 2005

Secretary to the Board

Anders Nyberg (1851)

Mastar of Laws

Sanior Vica President, Corporate Legal
Affaics, Ganaral Gounsal

B shares: 30,396 Options: 12,000

Barbara Milian Theoralfsson (1959)
MBA, BA

Member of the Board of Electrolux AB,
Storebrand ASA, Tandberg ASA, Fleming
Invest AS, Stokke AS and Narfolier AS.
Etected: 2006

B shares: 3,000

Wdependeni of the company, corporale
managementi and SCA’s major share-
helders.

Deputies

Anders Engqvist {1958)

Wachine Operator ar SCA Packaging
Sweden AB, Varnamo. Member of the
Swedish Trade Unicn Confederation {LO).
Appointed: 2005

Bert-lvar Pattersson (1955)

Works Manager at SCA Graphic Sundsvall
AB, Ortvikan paper mill, Sundsvall. Mem-
ber of the Council tor Negotiation and
Cooperation (PTK),

Appaointed; 2005

Harriot Sjiberg (1946)

Chairman, Unionen, SCA Hygiene Pro-
ducts AB, Gothenburg.

Member of the Council for Negotiation and
Cooperation {PTK).

Appointed; 2001

B shares: 1,815

inforrnation regarding individuals' own and
related partigs’ shareholdings pertain to
the situation on 31 December 2008, One
option corresponds to three shares.




Jan Johansson {1954)
President and CEO
Master of Laws
Employed since 2007
B shares: 50,000

Thomas Wulkan [1961)

Prasident SCA Perscnal Care Europe

BSc BA
Employed since 2000

Sune Lundin (1951)
Prasident SCA Americas
MSc

Employed sinco 2008

Anders Nyberg {1951}

Sarior Vice President, Corporate
Legal Affairs, Gengral Counsel
Master of Laws

Employed since 1958

B shares: 30,396

Options: 12,000

Lannart Persson {1947}

CFO and Exscutive Vice President,
Head of Finance

BSc BA

Employed since 1987

B shares: 35,265

Options: 20,000

Mats Berencroutz (1954}
President SCA Tissue Europe
MSc ME

Employed since 1981

B shares: 417

Options; 7,500

Christoph Michalski (1966}
Prasidant SCA Asla Pacific
MSc Econ.

Employed since 2007

B shares: 1,700

-

Ul Saderstrdm (1964)

Sanior Vice Prasident, Business Develop-

ment and Strategic Planning
Studies in economics, MBA
Employad since 2009

B shares: 24

Kennsth Eriksson (1944}
COQ (Chief Operaling Officer)
Mechanical Enginear
Employed since 1979

B shares: 17,373

Options: 20,000

Phil Almond {1960)

President SCA Packaging Europe
Chartered accountant

BSc

Employed since 1983

Options: 7,500

Bodil Eriksson (1963)

Senior Vice Prasident, Corporate
Communications

Berghs Schoot of Communications
Employed since 2005

B sharas: 360

Corporate Senior Management Team

Corporate governance

Robert Sj5strém (1964)

President SCA Global Hygiene Category
MSc Econ, MBA

Employad since 2009

Uit Larsson {1962}

Presidant SCA Forest Products
BSc Forestry

Employed since 1992

Ashares: 138

B shares: 1,623

Gordana Landén (1954)

Senior Vice President, Carporate
Human Resources

BSc

Employed since 2008

Information regarding individuals’ own and
related parties’ shareholdings pertain to
the situation on 31 December 2008. One
option corresponds Lo three shares.
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SCA Data

Multi-year summary

SEKm 2008 2007 2006 2005 2004 2009 2002 2001 2000 1999
INCOME STATEMENT
Nat sales 110449 105913 1M 439 96 385 89967 85338 88046 82380 67 157 64 896
Operating profit 8554 10147 8505 1928 7669 7757 9101 9492 10534 6733
Personal Carg 2912 2960 2799 2474 2429 2403 2588 2080 - -
Tissue 2375 1724 1450 1577 2026 2418 2899 2393 - -
Hygiene Products - - - - - - - 2909 2613
Packaging 1493 2651 2072 1775 2604 2482 3085 3286 2977 2215
Forest Products 2207 2870 2475 1886 1777 1569 1986 2976 2720 2123
Fina papar and wholesala - - - - - - - - 644 491
Cther operations 2 ~433 -58 -3 -5784 -1167 25 =300 =233 2013 -108
Goodwill amortisation - - - - - -1130 -1137 -101¢ -729 602
Financial income: 183 183 179 156 453 544 409 380 531 322
Financial expenses -2103 -2303 -1851 -1651 -1537 -13%4 -1432 -1782 -1738 -1534
Profit after financial items G644 8237 6833 433 6585 6967 aore 8090 9327 551
Tax ~309 -1078 -1366 21 -1393 -1861 -2341 -Z2444 -2133 —-1849
Minority inferasts - - - - - -31 44 -59 - 45 -70
Profit for the year 8235 7181 5467 454 5192 5075 56063 5587 7148 3602
BALANCE SHEET
Non-current assets (excl. financial receivables) 113866 104 150 95994 101840 96162 77885 75482 76967 60962 81065
Receivables and inventories agi121 33793 29907 29355 25681 22880 24785 23338 21785 18311
Non-currant assets held for sale 102 55 2665 ) - - - - - -
Financial racaivanlas 2459 3643 2970 2035 682 4145 6131 3488 3497 1278
| Short-tarm investments 842 366 403 237 128 749 306 406 502 2830
Cash endd bank balances 5738 3023 1599 1684 3498 1696 2520 2189 1440 3 630
Total assets 158 968 145050 133544 135220 126151 107356 106204 106788 88168 85214
Equity attributabie to equity holders of tha Parent Company 86450 63590 58299 56343 54 350 45754 47 083 45983 39898 34133
Minarity interests 802 589 664 767 768 75 687 736 812 587
Provisions 13292 14199 14 240 17035 16962 13620 14773 14870 13242 8632
Interest-baaring debt 52886 42323 38601 39038 35021 25429 27498 27746 18684 26881
Qperating and other nen-interest bearing liabilities 25538 24249 21740 22035 19050 17 802 18 263 17 453 16720 12981
Total liabilities and equity 158 968 145050 133544 135220 126151 107356 109204 106788 88166 85214
Capital employed ¥ 105955 96 368 98192 95341 87208 71687 71863 67878 57 501 54 616
Net dabt, incl. pension iiabilities —47002 37368 -38399 39826 34745 22308 -23898 -23861 15880 -24073
CASH FLOW STATEMENT
Operating cash fiow 7813 2127 8304 747 8837 10102 12421 14208 9005 g7yQr
Cash flow from curent cperations 3810 4508 2772 4362 5688 8134 a620 11248 6652 8740
Cash flow before dividend 77 1473 1538 1768 -6 276 801 -855 -4 254 10609 -3760
Curren! capital expenditures, net -5353 -5165 -5 672 ~4 859 -4210 -3902 ~3523 -3479 —2245 -2046
Strategic capital axpenditures. 3108 ~1342 -035 -2086 -2398 -2949 -2823 -1469 -1121 -2815
Acquisitions -1764 -4 545 -323 —428 —3340 -4 808 -848B3 -1328B6 -2349 -i10400
KEY RATIOS 4
Ecpuity/assets retio, % 4z 44 a4 42 44 a7 45 44 46 44
Interest caverage, multiple 3.7 5.3 5.1 1.3 7.1 08 89 6.8 87 56
Debt payment capacity incl. pension liabilities, % 26 35 29 27 35 54 47 51 49 33
Debt/equity ratio, incl. pension liabilities, multiple 0.70 0,58 0,62 070 0.63 0,44 0,49 0.51 0,39 0.69
Return on capital employed, % 8 11 9 2 9 " 13 14 18 12
Retum on equity, % o 12 9 1 10 10 12 13 20 12
Qperating margin, % a 10 -} 2 ] g 1Q 12 16 10
Net margin, % 5 7 6 0 6 6 6 7 1 8
Capital turnover rate, multiple 1.04 1.10 1.05 1.01 1.03 1.19 1.23 1.21 117 1.18
Operating cash flow per share, SEK 5.42 6.42 395 6.22 aaz 11.668 12.37 1613 9.50 10.41
Earnings per shara, SEK 7.04 10.18 7.75 0.61 7.37 7.28 B.18 802 10.21 5.58
Dwidend per shara, SEK 3508 4,40 4.00 3.67 3.50 350 3.20 292 2.58 2.27
" Operating profit distributed pro forma for 1999-2000.
2 2005 and 2004 inchuding restructyring costs of SEK 5,365m and SEK 770m respectively. 2000 includes capital gain from the sase of Modo Paper of SEK 2,031m.
A Calculation of everape capital empioyed and equity based on five measurements.
* Kay ratigs are defined on page 91.
S Board proposal.
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SCA Data

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 slightly more than 20% as a result of the
acquisitions of Georgia-Pacific Tissue and Tus-
carora in North America. During the period 2002-
2004, SCA continued to acguire companies,
which contributed to a further increase in sales
of 17% up to the end of 2005. In 2006 the Group
launched more new products than ever before
and as a result of the growth in volurme, SCA's
net sales exceeded SEK 100bn for the first time.
In 2008, sales increased by 4% compared with
the previous year and now amount to slightly
more than SEK 110bn. Sales in Personal Care
and Tissue rose, while Packaging and Forest
products declined. During the ten-year period the
Group’s sales increased by 5% annually (CAGR).

QOperating profit

During the 1999-2000 pericd, Hygiene Products,
Personal Care and Tissue developed in a positive
direction. Packaging also performed well during
the period 1998-2000 and operating profit in-
creased by an average of 33% annually, which
was mainly due to acquisitions. The operating
profit for Forest Products increased the same
period by an average of 18% annually. In addition,
the capital gain from the sale of the fine paper
operations is added to the operating profit in
2000. The capital gain, combined with the strong
operating profit from the other business areas,
meant that the Group was able to report a record
high operating profit. Operating profit rose by 54%
for Hygiene Products in 2001, which is partly
attributable to the acquisition of Georgia-Pacific
Tissue. Packaging and Forest Products also con-
tinued to perform well in 2001 and, as a result,

a record-high operating profit, adjusted for non-
recurring effects, could be reported. The increase
for Hygiene Products, Personal Care products
and Tissue continued in 2002. The increase,

which was 24% for Hygiene Products, can be at-
tributed to volume growth and lower raw material
and production costs. The improvement for Tissue
amounted to 21% and is explained by the acqui-
sition of Cartolnvest as well as lower raw material
and production costs. The operating profitin 2002
for Packaging and Forest Products fell as a result
of lower prices. Personal Care did not reach the
2002 profit leve! until 2006. This business area
has been under pressure from rising raw material
costs and intense competition, although growth
was favourable in both established and new mar-
kets. Earnings improved further in 2007. In the
Tissue business area, continued acquisitions did
not compensate for lower prices, higher raw ma-
terial and energy costs and the negative effects
of currency fluctuations. This has resulted in a
gradual decline in operating profit since 2002.

In 2007, this negative trend was reversed and op-
erating profit increased once again. With effect
from the fourth quarter of 2007 the acquisition of
P&G's tissue unit is included in SCA’s Tissue op-
erations which had a positive impact on earnings.
Packaging's operating profit declined in 2002 and
2003 from the record year of 2001, but improved
slightly in 2004, before sustained price reductions
caused lower profit levels in 2005. In 2006 prices
improved gradually. During the first half, price
increases were implernented for containerboard,
which led to gradual increases in the price of cor-
rugated board, resutting in a slight improvement
in profits. Packaging also implemented succes-
sive price increases for corrugated board in 2007.
SCA sold its North American packaging opera-
tions in 2007. An efficiency enhancement pro-
gramme to improve operating profit was initiated
in 2004, which has now been concluded, followed
by an additional programme in 2005, which
achieved maximum effect. Operating profit de-
clined by 13% in 2008 compared with the pre-
ceding year, primarily due to higher costs of raw
materials and energy. However, an improved
product mix, and higher prices and volumes con-
tributed positively to earnings.

Cash flow statement

A total of SEK 75bn has been invested in expan-
sion during the reporting period, of which SEK
54bn is attributable to company acquisitions.
Maintenance investments amounted to SEK 41bn
and have remained at a steady level of around
4% in relation to sales.

Key ratios

During the reporting period, the Group's dividend
rose from SEK 2.27 to SEK 3.50, an annual in-
crease of 4%. Considering the current economic
situation, the dividend was lowered from SEK
4.40 to SEK 3.50.
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SCA Data

Production capacity

{Capacity is stated in thousands of tonnes unless otherwise indicated)

TISSUE PACKAGING
Min Country Capacity Production plant Country Corrugated board Krattiner Tastliner/fluting
Box Hill Australia 53  Corrugated board Asia 6668
Ortrnann Augtria 124 Austria 60
Stembert Belgium 75 Bedgium 140
Santiago 't Chie 61 Czach Republic 65
Bogota Colombia 35 Donvnark 140
Mededin Colombia 39 Estonia 30
Lassa Ecuador 24 Finland 48
La Theil France 62 France 180
Orleans France 35 Germany 480
Mainz-Kastheim Germany 106 Greece 60
Mannheim Germany 268 Hungary 60
Neuss Germarty 106 Italy 450
Witzenhausen Germany 30 Lithuania a7
Altopascio Italy 25 Netherlands 180
Collod ftaty 42 “Norway 5
Lucca Itaty 140 Poland 75
Pratovecchio Italy 22 Rovmania 40
Ecatepec Mexico 69 Russia 57
Monterray Maxico 57 *Slovakia 2
Uruapan Mexico 36 Spain 162
Friesland @ Netherands B Sweden 120
Kawerau New Zealand 81 Switzerland 40
Drarmmen Norway 22 Turkey 100
Svetogorsk Russia 43 LUnited Kingdom 35
La Riba Spain 26
Mediona Spain 45 Containerboard
valls Spain 120 Aschaffenburg Germany 380
Jénkdping Sweden 21 Witzenhausen Germany 330
Lia Edet Swaden 1pp  -weR by 420
Chesterfisd United Kingdiorn g1 DeHoop Nethedands 350
Manchester United Kingdom sp  Munksund Sweden 360
Oakenholt United Kingdorn g3 Obbola Sweden 400 125
Prudhoe United! Kingdom g7 Newhithe United Kingdorn 260
Alsip® us 55 Total 3,242 860 1,835
Barton us 180 . Corwerting only.
Flagstaft us 53
Menasha us 211
South Glens Falls  US 75
Total: 2,682
PERSONAL CARE FOREST PRODUCTS
5C and Total Solid-wood
Lwe Market CTMP pulp and products
Production plant Country Mil Country Newsprint paper pulp pulp paper 1,000 m?
Springvale Australia Laakirchen Austria 510 510
Drumimondville Canada Aylesiord United Kingdom 410 410
Santiago ! Chila Ortviken Sweden 380 480 860
Cait! Colombia Ostrand Sweden 430 85 515
Rio Negro 1 Colombia Munksund Swedan 400
Cairo Eaypt Bollsta Sweden 450
Linsefles France Tunadal Swedan 350
Amman Jordan Runcivik Sweden 250
Shah Alam Malaysia Vilhelmina Sweden 120
Ecatepec Mexico Stugun Sweden 150
Gennep Nethertands Holmsund Sweden 100
Hoogezand Netheriands Total 750 990 430 a5 2295 1,820
Henderson Mew Zealand
Olawa Poland
Jaddah Saudi Arabia
Gemerska Horka Slovakia
Kliprivier (1 South Africa
Mdinlycke Swedan
Falkenberg Sweden
Ksibet &l Madiouni Tunisia _—
Bowling Green us & Closure in Dec, 2008.




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 shest and
net working capital reduced by non-current liabilities.

Capital employed Net operating assets reduced by tax
liabilities (net).

Equity The equity reported in the consolidated balance
sheet consists of taxed equity increassd by the aquity
portion of the Group's untaxed reserves. (Detarrad tax lia-
bility in untaxed reserves has been calculated at a 26.3%
rate for Swedish companies and at the applicable tax rate
for foreign companies in each country ouiside Sweden.)

Netdebt The sum of consolidated interast-bearing liabil-
ities, inciuding pension liakilities and accrued interest less
cash and cash aquivalents and interest-bearing current
and non-currend receivables and capital investmeant
shares.

FINANCIAL MEASUREMENTS

Equity/assets ratio Equity plus minority interast
expressed as a parcentage of total assets.

Debt/equity ratio Expressed as net debt in relation to
equity, including minority interests.

Interest coverage ratio Calculated according to the net
method where aperating profit is divided by financial items.

Cash earnings Calculated as profit befora tax, witha
raversal of depreciation and impairmant of tangible and
intangible assets, share of profits of asseciates, and non-
recurring items, reduced by tax payments.

Debt payment capacity Expressed as cash garningsin
relation fo average net debt.

Operating surplus Expressed as operating profit
betora depreciation/impairment of tangible and intangible
assets and share of profits of associates.

Operating cash flow The sum of operating cash sur-
plus and change in working capital, with deductions for
current capital expenditures in property, plant and equip-
ment and restructuring costs.

Casgh flow from current operations Cperating cash
flow less net financial items and tax payments and 1aking
into account other financial cash flow.

Strategic investments Strategic investments increase
the company’s future cash flow through acquisitions of
companies, capital expendituras to expand facilities, or
naw tachnologies that boost SCA's competitivanass,

Current capital expenditure Investments to maintain
compatitiveness, such as maintenance, rationalisation
and replacement measures ar investments of an environ-
mental nature.

MARGINS, ETC.

Operating surplus margin Operating surplus as a per-
centage of net sales for the year,

Operating margin Operating profit as a percentage of
net sales for the year.

Netmargin Profit{or the year as a percentage of net
sales for the year,

Capital turnover Netsales for the year divided by aver-
age capltal employed.

PROFITABILITY RATIOS

Return on capital employed Return on capital
employed is calcutated for the Group as operating profit
as a percentage of average capital employed. Goodwill is
excluded for the business areas.

Return on equity Returnan equity is 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 expenses divided by the average
number of employees.

1 Calculations of key ratios are mainty based on guideinas issued by the Swedish Society of Financial Analysts. Averages are caicutated based on five metrics.

Glossary

AFH (Away-From-Home} Tissue sold to bulk consumers
such as restaurants, hospitals, hotels, offices and industrial
premises.

Coating A surlace treatment applied to paper or corru-
gated board packaging. Provides a smooth surface with
good printing properties.

Consumer packaging Packaging sold togsether with its
conients 1o the end-consumer.

Consumer tissue Includes napkins, paper handker-
chiefs, toilet and kitchen paper.

Containerboard The collactive nama for liner and fluting.

Converting plant Produces finished packaging from
corrugated board sheets supplied by a corrugated board
plant or an integrated packaging plant.

Corrugated hoard Two outer layers of paper with an
intermediata layer of fluting/ffolded paper (see liner and
fluting).

Corrugated board plant Produces corrugated board
that is then converted into finished packaging.

CTMP (Chemical thermo mechanical pulp} A high-
yiald pulp produced through the mechanical defibration in
a refiner of pret-eated, chemically pretreated scftwood.

Fluting Therippled middle layer in cerrugated board, pro-
duced from serni-chamical pulp or recycled paper.

FSC Forest Stewardship Council, aninternational organi-
sation working to ensura responsibia forest management.

FSC has developed principles for responsible forestry that
can be applied for certifying lorest management and that
facilitate FSC labelling of wood products from FSC certified
forasts.

Liner The surface layar of corrugated board. Available in
various grades, such as kraftliner (based on fresh wood
fibre) and testliner (pased on recovered fibra),

LWC paper Light Weight Coated paper is a coaled paper
with a high mechanical pulp content, Used for high quality

magazines and advertising materials with demanding col-

our-printing requirements.

Market pulp Pulp thatis dried and sold cn the opan
market,

Mechanical pulp Oebarked wood that is ground or
chipped tor mechanical refining to separate tha fibres 10
form pulp.

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.

M¥o Forest cubic metre Volume of iimber including
tops and bark, but excluding branches. Used to describe
tha forest portfolio of standing forest. Growth is also speci-
fiadd in forest cubic matres.

Newsprint Paper for newspapers produced from mechan-
ical pulp based on fresh wood fibre or recovered fibre.

Personal care Here dafined as incontinenca care, baby
diapers and feminine care.

Point-of-sale packaging Isused both to pratect tha
goods and to promote the product in the store.

Productive forest tand Land with a productive capac-
ity that exceeds one cubic metre of forest per hectare
annually,

Protective packaging Packaging thal comprises mate-
rial that protects the contents from vibrations, knocks or
temperatura fluctuations, The material ranges from foam
plastics to corrugated board. :

Recoverad fibre Fibre based onrecycled paper.

SC paper Supercalendared publication paper with a high
gloss surface and with a high content of mechanical and/or
recyclad pulp. Mainty used for catalogues, magazines and

advertising materials.

Solid-wood products Wood sawn into various dimen-
siona/sizes: planks, joists. &ic.

Super absorbents Collective name of a number of
synthetic absorbent materials based on polymers. Impor-
tant material in personal care products such as diapers
and pads.

TCF putp Pulpthat is bleached without using chioring in
any form.

Transport packaging Mainly used when transporting
goods from production to customar. The most commonly
used material is corrugated board,

Wood fibre Wood fibre from falled trees (fresh wood fibre).
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Annual General Meeting and
Nomination Committee

The Annual General Meeling of Svenska Cellulosa Aktie-
bolaget SCA will be held on Thursday, 2 April 2009

at 3 p.m, in Aula Magna, Stockholm University, Frescati,
Stockholm, Sweden. Registration for the Annual General
Meeting begins at 1.30 p.m.

Directions from central Stockholm:

* Underground: “réda linfan” {the red line) towards Mrby
Centrum, the "Universitetat” station,

* Bus 40, 540 or 670, bus stop "Universitetat.”

* Parkingis available by "Stdra huset,”

* Taxidrop off and collaction point (Stockhoim University
No. B) at Aula Magna’s entrance on level two,
The address is Frascativigen 6.

Notification

Shareholders who wish to attend the meeting must:

+ balisted in the shareholders’ register maintained by
Euroclear Sweden AB {formerly VPG AB) as of Friday,
27 March 2008, and

¢ register 1o attend the Annual General Mesting not later
than Friday, 27 March 2009,

Shareholders may registar to attend in the following ways:
* Dy telephone: +46 B 788 51 39, on weekdays
between 8 a.m. and 5 p.m.
* byfax: +46 8 786 5332
* via the company websita: www.56a.00m
* by mail to Svenska Cellulosa Akticbotaget SCA,
Corporate Legal Affairs, P.O. Box 7827,
SE-103 97 Stockholm, Sweden

To attend the Annual Genera! Meeting, shareholders with
custodian-registered shares must have such shares reg-
isteredin their own narmnas. Temporary registration of

¥ Jatianelcom
S FINTESY

This annual report is produced by SCA in cooperation with Hallvarsson & Halvarsson, . R .
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ownearship, so-called voting rights registration, should be
requested wellin advance of Friday, 27 March 200¢, from
the bank ¢r fund manager holding the shares.

Narme, personal identity number/Corporate Registration
Number, address. telephone number, 2nd the names of any
accompanying persons, should be stated when registering
10 attend, Shareholders represented by proxy should sub-
mit a proxy in the original to the company prigr to the Annual
Genaral Mesting. Proxy forms are avallabla upon ragquest
and on the company website www.sca.com. Anyone repre-
senting a legal entity must present a copy of the registration
certificate, not older than one year, or equivalent authorisa-
tion document listing the authorised signatories.

Dividend

The Board of Directors proposes that a dividend of SEK
3.50 per sharg be paid and that the recard date for the
dividend shall be Tugsday, 7 April 2009. Payment through
Euroclear Sweden AB is estimated 1o take place on Tuesday,
14 April 2009.

Nomination Committee
¢ Can-Olot By, AB Industriviirden,
Chairman of the Nomination Committee
* Héakan Sandberg,
Handelsbanken's Pensionsstiftelse, among others
* Anders Oscarsson, SEB Fonder
* Hans Sterte, Skandia Liv
* Helen Claussan, AB Skrindan, among others
*  Swverker Martin-L6f,
Chairman of the Board of SCA

The Nemination Committee's tasks include preparing the
proposal for the elaction of members of the Board of
Directors.

Detailed information concerning the Annual Genaral Meeting
can be found an the company website: www.sca.com b

Financial information
2009-2010

Interim report (1 Jan-31 Mar 2009)
29 April 2009

Interim report (1 Jan-30 Jun 2009)
24 July 2009

Interim report (1 Jan-30 Sep 2009)
29 October 2009

Year-end report for 2009
29 January 2010

Annual Report for 2009
March 2010

Raports are published in Swedish and English
and can be downloaded from SCA's website

Annual Reports can also be ordered from:;

Svenska Cellulosa Aktiehclaget SCA
Corporate Communications

Box 7827, SE-103 97 Stockholm, Sweden
Tel +46 8788 5100

The Annual Report is published in Swedish and
English. In the event of differences between the
English translation and the Swedish original, the
Swedish Annual Report shall pravail.
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SVENSKA CELLULOSA AKTIEBOLAGET SCA (PUBL)

PO Box 7827, SE-103 97 STOCKHOLM, Sweden. Visiting address: Stureplan 3
Tel +46 8 788 51 00, fax +46 8 660 74 30

Corp. Reg. No.: 556012-6293 www.sca.com

Operations

GHC, SCA TISSUE EUROPE AND SCA PACKAGING EUROPE SCA FOREST PRODUCTS SCAAMERICAS SCAASIA PACIFIC
SCAPERSONAL CARE EUROPE Culliganiaan 10 SE-851 88 SUNDSVALL CiraCentre 1858 Chenhang Road
Miinchen Airport Center (MAC) BE-1831 DIEGEM Sweden Suita 2600 Pudong. Minhang District
Postfach 241540 Belgium Visiting address: Skepparplatsen 1 2829 Arch Street SHANGHAI 201114
DE-85336 MUNGHEN-FLUGHAFEN Tel +322 7183711 Tel +46 60 19 3000, 194000 Philadelphia, P4 15104 China

Germany Fax +322 7154815 Fax +46 60 1933 21 us Tol +86 21 5433 5200
Visiting address: Tek +1 610499 3700 Fax +86 21 5433 2243
Terminalstrasse Mitte 18 Fax +1 6104893402

Tel +48 89970 06-0
Fax +49 899 70 06-204
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