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1. Information about the Barlinek Capital Group

The Barlinek group is one of the world's largest producers of natural wood floors. Barlinek's core
business area is mechanical processing of raw wood material, from which natural floors are made
(the Barlin& board, sports floors and solid wood floors), veneers, skirting boards and also wood
pellet and briquette- an ecological fuel produced from biomass. The most important product made
by the Group is the Barlinek board, which is exported to more than 46tdes on three continents.

Photo: the factory in Barlinek

The Barlinek Group has for years attached special importance to ensuring that the company exerts
no negative effects in its surroundings. The problem of environmental protection is treated in a
reliable and serious manner. At all production stages, starting with purchase of raw materials
through to the production process and on to after sales programmes, the company consistently
implements its preecology policy.

One of the ecological elementd$ Barlinek's strategy is to limit emissions of pollution, and limit the
amount of raw materials used while maintaining maximum use of the available biomass (left over
from the manufacture of floors and skirting boards) for the production of ecologicaliddgf This
optimisation of raw material use also results from the location of the entire production process in
one place, as well as from specific investment activities, which ensure that 100% of the wood
delivered to the factory as raw materials is usemt fmaking floors, veneers, skirting boards,
ecological pellet and even bark. An additional effect of this policy is the total elimination of coal
burning in Barlinek's enterprises, and thus the end of €@issions from nomenewable energy
sources.

Barlirek Inwestycje Sp. z 0.0. has modernised and developed the system for supplying the factory
with heating by constructing new boiler rooms fuelled exclusively by biomass, and by adapting
previously coafired boilers to burn waste wood. The new installationere fitted with high
efficiency air protection equipment, which additionally protects the atmosphere againptdnjucts

of burning. Dust removal is almost 100% efficient!
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At the Barlinek premises there is now also a factory producing natural- fwelod pellet. Wood

pellet, produced since 2004, is formed from untainted sawdust, woodchip and offcuts created during
floorboard production, which makes it completely safe for us and the environment. By producing
pellet and promoting its household use, Barliriskalso contributing to a decrease in £#nissions

from local "low" emission sources, and the use of pellet for heating homes brings its users many
benefits connected with lower costs. Barlinek also has factories producing pellet in two places in
Ukraine- Kosiv and Vinnitsa.

The production plants belonging to the Barlinek Group are modern, environmentally friendly
factories where systematic investment in the development of production capabilities and
modernisation of production technology is accompanigdecological investment.

2. General information

¢tKS LI NByld O2YLIye 2F . FNIAYS]T /IFLAGIE DNRdzLI {
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is registerel in the National Court Register under the number KRS 0000018891. The Company was
assigned the business statistical number (REGON) 290725379

"Barlinek" S.A.as a joint stock company was established on 30 May 1996 by the company Echo Press

SA withregiNER 2FFA0S&a Ay YASEOS 60dzNNByilife 90K2 Ly
Adam Kubicki. On 1 June 1999, the Governor of Western Pomerania decided to carry out direct
privatisation of the stat 6 Y SR Sy 4§ SNLINRKA &S . I NI A yaSthdz A BNIt 3\Nd \SREA t
contribution in kind to raise the company's share capital. As a result of this decision, the company
adopted a resolution to raise the company's share capital and issue 1,200,000 shares intended for
acquisition by the state treasury in dxange for a contribution in kind of the subject company. On 24
September 1999, the Governor of Western Pomerania established a company composed of tangible
FYR Ayidly3airoftsS FraaSia O2yadAiddziayda GKS adrasS |
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"Barlinek" S.A. were introduced for trading on Warsaw Stock Exchange.

Core business is production and distribution of triple layered wooden floorboards, skirting and

pellets. The Group's offer is complemented by the complete range of accessories for installation and
care of the offered floorboards, which are purchased from external companies and resold under the
brand name of Barkiet System.
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The duration of the operatio of the Parent Company and companies within the Group is undefined.

Barlinek S.A. consolidated financial statement covers 12 months ended on the 31 December 2010
and includes comparable data for year ended 31 December 2008.group does not include
organisational unit drawing up financial reports independently.

3. Organisational structure of the Barlinek Group

BARLINEK S.A.

Barline BCDF, Ltd
Luxembourg S.a.r.l. 105%
{100%) {100%)
BCDF I Ltd

Barlinek Barlinek ROMANIA! Barlinek
Deutschland GmbH A, §p. Z0.0.
(100%) (62,37°%)

Barlinek Norge AS Barlinek Ukraina
(100%) Sp.z 0.0,

L www.barlinekcom W
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4. Composition of the Company's Management Board

The Company's Management Board on the 31 December 2010 was composed of:
i aNJt I ¢S BPrésiNéiyf the Management Board
I Ms Wioleta Bartosz Member of the Management Board
T Mr Ryszard PyrekMember of the Management Board
T Mr Marek Janke Member of the Management Board

In the year ended on 31 December 2010, there were no changes in the compoditioa Board,

while on 8 February 2011 Mr Ryszard Pyrek resigned from his function as member of the
Management Board with effect from 1 March 2011. Therefore, on the day the statement was
approved for publication, the composition of the Board was as follows

i aNJt I ¢S gPrésidgtblthe Management Board
T Ms Wioleta Bartosz Member of the Management Board
I Mr Marek Janke Member of the Management Board
The Company's Supervisory Board on the 31 December 2011 was composed of:
T Mr Mariusz Gromek Chairman dthe Supervisory Board
i aNJ al NR dza I MemHenbhtt Sipervisory Board,
i aNJ DNJ S 32 yWembek diiBeZSafevisory Board
i Mr Krzysztof KwapiszMember of the Supervisory Board
I Mr Robert Oskard Member of the Supervisory Board

In the financialyear ended on 31 December 2010 there were no changes in the composition of the
Supervisory Board.

5. Shareholders' structure
Since September 2005 Barlinek has been listed on the Warsaw Stock Exchange. The major
{ KFNBK2f RSNJ Aa & Goidrdctly ankl dlirectly tHrodgh Barébdafital hwkestment

Limited holds a significsa majority of shares, i.e. 68186

The remaining 31.99% of shares are in free circulation among other investors, including individuals.
The diagram below illustrates theatfe ownership structure.
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6. Financial data

Below we present selected financial data which the Group has achieved over the last few years.
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7. Socially Responsible Company

The Group is expanding dynamically, and as well as the main goaifivfitpis also mindful of the

social dimension of its business. It is the social aspect which decides Barlinek's relationship with its
surroundings namely the customers, investors, business partners, employees and the local area.

Information Access foAnalysts and Investors

Barlinek provides the above people with the possibility to reach important information about the
company. The business has an investor relations page, where it publishes the most important news
from the point of view of this intergt group. As well as access to current and previous financial
reports, the company publishes share prices, news from the company, the shareholder structure,
important financial data, corporate documents and information about the GM. The Management
Board aml authorities of Barlinek meet systematically with interested analysts and investors. There is
an Investor Relations Dept. operating in the company, which sends interested parttesdape
information about the company, answers questions about the comgzabusiness, etc. The website

also guarantees afine contact with investors.

Customer Relations

Our Customers are aware, and often attach importance to environmental protection, appreciating
wood - a valuable and tested material for floors. And thaeiactly what the Barlinek floorboard is.
Customer satisfaction surveys have shown that our customers are very appreciative of the Barlinek
board and satisfied with using it. A matter of the utmost importance is the efficient and professional
servicing of omplaints, which the company attaches particular importance to. The manner of
proceeding with complaints service is included in the procedure, which has been developed and is
kept updated. Employees of the complaints department take part in training ceusgecially
designed for them, to ensure that the standard of services offered by Barlinek in this field remains
unwaveringly high.

Customers with whom we work are a very important consumer group for us. People fitting out an
interior often look for unusuk striking floors. This is why we listen to what Customers have to say to
us, what they think of our floors, what they are looking for. We try to respond skilfully to their
interest by introducing our new collection of layered board.

Our method of actiorin this field has brought very good results, we are increasing the amount of
floors sold, in Poland we have a share of around 65% of the market and the name Barlinek board has
become a synonym for layered wooden floors.
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Photo: Barlineknwestycje ¢ view

Barlinek Employees

The Barlinek Group is fully aware that it is the employees who are behind the company's success on
the domestic and international markets. The enterprises operating within the Group care about
employees, offering them good working aitions which allow them to improve their qualifications

and professional development.

This is why Barlinek cooperates with several higher educational institutions and student
organisations, since the company's dynamic expansion requires new, educated@nanitous
employees.

At the end of 2008, Barlinek employe82. people (when converted téull-time posts), which was a

9% rise over the same period the previous year. The Company attaches great importance to limiting
the number of workplace accidents. $haim is achieved by training which addresses the issue, and
by the actions of the Workplace Health and Safety department.

Cooperation with Business Partners

Our relations with business partners are conducted in a responsible manner. The principle of
trangparency also applies to settlements with subsidiaries. The responsible business method and
ethical principles which guide Barlinek's employees mean that we are constantly attracting partners,
and many of these have been collaborating with Barlinek for nyaays. Major purchase contracts

run according to the procedures in place, and large purchases are transacted based on a tendering
process.

8. Environmental Protection in the Production Process

Organisation of the production process is intended to limitieonmental impact. The technological
process consists of the following stages:

Storage and Transport of the Raw Material

The floorboard manufacturing process begins with round logs being delivered and stored. The quality
of the wood's storage decides isactical value. The wood bought comes from rationally maintained
forest resources (FSC certificate).
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Photo: Preparation of the raw material and initial processing

Preparation and Milling of Raw Materials

The first stage in preparing the wood for piection is to manipulate lonpgs into logs, and then

sort them by thickness class. The next operation is to top, crown and saw the logs on automated
processing lines for deciduous and coniferous wood. The logs are sawn under the care of the line
control station, which uses CCTV and computer support tools. The boards and balks produced are cut
into semifinished products coniferous to make the bottom and middle layers, and deciduous for
the surface. The sendfinished products are automatically sorted lbgngth and quality before
reaching the automatic stacking point. Stacking the sémished products is a basic action which
protects the wood from biodegradation and ensures the drying process will run properly.

L www.barlinekcom NI |
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Photo. Raw wood processing in the sawmill

The waste products formed during this stage are completely reused. Some of them, mainly from
sawdust and woodchip, goes into the biomass burnt in the boiler room. In this way, Barlinek
Inwestycje produces its own heating for the technical requirementshaading of the offices.

Storage of Semkinished Products

After production, the stacks of seffinished products are transported from the sawmill to the
storage roofs. The place of storage enables the quality of the wood to be retained without negative
gualitative changes, and the appropriate technical resources to be maintained.

Drying and Acclimatising the Wood

Semifinished products intended for manufacturing floors are dried until the required moisture
content is achieved. The drying room complex gsiipped with electronic, interactive systems for
managing and regulating the technical processes. Once the drying process is complete, the semi
finished products are acclimatised, with a constant microclimate being maintained. The aim of this
operation isto eliminate stress in the wood and to level out moisture content.

Air outlets are fitted with silencers to limit noise emissions caused by the ventilators.

The Barlinek Board Production Lines

This is the stage where the two sefimished products coniferous and deciduousform the final
product, the Barlinek board. It consists of three layers of wood (diagram below).

During the process of bonding the different layers of the board, and then of varnishing the surface,
adhesives and varnishes are used ehhhave Hygiene Certificates. The introduction of modern
varnishing technology led to the appliance of varnishing materials which do not emit any volatile
substances during UV hardening, instead becoming a 100% varnish film.

10
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Photo: Barlinek board

TheBarlinek board maintains all the physical and mechanical properties of wood, particularly:
¢ thermal insulation

¢ acoustic insulation

¢ natural microclimatic regulation of the interior where it is placed

¢ high mechanical strength

¢ ease of renovation

¢ sde for allergy sufferers

Due to the large amount of sawdust produced, Barlinek has invested in a pneumatic transport line
for it. The means of transport is the air which is sucked out of the transport collector. The pressure
formed pushes the sawdust to here it is collected and processed further. After the waste is
transported, the air is released into the atmosphere. However, it is first cleaned thoroughly by filter
stations which remove dust and wood particles. These stations are almost 100% eff€bBveust

and sawdust gathered in this way is transported to plants producing pelleecological biofuel.

11
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Photo: Pellet production at Kosiv in Ukraine

Wood Pellet

Wood granulate is one of the most efficient renewable ecological fuels, which do ntaicany
chemical agents and are competitive against traditional fuels, both economically and ecologically.
The Barlinek Group currently owns four plants producing wood pellete in Barlinek (Poland) and

one in Vinnitsa (Ukraine). Three of the plaf®in Poland and 1 in Ukraine) use dry sawdust for
production, while one uses wet waste in the process. Producing pellet from wood waste is a complex
matter which requires a painstakingly designed technology line. Before it is granulated, the raw
materialmust be initially prepared, not too fine, with low humidity and above all free of impurities.

Ecological Effect AchievegBarlinek for the Climate

As a result of implementing a balanced economy and paying particular attention to limiting or even
prevening any environmental impact, the Barlinek Group has achieved enormous effects in these
fields.

Biomass Boiler Rooms

Modernisation of the boiler room, involving replacing the boilers fired by coal dust with boilers
adapted to burn biomass, has enabledemvironmentally damaging, narenewable fuel (coal dust)

to be completely eliminated and replaced with renewable biofuel in the form of biomass.

By stopping burning coal dust, qualitative and qualitative changes have been made to the pollution
emitted intothe atmosphere.

12
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Photo: A factory's sawdust storage point.

The entire process, from the fuel being introduced and burned, to energy being created and
distributed, is optimised and supervised by virtual flexible management and process regulation
systemswith visuals. The mutual connections of the fuel storage tanks and the use of automatic
transportation of the sawdust straight into the furnace mean that it is not necessary to gather fine
fragments of wood waste in boxes or open spaces. This in turts lolost being redistributed and
prevents the pollutants already gathered from being released into the environment.

Burning biomass produces nitrogen oxides, carbon monoxide and trace amounts of sulphur oxides.
Wood is neutral in terms of carbon dioxide.eThalance of CO2 emission when burning biomass is
zero, which means that when it is being burned the same amount of CO2 is released into the
atmosphere as would have been released by its remains decaying. By producing pellet from wood
waste and using woodaste as fuel in technological processes, Barlinek avoids emitting greenhouse
gases, which helps protect the atmosphere against excess carbon dioxide.

The Ecological Effect Was Achieved bgompletely discontinuing the use of coal dust, using only
renewabek fuel (biofuel), lowering emission rates, preventing waste in the form of cinders, making
the system more convenient to use, improving aesthetic appearance and cleanliness.

Modern Varnishing Lines

The automatic varnishing lines are geared to optimunisfimg of the floorboard surface with
ecological varnish or oil coatings. Application of highly modern technology has eliminated the
technology which used solvebiased varnishes. Using modern lightred varnishes has enabled
emissions of volatile organiias compounds to be reduced.

13
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Photo: Dust Removal Installations

Dust Removal Installations
The production lines at the factory in Barlinek are equipped with -bifjhiency atmospheric
protection devices. These devices catch nearly 100% of all findrgratlist pollution.

Waste management

In order to limit the amount of waste and maximise use of the wood material, savings schemes are
run, involving careful use of every piece of wood, using thinner saws, reducing excess during
shooting, sanding, etc.

Waste materials produced during manufacturing are used as a recoverable material in the form of:

1. fuel in the factory boiler room (recovery of heat used mainly later for the plant's own use, such as
drying wood);

2. a substrate in producing pelletthe biofuel formed from appropriately dried and compressed
sawdust;

These actions allow the wood taken from the environment to be 100% used up.

14
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9. Barlinek's Ecological Programmes

The Barlinek is also the mastermind behind many ecological actions and programfhgesnost
important of these are the 1 for 1 principle, the reintroduction of the peregrine falcon and the
protection of Bartek the Oak.

Photo: Peregrine Falcon

While utilising the precious raw material, which is wood, Barlinek has successfully imjpdeiaan
SO02t23A0Ft ahyS F2N hySé¢ LINPINIYYSI GHKSNBoe 2y
Barlinek floorboards marked with a logo of this greological initiative. The first tree seedling put

down its roots in 2000 in an area supervised by BogmarForest Inspectorate in Lubuskie
voivodeship. In the course of the following years, Barlinek Customers Forest got significantly bigger,
reaching a number of 3 million trees.

L www.barlinekcom NG |
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Photo: A Young Forest

The 1 for 1 principle covers the forestry inspectosate North Western Poland. Barlinek's customer
GNBS& FTNBE 3INBgAYI Ay % OK2RYA2LRY2NRA]AS LINROJAY
520NJ Fyes t200leys DNRBFAOS:E .202fA0Sx aeélfAiosNd
OAYOf dZRAYIAOZRINABYSIYOPHIRISGI T {GNJ St OT @08 YNI2S2aj]
t 2Y2NR{1AS O0AyOfdzZRAY3 2| NOAYy2X /1 0dz0Ks g | yR hadzal
Barlinek Customers Forest is managed in compliance with sustainable forestry psncipl
emphasizing the diversity of planted species of trees and sustainability of tree growth. Diverse forest

is much more resistant to pests, creates better environment for development of various species of

fauna and it makes ground more fertile to suppamdergrowth. In Polish forests dominated by
coniferous trees, it is vital that more deciduous trees are introduced. Accordingly, trees planted as a

LI NI 2F . INITAYyS1Qa GNBS LI IFYydAy3 LINRPINI YYS NBLNE
and nmaple.

After Barlinek's first foreign factory commenced operations in Ukraine, the 1 for 1 principle crossed
beyond Poland's borders.

In 2010 alone we céinanced the planting of 1.3 million trees in Poland and 100 thousand in Ukraine,
mostly around Vinnitsa, Zhitomir and Kiev. In 2008 the first 60,000 trees put down their roots near
Sant Petersburg in Russia. Talks also took place concerning similar actions in Romania. The topic met
with interest, but it is an entirely new initiative which no company has taken on before. The initial
plans connected with planting saplings in that coyrdoncern 2012.

As well as the "1 for 1" principle, Barlinek carries out other ecological projects. For nearly six years
the company has been supporting the peregrine falcon repopulation programme. Thanks to action
taken, as many as thirty of these beautiful and rare birds have been released into the wild
throughout last yearThe company is also taking care of the oak named Bartek, the oldest tree in

16



